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| METHODOLOGICAL AND LEGA FRAMEWORK AND DATA
SOURCES

1. METHODOLOGICAL FRAMEWORK, SCOPE OF THE INQUIRY AND
DATA SOURCES

Pursuant to Article 47 of the Law on ProtectionGafmpetition (Official Gazette of the RS
51/2009 and 95/2013 — hereinafter, the Law) and Deeision of the Council of the
Commission for Protection of Competition enactethat13%' session held on December 29,
2017, the Commission for Protection of Competitjbareinafter, the Commission) launched
a sector inquiry into the oil derivatives retail niet.

In the previous period, the Commission preparecersesector inquiries into the market
concerned:

1. Reports on the analysis of imports, processing,l@gdade and retail market of oil and
oil derivatives in the period 2008-2010;

2. Report on the sector inquiry into the oil derivaBwholesale and retail markets in
2011,

3. Report on the sector inquiry into the oil derivaswholesale and retail markets in
2012;

4. Report on the sector inquiry into the oil derivaBvwwholesale and retail markets in
2013;

5. Report on the sector inquiry into the oil derivaBwholesale and retail markets in
2014; and

6. Report on the sector inquiry into the oil derivaBwholesale and retail markets in
2015.

7. Report on the sector inquiry into the oil derivagwetail market in 2016.

The main objectivef preparing the report is to analyze the competiionditions prevailing
on the oil production and processing market andhenoil derivatives retail market in order
to identify potential market weaknesses, that & existence of conditions enabling
infringements of competition. Additionally, the eljive of this inquiry is to establish certain
tendencies and trends, as well as to derive mesg cbnclusions on market developments by
conducting a comparative analysis of particularneoaic categories observed during the
previous six-year period.

The subjecbf the sector inquiry is to establish relationswen main competitors in the
predefined market segments and assess their nsdr&ets and relative power.

The main sourcesf aggregate data and information for the inquelated purposes are:

Information provided by selected undertakings,ime lwith structured questionnaires
of the Commission — Requests for the submissianfofmation;

Information providedy the Ministry of Energy and Mining on the aggregassling

of oil derivatives and on the total number of pkstations;

Information provided by the Ministry of Finance -usfoms Administration, and the

Chamber of Commerce and Industry of Serbia onrtiports and exports of crude oll

and oil derivatives;

Information provided by the Ministry of Finance tire total excise tax revenues, per
types of derivatives;



Information provided by the Association of Oil Coampes of Serbia (AOCS);
The current legal regulations and information fritm@ Energy balance;
Publicly available online data.

In order to ensure the continuity of the work umaleen during previous periods and
monitoring of the dynamics of certain indicatotse sample included undertakings from the
previous sector inquiry into oil derivatives. Thangple may be considered as representative
given that it includes eleven business entitiegaipgg in the domain of oil derivatives retail
trade and whose number of petrol stations represearly half of the total number of petrol
stations in Serbia. The only entity from the defirample, that ceased its operations in 2017
relating to the oil derivatives retail sector ofdempany Eurogas. On these grounds, the
inquiry concerned did not cover information relgtito this particular undertaking, because
such data do not relate to the entire year and wWaudd not besuitable for comparative
analysis against the information on undertakingsraiing throughout the year. Also, it is
important to underline that the sample includes dhly business entity registered for the
exploitation of crude oil and whose number of plestations account for about 22% of the
total number of petrol stations in the territorytioé Republic of Serbia.

The undertakings included in the sample are reqdestepending on the activities pursued,
to submit information relating to the oil productiand oil derivatives retail trade.

Information relating to the retail trade cover:

the number of petrol stations;

sales revenues of oil derivatives, revenues fronorsgary activities, and the total
revenues per categories of petrol stations;

operating expenses per categories of petrol stgtion

largest suppliers of gasoline and diesel fuelsplnme and value terms;

purchased volumes and purchase price of oil dévestper purchase source;

sold volumes and selling prices of oil derivativest category of petrol stations;
calculation of retail prices of oil derivatives.

In addition to information on retail operations,dentakings are also requested to submit
information on weekly retail prices of Euro premi@®B 95 and Euro diesel, valid at petrol
stations on highways and in urban areas.

Undertakings contacted by the Commission with thequRst for the submission of
information are the following:

Company for research, production, processing, idigion and trade of oil and oll
derivatives and research and production of natyaal “Naftna industrija Srbije a.d.
Novi Sad” (hereinafteIS);

Oil derivatives trading company “Lukoil Srbija ac&grad” (hereinaftet,ukoil );

Oil and gas trading company “MOL Serbia doo Beog(adreinafter MOL Serbia);
Services and trading company “OMV Srbija doo Bedy(aereinafterOMV);

“Eko Serbia ad Beograd” (hereinaftéko Serbia);

Production, trading and service company “Knez Pelom Beograd” (hereinafter,
Knez petrol);

“DOO Euro Petrol trgovéo preduzee Subotica” (hereinafter, Euro Petrol);
Production, trading and service company “Evolu2ij®4 doo Beograd” (hereinafter,
Evolucija 2004);



“Naftachem petrol doo za trgovinu i usluge Sremgkamenica” (hereinafter,
Naftachem petrol);

“DOO0O Euro gas trgov&o preduzee Subotica” (hereinafteEuro Gas);

Trading company “SPEED doo Beograd” (hereinafigreed;

Trading, transport and service company “Daki pediaxd Beograd” (hereinafteDaki
petrol).

When defining markets for the purposes of sectquiny, the Commission observed the
entire chain of supply in this industry sector astiablished that the inquiry into competitive
conditions is necessary to implement on the follmuinarkets:

1. Oil and oil derivatives production and processirayket, and
2. Oil derivatives retail market.

In addition to such broadly defined markets, them@ussion established that for the
purposes of this sector inquiry said markets shbelddditionally segmented, specifically to:

gasoline retail market;

diesel retail market;
liquid petroleum gas retail marRet

The research is conducted using desk researchuanelyanethods. The use of a combination

of qualitative and quantitative research methodsmwprocessing collected data was rendered
necessary by the subject and the objective ofrtheiiy. The methods used when preparing

the sector inquiry are the descriptive researchhatgt method comparison, and other

statistical methodS.he correlation and regression analyses are ust ianalysis of oil and

oil derivatives price fluctuations.

2. RELEVANT LEGAL FRAMEWORK IN 2017

The main regulations governing legal relations loa @il derivatives market are the Energy
Law and the Law on Trade.

Additionally, regulations of relevant importance déine following:

1. Regulation on labelling (marking) of oil derivatssgOfficial Gazette of the RS
51/2015 and 5/2017);
The Amendments adopted in 2017 stipulate that ditiad to the current inspections
and controls of the origin of oil and oil derivatis from imports, fuel deposits,
barges, oil processing in refineries, and petrofmms, the inspectors also inspect and
control the oil in fuel tanks of all transport compes, as well as tractors and
machinery of agricultural holdings, towards achieyi more comprehensive
supervision over the oil and oil derivatives tragliThe penalties provided for in this
regulation range from 50,000 to 2,000,000 dinarsewtlthe oil of illegal origin is
found in a tank, in addition to a ban of up to ange

The Commission additionally segmented said markamtsthe sector inquiry purposes only, given that th
gasoline and liquid petroleum gas markets canndtlbetreated as two separate markets.



2. Regulation on oil derivatives and biofuels quafitgnitoring (Official Gazette of the
RS 97/2015 and 5/2017);

The Amendments adopted in 2017 stipulate, intea, ai commitment of energy
operators to submit data to the Ministry of Tradeurism and Telecommunications.

The Regulation envisages that the energy operatantirsgy to deal with energy
trading of motor and other fuels at motor vehicleling stations is obligated to
submit within 7 days from the start date, the infation on energy facilities used for
the exercise of activities in energy trading.

The energy operator dealing with energy tradingnodtor and other fuels at the
motor vehicle fueling stations is obligated thattie case of changes affecting the
energy facilities used for the exercise of actgtin energy trading, submit new data
within 15 days from the date such changes becofeetigt.

3. Rulebook on license for carrying out energy adgegitand certification (Official
Gazette of the RS 87/2015);

4. Rulebook on technical and other requirements fquidi fuels of petroleum origin
(Official Gazette of the RS 111/2015, 106/2016269/7 and 117/2017);

5. Rulebook on minimum technical requirements for yiag out oil derivatives and
biofuels trading operations (Official Gazette oétRS 68/2013), and Rulebook on
amendments to the Rulebook on minimum technicalirements for carrying out oil
derivatives and biofuels trading operations (Officbazette of the RS 81/2015).

In terms of fiscal policy, regulations listed belawe considered relevant:

1. Regulation on the amount, method of calculatioyppent and disposal of fees for the
formation of mandatory reserves of oil and oil datives (Official Gazette of the RS
53/2015)

The fees for the formation of mandatory reserves as follows: 2.6 din/l for unleaded
gasoline and aviation fuel; 2.6 din/kg for gas pliguefied petroleum gas and fuel oil; and,
0.10 din/kg for jet fuels.

2. Excise Tax Law (Official Gazette of the RS, 22/03/01, 80/02 — as amended, 80/02,
43/03, 72/03, 43/04, 55/04, 135/04, 46/05, 101/@5s -amended, 61/07, 5/09, 101/10,
43/11, 101/11, 93/12, 119/12, 47/13, 68/14 — asnaex, 142/14, 55/15, 103/15,
5/2016 - harmonized dinar amounts, 108/2016, 7/20f#monized dinar amounts)

The amounts of excise tax on motor fuels laid ddwnthe Excise Tax Law are given in
Table 1:

Table 1- Excise taxes in 2017

Type of derivate Excise tax per unit of measure
Leaded gasoline 56.71 din/l
Unleaded gasoline 53.34 din/l
Diesel fuels, gas oils 54.86 din/l
Liquid petroleum gas 41.65 din/kg

In 2017, the value added tax was payable at tleeofa20 percent.

It is important to mention that in the retail prsteucture of a litre of derivative, in addition to
related fiscal charges, are also included therhagking and quality monitoring service costs.
The fuel marking and monitoring service fees in 2@te 0.28 and 0.09 din/l, respectively.



II OIL AND OIL DERIVATIVES PRODUCTION AND PROCESSING
MARKET

The oil, oil derivatives and biofuels balances part of the Energy balance, covers the
production, import and export of crude oil, progegof crude oil in oil refineries, as well as
the production, import, export and consumptionibélerivatives.

The 2017 Energy balance of the Republic of Serlbbtvigdes data on the realized energy

balance for 2016, estimates for 2017 and foredas®018.

1. CRUDE OIL PRODUCTION AND IMPORTS

Data on crude oil production volumes and net ingare given in Table 2:

Table 2— Crude oil production and net imports, 2015-2018

Production and net imports (000 t
Crude oil supply source Realized energy| Realized energy  Estimates, Forecasts,
balance, 2015 balance, 2016 2017 2018
Production 1.053 984 921 870
Net imports 2.012 2.295 2.530 2.839
Total 3.065 3.269 3.451 3.709

Source: The 2018 Energy balance of the Republic of Serbia

Based on data presented in Table 2, it can beaubtlat the total amount of procured crude
oil in the Republic of Serbia in 2016 amounted t@ro3 million tonnes, with about 70%
volumes procured from foreign supply sources aeddist from domestic production. In line
with the 2017 forecasts, the total crude oil neéedsie Republic of Serbia are just under 3.5
million tonnes, and as in previous periods, thgdat portion is globally sourced and about
25% is from domestic production. The 2018 forecpstgect the demand for crude oil at 3.7
million tonnes, of which 76% will be globally soaat while the rest will be secured
domestically.

In line with data presented in Table 2, an upwaethd can be observed, both in the total
crude oil quantities and globally sourced quardjtighile on the other side a downward trend
is noticeable, showing the reduction of domestycaibcured quantities.

In relative terms, the 2018 forecasts project aebee in production by 11% relative to 2016,
that is, about 5% against 2017.

On the other hand, the 2017 net imports have expesd a 9% y-0-y growth and the trend
projections are favorable for 2018 as well.

