REMUNERATION REPORT

PURSUANT TO ARTICLE 123-ter OF LEGISLATIVE DECREE N O. 58/1998
AND ART. 84-quater OF THE ISSUERS’ REGULATIONS




Dear Shareholders,

This Shareholders’ Meeting is called to expressadsgisory vote in relation to the
policy adopted by the Company in respect of theuregnation of members of the
boards of directors and key management personmkethenprocedures used for its
adoption and implementation pursuant to article-te23paragraph 3(a) and (b), of
Legislative Decree No. 58/1998. 58/1998.

This report has also been prepared for the purpo$eart. 84-quater of the
regulations governing issuers adopted by Consob Reésolution No. 11971 of 14
May 1999 (the "Issuers’ Reqgulatiofsas subsequently amended and in accordance
with Annex 3A, Schemes 7-bis and 7-ter of the IssURegulations.

Section |

Section 1 of this Remuneration Report describesilustrates: (i) the Company’s
policy regarding the remuneration of directors dey management personnel
adopted by the Company and (ii) the procedurethidadoption and implementation
of this policy (the "Remuneration Policy").

The Remuneration Policy complies with the recomnagéinds contained in article 6
of the Code of Conduct approved by the CorporateveBmnce Committee
supported by Borsa lItaliana S.p.A. (the "Code ohdiwt" or "Code") in respect of
the remuneration of directors Oirectors”) and key management personnel
("Managers’) of listed issuers, which Saras has signed up to.

The Remuneration Policy, moreover, has been addptatie purposes of article 14
of the Procedure for Transactions with relatedigarapproved by the Company’s
Board of Directors on 11 November 2010. It is retsgd that the Remuneration
Policy was amended and updated by the Board ofcioire of Saras of 14 March
2016 to bring it in line with the new wording ofetiCode of Conduct based on which
it is provided, among others, that the Remunerafolicy of executive directors or
those vested with special offices (also applicabl&key managers) considers the
possibility for the company ofréquesting the repayment of all or part of the
variable remuneration components paid (or withholding sums subject to deferment),
determined based on data that subsequently proves to be manifestly incorrect”.

A. Preparation, approval and implementation of the Remneration Policy

The Remuneration Policy for Directors and Managdsrdefined by the Board of
Directors on the proposal of the Remuneration aoohiNation Committee.

The guidelines and principles of the Remuneratiohcf? have been prepared and
approved by the Remuneration and Nomination Coremitt



B. Role of the Remuneration and Nomination Committee

In accordance with the provisions in articles 6.Rr&l 6.C.5. of the Code, the Board
has established an internal Remuneration Committeeh has also been assigned
the functions of the Nomination Committee as predidor in art. 5 of the Code of
Conduct (the "Remuneration and Nomination Comniitiee "Committee™). The
minimum rules on members, tasks and operation@Cibmmittee are laid down in
the relevant Regulations, as amended on 9 August #0take account of new duties
assigned to it. In particular, the Remuneration lodination Committee has duties
comprising the function of providing proposals aatsulting to the Board and, with
reference to directors and managers with strategigonsibilities, it is tasked with:

- formulating proposals to the Board of Directors fiefining the general
remuneration policy;

- regularly assessing the adequacy, overall coheramderactical application
of the remuneration policy by making use of, asardg executives with
strategic responsibilities, the information prowdd®y managing directors;

- performing preliminary activities and formulatingoposals in relation to
remuneration plans based on shares.

Furthermore, the Committee submits proposals toBbard of Directors for the
remuneration of executive directors and other timscwho cover specific offices as
well as for the identification of performance tagyeelated to the variable component
of this remuneration; monitoring the implementatiohdecisions adopted by the
Board of Directors and verifying, in particular,etractual achievement of the
performance targets.

The Committee, in performing the tasks entrusted toy the Board of Directors,

may use external consultants expert in matterswfuneration policies, provided
that they do not simultaneously provide the Humasdrrces Department, directors
or executives with strategic responsibility sersicef significance that would

effectively compromise the independent judgemerstuch consultants.

