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Letter to stakeholders

or three years now, Saras has been publish-

ing the Group’s Sustainability Report which,

alongside other instruments including the
EMAS environmental statement, illustrates in a
transparent manner, our sustainability strategy,
based on our constant environmental, social and
governance commitment.

Our strategy derives from the Purpose that we up-
dated in July 2019: “To be innovative, sustainable
and a reference point amongst energy suppliers”
is the goal that all Saras’ people pursue daily with
determination and a sense of responsibility, passion
and pride.

The awareness of operating in Sardinia, a land with
a precious and delicate ecosystem, and in an indus-
try where it is essential to pay maximum attention
to issues of sustainability, means that our daily work
is always based on the protection of the health and
safety of people - who work on the site and live in
the territories - and the protection of the environ-
ment and natural resources. Furthermore, since our
foundation, we have been engaged in a profound
socio-economic integration with our local commu-
nity, where we are an important driver for the crea-
tion of local value.

Our expertise and high professional standards are
the foundation of our performance and, together
with the adoption of modern digital technologies
and innovation processes along the entire supply
chain, these have made the Saras Group one of
the reference points for the refining industry in the
Mediterranean basin.

Our Sustainability Report goes beyond the concept
of a simple accounting report and it represents, in-
stead, a precise method of involvement and partic-
ipatory dialogue with our stakeholders, with whom
there is a system of reciprocal commitments and
responsibility, which are crucial to our common fu-
ture development.

Also in 2019, our Report pursuant to Legislative
Decree No. 254,/2016 on the Disclosure of Non-Fi-
nancial Information followed the standards of the
Global Reporting Initiative. Therefore, once again,
the starting point for producing the Report was

the process of “engagement”, aimed at involving
increasingly wider groups of stakeholders, be they
external or internal to the company.

Specifically, within the company, in addition to the
top management, this year 314 employees and
managers of the Group were surveyed in order to
gather their ideas. They participated with more
than 77% of responses to the online questionnaire
on the 17 material topics. This remarkable participa-
tion, significantly higher than the 50% achieved in
2018 with a similar number of surveyed employees,
demonstrates the increased sensitivity to the ESG
issues within the company, as well as the enthusi-
asm to participate in the setting of the Group's pri-
orities in the area of sustainability.

On the external front, more than 70 people were
interviewed between the beginning of 2018 and
the end of 2019. Specifically, this year, the Maritime
Operators were involved, as they are engaged in
the new bunkering activity that Saras launched as
of September 20719. We are in fact proud to have
launched this important refuelling service for ships,
which will also serve to support the relaunching of
marine, commercial and passenger activities in the
ports of southern Sardinia.

The set of responses obtained from internal and ex-
ternal stakeholders allowed us to prepare the Saras
2019 materiality matrix. Also this year, amongst the
confirmed central topics for our sustainability in the
medium- to long-term are the minimisation of emis-
sions of pollutants and greenhouse gases, attention
to the protection of health and safety, optimal man-
agement of effluents and waste, energy efficiency,
technological innovation, the creation of local value
and employment, in the more general context of
the relations with the local community and, lastly,
attention to the management, training and develop-
ment of human resources. This Report has therefore
dealt in detail with all these topics, specifying the
business objectives pursued, the results obtained
so far, and the potential associated risks.

Today, companies operating in the oil sector are be-
ing asked on several fronts for a strong commitment
to manage the energy transition. Within Saras, re-
sponsible growth and sustainable value creation are
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approached with a medium- to long-term vision. In
fact, we have been engaged for years in increasing
the energy efficiency of our industrial site in Sarroch.
The several investments undertaken have made it
possible to reduce consumption and, consequently,
CO2 emissions. More precisely, we have calculated
that, altogether, from 2016 to 2019, more than 325
thousand tonnes of CO2 emissions were avoided.

In addition, we are active, through the Sardeolica
subsidiary, in the production of electricity from
renewable sources. In 2019, the Ulassai wind farm
was expanded by installing 9 additional turbines
in the Municipalities of Ulassai and Perdasdefogu,
thus moving from an installed capacity of 96 MW
to the current installed capacity of 126 MW. The
works, which began in January, have been complet-
ed successfully and on schedule and the new wind
generators started operating at the beginning Sep-
tember 2019. Currently underway is the modernisa-
tion of the main components and the replacement
of the blades, with other larger and new genera-
tion blades (the so-called “Reblading”), for the 48
original wind generators. The works, which started
at the end of 2019, will be completed during 2020
and, at full capacity, the wind farm will be able to
generate approximately 300 GWh/year, compared
with 220 GWh generated in 2019. This electricity
generation from renewable sources avoids approxi-
mately 195 thousand tonnes/year of CO2 emissions,
and meets the annual electricity needs of approxi-
mately 227,000 people.

Lastly, to address, with even greater determina-
tion, the challenge of energy transition, in Novem-
ber 2019, Saras created the new Energy Transition
function, which will examine existing and new tech-
nologies aimed at decreasing the company’s car-
bon footprint, and assess the opportunities for di-
versification. The responsibility of the Chief Energy
Transition Officer is entrusted to Giovanni Moratti,
who has gained relevant experience at the Euro-
pean Commission and has developed an in-depth
knowledge on the topics of ecological economics
and energy transition, both academically and in nu-
merous collaborations with social and environmen-
tal impact start-ups.

| therefore hope that this Report will manage to
convey the relevance of our activities, showing the
spirit that drives all the people of the Saras Group,
and their daily commitment for a responsible and
sustainable growth.

The Chairman
Massimo Moratti
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Saras in figures

Value creation

Refining

9.5 ¢

2.1
345 ¢
168 ¢

billion euros
in revenue

billion euros in net
economic value
generated

million euros
in investments

million euros spent by Sarlux
on goods and services
from local suppliers

employees

of the workforce
based in Sardinia

hours of total training
across the Saras Group,

of which 23.373 hours were
dedicated to HSE training

13.2
1.3
20.4%

million tonnes
of crude oil processed

million tonnes
of complementary
feedstock processed

of total Italian
refining capacity’

Power generation

4,075
45.2%

GWh of electricity
produced by IGCC and
sold to the power grid

of Sardinia’s electricity
consumption?

Renewable energy

220
167,000
143,000

GWh of renewable
energy produced
from wind

people - equivalent
annual energy
consumption

tonnes of CO, emissions
avoided thanks to
electricity produced
using renewable sources

1. Source: UP (Unione Petrolifera) “2019 Preliminary Oil Report” Dec 2019

2. Source: Terna “Monthly Report on the Electricity System” Dec 2019
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Sustainability at Saras

The Saras Group is one of the main European operators in the oil

refining industry, a business that is based on the supply of crude oil,
which is then processed into refined products and sold on international

markets.

The global dimension of the Group was strength-
ened by its listing on the Milan Stock Exchange in
2006.

The international nature of the Group’s operations
is accompanied by the presence of strong local
roots. The Sarlux refinery is actually located on the
south-western coast of Sardinia, in the Municipality
of Sarroch, and it has developed a strong symbiotic
relationship with the local community, creating em-
ployment, professional skills and large economic
benefits, always in full respect of the environment,
the health and safety of all the people working at
the site and living in neighbouring areas.

The attention paid to social and environmental re-
sponsibility is a constant factor in the Group’s his-
tory and it is immediately confirmed by the large
number of investments made over the years, as
well as by the many environmental and social certi-
fications obtained.

Just mentioning only the main ones, as early as in
1970, more than 5 years before the legislation came
into force, Saras started the first biological water
treatment. In 1992, the plant for the production of
diesel with very low sulphur content (mild-hydro-
cracking - MHCT) was built; later, in 2000, its ca-
pacity doubled with the construction of the MHC2
plant. Between 1994 and 2000, Saras installed
various seawater desalination plants, and adopted
specific technologies to reduce the use of prima-
ry water sources, by recycling and using clarified
water derived from treatment, filtration and puri-
fication processes. After 2001, operations started
for the IGCC plant, which is capable of producing
electricity from TAR (heavy hydrocarbon derived
from refining) with SO, and NOx emissions com-
parable to those of a natural gas plant. Lastly, in
2009, the construction and start-up of the TGTU
plant came to completion. This unit treats the tail
gas from Claus cycle sulphur plants, and it allows
for the achievement of a further reduction of SO,
emissions.

N
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Group certifications

Since the early 2000s, Saras S.p.A. has certified the
quality of its products using the ISO 9001 manage-
ment system. The company has promoted the pro-
tection of the environment and health and safety at
the workplace through tailored investment and a sol-
id system of organisational and management policies
applying to the whole Group. These set out the core
principles of the Group’s sustainably approach and
are certified to the highest international standard.

More specifically, an ISO 14001-certified Environ-
mental Management System has been in place at
the Sarroch industrial site since 2004. Since 2013,
the site has been entirely owned and managed by
the subsidiary company Sarlux S.r.l., following the
transfer of the “Refinement Sector” to it by parent
company Saras S.p.A. In 2007, the industrial site
achieved OHSAS 18001 certification for its Safety
Management System.

Subsequently, the two systems were integrated
with each other and with the management system
for the Prevention of Major Accidents (SGS-PIR),
provided for by the Seveso Directive (please see
Legislative Decree No. 105/2015), synergistically
using the common parts and introducing perfor-
mance measures and the planning of objectives
and improvement targets.

The HSE management system is now an integrat-
ed system (prevention of major accidents, occupa-
tional health and safety and environmental protec-
tion) that has come to full maturity over the course
of the years. It constitutes the main management
tool for achieving continuous improvement of the
industrial site; in May 2018, the implementation of
the Energy Management System (EMS), certified to
ISO 50001, was added to it.

With the aim of keeping the HSE Management
System up to date with the development of stand-
ards and, therefore, replacing the old OHSAS 18001
standard by 2021, a GAP Analysis was conducted
in January 2019 for the introduction of the new ISO
45001 standard for the management of Occupa-
tional Health and Safety.

12

In addition to the aforementioned certifications,
the Group has voluntarily undertaken, since 2008,
the registration of the Sarroch industrial site ac-
cording to the EMAS protocol ("Eco-Management
and Audit Scheme”); in November 2019, the ECO-
LABEL-ECOAUDIT committee of Ispra certified the
three-year renewal of the EMAS registration (which
will now expire on 27th June 2022). In line with the
EMAS registration, the Group has published the
Environmental Statement each year since 2009,
which explains to all stakeholders:

¢ the activities carried out by Sarlux;

¢ the environmental aspects, direct and indirect,
linked to them;

¢ the environmental improvement objectives that
the company has set for itself.

The document represents one of the main tools of
continuous dialogue with the company’s internal
and external stakeholders. It has the objective of
establishing a transparent relationship especially
with the population, local authorities and workers,
who are the active parties when it comes to proper
management of our activities. Following the vali-
dation visit, the document is always published on
the website of the subsidiary Sarlux, at http:/www.
sarlux.saras.it/it/emas/.

Furthermore, as early as in 2009, the Sarroch indus-
trial site was the first site in Italy to obtain the Inte-
grated Environmental Authorisation (AIA, Autoriz-
zazione Integrata Ambientale), which integrates all
environmental authorisations. Later, the Sarroch plant
achieved the AIA renewal with Ministerial Decree
0000263 of 11/10/2017 - Ministry of the Environment
and Protection of Land and Sea . More precisely, the
activities subject to AIA carried out at the industrial
site, fall under Appendix 8 and Appendix 12 of the
second part of Legislative Decree No. 152/2006 and
subsequent amendments and additions, as follows:

¢ |PPC category 1.1: Combustion of fuels in a facili-
ty with a total nameplate thermal capacity equal
to or greater than 50 MW;

e |PPC category 1.2: Oil and gas refining;

3. http://aia.minambiente.it/DettaglioProv.aspx?id=6260
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IPPC category 4.1: Chemical plant for the pro-
duction of basic organic chemicals.

As regards other subsidiary companies:

Sardeolica achieved certification of its EMS - En-
vironmental Management System, according to
the international standard ISO 14001, since 2006.
Subsequently, in 2012, it achieved the OHSAS
18001 certification for its Safety Management
System and ISO 9001 certification for its Quali-
ty Management System. In 2017, it achieved ISO
50001 certification for its Energy Management
System and, finally, it obtained EMAS accredita-
tion in 2018.

Sartec Srl has held ISO 9001 (Quality) certifica-
tion since 2001, ISO 14001 (Environment) cer-
tification since 2011 and OHSAS 18001 (Safety)
certification since 2011. It also holds UNI CEl

SARAS
* ISO 9001

SARLUX

* ISO 50001

* ISO 14001

« OHSAS 18001

« EMAS

¢ Single Environmental '
Authorisation

1352:2014 (ESCO - Energy Service Company)
certification and UNI CEIl EN ISO/IEC 17025:2018
accreditation for its test laboratory.

In February 2016, Deposito di Arcola Srl obtained
Single Environmental Authorisation (AUA, Autor-
izzazione Unica Ambientale) in accordance with
Presidential Decree 59/2013 and Legislative De-
cree 152/06, for its three different bases (Arcola,
Pianazze and San Bartolomeo), covering waste
water and atmospheric emissions. In addition,
in March 2016, it obtained the Fire Prevention
Certificate, issued by the provincial headquar-
ters of the La Spezia Fire Department. Lastly, in
September 2016, it obtained MISP certification
showing that the industrial site has been made
permanently safe, following the construction of
an approximately 400m-long physical barrier,
and the strengthening of the hydraulic barrier.

DEPOSITO DI ARCOLA
* Single Environmental Authorisation
* MISP

SARDEOLICA
* ISO 50001

* ISO 9001

* 1ISO 14001

* OHSAS 18001

*« EMAS

- SARTEC

© +]SO 9001

* SO 14001

* OHSAS 18001
* UNI CEI 11352

* UNI CEI EN ISO/IEC 17025
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Industrial Vision

Saras has always considered holding a highly com-
petitive positioning on an international scale of
primary importance, whilst, at the same time, par-
ticipating in the socio-economic evolution of the
environment in which it operates.

The cornerstones of this vision, on which the
Group's long-term continuity and sustainability is
founded, rest on strategic aspects such as the cen-
tral position on the oil routes, the size and com-
plexity of the industrial site, the integration with
electricity generation and petrochemical products,
the attention to the aspects of health, safety and
environmental, the commitment to energy evolu-
tion and social responsibility topics and the inte-
gration with the local context; all these aspects are
amplified and supported by the skill and motivation
of its people.

More precisely, the geographical position allows for
diversification of sources of supply and target mar-
kets for product sales, minimising the risk of geo-
political disruptions, typical of the oil business.

The dimension and complexity of the Sarroch site is
the result of decades of continuous investment and
improvements to the production cycle, particularly
as regards the catalytic cracking, mild hydrocrack-
ing and gasification and combined cycle plants,
which are amongst the best in Europe in terms of
capacity and technology. The site was further bol-
stered at the end of 2014 through the integration
of the petrochemical sector, thanks to the acqui-
sition of a business unit of the nearby industrial
site owned by Versalis. Subsequently, the upgrad-
ing and efficiency increase of the refinery energy
system began (with the disposal of the old power
plant and the electrification of the main units), as
well as the repowering and enhancement of elec-
tricity generation from renewable sources (in the
Ulassai wind farm).

The fundamental role of people is underlined by
the continuity of direction, a sense of belonging
and the contribution to socio-economic growth,
specific factors that are an inherent part of the
company’s history, now pursuing an innovative ef-
fort of know-how development. This is also proven
by the #digitalSaras programme, a technological

14

development and mindset programme launched at
the end of 2016, which has already achieved impor-
tant results. Currently, the programme continues by
expanding the digital structuring of business data,
the use of specific tools (including Artificial Intelli-
gence) and, above all, the widespread involvement
of people.

Also, there have been significant recent initiatives
concerning the evolution of the energy system, as
well as a growing attention to ESG topics, as a con-
tinuation of a long-standing path initiated by the
Group in 2008, with EMAS certification. In fact, in
addition to the previously mentioned substantial
investments in electrification and wind energy, it is
worth noting the clearly relevant role of the sus-
tainability strategy in the corporate Purpose, the
inclusion of ESG objectives in the 2020 budget,
and the creation of a "Energy Transition” depart-
ment to explore new technological solutions.

These last elements effectively contribute to guide
industrial activity towards medium/long term sus-
tainability, which evolves and consolidates in rela-
tion to market scenarios, technological opportuni-

ties and social needs.
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Strategic approach

In 2019, the Group modified its “Purpose”, defined
originally in 2009, to consolidate and renew the
“one organisation” culture, overcoming geographic
boundaries and occupational differences between
the various Group companies, and uniting all under
a single entity characterised by a common Dream,
as shown below:

SARAS GROUP PURPOSE

DREAM

To be innovative, sustainable and a reference point among energy providers

BELIEFS

Energy is our passion
Safety and environmental protection

Create sustainable value
Be a part of and a reference point

for the community ATTRIBUTES
Develop our people’s potential

by fostering their professional growth
The place to be Ambitious
Skills and knowledge are our key assets Achievers
Develop innovation Open-minded
Strenght is in the Group Connected
Proud
Passionate
Transparent
Responsible

GIC
THE GREATEST IMMAGINABLE CHALLENGE

Undertake a Transformation that fundamentally Step Higher

drives improved value for the business
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"To be innovative, sustainable and a reference
point among energy providers” is an ambitious
goal, precisely, a Dream, that Saras' people pursue
daily with determination and a sense of respon-
sibility, passion and pride. Skills and the highest
professional standards are the foundation of a
high-performance level that, combined with the
innovation of processes throughout the supply
chain, makes the Saras Group a benchmark in the
refining industry.

The Beliefs (or founding values) that drive the peo-
ple of the Group define the ways in which sustain-
able benefits are generated for shareholders and
employees, as well as for all other stakeholders,
such as customers, suppliers and the entire local
community in which the company operates.

The Saras people work together, in synergy, accord-
ing to the "Step Higher" Focus, at the root of the
Group's sustainability. With this approach, every-
day routine activities are conducted on this basis,
as are the most complex strategic challenges. We

SUSTAINABLE
DEVELOPMENT

GOOD HEALTH
AND WELL-BEING

QUALITY
EDUCATION

!ﬂi

DECENT WORK AND
ECONOMIC GROWTH

ad |

13 i

16

G é""
o

are not satisfied with simple improvement: we are
constantly looking upwards, to arrive at higher and
more ambitious technical and operational perfor-
mance levels.

Lastly, “Energy is our passion” represents the Spir-
it with which the Group addresses the Greatest Im-
aginable Challenge (GIC), i.e., that of “Undertak-
ing together a Transformation that fundamentally
drives improved value for the business”: all Saras’
activities involve a transformation process, which
certainly applies to the raw material, but also to
the people themselves. In fact, just as many varie-
ties of raw materials are transformed by Saras into
a myriad of finished products, greatly increasing
their value, in the same way the Group's activity is
a powerful driving force that creates value for inter-
nal and external stakeholders, who live and work in
neighbouring territories.

As regards the above, the Purpose aligns the

Group's Sustainability Strategy with the following
“United Nation Sustainable Development Goals”:

'ALS

GENDER CLEAN WATER
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Saras' Priorities

Dialogue on sustainability in 2019

As in previous years, in 2019, the Group continued
and intensified the dialogue process with stake-
holders, both internally (employees and managers)
and externally (suppliers, the media, local commu-
nities, schools and universities, trade unions, or-
ganisations, institutions and representatives of the
international financial community). This approach
to participatory engagement enabled the further
updating of the Group’s matrix of materiality.

The process of identifying priorities has followed
the methods that had been already tested and con-
solidated in the past. Thus, the usual screening of
the local and national press was repeated, as was
the comparison with the non-financial statements
prepared by leading ltalian and international com-
panies. From these analyses, it was possible to con-
firm, also for financial year 2019, the validity for the
Saras Group of the 17 materiality topics identified
last year, without the need to make changes and/or
additions, as reported in the table below:

SUSTAINABILITY TOPICS

Biodiversity

Energy efficiency

Air pollutants and greenhouse gases emissions
Waste and discharge management

Water resource management

Odours

ENVIRONMENT

Training and development of human resources
Human resources management
Employment and creation of local value

Equal opportunities

|
<
O
O
0

Local community relations

Health and safety

Anti-corruption
Human rights
Supplier and procurement management

Technological innovation

GOVERNANCE
AND BUSINESS

Compliance

17
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Stakeholder engagement process

Also this year, the engagement process continued
with internal and external stakeholders alike, but
the number of people involved has been signifi-
cantly higher than the previous year.

As regards the Group's Top Management, three
new representatives who were not present last year
sorted the 17 materiality topics by relevance, illus-
trating their vision, objectives and main initiatives
in progress or to be implemented. Their contribu-
tions were then merged with those of the other top
managers interviewed in past years, and have en-
riched, with various nuances and perspectives, the
Saras sustainability strategy.

Also on the internal front, an online gquestionnaire
on the 17 topics was submitted to a population of
314 people including managers, middle managers
and white collar staff, obtaining a percentage of
responses of more than 77% of those involved. The
data thus collected replaced the responses provid-
ed to the 2018 questionnaire in their entirety.

It is interesting to note that participation in the
2019 questionnaire was significantly higher than in
2018 (when 322 people were involved with 50% of
responses). This indicates the increased sensitivity
to ESG issues within the company, as well as the
marked enthusiasm to be able to participate in the
definition of the Group's sustainability priorities.
Therefore, by combining the top management’s in-
dications with the results of the internal question-
naire, we have determined “internal” dimension of

the materiality for the Group. Also, in this financial
year, there was a substantial alignment on priori-
ties, at all levels of the corporate hierarchy.

In parallel with the internal investigation, once
again, this year, a new category of external stake-
holders (the so-called “Maritime Operators”) be-
came involved to supplement and broaden the
contributions collected through the interviews of
the previous two-year period, to move towards an
even more defined and precise vision of the social,
environmental, economic and governance priori-
ties, as expressed by the local community.

More precisely, 20 people were involved(Maritime
Agencies, Inspectors, Cooperative Boatmen, Tugs,
as well as the Port Authority of Cagliari), identified
among the individuals most involved in the new
business of maritime bunkering that Saras launched
at the beginning of September 2019 to allow for the
refuelling of vessels either at the Sarroch harbour,
or at the Port of Cagliari and the Porto Canale (see
the box dedicated to bunkering operations).

The company maintained the same methodology
by presenting the new sample of external stake-
holders with the same list of 17 sustainability topics.
Through telephone interviews, the new stakehold-
ers were asked to order the topics based on their
specific priorities. The opinions gathered were then
merged with those related to the interviews con-
ducted in 2017 and 2018 and have overall contribut-
ed to the formation of the “external” dimension of
the materiality for Saras.

OUR STAKEHOLDERS

7 ®

FINANCIAL
ANALYSTS

SHAREHOLDERS

& [

CIVIL SOCIETY MEDIA

p=

NANAAANAANS

NSAAAAAS
ENVIRONMENTAL MARITIME SCHOOLS AND
ASSOCIATIONS OPERATORS UNIVERSITIES

TaCh;

SUPPLIERS EMPLOYEES

18
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With this new engagement activity, it is considered
that all the categories that are most relevant to
the Group have now been covered (Associations
and civic organisations; the Media; Trade Unions;
Schools and Universities; Institutions; Suppliers;
Financial Analysts, Institutional Investors and,
indeed, now also the Maritime Operators); there-
fore, in future years, there will be further additions
of new stakeholders, but they will, nevertheless, fall
within the aforementioned categories.

Materiality matrix

The materiality matrix of the Saras Group was cre-
ated by merging the views of all the stakeholders
involved in the engagement process. The x-axis of
the matrix shows the priorities (in ascending order
from left to right) assigned to the various topics by
internal stakeholders, whilst the y-axis shows the
priorities assigned by external stakeholders, in as-
cending order of relevance from the bottom upwar

MATERIALITY MATRIX
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For the treatment of the aforementioned materiali-
ty topics, Saras chose to adopt for the entire Group
the reporting framework identified in the "Glob-
al Reporting Initiative - Sustainability Reporting
Standards"” (GRI Standards), provided by the Glob-
al Sustainability Standards Board (GSSB).

Priority topics

A detailed analysis of the matrix shows that, in gen-
eral, the internal vision is well aligned with the ex-
ternal one, as regards the priority of the 17 sustaina-
bility topics. This can be ascertained by noting that
most of the topics are positioned close to the diag-
onal at 45 degrees (this ideal line, in fact, indicates
positions characterised by the same weighting, both
for the internal and for the external stakeholders).

More specifically, the four topics placed in the up-
per right quadrant (Air Pollutants and Greenhouse
Gases Emissions, Health and Safety, Waste and Dis-
charge Management, Energy Efficiency) are those
considered extremely important and therefore ma-
terial both by the company and the local community.

Four other topics, instead, are positioned in quad-
rants of the matrix characterised by a high im-
portance only for one of the two groups of stake-
holders (Employment and Creation of Local Value,
Technological Innovation, Training and Develop-

20

ment of Human Resources, Human Resources Man-
agement). The Group nonetheless believes that for
these topics it is important to clearly and precise-
ly communicate its strategies, objectives, results
achieved so far and potential associated risks.

Three other topics were very close to the quad-
rants of high importance (Local Community Rela-
tions, Water Resources Management and Odours)
and, therefore, the Group decided to consider them
equally important, reporting on them with the same
modalities mentioned in the previous section.

Lastly, the final six topics in the lower left quad-
rant (Compliance with Regulations, Supplier and
Procurement Management, Anti-Corruption, Hu-
man Rights, Equal Opportunities and Biodiversity)
are considered non-material and less necessary for
in-depth analysis, given that Saras is recognised as
having a high degree of commitment and effective-
ness in the management of such topics.

These topics are in fact seen as absolutely under
control by the Group, that has a Code of Ethics,
adheres to the Corporate Governance Code of
companies listed on the Milan Stock Exchange and
complies with all relevant national and international
legislation, including those regarding anti-corrup-
tion and the protection of human rights.
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Group identity

The Saras Group

With a presence in the oil and energy sector since 1962, the Saras Group
is now one of the leading independent refining operators in Europe.

The parent company, Saras SpA, based in Milan,
performs coordination functions and is active in the
Italian and international oil market.

The Group’s industrial core is managed by the sub-
sidiary Sarlux Srl, which owns and operates the
Sarroch site, on the south-western coast of Sar-
dinia, which is one of the largest refineries in the
Mediterranean in terms of production capacity (ap-
proximately 15 million tonnes per year, equal to 300
thousand barrels per day) and one of the most ad-
vanced in terms of plant complexity (Nelson Com-
plexity index equal to 11.7).

In the early 2000s, the refining activity was com-
plemented with the production and sale of electric-
ity, by starting operations of an IGCC (Integrated
Gasification Combined Cycle) plant, one of the big-
gest of its kind in the world. Indeed, the Sarroch
IGCC has an installed capacity of 575 MW and in
2019 it contributed more than 45% of Sardinia’s
electricity requirements.

Lastly, in early 2015, Sarlux acquired the neighbour-
ing petrochemical plants, owned by Versalis (ENI
Group), expanding its productive offering also to
certain categories of aromatics and intermediates
for the petrochemical sector.

Over the years, the investments aimed at increas-
ing the industrial site’s capacity and efficiency have
gone hand in hand with the attention to safety
and the respect for the environment, significant-
ly involving local communities, both directly and
indirectly. More specifically, the Saras Group has
traditionally sourced local resources for the skills
needed for its development. In addition, also for the
procurement of goods and services (for bids with
the same financial terms), Saras has attempted, as
far as possible, to give priority to firms belonging

to the local community, helping them to become
competitive also outside of Sardinia and national
boundaries.

As regards the business model, the Group has de-
veloped a process of integrated management of
the refinery’s production activities with the plan-
ning and commercial activities. In this context, a
subsidiary was established, Saras Trading SA. The
company has operated out of the Geneva head-
quarters since early 2016, acts under an agency
contract on behalf of the parent company and is
focused on purchasing crude oil and other raw ma-
terials required in refining, selling the finished prod-
ucts from the refinery and - taking advantage of its
strategic location - it also undertakes independent
trading activities involving oil commodities.

