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RUSSIA

REVENUES INFLUENCED BY LAST YEAR’S
ECONOMIC SITUATION

Analysis of preliminary data on the execution of Russia’s regional budgets for five
months of 2022

Preliminary data® published on the Unified Portal of the Budget System of the Russian
Federation (UPBS) shows that total unconsolidated revenues of Russian regions for
five months of 2022 have beaten all previous records and reached RUB 7.17 tIn, an
increase of more than a quarter compared to results for the same period last year.
This indicator hit its highest point since records began. Tax and non-tax revenues
(TNTR) increased by 31% to RUB 5.8 tIn. They grew mainly due to the increase (+48%)
in profit tax revenues. At the same time, the increase in revenues from this type of
tax provided more than half of the total growth in revenues over the first five months
of this year.

Amid a 13% increase in the region’s budget expenditures, the interim surplus of non-
consolidated budgets was almost three times higher than the surplus for the first five
months of last year and amounted to 23% of TNTR (RUB 1.35 tIn).

According to the figure below, monthly profit tax revenues over each of the first five
months of 2022 were higher than a year earlier, while in March (when final
settlements of profit tax for the previous year took place) these payments exceeded
receipts for the same period last year by 43%. Proceeds in April (formed mainly by
advance settlements for the first quarter, which are calculated based on the results
for nine months of last year) exceeded the values of April 2021 by 61%. Growth
continued in May, but it was more ‘modest’ at 31%. It is difficult to predict whether
all these funds will remain the regions’ budgets because returns, if any, will not begin
next month.

1 Data on the UPBS is given as of May 30, 2022, excluding the Republic of Kalmykia.
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Figure 1. Monthly budget revenues in January to May 2022 reached a maximum
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The dynamics of personal income tax partially reflected the ongoing structural
economic changes. This April, proceeds from this type of tax revenue decreased by
12% (month-on-month vs. 2021). This situation is reminiscent of April 2020, when,
against the backdrop of maximum restrictions dye to the pandemic, personal income
tax revenues decreased by 20% (month-on-month vs. 2019). However, then the
decline continued in May, but now, on the contrary, the May dynamics turned out to
be positive (+14% month-on-month vs. 2021).

The trend in budgets’ expenditures is not fully indicative, which, in the current
situation, is an objective reflection of uncertainty. At the moment, it is not clear how
regions can contribute to a tangible improvement in the economic situation. Perhaps
this will manifest itself in strengthening social support and expanding development
programs, but such measures are unlikely to be financed entirely from internal
revenues. Although the growth in expenditures for the national economy (+21% over
the five months of 2022) contributes to the improvement of the economic situation,
it is most likely a reflection of funds allocated for development programs at the
beginning of the year. Expenditures on environmental protection have expectedly
increased significantly (by almost three times), but their share in the total
expenditures of regions is very small.
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Figure 2. Budget expenditures of Russian regions for 5M 2022 did not demonstrate clear dynamics
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According to our calculations and preliminary data, there were eight deficit regions in
the first five months: the Murmansk, Magadan and Ulyanovsk Regions, the
Kamchatka Krai, the Chechen Republic, the Republic of Bashkortostan, the Tyva
Republic, and the Republic of Ingushetia (the deficit of this republic is insignificant).
The total deficit of these regions amounted to mere RUB 15 bin, while the total

surplus of all surplus regions was RUB 1,367 bin.

Most of the regions whose revenues increased more strongly than other regions are
in one way or another dependent on industries that were significantly affected by the
increase of prices in 2021, including oil and gas, chemicals, coal, etc. In 13 regions,
profit tax revenues more than doubled, while in another sixteen they increased by

half and more.

Figure 3. Top 10 regions by profit tax revenue growth
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Based on data available for January—April 2022, the volume of shipped goods in the
manufacturing sector grew in all but five Russian regions. In the Omsk Region, the
decrease amounted to 48.5% y-o-y, while in the remaining four regions it was less
significant. Investments in fixed assets expectedly decreased in many regions (in 25),
and in some cases the decrease was significant (56.4% y-o-y in the Astrakhan Region,
58.6% y-o0-y in the Republic of Ingushetia, 71.1% y-o-y in the Republic of Adygea,
65.7% y-o0-y in the Kostroma Region, 76.5% y-o-y in the Stavropol Krai, 76.7% y-o-y in
the Omsk Region, 77.1% y-o-y in the Vologda Region, 77.9% y-o-y in the NAO). An
even greater number of regions showed a decrease in trade turnover: both wholesale
trade (34 regions, the fall in some cases exceeded 30%, but mostly amounted to 10—
15%), and retail trade (41 regions with a maximum decrease of up to 89% against the
preceding year). It is worth noting that the decrease in retail turnover occurred
despite a short-term surge in retail sales in March noted by some grocery retailers.
Such trends indicate a slowdown in business activity, which will affect regions’
budgets. However, for some regions they are likely to have a delayed effect: the
volume of shipped goods in the extractive sector in the four months of this year is
very high (a decrease is observed only in eight regions, of which the Belgorod, Kursk
and Murmansk Regions demonstrated high revenues from their main industries last
year).



