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Key findings

® Russia provides significant government support to coal mining and infrastructure for coal exports,
for example through preferential rail tariffs.

® The government envisages stabilisation of domestic coal consumption, with no coal phase-out plans.

* Russia uses several majority state-owned energy companies and banks to support coal. Publicly available
estimates of support remain incomplete.

* Russia provides fiscal support to coal exploration and mining, averaging P1,775 million
(US$28 million) per year (2016-2017 average).

Prominence of fossil fuels and subsidy phase-out commitments

e The share of coal in Russia’s electricity mix peaked in 2000 at 20% and was 16% in 2016 (after a
switch from coal to gas), with 65% of electricity produced from fossil fuels in 2016 (IEA, 2019).

e Some new coal-fired plants are being built, primarily in remote regions and as backup power
generation capacity (Khokhlov and Melnikov, 2019).

* Government support to coal is dwarfed by oil and gas subsidies (Oharenko et al., 2015).

e Russia is discussing ratification of the Paris Agreement (Interfax Russia, 2019).

® Asa member of the G20, Russia has committed to the phase-out of inefficient fossil fuel subsidies
over the medium term, as agreed in 2009 (G20, 2009). As a signatory of the Convention on
Biological Diversity (Aichi Target 3), Russia has also committed to phasing out environmentally
harmful subsidies, including those to fossil fuels, by 2020 (UN, 1992).

Government support to coal production

e Long-term planning sees coal exports driving trade with China and development in eastern Russia
(Ministry of Energy 2018). Between 2011 and 2017, annual coal production increased by about
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20% to 409 million tonnes (Ministry of Energy, n.d.). In 2018, fixed capital investments amounted
to P150 billion (US$2.4 billion), a 45% increase year-on-year (Fateeva, 2019). Shrinking demand for
coal renders Russia’s export policy problematic (Makarov et al., 2016).

e The government sets low tariffs for coal transport by rail, contributing to the coal industry’s
expansion and exports (IEA, 2014; Khusainov, 2018).

* Russian majority state-owned banks Eurasian Development Bank, Sberbank, VEB and VTB fund
coal mining and power projects in Russia and Kazakhstan (Tengrinews 2014; EDB, 2019). Estimates
remain incomplete.

e Russia provides direct budgetary transfers to coal exploration and industry restructuring, and tax
relief on some coal mining. Coal projects also benefit from tax relief for ‘territories of accelerated
development’ (Finmarket, 2017).

Government support to coal-fired power production

e State-owned energy companies (Inter RAO, Rosneftegaz and Gazprom EnergoHolding) fund
new coal generation assets (Inter RAQO, various years; Vavina, 2019). Estimates show at least
P48,459 million (US$748 million) per year (2016-2017 average) but these figures remain incomplete.
e Government support to coal-fired power generation is also provided via Capacity Delivery Agreements
and purchase of capacity from must-run generators (NP Market Council Association, n.d.).!

Government support to coal and coal-fired power consumption

e Subsidies for households and other consumers are through regulated tariffs for electricity
(at US$14.3 billion in 2018 according to the IEA) and heat (no estimate), partly from coal generation
(IEA, n.d.).

Russia’s government support to coal and coal-fired power production and consumption
P millions, 2016—2017 annual average

Instrument Coal production' Coal-fired power  Coal consumption’  Transition support”
Fiscal support 1,775 none identified none identified none identified
(budgetary transfers and tax exemptions)

Public finance 116 not quantified” none identified none identified
Domestic 116 - - -
International not quantified" - - -
State-owned enterprise investment none identified 48,549 none identified none identified

Note: for more detail and sources see the Russia data sheet available at odi.org/g20-coal-subsidies/russia.

" This category includes support for coal exploration, mining, processing and transportation.

i This category includes support for consumption of coal-fired power, and of coal other than for its use for coal-fired power
generation (or for co-generation of power and heat).

i This category includes support for closing down mining sites, and for workers and communities in their transition away from
coal and coal-fired power.

v Public finance for coal power and mining in Russia and Kazakhstan is provided through the majority Russia-owned Eurasian
Development Bank. However, estimates are not included here as they are not captured by the main database used for this
research (Shift the Subsidies database, Oil Change International).

1 These are a form of capacity mechanism. A capacity mechanism is ‘an administrative measure to ensure the desired level of
security of supply by remunerating generators for the availability of resources’ (Erbach, 2017: 2).
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e (Certain remote regions receive federal budget support for purchase of coal for heating, estimated at
P3.7 billion (over US$59 million) in 2018 (Davydov Index, 2018).
e Coal miners and other vulnerable consumers receive subsidies for thermal coal (Finmarket, 2017).

Government support to the transition away from coal and coal-fired power

e The government does not envisage a coal phase-out (Government of Russia, 2014; Ministry of
Energy, 2018).

e There is transition support to coal miners and communities as part of consolidation and restructuring
of coal, though not as support to transition away from coal.

® As part of the low-carbon transition, the government supports energy efficiency measures.
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