The Group sells and distributes, directly and
through its subsidiaries, oil products such as diesel,
gasoline, gasoil for heating, liquefied petroleum gas
(LPG), virgin naphtha, fuel for aviation and mari-
time bunkering, mainly on the Italian and Spanish
markets, but also in various other European and
non-European countries. Specifically, in 2019, ap-
proximately 2.16 million tonnes of oil products were
sold in Italy on the wholesale market, and a further
1.42 million tonnes were sold on the Spanish market
through the subsidiary Saras Energia SAU.

Since 2005, Saras has also been active in the pro-
duction and sale of electricity from renewable
sources, through the subsidiary Sardeolica Srl,
which owns a wind farm in Ulassai (Sardinia). Dur-
ing 2019, this farm was expanded with the instal-
lation of 9 new wind turbines and has currently
achieved an installed capacity of 126MW. The wind
farm maintains the Group’s ethos in all respects:
since its constitution, local community relations
have been driven by transparency, open dialogue
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and productive collaboration, aimed at mutual de-
velopment.

Lastly, Sartec Srl is the company which, through
its offer of industrial and technological services for
the oil, energy and environment sectors, develops
targeted solutions to ensure energy efficiency and
industrial reliability. Furthermore, it also provides
solutions for environmental efficiency, through en-
gineering services, monitoring, environmental anal-
ysis and measuring systems and analytical services.

MARKETING
Madrid, Spain

STORAGE FACILITY
Cartagena, Spain
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SARAS

SARLUX SRL

SARAS
TRADING SA

REFINING
POWER
GENERATION
TRADING

26

DEPOSITO DI
ARCOLA SRL

99.99%

TERMINAL
LOGISTICA DE
CARTAGENA

SLU

MARKETING

100%

SARDEOLICA
SRL

WIND



Group identity

Key markets

The Group’s key markets are the oil market, inter-
national by nature (both with regards to suppliers
of raw materials and also to the main customers
for the refined products) and the electricity market,
in which the Group operates by selling exclusively
within the national context.

The following table shows revenues from Group’s
operations, split by geographical area and net of
intercompany eliminations. The revenue changes
during the three-year period in question are main-

ly due to price fluctuations, which occur in the
oil markets (raw materials and refined products)
and - to a lesser extent - also to the production
levels achieved by the Group in the various years
(as a function of specific scheduled maintenance
cycles).

As can be seen, in 2019, approximately 27% of reve-
nues were generated in Italy, whilst this percentage
rises to 48% when considering the European Eco-
nomic Community (EEC).

REVENUE FROM OPERATIONS (THOUSAND EURO)

Parameter 2017 2018 2019
Italy 2,214,026 2,346,980 2,596,126
Spain 249,742 963,848 811,279
Other EEC countries 922,056 2,993,022 1,154,799
Non-EEC countries 3,986,913 3,576,177 4,391,196
USA 185,664 387,840 536,851
Total 7,558,401 10,267,867 9,490,251
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SARAS ENERGIA

28

Saras Energia was created through the merg-
er of Saroil (founded in 1990) and Continental
Oil (founded in 1992). For many years it was
active in the sale of petroleum products in the
Spanish market, both in the “retail channel”
(which are the service stations, selling to final
consumers, i.e. the automobile drivers) and also
in the “wholesale channel” (which are the sales
to wholesale operators, industrial companies,
public institutions, truck companies, condo-
miniums, agriculturale and fishing companies,
etc.)

However, as of July 2019, Saras Energia sold to
Kuwait Petroleum Espana SA its retails busi-
ness, made of service stations positioned on
the Spanish territory, directly owned or oper-
ated, the ancillary services and the associated
personnel. This sale to a primary operator with-
in the sector will allow those assets to develop
over time, and to achieve their full potential.

Conversely, Saras Energia will be able to focus
its activities on the wholesale channel, taking
advantage of the long-standing Group’s exper-
tise and the synergies with the other subsidiar-
ies, and Saras Trading in particular.

Following the sale of the retail channel of busi-
ness, Saras Energia now employes 56 people,
and it is one of the largest Spanish operators,
with 1.42 million tons of petroleum products
sold in 2019 across the entire Iberian Peninsula.

To conduct its business activities, Saras Energia
uses storage facilities owned by third parties,
(mainly Decal and CLH), as well as its wholly
owned subsidiary Terminal Logistica de Carta-
gena SLU, which owns a tank farm with 114,000
cubic metres of total capacity, fully used (in
part directly for the needs of the Group, and in
part leased to third-party operators).

It is important to underline that, during the
past years, Saras Energia has accomplished a
profound diversification of its supply channels,
with the aim to reposition itself, finding a new
equilibrium between being a pure importer and
a customer of the local refineries.

The cornerstones regarding the management
and operations of the company are summa-
rised in the Policy on Health, Safety, Environ-
mental Protection and the Prevention of Signif-
icant Accidents. This important document sets
out the ways in which Saras Energia operates;
however, it also applies to the many suppliers
of goods and services, clients as well as every
other stakeholders interacting with Saras Ener-
gia’s operational sites.

Compliance with regulations and industry best
practices is always considered a fundamental
investment, in order to guarantee the future of
the company and its most important resources:
its people and its company image and reputa-
tion in the oil industry and society as a whole.

To this end, Saras Energia has launched train-
ing programmes concerning the company’s
Code of Ethics and the prevention of criminal
offences. Furthermore, Saras Energia also runs
a range of different initiatives designed to fa-
cilitate - as far as possible - a balance between
work and family life, as well as offering a range
of different benefits to its employees. Among
the main initiatives and benefits, it is worth
mentioning: Flexible working hours; Comple-
mentary health insurance for spouses and chil-
dren; Life insurance; Meal vouchers; Internal
and external training programmes and cooper-
ation with schools; Open days and two-week
internships for employees’ children; Awards
and Grants towards extra-curricular training
activities (Master’s courses, etc.).
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Membership

The oil and electricity sectors in which the Saras
Group is active are influenced by national, Euro-
pean and international standards and regulations.
The Group therefore performs continuous monitor-
ing of the new measures adopted, as well as those
in the process of discussion and finalisation. The
Group also maintains a dialogue with institutions
and the main operators in the sector, as well as ac-
tively participating in relevant associations (Unione

Petrolifera, Fuels Europe, Concawe, ANEV, Elettric-
ita Futura, World Energy Council, etc.), with expert
representation in governing bodies, specific com-
missions and technical workshops.

The main national and international associations
and bodies to which the Saras Group belongs are
listed below.

MEMBER
ASSOCIATION DESCRIPTION
COMPANY
Association that aims to promote and encour-
Italian Electrotechnical age the study of electrics, electronics, automa-
and Electronic Association tion, informatics and telecommunications and SARAS
CAEIT) the development of related technologies and
applications.
Spanish association that brings together the
Associacion Espanola main companies operating on the Iberian Penin-
de Operadores de sula with activities of exploration, extraction and
Productos Petroliferos processing of oil, and distribution of refined oil SERESIENERGIE
(AOP) products, with the aim of defending the general
interests of the associated companies.
Association aiming to disseminate technical and
tatian Chemica
Engineering Association g o g g. P . SARLUX
(AIDIC) following industries: chemical, petrochemical,
food, pharmaceutical, biotechnology, materials,
safety and the environment.
Not-for-profit organisation that brings together
i . Il th h :
Jtalian Association all those w .o study, debate a-nd'pro.mote energy
3 knowledge in Italy. The association is also an
of Energy Economists . : : SARAS
(AIEE) independent contact point for Italian energy
policy matters, with regards to national and
international bodies.
Association that promotes technological re-
National Wind Energy search and development aimed at using the SARDEOLICA
Association (ANEV) wind resource and the sensible use of energy, as
well as the dissemination of correct information.
Divisions of the European Petroleum Refiners
Association whose members are all the 41 com-
i hich the oil refineri ti
FuelsEurope and Concawe !oames whic manage e oi rg ineries operating SARAS
in the European Union. In particular, Concawe
conducts research on environmental and health
and safety issues relevant to the oil industry.
The main Italian association for the electricity
B i try, with 7 t ith plant
Elettricita Futura industry, with over QO operators wi pan S
[Future Electricity] throughout Italy and is one of the most impor- SARAS
Y. tant associations in the industry at European
level.
EFOA is dedicated to promoting ethers as com-
European Fuel Oxygenates .
.. ponents of fuels for a cleaner and more sustain- SARAS
Association (EFOA) able future
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MEMBER
ASSOCIATION DESCRIPTION COMPANY

One of the main objectives of the National Fed-

eration of the Chemical Industry is the promo-
Federchimica tion of the chemistry development in Italy and
[National Federation the elaboration of the guidelines for economic, SARLUX
of the Chemical Industry] industrial and trade union policies, as well as in

the fields of ecology and environment, develop-

ment and innovation, energy policy.
International Oil Pollution International fund set up to provide financial
Compensation Fund compensation for oil pollution damage occur- SARAS
(/OPC Fund) ring in Member States.

Association of oil companies that aims to be the
O G e !eading autho.rity in ensuring safe and ecglog-
Marine Forum !cally requn&ble management of operations SARLUX
(OCIME) involving oil tankers,.termmal_f, anq offshore sup-

port vessels, promoting ongoing improvements

in design and operating standards.
Unione Petrolifera Association that brings together the main Italian
[Italian Oil Industry Union] companies operating in the context of oil pro- SARAS
upP) cessing and distribution of oil products.

International forum that collects industrial,
, institutional and academic subjects belonging

World Energy Council L
(WEC) to the energy sector, and which implements SARAS

and disseminates the results of studies, re-
ports and research in the field of energy.
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Relations with the Financial Community
The parent company, Saras SpA, has been listed on
the ltalian Stock Exchange since 2006, and since
then it has been actively engaged in communica-
tion with the financial community, comprising na-
tional and international analysts, institutional inves-
tors and retail investors.

As required by the regulations, as well as by the
Corporate Governance Code of the Italian Stock
Exchange, Saras promptly and transparently noti-
fies all stakeholders of price-sensitive information,
useful for assessing investment opportunities and
it also holds a high number of meetings with in-
ternational analysts and investors to provide infor-
mation that is critical for the sustainability of the
business in the long term, such as, for example, the
explanation of the business outlook, multi-year in-
dustrial plans and its strategy and vision.

The Investor Relations function, together with
the top management, holds telephone conversa-
tions and carries out roadshow activities in ma-
jor international financial centres (London, Paris,
Milan, Geneva, New York, etc.) to meet investors.
Amongst these, there are also various funds that,
in addition to considerations related to yield ex-
pectations, incorporate within their investment
criteria parameters related to compliance with
environmental, social and governance (ESG) cri-
teria. In this regard, this Sustainability Report
should also be considered as an important tool of
qualified communication on issues related to the
Group’s ESG responsibility.

Saras regularly communicates with the financial
analysts who write their equity research reports,
with the financial media and also with small retail
investors. For the latter, in particular, Saras com-
munication activities predominantly take place via
its website (www.saras.it), where comprehensive
informative material, presentations and press re-
leases can be easily found. Such documents are
useful to keep up-to-date with the Group’s perfor-
mance and outlook, as well as to assess any invest-
ment choice.

As a further step in the development of a corporate
communication increasingly targeted at involving
stakeholders, and in order to upgrade the Group’s
positioning and reputation on the basis of its real

and continuous evolution, during 2019, the parent

company’s website graphics and content have been
completely redesigned and updated. The architec-
ture of the new site was focused on the Group's
new Purpose. In the homepage there are images
associated with the values of the Purpose, which
refer to the various sections of the website with the
aim of providing substance and concreteness. The
menu has been aligned with best practices for list-
ed companies, in order to make all information eas-
ily available and usable. The content for investors,
reorganised with a view to simplifying navigation,
has been enriched, maintaining and expanding the
possibility of downloading data in Excel, in order
to analyse the main performance indicators. Lastly,
a Sustainability section has been created in which
the data and information contained in the Sustain-
ability Report are given wide visibility, highlighting
the materiality topics.

Lastly, in order to regularly reach all the concerned
parties, every quarter Saras directly and publicly
broadcasts a webcast and conference call for the
presentation of its financial results, and makes the
full transcripts of these events and all the detailed
presentations, available on its website.

Saras is indeed strongly convinced that the trans-
parency, regularity and completeness of its fi-
nancial communication, in addition to being a
regulatory requirement, is essential to satisfy the
information needs of its stakeholders, generate
trust and value and ensure long-term business
continuity and sustainability.

31



Saras - Sustalinability Report 2019

Governance

The governance of the Saras Group is structured
according to the traditional administration and
control model which includes:

* a Board of Directors (BoD) responsible for pro-
viding correct business management, within
which three committees have been established
(a Remuneration and Nomination Committee, a
Control and Risk Committee, and a Steering and
Strategy Committee);

* aBoard of Statutory Auditors called on,amongst
other things, monitoring observance of the law
and of the Articles of Association, and checking
the adequacy of the organisational structure of
the company’s internal control system and ad-
ministrative and accounting system;

¢ the Shareholders’ Meeting.

The company adheres to the Corporate Governance
Code, drawn up by the Corporate Governance Commit-
tee and published by Borsa Italiana SpA in March 2006.

BOARD OF DIRECTOR 2019

Board of Directors

The Board in office as at 31 December 2019 included
12 directors in total, 2 of whom are executive direc-
tors and 10 non-executive directors and, amongst
the latter, 6 are independent directors.

During financial year 2019, the Board held 5 meetings,
which were duly attended by the various directors as
well as members of the Board of Statutory Auditors.

Female members account for 19.4% of the Board of
Directors, 53.8% of the Boards of Statutory Auditors
of the companies belonging to the Group and 35.0%
of the Supervisory Boards. The parent company main-
tains the percentage of women sitting on all bodies, in
line with the legal requirements (a third of members).

The majority of the members of the Group’s bodies
are over 50 years of age. Said members account
for 83.3% of the Board of Directors of the compa-
nies belonging to the Group, 85.7% of the Boards
of Statutory Auditors of the companies belonging

to the Group and 100% of the Supervisory Boards.

. Remuneration Guidance
Executive/ Control
- Year of — Inde- . and and
Members Position X List and Risk .
birth . pendent . Nomination Strategy
executive Committee . .
Committee = Committee
Mora?“ Chairman 1945 M Executive X
Massimo
Scaffardi CEO 1958 M Executive X
Dario
Moratti Director 1963 M Non-_ Chairman
Angelo executive
Callera Lead Independent 1939 M Non- X Chairman Chairman
Gilberto Director executive
Moratti | pioctor 1973 M Non- X
Angelomario executive
Moratti Director 1978 M Non- X
Gabriele executive
Moratti Non-
Giovanni Director 1984 M . X
executive
Emanuele
Fidanza Director 1973 M Non-_ X Member Member
Laura executive
Harvie-Watt | 0o ctor 1967 M Non- X Member
Isabelle executive
Cerretell Director 1948 M Non- X Member
Adriana executive
senni Director 1967 m Non- X Member
Leonardo executive
Luchi Director 1961 M Non- X Member
Francesca executive

* M = mayor list, m = minority list
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PERCENTAGE OF MEMBERS OF GOVERNING BODIES BY GENDER 2019

Board of Directors Board of Statutory Auditors Supervisory Board

M Tot %F F M Tot %F F M Tot %F
Saras Spa 8 12 33% 3 2 5 60% 1 3 4 25%
Sarlux Srl 4 5 20% 1 5 6 17% O 4 4 0%
Sartec Srl 5 5 0% 0} 1 1 0% 1 2 3 33%
Sardeolica Srl 2 3 33% 0 1 1 0% 1 2 3 33%
Deposito o o o
di Arcola Srl 3 3 0% (0} 1 1 0% 1 2 3 33%
Saras Energia o o o
SAU* 4 4 0% 0} 0} 0 0% 1 1 2 50%
Saras Trading 4 4 0% 0 0 0 0% 0 1 1 0%

* At Saras Energia, there is the Ethics Committee (equivalent of the Supervisory Board in Italy).

PERCENTAGE OF MEMBERS OF GOVERNING BODIES BY AGE 2019

Board of Directors

Board of Statutory Auditors

Supervisory Board

30 % % | 30 % % | 30 % %
" | >50 | Tot | 30- ° " | >50 | Tot | 30- ° " | >50 | Tot | 30- iy
> > >

50 5o | >50 | 50 5o | >50 | 50 5o | 50
Saras Spa 4 8 12 | 33% | 67% | O 5 5 | 0% |100%| O 4 4 | 0% |100%
Sarlux Srl 0 6 6 | 0% |100%| 2 4 6 | 33% | 67% | O 4 4 | 0% |100%
Sartec Srl 0 4 4 | 0% [100%| O 1 1 0% |100%| © 3 3 | 0% |100%
gf/’ deolica 0 3 3 | 0% |100%| O 1 1 0% |100%| O 3 3 | 0% |100%
gffoolg’g /d’ 0 3 3 | 0% |100%| O 1 1 0% |100%| O 3 3 | 0% |100%
Saras
Energia 2 2 4 | 50% |50%| O 0 o | 0% | 0% | o 2 2 | 0% |100%
SAU
?’Zang A 0 4 4 | 0% |100%| O 0 o | 0% | 0% | o 1 1 0% |100%

* Saras Trading has a Supervisory managet.
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Board Committees
The tasks of the Remuneration and Nomination
Committee include consulting and expressing pro-
posals in respect of the Board and has, amongst
other things, the task of:

* formulating proposals for defining the remuner-
ation policy;

¢ periodically assessing the adequacy, overall con-
sistency and the practical application of the re-
muneration policy.

The Control and Risk Committee is responsible
for providing advice and making proposals to the
Board of Directors. More specifically, the Control
and Risk Committee:

e provides opinions to the Board in relation to:

— setting out the guidelines of the internal con-
trol and risk management system, to ensure
that the main risks to which the Group is
exposed are correctly identified, measured,
managed and monitored,;

— determining the level of compatibility of
those risks with a business approach that is
coherent with the strategic objectives;

— assessing the adequacy of the internal con-
trol and risk management system with re-
spect to the company’s nature and the risk
profile assumed, as well as its effectiveness,
at least once per year;

— approving the work plan prepared by the In-
ternal Audit Department manager, at least
once per year;

— assessing, after consulting the Board of Stat-
utory Auditors, the results presented by the
independent auditors;

— assessing the correct use of accounting
standards and the consistency of such stand-
ards for the purposes of preparing the Con-
solidated Financial Statements, in conjunction
with the designated Executive responsible
for drafting company accounting documents
and in consultation with the independent au-
ditors and the Board of Statutory Auditors.

Every six months, the Committee shall report to the

Board on its activity and on the adequacy of the
internal control and risk management system.
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The Steering and Strategy Committee, established
at the meeting of the Board of Directors held on
34 May 2018, pursuant to Article 21 of the Articles
of Association and Article 4 of the Corporate Gov-
ernance Code, provides advisory, propositional
and support functions to the Board of Directors in
the setting of strategic guidelines for business, fi-
nance, as well as guidelines on sustainability, and it
is chaired by Angelo Moratti.

Shareholding structure
Saras is a company listed on the FTSE lItalia Mid
Cap Index of Borsa ltaliana.

The company’s shareholder structure is mainly
composed of the Moratti family (Massimo Moratti
S.a.p.a., Angel Capital Management S.p.A. and Stel-
la Holding S.p.A., controlled by Angelo Moratti and
Gabriele Moratti respectively). As at 31st Decem-
ber 2019, the family held 40.022% of the total share
capital. Furthermore, on the same date, Saras S.p.A.
held treasury shares totalling 0.97% of the share
capital. Platinum Investment Management LTD held
shares totalling 3.055% of the share capital, with
the rest of the shares floating on the market.

20.011%
Massimo Moratti S.a.p.A.
di Massimo Moratti

55.954%
Others /

N

Shareholding
structure

N

10.005%
Stella
Holding
S.p.A.

__/

0.970%
Saras S.p.A.

10.005%
Angel Capital
Management
S.p.A.

3.055%
Platinum
Investment
Management Ltd.
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COMPANY BODIES AND BOARD COMMITTEES

.
.
.
.
.
.
.

BOARD OF DIRECTORS BOARD OF STATUTORY AUDITORS
Sets out strategic direction and ensures correct Among other things, it monitors observance
company management through optimum of the law and of the Articles of Association,
organisation of the system of company governance and checks the adequacy of the organisational
and the entire group organisational structure. structure of the company’s internal control system
Three committees have been set up within this. and administrative and accounting system.

eccee

eecoece

eecece

REMUNERATION AND NOMINATIONA COMMITTEE

Formulates proposals for defining the remuneration policy
and periodically evaluates the adequacy, overall coherence
and actual application of the remuneration policy.

CONTROL AND RISK COMMITTEE

Supports the Board of Directors in setting out the general
company direction, undertaking an annual evaluation of the
internal control and risk management system, in accordance
with strategic objectives, and approving and evaluating financial
relations.

GUIDANCE AND STRATEGY COMMITTEE

Supports the Board of Directors in setting the strategic
guidelines for business, finance, as well as sustainability
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Internal Control and Risk Management System

In all the Group’s activities, Saras pays the utmost attention to comply with

the laws, to promote ethical and correct conduct and to prevent corruption.

The Board of Directors is responsible for setting the
guidelines for the internal control and risk manage-
ment system and periodically checks operational
adequacy and effectiveness. To perform this task,
the Board of Directors relies on the support:

¢ of the director responsible for the establishment
and maintaining of an effective internal control
and risk management system (“Director respon-
sible for the internal control and risk manage-
ment system”);

* of the Control and Risk Committee, with the aim
of supporting, with appropriate preliminary ac-
tivities, assessments and decisions of the Board
concerning the internal control and risk manage-
ment system;

¢ of the Internal Audit Department, which is re-
sponsible for checking that the internal control
and risk management system is adequate and
functional.

The internal control and risk management system
is formalised within the Group’s regulatory system,
and it has been further strengthened with the adop-
tion of an Organisation, Management and Control
Model (the “Model”) pursuant to Legislative Decree
No. 231/2001. Each company of the Group has in
fact adopted its own Model, which aims to prevent
the potential risk of committing those crimes to
which the company is indeed exposed, indicating
management responsibilities as well as the controls
in place so that crimes cannot be committed.

In 2019, with a view towards the continuous revi-
sion and updating of the Model in order to adapt
it to regulatory and organisational changes, an
analysis of areas considered “sensitive” (potentially
more exposed to the risk of commission of offenc-
es) was carried out for the Saras and Sarlux Models,
involving various corporate departments to the ex-
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tent applicable, and examining the risks and control
measures implemented at a process level.

Saras has also represented its values, principles and
standards of conduct in the Group's Code of Eth-
ics, with which Saras and its subsidiaries and as-
sociates shall comply with when conducting their
business. The values shown in the Code of Ethics
are also the basis of the relations that the Group
establishes with its counterparts.

The Code of Ethics and Model, combined with the
corporate vision and mission document - the “Pur-
pose” - and the Articles of Association, represent
the reference framework in line with which all the
governance documents related to the Group’s in-
ternal regulatory system, the organisational sys-
tem and the powers system are developed and ap-
proved.
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INTERNAL REGULATORY SYSTEM

The internal regulatory system is split into
four hierarchical levels, each of which has
its own regulatory tool:

) 1

activities. Saras uses this regulatory instru-

POLICY

Policies systematically collate
the general principles and rules
that inspire all of the Group’s

ment to manage people, operations integ-
rity, operational excellence, relations with

stakeholders, information security, global
compliance and corporate governance;

)2

coordinating its departments and organisa-

GUIDELINE

Guidelines are the tools
through which the Group fulfils
its role in terms of guiding and

tional units and its subsidiary companies.
Saras has produced two types of guide-

lines: the Governance/Compliance Guide-
lines and the Process Guidelines;

)3

ities must be carried out;

) 4

ating methods described in the Procedures,

PROCEDURE

Internal Procedures set out the
operational methods accord-
ing to which the Group’s activ-

OPERATING
INSTRUCTION

Operating Instructions are de-
tailed documents on the oper-

split and detailed for each specific depart-
ment, organisational unit, position and pro-
fessional area involved.

The Procedures and Operating Instructions
are regulatory tools specific to the individual
companies of the Group, which incorporate
in their operating methods the principles, in-
structions and control mechanisms set out
in the relevant Policies and Guidelines.

Activities and initiatives aimed at checking the im-
plementation and improvement of the control and
risk management system of the companies in the
Group are implemented by the operational depart-
ments, within the scope of the management sys-
tems of quality, safety and the environment, and
also by the Internal Audit Department. They are
defined within an annual plan, drafted according to:

¢« the Corporate Risk Profile, a document that
identifies the significant risks for the Group,
monitored every six months by the risk owners;

¢ the instructions from the top management and
the supervisory boards of each company in the
Group;

¢ audits carried out during previous years and
their results.

In 2019, the Internal Audit Department carried out
50 audits on the internal control and risk manage-
ment system (SCIGR).

The results of the audits carried out did not reveal
specific critical points regarding the adequacy and
implementation of the control measures taken by
the companies. Also, audits on the implementation
status of the Model (49 audits in total) did not de-
tect any significant non-compliance with respect to
what is provided in the Model itself. For the areas
of improvement identified, corrective actions were
determined in agreement with the managers re-
sponsible for the departments concerned, in order
to improve the effectiveness of the control man-
agement and the existing mitigation instruments.
Furthermore, adequate action plans have been de-
fined. Implementation by the deadlines defined for
the improvement actions is monitored by the Inter-
nal Audit Department.

No case was registered of non-compliance with
the environmental and socio-economic regulations
and laws, or in terms of the impact on the health
and safety of customers who purchase the Group’s
products.
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Risk Management

and Corporate Risk Profile

Saras’ risk management policy, the guidelines of
which are defined by the Board of Directors and
implemented by the Director responsible for the
internal control and risk management system, is
based on the constant activity of identifying, as-
sessing and managing (reducing, eliminating or
accepting) the main risks related to the Group’s
objectives, with reference to strategic, operational
and financial areas.

The top management is responsible for the peri-
odic assessment of the management of the com-
pany’s significant risks, by identifying the most
efficient and effective control system and manage-
ment programmes for ensuring the correctness of
the company’s operations, whereas the risk itself is
operationally managed by the manager responsi-
ble for the related process, based on the instruc-
tions of the top management.

The Corporate Risk Profile is the document with
which the Company sets out all the significant risks
to which it is exposed (operational and compliance
risks), and the Risk Officer is responsible for moni-
toring and updating it, based on the information on
risk assessment and management collected from
the Group’s risk owners.
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These results of the half-yearly Risk Assessment
monitoring and annual update of the Group’s Cor-
porate Risk Profile are shared, as applicable, with
the senior management and are submitted to the
Parent Company’s Control and Risk Committee and
Board of Directors.

In 2019, the assessments carried out by the risk
owners provided a positive picture of the suitabil-
ity of the risk control and management activities
adopted by the Company.

Saras Group risks

The types of risks that the Saras Group must man-
age are of a financial nature - such as the exchange
rate, interest rate, credit and liquidity risks - and of
an operational and compliance nature. Below are
the main risks with repercussions on sustainabili-
ty issues (environment, social, governance & busi-
ness) and the main mitigation actions.




Group identity

Event /
Potential risk

¢ Scenario changes that
can generate business
risks related to energy
transition (regulatory,
technological, market,
reputational)

« Country risk, political
instability: unavailabil-
ity of the Raw Mate-
rial best suited to the
characteristics of the
establishment. Increase
in the prices of other
raw materials.

¢ Inadequate monitoring
of the risk of legislative
developments

* Incorrect / delayed
reaction to adverse
developments in the
applicable legislation

« Significant breakdowns
or damage to plants
during the production
process

¢ Inadequate manage-
ment of maintenance
on plants and machin-
ery

* Damage to the Sarroch
docks rendering them
unusable for a signifi-
cant period of time.

* Natural disaster (tidal
wave, inundation,
flooding and over-
flowing of the streams
surrounding the
production site) and
consequent damage to
the site.

Cause

Management methods and mitigating factors

CLIMATE CHANGE

» Changed market/com-
petitive scenario.

* Incorrect / delayed
reaction to scenario
evolutions linked to cli-
mate change and ener-
gy transition issues

* Governance: central role of the Board of Directors and
identification of specific support Committees, establish-
ment of the "Energy Transition” department.

¢ Study and development of new technological solutions to

reduce the environmental impact of fossil fuels; develop-

ment of renewables and green businesses.