The Remuneration and Nomination Committee’s rutateghat the Committee shall
comprise three non-executive directors, the mgjafitwhom are independent, and
that at least one member of the Committee shoule lFlequate knowledge and
experience of financial matters.



The following persons are currently part of the Resration and Nomination
Committee: Gilberto Callera (Chairman), Laura Fianboth independent directors
and Gabriele Previati, a non-executive director.

The meetings of the Remuneration and Nomination i@itt@e are convened by the
Chairman, whenever he deems it appropriate. Thendtiee is validly constituted
when the majority of its members are present aratd by an absolute majority of
those present. Anyone whose presence the Comnuttesiders appropriate can
attend Remuneration and Nomination Committee mggtion the understanding
that no director shall attend Committee meetingw/ich proposals are formulated
relating to their own remuneration. The Committeeetings shall be recorded in
minutes. The Chairman of the Board of Statutory ifard or another Auditor
appointed by them also contributes to the worlhefRemuneration and Nomination
Committee.

C. Possible intervention of independent experts

The Company has not used any external consultantha preparation of the
Remuneration Policy.

D. Aims and principles

The Company defines and applies a general remumealicy:

(i) suitable to attract, retain and motivate highlyidieal personnel, with the
professional qualities necessary to successfullyaga the Company;

(i) aimed at incentivising management to create vatweshareholders and to
promote the sustainability of the Company in thelmme-long term; and

(iii) structured in such a way as to ensure thabueeration is configured to
results actually achieved by the Company and manage

E. Eixed and variable components

E.1 Members of the Board of Directors



Non-executive directors and those not vested wipkecisl offices (including
independent directors) are allocated a fixed fe¢erdened by the General
Shareholders’ Meeting. There are no forms of rematien linked to achieving the
economic targets by the Company, nor are they igrtp of remuneration plans
based on the Company’s financial instruments.

Members of the Committees established within thearBoof Directors (the

Remuneration and Nomination Committee and the @batrd Risk Committee), in

addition to the fee as directors as approved byesloéders on appointment, are
allocated annual remuneration determined based hen particular commitment
required of them by the tasks entrusted to themersbers of the Committees.

With reference to _Directorsfollowing nomination, the Remuneration and
Nomination Committee proposes the remuneratioretallncated to Directors to the
Board of Directors. Based on the Remuneration amhiNation Committee’s
proposal to the Board of Directors, having heard tpinion of the Board of
Statutory Auditors, it determines - pursuant toidet 2389, paragraph 3 of the Civil
Code - the remuneration for Directors.

Directors, in addition to the remuneration decitdgdhe Shareholders’ Meeting, are
only paid a fixed fee, with no incentives, sharempiums or other variable fees
provided for them.

The Company confirms the appropriateness of thascehand therefore the need to
establish incentive mechanisms designed to retadnnaotivate Directors as long as
the role of executive directors is allocated andlher particular offices awarded to
shareholder directors of the companies Gian Marooali S.a.p.A. of Gian Marco
Moratti and Massimo Moratti S.a.p.A. of Massimo Mibr, which under the
shareholders’ agreement signed on 1 October 20d3elating to the shares they
each own respectively in Saras S.p.A., exercigat jmontrol over the company, as
the interests of the latter are intrinsically aégnwith achieving the priority target of
creating value for all shareholders.

Positive or negative results achieved by them asuwive directors of the Company,
in fact, will in most cases be reflected in theuealof their majority holdings,
generating, therefore, the desire to achieve miba@ satisfactory results for the
company.

This choice has also been confirmed with refereiocéhe position of Executive
Vice-Chairman as allocated to a person who perfdimasrole of General Manager
for which the determined remuneration based orctheria laid down for Managers
Is considered adequate.



E.2 Managers

With reference to_Managergshe Remuneration Policy states that their total
remuneration includes:

() a fixed component, that adequately compensatesrierpe, the role
covered and the scope of the responsibilities aedigo the Managers,

(i) a variable component linked to achieving specifigf@mance targets
(collective and individual, both economic and nao®mic, depending
on the long-term value creation for shareholdevd)ich represents a
significant part of the total remuneration for Mgees,

(i) fringe benefits ordinarily allocated to Managersdzhon Group policies.

