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Russian exports rise

Export LPG from Russia '000 t
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* Russian supply fell in early 2009
e But has been rising compared with 2008
* Volumes fluctuate on domestic petrochemical output
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Rising LPG export from Russia

e In 2008 exports rose by 5.5% to 2.1 mn t
e Jan-June 2009 exports rose by 23% to 1.3mn t

e Government support:

— Cancellation of export duty from 1 January 2009 (we
believe it will last till the end of 2009)

— Railway tariff discounts for Tobolskneftekhim and
Novatek exports
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Domestic demand falls

LPG World

ARVARCRN URORIRREERE  NEWS, PRICES AND ANALYSIS

Russian demand keeps slipping

Russia’s domestic LPG demand is falling, reflecting the
overall slowdown in petrochemical consumption in the
face of the country’s economic slowdown

Russia’s | PG production has declined
this year, reflecting a slump in demand
from the country's largest consumers
— petrochemical plants. Demand, 100
has contracted

Production totalled 4.24mn 1 in
January-May, down by 4pc from a year
catlier, according 10 the latest figues
from the ministry of energy. The fall in
production reflects the diop in demand
from Russian petrochemical plants.

The sharpest cuis in output and
sales were in January and I'ebruary. But
LPG production rose from March to May
as aesull of higher seasonal demand in
Russia and on export markels.

The overall picture of domestic LPG
sales remains elatively bleak. LPG salos
in Russia in the first five months of this
year fell by 15pc from a year earlier to
2.56mnt. The largest volume —1.38mnt
— was sold for household and industial
needs and as aulogas. Bul the aulogas
sector consumed 12pc less compared
with the same period lasl year

Petrochemical plants  consumed
1.12mn 1, down by 17pc from a year
earlier, because of reduced demand for

Russian LPG output ‘000t

polymers amid the economic slowdown.
The highest reduction in LPG sales for
petiochemical needs came from plants
owned by Russian firms Gazprom, Lukoil
and Surguineftegaz

Output rise

Sibur, the laigest Russian LPG pro-
ducer, boosted output by 4pc to
1.36mn 1 in January-May
Higher production came from Siburs
Tobolskneftekhim gas ~ processing
plant and its Ugragazpererabotka joint
venture with TNK-BR But other Sibur
plants teduced LPG outpul. Sibur sold
691,3001 of LPG on the domestic market
in January-May, a small increase over
last yoar.

Gazprom's plants reduced output
by 21pc. The largest of Gazprom's
plants, the Surguisky condensate
processing plant, cut production by
24pc 10 267,001 Gazpiom decteased
domeslic markel sales by 28pc. Lukoil
teduced overall LPG oulpul by 26pc.
Bashkir producers, including five plants
boosted output by 9.4pc on higher
processing volumes.
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Russia feels force of slowdown

The Russian aulogas market has grown steadily in recent years,
but the economic slowdown appears 5o far to have undermined
demand — and corporate delays
in the expansion of the counlry’s

But the financial crisis may tum oul, ater all, 1o stimulale
demand in Russia — given that autogas prices are 50pc less
than gasoline prices. Some markel sources aigue thal owners
of vehicles as well as companies will be converting thoir cars
mote aclively in order 10 save money.

There is no official data on the number of aulogas retail
stations of autogas demand alone. But consumption in the
combined Russian household, autogas and industry sector in
2008 reached about 3.9mn 1, compared with 4.08mn 1in 2007.
Accoiding 1o markel participants, the reduction in demand
was mostly due to smaller volumes of household consumption
owing 10 growth in natural gas availabilly — while autogas
demand was steady or even rose slightly.

tetail networks.

De-construction

“We used 1o sell aulogas for Gars delivering constiuction
materials 1o building sites. Bul now that many construction
projects have been shut down, demand has fallen sharply,”
a Russian seller of LPG cargoes says.

The delays to the expansion of fetail networks look real
enough. Despile high margins, small companies thal are
facing funding problems have suspended a number of such
projects, or have been forced 1o sel their networks 1o larger
companies. Such consolidation may weaken competition in
Russia’s regions

Ever-iising Russian LPG production raises the issue of
searching for new outlets for the exira supply. Some traders

Key Russian autogas retailers

® Gazprom subsidiary Gazenergoset owns 88 aulogas
retail stations and 38 mult-fuel stations. Last year, the com-
pany bought 16 autogas stations in tho Belgorod rogion, 13
mutifuel stations in North Ossefia and 11 autogas stations
in the Bryansk region. Gazeneigosel plans 1o commission
250 multifuel stations in five years in southem Russia,
Volgograd, Voronezh, Lipetsk and Tambov regions

® Gazprom subsidiary Gazprom Szhizhenny Gaz has 26
aulogas stations in Tatarstan.