The only oil and gas research and production comparhe in the Republic of Serbia is
NIS. Information on the total procurement volumeswed from both supply sources, per
months and supply sources, are presented in Table 3



Table 3— Crude oil supply structure, 2017

month procurement volume (t)

production imports
January [...] [.]
February [...] [..]
March [...] [..]
April [...] [.]
May L] ]
e L] L]
July L] ]
August [...] [...]
September [...] [.]
October [...] [..]
November [...] [..]
December [...] [...]
Total, 2017 [...] [...]
Percentage share 266 =A%
Source:NIS

Based on the above data, it can be noted that acf4%ide oil is externally procured, while
the other 26% is domestically sourced.

Diagram 1 gives a graphic representation of th® m@ft imports to domestic production of
crude oil:

Diagram 1- Crude oil supply structure, 2017

[-..]

Source NIS

Table 4 provides a comparative overview of the pase prices of domestic and imported
guantities of crude oil:

Table 4— Purchase price of domestic and imported crudeld8p/t), 2017
Purchase price (USD/t) Price
Imported crude oil | Domestic crude oil differential

[

Month

January

February

March

April
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July

August

September

October

November

[
[
[
[
[
June [...
[
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[
[
[

e | | || || [|— | |J— |} |J— [} ||—
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]
]
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]
]
]
]
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December

Source:NIS



The purchase price of imported crude oil was highesughout the entire observed period
than of the domestic oil, averaging at about [dufing the year, while the minimum

difference was noted in June at [...], unlike inbfeary and December 2017 when the
domestic to imported crude oil price difference wasorded at a maximum level of [...] and
[...], respectively.

Diagram 2 gives a graphic representation of thetmase price trends:

Diagram 2— Comparative overview of the crude oil purchaseeptrends, 2017

[.]

Source NIS

Based on the above diagram, it can be noted tlegpriies of crude oil procured from both
sources, with occasional fluctuations, have expegd a downward trend in H1 2017, only
to recover starting in mid-2017, exceeding by jn.December against the June import oil
prices. If we compare the purchase prices at tiggnbeg and end of the year, it could be
noted that the import price in December was [.ighar, while the price of domestic oil
exceeded by [...] relative to the January pricendist be mentioned that the crude oil prices
from foreign and domestic sources have shared dasitnend, with a high correlation
coefficient of 0.94.

Diagram 3 gives a graphic representation of théi8erdinar (RSD) to US Dollar (USD)
exchange rate fluctuations in 2017.

Diagram 3— RSD-USD exchange rate fluctuations, 2017
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Source NBS

The US dollar has weakened against the Serbiam ohir2017, whereas the average middle
exchange rate during the period was 107.4987 dinelngch represents a decline of 8.5%
relative to 2016 when the middle exchange rate ¥#k2903 dinars. The exchange rate
fluctuated between 117.1353 dinars on January 27,28nd 99.1155 on December 29, 2017,
which represents a fall in the exchange rate, ithappreciation of the national currency by
15%.

The fluctuations in prices of crude oil and the lalolexchange rate will represent
considerable variables in the cost analysis whidhb& presented in a separate part of this
report.



2.0IL DERIVATIVES PRODUCTION AND IMPORTS

2.1. Oil derivatives production

According to figures provided by NIS, one of thegkst vertically integrated energy systems
in South-East Europe, about [...] tonnes of oiliddives are produced in 2017. The total
production volumes relate to the QOil refinery Parosince the capacities of the Oil refinery
Novi Sad are currently out of commission. The oiewof the total production volumes and
of the production per individual petroleum product2017 is given in Table 5:

Table 5— Oil derivatives production, 2017

Type of derivatives Oil refinery Pan evo (t)

1. Motor fuels (1.1.+1.2.+1.3.+1.4.+1.5.)

]

1.1. Gasoline ]

Euro premium BMB-95 ]

Euro BMB-98 ]

Other gasoline ]

1.2. Diesel fuels ]

Euro diesel ]

Biodiesel ]

Other diesel fuels ]

1.3. Aviation fuel — jet fuel ]

1.4. LPG for motor vehicles — auto gas ]

1.5. Other motor fuels ]
2. Energy generating fuels (2.1.+2.2.+2.3.) [

]

]

]

]

]

]

]

]

]

]

]

]

[
[
[
[
[
[...
[...
[
[
[
[
[

2.1. LPG gas cylinders

2.2. Fuel oil — heavy fuel

Low-sulphur fuel oil (NSG-S)

Medium fuel oil (S)

Extra light fuel oil (EURO EL)

2.3. Other energy generating fuels

3. Non-energy generating fuels (3.1.+3.2.+3.3.+3.4.

3.1. Primary fuel

3.2. Bitumen

3.3. Petrochemical raw materials

3.4. Other non-energy generating fuels

OIL DERIVATIVES, TOTAL (1.+2.+3.)
Source NIS

— — ll— — [ [ — ||

Based on the above figures, it can be concludedntivdor fuels (gasoline, diesel, aviation
fuel — jet fuel, LPG for motor vehicles — auto gagier motor fuels), with dominance in the
production of petroleum products, have a share lwdut /60-70/%, while non-energy
generating fuels account for about /20-30/%. Thergyngenerating fuels with about /5-10/%
have the lowest share in the total production bflerivatives.

Table 6 provides a comparative overview of the 2PQ27 oil derivatives production:

Table 6— Comparative overview of the total oil derivative®guction, 2012-2017
Qil derivatives production (t)

Type of oil derivatives

2012

2013

2014

2015

2016

2017

Motor fuels

[

[

]

[

[

[

Energy generating fuels

L.

L.

L.

L.

[




Non-energy generating

fuels [...] [...] [...] [...] [...] [...]

Oil derivatives

production, total [...] [...] [...] [...] [...] []
Source NIS

The analysis of the six-year period data indic#ftespresence of a continuous increase in
the oil derivatives production by [...] in 2017 agve to 2012. Individually, the motor
fuels category has generated a [...] growth in 2@lative to 2012, while the production
of energy and non-energy generating fuels has eqmad certain oscillatory trends in
terms of the periodical increase and decline inmgno Relative to 2016, the total oil
derivatives production is increased by [...], wiaesréhe highest increase is recorded in the
non-energy generating fuels category in the amoftipt.].

According to figures published in the 2018 Energlahce of the Republic of Serbia, the
forecasted oil derivatives production in 2018 878, million tonnes, which represents an
8% increase against the 2017 forecasted quantities.

The structure of motor fuels production in 201prssented in Table 7:

Table 7 Structure of motor fuels production, 2017

Types of derivatives Production (1) Percentage share
Gasolines [...] /20-30/%
Diesel fuels [...] /60-70/%
Aviation fuel — jet fuel [...] /5-10/%
LPG for motor vehicles — auto gaq [}.] /0-5%

Source NIS

Based on the above table, it can be concludeddiesatl fuels, with dominance in the
structure of motor fuels production, have a /60%@&hare, while gasolines account for
one quarter, that is, about /20-30/% of the pradacturthermore, aviation fuel — jet fuel

and LPG for motor vehicles combinedly account toowt /5-10/% of the total production

of motor fuels.

The analysis of individual shares of particular-sakegories of oil derivatives indicates
that the share of Euro premium BMB-95 in the stietof motor fuels production has
amounted to almost /80-90/%, while Euro BMB-98 atiger motor fuels have a /5-10/%
share each. In the Diesel category, both in 201 2017, Euro diesel has held a
dominant share in the production, amounting to a8in1®0-100/%. Diagram 4 gives a
graphic representation of the structure of motetsyproduction during the previous six-
year period:

Diagram 4- Comparative overview of the structure of motor fymisduction, 2012-2017

[.]

Source NIS

Based on the above diagram, it can be concluddddibael fuels were a predominant
type of motor fuels throughout the previous six+ypariod, with a constant increase in
the share of production. The other two types ofanfiels have not seen more significant
oscillations, except for LPG demonstrating a dowminteend since 2013, while the 2017
production of this derivative is reduced by [.[pateve to 2016.



2.2. Oil derivatives imports

Information on the total imports of oil derivativase collected from the Ministry of Finance-
Customs Administration, and the Chamber of Commara# Industry of Serbia. Both data
sources are used in the inquiry.

Table 8 provides a comparative overview of the ingof selected oil derivatives, observed
during the previous six-year perfod

Table 8— Comparative overview of the motor fuels impdt@l 2-2017

Type of derivative QUG [
2012 2013 2014 2015 2016 2017
Gasoline 57,72% 52,274| 53,084 49,133 53,645 77,408
Diesel fuels 730,114 432,399| 434,934| 468,979| 504,136| 530,441
Liquid petroleum gas 285,024 164,548| 186,118| 194,584| 136,841] 123,617
Total 1,072,863 649,221| 674,136| 712,695 694,622 731,498

Source: CCl and the Customs Administration

Based on the above table, it can be noted thatrtperts of oil derivatives realized during the
observed six-year period have demonstrated an wptnemd, excluding 2013 and 2016 when
the imports in question were reduced. The gasohmmorts in 2017 grew considerably, by
44% against the 2016 figures, while despite the faat diesel fuels saw an increase in
imports by only 5% y-0-y, they have remained a prethant type of fuel in the total oil
derivatives imports. By contrast, the 2017 LPG inpaontinued a trend triggered in 2016,
with a drop in imports by additional 10% y-o0-y.

Diagram 5 gives a graphic representation of thetste of motor fuels imports:

Diagram 5— Comparative overview of the structure of mot@igumports, 2012-2017 (in tonne},

Gasoline

1]

= Diesel fuels
LPG

I

2012 2013 2014 2015
Source CCI and the Customs Administration

Based on the above diagram, it can be noted thporis of diesel fuels in 2017, with
dominance in the structure of motor fuels impogsrathe previous period, account for about
37% of the total imports. The imports of gasolimeocanted to about 17% of the total import
quantities of motor fuels, while the LPG importacked 10%.

The analysis of the structure of imports by impartebserved through the ratio of imports to
the total import quantities as presented by un#iergs, indicates that in 2017, as in the

Figures on the total imports of gasoline and diésels in 2017 are provided by the Customs Admiatiin,
whereas the figures on LPG imports are provide€ Y, calculating the imports of auto gas or butarngpane
mix, LPG gas cylinders excluded, based on the iaff&tatistical data and information provided bg fBustoms
Administration.

The structure of imports by importers is observedihe basis of figures presented by surveyed uakiegs.



preceding year, the only Euro BMB 98 importer wampany [...] even with just under [...].
Three importers have covered the imports of Eusmpum BMB 95, namely [...], [...], and
[...] with import shares of /70-80/%, /20-30/%, a0eb/%, respectively.

The concentration of imports of gasoline measurgdhe Concentration rati€R 5 was
extremely high in 2017 as in the previous yearyuarting to 100%.

In terms of Euro diesel, observed through the ratimnports to the total import quantities of
all included undertakings, it can be noted that hiflghest share holds [...] with about /60-
70/%, increasing the imports of this oil derivativearly fivefold relative to 2016. Out of the
group of observed undertakings, the following comgswere also included in the imports of
this oil derivative, namely, [...], [...], [...]..[], and [...], combinedly accounting for close to
/30-40/% of the imports. Major importers from tigioup are [...] and [...], with /10-20/% and
/10-20/%, respectively. The import markets of Edresel in 2017 were [...], [...], [...], [---]:
and [...].

The concentration of imports of Euro diesel measurg the Concentration ratiGR 5was
extremely high in 2017 as in the previous yearuamting to 100%.



Il OIL DERIVATIVES RETAIL MARKET

Retail trade in oil derivatives implies the trademotor and other fuels for motor vehicles.
The retail trade operations in oil derivatives ierl8a are undertaken by both national and
international companies with subsidiaries registenethe territory of the Republic of Serbia.

For the sector inquiry related needs, the retaitlér market as a whole is additionally
segmented into three separate markets — the gageliail market, diesel retail market, and
LPG retail market.

The structure of supply is observed within eachveaged market, in terms of establishing
the sources and degree of concentration, as welleastructure of sales towards identifying
the market power of undertakings in narrowly dedingarket segments.