The variable component of remuneration will be safa into a short-term
incentive, which generally expires annually, arldray-term incentive.

Short-term incentives on the entire variable congmbrior the year may not exceed
40%.

In respect of the afore-mentioned general prinsipl¢he structure of the
remuneration for Managers is determined on theWohg criteria

(a) Pay level.

The overall pay level offered by the Company to Egaers must remain competitive
with respect to the average market level for sinoffices and positions.

(b) Balance between the fixed and variable part oféneuneration

The fixed and variable component of the remunemnatiuist be adequately balanced,
to discourage initiatives focused on the Compasfiart-term results and to prevent
managers from being encouraged to act in conflith whe Company’s strategic
goals and the risk management policy.

The fixed component of the remuneration should etoge be sufficient to
remunerate the performance of managers also icabe in which any variable fee
has not been paid due to non-attainment of theaateperformance targets.

(c) Limit to the variable part of the remuneration.

The variable aggregate fee, referable to the yatrputable to each Manager,
including any incentive in money or in kind (inclnd, by way of example, the



allocation of shares in the Company in accordanitb @& stock plan), should be
between a minimum of 70% of the fixed componentthted remuneration and a
maximum equivalent to 220% of the fixed componerit tbe Manager’s
remuneration.

(d) Determining performance targets

(i) Parameters.

There is a minimum performance threshold below tvlrio premium or incentive
will be paid to the Manager.

The performance targets whose attainment is lirtketthe payment of the variable
fee will be previously determined by the Board dfdotors and indicated to the
Managers.

The variable fee will be determined on the basis of

(i) the economic results of the Company [and/or Groapd the
performance of Saras’ shares,

(i) each Manager’s individual results
To this end, the following economic elements andgomance will be identified:

i. with specific reference to the economic resultshef Company [and/or
Group]: such as, by way of example, MOL [Group] amdtal
Shareholder Return of Saras’ shares (equal tohthege in share price);

ii. as regards individual results: the strategic target the reference
department.

In particular, the Board of Directors has identifithe adjusted net profit as the
parameter for performance to be assessed for thgoges of recognition of the
short-term incentive.

As regards the amount of the annual variable, withpwejudice to the limit of 40%
for short-term incentives on the variable comporenta whole for the year, the
Board has identified energy efficiency, costs andrkimg capital as reference
parameters.



(i) Multi-year performance assessment.

The performance of Managers must be assessed operi@ of several years,
providing for all variable fees (with the excepti@h short-term incentives) an
accrual period of the related premium of at lelastd years.

(e) Deferment of part of the variable component

Always with a view to ensuring exact correspondebesveen the amount paid to
Managers by way of remuneration and their perfolceaand to assess the impact of
said performance on the Company’s long-term resthits payment of a significant
part of the variable fee accrued should be defded period of at least one year.

The portion of variable fee, referring to the deddryear, will be no less than 60%.

The variable component - medium-long term incentiv@ployee share plans

The variable component of the remuneration of Mamadinked to achieving
medium-long term targets comprises the Stock (GPéant available on the Company
website(http://www.saras.t

It should be noted that the 2016/2018 Stock Grdam kh force was approved by
shareholders on 22 April 2016.

Further application criteria concerning the rematien of Managers

(@ Clawback clauses

The variable components of the remuneration of Marsincludes clawback
mechanisms.

In particular, without prejudice to the attemptioigevery other action in the
Company interests, the possibility will be envishgé requesting the refund
(in whole or in part), within two years of incergw paid to persons who, with
intent or gross negligence, have been responsioléof have concurred in)
events relating to economic/financial indicatorglukled in the Annual

Financial Report adopted as parameters for detangnihe afore-mentioned
variable components, as indicated below:

- proven and significant errors that result in a wonformity with the
accounting standards applied by the Company;



- verified fraudulent behaviour meant to obtain acffperepresentation of
the financial position, operating performance aictows of Saras.

(b)  Fees for the designated manager responsible flimgraompany accounting
documents.

The incentive mechanisms for the designated managgponsible for
drafting company accounting documents should beistent with the tasks
assigned to them in order to minimise any con@ifanterests.