ANALYTICAL COMMENTARY

ACRA-RATINGS.RU

REVENUES INFLUENCED BY LAST YEAR’S ECONOMIC SITUATION

(C) 2022

Analytical Credit Rating Agency (Joint-Stock Company), ACRA (JSC)
75, Sadovnicheskaya embankment, Moscow, Russia
Wwww.acra-ratings.com

The Analytical Credit Rating Agency (ACRA) was founded in 2015, with its 27 shareholders representing major Russian
corporate and financial institutions and its authorized capital exceeding RUB 3 bIin. ACRA’s main objective is to provide
the Russian financial market with high-quality rating products. Methodologies and internal documents of ACRA are
developed in compliance with Russian legislation and with regard to global rating industry best practices.

The provided information, including, without limitation, credit and non-credit ratings, rating assessment factors,
detailed credit analysis results, methodologies, models, forecasts, analytical reviews and materials, as well as other
information placed on the ACRA website (further referred to as Information), coupled with the ACRA website software
and other applications, are intended for information purposes only. Information must not be modified, reproduced
or distributed by any means, in any way or form, either in whole, or in part, in marketing materials, as part of public
relations events, in news bulletins, in commercial materials or reports without prior written consent from, and
reference to, ACRA. Any use of Information in violation of these requirements or the law is prohibited.

ACRA credit ratings reflect ACRA’s opinion about the ability of a rated entity to meet its financial obligations or about
the credit risk of individual financial obligations and instruments of a rated entity at the time of publication of the
relevant Information.

Non-credit ratings reflect ACRA’s opinion about certain non-credit risks assumed by interested parties interacting
with a rated entity.

The assigned credit and non-credit ratings reflect all material information pertaining to a rated entity and known by
ACRA (including the information received from third parties), the quality and reliability of which ACRA considers
appropriate. ACRA shall not be responsible for the accuracy of information provided by clients or relevant third
parties. ACRA does not audit or otherwise verify the provided data and shall not be held responsible for their accuracy
and completeness. ACRA conducts rating analysis of information provided by customers using its own methodologies,
with the texts thereof available on ACRA’s website — www.acra-ratings.com/criteria.

The only source that reflects the latest Information, including the one about credit and non-credit ratings assigned by
ACRA, is ACRA’s official website — www.acra-ratings.com. Information is provided on an “as is” basis.

Information shall be considered by users exclusively as ACRA’s statement of opinion and must not be regarded as
advice, recommendation or suggestion to buy, hold or sell securities or other financial instruments of any kind, nor
shall it be viewed as an offer or advertisement.

Neither ACRA, nor its employees and persons affiliated with ACRA (further referred to as the ACRA Parties) provide
any direct or implied guarantee expressed in any form or by any means regarding the accuracy, timeliness,
completeness or applicability of Information for making investment and other decisions. ACRA does not act as a
fiduciary, auditor, investment or financial advisor. Information must be regarded solely as one of the factors affecting
an investment decision or any other business decision made by any person who uses ACRA’s information. It is
essential that each of such persons conduct their own research and evaluation of a financial market participant, as
well as an issuer and its debt obligations that may be regarded as an object of purchase, sale or possession. Users of
Information shall make decisions on their own, involving their own independent advisors, if they deem it necessary.

ACRA Parties shall not be responsible for any action taken by users based on Information provided by ACRA. ACRA
Parties shall under no circumstances be responsible for any direct, indirect or consequential damages or losses
resulting from interpretations, conclusions, recommendations and other actions taken by third parties and directly
or indirectly connected with such information.

Information provided by ACRA is valid only as of the date of preparation and publication of materials and may be
amended by ACRA in the future. ACRA shall not be obliged to update, modify or supplement Information or inform
anyone about such actions, unless the latter was recorded separately in a written agreement or is required by
legislation of the Russian Federation.

ACRA does not provide advisory services. ACRA may provide additional services, if this does not create a conflict of
interest with rating activities.

ACRA and its employees take all reasonable measures to protect all confidential and/or material non-public
information in their possession from fraud, theft, unlawful use or inadvertent disclosure. ACRA provides protection
of confidential information obtained in the course of its business activities as required by legislation of the Russian
Federation.
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