In terms of aggregate data based on which the matk&res of undertakings could be
established, it should be emphasized that the Cesiom had the following information at its
disposal:

Information on the total excise tax collection lypé of oil derivatives, submitted by
the Ministry of Finance,

Information provided by the Ministry of Mining ariehergy, collected pursuant to the
Regulation on labelling (marking) of oil derivatsrgOfficial Gazette of the RS
51/2015) governing conditions, manner and proceddirabelling (marking) of oil
derivatives placed on the market, while the terfacpment on the market’ within the
meaning of this regulation shall mean the tradmgii derivatives on the market of
the Republic of Serbia, trading in oil derivatives the market of the Autonomous
Province of Kosovo and Metohija for the duration tbe UN Security Council
Resolution 1244, and the exports of oil derivatives

Information provided on the basis of own estimate\bS on the market share of oil
derivatives retail sales, used for further estimate the total turnover of oil
derivatives identified as subjects of this inquiry.

Table 9 provides a comparative overview of thel tatail turnover of oil derivatives, based
on the above-mentioned three information sources:

Table 9— Comparative overview of the estimated retail twer, 2017

Estimated turnover of motor fuels (1)
Type of derivative Ministry of Finance Ministry of Mining and T
Energy
Gasoline 567,289,37 561,120,162 [...]
Diesel fuels 1,977,283,51b 1,984,919,97( [...]
LPG 389,532,917 419,139,723 [...]

Source: Ministry of Finance, Ministry of Mining and Energand NIS

Based on the above table, certain biases in timaasgin of trade quantities of oil derivatives
are noticeable, most likely due to the implementatf various methodologies.

For the purposes of this sector inquiry into oil rked, the Commission has opted for
information submitted by the Ministry of Financerdmost owing to the comparability of
data on market shares of undertakings with data tre previous sector inquiry.



Prior to the analysis into retail trade of oil datives, it is also important to mention the
sample representativeness since it is establistzed t

The turnover of gasolines generated by undertakimgsded in the sample account
for about 68% of the total turnover of gasolingatail trade;

The turnover of diesel fuels generated by undeantgkincluded in the sample account
for 56% of the total turnover of diesel in retadde;

The turnover of LPG generated by undertakings omdlin the sample account for
about 53% of the total turnover of LPG in retaéde.

1. NUMBER OF PETROL STATIONS AND STRUCTURE BY LOCATION

The total number of petrol stations derived frora thformation provided by undertakings
included in the sample as on December 31, 201724s

Table 10 provides an overview of the total numbkiepetrol stations in operation owned by
undertakings included in the sample, as well gge@s/e structure by location:

Table 10- Overview of the petrol stations, 2017

Undertaking Highways Urban areas Arterials Rural areas Total
Naftachem 4 5 9
Euro petrol 1 17 8 6 32
oMV 12 40 9 0 61
NIS 17 189 48 69 323
Mol Serbia 9 25 7 0 41
Lukoil 8 58 10 39 115
Speed 2 1 3
Evolucija 2004 2 2
Knez petrol 0 57 7 15 79
Daki petrol 4 1 5
Eko Sebia 7 32 15 54
Total 54 428 107 135 724

Source Information provided by undertakings

Based on the above table, it can be noted thadfabe total of 724 petrol stations, the largest
number is located in urban areas, with a total28 dr 60%, whereas the number of petrol
stations in rural areas amount to 135 or closeé88b bf the total number. There are 107 petrol
stations on arterial roads, or about 15%, while sheallest number of only 7% of petrol
stations are those situated on highways.

In line with the information made available to themmission by the Ministry of Mining and
Energy, the total number of petrol stations in agen in 2017 amounted to 1481. If we
compare this figure and the information providedumgertakings, it can be noted that the
sector inquiry covers nearly 50% of the total nundfgoetrol stations.

The percentage shares of the top 7 undertakingstigt largest number of petrol stations are
presented in Diagram 6:



Diagram 6— Ownership structure of petrol stations, 2017

Source: Information provided by undertakings
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Based on the above diagram, it can be noted tlatattyest number of petrol stations is
owned by NIS, that is, 323 (22%) of petrol statiamgotal, followed by Lukoil and Knez
petrol with 115 (8%) and 79 (5%) of petrol statiorespectively. Companies Eko Serbia and
OMV have around 4% each, followed by Mol Serbia &uwfo petrol with around 3% and
2%, respectively. The shares of other surveyed nimiklags do not exceed 1% of the total

number of petrol stations.

Table 11 provides a comparative overview of the Inemof petrol stations in 2016 and 2017:

Table 11- Comparative overview of the number of petrol staj&016-2017

Undertaking 2016 2017
Naftachem 12 9
Euro petrol 32 32
OMV 61 61
NIS 324 323
Mol Serbia 39 41
Lukoll 114 115
Speed 3 3
Evolucija 2004 1 2
Knez petrol 73 79
Daki petrol 9 5
Eko Serbia 53 54

Source: Information provided by undertakings

The comparative analysis of the number of petrali@is in operation during the observed
period provides for the following conclusions:

three undertakings have kept the identical numbpetiol stations in 2016 and 2017,
namely, Speed, Euro petrol and OMV;,
three undertakings have reduced the number of Ipstations in 2017, namely,

Naftachem, NIS and Daki petrol,

five undertakings have increased the number ofopstations in 2017 relative to
2016, namely, Mol Serbia (2 petrol stations), LUK&i), Evolucija 2004 (1), Knez

petrol (6), and Eko Srbija (1).



2. GASOLINE RETAIL MARKET

2.1. Structure of the supply of gasoline

Out of the total of 11 undertakings that have pneesk the respective structures of gasoline
supply in 2017, five undertakings have procuredydaliro premium BMB 95, whereas six
have procured both Euro premium BMB 95 and Euro B38B

The structure of the supply of gasoline in 201@resented in Table 12:

Table 12— Structure of the supply of gasoline, 2017
Euro BMB 98 Euro premium BMB 95

Undertaking Domestic | Domestic
mports
market market

Imports

Naftachem [..]] [
Euro petrol []] [
oMV [...] [
NIS [...] [
Mol Serbia [...] [.
Lukoil [...] [...
[
[
[
[
[

Speed
Evolucija 2004
Knez petrol
Daki petrol
Eko Serbia [...
Source: Information provided by undertakings
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Based on the above table, it can be noted thatsthwces of supply of gasoline are
predominately domestic, accounting for close to &%he total supply, while the remaining
guantities are procured abroad by [...] and pn{ to an extent by [...]

If we observe the supply sources or whether orthetprocurement is done through an
affiliate company, it can be noted that four undlkirigs have made indirect purchases via
affiliates. In such way, companies [...] and [hgdve procured gasoline through domestic
affiliates, while [...] and [...] have purchasedsnof the gasoline from foreign sources.

The analysis of procurement from external sourndgcates that NIS as a major supplier is
associated with companies [...] ([...]%), [...]..{p0), [.-.] ([...]%), and [...] ([...]%). On the
other hand, NIS as a major supplier is not menddme]|...], [...], and [...], whereas its share
in the procurement of company [...] is [...]%.

Table 13 provides an overview of the percentageesbhthe top five suppliers in the total
procurement, based on information provided by uiaftergs:

Table 13- Supplier concentration in gasoline, 2017
Procured quantities (in 000 I)

Percentage share o
Top five suppliers Total the top 5 suppliers

Undertaking

Naftachem
Euro petrol
oMV

NIS

Mol Serbia
Lukoil




Speed

Evolucija 2004

Eko Serbia
Source Information provided by undertakings

Based on the above table, it can be noted that teex high supplier concentration given that
the top 5 suppliers make between 86% and 100%.

2.2. Structure of the turnover of gasoline

Eleven undertakings have provided information andbantities of traded gasolines, whereas
six undertakings have traded in Euro premium BMBa88 Euro BMB 98, while five have
exclusively traded in Euro premium BMB 95.

The trade in gasoline, realized by undertakings thae provided related information to the
Commission, amounted to about 390 million liters.

Table 14 provides an overview of the 2017 markeres calculated by comparing data on
traded quantities by undertakings with data on tital turnover based on information
provided by the Ministry of Finance:

Table 14— Realized trade turnover of gasoline, 2017

Undertaking Realized turnover (in 000 [) Market shares
Naftachem [...] /0-5/%
Euro petrol [...] /0-5/%
oMV [...] /5-10/%
NIS [...] /30-40/%
Mol Serbia [...] /0-5/%
Lukoll [...] /5-10/%
Speed [...] /0-5/%
Evolucija 2004 [...] /0-5/%
Knez petrol [...] /0-5/%
Daki petrol [...] /0-5/%
Eko Serbia [...] /5-10/%
Others 174,58 30.77%
Total 567,289 100%

Source: Information provided by undertakings and the Minyief Finance

Based on the above table, it can be noted that aoynpNIS had the highest turnover in the
retail sale of gasoline in 2017, with about /30%4®&hare, followed by Lukoil with about /5-
10/%, Eko Serbia with about /5-10/%, Mol Serbiahagtbout /0-5/%, and Euro petrol and
Knez petrol with about /0-3/% share of turnover.

Information provided on the basis of own estimageNdS on the market share of gasoline
retail sales are given in Table 15:

Table 15— Own estimate on the market share of gasolinel rsdites, 2017

Type of derivative )
Own market share estimate (%)

1. Gasolines

Euro BMB-98
Euro premium BMB-95
Source NIS




Table 16 provides a comparative overview of thaduer of gasoline over the last six years:

Table 16— Comparative overview of the turnover of gasolirs,2-2017
Realized turnover (in 000 [)
2012 2013 2014 2015 2016 2017

Undertaking

Eko Serbia
Euro petrol
Evolucija 2004
Daki petrol
Knez petrol
Lukoil
Mol Serbia
Naftachem
NIS
oMV
Speed
Total
Source: Information provided by undertakings

The analysis of the six-year period data providgdubdertakings on the total turnover of
gasolines indicates either a slight increase ahsldecrease in the trend dynamics. It is
important to mention that company [...], unliketlie previous observed period, saw a drop in
turnover of gasoline in 2017, accounting for abjoul, while companies [...] and [...] have
experienced a more noticeable loss of gasolines sd%%6 and 53%, respectively. As regards
the increase in gasoline sales, company [...] Besrded a growth of nearly 40%, whereas
company [...] experienced a 7% growth.

Table 17 provides a comparative overview of theaye turnover, calculated by comparing
the total turnover of gasolines with the total nemof petrol stations:

Table 17— Comparative overview of the average turnoverasfadjines per petrol station, 2012-2017
Average turnover (in 000 [)
2012 2013 2014 2015 2016 2017

Undertaking

Eko Serbia

Euro petrol

Evolucija 2004

Daki petrol

Knez petrol

Lukoil

Mol Serbia

Naftachem

NIS

oMV

Speed
Source: Information provided by undertakings

Based on the above table, it can be noted thatighest turnover per petrol station in 2017
was realized by companies Eko Serbia, NIS, and Skrbia. Taken individually, their
respective turnover of gasolines accounted betwednand almost [...] liters per petrol
station in 2017.

The trend dynamics of the average turnover of gasslndicate that most undertakings have
recorded a drop in the average sales. In this wampany  broke the six-year average



sales increase trend in 2017, by reducing the €%feg/-0-y. The largest reduction in the
average turnover was recorded by companies [d]an, with 45% and 30%, respectively.
The highest growth in the average sales of alm@%i ®as recorded by company [...].

The analysis of data on gasoline sales per caggyofipetrol station, which were provided by

undertakings, indicates that gasoline account2786 of the sales at petrol stations in rural

areas, 25% of the sales at petrol stations in udraas, and 10% and 18% of the sales at
petrol stations on arterial roads and highwayspeetively. Against the previous year data,

the gasoline sales at petrol stations on artevedis are reduced by 50%, with no significant

oscillations recorded in the sales at other patiations. Overall, the gasoline sales accounted
for 23%, or close to one quarter of the total tweragenerated at all petrol stations.

