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e Independent retail experiences 'most difficult year'
e Panelists recommend increased trading of derivatives

Russia is encouraging refineries to increase their oil output through upgrades so that
supply can meet domestic demand even at times of seasonal spikes, according to panelists
at the annual forum of Russia 's St. Petersburg International Mercantile Exchange , or
Spimex .

The measures encouraging upgrades are also aimed at smaller refineries, said Anton
Rubtsov, Director of Oil Refining and Gas Complex Department at the energy ministry.

The energy ministry earlier this year signed agreements with a number of refineries
envisaging compensation instruments for the upgrade or commissioning of 30 secondary
processing units.

One of those refineries, Yaisky, has already completed its gasoline upgrades and is
selling gasoline on Spimex , Rubtsov said.

Separately, the energy ministry is looking at the gradual increase of the obligatory
minimum volumes oil producers are required to sell on the exchange floor, Rubtsov said,
adding that the increase should be gradual so it does not result in reducing supply at
tankfarms.

The minimum gasoline volumes this year were raised to 11% of output and diesel
volumes to 7.5%, but another increase to 12% for gasoline and 8.5% for diesel was only
temporary and has not been extended, according to panelists.

Representatives of the retail business called for the obligatory volumes to be raised
in order to secure sufficient availability.

According to the head of the Russian fuel union RTS Evgenii Arkusha, the
independent retail sector has experienced in 2021 its "most difficult year" so far.

The main reason was the increase of spot gasoline prices by almost 30% between
January and September, whereas "retail prices are capped within inflation" which resulted
in "chronic losses" for retail businesses, said Arkusha. "The independent retail sector
cannot work another year in such conditions", Arkusha said.

The price surge was attributed to the higher excise and lower export taxes this year
coupled with a higher indicative price used for calculating the damping mechanism. The
amendments to the damping mechanism in May and the increase in the obligatory volumes
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did not help and the fuel union is concerned a similar situation could occur next year when
both the taxation and the damping mechanism are due to be changed.

Furthermore, lengthy refinery turnarounds in 2021, which saw works at a number
of refineries overlap and continue longer than planned, also contributed to the surge in
gasoline prices, according to the panelists.

Market participants had previously commented on the unusually strong domestic
demand boosted by an increase in domestic tourism due to restrictions on international
travel.

According to the energy ministry's Rubtsov, such spikes in demand could be met
when more refineries upgrade and increase output, but he and the other panelists also urged
for more active trading in derivatives instruments on the exchange floor, which could help
"smooth fluctuations™.
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