® Anothor large refailer in Tatarstan is Gazenergoprom
which has more than 40 attogas stations

® Lukoll's | PG mulifuel stafions rose 1o 100 in 2008 fiom
69 in 2006. The majority of the company's attogas stations

arein southern Russia and in the Kaliningrad region.

® Shipping company SG-Trans owns 50 LPG rotail stations,
wilh the majorily in the Volgograd region.

® Akoil has about 50 autogas stations in Russia,

® Ecosystems has 20 autogas stations and is building
about 10 stations in Bashira

® IES Holding’s subsidiary Gazeks is a monopolist in the

fations.

verdlovsk region. It owns aboul 50 autog
© Gazsystem has 40 autogas stations in the Tyumen region.

say no further domestic development is possible without
government supporl. One such measure could be the intro-
duction of vehicle transport tax discounts of up to 50pc for
autogas-fuelled cars.

Peru pushes CNG switch with auto ‘junk bond’
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‘After years of inactivity in our nation’s capital, it was deemed a priority to re-engage’ — Propane
Gas Association of Canada’s vice-president of govemment relations Pierre Leduc (see 5)

© Argus Media Ltd www. argusmedia.com

Peruvian authortties are pushing for a
tapid conversion 1o compressed nalu-
ral gas (GNG) vehicles 10 save money
and eventually meet new envilonmental
standards that will kick in next year.

The number of CNG vehicles more
than doubled last year, according to
the ministry of enorgy and min
57,400 — up from 24,000 in 2007. The
number of LPG vehicles increased by
nearly one-third to 80,500 at the end of
last year. There was a huge jump in the
number of service station dispensing
both products, with 57 stations offoring
CNG — up from 22.

The Peruvian GNG vehicle asso-

to

ciation estimates that at least 20 new
stations dedicaled solely 1o CNG will
be opened this year at a cost close 10
$asmn. The association forecasts thal
there will be 100,000 vehicles using
CNG by the end of this year.

Peru has started a major push 1o
convert public transport vehicles and
import new CNG vehicles. An estimated
40 buses operale in Lima, the capilal,
on natural gas — and the goalis 1o dou-
bie that this year. The city govermment is
also working on a new mass iansport
system using buses that run on natural
gas. The syslem should be operational
in the first quarter of next year

One of the government's efforts 1o
encourage CNG use is a “junk bond”,
thiough which the state wil offer car
owners a $2,500 credil for old cars. The
bond was approved a year ago, but
has not come inlo force. The economy
and finance ministry (MET) announced
in mid-April that it has worked out the
legal and logistical kinks and will soon
begin paying out the bonds. The MEF
has $50mn fof the programme.

A central part of the strategy s 1o
scrap old public transport vehicles. Of
the 23,900 buses in Lima, a city of 8mn
people, 20,500 are 16-35 years old. The
majority bur diesel.
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No joy In domestic market




Exports attractive




Export terminals busy




LPG export from Russia in 2008
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Quality




Kazakh supply increases

Transit from Kazakhstan through Russia, '000 t
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Kazakhstan and Romania

LPG shipments to Romania' ooot ° Kazakhstan eXpOFtS
displace Russian
I exports in Romania

— e Russian exports

displace non-Russian
supplies in Poland

ruary Mar ch April
O Kazakhstan B Russia

e Restructuring



Export from Kazakhstan in 2008
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Transit from Kazakhstan mnt
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Romanian imports

Way of transportation LPG from Russia and Kazakhsta  n to Romania
in 1 H2009

2%

@ Dzhurdzhuleshty (Ukrainian-
Romanian border)

m D'yakowvo (Ukrainian-Romanian
border)

O Temryuk (Russian Black Sea
terminal)




Export outlook

e Rising competition between Russian and
Kazakh LPG
— Russia: +27% in 2009 to 2.7 mn t
— Kazakhstan: +24% to 1.24 mn t

e Demand for new markets and outlets
« Emphasis on LPG quality



Re-structuring

* Russian exporters
acquire distribution and
trading organisations to
ensure outlet for their
product and expertise
at acquiring market
share

o Puts pressure on other
trading and marketing
organisations



Consolidation

Market forces have led
to consolidation in the
consuming markets

Merger and acquisitions
are providing more
cushion and removing
some competition



Pricing west — east Europe

« NWE price formula is less
attractive than a daf Brest
formula

« NWE price formula is less
attractive than a Black Sea
formula




Ukrainian border prices

Ukraine propane-butane railcar mix (40:60)
Ukraine propane-butane trucks mix (40:60)
Prices Euros/tonne and US dollars/tonne
Timing is 3 — 20 days forward

Railcars 21 — 70 tonnes

Railcars basis fca Ukraine terminals
Trucks 7 — 42 tonnes

Trucks basis fot Ukraine terminals

Prices volume weighted average for trade concluded
auction session on Ukrainian agricultural exchange

Time stamp 5.30pm Moscow time

in each



Poland




Overseas demand




Balkan situation




Export duties disappear




Ready for growth