3. DIESEL RETAIL MARKET

3.1. Structure of the supply of diesel fuels

Out of the total of 11 undertakings that have prese data on diesel imports, six of them
have procured both Euro diesel and diesel Gas.bjlvihereas five undertakings have only
procured Euro diesel.

The structure of the supply of diesel by types0t2is presented in Table 18:

Table 18- Structure of the supply of diesel fuels, 2017

Euro diesel diesel Gas 0il 0.1
Undertaking Domestic Domestic
market Imports market Imports
Naftachem [..] [...] [...] [...]
Euro petrol [...] [...] [...] [...]
oMV [...] [...] [...] [...]
NIS [..] [...] [...] [...]
Mol Serbia [...] [...] [...] [...]
Lukoll [...] [...] [...] [...]
Speed [..] [...] [...] [...]
Evolucija 2004 L [..] [..] [..]
Knez petrol [...] [...] [...] [...]
Daki petrol [...] [...] [...] [...]
Eko Serbia [.] [...] [...] [...]

Source: Information provided by undertakings

Based on the above table, it can be noted thamierity of undertakings has procured
diesel fuels domestically, whereas two undertakihgge almost entirely ensured related
supplies from foreign sources, while the other twave procured diesel fuels from both
sources. In terms of diesel Gas oil 0.1, all sigartakings have relied on domestic sourcing.

If we observe the supply sources of undertakingeiims of whether or not the procurement
is done through an affiliate company, it can beeddhat six undertakings have made indirect
diesel purchases, namely, [...] (98%) and [...]J0@b), procuring on the national market, and
[...] (61%), [...] (92%), [...] (38%), and [...] 186), relying on foreign sources. Unaffiliated
companies as main diesel suppliers were commoheirtase of companies [...] ([...]%), [...]
([.-]%), [...] ([...]%), and [...] ([...]%0), proaing from domestic external sources.

The analysis of the major suppliers of diesel fusdsured from external sources on the
domestic market indicates that company NIS holdsgaificant share in the supply of [...]



(around [...]%), [...] (around [...]%), and [..4rbund [...]%), while is absent as a supplier of
[...]. The share of company NIS as a supplier efftllowing companies is low: [...] ([...]%),
[...] ([...]%), and [...] (around [...]%).

Table 19 provides an overview of the percentageesbbpurchases made from the top five
suppliers, in line with data provided by undertajsn

Table 19— Supplier concentration of diesel fuels, 2017

Procured quantities (in 000 l)| Percentage share Hf
the top five
Total suppliers

Undertaking TS

suppliers

Naftachem [..]
Euro petrol []]|
oMV [...]
NIS [...]
Mol Serbia [...]
Lukoll [...]
Speed
Evolucija 2004
Eko Serbia
Source Information provided by underta

—

)
]
-]

ings

—

,_,,_,,_|,_|,_,,_|,_|,_,,_,
() | P | 'R | Y | Y | Y | Y | Y | R
— ||~ ||— ||— ||— || [J— [J— |}—

— l— |l—

e}

=

Based on the above data provided by undertakintgsam be noted that the supplier
concentration is high, since all undertakings hapported the share of the top 5 suppliers in
respective procurements to range between 89% abfh.10

3.2. Structure of the turnover of diesel fuels

Eleven undertakings have provided information oa tluantities of traded diesel fuels,
whereas six undertakings have traded in both Eigsetiand diesel Gas oil 0.1, while five
have exclusively traded in Euro diesel.

The total trade in diesel fuels realized by undenigs that have provided related information
has amounted to about 2 billion liters and has neetamostly unchanged relative to the
previous yeatr.

Table 20 provides an overview of the 2017 markeresy calculated by comparing data on
traded quantities by undertakings with data on tibti@l turnover based on information
provided by the Ministry of Finance:

Table 20 —Realized trade turnover of diesel fuels, 2017

Undertaking Realized turnover (in 000(l) Markeaists
Naftachem /0-5/%
Euro petrol /0-5/%
oMV /5-10/%
NIS /20-30/%
Mol Serbia 10-5/%
Lukoil /5-10/%
Speed /0-5/%
Evolucija 2004 /0-5/%
Knez petrol /0-5/%
Daki petrol /0-5/%




Eko Serbia 10-5/%
Others 870,934 44.0%
Total 1,977,284 100.0%

Source: Information provided by undertakings and the Minjisif Finance

Based on the above table, it can be noted that aoynNIS has realized the highest market
share, amounting to about /20-30/%, followed by OMNh /5-10/%, Lukoil with /5-10/%,
and Knez petrol with /0-5/%. The respective madtetres of other undertakings are lower.

Information provided on the basis of own estimaté\tS on the market share of diesel retall
sales are given in Table 21.:

Table 21- Own estimate on the market share of diesel re&és, 2017

Type of derivative .
yp Own market share estimatsd

Diesel fuels

[...]

Euro diesel [...]
Biodiesel [...]
[...]

[...]

Extra light Gas oil EVRO EL (<=0.1%)
Extra light Gas oil EL (>0.1%)
Source NIS

Table 22 provides a comparative overview of theduer of diesel fuels over the last six
years:

Table 22— Comparative overview of the turnover of diesel§u2012-2017
Realized turnover (in 000 [)
2012 2013 2014 2015 2016 2017

Undertaking

Eko Serbia B
Euro petrol [..
Evolucija 2004 [..
[..
[..

Daki petrol
Knez petrol
Lukoil [...]
Mol Serbia [...]
Naftachem [...]
NIS [...]
oMV [...]

Speed
Source: Information provided by undertakings
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The analysis of the six-year period data on thézeghturnover of diesel fuels indicates that
the majority of undertakings have recorded an @®edn the sales volume in 2017 relative to
2016, while companies [...] and [...] have recordedirop in sales of 56% and 30%,
respectively.

Taken individually, the highest increase in saliediesel fuels is recorded by [...], increasing
the 2017 turnover figures by nearly 84%, followgddompany [...] with a significant 22%
increase.

Table 23 provides a comparative overview of theraye turnover of diesel fuels per petrol
station, calculated by comparing the total turnowkediesel with the total number of petrol
stations:



Table 23— Comparative overview of the average turnoverie$a fuels per petrol station, 2012-2017
Average turnover (in 000 |
2012 2013 2014 2015 2016 2017

Undertaking

Eko Serbia B
Euro petrol [..
Evolucija 2004 [..
[..
[..

—

|| el | —— N | e

Daki petrol
Knez petrol
Lukoil [...]
Mol Serbia [...]
Naftachem [...
NIS [...]
OMV [...]

Source: Information provided by undertakings
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The trend dynamics of the average turnover of dieskcate that most undertakings have
recorded an increase in sales per petrol statibe. highest growth in the average sales of
diesel fuels in 2017 of almost 84% was recordectdaypany [...], followed by [...] with a
40% growth increase, and [...] with about 14%.emts of the average loss of sales of diesel,
companies [...] (40%), [...] (21%), and [...] (30%gw the highest downward pressure. The
consequences here mentioned have mostly resutieddrdecline in the overall turnover of
diesel fuels.

The analysis of data on diesel sales as a perdetiteototal sales, observed by various
categories of petrol stations, indicates that @lessof diesel fuels have reached a dominant
share at petrol stations on highways and arteo@dls with 76% each, while accounting for
61% and 67% of the total sales of all derivativesurban and rural areas, respectively.

Overall, the diesel sales accounted for about 65%%e overall turnover generated at all
petrol stations.

4. LPG RETAIL MARKET

4.1. Structure of the supply of LPG
Eleven undertakings have provided information anltRG retail procurement.

The structure of the supply of LPG in 2017 is pnésé in Table 24

Table 24— Structure of the supply of LPG, 2017

Undertaking L.iquid petroleum gas
Domestic marke Imports
Naftachem L] [...]
Euro petrol [...] [...]
oMV [...] [...]
NIS [...] [...]
Mol Serbia [...] [...]
Lukoll [...] [...]
Speed [..]] [...]
Evolucija 2004 L] [.]




Eko Serbia []Jl
Knez petrol [...]
Daki petrol [...]
Source Information provided by undertakings
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Based on the above table, it can be noted thatLB@® purchases were predominately
domestically sourced, while three undertakings hpxesented certain import activities,
namely, [...] and [...], with 67% and 79% of extain sourced quantities, respectively, while
[...] imported only 15% of the quantities.

4.2. Structure of the turnover of LPG

Eleven undertakings have provided data on quasititi¢raded LPG.

Table 25 provides an overview of the realized tuemoand respective market shares of
undertakings in 2017:

Table 25— Overview of the turnover afPG, 2017

Undertaking Realized turnover (in 000||l) Markeaists
Naftachem 10-5/%
Euro petrol /0-5/%
oMV /5-10/%
NIS /10-20/%
Mol Serbia /0-5/%
Lukoil /5-10/%
Speed /0-5/%
Evolucija 2004 /0-5/%
Knez petrol /5-10/9
Daki petrol /0-5/%
Eko Serbia /5-10/9
Others 175,21% 45%
Total 389,533 100%

Source: Information provided by undertakings

Based on the above table, it can be noted that aoynNIS has recorded the highest share of
the total sales of LPG, amounting to about /10-208towed by Eko Serbia, Lukoil, and
Knez petrol with about /5-10/% each. In additionctompany OMV holding about /5-10/%,
Euro petrol with /0-5/%, and Mol Serbia with /0-5/%l undertakings have recorded below
1% share of the total sales.

Information provided on the basis of own estimageNdS on the market share given in
Table 26 indicate that the LPG sales as a perdehedotal retail sales amount to [...].

Table 26— Own estimate of the market share of LPG retail sa2©17

Type of derivatives

T

Own estimate of market shar
LPG [..]

LPG auto gas [...]

LPG gas cylinders [...
Source:NIS




Table 27 provides a comparative overview of thdized turnover of LPG over the last six
years:

Table 27 —Comparative overview of the realized trade turnafd PG, 2012-2017

Undertaking Realized turnover (in 000 )
2012 2013 2014 2015 2016 2017
Eko Serbia [..] [...] [..] [..] [..] [..]
Euro petrol [...] [...] [...] [...] [...] [...]
Evolucija 2004 [..] [...] [..] [..] [..] [..]
Daki petrol [..] [...] [..] [..] [..] [..]
Knez petrol [...] [...] [...] [...] [...] [...]
Lukoil [...] [...] [...] [...] [...] [...]
Mol Serbia [..] [...] [..] [..] [..] [..]
Naftachem [..] [...] [..] [..] [..] [..]
NIS [... [...] [...] [...] [...] [...]
oMV [..] [...] [..] [..] [..] [..]
Speed L] [...] [..] [..] [..] [..]
Source: Information provided by undertakings

The comparative analysis of the realized turnovieLRG as presented for the six-year
period observed indicates that most undertakings kaperienced oscillatory trends. Only
[...] has been recording a constant growth, onlgxperience a drop in sales during 2017 as
well by nearly 8%. During 2017, the majority of wmthkings has experienced a decrease
in the LPG sales, most prominently companies andl [...], with 46% and 65% y-0-y
decrease in sales, respectively. A significant tgesun sales of LPG is experienced by
company [...], with a 30% increase.

Table 28 provides a comparative overview of theraye turnover of LPG per petrol
station.

Table 28— Comparative overview of the average turnover®®Llper petrol station, 2012-2017

Undertaking Average turnover (in 000 |
2012 2013 2014 2015 2016 2017
Eko Serbia [...] [..] [...] [..] [...] [...]
Euro petrol [...]] [...] [...] [...] [...] [...]
Evolucija 2004 L [..] [.] [..] [.] [.]
Daki petrol L] [..] [.] [..] [.] [.]
Knez petrol L [..] ..] [..] ..] [..]
Lukoil [...] [..] [...] [..] [...] [...]
Mol Serbia [...] [..] [...] [..] [...] [...]
Naftachem petrol [...] [...] [...] [...] [...] [...]
NIS [...] [...] [...] [...] [...] [...]
oMV [...] [..] [...] [..] [...] [...]
Speed [..] [..] [...] [..] [...] [...]
Source: Information provided by undertakings

Based on the above table, the highest averagevierrod LPG per petrol station in 2017 is

recorded by company Eko Serbia, unlike Speed with lowest respective figures. The

majority of undertakings has experienced a decr@asbe LPG sales at petrol stations,

implying that the trend in average sales has neddhe trend in the total sales of this energy
derivative.