Participation with institutional bodies in activities on the

topic of energy transition to help form rational policies at

national and international levels.

COUNTRY/COUNTERPARTY

e Political instability of
supplier countries. Qil
Embargo.

REGULATOR

« Evolution of legislation
at an EU and nation-
al level. Continually
increasing attention of
regulators on Environ-
ment Social Govern-
ment aspects

¢ Continual search for new markets and different produc-
tion mixes, establishing relationships with new potential
counterparties.

¢ Continuous monitoring of the situation. Optimal geograph-
ic plant positioning with reference to the European market.
Plants with excellent production flexibility that are able
to adapt to various raw material mix situations. Specific
supply chain optimisation initiatives. Assessment of coun-
terparties.

Y DEVELOPMENTS

¢ Formalised organised monitoring and an external audit
company dedicated to the checking of compliance with
legislation. Presence of policies and procedures formalised
and defined at the organisational level. Presence of training
and communication plans. Monitoring of the channels re-
sponsible for reporting changes in legislation. Participation
of the Group in industry associations. Review of production
structures and planning of necessary investments.

¢ Structured monitoring system regarding legislative amend-
ments and developments and on the possible effects and
presence of a management and the company leadership
reporting system and externally, where required.

PRODUCTION INTERRUPTION

¢ Inadequate main-
tenance planning.
Incorrect plant mainte-
nance. Inability to as-
sess the failure history
of the plant.

* Severe weather of
particular intensity.
Incorrect manoeuvring
of a ship.

* Natural event.

* Integrated Management System, dissemination of a reliabil-
ity culture, continuous training and information activities,
process monitoring (internal/external audits), presence and
application of a Sanctioning System and system autom-
atisms (process automation and instrumentation of the
process monitoring and control system).

¢ Implementation of three categories of maintenance inter-
ventions: preventive, predictive and “breakdown mainte-
nance”. Preparation of intervention sheets and periodic
inspection. Complete revisions of some critical plants with
the collaboration of the manufacturer. Existence of a main-
tenance personnel selection process. Enhanced predictive
monitoring.

« Design and construction characteristics of the dock such
as to compensate for its partial unavailability. Port regula-
tion for the approach and unloading of ships. Stipulation
of insurance that is limited to specific categories of events.
Application of Minimum Safety Criteria and vetting proce-
dures. Organisational choices (appointment of anti-pollu-
tion/PFSO manager).

« Securing of embankments and rainwater discharges; oper-
ational procedures for the securing of plants.

¢ Stipulation of insurance policies.
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Event /
Potential risk

e Serious or potentially
serious accidents to
persons during the
production process.

« Serious or potentially
serious accidents to
persons directly or
indirectly involving
contractors.

¢ Exceeding legal emis-
sion limits for discharg-
es /emissions

* Resistance from
personnel to accept
changes of strategy,
organisational or oper-
ating methods.

Cause

OCCUPATIONAL

* Inadequate training on
safety issues. Inade-
quacy of safety rules.
Violation of safety
rules and/or proce-
dures (e.g.: "forcing” of
blocks) and/or opera-
tional error.

* Insufficient monitoring
of contractor or on-site
personnel. Interference
among the personnel
of the different com-
panies.

ENVI

e Operational error;
accident; violation of
operating procedures

PERSONNE

 Stiffening of organisa-
tional culture. Inability
to follow the evolution
of the competitive
environment

Management methods and mitigating factors

HEALTH AND SAFETY

Adoption of a Health and Safety in the Workplace manage-
ment system, and obtainment of OHSAS 18001 certifi-
cation. Diffusion of a culture of safety through training
activities and constant sharing of information. Enhanced
operational planning. Activity monitoring (internal/external
audits). Presence and application of a Sanctioning System.
Safety Management Process and system automatisms
(safety and integrity of plants). Use BBS (Behaviour Based
Safety). Enhancement of predictive monitoring (e.g., “digi-
tal” monitoring, definition of analytical monitoring sets).
Preparation of a set of procedures aimed at defining the
detailed rules for the identification and management of
risks arising from the production process and operational
changes (risks to health, safety, and major accidents).
Improvement of the DUVRI (for the management of inter-
ference risks). Point rating system for all contractors.

RONMENT

Adoption of an Environmental Management System
conforming to ISO 14001:2015 and the EMAS-Eco-Man-
agement and Audit Scheme (that periodically requires an
in-depth environmental analysis of the activities carried
out on the site and the identification of significant direct
and indirect environmental aspects). Diffusion of a culture
of environmental sustainability through training activities
and constant sharing of information. Enhanced operational
planning. Activity monitoring (internal/external audits).
Presence and application of a sanctioning system.
Preparation of a set of procedures aimed at defining

the modalities for the identification and management of
risks arising from the production process and operational
changes.

L MANAGEMENT

Involvement of personnel to optimise management of
organisational changes, along with any possible reposition-
ing. Revisiting the procedural system. Structural interven-
tions to improve organisational flexibility. Progress of the
#digitalSaras project.

More detailed meetings with the trade unions on the or-
ganisation of work and the tools that can be used to create
greater efficiency and productivity (including needs and
opportunities that “welfare” can assist with).

« Organisational struc-
ture unable to support
the outlined strategy.

* Key managerial posi-
tions vacant.

e Loss of personnel with
key skills or specific
expertise.

* Misalignment of roles
and responsibili-
ties with respect to
strategic objectives.
Oversized and static
organisation.

* Absence of an ade-
quate succession plan.

* Internal/external
conditions that influ-
ence the retention of
personnel with higher
professional content;
ageing of the company
population.

Improvement of processes and programming and control
activities for a more efficient use of resources. Review and
updating of roles and responsibilities. Recovery of opera-
tional capacity.

Knowledge and monitoring of the skills of internal person-
nel (potential substitutes able to fill the position). External
mapping of professionalism with particular reference to
the oil sector.

Continuous monitoring of the evolution of existing scenar-
ios and resources: external (labour market) and internal
(recruitment planning, handover, retirement). Personnel
turnover management.
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Event / e .
Potential risk Cause Management methods and mitigating factors
CYBERSECURITY

e Cyber-attack that com- | ¢ Insufficient security ¢ Centralised management of Cybersecurity and dedicated
promises the integrity, level of systems support departments on the ICT side as well as on the ICS
availability and/or (Industrial Control System of the refinery plants) side, with
confidentiality of the the aim of addressing the cybersecurity threats, support-
information present in ing the business in the choice of the more appropriate
the system remedies, increasing the awareness of the importance of

monitoring and control of activities and the spreading of
available techniques and technologies to support Informa-
tion Security.

Ongoing Cybersecurity project aimed at improving the
positioning of the Saras Group towards the potential

risks of cybersecurity attacks (Cybersecurity Posture) in
accordance with the Maturity and Security Level objectives
defined in the corporate programme.

Risk Assessment Activities to identify the main areas of
cyber risk, allowing the allocation of resources and the
prioritisation of activities on the areas identified as most
critical.

Training and awareness-raising activities for personnel.
Monitoring of legislative developments in this area.

PRIVACY

* Breach of Privacy leg- » Constant evolution of » Definition of roles and responsibilities of organisational
islation the reference legis- monitoring (Data Protection Officer, Data Processing Man-
lation and increased agers, appointment of external System Administrators).
attention of regulators Preparation and formalisation of DPIA (Data Protection
in the area of privacy Impact Assessment) with two-year periodicity. Presence
* Inadequate awareness of a guideline in the Privacy area in accordance with the
and internal and exter- provisions of the GDPR (General Regulation on Data Pro-
nal training on privacy tection), definition of controls over computer systems in
management issues the area of Cybersecurity. Constant coordination between

Data Protection Officer and Federprivacy.

Audit activities for the purposes of ISO 27001 and indica-
tors in the area of breach management.

Presence of a six-monthly cybersecurity reporting system
towards the corporate leadership and, in case of a data
breach, with the Italian Data Protection Authority. Defini-
tion of information flows with the Postal Police on relevant
aspects.

Training and awareness-raising activities for personnel.
Monitoring of legislative developments in this area.

Human rights risks

The screening of the risks relating to the respect of
Human Rights conducted by Saras did not reveal
any critical issues for the Group. Furthermore, the
materiality analysis confirmed that respecting Hu-
man Rights is not a material topic for the Group.

Corruption risks

The Saras Group undertook an analysis of the cor-
ruption risks to which the Group may be exposed
and identified the departments/areas where this
could be a possibility, the responsibilities and the
control mechanisms in place to prevent acts of cor-
ruption. The company implemented an Organisa-
tional Model covering corruption offences as spec-
ified in Legislative Decree 231/2001.
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Corruption prevention

Saras condemns corruption in all its forms and en-
gages in promoting business legality and ethics.

The Group has a Code of Ethics and a Regulato-
ry System consistent with it, set on Policies and
Guidelines that guide and describe conducts and
processes also in relation to the prevention of cor-
ruption and fraud.

The purpose of the Anti-Corruption Compliance
Guidelines is to provide a systematic reference
framework in the field of fighting corruption, de-
signed and implemented to prevent corruption
phenomena in relations with public or private sub-
jects, besides guaranteeing compliance with the
anti-corruption laws in force in the individual coun-
tries in which the Group’s companies operate. It in-
dicates the rules of conduct and the general control
principles, it identifies the main risks, sensitive are-
as and the specific control principles in these areas.

The Compliance Guidelines on Fraud Prevention
completes the policy framework for ethical issues,
framing the concept of ‘fraud’ in the business con-
text by providing the general control principles, in-
dicating the prevention, identification and manage-
ment actions of fraudulent conduct, sensitive areas
and specific control principles in these areas.

Also, for these issues, a channel of communication
and management reports has been activated re-
lating to potential irregularities (alleged breaches
of the laws, of the Group’s Code of Ethics, of the
Organisational Model and of what is provided for
in the company’s Regulatory System) defined in a
specific procedural document.

The audit work carried out in 2019 also covered is-
sues related to the prevention of corruption, espe-

cially in areas considered to be most sensitive.

In 2019, no corruption incidents were identified.
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Key Risk Indicators (KRIs)

The Group has undertaken a programme aimed at
optimising and strengthening the company’s inter-
nal control system through a fraud prevention pro-
ject.

Between 2015 and 2019, analyses were performed
on the processes of Procurement, Wholesale mar-
keting activities, Maintenance, Materials Ware-
house and oil logistics management. The analyses
assessed anti-fraud measures used by the Compa-
ny in order to identify any points of weakness and
define remediation actions.

In certain of the processes examined, the imple-
mentation of risk indicators (Key Risk Indicators
- KRIs) has been suggested. This would serve to
ensure continuous and automated monitoring of
certain phenomena by department managers to in-
tercept any anomalies or potential cases of fraud-
ulent conduct. The KRIs are monitored by depart-
ment managers and during audits, by the Internal
Audit.

Human rights

Saras operations have always been respectful of
human rights. The Group expresses its commit-
ment to respecting human rights within its Code
of Ethics and promotes it in all its subsidiaries.

Furthermore, the Group also protects human rights
along the supply chain of goods and services nec-
essary for the activities of each of its subsidiaries,
through careful assessments of the suitability of
suppliers and contractors.

Specifically, in addition to ascertaining the exist-
ence of technical and financial capabilities, sup-
pliers and contractors must comply with all the
existing regulations in the areas of health, safety
and environmental protection; furthermore, they all
must sign for acceptance the Saras Code of Ethics,
thereby assuming the same commitments as the
Group, as regards the protection of human rights.
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Our people

Health and safety

Safety is our energy.

“We want to see ourselves and be seen as an industrial group made

up of people who live and promote a culture of safety through our daily

actions.”

Saras has always been passionately committed to
promoting and encouraging a culture of safety at
all levels of the company through a raft of initia-
tives, ongoing training activities and checks de-
signed to ensure optimum performance, compli-
ance with principles, respect for best practices and
adherence to the highest national and international
standards for safety in the workplace. The Group
also cooperates with Confindustria Energia (the
General Confederation of Italian Energy industries),
INAIL (the National Institute for insurance against
injuries at the workplace) and trade unions in order
to promote this culture in the local community and
amongst people with whom it interacts, particular-
ly suppliers.

With the aim of protecting the health and safety
of its employees, contracting firm staff, as well as
anyone else who has access to the Sarroch indus-
trial site, the Group prepared and adopted H&S Pol-
icies that manage every aspect of health and safe-
ty, from the upgrade of the safety requirements of
the plants according to regulatory developments,
to the regular risk assessments, training, promotion
and other awareness-raising activities, both inter-
nally and locally.

Specifically, the subsidiary Sarlux, the owner of the
operationally relevant site, possesses an HSE Man-
agement System for handling aspects related to
the Prevention of Major Accidents, the protection
of the Health and Safety of Workers and Environ-
mental Protection, in compliance with the Seveso
Directive and certified according to international
standards: ISO 14001, EMAS Regulation and OHSAS
18001.

Safety Management and Trade Unions
Legislative Decree No. 81/2008 establishes,
amongst other things, that, for some industrial
sites* a Workers’ Representative for Safety and the
Environment (RLSA, Rappresentante dei Lavoratori
per la Sicurezza e 'Ambiente) is appointed for the
site, and he/she is responsible - according to the
law - for protecting the rights of workers in occupa-
tional safety matters. Elected by workers through
the intermediation of the company’s Trade Union
Representatives, this function is also required by
the National Collective Labour Agreement for En-
ergy and Qil sectors, which is applied by Saras to
its employees.

In the collective agreement adopted by the Group,
as a result of the continuous and open dialogue
with Trade Unions and Confindustria, a specific
section dedicated entirely to HSE-related regu-
lations has been introduced, in order to describe
the strategies, objectives, responsibilities, activities
and the Labour/Management relations system built
to manage HSE topics. Specifically, provision has
been made for the establishment of a Joint Nation-
al Body - comprising Confindustria Energia, work-
ers’ and Trade Union representatives - intended to
support and monitor any actions related to health,
safety and the environment, including training and
information activities.

4. Identified in Article 49 of the same Decree
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Injury frequency indices

The Saras group promotes, at all levels of the com-
pany, the culture of safety through training, sharing
and verification of the degree of effectiveness of
the activities carried out. In fact, spreading the cul-
ture of safety translates into a continuous action
of research, training and the creation of working
conditions aimed at progressively reducing emer-
gency and injury events for the workers of the
Saras Group and of its contracting firms, with the
objective of achieving "zero accidents”, including
through the BBS (Behaviour Based Safety) proto-
col which is divided into three phases:

1. All workers, in rotation:
e observe the conduct of colleagues whilst
performing their duties;
¢ record their observations regarding conduct
in a dedicated sheet;
* give feedback to the colleagues observed,;
* note and insert data and comments in the

2. The HSE Implementation Committee (composed
of Operation Managers, Operation Supervisors
and HSE Analysts) once a month:

¢ analyses the report on the department’s
events;

e analyses the graphs on observations and
conduct;

e defines priorities for HSE maintenance activ-
ities;

¢ defines conduct improvement targets;

¢ establishes the outline for the meetings be-
tween the Shift Leaders and the Operators.

3. After the analysis of the HSE Implementation
Committee, a team meeting is convened to com-
municate the findings of the analysis and define
improvement targets.

The table below shows the progress of the project
since its launch.

system.
: A . -» . A
Parameter 2015 2016 2017 2018 2019
Observations 2,320 6,230 16,940 21,925 24,00
carried out [No.]
Safe behaviour [%] 97% 98% 98% 98% 98.1%
Pilot: . . )
ey . Entire Entire Entire
Plant areas Energy, Utilities, Ao!d|t|on of industrial site industrial site industrial site
. Movement, Asset refinery and ; ) )
involved ; . - all operating - all operating - all operating
(Observation of northern sites ; ; ;
functions functions functions
contractors)
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INJURY RATES - SARAS GROUP

2017 2018 2019
Company e Fie -

L1 IFs e || el | i IF TG IF e | e

ries misses ries misses ries misses
Saras Spa (¢} (¢} (¢} (¢} (0} (0} [0} 0] 0] (0] 0] 0
Sarlux Srl 4 210 on 4 3 160 | 007 31 4 205 | 008 | 46
Sartec Srl (¢} 0 (¢} (¢} (0} (0} [0} [0} (¢} (¢} (¢} 2
Sardeolica Srl 0 (¢} (¢} (¢} (0} (0} [0} [0} [0} (¢} (¢} (¢}
Deposito di
o 0 0 0 0 0 0 0 0 0 0 0 0
Saras Energia 5 789 | 017 0 3 476 | 015 0 3 n14 | 032 4
SAU
gj‘r as Tradling 0 0 0 0 0 0 0 0 0 0.00 | 0.00 0
Totale 9 271 | 0.09 41 6 181 | 0.07 31 7 230 | 008 | 52

INJURY RATES - CONTRACTORS

2017 2018 2019
Company e e iy

Inju-"| g7 | yge | Near | Inju IF ig | Near | Inju IF g | Near

ries misses ries misses ries misses
Saras Spa (6} 0 (¢} (¢} (0} 0 0 [0} (6} (¢} 0 (¢}
Sarlux Srl 3 069 | 007 | 20 6 143 | 0.08 10 9 167 | 005 | 48
Sartec Srl 0 0 0 0 0 0 0 0 0 0 0 0
Sardeolica Srl 0 0 (e} (¢} (0} 0 0 0 0 [0} (e} (¢}
Deposito di
e o 0 0 0 0 0 0 0 0 0 0 0 0
Saras Energia 0 0 0 0 0 0 0 0 0 0 0 0
SAU
Saras Trading 0 0 0 0 0 0 0 0 0 0 0 0
SA
Totale 3 0.66 | 0.06 | 20 6 137 | 0.07 10 9 165 | 0.05 | 48

This commitment was rewarded in 2019 with the
consolidation of values for injury frequency indices
consistently lower than the industry benchmarks
(CONCAWE), although slightly higher than last
year. Specifically, the Group frequency index stands
at 2.30 (vs. 1.81in 2018), also penalised by the sale
of the retail business unit, related to Saras Energia
service stations. This event drastically reduced the
number of hours worked, which is the denominator
of the ratio with which the frequency index is cal-
culated.

As regards the gender division, it is noted that the
4 people injured in the subsidiary Sarlux were all
men, as were the 9 people injured amongst the
contractors. Conversely, for the subsidiary Saras
Energia, in 2019, the 3 injuries occurred to women.
Moving on to the analysis of the Group's injury lost
day rate, it was 0.08 in 2019, broadly in line with the
value of 0.07 recorded in the previous year.

The field supervision activities put in place in 2019
have led to the detection of 52 "near misses” (i.e.,
events that, by modality and type, could have
caused an injury) compared with 31 last year.

5. Employees Injury Frequency (IF) Index: (No. injuries x 1,000,000/total No. worked hours).

6. Employees Lost Day (LD) rate: (No. days lost due to injury x 1,000/total No. hours scheduled to be worked).

Days lost due to injuries are counted as calendar days.

7. Contractors Injury Frequency (IF) Index: (No. injuries x 1,000,000/total No. worked hours).

©

. Contractors Lost Day (LD) rate: (No. days lost due to injury x 1,000/total No. worked hours).

This index is calculated using hours worked because only the actual hours worked by contractors are known.

Days lost due to injuries are counted as calendar days.
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Employee health

For the Saras Group, employees’ health manage-
ment is a highly important topic and is mainly
carried out via three activities:

¢ managing emergencies, via the emergency ser-
vices;

¢ mandatory health monitoring;

¢ the provision of benefits in the form of addition-
al medical services, which are not required by
legal obligations.

At the Sarroch site, the mandatory health monitor-
ing activities are carried out by two qualified doc-
tors (please see Article 41 of Legislative Decree No.
81/2008), who are joined by certain specialists who
provide additional health services, not required by
law. Specifically, cardiologists, ophthalmologists
and dentists are available to Sarlux, Sartec and
Sardeolica employees.

The health monitoring activities for employees of
Saras (Milan headquarters), Deposito di Arcola (La
Spezia) and Saras Energia (Spain) are under the
care of specialists working at the respective rele-
vant sites.

Mandatory health monitoring

Mandatory health monitoring includes medical vis-
its, blood chemistry checks, urinary metabolites
check, spirometry tests to check respiratory func-
tion, eye exams, audiometry tests and electrocar-
diograms.
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More specifically, in 2019, more than 6,000 health
services were provided, of which over 85% at the
subsidiary company Sarlux, approximately 10% at
the subsidiary company Sartec and the remainder
divided between Saras and Sardeolica. It must be
noted that the fluctuations in the number of activi-
ties between one reporting period to the next is due
to the legal requirements around mandatory health
monitoring. For some positions, monitoring is re-
quired every two years, whilst for others it is annual.

In accordance with the regulations in force on the
protection of the Health and Safety of Workers, and
in particular to paragraph 1, Article 243 of Legisla-
tive Decree No. 81/08, workers exposed to carcin-
ogens and mutagens shall be entered in a special
register containing, for each of them, the activity
carried out, the carcinogenic or mutagenic agent
used and, where known, the level of the exposure
to that agent. This register, known as the "Register
of Exposed Persons”, established by the Employer,
is periodically updated by the qualified doctor.

Additional health services (benefits)

The Group provides to its employees also nu-
merous additional health services free of charge,
in addition to those that are legally required. On
average, over the last few years, approximately
5,500 additional health benefits have been provid-
ed, of which approximately 65% involved dental
care, 25% blood chemistry tests, approximately
3% cardiological services and the rest were split
between mammograms and flu vaccinations.
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Human resources management

The commitment, professionalism, dedication and honesty of

its people are fundamental elements through which the Saras Group

ensures the growth and prosperity of its business and of the local

community.

Investing in people, including through initiatives
that facilitate ongoing learning and the ability to
contribute to change, continues, therefore, to be
crucial for ensuring the sustainability of our busi-
ness and “undertaking together a Transformation
that fundamentally drives improved value.”

To this end, Saras bases relations with people on
transparency, integrity and mutual trust, commend-
ing the professionalism and merit of its employees,
ensuring - without any discrimination - the pos-
sibility of professional growth and development,
whilst respecting the principle of recognising con-
tributions, through remuneration systems that are
fair and suitable for the responsibilities assigned.

The Group is also constantly committed to pro-
moting a work environment that feeds the sense
of belonging to an organisation capable of in-
creasing the value perceived by the community it
belongs to.

The companies of the Saras Group pay great atten-
tion to ensure the development of a professional
dimension that suits its production and organisa-
tion needs, with a logic of sustainability over time
of the “employability” of each employee. This also
explains how 99% of the Group’s workforce has a
permanent employment contract.

Staff are selected based on the profiles of candi-
dates matching the company’s needs, in accord-
ance with the principles of transparency, fairness
and equal opportunities.

In this area also, the reference documents are the
Code of Ethics, the Policies and, in particular, the
“Human Resources Process Guidelines”: this doc-
ument, valid for the whole Group, aims to regulate
the processes and activities related to the manage-
ment of human resources, and the organisational
system and internal communication. It also aims to
identify the roles and responsibilities of the various
actors involved in the human resources process.

In 2019, the Group’s workforce totalled 1,745 em-
ployees, most of whom work in Italy (95% of the
total), particularly in Sardinia (85%). As of 2019, fol-
lowing the opening of the Rome commercial office
of the parent company Saras, the tables show also
the workforce details in the Lazio region. There is
also a reduction in the workforce of Saras Energia
in Spain, linked to the sale of the retail network of
service stations.

Within the Group, the company with the highest
number of personnel is Sarlux, which employs 1,184
people (68% of the total), followed by the parent
company Saras (15%).

In 2019, the number of women employed stood at
239 (14% of the total), of which 236, or 99%, have a
permanent contract (compared with 92% in 2018);
amongst men, the share of permanent contracts in-
creased slightly compared with the previous year,
and it stood at 99%.
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These changes are mainly related to the aforemen- Also, from the point of view of the type of employ-
tioned sale of the retail network of service stations ment contract, the Group shows a certain homo-
of the Spanish subsidiary Saras Energia, given that geneity: 91% of women and virtually all men have
the service station business is subject to seasonal a full-time employment contract. Furthermore,
changes, typically managed with fixed-term staff. where conditions allow, the Group fulfils requests

for part-time employment.

EMPLOYEES BY COUNTRY

Country 2017 2018 2019
Italy: 1,617 1,624 1,653
Lombardy 152 156 145
Sardinia 1,450 1,454 1,482
Liguria 15 14 15
Lazio - - n
Spain 309 297 56
Switzerland 18 25 36
Total 1,944 1,946 1,745
Company 2017 2018 2019
Saras Spa 262 263 266
Sarlux Srl 1,160 1,163 1184
Sartec Srl 155 160 158
Sardeolica Srl 25 24 30
Deposito di Arcola Srl 15 14 15
Saras Energia SAU 309 297 56
Saras Trading SA 18 25 36
Total 1,944 1,946 1,745
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EMPLOYEES BY TYPE OF CONTRACT AND GENDER

2017 2018 2019
Parameter
F M Total F M Total F M Total
Permanent 347 1,539 1,886 350 1,534 1,884 236 1,490 1,726
Fixed term 25 33 58 30 32 62 3 16 19
Total 372 1,572 1,944 380 1,566 1,946 239 1,506 1,745

EMPLOYEES BY TYPE OF CONTRACT AND REGION

2017 2018 2019
Parameter Perma- Fixed Perma- Fixed Perma- Fixed
nent term fok nent term fet] nent term Az
Italy: 1,589 28 1,617 1,597 27 1,624 1,636 17 1,653
Lombardy 146 6 152 152 4 156 143 2 145
Sardinia 1,428 22 1,450 1,431 23 1,454 1,467 15 1,482
Liguria 15 0] 15 14 0 14 15 ) 15
Lazio - - - - - - n 0 n
Spain 280 29 309 262 35 297 55 1 56
Switzerland 17 1 18 25 (0] 25 35 1 36
Total 1,886 58 1,944 1,884 62 1,946 1,726 19 1,745

EMPLOYEES BY TYPE OF EMPLOYMENT AND GENDER

2017 2018 2019
Parameter
F M Total F M Total F M Total
Full time 346 1,568 1,914 354 1,565 1,919 217 1,505 1,722
Part time 26 4 30 26 1 27 22 1 23
Total 372 1,572 1,944 380 1,566 1,946 239 1,506 1,745
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Diversity and equal opportunities

The Saras Group respects the principle of equal
opportunity and avoids any kind of discrimination.
An analysis of the division by category and gender
shows that men make up the largest part of the
group's workforce (86%), as the Sarroch industrial
site employs a high level of blue-collar workers.
Women presence is higher among clerical and
managerial positions (middle managers, execu-
tives and managers) and, even more so, among
employees with university degrees, where it can
be observed an increasing trend over the last
three years.

In terms of age, 67% of the Group's employees were
between 30 and 50 years old in 2019. Indeed, the
largest percentage of employees fall in the 30-50
age group for all employee categories, with the ex-
ception of executives and managers, 59% of whom
are over 50 years of age. In general, the average
age of the Group’s employees is equal to 45 years.

No incidents of discrimination were identified in
2019.

PERCENTAGE OF EMPLOYEES DIVIDED BY CATEGORY AND GENDER 2019

Italy + Switzerland Spain Total %
Parameter
F M F M F M F M

birectors 10 48 1 2 1 50 18% 82%
and managers
Middle managers 64 236 6 2 70 238 23% 77%
White collars 132 816 17 2 149 818 15% 85%
Blue collars 2 381 9 17 n 398 3% 97%

208 1,481 33 23 241 1,504 14% 86%
Total

1,689 1,745 100%

PERCENTAGE OF EMPLOYEES DIVIDED BY CATEGORY AND AGE 2019

Italy + Switzerland Spain Total Total %
Parameter
<30 |30-50| >50 | <30 |30-50| >50 | <30 |30-50| >50 | <30 |30-50| >50
Directors 0 22 36 0 3 0 0 25 36 0% | 41% | 59%
and managers
Middle 0 163 137 0 8 0 0 171 137 0% | 56% | 44%
managers
White collars 33 640 | 275 2 15 2 35 655 | 277 4% | 68% | 29%
Blue collars 54 298 3 3 20 3 57 318 34 14% | 78% 8%
87 1123 | 479 5 46 5 92 1169 | 484 5% 67% | 28%
Total
1,689 56 1,745 100%
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FEMALES WITH UNIVERSITY DEGREE IN ITALY + SWITZERLAND 2019

Parameter 2017 2018 2019
% of females holding Uni.
Degree vs. Total employees 27.3% 28.9% 29.7%
holding Uni. Degree
Workforce Turnover

With the exception of the subsidiary Saras En-
ergia, which underwent an 81% decrease of the
workforce due to the sale of the retail network of
service stations during the year, the Group's work-
force in 2019 increased by 29 persons in ltalian
companies and by 11 persons in the Swiss compa-
ny Saras Trading. Overall, net of the Saras Energia
personnel decrease, there has been an increase of
2.4% compared with last year. Finally, the Group
managed to seize the opportunities, offered by
the limited turnover, to improve the skill mix of the
workforce.