In particular, in the determination of the perfonoa targets, the individual
targets must be linked to performing their spedtiities.

(c) Prohibition of guaranteed bonuses.

There will be no guaranteed bonuses, i.e. not stulige any performance
target or otherwise conditional upon the achievamain predetermined
targets, except for bonuses possibly allocated viivemg new managers, the
amount of which, however, may not exceed 70% offitted component of
the remuneration that they will be paid.

F. Non-monetary benefits

There are no non-monetary benefits for Directors
Managers can be allocated non-monetary benefiterdiog to Group policies,
consisting mainly of company cars and health chguk-

G. (please refer to point E above)

H. (please refer to point E above)

I. Consistency with long-term interests and the Copany’s risk management
policy

The Company’s long-term interests and the policjoveed in relation to the
management and monitoring of the main company résksan integral part of the
Company’s internal control and risk managementesystThe remuneration policy
has been prepared in full compliance with the afoemtioned internal control and
risk management system.

J. (please refer to point E above)

K. (please refer to point E above)



L. Termination of office or termination of the employment relationship

There are no pay-outs in the event of terminatibrofbice or termination of the
employment relationship

M. Insurance, retirement or pension benefits

The Manager receives insurance for the refund eftheare costs, as part of the
FASI Health Fund.

N. (please refer to point E above)

O. Reference to the remuneration policies of other copanies

The remuneration of directors and pay levels of agans are determined on the
basis of market and sector practices in the gemeasket and the specific sector in
particular, by comparing the Company with leadingted Italian companies
comparable thereto.

In particular, in the implementation of the Remwatien Policy, the Remuneration
and Nomination Committee will be tasked with con#ta monitoring market
practice, both national and international, to as$ke correspondence of the salaries
paid by the Company to those paid by competing @mgs or otherwise
comparable to the Company itself.

Section |l

A description of the fees paid by the Company $aditectors and key management
personnel in the financial year 2016 are provideldWw.

Part One
Payments to non-executive directors

In 2016, non-executive directors were paid fixedsfeagreed by the Shareholders’
Meeting of 28 April 2015.

Fees for attending board committees

In 2016, non-executive director members of the Rsmation and Nomination

Committee and the Control and Risks Committee va¢se paid the additional fees
approved by the Board of Directors at its meetih@® April 2015 for being part

these board committees.
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Fixed additional fees for some executive directors

As regards the Chairman, Gianmarco Moratti, the CE@ssimo Moratti and the
Vice-Chairman, Angelo Moratti, in addition to theek set out by the Shareholders’
Meeting of 28 April 2015 for their role of direcsgyradditional fees were granted for
the amount determined by the Board of Directord4iMay 2015.

Variable fees

In 2016, no variable fees were paid to membershef Board of Directors. This
remuneration policy is justified, as indicated &c&on I, in virtue of the fact that the
Chairman, Gianmarco Moratti, the CEO, Massimo Moiatd the Vice-Chairman,
Angelo Moratti are shareholders of the companiesn®larco Moratti S.a.p.A. of
Gian Marco Moratti and Massimo Moratti S.a.p.AMdssimo Moratti, that exercise
joint control of Saras S.p.A., with the result titzir interests are inherently aligned
with achieving the priority target of creating valfor all shareholders.

As regards the Managers of Saras S.p.A., i.e. #ezlive Vice-Chairman and the
General Manager and another executive with strategiponsibilities, these subjects
are recipients of a short-term incentive plan ai@etary nature and a medium-long
term incentive comprising the Stock Grant Planbetser described in Section I.
With reference to the Stock Grant Plan, the summéatiie Performance Targets for
the first year of validity of the Plan was preparetth the help of the Remuneration
and Nomination Committee, it being understood thatAllocation of Rights and the
actual Provision of the Shares will only take platethe end of the three-year
validity period of the Plan.

Other fees received by members of the Board ofdiirs

The Executive Vice-Chairman and General ManagerioD&caffardi and the
directors Angelomario Moratti and Gabriele Moraéiceived additional fees in 2016
within the scope of their employment relationshighwhe Company.