The analysis of the structure of turnover in tewhshe estimate of LPG share of the total
sales

of oil derivatives in 2017, observed by categodépetrol stations, indicates that the sales of
LPG at both petrol stations in rural areas and ighvirlays account for about 6%, and around
14% at petrol stations on arterial roads and iramréreas, considered individually. In total,
LPG sales account for about 13% of the total tuencat all petrol stations of different
categorization.

5. OPERATING EXPENSES, REVENUES GENERATED AND RETAIL
PERFORMANCE

The analysis of costs and revenues generated, cethfiagive operating profits, was aimed
at establishing the effectiveness of undertakinghis market segment.

5.1. Retail operating expenses

The total expenses of petrol stations as a fornetail trade in oil derivatives are presented as
the sum of purchase value of goods sold and opgratkpenses that include logistics costs
(transport, storage, handling), wage bill, costamatterials, utility costs (electricity, water,
postal/telephone/internet costs), charges and feasmtenance, marketing costs and other
costs.

Tables 29 and 30 provide comparative overviewspefating expenses and their share in the
total expenses in the period 2012-2017.

Table 29 -Comparative overview of operating expenses, 2@I2-2
Operating expenses (in 000 RSD)

Undertaking

2012 2013 2014 2015 2016 2017
Naftachem L]
Euro petrol [
oMV [...]
NIS [...]
Mol Serbia [...]
Lukoil [...]
Speed [.
Evolucija 2004 [...]]|
Daki petrol L
Eko Serbia L]
Source: Information provided by undertakings
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Table 30 -Comparative overview of the share of operating agps in the total expenses, 2012-2017

Percentage share of operating expenses in thesiqiahses
Undertaking
2012 2013 2014 2015 2016 2017
Naftachem L] [...] [...] [...] [...] [...]
Euro petrol [...] [...] [...] [...] [...] [...]
oMV [...] [...] [...] [...] [...] [...]




NIS [...]
Mol Serbia [...]
Lukoil [...]
Speed [.
Evolucija 2004 [..
Daki petrol [.
Eko Serbia L]
Source: Information provided by undertakings
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Based on the above tables, it can be noted than#jerity of undertakings has mostly kept
the share of respective operating expenses in dted &xpenses in retail trade of olil
derivatives at identical levels during the obsergedyear period. Taken individually, the
share of operating expenses in the total expens@sgd2017 was highest for company [...],
nearly tripling its operating expenses to about 1vdkile company [...] has recorded the
lowest respective share of 3.5%. The largest rémluah operating expenses in 2017 against
the previous year is recorded by companies [...], and [...], recording an 80%, 50% and
70% savings, respectively.

Table 31 provides a comparative overview of theraye operating expenses (operating
expenses per petrol station):

Table 31 -Comparative overview of the average operating egeemper petrol station, 2012-2017
Average operative expenses (in 000 RSD)

Undertaking
2012 2013 2014 2015 2016 2017

Naftachem [ [
Euro petrol [... [
oMV [...] [
NIS [...] [.
Mol Serbia [...] [..
[
[
[
[

Lukoll [...]
Speed [..
Evolucija 2004 [..
Daki petrol [..

Eko Serbia
Source: Information provided by undertakings
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Based on the above table, it can be noted that aoynp...] has recorded the highest

operating expenses per petrol station, while hapl the lowest respective costs. The
fluctuation trend in the average operating expehsasmirrored the fluctuation trend in the

total operating expenses. The highest drop in gecoperating expenses was recorded by
[...], resulting from a reduction in the total oging expenses by 80%.

5.2. Retail sales

Retail sales are presented as the sales of owWalees and non-core sales, given for each
category of petrol stations in 2017.

Table 32 provides an overview of the total retales in 2017:

Table 32— Total retail sales, 2017
| Undertaking | Total sales (in 000 |




RSD)
Naftachem [..]
Euro petrol [...]
OMV [...]
NIS [...]
Mol Serbia [...]
Lukoil [...]
Speed [...]
Evolucija 2004 L]
Daki petrol [...]
Eko Serbia [...]
Knez petrol [...]

Source: Information provided by undertakings

Based on the above table, it can be noted that) psevious years, company NIS had the
highest sales. The second highest earning undegtakas Lukoil with [...] lower sales,
followed by Eko Serbia, Knez petrol, OMV, Mol Seaband Euro petrol. Taken individually,
other undertakings have recorded less than [..theftotal sales, while company Evolucija
2004 had the lowest sales.

In order to obtain a clearer picture of retail sgderformance, a comparative trend analysis of
the two sales components, observed individuallpergormed.

Table 33 provides a comparative overview of redalés of oil derivatives:

Table 33 -Comparative overview of the retail sales of oilidatives, 2012-2017
Retail sales of oil derivatives (in 000 RSD)

Undertaking
2012 2013 2014 2015 2016 2017

Naftachem [..] [
Euro petrol [...] [
oMV [...] [
NIS [...] [.
Mol Serbia [...] [...

[

[

[

[

Lukoil L]

Speed [

Evolucija 2004 L]
L]

Eko Serbia
Source: Information provided by undertakings
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Based on the above table, it can be noted that aoynpllIS had the highest sales of oil
derivatives in 2017, about [...] higher than thiesa@enerated by Lukoil. The trend dynamics
indicate that the majority of undertakings has egmeed the increase in sales of oll
derivatives, ranging from 9% to 20%, while only][has failed to increase its sales relative to
2016.

Table 34 provides a comparative overview of theaye sales of oil derivatives (sales of oil
derivatives per petrol station):

Table 34— Comparative overview of the average sales dderilvatives per petrol station, 2012-2017

Average sales of oil derivatives (in 000 RSD)

Undertaking
2012 2013 2014 2015 2016 2017
Naftachem [...] [...] [...] [...] [...] [...]




Euro petrol Ll [.] [.] [.] [..] [.]
oMV [.] [.] [.] [.] [.] [.]
NIS [.] [.] [.] [.] [.] [.]
Mol Serbia [.] [.] [.] [.] [.] [.]
Lukoil [.] [.] [.] [.] [.] [.]
Speed [.] [.] [.] [.] [.] [.]
Evolucija 2004 L] [.] [.] [.] [.] [.]
Eko Serbia L [.] [.] [.] [.] [.]
Source: Information provided by undertaking

Based on the above table, it can be noted thatitheest average sales of oil derivatives per
petrol station have achieved Eko Serbia and Eutoolpdollowed by Naftachem, Mol
Serbia, and Lukoil. The lowest earning companygerol station is Evolucija 2004.

The analysis of y-0-y trends in the average sadegptrol station indicates that they mostly
mirror the trend in the total sales, except in ttwse of company Evolucija 2004,
experiencing a drop in the average sales due tmtiheased number of petrol stations.

The non-core saleselate to all sales not directly related to theesaif oil derivatives, and
include the sales of other of product assortmesttaurant sales, car wash sales, and auto
repair shop sales.

Table 35 provides a comparative overview of theeslod oil derivatives sales in the total
sales:

Table 35— Share of oil derivatives sales in the total saEpetrol stations, 2012-2017

Share of oil derivatives sales
Undertaking
2012 2013 2014 2015 2016 2017

Naftachem [..] [...] [...] [...] [...] [...]
Euro petrol [...] [...] [...] [...] [...] [...]
oMV [..] [..] [...] [...] [...] [...]
NIS [...] [..] [...] [...] [...] [...]
Mol Serbia [...] [...] [...] [...] [...] [...]
Lukoil [...] [...] [...] [...] [...] [...]
Speed [.] [...] [...] [...] [...] [...]
Evolucija 2004 L L.] [.] [.] [.] [.]
Eko Serbia L] [.] [.] [.] [.] [.]
Source Information provided by undertakings

Based on the above table, it can be noted thathhee of sales of oil derivatives in the total
sales during the observed six-year period has immged significantly. The highest share of
sales of oil derivatives in the total sales in 2@ 7ecorded by companies [...] and [...], with
94% each, while the lowest share of about 80%dsroed by company [...].

Table 36 provides a comparative overview of the-oore sales:

Table 36— Comparative overview of the non-core sales, 22077

Non-core sales (in 000 RSD)
Undertaking
2012 2013 2014 2015. 2016 2017
Naftachem [.] [.] [.] [.] [.] [.]
Euro petrol L [..] [..] [..] [..] [..]
oMV L] [..] [..] [..] [..] [..]




NIS [.] [.] [.] [.] [.] [.]
Mol Serbia [.] [.] [.] [.] [.] [.]
Lukoil [.] [.] [.] [.] [.] [.]
Speed [.] [.] [.] [.] [.] [.]
Evolucija 2004 L [..] [..] [..] [..] [..]
Eko Serbia L [.] [.] [.] [.] [.]

Source: Information provided by undertakings
Based on the above table, it can be noted thathidfgest non-core sales in 2017, as in

previous years, are generated by NIS, whereas aompa&olucija 2004 had the lowest
related sales.

5.3. Retail performance

Table 37 provides a comparative overview of therajoeg results, calculated by comparing
the total sales at petrol stations with the toteits:

Table 37— Comparative overview of the operating results,2Q017

Operating result (in 000 RSD)
Undertaking
2012 2013 2014 2015 2016 2017
Naftachem [..] [...] [...] [..] [..] [...]
Euro petrol [...] [...] [...] [...] [...] [...]
oMV [...] [...] [...] [...] [...] [...]
NIS [...] [...] [...] [...] [...] [...]
Mol Serbia [...] [...] [...] [..] [..] [...]
Lukoll [...] [...] [...] [..] [..] [...]
Speed [..] [...] [...] [..] [..] [...]
Evolucija 2004 | [.] [.] [.] [.] [.]
Daki petrol [...] [...] [...] [...] [...] [...]
Eko Serbia [...] [...] [...] [...] [...] [...]

Source Information provide by undertakings

Based on the above table, it can be noted thatnalértakings have earned positive profits,
except for [...] whose total costs exceeded tawaénues. The top-performing companies are

[..],[.], and [..].

The analysis of retail performance of undertakimgsifested in trading profits, calculated by
dividing trading profits and sales, indicates ttha top-performing companies in 2017 were
[...] (28%), [...] (21%), and [...] (20%), followday [...] (14%), [...] (11%), and [...] (8%). The
lowest trading profit of about 0.3% is recordeddoynpany [...].



IV OIL DERIVATIVES PRICE TREND ANALYSIS FOR 2017

1. OIL DERIVATIVES PRICE TREND ANALYSIS IN RETAIL

The weighted-average purchase price of all obseoiederivatives is calculated for each
month of the year, observing both domestic andreatesources of supply separately and the
total volume of purchases from both sources.

On the other hand, the weighted-average sellingepriat petrol stations on highways,
arterials, rural and urban areas are also calcllate

The analysis of trends in retail pricing of oil detives relied on the figures net of fiscal
duties (VAT and excises).

1.1.Analysis of trends in retail pricing of gasolines

EURO BMB 98

The purchase of gasoline, Euro premium BMB 98, wasstly domestically sourced,
whereas only [...] and to an extent [...] have pred this oil derivative from foreign sources.

The analysis of average purchase prices net ddlfdbaties indicates that company [...] has
maintained the lowest price during all observed thenprocuring the entire volumes of this

energy derivative from domestic sources. The pwwehmices of other undertakings were 9-
11 din/l higher. In percentage terms, the averagehase prices of other undertakings were
15-23% higher relative to purchase prices [...].

On the other hand, the purchase prices of [...¢yming this energy derivative from foreign
sources were higher than the purchase prices .pff¢r. about 10 din/l, and relatively
identical to purchase prices of other undertakprgeuring domestically.

In terms of the average selling prices net of figkdies at petrol stations urban areas
[...] had the lowest prices, followed by [...], whas [...] and [...] recorded the highest selling
prices, on average 11 din/l and 9,5 din/I high&atnee to [...] and [...], respectively.