In 2019, out of 146 new hires (8.3% of the total em-
ployees), 47.3% were under 30 years old. From the
gender point of view, 66.4% of the new hires were
men, and the remaining 33.6% were women.

In 2019, the turnover rate in Italy and Switzerland
stood at 3.3%, registering the majority of exits in
the over 50 age group.

In Spain, the turnover rate was 16.6%, caused by
the already mentioned sale of the service stations,
which took place during the year, as well as from
the need to replace absences due to illness, pater-
nity and maternity, according to seasonality.

NUMBER AND PERCENTAGE OF NEW HIRES BY AGE

2017 2018 2019
Parameter

<30 |30-50| >50 |Totale| <30 |30-50| >50 | Totale| <30 | 30-50| > 50 | Totale
Italy + 20 14 2 36 22 26 9 57 57 37 3 97
Switzerland
Spain 28 72 13 n3 42 78 14 134 12 31 6 49
Total 48 86 15 149 64 104 23 191 69 68 9 146
% VS. tOtaI 0, 0, 0, 0, o, 0, 0, 0, 0, 0, 0, 0,
workforce 2.47% | 4.42% | 0.77% | 7.66% | 3.29% | 5.34% | 1.18% | 9.82% | 3.95% | 3.90% | 0.52% | 8.37%

NUMBER AND PERCENTAGE OF NEW HIRES BY GENDER

2017 2018 2019
Parameter

F M Total F M Total F M Totale
Italy +
o 9 27 36 17 40 57 18 79 97
Spain 61 52 13 77 57 134 31 18 49
Total 70 79 149 94 97 191 49 97 146
0,
5 U, (1o | 3.60% | 4.06% | 7.66% | 4.83% | 4.98% | 9.82% | 281% | 556% | 837%
workforce
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TURNOVER BY AGE

2017 2018 2019

Parameter

<30 |30-50 | >50 | Total <30 |30-50 | >50 | Total <30 [30-50| >50 | Total
Italy +
Switzerland 1 7 8 16 5 18 20 43 7 12 38 57
Spain 33 74 12 19 40 88 18 146 20 190 80 290
Total 34 81 20 135 45 106 38 189 27 202 118 347
% total
workforce Italy | 0.05% | 0.36% | 0.41% | 0.82% | 0.26% | 0.92% | 1.03% | 2.21% | 0.40% | 0.69% | 2.18% | 3.27%
+ Switzerland
% total
workforce 1.70% | 3.81% | 0.62% | 6.12% | 2.06% | 4.52% | 0.92% | 7.50% | 115% | 10.89% | 4.58% | 16.62%
Spain
% total

1.75% | 417% | 1.03% | 6.94% | 2.31% | 5.45% | 1.95% | 9.71% | 1.55% | 11.58% | 6.76% | 19.89%
workforce

TURNOVER BY GENDER

2017 2018 2019
Parameter

F M Total F M Total F M Total
Italy + Switzerland 4 12 16 5 38 43 6 51 57
Spain 66 53 19 84 62 146 178 m2 290
Total 70 65 135 89 100 189 184 163 347
0,
I/,:atlstf's"“,’v‘:,::;‘r’f:: | 021% | 062% | 082% | 0.26% | 195% 221% | 0.34% | 2.92% | 3.27%
0,
g’p?itna' L 3.40% | 2.73% 6.12% 4.32% 319% 750% | 10.20% | 6.42% | 16.62%
% tOtaI 0, 0, 0, 0, 0, 0, 0, 0, 0,
o kforce 3.60% | 3.34% | 6.94% | 457% | 514% 9.71% | 10.54% | 9.34% | 19.89%

TOTAL AND PERCENTAGE OF NEW HIRES AND DEPARTURES BY REGION 2019

Hires Departures
Parameter N % vs. N % vs.
Total workforce Total workforce

Sardinia 72 4.13% 45 2.58%
Lombardy 10 0.57% 9 0.52%
Liguria 0] 0.00% (0] 0.00%
Lazio 5 0.29% 0 0.00%
Switzerland 10 0.57% 3 0.17%
Spain 49 2.81% 290 16.62%
Total 146 8.37% 347 19.89%
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Specifically, in the operationally significant loca-
tion® for the Group, the percentage of senior man-
agement© belonging to the identified local com-
munity (Sardinia) is equal to 62.5%.

Absenteeism

The company’s absenteeism rate was calculated
as the ratio between days of absence and the to-
tal number of theoretical workable days, taking
into account the differences in the total number of
theoretical workable days amongst daily personnel
and shift personnel (250 and 219 respectively).

In the calculation, absence were excluded when
due to holidays, recovery of unpaid overtime hours,
service reasons, business trips, and in general all
types of compulsory abstention from work; on the
other hand, absence due to any other reason was
taken into account in the calculation of the absen-
teeism rate.

As seen in the following table, in the financial year
2019 absenteeism rates ranging between approx-
imately 3% and 5% were recorded in the various
companies of the Saras Group.

ABSENTEEISM RATE BY COMPANY - 2019

Theoretical Average Weighted
Compan Daily / Shift Days Workable Annual Absenteeism Average
pany Workers of Absence Number Rate (%) by Company
days o

of Employees (%)
Saras Spa D 2,058.5 252 232 3.52
D 6,317.2 252 481 5.21

Sarlux Srl 5.06
S 7,400.5 219 683 4.95
Sartec Srl D 1,362.0 252 157 3.44
Sardeolica Srl D 356.4 252 26 5.44
5 - D 10.0 252 2 1.98

epos/to dl

Arcola Srl 362
S 102.4 219 12 3.90
s £ ) D 419.0 224 53 3.53

aras Energia

SAU 3.55
S 691.0 223 87 3.56
gzr as Trading D 162.0 252 31 207

9. For the Group, the location considered “operationally significant” is the Sarroch industrial site, belonging to the wholly-owned

subsidiary Sarlux, which is the heart of all the productive activity with the greatest number of employees located in the same

place of work.

10. Senior management refers to heads of departments, Managers and Executives within the organisation, who report directly to

the Chairman or the CEO.
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Workforce education level

Concerning the education level of the Saras/Sarlux
employees, the data in the table below show that
28% have a qualification equal to or higher than the
University degree, 65% have at least a high school
diploma and only 7% have a qualification below a
diploma.

Focusing on university graduates, the table below
provides a breakdown by area of study. As it can be
easily understood, the data show that most of the
graduates have a technical/scientific degree (77%),
whilst 18% have a degree in Economics, Law or Pol-
itics and 5% have a degree in Humanities.

EMPLOYEES BY QUALIFICATION 2019

University degree Hig_h school Middlg _s,chool Primar_y_school Total
Company diploma certificate certificate
e % n. % n. % n. % n.
Saras Spa 152 57% 105 39% 9 3% 0] 0% 266
Sarlux Srl 179 15% 937 79% 66 6% 2 0.2% 1184
Sartec Srl 100 63% 54 34% 3 2% 1 1% 158
Sardeolica Srl 7 23% 22 73% 1 3% 0] 0% 30
gjposjto di Arcola 0 0% 12 80% 3 20% 0 0% 15
Saras Energia SAU n 20% 10 18% 15 27% 20 36% 56
Saras Trading SA 34 94% 2 6% (0] 0% 0] 0% 36
Total 483 28% 1,142 65% 97 6% 23 1.3% 1,745

EMPLOYEES BY TYPE OF UNIVERSITY DEGREE 2019

LaW/Pollt.ICS/ Engln.eerlng/ Sciences Humanities Total
Company Economics Architecture

n. % n. % n. % n. % n.
gf/r as Spa + Sarlux 63 19% 196 59% 53 16% 19 6% 331
Sartec Srl 2 2% 71 71% 26 26% 1 1% 100
Sardeolica Srl 0 0% 5 71% 2 29% 0 0% 7
gre;,oosﬁo di Arcola 0 0% 0 0% 0 0% o 0% 0
Saras Energia SAU 9 82% 2 18% 0 0% 0 0% 1
Saras Trading SA 13 38% 15 44% (¢} 0% 6 18% 34
Total 87 18% 289 60% 81 17% 26 5.4% 483

Remuneration systems

Considering the high level of education, skills and
professionalism required of the personnel working
in the Oil & Gas sector, the Energy and Oil Nation-
al Collective Labour Agreement (NCLA) and the
subsequent second-level negotiation agreements,
also typical of this agreement, places the Group
companies’ wage levels - to which the NCLA ap-

plies - at the high end of the market, at values com-
parable with those of other national competitors,
periodically benchmarked by external companies
that specialise in conducting such comparisons.
Contractual wage levels are applied uniformly to
all staff, strictly following the contractual arrange-
ments, without any form of discrimination.
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For staff employed in Italy, remuneration at first en-
try in the Group is higher than a value that ranges
from a minimum of 15% to a maximum of 20% as
defined by the reference NCLA, as a result of the
second-level negotiation with Trade Unions, which
takes into account the different factors linked, on
one hand, to the Group’s overall productivity, in-
cluding the achievement of particular operational
objectives that the organisation intends to pursue
and on the other hand, the individual contribution
of each employee, connected to the continuity of
the service provided and presence at the work-
place.

Lastly, there are national rules also for personnel
employed in Spain, establishing minimum wage
levels, updated annually. Saras Energia adheres to
such rules during the identification and application
of wage conditions to its personnel.

Welfare

The attention to the "welfare” of our people is an
element that has always characterised the manage-
ment of the Group. Gradually, all Group companies
are proposing an increasingly rich and structured
offering of welfare services.

Due to the second-level negotiations, specifically,
there is a structured welfare services plan able to
meet key needs of Saras and Sarlux employees and
their families. The main areas of such services are:

¢ health and social assistance through a fund, fi-
nanced by the company and workers, which
makes contributions and reimbursements for
medical expenses or specialist visits;

e a contribution to the legitimate heirs or execu-
tors in the event of employees’ death, even when
they are away from the workplace;

*« medical and health prevention services addition-
al to mandatory health monitoring (please see
the “Health” section);

e social assistance service guaranteed by qualified
personnel;

¢ insurance against workplace and non-workplace
injuries;

¢ subscriptions to public transport systems (con-
sortia in Sardinia, public transport companies in
Milan);

e canteen at the Sarroch industrial site with meals
provided also on continuous and rotating shifts
and meal vouchers/restaurant tickets at other
sites;

* merit scholarships, camps and study trips, in-
cluding abroad, for the children of employees.

An important novelty in 2019 was the introduction
of a welfare platform provided by a leading com-
pany in the industry, to take advantage of welfare
goods and services by all Saras and Sarlux employ-
ees who have decided to transform all or part of
their Result Bonus in welfare services and by all Sar-
tec employees who receive the welfare quota pro-
vided by the NCLA for Metalmechanical workers.

On the occasion of the change of premises for the
Milan headquarter and the opening of the new of-
fice in Rome, starting in November a flexible work
system has been experimentally introduced, based
on empowering people and designed to promote a
better balance between work and personal life.

Lastly, the corporate welfare system includes a
wide range of other services aimed at facilitating
the work-life balance of employees, such as the
possibility of taking advantage of subsidised loans
and agreements with insurance companies and
banks and the personal parcel collection service in
some locations.

Voluntary Pension

In all companies of the Saras Group, the most used
supplementary pension fund is Fondenergia. In
2019, 1,229 employees of Saras and Sarlux (exclud-
ing managers) were enrolled in Fondenergia, equal
to 87% of the total population of the two compa-
nies. For all those who signed up to Fondenergia
after 1st January 2017, 100% of their vested sever-
ance indemnity (TFR) is bestowed to the fund.
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NON-WORK ACTIVITIES FOR THE BENEFIT
OF EMPLOYEES AND THE LOCAL COMMUNITY

Active since 1974, the Company Staff Recre-
ation Group (CRAL) involves all Saras Group
companies, and it aims to promote recrea-
tional, cultural, tourist and sports activities for
employees and their families, as well as a huge
number of social and charitable initiatives.

The initiatives are funded by individual regis-
tration fees and company contributions, which
are decided each year based on the quality of
the initiatives proposed. Public and private do-
nations are also used to fund programmes on
occasion.

In 2019, the CRAL had 1,046 registered mem-
bers, of which almost half of them are support-
ers of individual specialist sports sections (sail-
ing, canoeing, running, soccer, tennis, cycling,
boxing, windsurfing, go-karting) and sections
encompassing music, food, travel and tourism,
bridge, photography and volunteering.

The CRAL organises a wide range of events
spanning educational activities (health edu-
cation and home safety courses, cooking and
wine) and entertainment.

There are also many initiatives oriented towards
the children of the employees, including holiday
camps, study trips, excursions for families, and
evenings at the movies.

Thanks to the hard work of the people involved,
including many retired employees, numerous
volunteering activities are carried out for the
benefit of the local community, as well as regu-
lar joint purchasing and fundraising campaigns.

In accordance with its traditional activities, the
CRAL also provides registered members with a
varied range of discounts on goods and servic-
es (holiday discounts, discounted tickets and
subscriptions to theatre and cinema, etc.).
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Training and development

The Saras Group companies firmly believe that development, training

and improving the skills and capabilities of their resources is a lever

to create value, not only for the individual and for the Group, but more

generally for the economic systems and the communities in which

they operate.

Strengthened by this belief, the Group propos-
es training, improvement and development plans
for human resources, capable of fostering internal
growth in line with the policies, company reference
values and the personal and professional charac-
teristics specific to our people. The Learning & De-
velopment process is described and formalised in
the Policy section “Our people” and in the “Human
Resources Process Guidelines”.

The annual development activities of knowledge
and skills are represented in the Learning & Devel-
opment training plan which includes actions and
programmes that are available to all people, creat-
ing conditions to promote “learning by doing” as a
powerful tool of preparation and growth.

The main macro-areas of intervention concern:

» development of specialist technical skills: train-
ing activities aimed at specific professional fig-
ures, to develop specialised technical skills;

* development of “soft skills” and manageri-
al skills: training activities intended to devel-
op cross-disciplinary skills for several company
roles, linked to the approaches and conduct that
accompany the exercising of managerial skills in
line with corporate strategies and values.

» compliance training: training and guidance ac-
tivities onissues governed by legal requirements/
external bodies (e.g., HSE training, training deriv-
ing from certification requirements, etc.).

In 2019, Saras also created the basis for the de-
velopment of the "Learning Agility”, an approach
based on the ability to independently undertake
learning and development programmes of knowl-
edge and skills, launching an awareness-raising
process on the importance of being the architect
of one’s own development.

Lastly, in December, a new digital learning platform
was launched, called "SarasLearning”, featuring
mandatory training, as well as content related to
soft skills and digital skills.

In continuity with last year, in 2019, special atten-
tion was paid to the topic of energy consumption
of furnaces, with ad hoc training reserved to pro-
fessionals to maximise performance and energy ef-
ficiency. In addition, a digital learning course was
disseminated which, aims to propagate and share
the skills of expert colleagues in a new and inter-
esting way.

As regards training on Privacy Regulations (fol-
lowing the entry into force of the GDPR) and the
Organisation, Management & Control Model pur-
suant to Legislative Decree No. 231/2001, in 2019,
the Group’s entire population was reached thanks
to the creation of online training “pills” available on
the SaraslLearning platform.

The aforementioned content is part of the on-board-

ing programme, provided for all new hires, and is
available on the SaraslLearning platform.
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TOTAL TRAINING HOURS

Company 2017 2018 2019
Saras Spa 2,420 3,150 2,848
Sarlux Srl 40,500 38,300 44,980
Sartec Srl 4,085 5,204 7,315
Sardeolica Srl 1,937 2,085 3,037
Deposito di Arcola Srl (0} 304 970
Saras Energia SAU 4,460 938 615
Saras Trading SA 187 324 586
Total 53,589 50,305 60,351

As part of the initiatives aimed at young colleagues,
in 2019, the Induction Programme was launched,
aimed at 50 graduates who joined the company
during the last 4 years. It involves a 24-month pro-
gramme with the objective of creating conditions
to motivate and retain the resources in the compa-
ny, stimulate the development of soft skills, keep
the group spirit alive, enhance the vision of the
business with opportunities for internal and exter-
nal benchmarking, and promote transversal devel-
opment and experience in various business areas.

It is also important to emphasise the programme
onboarding in Sarlux of approximately 50 young
operators, engaged for several weeks in between
classroom and plant inspections. After the pre-
paratory training phase, in accordance with decree
81/08, the intense, concept-rich programme has al-
lowed them to explore the entire value chain, pro-
duction processes, the machinery, the plants, and
also the aspects linked to the values and soft skills
necessary to grow and contribute within the Refin-
ery production site.

The specialist technical training is continued ac-
cording to the guidelines of continuous updating
dictated by the relevant technical regulations and
by the adjustments and technological develop-
ments following the introduction of new technolo-
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gies and plants. More specifically, in the light of the
investment programme implemented in 2019 at the
Sarroch industrial site, operational personnel re-
ceived practical training on how to implement new
production methods.

With the aim of developing and refining skills re-
lated to project management, 130 Asset Manage-
ment colleagues of the subsidiary Sarlux, Project
Managers of the subsidiary Sartec and Project Man-
agers from the ICT department of Saras, have been
involved in a Project Management programme, of-
fered in a “blended” manner: four modules in the
classroom, alternated by four training clips on the
topics of planning, organisation, control and risk.
The programmes ended with the development of
several work projects that led to the identification
and consequent adoption of new tools and meth-
ods that met the expectations of their respective
companies.

As part of the #digitalSaras programme, a range of
initiatives were organised with the aim of accompa-
nying the ongoing transformation, with a particu-
lar focus on data science, with meetings featuring
expert speakers from prestigious universities. An
awareness campaign was also launched across the
whole company workforce to promote incremen-
tal development of digital skills through e-learning
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tools. Furthermore, some detailed specialist pro-
grammes were specifically delivered to personnel
involved in the creation of pilot projects and in the
subsequent implementation of technological solu-
tions.

The “Finance for Non-Financials” training course
was launched with the aim of giving middle manag-
ers and company managers a greater understand-
ing of the economic and financial implications of
the daily operational decisions they take, within the
context of their respective roles. This course was
also extended to Sartec. The programme provid-
ed clear methodological information about key
financial and reporting documents, expanded on
how value is created and measured in each part
of the business, and raised awareness of how the
company is evaluated by external investors, with a
particular focus on information and transparency
standards required as a result of the company be-
ing listed on the Italian Stock Exchange.

Lastly, in the area of HSE training, the training hours
have remained at high levels during 2019, although
down compared with previous years, which were
characterised by a major training commitment as
a result of the acquisition of the Versalis business
unit, and by the expiration of the five-year period
of compulsory education pursuant to Legislative
Decree No. 81/08. Conversely, in 2019, non-routine
training courses did not take place.

Comparlson trus
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From an environmental point of view, the training
provided during 2019 concerned:

¢ environmental protection and safeguarding with
particular attention to operating procedures and
instructions and to emergency plans;

¢ specialist technical training with aspects related
to environmental topics;

¢ the new odorous substance detection system.

Lastly, it is important to mention that, in 2019, over
22,000 training hours (induction courses, work
permit qualifications, access to confined spaces
and shut-downs) were provided to contractors
who operate at the Sarlux site. This number is high-
er than the already significant level achieved in
2018 (approximately 20,000 hours) and confirms
the Group’s focus on monitoring and improving the
awareness of contracting companies operating on
its site. This indicator is expected to grow further
during 2020, thanks to the courses required for
improved preparation of the contractors who will
be involved in the two clusters of planned mainte-
nance turnarounds.

HOURS OF HSE TRAINING (SARAS GROUP)

Parameter 2017 2018 2019
Environment 4,643 3,946 3,387
Health and safety 19,717 23,816 19,986
Total 24,360 27,762 23,373
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AVERAGE HOURS OF TRAINING BY GENDER

2017 2018 2019
Company
F M Total F M Total F M Total
Saras SpA 7 1 9 1 13 12 10 1 1
Sarlux Srl 3 35 35 26 33 33 26 39 38
Sartec Srl 34 23 26 39 30 33 51 45 46
Sardeolica Srl 19 89 77 26 99 87 177 102 115
?jposm di Arcola 6 23 22 4 23 22 24 71 67
Saras Energia SAU 14 14 14 2 4 3 4 5 4
Saras Trading SA 0 n 10 7 16 13 41 7 19
Total 9 29 25 12 29 26 21 36 33

AVERAGE HOURS OF TRAINING BY PROFESSIONAL CATEGORY

2017 2018 2019
(LI Direc- | Man- | White | Blue | Direc- | Man- | White | Blue | Direc- | Man- | White | Blue
tor ager | collar | collar tor ager | collar | collar tor ager | collar | collar
Saras SpA 13 12 7 - 18 18 7 - 10 14 9 -
Sarlux Srl 25 48 31 37 48 34 30 37 20 20 30 63
Sartec Srl - 22 28 16 12 23 36 n 98 49 46 28
Sardeolica Srl - 24 55 101 - 57 43 123 - 72 44 168
A?ffo"/;igor s - - 21 28 - - 25 10 - - 49 | 127
gj\rgs Energia 91 56 7 16 26 29 4 1 8 - 15 -
gjr as Trading 5 13 - - 6 27 - - 13 - 21 -
Total 15 32 24 26 22 28 25 27 14 21 28 55

Employee engagement

In addition to the training sessions on the tech-
nological aspects of digital transformation, in the
first months of 2019, the workshop “Engagement
in digital transformation programmes” was held,
designed together with the professors and re-
searchers of the “Employee Relations and Com-
munication” Observatory of the IULM University. It
involved two meetings with corporate figures who
have the responsibility of managing a team of peo-
ple (the so-called “people managers”) on the soft
topics of change, to stimulate the discussion and
increase the awareness of the effects of digitisation
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on communication and on the relational dynamics
within the work team and the company as a whole.
In fact, technological change is first of all passed-on
through people and, more specifically, people man-
agers, who have the responsibility of experiment-
ing with and implementing practical solutions that,
by leveraging the potential digitisation offers, may
have a positive influence on employee engagement
whilst being conducive to the dynamics of efficient
working as regards the aims of the digitisation pro-
gramme.



Our people

During 2019, the “My work in our organisation” sur-
vey was carried out for the second time. This is an
online survey aimed at detecting how people exer-
cise their professional role and their interactions in
the work environment. On this occasion the pop-
ulation involved was further expanded with a pro-
gressive logical extension to the whole Group. The
high participation rate confirmed the willingness
of many colleagues to supply their feedback and
actively contribute to the change processes. Un-
doubtedly this is a positive result that can be used
for focusing on certain priorities.

The expressed assessments demonstrated an over-
all satisfaction with respect to the corporate expe-
rience, recording a notable improvement compared
with 2017 and confirming a strong sense of belong-
ing to the Group, which has always characterised
the corporate culture.

Consistently with the feedback, specific pro-
grammes to support the people management pro-
cesses in our organisation have been designed and
proposed, attended by leaders belonging to all the
companies of the Saras Group.

In the first part of the programme, the Group Pur-
pose was defined, with the participation of a large
group of colleagues who represented the entire
organisation; this work demonstrates the direction
of integration towards a “single organisation”, de-
fining attributes in which the persons of the Group
recognise common corporate Values, that contrib-
ute to determing the Spirit with which everyone
works to achieve the “dream” (the Purpose) and to

overcome, together, the Greatest Imaginable Chal-
lenge (GIC).

Amongst the various initiatives developed during
the year, the following are expected to have a spe-
cial impact on people’s engagement:

¢ the Job Posting pilot project, which prioritises
the experiences and skills present in the Group
to respond to organisational needs, offering em-
ployees opportunities for development and pro-
fessional growth;

* the Performance Management, a tool that rep-
resents the starting point for fair and equitable
management of people;

* the Induction Programme, for recently hired em-
ployees, launched with a two-days training ses-
sion, in order to provide opportunities to share
the corporate values and strategic guidelines of
our business and, at the same time, to focus on
those soft skills that are useful for addressing fu-
ture challenges.

People managers were involved in all the pro-
grammes. This had a positive impact on the en-
gagement and adoption of the new tools in a ho-
mogeneous and widespread way and in terms of
collecting further contributions regarding the ac-
tivities currently being designed.

Employee engagement will continue to be monitored
over time by means of the regular implementation
of a survey. Survey results will constitute a primary
input for initiatives related to people management
processes and internal communication activities.

INTERNAL COMMUNICATION

In 2019, internal communication initiatives were
mainly aimed at supporting transformation
through open and transparent communication,
through the dissemination and sharing of strat-
egies, values, culture and, more generally, in-
formation useful for involving employees in the
achievement of company objectives.

The activities of transversal interest to the Group
simultaneously involved the employees of all
the Companies, also thanks to the use of tech-
nologies that facilitate communication among
different locations and permit the overcoming
of physical distances, such as, for example, the
broadcasting of events via stream-

ing, and the testing and deploy-

ment of interaction and collabora- »

tion systems.
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During the year, with these meth-
ods, programmes were presented

»

accompanied by specific communication cam-

in support of people manage-
ment, the launching of which was

paigns, developed in parallel through events
and meetings and through the intranet, the on-
line company newspaper visBreaking News and
communication via e-mail.

Also worth noting is the cycle of meetings held
in the second part of the year on the role of Eu-
ropean refineries in energy transition: the par-
ticipants were able to discuss the contribution
that the European refining industry can make to
the European Climate Strategy.

The revision of the methods of communicating
organisational changes has been also aimed at
reaching out to all Group employees with in-
formation of strategic and general importance,
keeping the information of specific interest to
a given process or an organisation focused to-
wards the department and colleagues most in-
volved, while making it available to all through
the Group intranet.

In line with previous years, various communi-
cation initiatives have succeeded in supporting
the widespread and proper adoption of new
tools and applications for the digitisation of
business processes. More specifically, the very
process of communication is transformed; to
accompany this change, a campaign has there-
fore been launched to facilitate and dissemi-

nate the use of all communication and collabo-

ration technologies available in the company,
to make work more flexible and promote in-
tegration.

In view of the introduction of the "Welfare"
platform, a communication campaign was car-
ried out which distributed a survey that was
used to build the best welfare offer, specific
meetings were conducted (also broadcast us-
ing streaming) and a new page was published
in the Group intranet, rich with materials and
dedicated links.

Another important communication and in-
volvement opportunity has been the transfer
of the Milan office: the persons concerned
were involved in the different steps of the pro-
ject, from the design phase of the work spaces,
to the sharing of the new office concept, which
responds to the objectives of fostering the in-
tegration and the connection between depart-
ments and teams, up to the Welcome Day.

The employees were in fact able to experience
a special first day, thanks to the tours led by
a group of colleagues and the opportunity to
experience the fundamental aspects of the
on-going change in a collaborative and fun
way. All information about the new location, in-
cluding some important sustainability aspects,
was subsequently collected in a booklet.

Finally, in the name of open and transparent
communication, the project for the gradual
extension of corporate email accounts to all
Group employees ended in December, with
the allocation of individual accounts to op-
erational colleagues of the Sarroch industri-
al site. Thanks to this extension of individual
accounts, information and communication
initiatives can now involve the entire Group
population and each employee has access to
transversal digital tools and applications, in-
cluding the SaraslLearning platform, the on-
line company newspaper and communities.



Our people

Trade Union relations

The Saras Group maintains an open, transparent and continuous dialogue
with trade union organisations, to promote a constructive and of mutual

responsibility spirit.

The fair management of relations with trade unions
is assured by promoting regular information, con-
sultation and negotiation activities in line with the
company’s policies, the Code of Ethics and the na-
tional legislative framework.