Pay-outs in the event of termination of office erntination of the employment
relationship

There are no pay-outs in the event of terminatibthe office of director of Saras
S.p.A. or termination of the employment relatiopshiThe allowances listed in
column 7 of Table 1 of Part Two of this Sectionrdlate to termination pay-outs
accrued until 31 December 2016 in the context efdimployment relationship.

Part Two

Tables drawn up pursuant to Annex 3A, Schemes THaible 1 and Table 3A) and
7-ter of the Issuers Regulation (Table 1) are htdc
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APPENDIX 3A - SECTION II

SCHEDULE 7-BIS

TABLE 1: Remuneration paid to directors and auditors, general managers and other managers with strategic responsibilities.

A (B) © D) €)) 2) “) () ) )
Name and surname Position Period of office Expiry of office Fixed Remuneration for Non-monetary Other Total Severance pay
remuneration attendance at benefits remuneration
committees '

Gian Marco Moratti Chairman Entire period App. FS 2017 1,536,000.00° 1,536,000.00

Massimo Moratti Chief Executive Officer Entire period App. FS 2017 1,536,000.00> 1,536,000.00

Angelo Moratti Vice-Chairman Entire period App. FS 2017 236,000.00* 236,000.00

Dario Scaffardi g’;ﬁi‘r‘;‘l"&;’rizze}: resident | g e period App. FS 2017 36,000.00 1226457.00° | 1,262,457.00 48,399.00
Gabriele Moratti Director Entire period App. FS 2017 36,000.00 110,981.00° 146,981.00 6,005.00
Angelomario Moratti Director Entire period App. FS 2017 36,000.00 240,378.00° 276,378.00 85,475.00
Gabriele Previati Director Entire period App. FS 2017 36,000.00 28,000.00 75,000.00* 139,000.00

Adriana Cerretelli Director Entire period App. FS 2017 36,000.00 14,000.00 50,000.00

Gilberto Callera Director Entire period App. FS 2017 36,000.00 42,000.00 78,000.00

Igor Ivanovich Sechin Director Until 24/02/2016 App. FS 2017 5,425.00 5,425.00

Isabelle Harvie-Watt Director Entire period App. FS 2017 36,000.00 14,000.00 50,000.00

Laura Fidanza Director Entire period App. FS 2017 36,000.00 28,000.00 64,000.00
g‘ﬁ‘g;ekymNik"IaeriCh Director From 29/02/2016 | App. FS 2017 24,953.00 24,953.00

Giancarla Branda iﬁg‘:;z“ Board of Entire period App. FS 2017 68,834.00 68,834.00

Paola Simonelli Statutory Auditor Entire period App. FS 2017 40,000.00 40,000.00

Giovanni L. Camera Statutory Auditor Entire period App. FS 2017 40,000.00 152,320.00° 192,320.00

Pinuccia Mazza Alternate Auditor Entire period App. FS 2017 0.00 0.00

Giovanni Fiori Alternate Auditor Entire period App. FS 2017 0.00 0.00

Strategic managers 548,922.00° 548,922.00 17,970.00

! See table 1(a) below

2 Including 36,000.00 fixed remuneration determined by the shareholders’ meeting

* Employment responsibilities

4 Remuneration as Chairman of the Supervisory Body of Saras SpA and of the subsidiary Sarlux Srl

*Remuneration as Chairman of the Board of Statutory Auditors of the subsidiary Sartec S.r.., Sartec S.p.A., Sarlux S.r.I. and Deposito di Arcola S.r.1., as well as President of the Board of Statutory Auditors of the subsidiary Sartec S.p.A., as Statutory Auditor of the
subsidiary Sarlux S.r.1., and finally as Sole Auditor of the subsidiaries Parchi Eolici Ulassai S.r.1., Sardeolica S.r.l. and Sargas s.r.1.