When it comes to average selling prices at petailaison highways [...] had the lowest
prices, while [...] and [...] have recorded thehagt selling prices, on average about 10 din/|
higher.

The analysis of prices at petrol statiars arterial roads indicates that companies [...] and
[...] have recorded the lowest selling prices, wldbmpanies [...] and [...] have maintained
the highest prices, for 8 din/l and 10 din/l highelative to [...], respectively.

Out of the three undertakings selling this energgvétive at petrol stations rural areas,
company [...] had the lowest prices, unlike [.e¢arding the highest selling prices, whereas
the respective price difference between the twcettalings was about 4 din/I.

If we compare the prices of this particular oil idative following the petrol station
classification, it can be noted that the highestgsr are maintained on highways, while the
lowest prices are recorded at petrol stations nalrareas, whereas the respective price
difference has reached almost 4 din/l. The avesatisg prices of Euro premium BMB 98 at



petrol stations on arterial roads and in urbansavezre approximately the same, while higher
for 2 din/l and 3 din/l, respectively, against gireces at petrol stations in rural areas.

In terms of average prices on all categories ofgbstations, company [...] had the lowest
prices, while the prices of other undertakings westwveen 2% and 16% higher. Company
[...] has maintained the highest selling prices.

Diagram 7 gives a graphic representation of theamee selling and purchase price trends
during 2017:

Diagram 7- BMB 98 price trends, 2017

RSD/
80,00 30,00
7000  g—— 000 oo ..,
60,00 p— - — | 20.00
40,00 - 15,00 g SElling price
30,00 L 10.00 purchase price
20,00 ’ =®=Iprice difference
10,00 - 3,00 [
0,00 — T T T T T T T T 0,00

January-December

Source: Information provided by undertakings

Based on the above diagram, it can be noted tbatdling prices have increased 8% by the
month of April, followed by a decrease afterwaralsly to reach about 3% increase in total at
year-end compared to January.

If we compare the volume-weighted average sellingep at all petrol stations with the

volume-weighted purchase prices of this energyvdévie procured from both supply

sources, it can be noted that undertakings haveedarositive profits, where companies [...],
[...] and [...] have recorded the highest averageemifferentials of 20-25 dinars, while [...]

had the lowest profits of 13 dinars. In percentégrens relative to purchase prices, the
average price differentials have ranged from 26%9%.

EURO PREMIUM BMB 95

The purchase of gasoline, Euro premium BMB 95, mastly domestically sourced, whereas
companies [...], [...] and [...] have procured thisderivative from foreign sources.

The analysis of average purchase prices net dallfthtties of this energy derivative procured
from both supply sources, indicates that company lias maintained the lowest prices,
followed by [...], both fully domestically suppliedvhile the purchase prices of other
undertakings were higher for 2-9 din/l or betwee203%6 relative to [...].

If we observe the purchase prices of this energivateve against respective supply sources,
it can be noted that [...] import price was foriBais lower than the import price of [...] and

...



If we compare international and national marketsenms of the purchase price realized, it
can be noted that the [...] import prices were Zadin/l higher relative to the company’s
domestic prices realized, while the [...] domeptices exceeded the import prices.

In terms of the average selling prices net of fiskdies, the lowest prices at petrol stations
on highwayswere recorded by [...], while the price of othedartakings was higher for 3-8
din/l relative to the [...] selling price. The higgt average selling prices are recorded by [...].

At petrol stationsn urban areas companies [...], [...] and [...] have maintairted lowest
prices, while other undertakings have recorded drigirices for 1-6 din/l relative to [...].
Company [...] recorded the highest average sefimzes.

In terms of petrol stationsn arterial roads, company [...] has maintained the lowest prices,
followed by [...], while other undertakings havewseded higher prices, averaging between 1-
6 din/l relative to [...]. Company [...] has receddthe highest relative prices.

Out of the four undertakings selling this energyiggive at petrol stations rural areas,
company [...] had the lowest prices, whereas thpative prices of other undertakings were
higher for 3-4 din/I.

If we compare the prices at all petrol stationscah be noted that the highest prices are
recorded at petrol stations on arterial roads, edeethe lowest prices are recorded at petrol
stations in rural and urban areas, recording apmately the same levels, and being for 3
din/l lower than the average selling prices of #mergy derivative traded at petrol stations on
arterials.

If we observe the average price levels on all categ of petrol stations, it can be noted that
[...], followed by [...] have maintained the lowgstces of this particular oil derivative, while
the highest prices are recorded by [...]. In peiags terms, the prices of other undertakings
were 2-10% higher against the [...] prices.

Diagram 8 gives a graphic representation of theamesweighted purchase and selling prices
net of fiscal duties:

Diagram 8- Euro premium BMB 95 price trends, 2017
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Based on the above diagram, it can be noted tlkahtbrage selling price of Euro premium
BMB 95 saw a 7% increase by the month of May, fe#d by a downward trend, only to
reach approximately the same level at year-endivelto January.



If we compare the volume-weighted average sellingep at all petrol stations with the
volume-weighted average purchase prices of thigggnderivative procured from both
supply sources, it can be noted that undertakin@#e hearned positive profits, where
companies [...] and [...] have recorded the highest differentials of 18-20 din/I, while [...]
had the lowest profits of 13 din/l. In percentagents relative to purchase prices, the average
price differentials have ranged from 25% to 45%.

1.2.Comparative analysis of gasoline purchase prices

To gain an understanding of the difference in wie¢ which gasolines are purchased
(BMB 98 and Euro premium BMB 95), the following cparative analyses are detailed
below:

Comparative analysis of the average prices at whinttertakings have purchased
gasolines from NIS;

Comparative analysis of the average prices at wheehntically integrated
undertakings [...] and [...] have purchased gasslifrom their affiliates and the
average prices at which they have purchased gasdiiom other suppliers.

Diagram 9 provides an overview of the average pratewhich undertakings have purchased
gasoline from NIS, calculated as the ratio of tb&ltvalue to the total volume of goods
procured:

Diagram 9— Average purchase prices of gasolines, 2017
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Source Information provided by undertakings

Based on the above diagram, it can be noted thptipdertakings have procured gasolines
from NIS, whose purchase prices were higher betWeémnd [...] din/l against the prices at
which NIS has supplied its own petrol stations.

The comparative analysis of prices at which velliicantegrated undertakings have
purchased gasolines from their affiliates and terage purchase prices at which they have
procured gasolines from other suppliers is preskeint®iagram 10:

Diagram 10— Comparative analysis of the average purchase pricegasolines of vertically
integrated undertakings, 2017

[-..]

Source: Information provided by undertakings
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1.3. Analysis of trends in retail pricing of diesefuels

EURO DIESEL

The procurement of Euro diesel was made from batimestic and foreign sources. The
analysis of the average purchase prices net dlfiidties for this energy derivative procured
from both supply sources indicates that companyhad the lowest prices, followed by [...].



The purchase prices of other undertakings were d@w3-9 din/l higher than the [...]
purchase prices, while [...] has recorded the lEgpeces.

On the other hand, if we compare the purchase phgesupply sources, it can be noted that
[...] and [...] have paid the highest prices forddiesel purchases from foreign sources,
while [...] paid the lowest prices of Euro dieselporting this oil derivative only three times
during the year. If we compare the purchase pr¢esdertakings supplied on both national
and international markets, it can be noted thatint@ort prices of [...] and [...] were for 2
din/l higher than domestic prices.

In terms of the average selling prices net of fighdies, company [...] has maintained the
lowest prices at petrol statios highways while the selling prices of other undertakings
were higher for 4-10 din/l. Company [...] has retamt the highest prices.

At petrol stationsn urban areas the lowest average retail prices were maintaimedl...].
The prices of other undertakings were higher fdrl3in/l. The highest prices are recorded

by [...].

In terms of average retail prices at petrol staiom arterial roads, companies [...] and [...]
have maintained the lowest prices, while the prmfesther undertakings were for 2-9 din/I
higher relative to [...]. Company [...] had thelegt prices.

At petrol stationsn rural areas, [...] has recorded the lowest average retailgstid he prices
of other undertakings were for 2-7 din/l higher,il@lj...] had the highest prices.

If we observe the average retail prices on vargaisgories of petrol stations, it can be noted
that the highest prices were maintained on highywayde the prices at other petrol stations
were lower for 3-4 dinars.

If we compare the average prices on all categafiggetrol stations, it can be noted that the
lowest prices were maintained by [...], followed py]. Companies [...] and [...] have
recorded the highest prices, on average 10 digkidrithan [...].

Diagram 11 gives a graphic representation of tiegasge selling and purchase prices:

Diagram 11— Euro diesel price trends, 2017
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Based on the above diagram, it can be noted tleatdling prices have increased by almost
5% by the month of May, followed by a downward tigonly to reach the same level at
year-end relative to January.



If we compare the weighted average selling prideslligpetrol stations with the weighted-
average purchase prices of this energy derivatieeyped from both supply sources, it can
be noted that the highest price difference of 2¢l dire recorded by [...] and [...], while [...]
had the lowest price difference of 8 din/l. In pertage terms, the average price difference
ranged between 15% and 47% of the purchase price.

DIESEL GAS OIL 0.1

The procurement of diesel Gas oil 0.1 was made flomestic sources only.

Company [...] had the lowest average purchase gnie¢ of fiscal duties, while the prices of
other undertakings were higher for 3-7 din/l onrage.

The lowest average retail prices net of fiscal ekitat all petrol stations were maintained by

[...], while the prices of other undertakings wdrigher for 2-5 din/l. Company [...] has
recorded the highest prices.

Diagram 12 gives a graphic representation of thiediin average selling and purchase prices:
Diagram 12- Diesel Gas oil 0.1 price trends, 2017
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Based on the above diagram, it can be noted tleahvtkrage retail price rose by 5% in the
first four months of 2017, followed by a downwardrtd, only to reach the same level at
year-end relative to January.

If we compare the volume-weighted average sellingep at all petrol stations with the
volume-weighted average purchase prices of thigggnderivative procured from both
supply sources, it can be noted that all undertgkinave earned positive profits, with
respective differences in price ranging from 8-18/ld In percentage terms relative to
purchase prices, the average price differencesdhfigm 14% to 26%.

1.4. Comparative analysis of diesel purchase prices

To gain an understanding of the difference in riaewhich diesel fuels are purchased, the
following comparative analyses are detailed below:

Comparative analysis of the average prices at whidltertakings have purchased
diesel fuels from NIS;



Comparative analysis of the average prices at whiehntically integrated
undertakings [...] and [...] have purchased didésels from their affiliates and the
average purchase prices of other suppliers.

Diagram 13 provides an overview of the averageegriat which undertakings have
purchased diesel fuels from NIS, calculated asdtie of the total value to the total volume
of goods procured.

Diagram 13- Average purchase prices of diesel fuels, 2017

[-..]

Source Information provided by undertakings

Based on the above diagram, it can be noted thhupdertakings have procured diesel
fuels from NIS, whose purchase prices were highetau[...] din/l against the prices at
which NIS has supplied its own petrol stations.

The comparative analysis of the average priceshathwertically integrated undertakings
have purchased diesel fuels from their affiliated #he average purchase prices at which
they have procured diesel fuels from other suppiepresented in Diagram 14:

Diagram 14 - Comparative analysis of the average purchase prifediesel fuels of vertically
integrated undertakings, 2017

[-..]

Source: Information provided by undertakings
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1.5. Analysis of trends in retail pricing of LPG

The procurement of liquid petroleum gas was prilmariade from domestic sources, while
[...], [...] and [...] have purchased LPG from figresources.

If we compare the purchase prices on the domesi&enin din/l, it can be noted that [...]

has recorded the lowest prices, while prices oémotindertakings were higher for 2-8 din/l,

whereas [...] had the highest prices. In termshgdart prices, [...] has recorded the lowest
price, while the price of [...] and [...] were férand 2 din/l higher, respectively.