In the wider context of Labour/Management rela-
tions, the Group constantly strives to maintain an
open dialogue with business associations and in-
stitutional stakeholders on matters regarding ben-
efits, welfare and employment in the countries in
which it operates.

The principles that drive these relations are further
specified in the Policies dedicated to the Human
Resources chapter, especially in the sections “Our
People” and “Our Stakeholders”. The process of
managing Labour/Management relations is de-
scribed and formalised in the section “Our People”
of the Policies and in the “Human Resources Pro-
cess Guidelines”.

Relations with trade unions (both at local and re-
gional level) are developed by the company’s de-
partments responsible for ensuring the unique-
ness and consistency of messages with business
strategies and objectives, not discriminating any
stakeholder, so long as they are expressed through
processes involving the constitution of democratic
representation and in line with the rules in force. Re-
lations that enable mutual interests and positions to
be presented in a transparent, thorough and con-
sistent manner, avoiding all forms of collusion.

In Italy - in particular, at the industrial site in Sar-
roch - the trade union negotiations, which have
a significant impact on the organisation of work,
normally involve discussions with the Unitary Trade
Union Representative (RSU) and, when required by
the nature of the topic, the involvement of the ap-

propriate mixed trade union and company techni-
cal committees.

In the first part of 2019, relations with trade unions
focused on welfare issues, ultimately leading to the
renewal for the three-year period 2019-2021 of the
agreement regarding the financing of camps and
study trips and corporate financing to CRAL (rec-
reational and social association).

During the first part of the summer, there was a na-
tional strike due to the late renewal of the CCNL
(National Collective Labour Agreement). Thanks to
the good climate of Labour/Management relations,
it was possible to find common sense solutions
whilst respecting the interests of all parties. In ad-
dition, the corporate supplement and Result Bonus
(productivity and profitability) were renewed for
the three-year period 2019-2021.

As of September, the digital welfare platform was
launched and in the last part of the year, following
the negotiation of an organisational/management
nature, an agreement was concluded that estab-
lished the inclusion of shift maintenance assistants
for the implementation of the cluster of shut-downs
of the Northern Plants. This shared solution is a pi-
lot project for the important maintenance turna-
rounds that will take place in 2020.

Lastly, also in Spain, the chosen model of relations
with the trade unions resulted in each significant
operational or organisational change falling under
“Modificaciones sustanciales de las condiciones
de trabajo”, as defined by employment legislation.
Such model requires, in respect of the times and
methods defined, a comparison aimed at assessing
the organisational and operational implications of
the solutions identified.
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Respecting the environment during our business operations is essential

for our productivity, market competitiveness and long-term sustainability.

Today, being a responsible company means com-
bining business development with preservation of
the natural environment where the company is lo-
cated and operates. Since its foundation, the Saras
Group pursued this objective on a daily basis, in all
its operating areas.

The economic results of the Group are pursued
taking always into account the preservation of the
natural environment in which we operate. Saras
works in harmony with the environment and the lo-
cal community through an industrial development
model based on the most modern and effective
management standards, inspired by the principles
of precaution, prevention, protection and constant

improvement.
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Energy efficiency and consumption

Energy consumption not only represents a high
operating cost, but also an environmental aspect
which the Saras Group pays particular attention to,
especially with regards to the activity of the indus-
trial site of Sarroch, the “energy footprint” of which
almost coincides with that of the entire Group.

The subsidiary company Sarlux, which runs one of
the largest integrated industrial sites in the Med-
iterranean Basin, has for many years followed a
precise Energy Policy and, since 2018, it achieved

ISO 50001 certification for its Energy Management
System.

Using these tools and a meticulous analysis of its
activities, the company defines energy objectives
and targets, performance and monitoring indica-
tors and action points and plans required to boost
efficiency, keep reducing energy consumption and
protect environmental resources and the surround-
ing ecosystem.

*
** **
*k

***

®
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THE INTERNATIONAL CERTIFICATION NETWORK

CERTIFICATE

CISQ /RINA has issued an IQNet recognized certificate that the organization:

SARLUX S.R.L.

STRADA STATALE SULCITANA 195, KM. 19° 09018 SARROCH (CA) ITALIA

in the following operative units:

STRADA STATALE SULCITANA 195, KM. 19° 09018 Sarroch (CA) ITALIA

has implemented and maintains a
Energy Management System
for the following scope:

Receipt of raw materials and shipments produced by the maritime terminal, production of p products, pi ion of icity, through CTE Nord
and SUD and IGCC, raw materials storage, liquid and liquefied gas products product shlpments via oil pipeline.

which fulfills the requirements of the following standard:
1ISO 50001:2011

Issued on. 2018-05-21
First Issued on. 2018-05-21
Expires on. 2021-05-20

This attestation is directly linked to the IQNet Partner’s original certificate and shall not be used as a stand-alone document

Registration Number: IT-116955

Alex Stoichitoiu
President of IONET

IQNet Partners**:
AENOR. Spain AFNOR Certification France APCER Portugal CCC Cyprus CISQ fraly
CQC China CQM China CQS Czech Republic Cro Cert Croatia DQS Holding GmbH Germany FCAV Brazil
FONDONORMA Fenezuela ICONTEC Colombia Inspecta Certification Finland INTECO Costa Rica
IRAM Argenting JQA Japan KFQ Korea MIRTEC Greece MSZT Hungary Nemko AS Norway NSAI freland PCBC Polarnd
Quality Austria Austria RR Russia SIGE México SI1 Israel SIQ Stovenia SIRIM QAS International Malaysia
508 Switzerland SRAC Romanta TEST St Petersburg Russia TSE Turkey Vingotte Belgium YUQS Serbia
IQNet is represented in the USA by: AFNOR Certification, CISQ, DQS Holding GmbH and NSAI Inc.
* This attestation is directly linked to the IQNet Parmer’s original centificate and shall not be used as a stand-alone document
** The list of IQNet partners is valid at the time of issue of this certificate. Updated information is available under www.ignet-certification.com

.fng Claudio Provetti
President of CISQ
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Consumption
Energy consumption represents a significant en-

vironmental aspect with a considerable economic

impact for the Sarlux site, and it’s classified into

two large categories:

« Self-generated fuels: i.e., all fuels generated at

the industrial site. This category includes:

fuel gas: self-generated gas from the refining
cycle and which cannot be sold because of its
very difficult condensation;

fuel oil with low-sulphur content;

coke: carbon residue with a high calorific val-
ue, produced and consumed within the FCC
(Fluid Catalytic Cracking) plant;

syngas: fuel produced from the gasifiers that,
after appropriate treatment, is used in the
combined cycle turbines, in order to generate
electricity, steam and hydrogen;

gasoil: used exclusively for starting the gas
turbines.

« Energy purchased externally: the only form

of energy purchased externally is electricity,

sourced from the National power grid.

The figure below shows the simplified diagram of

the site’s energy balance.

ENERGY BALANCE DIAGRAM

ELECTRICITY
PURCHASED

SELF-GENERATED SARAS
FUELS

ELECTRICITY
SOLD

‘ & sArRLUX

THERMAL
ENERGY SOLD
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The following table presents the data for the three-
year period 2017-2019 on energy input at the Sarlux
industrial site in Sarroch, split by self-generated fu-
els and electricity purchased from the grid.

In addition to finished oil products, there are two
other energy carriers which represent the energy
output from the Sarlux industrial site:

e Electricity: produced both by IGCC combined
cycle plant and by the cogeneration thermoelec-
tric power plant of the Northern Plants, and sent
mainly to the national power grid (except for a
minimal part which is sold to companies located
within the same industrial complex);

¢ Thermal energy: produced by the cogenera-
tion thermoelectric power plant of the Northern
Plants and sold to companies located within the
same industrial complex.

The energy output values from the Sarlux industrial
site, separated into electricity and thermal energy
(steam), for the same three-year period previously
considered, are shown in the following table.

The Specific Consumption Index (ICS), calculated
as the ratio between net energy (i.e., the difference

between total energy input and total energy out-

ENERGY INPUT TO SARLUX SITE (GJ)

Parameter 2017 2018 2019
Total energy from fuel 71,251,239 72,041,595 66,639,217
Fuel gas 24,110,657 23,051,903 21,080,543
Fuel oil 7,426,327 6,029,905 6,166,160
Coke 8,257,064 8,661,579 8,915,942
Syngas 31,161,511 34,251,799 30,318,343
Gasoil 295,680 46,408 158,229
Electricity from the grid 4,026,418 4,243,797 4,016,422
Total energy input 75,277,657 76,258,392 70,655,639
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ENERGY OUTPUT FROM SARLUX SITE (GJ)

Parameter 2017 2018 2019
Total electricity output 14,959,977 16,065,606 14,997,867
To the grid 14,869,095 15,950,620 14,861,832
To companies located
in the same industrial 90,882 114,986 136,035
complex
Thermal energy output 51,859 95,478 47,811
Total energy output 15,011,836 16,161,084 15,045,678

SPECIFIC CONSUMPTION INDEX “ICS”

Parameter me:srt‘.li:e(r):ent 2017 2018 2019
Total energy input GJ 75,277,657 76,285,392 70,655,639
Total energy output GJ 15,011,836 16,161,084 15,045,678
Total energy GJ 60,265,821 60,124,308 55,609,961
e complementary Kt 15,351 14,833 14,449
Specific consumption Index GJ/t 3.93 4.05 3.85

put) and the total amount of crude and comple-
mentary feedstock processed in the year, is report-
ed in the table below.

Energy efficiency

The high cost of energy and the ever-growing
attention towards environmental topics have made
energy efficiency increasingly central for Saras.

A further step to improve the company’s energy
efficiency performance is the achievement of full

knowledge of the industrial site’s energy consump-
tion, to better identify all the potential areas of im-
provement in the short, medium and long term.

For this reason, the Energy Management Dash-
board was created. It’s a system for monitoring en-
ergy consumption which, using data directly from
the field and processed according to logics related
to the type of plant or to the type of energy carrier,
allows the performance of an overall or a detailed
energy analysis.
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ULASSAI WIND FARM
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Since 2005, the Saras Group is also active in
generating electricity from renewable sources,
through the subsidiary Sardeolica S.r.l., which
owns the Ulassai Wind Farm, located in cen-
tral-eastern Sardinia.

The Group considers this activity important
both in terms of business, and from the point
of view of the commitment and value creation
for the territory and the local communities in-
volved. Indeed, the latter can benefit from the
generation of renewable energy, and also from
the economic value created through both di-
rect and indirect employment.

The mentality with which the Ulassai farm is
managed is the same that characterises every
activity of the Saras Group. Maximum produc-
tivity levels are ensured, and the best industry
solutions are adopted, in order to guarantee al-
ways the protection of health and safety in the
workplace, and of the environment.

In 2006, Sardeolica achieved certification of its
Environmental Management System, accord-
ing to the international standard ISO 14001.
In 2012, the Management System certification
was extended to cover Safety (OHSAS 18001)
and Quality (ISO 9001). In 2017, the company
obtained certification for its Energy Manage-
ment System (ISO 50001), and in 2018 it also
achieved EMAS certification.
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One of the fundamental elements which char-
acterised the Ulassai wind farm since its design
phases is the attention to the territory within
which it is located. Every aspect of the design
of the farm was devised with a central focus
on the interests and needs of local inhabitants
and the environment. Indeed, the wind farm it-
self created new revenue streams for the local
community.

Since October 2010, Sardeolica has taken on di-
rectly the management and maintenance of the
wind farm: to do this, its maintenance techni-
cians and administrative staff have been trained
to develop specialist know-how and skills.

Just like with the internalisation of mainte-
nance activities, Sardeolica always tries to fa-
vour, wherever possible, local contractors and
suppliers for the procurement of goods and
services. Moreover, Sardeolica maintains ex-
cellent relations also with local authorities and
communities.

In addition to the employment and economic re-
turn created, Sardeolica forged important links
with the Perdasdefogu professional & technical
school, where most of the farm’s maintenance
technicians come from. In particular, from Feb-
ruary to July 2019, Sardeolica organized a train-
ing course for “Maintenance Technicians”, with
more than 9,000 hours of training, involving 12
people coming, primarily, from the professional
school of Perdasdefogu. Of the 12 participants
to the course, 6 have been hired in Sardeolica,
and in other 2 subsidiaries of the Group.

Moreover, Sardeolica contributed to the Ulassai
“Art Station” Foundation, which collects works
by the artist Maria Lai, and is fully part of the
local cultural and tourist circuits.

Finally, as for all Group companies, every as-
pect related to safety is also fundamental to
Sardeolica. As such, it is of great importance
the achievement of 3,355 days without inju-
ries (from the start of direct management of
the farm in October 2010, until 1st of January

2020). This is the result of a culture of safety
and training, which saw approx. 2,150 hours of
training concerning health and safety in the
workplace, delivered in 2019. Daily checks and
inspections at regular intervals ensure that this
culture of safety is constantly maintained. Fur-
thermore, during 2019 also Sardeolica imple-
mented the safety management system with
the BBS (Behaviour Based Safety) protocol
which, as already explained in the chapter ded-
icated to “Health & Safety”, allows to monitor
and promote safe behavious in the workplace.

Initiatives for the environment

and the local area

In compliance with requirements established
during the authorisation procedures, Sardeo-
lica regularly performs targeted monitoring
campaigns, to ascertain the status of the main
environmental components, with particular fo-
cus on vegetation, birdlife, noise and electro-
magnetic fields.

The main results of the aforementioned in-
spection activities carried out before the con-
struction process, during the construction of
the wind farm, and also afterwards, during the
normal course of the operations, confirm the
integration of the plant with the surrounding
ecosystems. With regards to birdlife, no situa-
tions of incompatibility between the wind farm
and the species, present or nesting in the area,
have been reported. From the monitoring, car-
ried out on sample areas, there are no cases of
birds or bats collisions with the wind turbines.
Monitoring activities also confirmed the pres-
ence of at least one pair of golden eagles nest-
ing in the area.

Also regarding the vegetation, no negative im-
pact was recorded by the University of Cagliari
(which follows the monitoring). Moreover, the
presence of Sardeolica personnel in the area
has also served as a deterrent to forest wild-
fires.

The monitoring of the noise component al-
lowed to confirm negligible impacts, fully com-
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pliant with the Municipal Acoustic Zoning Plan:
in particular, the detectable noise at the base
of the wind towers is, in conditions of strong
winds, comparable with standard office noise.

The monitoring of electromagnetic fields con-
firmed full compliance with the regulations,
with no impact on people or the environment.

In 2018, a photovoltaic plant with installed ca-
pacity of around 60 kW was installed above the
office roof. Electricity production from the so-
lar plant in 2019 stood at approx. 120 MWh, and
the offices have been powered entirely by solar
energy produced from the roof plant.

Visits to the wind farm by tourists, students and
occasional visitors continued in 2019, for a to-
tal headcount of approx. 300 people. Indeed,
the wind farm has become a local attraction,
together with the caves of “Su Marmuri” and
the “Art Station”, and it is often one of the des-
tinations to visit as an example of sustainable
industrial facility.

Digital Projects

Sardeolica’'s Control Room

Sculpture named "La cattura delle ali del Vento”
(capture of the wings of the wind)

from artist Mrs. Maria Lai

With the aim of optimising predictive mainte-
nance and maximising production, in addition
to digitalising existing electrical protections,
a new real-time supervision and control sys-
tem was introduced for the wind turbines and
the electrical substation. The system allows to
complete an advanced analysis of the facility.

Vestas Power Plus modules were also imple-
mented, replacing the machine processor and
installing a second anemometer. The new mod-
ules deliver a more efficient power curve and
consequently allow a better exploitation of the
wind resources.

Finally, also a Condition Monitoring System
(CMS) has been installed, which enables the
early prediction of failures, thanks to vibration
sensors positioned in the rotating equipment.
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Finally, a pilot project was launched in coopera-
tion with Aspentech, global leader in industrial
process control, with the aim to verify the possi-
bility to apply “Big Data” analysis on 5 aerogen-
erators, selected as test samples, in order to
achieve early identification of malfunctioning
or failures. The study gave positive results, and
the analysis will be extended to the entire wind
farm in 2020-21.

Project “Maistu” and “Reblading”

In order to increase renewable energy produc-
tion, at the end of 2018 Sardeolica obtained au-
thorisation for the “Maistu” project, which con-
sists of the expansion of the Ulassai wind farm
through the installation of a further 9 turbines in
the municipalities of Ulassai and Perdasdefogu,
resulting in an increase in installed capacity of
30 MW. Construction work, which began on
14th January 2019, were completed according
to schedule, and the new aerogenerators start-
ed operations in September 2019.

Moreover, in July 2019, it has been approved
the new project of blade replacement (so called
“reblading”) for the original 48 aerogenerators,
with new generation blades, together with fur-
ther uograding of the main components. The

production increase expected with the reblad-

ing is approx. 33GWh/year. Work began at the
end of 2019 and they should be completed dur-
ing 2020. When fully upgraded, the wind farm
shall produce approx. 300 GWh/year. Such
renewable power production will avoind emis-
sion of CO2 for approx. 194,000 tons/year, and
it will satisfy the yearly electricity needs of ap-
prox. 227,000 people.

The above initiatives are coherent with the cur-
rent trends towards decarbonisation and energy
transition across all industrialised countries, and
they aim to achieve a constantly greater indus-
trial sustainability, according also to the National
Integrated Plan for Energy and Climate (PNIEC).
Indeed, the PNIEC writes: “For the achievement
of 2030 renewable targets it will be necessary
not only to stimulate the construction of new re-
newable production plants, but also to preserve
the existing ones and, actually, to increase the
latters, wherever possible, by means of promot-
ing investments for their revamping and repow-
ering. In particular, supporting the revamping
and repowering projects for the existing wind
farms, by installing more modern, technologi-
cally advanced and efficient aerogenerators, will
allow to exploit good wind conditions across
well-known and already used locations, and it
will also limit further use of public land“.
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KEY FIGURES AT ULASSAI WIND FARM

“Reblading” Standard upon
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Standard “Maistu” Project . X
Pre-uporade’s e — Project completion
improvements (*) in Sep.2019) (et (et <0 Gy
P P- costruction) 2020)
X i 48 +9

hine) uriones (Vestas V80) (Vestas V117) - - o7
husiellfze) 96 MW +30 MW - - 126 MW
capacity
L GRS L7 + 80 GWh/year +33GWh/year — 300 GWh/year
production GWh/year
Employees 25 +4 - = 29
People
S 142,000 + 60,000 + 25,000 - 227,000
annual energy
demand’
OO, Emissens 121,000 t +52,000 t +21,000 t - 194,000 t

avoided

(*) The improvements were achieved during 2019, thanks to higher predictive maintenance, production optimisation

and digitalisation.

11. Pro-capita energy consumption in Sardinia for domestic use, 2018: 1,317 kWh/person/year

(Source: Terna, Statistical Data, Consumption

https://download.terna.it/terna/Annuario%20Statistico%202018_8d7595e944c2546.pdf )

12. Source: Sardinia Regional Environmental & Energy Plan. “Verso un’economia condivisa dell’Energia”

[Towards a shared energy economy] Adoption of the technical proposal and launch of strategic environmental

evaluation procedure, pg. 114 ( http://www.regione.sardegna.it/ documenti/1_274_20160129120346.pdf)
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Air pollutants and greenhouse gases emissions

Poor air quality is one potential risk factor for health.
The development of human activity caused a sig-
nificant increase, over the years, in air emissions
(both pollutants and climate-changing agents),
with direct and indirect harmful effects for human
beings and for the various environmental media.
The rational and efficient use of energy mitigates
these effects and contributes to achieving a more
sustainable life.

However, it is necessary to distinguish between
emissions of pollutants, which have negative ef-
fects predominantly at local level, and emissions
of climate-changing agents (the so called “green-
house gases”), the impact of which, on the contra-
ry, can be felt on a global scale.

Specifically, European Union includes amongst
pollutant agents the following: sulphur dioxide
(SO,), nitrogen oxides (NOx), carbon monoxide
(CO), non-methane volatile organic compounds
(NMVOCs), ammonia (NH,), dust and fine particu-
lates.

By contrast, the main anthropogenic climate-chang-
ing agent is carbon dioxide (CO,), resulting from
combustion processes. It leads to the so-called
“greenhouse” effect, i.e. a global phenomenon that
consists of an increase in the capacity of the Earth’s
atmosphere to retain, under the form of heat, a part
of the energy that comes from solar radiations. In
turn, the heat retained leads to rising temperatures,
with numerous environmental, social and economic
implications.

In consideration of the local and global impor-
tance of the aforementioned phenomena, the
Saras Group believes it is essential to carry out
its activities as efficiently as possible, in order to
minimise all types of emissions, be they pollutants
or greenhouse gases.

Nonetheless, the refining and power generation
sectors are amongst those that, due to their spe-
cific configuration, have a non-negligible impact in
terms of emissions. Therefore, with this awareness,
Saras implemented best practice systems and tools
for the management, monitoring and continuous

improvement of its emissions performance, includ-
ing the ISO 14001 certified Environmental Manage-
ment System and voluntary EMAS certification.

Specifically, the quality of the air outside the Sar-
roch industrial site is controlled in real-time by two
monitoring networks of detection units (one owned
by Sarlux and the other owned by ARPAS - the re-
gional agency for the environmental protection); as
a result of this monitoring system, it is possible to
identify changes to significant parameters for air
quality and to check that the concentration values
of pollutants are always below the legal limits, be-
ing also able to intervene immediately, should there
be any anomaly.

The regulatory reference for Sarlux industrial site’s
air emissions is the AlA Decree (Autorizzazione In-
tegrata Ambientale - the Integrated Environmental
Authorisation), renewed in October 2017, as previ-
ously described in the chapter dedicated to “Group
Certifications”.

Stack emissions

The Group’s total emissions come from the oper-
ationally significant industrial site in Sarroch and
refer to:

* combustion processes that take place in the fur-
naces, to produce the thermal energy required
for the operations;

* combustion processes necessary to generate
electricity and steam (thermoelectric power
plant of the Northern Plants, of the Southern
Plants, and IGCC power plant).

The introduction of the new AIA Decree of October
2017 changed both emissions limits and the ways
in which these are managed. More specifically:

* the “Refinery Bubble” concept remains valid
(now known as the “Integrated Emissions Man-
agement” system), with the introduction of two
further emissions point at Reforming North and
CTE North;

¢ the Integrated Emissions Management only sets
out limits for SO, and NOx which, with the aim of
reducing harmful gases in the atmosphere, have
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been lowered down to the average monthly val-
ues of 400 mg/Nm? for SO (previously 600 mg/
Nm?) and 280 mg/Nm? for NOx (previously 300
mg/Nm?);

* CO and dust particulates do not fall under the
Integrated Emissions Management system but
have limits as individual emissions points;

The main pollutants present in stack emissions are
SO,, NOx, CO and dust particulates, whilst the main
climate-changing agent is CO.,,

e all limits set by the previous AIA for Large Com-
bustion Plants remain valid,;
¢ the IGCC and BTX plants have their own limits.

The following figure shows the location of the
stack emission points for the Southern Plants, the
IGCC power plant and the Northern Plants.

STACK EMISSIONS (T/YEAR)

Parameter 2017 2018 2019
SO, 4,310 3,392 3,514
NOx 3,253 3,372 3,257
Dust 208 135 131
CcO 222 175 225
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The absolute emission values are primarily affected
by the variability in the amount of raw materials pro-
cessed at the industrial site (according to the various
maintenance interventions carried out each year on
the plant units) and also, to a lesser extent, by the
variability in the chemical and physical characteris-
tics of the feedstock (such as for example the sulphur
content of the various types of crude processed).

Consequently, in order to express a more qualified
commentary on hystorical trends, emissions index-
es per unit of material processed should be intro-
duced. They can be calculated by dividing the total
amount of pollutant emitted by total annual pro-
cessing, as shown in the appropriate table.

NOx emissions specifically depend on the combus-
tion technique, as well as other technological fac-
tors (such as, for example, the type of burners in-
stalled with a low NOx production) which, over the
years, have allowed the optimisation of this type of
emissions for the Sarroch industrial site.

The reduction of emissions of dust particulates is a
direct consequence of specific treatments, including
specialised external technology aimed at improving
combustion and reducing dust particulates, as shown
by the important results achieved since 2017. Further-
more, last year’s positive results are supplemented by
the optimisations achieved in the effectiveness and
reliability of the instrumental monitoring systems.

Lastly, the emission indices of CO and SO, are con-
firmed to be within the stable range recorded in
recent years.

STACK EMISSIONS INDEX PER FEEDSTOCK PROCESSED
(T POLLUTANT EMITTED/KT RAW MATERIALS PROCESSED IN THE YEAR)

Parameter 2017 2018 2019
Crude oil and
complementary feedstock 15,351 14,833 14,449
processed (kt)
SO, emissions index
t/kt) 0.282 0.229 0.243
NOx emissions index
t/kt) 0.212 0.227 0.225
Dust emissions index
t/kt) 0.014 0.009 0.009
CO emissions index
t/kt) 0.014 0.012 0.016
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GHG Emissions

All the activities carried out at the Sarroch site fall
under the scope of the European Emissions Trad-
ing Directive. The latter entered its third phase in
2013 (relating to the period 2013-2020), with a
consequent change of the allocation rules.

The Group therefore updated its authorisation to
emit greenhouse gases, as well as the “Detection,
calculation and control protocol”, also taking into
consideration the change in the perimeter of ap-
plication, necessary to include the Northern Plants
(acquired from Versalis at the end of 2014).

The rational use of energy and the adoption of
efficient production systems represent the road
chosen by the Group to control and reduce CO,
emissions, which represent the main component of
Saras Group’s GHG emissions (other gases are not
significant).

In the three-year period under review, CO, emis-
sions (whose variability largely depends on the
quantity of electricity generated by the IGCC plant
and on the total amount of raw materials processed
in the refinery) show a decreasing trend, achieved
also thanks to the numerous energy recovery in-
vestments made at the industrial site.

GHG EMISSIONS (T OF CO,/YEAR)

Parameter 2017 2018 2019
Refinery 2,337,687 2,151,940 2,090,400
IGCC 3,585,479 3,741,260 3,603,401
Northern Plants 451,565 455,393 450,336
Total 6,374,731 6,348,594 6,144,137

GHG EMISSIONS INDEX PER FEEDSTOCK PROCESSED

(T OF CO, EMITTED/KT RAW MATERIALS PROCESSED IN THE YEAR)

Parameter 2017 2018 2019
Crude oil and
complementary feedstock 15,351 14,833 14,449
processed (kt)
CO, emissions index (i t/kt) 415 428 425
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Investment roadmap to increase
energy efficiency and consequently
reduce emissions

The Saras Group’s commitment to cut emissions
of greenhouse gases and pollutants is outlined in
short- and medium-term investment plans, aimed
at improving plants and processes, in order to
ensure higher performances, not only in terms of
emissions reduction, but also from an economic

and energy efficiency perspective.

The main energy-efficiency measures that became

operational in 2017 and 2018 are as follows:

Energy integration between MHC and TAME
plants: use of heat from the desulphurised gasoil
coming from the MHC1 plant, to heat the feed-
stock for the TAME plant, thus reducing the use
of low-pressure steam in pre-heating exchang-
ers;

Upgrade of tempered water circuit and heat
recovery in seawater desalter: increase in the
production capacity of desalinated water from
the DAM desalter, with the use of tempered wa-
ter only (heated by heat recovered from other
plants) instead of low-pressure steam;
Electrification of the Air Compressor of the
Catalytic Cracking (FCC) plant: replacement of
the two air-blowers of the FCC plant, driven by

steam turbines, with a single electrically-pow-
ered blower, in order to reduce the industrial
site’s high-pressure steam consumption;

Energy recovery for the compressors MHC2
C-203/C-203S: installation of a new system for
continuously adjusting the flow rate, instead of
the old system of step adjustments, with the re-
sult of eliminating the need to recycle the gas
and the amount of gas unnecessarily processed
by the compressors, thus reducing electricity
consumption;

Technological improvements of air cooler (1°
and 2° step): thanks to the optimisation of the
blades/distribution system, a greater overall effi-
ciency has been achieved, thus allowing to make
electricity savings under the same load condi-
tions, across many of the refinery’s air coolers;
Use of Low-Pressure (LP) steam instead of Me-
dium-Pressure (MP) steam in the S3C1 - SWS3
column: replacement of the medium-pressure
steam previously used on column S3C1 of the
SWS3 stripper;

New advanced control at IGCC plant: the mul-
ti-variable controller works in two main ways:
firstly, by minimising Blow Down purges between
transitory periods of operations, with a conse-
qguent fuel saving for gas turbines, and secondly,
by optimising steam during the syngas washing
process.