TABLE 1(a)

Remuneration for attendance at committees

Remuneration and Appointments Committee Gilberto Callera 21,000.00
Laura Fidanza 14,000.00
Gabriele Previati 14,000.00
Control and Risks Committee Gilberto Callera 21,000.00
Adriana Cerretelli 14,000.00
Isabelle Harvie-Watt 14,000.00
Laura Fidanza 14,000.00

Gabriele Previati

14,000.00




TABLE 3A: Incentive plans based on financial instruments, other than stock options, for members of the Board of Directors, general managers
and other key management personnel.

Financial instruments Financial instruments awarded during the financial year Financial Financial instruments Financial
awarded in previous instruments | vested during the financial | instruments
years not vested during vested year and that can be for the year
the financial year during the allocated
financial
year and
not
allocated
A B (@) 2 3) “) (©) (6 ) 8 (€] a0 an a2
Name and office plan Number Vesting Number Fair value | Vesting Allocation | Market Number Number Value on Fair value
surname and type of | period and type of | on the period date price on and type of | and type of | vesting date
financial financial allocation allocation | financial financial (31/12/2016)
instruments instruments | date instruments | instruments
August
2013 August
Dario General 1,283,952 747,820 2013
Scaffardi Manager 2,326,000 | /December 5 April
Stock 2015 /December 2016
grant 2015
2013/2015
August August
2013 2013 5 April
Key 1,598,000 882,096 361,659 2016
management /December /December
2015 2015
August
2016
Dario General 435,130 416,226
Scaffardi Manager 1,590,000 | /December
Stock 2018
grant August
2013/2015 2016
Key 705,000 192,935 184,553
management /December
2018
Total 6,219,000 2,166,048 1,109,479 628,065 600,779




ANNEX 3A - SECTION Il
SCHEME 7-TER

TABLE 1: SHARES HELD BY MEMBERS OF THE MANAGEMENT AND CONTROL BODIES AND GENERAL MANAGERS

NUMBER OF NUMBER OF
SHARES HELD AT NUMBER OF NUMBER OF SHARES HELD AT
FULL NAME OFFICE INVESTEE COMPANY THE END OF THE SHARES SHARES soLp | THE END OF THE
PREVIOUS PURCHASED CURRENT
FINANCIAL YEAR FINANCIAL YEAR
Gian Marco Moratti Chairman SARAS S.p.A. 0 0 0 0
Massimo Moratti CEO SARAS S.p.A. 0 0 0 0
Angelo Moratti Vice-Chairman SARAS S.p.A. 0 0 0 0
Angelomario Moratti Director SARAS S.p.A. 0 0 0 0
Gabriele Moratti Director SARAS S.p.A. 0 0 0 0
Gilberto Callera Director SARAS S.p.A. 0 0 0 0
Andrey Nikolayevich Shishkin Director SARAS S.p.A. 0 0 0 0
Adriana Cerretelli Director SARAS S.p.A. 0 0 0 0
Gabriele Previati Director SARAS S.p.A. 12,164 0 - 12,164
Laura Fidanza Director SARAS S.p.A. 0 0 - -
Isabelle Harvie-Watt Director SARAS S.p.A. 0 0 - -
Exec. Vice President and
Dario Scaffardi Gen. Man. SARAS S.p.A. 0 1,283,952 1,137,582 146370
Pres. Board of Statutory
Giancarla Branda Auditors SARAS S.p.A. 0 0 0
Giovanni Camera Statutory Auditor SARAS S.p.A. 0 0 0
Paola Simonelli Statutory Auditor SARAS S.p.A. 0 0 0
Pinuccia Mazza Alternate Auditor SARAS S.p.A. 0 0 0 -
Giovanni Fiori Alternate Auditor SARAS S.p.A.
ANNEX 3A - SECTION Il
SCHEME 7-TER
TABLE 2: SHARES HELD BY OTHER KEY MANAGEMENT PERSONNEL
NUMBER OF
NUMBER OF SHARES
NUMBER OF KEY MANAGEMENT HELD AT THE END OF NUMBER OF NUMBER OF | SHARES HELD AT
INVESTEE COMPANY SHARES THE END OF THE
PERSONNEL THE PREVIOUS SHARES SOLD
FINANCIAL YEAR PURCHASED CURRENT
FINANCIAL YEAR
1 SARAS S.p.A. - - - 0
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