If we observe the average purchase prices from fugply sources, it can be noted that [...]
had the lowest prices, followed by [...]. Companieg and [...] have recorded the highest
prices, for 4 din/l on average higher than pricegs.q.

In terms of average selling prices at petrol stetmn highways company [...] has recorded
the lowest prices, while the prices of other uralaenigs were higher for 1-5 din/l. The
highest average selling prices on this categopetfol stations was maintained by [...].

At petrol stationsn urban areas the lowest average selling prices were maintaimefl..]
and [...], recording approximately the same leveikijle the prices of other undertakings
were higher for 3-5 din/l. Companies [...] and have recorded the highest prices.

The lowest average selling prices at petrol statoonarterial roads are recorded by [...] and
[...], while the prices of other undertakings wéoe2-4 din/l higher. Companies [...] and [...]
have maintained the highest prices.



In terms of average selling prices at petrol steio rural areas, [...] had the lowest prices,
followed by [...], while the prices of [...], [..gnd [...] were for 5 din/l higher relative to the
average selling prices of [...].

If we observe all categories of petrol stationgaih be noted that the lowest average selling
prices net of fiscal duties were maintained by nd [...].

Diagram 15 gives a graphic representation of tieegrends:
Diagram 15— LPG price trends, 2017
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Based on the above diagram, it can be noted tHatwiog the average selling price increase
of 5% by the month of April, the prices saw a downavirend, only to reach the same level
at year-end relative to January.

Undertakings that have traded in LPG for motor glgsi - auto gas, have earned positive
profits, with respective differences in price ramgifrom 5-14 din/l. The highest price
difference was recorded by [...], while [...] hdw lowest price. In percentage terms relative
to purchase prices, the price differences rangasldass 17% and 55%.

1.6. Retail price structure of oil derivatives inthe Republic of Serbia and neighboring
countries

In order to obtain a clearer picture of the extenivhich the average retail price of oil
derivatives is burdened with levies, whereas th@war of all levies per liter of petrol

products (of fiscal and nonfiscal character) isetaknto account for the purposes of
ensuring more precise price comparison, a comparatrerview of the retail prices of oil

derivatives in the neighboring countries is proditelow.

It should also be noted that the average retatlepras on October 29, 2018, expressed in
euro calculated at the middle exchange rate ofexds national banks are taken for the
analysis purposes.

Diagram 16 provides a comparative overview of therage retail prices of gasoline BMB
95 in the countries in the region:



Diagram 16— Average retail price structure of gasoline Euro miam BMB 95, 2018
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Based on the above diagram, it can be noted tlastiare of taxes as a % of retail selling
price of gasoline BMB 95 is highest in Croatia t@ag 57.54%, while Serbia is ranked
third among regional countries with 53.@%duel duties per unit of fuel purchased.

The lowest levies of 47% of retail selling price aecorded in Bulgaria, while slightly higher
levels are seen in Macedonia, and Bosnia and Heviaegy In terms of the average company
set prices, they are highest in Bulgaria at 0.6 REUollowed by Serbia with 0.62 EUR/I,
while the prices net of taxes in Croatia, RomaMantenegro, and BiH are set at a nearly
identical level of 0.60 EUR/I. Overall, the compasst prices in the region have not varied
significantly.

Diagram 17 provides a comparative overview of therage retail price structure of diesel
fuels in the countries in the region:

Diagram 17— Average retail price structure of Euro diesel, 2018
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Based on the above diagram, it can be noted tleashire of taxes as a % of retail selling
price of diesel fuels is highest in Serbia, reaghtil.74% of the retail price, followed by



Croatia with 49.67%. The lowest levies are recortredlacedonia with a 38.14% of the
retail selling price. In terms of average compasy prices, they are almost identical in
Croatia, Montenegro, and Serbia and amount to &W@®&/I, while lowest in Bosnia and
Hercegovina where they are set at 0.62 EUR/I.

Diagram 18 provides a comparative overview of therage retail prices of LPG in the
countries in the region:

Diagram 18- Average retail price structure of LPG, 2018
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Based on the above diagram, it can be noted tlealethes are highest in Serbia, reaching
45.6% of share of retail selling price of LPG. Tlevest respective levies on LPG are
recorded in Croatia, set at 21% of the retail po€&PG. In terms of average company set
prices, they are highest in Hungary, set at 0.5REUvhile Serbia has one of the lowest
company set prices in the region, set at 0.39 EURiereas Bulgaria has the lowest levies
set at 0.37 EURII.

2. ECONOMETRIC ANALYSIS

The goal of correlation and regression analysesepted in this segment is to establish the
intensity of price reactions of the bestsellingietive sold at petrol stations in urban areas,
Euro diesel, relative to the crude oil price change

Following the drop in crude oil prices in 2014 &@l5, a gradual upward trend has occurred
during 2016, only to continue in 2017 as well.

The following data series ate used to analyze #gres, i.e., speed of Euro diesel price

adjustments:
price of crude oil type BRENT (USD/barrél)
retail price net of fiscal duties of Euro diesepatrol stations in urban areas (RSD/I)




dinar to US dollar exchange rate

The evaluated model has demonstrated that more4b®%n of the Euro diesel retail price
variability is explained by the global crude oiiga trends observed during the three weeks
preceding the current period. The result is allrttee important given the frequency of data.

The regression model is evaluated by using Eviedus sbftware, which best describes the
dependency of Euro diesel retail price on the caitiFends in the current period, as well as
in the three preceding periods. The model hasfaet®y properties and is presented in the
following table:

Table 38— Evaluated model of Euro diesel price trends (d@h4-Dec 2017)

Variable Estimate Standard error t-ratio
Constant 0,000 0.0008 -0.0788
Crude oil growth rate 0.0397 0.0173 2.295379**
Crude oil growth rate (-1) 0.1175 0.0174 6.74519*
Crude oil growth rate (-2) 0.1004 0.0174 5.753904*
Crude oil growth rate (-3) 0.0879 0.0173 5.068604*
R2=0,4104 S=0,0109 Q(6)=9,29 SC=-0,6097 DW=1,73

* significance level of 1%
** significance level of 5%
*** gignificance level of 10%

It is relevant to point out that a 4-year intengdta monitored on a weekly basis are
examined, starting at Week 1/Jan 2014 and enditlyWeek 52/ Dec 2017, totaling to 209
observations. Additionally, a data transformatian performed, specifically the first

differences of LOG on time series which are apprately equal to the discrete growth
rates.

The following chart provides an overview of thesdieprice reaction to a sudden change in
crude oll price.

Chart 1- Diesel price reaction to a sudden change in crudierice, 2017
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Based on the above graphic representation, a periatiich the reaction to a change occurs
is easily noticed. Also, an upward trend stabilizafter Week 5 is noticeable, after which the
shock effect is eliminated.

Table 39 provides an overview of the spreadshetti®thart:

Table 39 mpulse response function, IRF

Sequence of Number of weeks
Cholesky
decomposition 1 2 3 4 5 6 7 8 9 1(

Crude oil — FX rate

Euro diesel retail
price 0.001 | 0.005f 0.004 O0.00p 0.002 0.0p1 0.¢01 0.PO0 000[00.000

Based on the above data, it can be noted that egk-weriod is needed for domestic prices
to be fully adjusted to the changes in global croidierices.

It is relevant to point out that the chart aboveated by using Eviews 10+ software gives an
evaluation of the vector autoregressive model gitreat these models are used when a
dynamic relation between variables needs to beyasd) which was precisely the goal in
this part of the analysis.

The VAR(2) model is set as an outline of the encpiranalysis of interrelations between the
following three time series: retail net price ofr&uwiesel sold at petrol stations in urban
areas, dinar to US dollar FX rate, and the globahBcrude oil prices.

To gain an understanding of the system reactiomnexpected influence (impulse), the

impulse response function is used. The IRF is ¢aled on the base of Cholesky

decomposition of a covariance matrix into uncoteglaerrors over a sequence: crude oil
price — FX rate — retail price of Euro diesel. T$éequence corresponds to the nature of
economic relations and is in line with previousstablished direction of causation. The IRF

is obtained by adding the values of parameterkanrmpulse response function for observed
unit shock — change of the global crude oil pringtee retail price of Euro diesel.



V CONCLUSIONS AND RECOMMENDATIONS

1. CONCLUSIONS

Based on the data collected and inquiry conducterl gompetitive conditions prevailing on
the oil derivatives production and retail market017, as well as based on the comparative
analysis of individual financial categories in theeceding six-year period, the Commission
has derived the following conclusions:

The total crude oil production in the Republic of Serbia in 2017 amounted to about
one million tonnes, while the total imports reacladdut 2.5 million tonnes. Based on
the Energy Balance data, the observed trend ofedstrg domestic crude oil
production in favor of imports will continue in tlkeming period as well.
Purchase prices of crude oiprocured from foreign sources, as in previous yaats
throughout the entire 2017, exceeded the pricesuafe oil procured domestically.
The total production of oil derivatives in 2017 amounted to about [...] tonnes,
whereas gasolines had the highest share of theoibtierivatives production of /60-
70/%, while non-energy and energy generating foale accounted for /20-30/% and
/5-10/% of the total production, respectively. Tdualysis of the previous six-year
period indicates the existence of an upward trerttie total production of all, as well
as individual types of oil derivatives, with thecasional oscillatory trends observed
in terms of decrease in output.
The total imports of motor fuels in the Republic of Serbia in 2017 amounted to
731,498 tonnes, whereas gasolines saw a significargase in imports by about 45%
relative to 2016, while the imports of diesel fuglsreased by only 5%. In terms of
LPG for motor vehicles — auto gas, the 2016 impbdd a downward trajectory
which also continued throughout 2017, amountingltout 10%. The major importers
of gasolines, as in 2016, were [...] and [...], leihe major diesel importers were [...]
and [...]. In terms of LPG for motor vehicles —@ghs, the only three importers were
[...], [...] and [...]. Gasolines are imported frdm] and [...], while diesel fuels are
imported from [...], [...], [...], [...] and [...].
The total number of petrol stationsowned by undertakings covered by the inquiry
is 724, two more than in 2016, while the total nembf all petrol stations in 2017
according to the information provided by the Minysbf Mining and Energy was
1481, 97 more than in 2016. When compared to tbeiqus year data, Naftachem,
NIS, and Daki petrol have reduced the number oir thetrol stations, while ol
Serbia, Lukoil, Evolucija 2004, and Eko Serbia hawaeased the number of petrol
stations. Three undertakings have preserved thebeunof petrol stations in
operation.
The procurement of gasolinevas predominately conducted on the domestic market,
whereas NIS was the largest supplier, while congsaii..], [...] and [...] have
procured gasolines from foreign sources. Four uakemgs have made indirect
purchases via affiliates. The supplier concentrai® high given that the top 5
suppliers make between 86% and 100%.
The total turnover of gasolinesin the Republic of Serbia in 2017 based on data
provided by the Ministry of Finance amounted to 289 thousand liters, whereas the
turnover of undertakings covered by the inquiry anted to 69%. Company NIS
holds the highest market share of about /30-4064gvied by Lukoil with /5-10/%,
ko Serbia with /5-10/%, MV with /5-10/%, and ol Serbia with /0-5/%. If we
compare data on traded quantities of gasolinekdrptevious period, it can be noted
that the majority of undertakings has experienceatight increase in turnover, while
company [...] has recorded a significant increadSempanies [...] and [...] have



recorded the highest drop in turnover, while conypfn] has reduced the sales
volume of gasolines by 10%. The highest turnover petrol station in 2017 is
realized by company Eko Serbia, followed by NIS,|Eerbia, and OMV.

The procurement of diesel fuelswas largely domestically sourced, whereas
company [...] is observed as the largest supphbrle companies [...], [...] and [...]
have secured a significant share of diesel fuels fioreign sources. Six undertakings
have made indirect purchases from affiliates. Theseld supplier concentration in
2017 is high, given that the top 5 suppliers mad®vben 89% and 100% of the total
diesel fuel supply.