SUMMARY OF ENERGY EFFICIENCY MEASURES IMPLEMENTED IN 2017-2018

Year of entry Energy saving CO, equivalent
PRI into service (GJ/year) (t/year)

Energy integration between MHC :
and TAME units Nov-17 327,010 25,154

Upgrade of tem,oe_red water circuit ; Feb-17 192,347 14.796
and heat recovery in the seawater desalter
Electrification of the Air Compressor
of the Catalytic Cracking Unit (FCC) Aug-17 230,230 17,700
Energy recovery for compressors g
MHC2 C-203/C-2035 Apr-18 26,438 2,035
Technological improvements to air cooler _
(MAF) Southern Plants - T¢ step Mar-18 161161 12,407
Technological improvements to air cooler _
(MAF) Southern Plants - 29 step Nov-18 92,092 7089
Use of low pressure steam
in S3CT - SWS3 column Nov-18 16,737 1,288
New advanced control at IGCC Plant Jul-18 93,015 7,61
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In 2019, the following energy efficiency invest-
ments were deployed:

« Energy recovery for the compressors C-109A/B:
installation of a new system for continuously ad-
justing the flow rate, instead of the old system of
step adjustments, with the result of eliminating
the need to recycle the gas and the amount of
gas unnecessarily processed by the compres-
sors, thus reducing electricity consumption;

« KI1F3 inverter installation: insertion of inverters
on KI1F3 furnace fans. The installation of the in-
verter reduces electricity consumption.

* T2 Turbulators installation: installation of turbu-
lators (helical rotating inserts) inside the piping
of the feedstock preheating exchangers, which
allow for an improvement of the thermal ex-
change and therefore less need to burn fuel in
the furnace;

* New DEE advanced control: this multi-variable
controller allows steam optimisation to the Fuel
Gas washing section.

The following table reports all interventions with
their expected energy savings and the avoided CO,
equivalent.

SUMMARY OF ENERGY EFFICIENCY MEASURES IMPLEMENTED IN 2019

toarofontry | Crermvamig | CO,squvment
Energy recovery for compressors C109 A/B Jul-19 34,881 2,683
Inverter installation for KIF3 Jan-19 7,537 580
Turbolators installation at T2 Mar-19 40,814 3,40
New advanced control at DEE Unit Sep-19 82,953 6,381
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FUGITIVE EMISSIONS OF VOLATILE ORGANIC COMPOUNDS

Since 2008, the industrial site of Sarroch,
in collaboration with the subsidiary Sartec
Srl, has implemented a methodological, uni-
tary and integrated approach (“Mixed Smart
LDAR”
of the fugitive emissions of volatile organic

procedure) for the implementation
compounds (VOCs) monitoring programme,
commonly referred to as the LDAR (Leak De-
tection and Repair) Protocol. It is aimed at the
detection and repair of process components
that accidentally release VOCs into the envi-
ronment.

The Mixed Smart LDAR procedure provides, in
summary, for the investigation of all the mon-
itored process components using a special in-
fra-red thermal camera (FLIR series GasFind-
IR™ thermal camera), the quantification of
the losses detected by the portable samplers
provided for in the in EPA Method 21- “Deter-
mination of Volatile Organic Compound Leaks”
protocol, the sampling and the subsequent
statistical inference of accessible components
found not to have leaks during the investiga-
tion with the camera, the statistical analysis
of the data collected during the monitoring,
the estimate of the flow of the total mass of
the gases emitted, the recording of all relat-
ed monitoring data in a dedicated information

system and the execution of the repair of pro-
cess components found to have leaks.

The estimation of the mass flow of the emitted
gas is conducted on the basis of the method
of correlation equations reported in the EPA-
453/R-95-017 protocol - "Protocol for Equip-
ment Leak Emission Estimates” (Nov. 1995) with
updated emission factors to February 1999.

The overall result of the Mixed Smart LDAR
application at the plants of the Sarlux industri-
al site in Sarroch indicates that, from 2008 to
the present, the percentage reduction of VOC
emissions due to fugitive emissions has been
of the order of 90%.

In the new AIA decree of October 2017, the
Control Bodies requested the application of
the LDAR Protocol not only in the normal op-
erating conditions of the plants, but also in the
most severe operating conditions, i.e., during
the plant transitory operations (such as plant
shut-downs and restarts). This activity, already
planned and carried out by Sarlux (as a useful
tool for emission prevention), did not highlight
significant emission events of VOCs from fugi-
tive emissions during transitory operations in
the years 2018 and 2019.

EFFECT OF THE APPLICATION OF MIXED SMART LDAR PROCEDURE
TO SARLUX INDUSTRIAL SITE
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Odours

One of the constant and fundamental commit-
ments of the Group concerns the topic of odours.
The refinery’s activities can in fact produce un-
pleasant odours that, although they do not have
adverse health implications for people, do however
have a negative impact on the perception of the
plant by the community.

Odour monitoring activities were communicated to
the Ministry of the Environment during the assess-
ments for the Integrated Environmental Authorisa-
tion (AIA), since the very first authorisation proce-
dure achieved in 2008-2009 (see box).

In the new AIA decree of October 2017, the Ministry
of the Environment examined the extension of the
monitoring activities of this parameter also for the
Northern Plants (formerly Versalis) and has provid-
ed for monitoring both under normal plant condi-
tions as well as under transitory conditions (plant
shut-downs and restarts). As mentioned above,
during the transitory conditions of 2018 and 2019,
the odour-emitting events were not significantly
more relevant than those occurring during normal
plant operations.

SARLUX PATH FOR ODOUR MONITORING

2004

Initial investigation aimed at identifying the sources
of odours felt externally, followed by more in-depth
investigations and analyses in the subsequent years.

2009

Implementation of the AIA’s odour monitoring
plan and notification to the Ministry

of the Environment of this step. Sampling and
analysis at the site (sources) and at the sensitive
points in Sarroch (receptors).

2012, 2013 and 2014

Mapping of odour concentration of air samples
collected in proximity to sources of emissions
and sensitive receptors. Mapping of chemical

compounds present.

2016

Extension of odour management activities
already in place at Southern Plants to include
the Northern Plants (formerly Versalis).
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2008

Implementation of a monitoring system
designed to identify events that generate
odours in the local area.

2011

Study of atmospheric dispersion of odorous
emissions with the aim of setting out adequate
monitoring and analysis plans.

2015

Monitoring campaigns that achieved the following
objectives:

 |dentification of any correlations between
chemical compounds and odour concentrations;
Verification of origins of compounds responsible
for odours;

|dentification of internal refinery sources
principally responsible for odours.

2017 - 2019

Continuation of odorous emissions monitoring
activities at the site; sensitive receptors identified
in 2016 were reconfirmed, as required by the AIA
Decree. Moreover, as already mentioned before,
from 2018 the monitoring has been extended also
to the most challenging operating conditions (plant
start-up and shut-down transitions); during these
periods, monitoring did not highlight any relevant
difference versus standard operating conditions,

in terms of emission events.
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As of the results of the monitoring plan and the
campaigns performed, Saras initiated detailed
studies, and later planned and implemented tar-
geted investments, aimed at minimising the im-
pacts of odours and the discomfort for the local
community.

The main interventions include fitting sealed cov-
erings to the API tanks™, fitting a double-seal be-
tween the cladding and the roof for all tanks with a
floating roof, as well as further activities on tanks,
currently under study.

Sealing of API tanks

This activity derived from the “gap analysis” car-

ried out in 2014 on the Sarroch industrial site in
comparison with the BAT (“Best Available Tech-
niques”), from which it emerged that it would have

been possible to further contain fugitive emissions
from these oily water treatment tanks.

The following year, an upgrading study was carried
out, with the aim of using floating aluminium pan-
els with double-seal gaskets to cover over 1,200
square metres of the tanks’ surface area. This huge
investment was then started in 2016 and it was fi-
nally completed in 2017.

In order to completely assess the effects of this
investment, monitoring was performed before the
start of the work, during the execution phase and
after installation of the floating panels. The meas-
uring results available to date, confirm a significant
reduction of emissions of Volatile Organic Com-
pounds (VOCs), in line with the levels expected as
per the project design.

13. API (American Petroleum Institute, the Institute that first established the design standard) tanks are devices for treating oily

water, such as refinery discharges.
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ELECTRONIC NOSE - IOMS SARTEC

86

In June 2018,
launched the implementation project of the in-

the subsidiary, Sartec Srl,
novative instrument system IOMSartec (Instru-
mental, Odour, Monitoring, Systems), i.e., the
so-called new generation “electronic nose”, for
the continuous monitoring of environmental
odours emitted into the air by industrial plants,
aiming to control emissions and limit the odor-
ous impact on the surrounding area.

The project is part of a collaboration with
Sponge Srl, a spin-off of the University of
Salerno, established within the Civil Engineer-
ing department, recently recognised as a “de-
partment of excellence” by the Italian National
Agency for the Evaluation of the University and
Research Systems (ANVUR). The development
of the Hardware and management Software of
IOMSartec has been entrusted to the Sardinian
company Bithiatec Srl.

IOMSartec is equipped with an innovative
measurement cell developed by the staff of
Salerno’s Civil Engineering department; it is
protected by a patent registered by Sartec and,
after appropriate training, will allow for the
continuous determination of the odour class
and the odour concentration of a real sample
issued from a complex plant.

The Sponge staff’s international skills on the
scientific aspects concerning the odorous
phenomenon, combined with the experience
gained by Sartec’s staff during years of sam-
pling in the field and olfactometric analysis
conducted in Sartec’s accredited laboratory,
will allow for the creation of an instrument with
high sensitivity, reproducibility and reliability
for recognition and measurement of environ-
mental odours.

On 12 September 2018, at the NOSE 2018 in-
ternational conference (6th International Con-
ference on Environmental Odour Monitoring &
Control), the members of the Sponge working
group demonstrated that the IOMS, in the de-
velopment phase, will fill some of the weak-
nesses of the “older generation electronic nos-
es” such as, for example, self-testing of proper
operation and continuous calibration.

On 7 September 2019, Sartec participated in
the international event “16th International Con-
ference on Environmental Science & Technolo-
gy (CEST)”, presenting the work entitled “Ad-
vanced instrumental odour monitoring system
for the continuous management and control
of environmental odour in complex industrial
plants”. It demonstrated IOMSartec’s state of
progress, highlighting the potential applica-
tions of the system, its technological innova-
tions and its compliance with what is under
discussion by the specific European standard
group on the matter of instrumental measure-
ment of odours (WG41 of the CEN/TC264 “Air
Quality”) and the national one (UNI - GL4 “Air
Quality,” of the Italian Standards Body).
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Interventions and studies on tanks

Over the years, investments have been made

to equip floating roof tanks with double seals,
installed between mantle and roof. In addition, the
ST99, ST26, ST27 and ST29 tanks were equipped
with an odour mitigation/abatement system, by

means of a non-automated system, composed of
a ring of PEHD mounted in the upper part of the
mantle of the tank, equipped with specially dimen-
sioned fogging nozzles, which permit the spraying
of a chemical/chelator.

The system made it possible to record the following
reductions:

« exceeding 80% for olfactory impact;

¢ exceeding 95% for hydrogen sulphide;

¢ exceeding 85% for organic sulphur compounds;
¢ equal to 95% for volatile organic compounds.

The installation of the mitigation/abatement sys-
tem on other fixed and floating-roof tanks is cur-
rently under study.

Emissions prevention activities (including olfactory
emissions) continued throughout 2019, i.e., sealing
the guide-tubes and the “legs” of the tanks, accord-
ing to a multi-year activity plan, which will allow to
further mitigate these minor olfactory sources.

The analytical/olphactometric results of studies
carried out in 2019 allowed to collect the infor-
mation necessary to create specific, automated
systems capable of reducing odours. As of 2018,
monitoring activities were launched using special
cameras designed to oversee the maintenance of
equipment installed in the tanks in order to reduce
odour emissions.

87



Saras - Sustalinability Report 2019

Waste and spills

The Saras Group constantly monitors and controls its activities with the aim
of respecting regulations on environmental matters.

Specifically, with reference to waste manage-
ment, the subsidiary Sarlux, owner of Sarroch in-
dustrial site, is responsible for the production of
approximately 99% of the waste (hazardous and
not) produced by the entire Group. For this rea-

son, the Group codified and formalised all aspects
concerning waste management and monitoring in
its operationally relevant site, within the previous-
ly mentioned Environmental Management System
ISO:14001 certified, and the EMAS certification.

WASTE GENERATED (T/YEAR)

2017 2018 2019
Company _ - -
Hazardous et Total Hazardous el Total Hazardous et Total
hazardous hazardous hazardous
Saras Spa 0 0 0 (¢} 0 0 0 1 2
Sarlux Srl 50,338 28,750 79,088 42,963 21,614 64,577 45,001 27,610 72,61
Sartec Srl 7 8 14 10 10 19 9 12 21
Sardeolica Srl 3 135 138 5 12 n7 4 104 108
Deposito 1174 12 1186 371 4 375 933 9 942
di Arcola Srl ’ ’
Saras Energia
SAU 82 0 82 179 (¢} 179 64 0 64
Saras Trading ) 0 0 0 0 0 ) 0 0
SA
Total 51,604 28,905 80,508 43,528 21,740 65,268 46,013 27,736 73,749

It should be noted that the high variability of waste
production over the years is related to the perfor-
mance of the maintenance activities on the various
plants and tanks. These activities in fact generate
different quantities of waste in relation to the spe-
cific kind of plants and tanks involved.

As regards the types of waste produced, 62% of the
total in 2019 was classified as “hazardous”, since it
came almost entirely from industrial processes.

Lastly, when analysing waste by destination, ap-
proximately 95% of the total is sent for the relevant
forms of treatment and recovery, whilst only a small
amount of the waste generated is actually sent to
landfill.
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Confirming its commitment to optimising waste
management, the Group is always looking for im-
proved solutions that reduce the environmental im-
pact linked to the disposal of the generated waste:

e as of 2017, Saras started sending wood packag-
ing to recycling, in order to achieve a better re-
use of this resource, as compared with its recov-
ery only for energy production purposes;

¢ since 2018, a concrete recovery management
channel has been activated at an authorised
plant in Sardinia, and already in 2019 approxi-
mately 95% of all the concrete waste produced
has been sent to recovery;

¢ since 2019, a bitumen recovery management
channel has been activated at an authorised
plant in Sardinia, and during the year approxi-
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mately 35% of all the bitumen waste produced ed at an authorised plant in Sardinia. In 2020,
has been sent to recovery; this channel will further increase the share of
¢ lastly, since December 2019, an industrial plastic waste sent to recovery.

recovery management channel has been activat-

WASTE BY DESTINATION (T/YEAR)

2017 2018 2019
Parameter
H NH Total H NH Total H NH Total
Treatment 51,225 | 24,010 | 75,235 93% | 42,956 | 18,694 | 61,650 94% | 45,405| 24,976 | 70,381 95%
Landfill 378 4,895 | 5,273 7% 572 3,046 | 3,618 6% 608 2,760 | 3,368 5%
Total 51,603 | 28,905 | 80,508 43,528 | 21,740 | 65,268 46,013 | 27,736 | 73,749

H: hazardous

NH: non-hazardous
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WASTE ASSESSMENT & OPTIMISATION PROGRAMME

90

In the last quarter of 2019, Sarlux, with the sup-
port of Sartec, launched a "Waste Assessment
& Optimisation” study aimed at assessing the
current waste management process and look-
ing for possible improvements.

The Sarlux goal is that of reducing the total
production of waste, in particular by seeking
to minimise the share of “hazardous" waste, fa-
vouring recovery destinations (of material and/
or energy) and avoiding landfill disposal where
possible.

The first phase of the Assessment has been
completed, which includes:

¢ Analysis of waste products which, in terms
of quantity and quality, have significant man-
agement costs

¢ Analysis of the stages of the production pro-
cess of waste generation

e Assessment of the methods of analysis and
classification

e Analysis of treatment, recovery or disposal
methods

¢ Assessment of the areas of operational and
management flexibility with reference to
legislation, provisions of the “AlA - Autoriz-
zazione Integrata Ambientale” [i.e. Integrat-
ed Environmental Authorisation] and Best
Available Techniques (BAT)

« Audits of the main waste recovery/disposal
companies used

e Comparison with waste management sys-
tems adopted by other refineries (bench-
marking)

In parallel, various technological studies have
been launched to reduce the volume of waste
and to manage it from the perspective of a cir-
cular economy:

* New insulating materials for the reduction of
waste volumes

e Thermal destruction processes of waste with
a view to energy recovery and savings

With the Coordination of the HSE and Tech-
nology Departments of Sarlux and the partic-
ipation of numerous other Group departments,
the following studies and actions aimed at re-
ducing the volume of waste produced were un-
dertaken:

* New technological and management ap-
proaches for the reduction of the sediment
volume of the water treatment system (API,
TAS, tanks, etc.) to be sent to treatment in
a format which can be handled by shovel,
rather than being sent to centrifugation and
thermal destruction

» Possibility of new technologies to improve
hydrocarbon recovery on API tanks

* New technological approaches to the man-
agement “Reactivator” sludge

* Operational assessments of the new TDS
plant owned by Ecotec (third party compa-
ny)

e Definition of an open specification for man-
agement of tank remediations, to be pro-
posed to the service companies participat-
ing in the tenders for such works, including
the principle of "bonus/malus” in relation
also to the reduction of the volume of waste
produced as a result of the remediation
works

* New analytical characterisation of the spent
FCC catalyst, with involvement of the cata-
lyst supplier.
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Sarlux: in-depth analysis

With reference to the figure below, the main waste
management operating phases at the Sarlux in-
dustrial site, before being sent outside of the site
for further disposal or recovery activities, are de-
scribed below:

¢ waste generated, properly divided into homoge-
neous categories, is sent to temporary storage
areas (point 2);

e as regards the filter cake from the IGCC plant, it
can be stored in the dedicated temporary stor-
age areas (point 3), before being sent outside
for the recovery of the metals contained therein;

¢ in the case of scrap iron, a recovery operation
is performed in an appropriate area (point 1),
managed by a third-party authorised firm, which
performs a selection and reduction of volumes,
without, however, any alteration in type and
mass quantity of the scrap;

* waste oils are stored in appropriate containers
(point 5);

¢ waste consisting of plastic, glass, aluminium and
paper is separately collected and conferred to a
dedicated area, which is managed and operated
by the Municipality of Sarroch;

*« the majority of the waste generated, mainly
comprising waste polluted by hydrocarbons,
is sent to a plant located inside the Sarlux site
(point 4), which separates the solid phase from
the liguid phase (oily phase and agueous phase);
afterwards, the liquid phase recovered is con-
veyed to the wastewater treatment plant (TAS),
whilst the solid phase is subject to a subsequent
inertisation treatment

The treatments carried out by the inertisation plant
significantly reduce the amount of waste in mass
and change its type, by mixing it with an inert ma-
trix. The management of the inertisation plant is
entrusted to a specially authorised third-party firm.

With the aim of further reducing the quantity of
waste exiting the industrial site, in 2019 it has been
completed the installation of a thermal dryer (TDS).
This new plant, also managed by the authorised
third-party firm, began operations in December
2019, and it will treat the largest part of the sludge
coming from the wastewater treatment plant (TAS).

u Area for recovery of scrap iron and electric materials
ﬂ Temporary storage area for other waste types

E Temporary storage areas for “filter cake”

‘ Waste inertisation plant

) .
I'_,___ Areas for temporary storage of waste oils
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Two firms manage the waste collected within the
site and they report, in their annual declaration
forms, the precise quantities of waste that they
send outside, after they carry out the treatments.
These firms have been purposely selected and are
subject to periodical verifications, by means of spe-
cific audit activities.

The solid waste resulting from the filter-presses of
the IGCC plant (named “filter cake” because of its
physical consistency) contains a high percentage
of metals such as iron, vanadium and nickel, and
it is sent to Germany for their recovery and subse-
guent use as a raw materials for the steel industry.
For this operation, authorisation for cross-border
waste movement is annually requested, in accord-
ance with regulation EC/1013/2006.

Lastly, Sarlux is authorised to receive and treat oth-
er forms of waste, such as bilge waters, slop and
ballast waters from ships. This activity is carried
out as a completely free service for both ships that
berth at Sarroch maritime terminal and also for
ships that confer the above mentioned waste types
to Sarlux by tanker-truck from other regional ports.

The treatment of these types of liquid waste is
performed at the ballast water treatment plant. In
the same plant are also treated the groundwaters
drained from wells of the hydraulic barrier of the
industrial site.

The following table shows the quantities of output/
treated waste at the Sarlux site, split by type.

OUTPUT WASTE/TREATED WASTE AT SARLUX SITE (T/YEAR AND %)

Parameter 2017 2018 2019
Waste treated at internal 47,220 59.71% 38,139 59.06% 38,985 53.69%
inertisation plant
Groundwaters from
hydraulic o o o
barrier wells treated at 6 0.01% 4 0.01% 7 0.01%
waste water treatment plant
’;’gxg/ke sent for external 1,914 2.42% 1,619 2.51% 1,802 2.48%
Other types of waste 29,948 37.87% 24,815 38.43% 31,817 43.82%
Total 79,088 64,577 72,611

As can be seen, in 2019, the total waste production
of the Sarlux site slightly increased compared with

the previous year, still remaining in line with the av-
erage of the last years.

WASTE GENERATED AT SARLUX SITE (T/YEAR AND %)

Parameter 2017 2018 2019
Non-hazardous waste 28,750 36% 21,614 33% 27,610 38%
Hazardous waste, of which: 50,338 64% 42,963 67% 45,001 62%
Water from remediation 6 0.01% 4 0.01% 7 0.01%
activities
Soil from remediation 0 0.00% 154 2.69% 0 0.00%
activities
Hazardous waste
from ordinary and 50,332 99.99% 41,806 97.31% 44,994 99.99%
extraordinary activities

Total 79,088 64,577 72,611
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In 2019, 29,662 tonnes of waste were sent for recov-
ery or recycling. The overall quantity is greater than
the figure recorded for 2018; moreover, when con-
sidering the percentage of recovery and recycling

in relation to the total quantity of waste produced,
the 2019 figure is better than that of the previous
year (40% vs. 35% in 2018).

TOTAL WASTE RECOVERED (INTERNAL AND EXTERNAL TO SITE) (T/YEAR)

Parameter 2017 2018 2019
Waste sent to recovery 24,561 21,020 27,860
Filter cake 1,914 1,619 1,802
Total waste recovered 26,475 22,639 29,662

Separate waste collection for recycling
Separate waste collection was introduced at the
Sarroch industrial site in 2006 (as an indicator to be
monitored in order to achieve EMAS certification)
and it was later extended to the whole Group. It has
the purpose of optimising the collection of assimila-
ble urban waste and of reducing unsorted waste.

At a Group level, a total of almost 377 tonnes of
differentiated waste were collected in 2019, 61% of
which is paper, 17% is organic waste (compostable),
13% is plastic and the remaining 10% is glass and cans.

96% of the Group’s total differentiated waste col-
lection in 2019 was performed at the Sarroch site,
confirming the effectiveness of the initiatives im-

plemented in order to drive appropriate conduct of
the people working at the site.

Indeed, over the years several initiatives have
been launched to raise awareness that, by acting
correctly, people can really make a difference: for
example, a training module on separate collec-
tion was introduced in the induction training for
contractors’ employees. Finally, an HSE statement
was released several years ago setting out the
main behavioural rules to be applied at the Sar-
roch site. Ongoing awareness activities around
these issues involving all site workers allowed to
achieve, once again in 2019, the excellent results
described above.

SEPARATED WASTE COLLECTION - SARAS GROUP (T/YEAR)

Parameter 2017 2018 2019
Paper 79 93 230
Plastic 15 21 48
Glass and cans 10 19 36
Decomposable 43 42 63
Total 147 175 377
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Spills

Except for the event of 27 December (see dedicat-
ed box for more information), in 2019, there was no
significant spill, either at sea or on land.

This came as a result of a serious and constant
commitment by the Group to ensure the reliability
of both its own manufacturing processes, its assets
(specifically pipelines and tanks for crude and oil
products, for which a multi-year plan is currently in
progress to realise pavements and containment ba-
sins), as well as the ships used for the transport of
oil (which, since many years, are all double-hulled

and subject to a strict vetting policy, as detailed in
the following chapter).

This approach has been adopted by all Group’s
subsidiaries. Confirmation of this is provided by a
decision taken in 2016 to obtain certification attest-
ing that the Arcola storage facility had been made
permanently secure, through the construction of a
partial physical barrier around the facility and im-
provements to the existing hydraulic barrier with
the creation of three new wells.

EVENT OCCURRED ON DECEMBER 27, 2019

On the 27th of December 2019, a negligible ac-
cidental spill (approx. 0.7 cubic meters) took
place with a paraffinic product called “Linpar
18-20”, from a pipeline positioned near the
Northern Plant’s peer of Sarlux industrial site
(Sarroch, Sardinia). The spill occurred dur-
ing the loading operations of a product tank-
er on the account of SASOL ITALY, owner of
the product. As soon as the spill was detected,
the site personnel took all necessary steps to
inform the Port Authorities and to secure the
area.

Sea

As regards transport of crude and oil products by
sea, given the high number of ships which per-
form loading or unloading operations at the Sar-
roch site (approximately 800-900 ships per year),
since 2009, the Group introduced a vetting policy
to establish the criteria for selecting and checking
the ships allowed to berth, with the aim of prevent-
ing accidents and releases into the sea of polluting
substances.

Specifically, the procedure requires that all the ships
must be fitted with “double-hull”, a requirement
that is enforced through monitoring both incoming
and outgoing oil tankers headed for Sarroch’s ter-
minals, and also through regular inspection activi-
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The product “Linpar 18-207, is of paraffinic na-
ture, and it is classified as non hazardous (code
IMDG) and it is not a marine pollutant. In the
few hours immediately after the spill, Sarlux
promptly cleaned up the entire affected area,
completely restoring initial conditions, and it
also warranted a monitoring service with its
personnel, as a precautionary measure, for the
following weeks.

ties conducted by Saras' staff (also at other ports),
according to international criteria, and “Pre-moor-
ing” inspections on a spot basis, carried out in the
harbour before mooring.

Ship inspections are carried out according to the
“Minimum Safety Criteria” specification document,
adopted initially by Saras, and now by Sarlux, in
line with the protocols for inspecting ships estab-
lished by the OCIMF (Oil Companies International
Marine Forum), an organisation that promotes the
improvement of safety, responsible environmental
management in the transport of oil and its deriva-
tives and in the management of maritime terminals.
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Soil and subsoil

As regards the protection of soil at the Sarroch
industrial site, the Group continues to carry out a
multi-annual programme of prevention activities,
to avoid any problem related to accidental spills
into the soil and subsoil.

Specifically, numerous impermeable pavements
were built in recent years, with more set to be con-
structed in the future, in the containment basins of
storage tanks and in the pipeways, along which the
transfer lines of oil products stretch, connecting
together the various tanks and the refinery plants.
These operations avoid any percolation of oil prod-

ucts in the soil and subsoil (in the case of acciden-
tal spills).

Similarly, the fitting of double bottoms in the stor-
age tanks allows to avoid the percolation phenom-
enon in soil and subsoil, in case any problem would
occur to the bottom of the tanks. During the transi-
tory period until all tanks will be fitted with double
bottoms, an inspection process continuously takes
place with the “acoustic emissions” technique,
which allows the early detection of anomalies on
the bottom of the tanks.
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ARCOLA STORAGE FACILITY

96

Activities at the Arcola site began in the 1960s,
with the construction of an oil refinery by the
Societa Petrolifera Italiana (SPI) and the subse-
quent production of refined products such as
gasoline, gasoils and fuel oils.

In 1986, SPI sold the refinery to Arcola Petrolif-
era, who continued to run it until 1996, when the
refining activities were discontinued in favour
of developing storage activities. In 2011, the De-
posito di Arcola S.r.l. company was established,
and it undertook all storage activities.

Currently, the storage facility, which occupies
a total surface of about 160,000 m? and em-
ployes 15 people, is exclusively involved in the
storage of oil products (gasoline and diesel) us-
ing 26 above-ground atmospheric tanks, with
a total nameplate storage capacity of around
181,600 m?3.

The storage activity consists in the receipt of
oil products via sea, mainly coming from the
Sarlux refinery in Sarroch. The products arrive
by sea to the Multi Buoy Mooring (MBM) termi-
nal, located in La Spezia harbour. From there,
they are sent to the Arcola storage facility for
storage in the destination tanks.

As shown in the illustration below, the storage
facility is connected to the MBM terminal by a
pipeline stretching around 10 km in total. The
pipeline features two booster-pumping sta-
tions located one in Battigia and the other in
Pianazze. These assets (jetty, pipeline and the
Pianazze and Battigia bases) historically be-
longed to Eni SpA, but were purchased by De-
posito di Arcola Srlin 2018. Finally, inland trans-
fer takes place through pumps which convey
the oil products to the tanker-trucks loading
shelters.

DEPOSITO DI ARCOLA ACTIVITIES
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HANDLING OF GASOIL AND GASOLINE (TONNES)

Parameter 2017 2018 2019
Deliveries 157,484 141,458 132,814
via tanker-trucks

The Arcola storage facility operates with great
attention to Health, Safety and Environmental
aspects. As such, it obtained the following cer-
tifications:

e Single Environmental Authorisation, in ac-
cordance with Presidential Decree 59/2013
and Legislative Decree 152/2006, as regards
wastewater and atmospheric emissions, ob-
tained on 17-Feb-2016;

* Fire prevention certificate, issued by La Spe-
zia Provincial Command of the Fire Brigade
on 30-Mar-2016;

e MISP certification (showing that the indus-
trial site has been made permanently safe),
following the construction of a 400 m phys-
ical barrier and the strengthening of the hy-
draulic barrier, obtained on 26-Sep-2016.

Finally, as part of the efforts to further improve
management of Health, Safety and Environ-
ment, in 2018 the subsidiary Deposito di Ar-
cola launched a project designed to move the
docking point for ships from the “Auriga” jetty
to the dock currently used by ENEL. In 2019,
the company progressed with the authorisa-
tion process with the relevant authorities, and
it now expects during 2020 the completion
of the works for the construction of the new
docking point. The project will result in signif-
icant improvements to operational conditions
during loading and discharge activities of the
vessels.
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Water Footprint

The management of water resources has always been a topic of great at-
tention and commitment for the Saras Group, which carries out its main
business activities in Sardinia, a region characterised by little rainfall and

frequent droughts.

Indeed, Sarroch industrial site uses water for sever-
al purposes, the main one being the production of
steam for technological use (thermal energy trans-
portation, stripping with steam and electricity gen-
eration). Furthermore, water is used to supply the
cooling circuits of the industrial site, the fire protec-
tion water network, and also for civilian uses.

Aware of the scarcity of water resource in the local
community, the Group has adopted policies at its
Sarroch site designed to reduce the use of region-
al primary water sources. It continues to regularly
monitor, manage and optimise the water footprint
of the industrial site, thanks to its Environmental
Management System and the EMAS Regulation
protocol.

More specifically, the site’s water use is defined as
the amount of water required to guarantee opera-
tion of the plants and services linked to production.
It is given by the sum of the following factors:

* untreated water from the industrial consortium;

* internal recovery water from sewage treatment
plants (water reuse);

* seawater (only for the quantity taken and not
sent back into the sea).

In order to reduce usage of primary water, thus
leaving a higher amount of untreated water availa-
ble to the local communities, over the years numer-
ous interventions have been carried out, both in

the form of investments and in the form of process
improvements, all aiming at gradually reducing the
water requirements. In parallel, but for the same
purposes, the internal recovery of water, which
would otherwise be discharged into the sea, has
been maximised; finally, also the installed capacity
of desalination systems has been maximised over
the years.

Amongst the main measures implemented in the
past years to maximise the recovery of internal wa-
ter (water reuse) the following can be included:

e in 2017, start-up activities began for a 140 m3/h
plant, capable of recovering process water that
is suitable for reuse in the cooling circuits;

¢ in 2018, a new seawater desalination plant ca-
pable of producing 500 m3/h of demineralised
water for use in the high-pressure boiler systems
became operative. The launch was gradual, with
production progressively increasing before sta-
bilising at around 360 m3/h;

e in 2019, in April, the insertion of all sections of
the new seawater desalination plant was com-
pleted, up to the maximum capacity of the unit.
Following achievement of full capacity, as of
May, the old desalination units built in the 1990s,
which are no longer energy efficient, have been
shut down.

The following table summarises water use at the site
over the last three years.

ONSITE WATER USE (M?3)

Parameter 2017

2018 2019

Water use onsite 22,015,431

22,440,380 22,148,791
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The following table shows the breakdown of water
use by supply source. The column with the percent-
ages represents, year by year, the incidence of each
type of supply on total consumption.

ONSITE WATER USE SPLIT BY THREE TYPES OF SUPPLY (MILLION M?3)

2017 2018 2019
Parameter
Mm3 % Mm3 % Mm?3 %
Internal recovery water 47 213 51 22.8% 5.7 25.8%
(water reuse)
Untreated water from 91 43 87 38.8% 6.7 30.5%
the industrial consortium
Seawater 8.2 374 8.6 38.4% 9.7 43.7%
Total 22.0 22.4 221

In 2019, the supply of untreated water from the in-
dustrial consortium was significantly reduced as a
result of the achievement of full capacity for the
new desalination plant and a further robust increase
in internal recoveries. Furthermore, it is important
to specify that the new desalination plant, having
a higher yield than the previous plants, permits the
production of the same amount of demineralised
water with less withdrawal of seawater.

The overall water withdrawal of the site is calculat-
ed as the sum of untreated water from industrial
consortium and seawater. Furthermore, it should
also be considered that most of the seawater is re-
turned to the sea with practically the same quali-
tative characteristics of the water withdrawn, with
just minor changes in its temperature and/or salt
concentration.

WATER WITHDRAWN BY THE SITE (M?)

Parameter 2017 2018 2019
Z”; tﬁ‘;ﬁ‘;g‘/ai‘zn’;r om 9,136,330 8,745,684 6,749,917
Seawater 62,632,467 59,334,145 60,554,562
;’;’/t:i't:’ate' Ui LT 71,768,797 68,079,829 67,304,479
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Discharges

The Sarlux industrial site is responsible for almost
all discharges of the Group (which are all duly au-
thorised). More specifically, discharges into the sea
from the Sarroch site, are divided between those
from the process following biological and neutrali-
sation plants, and those coming from desalination
and cooling plants.

Whilst process discharges are properly connected
to the production activities, desalination and cool-
ing discharges are related to production utilities.

The effects of the full operation of the new desali-
nation plant were also noticeable on discharges. As
the new plant is more efficient, it means that it can
withdraw (and thus discharge) less seawater whilst
maintaining the same level of desalinated water
production.

Lastly, considering also the other Group compa-
nies, the below table shows the complete water
discharges breakdown by destination.

DISCHARGES INTO THE SEA (M3/YEAR)

Parameter 2017 2018 2019
Discharges 18,019,019 16,448,893 17,086,633
from desalination
Discharges 6.871.892 7,084,804 5,908,502
from process
Discharges 36,386,783 34,291,504 33,789,110
from cooling systems
Total 61,277,694 57,825,201 56,784,245

WATER DISCHARGES BY DESTINATION (M?3)

2017 2018 2019
Parameter

Sea River Sewer Total Sea River Sewer Total Sea River Sewer Total
Saras Spa 0 0 0 o 0 0 0 0 0 0 0 0
Sarlux Srl 61277694 0 0 |e1277694|57825201| 0O 0 |57825201[56784245 0O 0 |s6784245
Sartec Sl 0 0 6294 | 6,294 0 0 3317 | 3317 0 0 7093 | 7093
Sardeolica Srl 0 0 0 ¢} ¢} 0 0 0 0 0 0 0
Deposito di o |1980800| o |1980800| o |1980800| o [1980800| o |1980800| o |1980800
Arcola Srl*
Saras Energia 365 0 0 365 540 0 0 540 501 0 0 501
SAU
Saras Trading 0 0 0 0 0 0 0 0 0 0 0 0
SA
Total 61,278,059| 1,980,800 | 6,294 |63,265,153| 57,825,741(1,980,800 | 3,317 |59,809,858|56,784,746|1,980,800| 7,093 |58772,639

* Water discharges to rivers are calculated from the flow rates of the suction pumps in the hydraulic barrier wells

with the following formula: “pump nameplate flow rate” x “No. of hours in operation”
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Biodiversity

The major impacts from the Group’s activities,
products and services on the biodiversity of the
protected areas, or on areas with high level of bi-
odiversity outside the protected areas, relate to
Sarlux:indeed, its Sarroch industrial site is located
on the coast, in proximity of protected terrestrial
areas and it is therefore responsible for preserving
marine flora and fauna.

Land areas
The natural land areas surrounding the Sarroch in-
dustrial site are:

e “Gutturu Mannu” Regional Natural Park, located
approximately 3 km west of the refinery;

¢ Cagliari Pond, located approximately 6.7 km east;

¢ Monte Arcosu Forest, located approximately 11
km west.

Good quality status of the air is the main prerequi-
site for land biodiversity preservation activity, and
it can be monitored, besides using chemical indica-
tors, also with the observation of specific biomark-
ers (biomonitoring) as, for instance, the abundance

or shortage of different species of moss.

For several years, the Botanical Science Depart-
ment of the Mathematical, Physical and Natural
Sciences Faculty of the University of Cagliari has
been performing, on behalf of Sarlux, in a wide
area of the Sarroch hinterland, a vegetation state
of health inspection campaign.

The picture that emerges from the analysis with the
bioindicators, shows a quality status that fits in an
intermediate position within the range of IAP (In-
dex of Atmospheric Purity) index assessment. In-
deed, the results of the monitoring carried out at 10
control stations fall primarily into “class 3” and, only
in few cases, into “class 4”.

In the same area, another monitoring campaign is
also carried out periodically on the state of health
of the vegetation (visual inspection and check of
bioaccumulation of pollutants). From this monitor-
ing, it can be observed that the bioaccumulation of
these substances is lower than the annual averages
across ltaly and Europe.

IAP classes IAP values Air quality assessment Naturalness/alteration

7 IAP =0 Very poor Very high alteration

6 1<IAP <10 Poor High alteration

5 M<IAP <20 Low Medium alteration

4 21<IAP < 30 Mediocre B ECICLRY
low alteration

3 31<IAP< 40 Medium Medium naturalness

2 41 < |AP <50 Moderate High naturalness

1 IAP > 50 Good Very high naturalness

Water

For many years now, marine biologists carry out
a regular quality status monitoring survey, of the
seawaters in front of the Sarlux site area.
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Monitoring of the Trophic Index (TRIX), an indi-
cator that allows the quality status of seawater to
be expressed in summary form, is used for the de-
scription of the seawater quality status.
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In the entire 4-year period 2016-2019, the seawater
quality status has been on the high end of the clas-
sification range (high-good), thus testifying to the
excellent results achieved by the Group, thanks to
its commitment to protect the sea.

In addition to the Trophic Index, the CAM Index
(Seawater Classification) was also introduced sev-
eral years ago, based on specific algorithms for the
Sardinian Sea, which are capable of transforming
the measured values into a summary rating of the
seawater quality status. In line with the TRIX Index
results, in the four years under consideration, the
CAM Index also showed a “medium-high” quality
for the seawater in all the surveyed areas.

TROPHIC INDEX (TRIX) - WATER QUALITY AND CONDITION

Quality level - Surface water Quality level - Bottom water
January 2016 high high
July 2016 high high
January 2017 high high
July 2017 high high
January 2018 high high
July 2018 high high
January 2019 high good
July 2019 high high

CAM INDEX (SPECIFIC FOR THE SARDINIAN SEA)

Quality level - Surface water Quality level - Bottom water

January 2016 high high

July 20716 high high
January 2017 high high

July 2017 high high
January 2018 high high

July 2018 high high
January 2019 medium medium

July 2019 high high
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Technological innovation

The oil refining and power generation sectors, in
which the Group operates, are extremely important
for the regional, national and international eco-
nomic systems. Saras considers technological inno-
vation one of the most important strategic levers
to continue playing a leading role in the country’s
energy market, and to remain competitive also in
the international context.

In addition, technological innovation is a crucial el-
ement in the search for appropriate solutions de-
signed to increase operational efficiency, reduce
consumption and losses and increase the quality
of the refined products. As such, Saras carries out
industrial development activities aimed at achiev-
ing operational excellence and maximising value
creation, in the interests of all shareholders and in
compliance with the highest safety standards for
employees, the community and the region.

The Sarroch industrial site managed by Sarlux
is one of the most evolved in Europe in the area
of integrated refining plants. It has units that are
technologically cutting-edge, flexible, versatile and
high-conversion. It has been integrated, since 2001,
with an Integrated Gasification Combined Cycle
(IGCC) plant that produces electricity and provides
the refinery with large quantities of hydrogen and
steam. Lastly, as of the end of 2014, the Group be-
came the owner of the neighbouring petrochemi-
cal plants previously owned by Versalis, achieving a
further integration along the value chain.

Finally, there are other interconnected industri-
al sites such as Sasol, Air Liquide and Liquigas,
which developed over the years in symbiosis with
the Saras Group and they now represent impor-
tant components of the Sardinian industrial land-
scape.

AIR LIQUIDE
produces liquid oxygen
used in Sarlux IGCC plant

VERSALIS
treats water
from the Northern Plants
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SASOL ITALY
receives raw materials from Sarlux
(mainly gasoil and kerosene)
and extracts products to be used
for detergents and as bases
for synthetic lubricants
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Industrial plan

The Group’s Industrial Plan is focused on the
development strategies of the Sarroch site, in a
medium/long-term perspective. It aims to ensure
continuity and sustainability for the business, and
it includes the necessary initiatives to adapt to fu-
ture evolutions in both the reference markets and
the regulatory context.

In summary, the Plan identifies the most appropri-
ate improvement and investment activities in the
areas of energy efficiency, hydrogen production,
long term management of the IGCC cycle, logistics
structure, exploitation of the petrochemical units,
as well as every other initiative required to optimise
the production cycle and ensure the full compli-
ance with all environmental regulations.

The cooperation with the various business func-
tions, in the refinery and the headquarter, for the
definition and development of the projects, is key
for the successful accomplishment of the estab-

lished targets.

MAXIMISATION

OF YIELDS AND

CONVERSION OF PLANTS
with the implementation of
technologies aimed at reducing constraints
and limitations, such as for example the re-
vamping of the propylene splitter plant with
an increase of approx. 20% of the manufac-
turing capacity of “polymer-grade” propylene.

)2

into products and intermediates for the

ENHANCEMENT OF
THE PETROCHEMICAL
SECTION

upgrading oil blendstocks

petrochemical sector, thanks to interven-
tions aimed at increasing the recovery of
specific molecules, such as for example
pseudocumene and orthoxylene, through
the implementation of a new plant configu-
ration, different from the existing one.

)3

tion of the electrification of the FCC plant

IMPLEMENTATION OF
FURTHER ACTIONS IN
THE ENERGY FIELD
that provide for the comple-

(in the next maintenance turnaround cycle,
which starts in March 2020) with the instal-
lation of new electric-powered compres-
sors in the gas section to replace the exist-
ing ones, powered by steam turbines. This
operation will lead to lower steam require-
ments, permitting a reduction in the load
of the thermal power plants in the site and,
consequently, their fuel oil consumption. In
addition, the new compressors belong to a
newer generation, and therefore will have
greater energy efficiency.

)4

table oils, sent to the gasoil desulfurisation

PRODUCTION
OF BIOFUELS
through the

“co-processing” of raw vege-

so-called

plants, exploiting the existing potential of
the plants (without the need for technolog-
ical interventions), the availability of hydro-
gen and rationalising the logistics.

TECHNOLOGICAL IMPROVEMENTS
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NMR CRUDE ANALYZER

As of 2010, in collaboration with the Univer-
sity of Cagliari and Nanalysis Corp. (Calgary,
Canada), Sartec began to study the applica-
tion of the latest low-field nuclear magnetic
resonance technologies (Low-field TH-NMR)
and machine learning for petroleum product
analysis.

P Spectra o

The collaboration led to the development of
an analytical method for the indirect analysis
of crude oil and atmospheric and vacuum res-
idues (European Patent EP3141897) which was
subsequently implemented in a prototype lab-
oratory instrument.

Specn Results

fe s 0o

The result of the project, which ended in De-
cember 2019, is the benchtop analyser “NMR
Crude Analyzer” that simultaneously permits
the rapid detection of the crude oil distilla-
tion curve and the main chemical and physi-
cal properties (API, sulphur content, nitrogen,
carbon and hydrogen, asphaltenes, metals,
viscosity, etc.), providing a rapid and econom-
ic alternative to the current laboratory instru-
mentation.

Made with a man-machine interface that
combines ease of use with data reliability,
the analyser can be used in a typical refinery
laboratory to provide within minutes (approx.
10) the set of crude oil analysis that routinely
requires execution times of several man-days
and high costs. In the future, the tool can also
be adapted for an online application.

In addition to the benefits in terms of efficien-
cy of the laboratory operations, the use of the
NMR Crude Analyzer permits a greater and
cheaper availability of information from/for

the process, which can be used for more sus-
tainable plant operations and to minimise risks
and margin loss through a closer monitoring
of the properties of the crude oil loads enter-
ing the refinery and the precise evaluation of
the composition of the loads to the distillation
columns.
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Digitalisation

Another fronts on which Saras makes increasingly
significant progress is are the digitisation and the

transition towards “Industry 4.0”.

DIGITAL TECHNOLOGY AND INDUSTRY 4.0

BIG DATA

AND ANALYTICS
Collection and analysis of large
quantities of data from various

company systems to support
the decision-making process
and real-time optimisation

ADVANCED ROBOTS
Autonomous industrial robots
capable of co-operating

with humans

ADDITIVE
MANUFACTURING
3D printing of industrial

objects and components

CYBER SECURITY
Advanced systems for the
protection of data

and IT networks

AUGMENTED REALITY
Enrichment of sensory
perception with supporting
digital information

INDUSTRIAL INTERNET
Equipment, devices and
people are always connected
and capable of sharing data
and information in real time

CLOUD

Real-time collection and
distributionof large quantities
of data through the use

of shared platforms

SIMULATION

Simulation between
interconnected machines
to optimise processes
(design, production and
commissioning of products)

HORIZONTAL/VERTICAL INTEGRATION
Integration and sharing of information between different company
departments/levels and between (internal and external)
components of the production chain

RESOURCES OPTIMISATION

)
() ©

TIME PEOPLE ECONOMY
Reduced need to focus Fewer risks and greater Lower costs and/or more
on small-value activities, ability to predict processes with higher
more time to dedicate anomalous situations value, thanks to sustainable
to activities with higher investments and solutions
added-value that were previously
unthinkable

107



Saras - Sustalinability Report 2019

This transformation process makes allows to exploit
the progress being made in the fields of electron-
ics, automation, robotics and informatics, leading
to the adoption of artificial intelligence technolo-
gies, which learn by themselves and will even sug-
gest the best solutions to increase sustainability
(environmental, economic and financial), whilst im-
proving processes and using resources in an opti-
mum mannet.

Specifically, during 2019, the #digitalSaras pro-
gramme, launched in December 2016, consolidated
the results obtained in prior years; many of the on-
going initiatives have been completed and particu-
lar focus has been put to their adoption by person-
nel, as part of normal daily activities.

Every step in the direction of an overall transfor-
mation of the business in key digital areas, in fact,
must be accompanied by the utmost attention to
the impact on people. The active involvement of
end-users in all the phases of the digital initiatives,
from design to prototype creation to industrialisa-
tion, is certainly one of the factors that is facilitating
the introduction of new tools into the organisation.
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The frequent comparison with other companies in
the oil industry has confirmed the high degree of
maturity reached by the #digitalSaras programme,
in the context of a business that is making great
progress in the widespread implementation of the
potential offered by digitisation, with the aim of
grasping its full benefits.

As for the consolidation of the activities launched
in previous years, the numbers describing the ex-
tent of the change taking place are significant:

« Over 30 ongoing projects, at various stages of
progress, in the areas of reliability improvement,
performance optimisation and support for plant
operations;

¢« Over 100 people involved in training on the use
of the "Agile"” methodology for project develop-
ment;

¢ Over 700 people who regularly use mobile de-
vices during “in-plant” activities.
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The results obtained, in terms of cultural change
and economic benefit, confirm the importance of
the contribution that digital technologies bring to
corporate performance as a whole.

In 2019, Saras “data scientists” continued to devel-
op applications aimed at addressing specific prob-
lems in the management of industrial processes.
These were not normally addressed by commercial
solutions, but they are of great interest for their im-
pact on the Company. Given the remarkable results
obtained and the broad prospects for growth in the
number of applications, the team of “data scien-
tists” was therefore expanded.

In addition, to support their activities, the devel-
opment of the new data platform was continued.
The creation of a shared, easily accessible database
with robust quality control is not an easy task in a
company such as a refinery, where data of different
types (e.g., process, asset management, adminis-
tration, etc.) must be managed. These data are of-
ten produced by systems that were not originally
designed with future digital developments in mind.
The new Saras data platform is therefore constant-
ly growing, in a process that will continue through-
out 2020, as new data sources will be linked to the
“data lake" in order to generate benefits for busi-
ness applications that derive from the integration
of information.

The new “Digital Predictive Maintenance Centre”
(DPCM), which opened at the beginning of 2019
and is managed by a team of engineers with var-
ious industrial specialisations, aims to establish a
“single source of truth” for decision-making pro-
cesses relating to asset management, so that such
processes are increasingly guided by objective ev-
idence (data), suitably processed and made availa-
ble to the whole organisation.

The validity of this organisational choice has been
confirmed by some notable cases in which the
DPCM, supported by advanced predictive mainte-
nance software, has allowed the avoidance of un-
planned shut-downs of some of the most impor-
tant machines operating in the refinery.

In a perspective of continuous development of
digital transformation, two ambitious innovation
programmes were launched in 2019. One con-
cerns the digitisation of the operations of the
“Products Movement” and the other the review
of the “Production Optimisation” process, with
the involvement of various organisational areas
of the Company.

As regards the digitisation of the Products Move-
ment activities, the first piece has been implement-
ed; specifically, the operating consoles have been
replaced using the most modern "Human-Machine
Interface” technologies and relocated to the Plants
Control Room.

The next steps will involve the upgrading of the
operational management and supervision systems,
with the objective of increasing the level of auto-
mation and integration between the Control Room
and plant operators, leading to the advantage of
greater operational precision, with the reduction of
product preparation time and, in conclusion, great-
er customer satisfaction.

The other major project launched in 2019, related to
Production Optimisation, turns out to be particular-
ly complex in a company like Saras which, due to its
business model, must maintain maximum flexibility
both in the choice of raw materials as well as in the
formulation of finished products, in order to adapt
to the changing needs of a very dynamic market.
Specifically, the design phase of the new workflow
has been completed, with the collaboration of the
world's technological leaders in this field.

The project’s considerable complexity and articula-
tion will require approximately 3 years for its com-
pletion. As in all other digital initiatives, the key to
success will lie in the adoption of state-of-the-art
systems, exploited to the best of their potential, to
carry out processing that is not only increasingly
sophisticated, but also more readily usable by peo-
ple. Lastly, being able to devote less time to repeti-
tive activities, such as manual data processing, will
allow people to better express their potential in
the most complex part of the activity, that is, the
search for optimal performance.

109



Saras - Sustalinability Report 2019

e

"

s
¢

_.—.
]

LR |
o P

AR
il

i
\

\._\li\"

\ \‘ |

Cybersecurity

The rapid digital evolution and the continuous in-
crease of technological devices, in addition to in-
creasing the possibilities of interaction between
people and between companies and bringing eco-
nomic benefits, also brings with them significant
security issues. On one side, cyber crime is special-
ising in the research of new ways to increase the
economic return from fraud and ransom demands;
and on the other side, pro-governmental groups of
various Countries, which previously focused pri-
marily on the activities of espionage and theft of
intellectual property, are now developing offensive
e-skills to damage the critical infrastructure of their
adversaries.

Such a scenario entails the need to carefully guard
and continuously improve the defences of the Saras
Group. During 2019, the Cyber Security programme
saw the development of the main initiatives for the
introduction of new protection and monitoring
solutions both in the area of Information and Com-
munication Technologies (ICT), as well as for Indus-
trial Control Systems (ICS).

The growth of Cyber Security has involved sever-
al fronts at the same time, favouring the establish-
ment of homogeneous and coherent Group level
solutions: computer access control systems with
special attention to administrative access, protec-
tion systems for technological infrastructure in-
cluding Cloud environments, advanced solutions to
defend personal computers of personnel.
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The prevention and defence from cyber threats af-
fecting Saras’ critical IT systems and services has
also been strengthened through cooperative rela-
tions with Institutions established to combat cyber
crimes. In early June, in fact, a collaboration agree-
ment was signed by the Ministry of the Interior, the
Public Security Department, the Postal Police Ser-
vice and Saras SpA.

Amongst the main objectives for 2020 is primar-
ily the continuation of the initiatives undertaken,
to bring them to completion and to full operation.
This will permit the achievement of the cross-sec-
tional protection level built on the foundation of
the adopted reference standards (IEC 62443 and
CIS Critical Security Controls). Moreover, it will be
brought into operation the service linked to the op-
erations centre, for the collection and continuous
monitoring of security events (SOC). This service
will be integrated in a single context, including both
the ICT as well as the ICS parts, to make the most
of the synergies between these two environments.
It is an important element that enables overall vis-
ibility of what happens at Group level, with an in-
creasing depth in terms of details and above all a
continual updating of the collected information.
This is an essential aspect for the prevention and
anticipation of those threats deemed as most dan-
gerous, for the Group in operational, economic and
reputational terms.
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SARTEC

Activities

Sartec S.r.l. is a Saras Group company that pro-
vides consultancy and solutions designed to
improve industrial performance, with a compre-
hensive offering targeted at oil, petrochemical
and energy companies as well as public admin-
istrations and the local community. Sartec S.r.l.
is an Energy Service Company (ESCo) which
develops energy diagnoses and energy man-
agement systems with ISO 50001 certification.

Its main business activities fall into three cate-

gories:

e environmental protection (environmental
engineering, analysis and measuring systems
for the environment, analytical services and
environmental monitoring);

e industrial efficiency and energy saving (en-
gineering solutions for facilities and auto-
mation, process control, solutions and inter-
ventions in the field of energy saving, in its
capacity as an ESCo, supply of package sys-
tems, analysis systems and its own products
and related maintenance services);

(consulting

aimed at optimising plant reliability and

e asset management services
availability, innovative solutions for predic-
tive and prescriptive maintenance and plant

digital twin for maintenance management).

As part of its business area, Sartec is involved
in technological innovation activities across
both products and processes, both directly and
through the acquisition of patents, know-how
and commercial distribution licences from third
parties. In fact, since 2016, Sartec has launched
the development of digital solutions, to be ap-
plied to its products and services and for the ef-
ficiency of internal processes. More specifically,
Business Intelligence, Artificial Intelligence and
Machine Learning, connectivity and |oT [Inter-
net of Things], Cybersecurity OT [Operational
Technology] and virtual reality skills have been
developed.

Many study and innovation initiatives have been
oriented to environmental issues (for example,
the previously cited activities for the monitor-
ing and management of odorous and fugitive
emissions, the construction of an optical py-
rometer for monitoring “torch” temperatures,
waste management, and the contaminated
soils and groundwater remediation processes
with in situ techniques, etc.).

Sartec also has an accredited chemical and
olfactometric laboratory and, in the last year,
has added to its set of accredited analyses also
those related to the monitoring of conveyed
emissions and QAL2 [Quality Assurance Level
2], as well as waste water.