The total turnover of diesel fuelsin the Republic of Serbia in 2017 based on data
provided by the Ministry of Finance amounted to7%,284 thousand liters, whereas
the turnover of undertakings covered by the ingamounted to 56%. Company NIS
has the highest total turnover rate of about /2043@llowed by MV with /5-10/%,
Lukoil with /5-10/%, Knez petrol with /0-5/% ando Serbia with about /0-5/%. The
analysis of the trend dynamics of traded quantitiesliesel fuels in the previous
period indicates that the majority of undertakihgs recorded a slight increase, while
company [...] has experienced a significant grovelative to 2016, increasing the
sales by about 84%. On the other hand, a signifideop in sales is recorded by [...],
amounting to about 30%, while Daki petrol has reduthe sales by about 56%. The
highest turnover per petrol station was recorded iV, followed by NIS,
Naftachem, and Mol Serbia.

The procurement of LPGwas largely made from domestic sources, wherehsupd
[...] have secured a significant share of LPG frfmreign sources, while [...] has
procured somewhat smaller quantities on the forgigrkets.

The total turnover of LPG in the Republic of Serbim 2017 based on data provided
by the Ministry of Finance amounted to 389,532 "amd liters, whereas the turnover
of undertakings covered by the inquiry amounteditout 55%. Company NIS has the
highest market share of about /10-20/%, followed_bkoil, Knez petrol, Eko Serbia,
and OMV with /5-10/%. The analysis of the trend ayncs during the previous
period indicates that the majority of undertakihgs recorded sales fluctuations, with
a drop in sales of LPG in 2017 recorded by the nitgjof observed undertakings.
Companies [...] and [...] have recorded the higlhest of sales revenues, while the
highest turnover per petrol station is achievedtky Serbia.

The highest turnover of oil derivativesin 2017 is recorded by NIS, by [...] higher
than of the second ranking undertaking, Lukoil. Towest turnover of oil derivatives
was recorded by Evolucija 2004, although recordirgpsitive trend relative to 2016.
The analysis of the trend dynamics indicates thatrhajority of undertakings has
recorded a growth of revenue from the sales ofggnéerivatives in 2017, whereas y-
0-y data indicate that company [...] has recordedighest growth of nearly 20%,
while others saw an increase between [...] and Company [...] was the only one
that has kept the 2016 revenue levels. The higbasting companies per petrol
station are Eko Serbia and Euro petrol, unlike Eegh 2004 with the lowest average
respective turnover. The fluctuation trend in tiverage revenues has mirrored the
fluctuation trend in the total revenues.

The highest earning company from non-core activitigin 2017 was NIS, while the
lowest related turnover is recorded by Evolucij@£20Relative to 2016, the majority
of undertakings has generated a growth in reverane fion-core activities.

Positive operating resultsin 2017 are achieved by 9 undertakings, while arlg
undertaking, companj...], as in the previous two years, had a negatigenomic
performance.

The lowest average purchase prices of gasoline BMEB in 2017 was recorded by
[...], procuring from domestic sources, while thiee@s of other undertakings were 15-
23% higher.



The lowest average selling prices of gasoline BMB@re maintained by companies
[...] and [...], while the prices of other undeiiteds were 2-16% higher.

Positive price differencesare recorded by all undertakings trading in gagoBiviB
98, whereas the highest difference in price iseaad by [...], [...] and [...], while the
lowest price differences are recorded by [...] pnd

The lowest purchase prices of gasoline Euro premiuBMB 95 in 2017 is recorded
by [...], while the purchase prices of other unalerigs were 3-20%igher.

The lowest average selling prices of gasoline Eugremium BMB 95 taking into
account prices at all petrol stations is recordgd.b], followed by [...], while the
highest prices are maintained by [...], on aveiagier for 6 din/l. In relative terms,
the prices of other undertakings were 2-10% higkéative to the selling prices of
[...]-

Positive price differencesare recorded by all undertakings trading in gagokluro
premium BMB 95, whereas the highest difference rmitgs of 17-20 din/l are
achieved by [...], [...] and [...], while the lowgwmice difference of 13 din/l is recorded
by [...]. When compared against the purchase ptfieeaverage price differences have
ranged between 25% and 45%.

The lowest average purchase prices of Euro diesal 2017 is recorded by [...],
procuring this energy derivative domestically, whithe purchase prices of other
undertakings were 3-20% higher

The lowest average selling prices of Euro diesel 2017 taking into account prices
at all petrol stations are recorded by [...], folém by [...] and [...], while the highest
respective prices are maintained by [...], on ayetagher for 10 din/l relative to [...].
The selling prices of other undertakings were 5-188her.

Positive price differencesare recorded by all undertakings trading in Eureséli,
whereas the highest difference in price of 22 dsméchieved by [...], while the lowest
price difference of 8 din/l is recorded by [..5. percentage terms relative to purchase
prices, the average price differences have rangeudeen 15% and 46%.

The lowest average purchase prices of diesel Gas$ @il are recorded by [...], while
the prices of other undertakings were higher fat @in/l. In percentage terms, the
prices of other undertakings were 8-16% higher.

The lowest average selling prices of diesel Gas 0ill taking into account prices at
all petrol stations are maintained by [...], white prices of other undertakings were
2-5 din/l higher, that is, 4-9% higher in percemtagrms.

Positive price differencesare recorded by all undertakings trading in di€za$ oil
0.1, whereas the highest difference in price oflit#Zl is recorded by [...], while the
lowest price difference of 8 din/l is achieved hy|[

The average prices at which undertakings have purased diesel fuels from NIS
were higher for [...] din/l against the prices dtieh NIS has supplied its own petrol
stations. The prices at which vertically integrateddertakings have purchased
gasolines from their affiliates, except for [..4Qirphasing under considerably more
favourable conditions, were identical or for a deugf dinars lower than the prices of
other suppliers.

The lowest average purchase prices of LP@aking into account both supply
sources are maintained by [...], while the purchasmes of other undertakings were
2-8 din/l higher. In percentage terms, the purchagmes of other undertakings were
6-33% higher.

The lowest average selling prices of LP@aking into account prices at all petrol
stations are maintained by [...], followed by [.The prices of other undertakings
were 5-12% higher.

Positive average price differenceare recorded by all undertakings trading in LPG.
The lowest average difference in price of aboutril ds achieved by [...] and [...],
while the highest price difference of 14 din/l iscorded by [...] and [...]. In



percentage terms relative to purchase prices, Wtegage price differences have
ranged between 17% and 55%.

Prices net of fiscal duties, the so-called ‘companset prices’, of Euro premium
BMB 95 in EUR/I indicate no significant differences betweegional countries. In
terms of fuel duties, Croatia has recorded thedsgbhare of taxes levied per unit of
fuel purchased, amounting to 57.54% of the retadep whereas Bulgaria had the
lowest respective taxes of 47%, while Serbia wasked third among regional
countries with 53.6% of fuel duties per unit of lfpeirchased. The highest average
selling prices are recorded in Croatia, Montenegnal, Serbia, while the lowest prices
are seen in Macedonia, and Bosnia and Herzegovina.

Prices net of fiscal duties, the so-called ‘compansget prices’, of Euro dieselin
EUR/I indicate that regional countries have hadraxmately the same price levels,
except for Bosnia and Herzegovina where diesekprigere lower. In terms of fuel
duties, Serbia was ranked first among regional t@min the share of taxes levied
per unit of fuel purchased, reaching 51.14% ofrétail price, while the respective
share in Macedonia is lower and accounts for 38.bf%e retail price. The highest
average retail prices are recorded in Serbia, @oand Montenegro, while the
lowest prices are seen in Bosnia and HerzegovimchMacedonia.

Prices net of fiscal duties, the so-called ‘comparset prices’, of liquid petroleum
gasin EUR/I have considerably oscillated between aegi countries, reaching the
highest levels in Hungary and Montenegro, while tlbgvest in Bosnia and
Herzegovina, and Bulgaria. The highest share otdabevied per unit of fuel
purchased of 46% is recorded in Serbia, while tweebt respective fuel taxes are
recorded in Croatia, amounting to 21% of the averagtail price. The highest
average retail prices are maintained in Serbialenthie lowest prices are recorded in
Bulgaria and Romania.

2. RECOMMENDATIONS

At the outset of this segment, it is necessarydimtpout the degree of implementation of
recommendations given in the previous reports. ©kerview of recommendations is
provided in Table 40:

Table 40 -Implementation degree of recommendations provikdékde previous report

Recommendations Annual progress update

To keep statistical records on oil and oil derivesi
Partial progress

To provide for opinion all relevant legislation and
regulations by line state authorities No requests for the provision of
opinions




In terms of recommendations provided in the previmports on keeping statistical records
on oil and oil derivatives, it should be noted tthas year either, the Ministry of Mining and
Energy was not in the possession of own aggregdtean trade in individual oil derivatives,
instead, has provided the related information t® @ommission based on data collected
pursuant to the Regulation on labelling (markinfypibderivatives. It should be added that in
its letter addressed to the Commission, the MyistiMining and Energy has underlined that
pursuant to the Rulebook on deadlines, content raadner of submitting data on the
purchase and sale of oil, oil derivatives, biofusisl compressed natural gas (Official Gazette
of the RS 22/13), a database is created during ,28t@ing data since April 16 on
undertakings dealing in the production and tradeoibfand oil derivatives, biofuels and
compressed natural gas, as well as in the tradeatbr and other fuels at motor vehicle
fueling stations. In that regard, aggregate dattherirade in oil and oil derivatives would be
available to the Commission as of 2018, which wealhstitute a significant data source for the
future inquiries into this market.

Regarding the number of petrol stations, the Comimishas received related information
from the Ministry of Mining and Energy this year a®ll, in turn provided with the total
number of petrol stations by the Ministry of Traded Telecommunications within the
framework of the monitoring of the program of maikiof oil derivatives. Here is important
to underline that pursuant to the Regulation onraineents to the regulation on monitoring
the quality of oil derivatives and biofuels (OffitiGazette of the RS 5/2017) passed in late
2017, the Ministry of Trade and Telecommunicatidvas created the Public database on
petrol stations, available at the Ministry’s webSitobligating undertakings to submit
information on energy facilities used for the pemfiance of the energy activity.

As for the recommendation on the cooperation neeedbe established between the
Commission and other competent authorities towardsating the legal and business
environment that would enable free market competjtthe Commission has not received
any request in the past year from state authoffitiethe provision of its opinions.

Based on the above presented conclusions and eweofithe progress achieved concerning
the recommendations provided in the previous ydhes,Commission adopts the following
recommendations:

Continuous monitoring of the oil sector requiregiag precise statistical records on
oil and oil derivatives data in all phases of prctthn and trade cycle. The key issue
faced by the Commission when drafting reports engéctor inquiries conducted in
the previous period was the lack of aggregate olatidne wholesale and retail trade of
oil derivatives, in total, per types of derivatiyes well as observed by individual
economic entities, based on which it would be fmesio precisely determine the
respective market shares of undertakings and tteal market power. Although
certain improvements have occurred, whereas the n@ission was able to
approximately derive data on the total turnovedinme with data provided by the
Ministry of Finance and data provided by the Minystf Mining and Energy in line
with the Regulation on labelling (marking) of oilemvatives, the Commission
reiterates the commitment of energy entities paring the activity of production and
trade in oil, oil derivatives, biofuels and com@ed natural gas, to submit data to the
Ministry of Mining and Energy on the purchase aates of oil and oil derivatives,
prices of oil derivatives, as well as other dataspant to Article 335 of the Energy
Law (Official Gazette of the RS 145/2014).

http://mtt.gov.rs/javna-baza-benzinskih-stanica/




The Commission here also reiterates the signifieariaegulations in this sector, that
is, points out to the importance of cooperatiorwieein the Commission and other
competent authorities towards creating the legdllarsiness environment that would
enable free market competition. In this respea,@lommission restates the necessity
of submitting all relevant legislation and reguats by all competent state authorities
for the provision of opinions by the Commission.

Considering the importance of oil sector for theergy industry and overall industrial
development, the Commission will pay particulaeation in the coming period as well to
the behavior of undertakings and circumstancesntigiit point to violations of the Law, and
to that effect will continue to analyze the statecompetition on the oil and oil derivatives
market.