The strong research and innovation orientation is
constantly fuelled by the relationship with univer-
sities and research bodies, with particular refer-
ence to the University of Cagliari, the Polytechnic

University of Milan and the University of Salerno.
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Human Resources

Sartec employs over 160 peo-
ple, around 60% of which hold
university degrees. Some of Sar-

»

tec’s employees have had significant training
experiences abroad. Sartec maintains ongoing
training activities in collaboration with the Uni-
versity of Cagliari through a Memorandum of
Understanding including initiatives such as ap-
prenticeships, placements, Master’s, etc.

Sartec also runs a number of initiatives local-
ly, with a particular focus on young people and
takes part in several events organised by rele-
vant bodies and associations in order to share
its efforts in this field.

#DigitalSartec and Asset Management
Running alongside current company activities,
and in line with the Group’s plans, Sartec oper-
ates a team focused on the development of in-
novation and projects related to the technolog-
ical areas linked to Industry 4.0. The Innovation
Team, transversal to the organisation, supports
the various Business lines in the expansion of the
"Value Proposition”, developing innovative pro-
jects along Industry 4.0 themes.

The coherent development of the entire innova-
tive process also affects the implementation of
initiatives designed to bolster the internal struc-
ture with state-of-the-art technological solu-
tions (shared platforms for overseeing internal
practices, knowledge management, etc.).

Sartec’s primary objective in this is to harness
emerging technology and the skills it has ac-
quired within the industry to develop and of-
fer innovative, customised solutions designed
to improve process performance and optimise
management of the life cycle of industrial assets.

In terms of Asset 4.0, for example, mention can
be made of projects and initiatives such as pre-
dictive maintenance based on MTELL technolo-
gy, monitoring and "Fault Detection” for critical
pumps, control of the “Operating Window” and
corrosion, as well as dynamic optimization of
maintenance policies.

As regards process optimisation, the following
have been developed: an automatic sampling
system (Digital Sampling System), an NMR sys-
tem for crude oil analysis (see the special box
dedicated to the “NMR Raw Analyzer”), a sys-
tem for the optimised monitoring and man-
agement of advanced multi-variable controls
(ASSO), and an optimised system for manag-
ing the load changes to the distillation columns
(Crude Switch). Moving on to the environmen-
tal field, mention can be made of the project for
the realisation of an electronic nose (see the box
dedicated to the "IOMS Sartec”) and the devel-
opment of the "Predictive Emission Monitoring”
(PEM) system.

In addition, in order to further foster innovation,
three new laboratories have been launched to
explore and develop solutions in the areas of loT
[Internet of Things] and Connectivity, Cyberse-
curity OT [Operational Technology] and Artifi-
cial Intelligence.

Lastly, in the field of Asset Management, the Sar-
tec proposal, based on the skills available within
the Group, consolidates and further expands its
offer on both the captive and non-captive mar-
kets. The activities are mainly centred around
consultancy and the supply of methodological
and engineering support for the sustainable
planning of Asset management activities and
the optimisation of plant reliability and availabil-
ity. For all these areas, the Sartec offer can be
considered, in all respects, as a start-up com-
pared to the traditional operating context.
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Impact on the local community

Local community relations

All companies are born and grown in a clearly identifiable local community,
and it is the relationship established with that community that characterises
the future development not only of the company, but of the community itself.

Currently a solid international enterprise, Saras was
set up and developed in Sardinia, an island with a
strong and proud identity, always deeply respected
by the Group.

For this reason, for almost 60 years, Saras has been
engaged in various initiatives and projects that are
useful to support the social fabric, history and lo-
cal traditions, always paying great attention to the
needs of the community and, in particular, of the
young people.

In recent years, Saras has adopted a policy called
“Our Stakeholders”, which sets out the Group’s
management approach for relations with local
communities and recognises local groups and com-
munities as stakeholders of primary importance.

Saras promotes social projects capable of generat-
ing value for the community. After an initial assess-
ment of all the projects according to both the eco-
nomic aspects and the degree of alignment with
the guidelines provided by the corporate Purpose,
the choice of which projects will be sponsored, falls
on those of greater impact and value for the local
communities.

The Group, particularly in recent years, established
precise guidelines in relation to the areas of inter-
vention based upon two main directives: the social
context, i.e., the people deserving to be support-
ed - especially young people, the elderly and the
less well-off - and the physical territory, i.e., the ex-
tension of the geographical reach that the Group
wants to achieve.

One of the goals Saras focuses on with strong com-
mitment is spreading the company’s culture and
making people understand that it is still possible
to “do business” in Sardinia. To achieve this, Saras
promotes training activities for young people in

schools, and it maintains continuous relations with
universities, aimed at promoting social develop-
ment, embracing topics such as work, sustainabili-
ty and economic growth, in a region weakened by
emigration, especially of the younger generations.

Saras for schools

Saras, through the Group’s various companies, is
involved in many programmes designed to satisfy
requests from schools and to contribute towards
a more effective and innovative learning approach.
Between 2013 and 2019, over 600 secondary school
pupils visited the Sarroch industrial site for a first-
hand experience of work life within a large compa-
ny. In addition, in the last 5 years, approximately
1,000 students have participated in a programme
called “school/work placement” (now renamed
“Programme for Transversal Skills and Vocational
Guidance”) providing them with a tangible experi-
ence of the world of work, observing the complex
system of skills and technological innovation that
develops in a large industrial Group.

Specific lessons were organised for each pro-
gramme, during which technicians and managers
from the company addressed industrial topics such
as safety, the environment, manufacturing process-
es, ICT, company organisation and various others.
Simulations were often used to illustrate the way
in which Saras works, and to provide useful tips for
entering the world of work. As part of this, in-depth
sessions were organised on how to prepare a CV
and how to conduct a job interview.

Several young people visited laboratories and plant
control rooms belonging to the Group, giving them
on-the-ground practical experience and allowing
them to attend sessions on Industry 4.0 and how
innovation can be implemented in the refining sec-
tor (within Sarlux subsidiary, at Sarroch) and in the
sector of renewable electricity production (at the
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Group's wind farm at Ulassai). Some students also
had the opportunity to build on this experience,
through an internship at the company.

The competition “Street Art 4.0 #diamociunaMoS-
Sa” on the topic of sustainable mobility, designed
in collaboration with the Regional School Office
of Sardinia and the ANPAL Servizi SpA (an ltalian
public company which operates in the field of work
and employment policies), is dedicated to the abil-
ity to cope with change and new technologies. It
has involved more than 50 high school students in
the design of an ideal model of transportation sys-
tem, capable of reducing to a minimum the envi-
ronmental impact, whilst maximising the efficiency,
intelligence and speed of movement.

To develop the project, the students could resort
to a wealth of knowledge and expertise provided
by the Saras Group on issues related to environ-
ment, safety, energy efficiency and the Industry 4.0
programme (connected to the introduction of new
digital technologies). The best project saw the im-
plementation of the idea, consisting in a full paint-
ing and decoration of the shuttle-buses, used for
the transport of the Group's personnel, inside the
Sarlux industrial site.

This project, of high social and cultural value, pro-
vided not just an opportunity for learning and in-
teraction between students and manufacturing or-
ganisations; it was also capable of increasing value,
improving people’s habits, and supporting more
sustainable behavioural and technological mobility.

At the primary school level, Saras continued to of-
fer support to the cultural development of students
in the Sarroch state school, as it has done for over
20 years. As well as providing the children with text
books, which - in accordance with the culture of
sustainability - are then passed on to other schools
where they are still relevant to the educational pro-
grammes in place, Saras also donates tablets and
IT rooms to ensure young people are ready for the
digital future.
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Saras for universities

Within the framework of the Memorandum of Un-
derstanding signed with the University of Cagliari,
technical seminars are regularly organised. Such
initiatives supplement the training of future engi-
neers, and the projects in collaboration with vari-
ous faculties, aimed at the development of scientif-
ic and technological innovation.

In 2019, the Saras Group hosted 18 trainees, from
various disciplines, in the various Group compa-
nies. Furthermore, Saras also contributed to schol-
arships for the best Engineering graduates, as part
of an initiative designed by the Italian Association
of Chemical Engineering.

Saras for the community and sport

Saras supports the local community through sev-
eral sponsorships awarded to sport associations,
both amateurs and professionals. Clubs such as
the “Sarroch Polisportiva Volley”, the “Gioventu
Sarroch” football team and the rugby team “Ama-
tori Capoterra” are typical expressions of the local
community, and the Group is proud to help them
grow, to continue to represent genuine training
centres for young sportsmen and sportswomen.

Furthermore, Saras is one of the partners of the
“Cagliari Football Academy”. The latter was set-
up with the aim of becoming a reference point for
young Sardinian footballers, and guide them in their
technical and personal growth, on a virtuous journey

that allows sport to accelerate individual learning.
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Creation of local value

For a firm such as Saras, with a “glocal” vocation
that simultaneously identifies with the global di-
mension of the oil markets and the local dimension
of its reference community, it is of paramount im-
portance to fully understand the economic benefits
that characterise its activities, both as regards the
national dimension and in terms of closer stake-
holders, which are those located in Sardinia. Indeed,
these are the stakeholders with the greatest influ-
ence on the Group, and which in turn are the most
affected and influenced by the Group’s activities.

In previous years, Saras commissioned sector stud-
ies aimed at analysing the economic impact of
Group's activity on the local community and the
ways in which it influences its growth, from the
cognitive, direct and indirect economic, social and
environmental point of view. The studies were com-
missioned in 2017 from the “Smart Lab” company (a
spin-off of the University of Cagliari that operates in
the area of Business Intelligence) and in 2018 from
the “The European House-Ambrosetti” company (a
management consulting company and think-tank,
specialising in the analysis and forecasting of sce-
narios of socio-economic, scientific and technolog-
ical developments and their effects on the future of
institutions, enterprises and - more generally - civil
society).

Overall, "Smart Lab" classified and quantified the
Group's impacts in terms of:

¢ remuneration to employees (direct impact, i.e,
salaries paid by the Group companies - Saras,
Sardeolica, Sarlux and Sartec - to their employ-
ees who work and reside in Sardinia; and indirect
impact, i.e., the multiplicative effect produced by
the subsequent spent and consumption made by
the employees in the local community);

« tax revenue (direct impact, i.e., the amount of tax
revenue and payments towards local authorities
made by the Group; and indirect impact, i.e.,, also
in this case, the multiplicative effect produced
by the expenditure of the Region and local au-
thorities on the local community);

« productive activities (direct impact, i.e., through
the expenditures and investments made by
Group companies to the providers of goods and
services located in Sardinia; and indirect impact,
i.e., the multiplicative effect produced by the ex-
penditures and by the investments that suppli-
ers, in their turn, carry out along the value chain
of the production system).
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ECONOMIC IMPACT OF SARAS GROUP'S ACTIVITIES IN SARDINIA

(MILLION EURO)

Parameter 2014 2015 2016

2014-16

Avg. Avg.

2017 2018 2019 2017-1

Remuneration
to Group'’s 40.8 46.6 49.4
employees

46 48 50 50 49

Tax Revenue
generated
in Sardinia
by the Group

448.7 488.2 4281

455 456 442 375 424

Productive
Activities (Goods
& Services 88.9 951 18.0
purchased from
local suppliers)

101 143 146 168 152

Total of direct

. 578 630 596
impact

601 647 638 594 626

Indirect impact

of Remuneration 934 135 122.4

110 97 99 100 99

Indirect impact

of Tax Revenue 3714 405.9 356.9

378 373 362 307 347

Indirect impact
of Productive 87.3 95.5 17.8
Activities

100 143 146 168 152

Total indirect

. 552 615 597
impact

588 612 607 576 598

Impact of
Remuneration 134 160 172
(direct + indirect)

155 145 149 151 148

Impact Tax
Revenue 820 894 785
(direct + indirect)

833 829 804 683 772

Impact Productive
Activities 176 191 236
(direct + indirect)

201 286 293 336 305

On average, in the three-year period 2014-16, the
impact of employee remuneration amounted to ap-
proximately €150 million per year (one-third direct,
and two-thirds indirect impact), the impact of tax
revenue amounted to approximately €830 million
per year (approximately 55% direct and 45% indi-
rect impact), and the impact of productive activi-
ties amounted to approximately €200 million per
year (equally divided between direct and indirect
impact),
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For the three-year period 2017-19, the Group per-
formed internally the same analysis carried out by
“Smart Lab” for the previous three-year period,
quantifying an impact of employee remuneration
on average equal to approximately €150 million
per year (one-third direct, and two-thirds indi-
rect impact), the impact of tax revenue on aver-
age amounted to approximately €770 million per
year (approximately 55% direct and 45% indirect
impact) and the impact of productive activities on
average amounted to approximately €300 million
per year (equally divided between direct and indi-
rect impact).

It is the Group's intention to validate the economic
impacts for the three-year period 2017-19, commis-
sioning a new study during the year 2020 to an ap-
propriate independent third-party company.
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MARITIME BUNKERING ACTIVITIES

AT SARROCH AND CAGLIARI

As of 1 September 2019, Saras’ operations for

the direct marketing of naval fuels (the so-
called marine “bunkering”) have begun near
certain specific areas, specifically identified by
the harbour master's office and the Port Au-
thority, in the Sarroch Harbour, in Porto Canale
and in the Port of Cagliari.

The Group offers, in addition to diesel fuel for
marine engines called MGO (Marine Gasoil),
the new fuel oil called VLSFO (Very Low Sul-
phur Fuel Qil, with sulphur content of 0.5% by
weight, as required by the IMO 2020 specifi-
cations), which it manufactures locally at the
Sarlux refinery of Sarroch.

The service has been set up to satisfy the needs
of ships arriving and departing from the above
indicated ports and to offer additional refuel-
ling options to the numerous ships that transit
along the Straits of Sicily and the Tyrrhenian
Sea. The refuelling is carried out with a mod-
ern ship, the “M/T Atlantic”, equipped with
the most advanced safety equipment and a
crew specially trained to ensure operation in
full compliance with environmental, health and
safety laws.

In terms of environmental impact, the new
VLSFO fuel oil is able to produce a significant
reduction in sulphur dioxide and other sulphur
oxides (SOx) emissions from marine engines;

in fact, it has a sulphur content of less than
85% compared to the bunker that was previ-
ously in use, called HSFO (High Sulphur Fuel
Oil with sulphur content of 3.5% by weight). It
is estimated that, with planned sales of VLS-
FO of about 50 thousand tonnes per month,
Saras will help its customers reduce the SOx
emissions of their marine engines by about 36
thousand tonnes/year. This great result once
again confirms the Group’'s commitment to
the production of high-quality fuels with a low
environmental impact, for an increasingly sus-
tainable future.

Finally, to have launched this important com-
mercial activity near the Port of Cagliari, that
until today did not have a bunkering service
with a barge, represents a further confirmation
of the Group’s commitment to the economic
development of Sardinia. In fact, the ships that
choose to use this service must use maritime
agents, independent inspectors to measure the
quantity and quality of the refuelled bunker,
support pilots, fire guard support for ships at
berth, cooperative boatmen, waste collection
services, in addition to paying port dues to the
Harbour Master's Office. There are therefore
obvious direct and indirect economic benefits

for the many actors involved in this activity.
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Supplier and procurement management

In the growth of the Saras Group, suppliers were al-
ways a fundamental partner with which to cultivate
a relationship based on respect, loyalty, impartiali-
ty, equal opportunities, and the achievement of the
maximum competitive advantage.

To meet this commitment “Procurement Process
Guidelines” were issued, codifying for all the com-
panies of the Group, the various phases and activ-
ities of the procurement process for both goods &
materials, and for contracts, services & consultan-
cies. The Guidelines also codify the qualification
process of the suppliers, and their regular monitor-
ing. Furthermore, the guidelines also provide pre-
cise rules and identify the roles and responsibilities
of the main parties involved in the procurement
process.

In compliance with the above guidelines, the Group
issued also the “Qualification Procedure”, with the
aim of formalising the criteria and procedures for
qualifying suppliers, and the “operating instruc-
tions”, that describe in detail each operating steps
relating to the qualification process of goods and
services suppliers.

The Group regularly distributes its Code of Ethics
to all its suppliers, business partners and external
collaborators, and calls for its compliance when
carrying out supply activities.

The Saras supply chain comprises two types of
procurement:

¢ raw materials (mainly crude oil and also other
complementary feedstock or semi-finished
products);

* goods and services needed to conduct, in com-
plete safety and regularity, all the activities of the
various business segments in which the Group
operates.

Raw materials

The raw materials entering the production cycle
mainly comprise crude oil purchased across more
than 30 countries around the world, including pri-
marily the Middle East, the Caspian Sea and the
former Soviet Union, North Africa and West Afri-
ca; but also, to a lesser extent, North Sea countries,
Latin America and North America. Of course, when
buying the raw materials, the Group respects all na-
tional and international laws concerning oil trades.

RAW MATERIALS PROCESSED BY ORIGIN (KT/YEAR)

Parameter 2017 2018 2019
North Africa 19% 26% 25%
North Sea 3% 4% 6%
Middle East 39% 34% 29%
Russia and the Caspian Sea 24% 23% 26%
West Africa 14% 13% 14%
Other 1% 0% 0%
Total 100% 100% 100%
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From an operational point of view, the Group con-
tinuously performs a fundamental scouting activ-
ity of the market, looking for those raw materials
which, from time to time, have the most favoura-
ble economic terms. To increase its effectiveness
in this respect, in 2016 the Group established in
Geneva (Switzerland) the company called Saras
Trading SA, a wholly owned subsidiary that deals
with purchases of raw materials and sale of refined
products from Sarroch refinery. Thanks to its posi-
tioning in one of the main hubs for oil commodities
trading, Saras Trading develops intense commercial

relations with numerous counterparts, and success-
fully manages to seize the opportunities offered by
the market.

In 2019, the Sarroch refinery processed a quantity
of crude oil of approximately 13.17 million tonnes
(Mt), divided into approximately 25 grades, which
differ in their chemical and physical composition,
thus confirming the great flexibility of its plants. In
addition to crude oil, approximately 1.28 Mt of com-
plementary feedstock were also processed.

RAW MATERIALS PROCESSED (KT/YEAR)

Parameter 2017 2018 2019
Crude oil 14,060 13,512 13,172
Complementary feedstock
(semi-finished products) 1,291 1,321 1277
Total refinery runs 15,351 14,833 14,449
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Goods and Services

Plant maintenance activities and those relating to
new constructions are the main items that con-
tribute, every year, to the Group’s expenditure on
goods and services.

The activities carried out by contractors range from
the simplest maintenance operations on parts of
the plant, maintenance on large machines (such as
compressors and turbines), on continuous analysis
tools and on process control systems.

As regards the construction activities of new plants
or parts of the existing plants, these consist in the
commissioning of metal and/or reinforced concrete
structures, and in the prefabrication and installa-
tion of large mechanical, electrical, instrumental
equipment, etc.

In all of the above cases, the skills offered by the
contractors cover all specialities needed by large
industrial oil and petrochemical plants, ranging
from civil and metal framing, to mechanical, electri-
cal and instrumental specialities.

Contracting firms started-up their operations in
the local community of Sarroch, and worked along
with the site, whilst it progressively grew in size and
complexity; most of them have been under con-
tract with the Group since when the refinery was
built, in the early 1960s.

Over the years, some have grown considerably, spe-
cialised and acquired skills and know-how which al-
lowed them to expand their activities, first to other
industrial sites in Sardinia, and then also nationally
and internationally.

As it can be seen from the table, the vast majority
of the Group’s procurement refers to the subsidiary
Sarlux, which manages the industrial site of Sarroch
and that, right from the outset, assigned contracts
to third-party companies for almost all plant main-
tenance and new construction activities.

In 2019, the number of suppliers of goods and ser-
vices for Sarlux amounted to 351 suppliers of goods
and 316 suppliers of services, for total procurement
expenditure of €456 million. More specifically, the
percentage of local procurement, i.e., from compa-
nies with registered offices in Sardinia, is greater
for service suppliers (43% of the total) than materi-
als suppliers (17% of the total).

In Spain, the local procurement expenditure of the
subsidiary Saras Energia rises to 96% of the total.
Specifically, more than 54% of the expenses to sup-
pliers are incurred in the provinces of Madrid (€5.8
million) where the company’s registered office is
located, and Murcia (over €1.2 million) which is the
location of the hydrocarbon storage facility of Ter-
minal Logistics de Cartagena SLU, a wholly owned
subsidiary of Saras Energia.

SUPPLIERS OF GOODS AND SERVICES

2017 2018 2019
Company

No. €M No. €M No. €M
Saras Spa 123 17 110 19 108 21
Sarlux Srl 625 418 615 414 667 456
Sartec Srl 362 9 380 9 334 8
Sardeolica Srl 84 3 109 28 139 21
Deposito di Arcola Srl 102 3 12 3 99 3
Saras Energia SAU 444 15 399 17 430 13
Saras Trading SA - - 85 2 85 2
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SARLUX LOCAL SUPPLIERS 2019

Materials Services
Parameter
No. €M %** No. €M %**
Local " 43 19 17% 108 149 43%
suppliers
Other 308 92 83% 208 196 57%
Total 351 m - 316 345 -

* Local refers to firms with registered offices in Sardinia.

** Percentage calculated on the total amount purchased, expressed in million Euro.

Suppliers assessment

The assessment that the Group performs on cur-
rent and potential suppliers takes many factors into
account, the main ones being the quality of prod-
ucts, respect for the applicable regulations, and
the sustainability aspects (environmental protec-
tion and compliance with Occupational Health and
Safety regulations).

Sarlux implemented adequate procedures to for-
malize the relations with the third parties which
interact with the industrial site’s activities, in order
to ensure that the staff working for the third-par-
ty companies complies with the Group’s policies in
the field of health, safety and environment.

Specifically, Sarlux highly values the commitment
of third-party companies in the achievement and
maintaining of quality, environment and safety
management system certifications. In 2019, 67% of
suppliers were 1ISO 9001 certified, 26.5% 1SO 14001

certified, and 25.6% OHSAS 18001 certified. These
percentages have increased over the three-year
period in question.

Each supplier during the required qualification pro-
cedure in order to be admitted to the Group’s “ven-
dors’ list”, is analysed and assessed for the typical
activities of its category; moreover, the suppliers
shall demonstrate that they satisfy the basic legisla-
tive requirements regarding administrative, contrib-
utory and insurance regularity, and that they operate
in @ manner which guarantees protection of health
and safety and respect for the environment, both in-
side and outside of the Sarroch industrial site.

Suppliers are constantly monitored, even during the
stages of renewal and maintenance of their supply
contract and, even more so, when approaching the
expiry date of the documents and certifications
which they provided to Saras.

CERTIFIED SUPPLIERS (%)

Parameter 2017 2018 2019
ISO 9001 certified suppliers 65.8 66.5 67
1SO 14001 certified suppliers 24.5 26 26.5
OHSAS 18001 certified suppliers 23.7 26.2 25.6
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Before entering the industrial site, the personnel of
third-party companies, in addition to operating in
compliance with their own company’s safety plan,
receive further basic information on interferential
risks regarding the areas of the industrial site in
which they shall carry out their activities.

Lastly, the Group also performs continuous monitor-
ing of the contributory regularity of its contractors

(“DURC, Documento Unico di Regolarita Contributi-
va”, i.e. the Single Insurance Contribution Payment
Certificate). This periodic activity, looking for “signs
of weakness” that normally come before company
defaults and identifying actions to be taken each
time to minimise the impact of these possible critical
issues, has the ultimate goal of keeping high, both
the economic competitiveness of the local commu-
nity and the level of local economic development.

Economic value generated and distributed

The Saras Group has an international dimension, deriving both from oper-
ations on global oil markets and from its shareholders being spread over a

broad international scale. However, it also has a strong local dimension, as it
constitutes a fundamental driving force for the Sardinian economy, generat-
ing and distributing economic value to the various categories of stakeholders.

More specifically, in order to obtain the net eco-
nomic value generated by the Group, it must be
looked initially at total revenues generated plus
the Excise duties collected on behalf of the Public
Administration; from that, it must be deducted the
cost of raw materials, the changes in value of the in-
ventory, the cost for services and use of third-party
goods, other operating expenses and the net value
of financial charges/income.

The large majority of the value generated is paid
to the Public Administration in the form of Excise
duties and taxes. Between 10% and 15% of value
generated is retained by the company (of which
most of it goes to depreciation and amortisation),
and the remaining part is distributed to personnel,
shareholders, capital providers, and the community.

As can be seen in the table, revenues decreased
in 2019, compared with the previous year, mainly
due to the fall in oil prices that determine the sales
prices of refined products. Furthermore, for the
same reason, the cost of purchasing oil raw mate-
rials (crude oil and complementary feedstock) also
decreased.

124

The costs for services and use of third party assets
and other operating expenses also decreased, pri-
marily due to lower expenditures for the purchase
of electricity and other utilities, reduced costs for
administrative services, banking, brokerages, com-
missions, and greater capitalisation of the costs
of turnaround maintenance, which together more
than offset the increase registered for oil and in-
dustrial services.

The net value of financial income and charges has
drastically reduced (also due to the effect of a
change of accounting policy), whilst the amount of
the Excise tax, both collected as well as paid, re-
mained substantially in line with the previous year
(because it is dependent on the quantities of pe-
troleum products released for consumption in the
Italian market).

Proceeding with the analysis, there is a decrease
in the company’s Retained Economic Value, mainly
due to the fact that the profit for the 2019 financial
year is less than the dividends distributed to share-
holders in May 2019 (the amount of which was
determined as a function of the result of the 2018
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financial year); on the other hand, deferred tax as- e 7.8% (€£148.7 million) was distributed to Person-

sets and liabilities remained substantially stable nel in the form of salaries, social security con-

compared with the previous year, whilst deprecia- tributions, severance payment provisions and
tion went up by approximately €20 million in 2019. other personnel costs. This amount translates
directly into the spending power of the families,

Lastly, from the analysis of the various items that thus contributing to generating additional value

comprise the Economic Value Distributed, it can be for the local community;

observed that in the year 2019: ¢ 3.9% (€75.3 million) was allocated to Sharehold-

er remuneration in the form of dividends;

e 86.8% (£1,660.1 million) was paid to the Public * 1.0% (€£18.2 million) went to Capital Providers, to
Administration, in the form of Excise duties; remunerate interest on loans received;

e 0.5% (€£9.4 million) was paid to the Public Ad- ¢ Lastly, approximately €1.8 million was allocat-
ministration in the form of direct and indirect ed to the Community in the form of donations,
taxes and income taxes; sponsorships, contributions and membership

fees.

2017 2018 2019
Total revenue 7,687,102 10,396,912 9,638,854
gfc]);rt)zgosr raw materials and inventory -6,401154 -9.093,028 -8.532.443
gggi;ssfor services and use of third-party -591,840 -746,650 -684,607
Other operating expenses -35,557 -71,985 -14,716
Net financial charges/income 25,934 68,388 -541
Excise duties collected 1,723,100 1,655,855 1,664,290
Net economic value generated A 2,407,585 2,209,492 2,070,838
Economic value retained B 340,487 215,200 157,249
of which depreciation 178,431 178,839 198,698
Economic value distributed C=(A-B) 2,067,098 1,994,293 1,913,589
?S,VEZ;Z;ZS ﬁes paid 1,718,947 1,651,271 1,660,116
of which to PA for taxes 85,321 44,645 9,435
of which to Personnel 147,067 156,613 148,653
of which to Shareholders 93,601 12,321 75,310
of which to Capital Providers 20,354 27,665 18,237
of which to the Community 1,808 1,779 1,839
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Methodological note

Saras’ Sustainability Report for financial year 2019
constitutes the Consolidated Disclosure of Non-fi-
nancial Information for 2019 (NFI) in accordance
with the Legislative Decree No. 254/2016, and rep-
resents the third document reporting the Group’s
non-financial impacts. More precisely:

e it has been drafted in accordance with the “Global
Reporting Initiative Sustainability Reporting Stand-
ards” (in short GRI Standards), provided by the
Global Sustainability Standards Board (GSSB), ac-
cording to the option “In accordance - Core”;

e its purpose is to describe, as regards economic, so-
cial and environmental aspects, the activities car-
ried out by the Group, the goals pursued, the per-
formance achieved, and the related risks.

Reporting process and scope

The topics addressed within this document are the
result of various analysis and stakeholder engage-
ment activities carried out by the Group (please
see the section “Saras' Priorities”).

The Sustainability Report will continue to be pub-

lished annually and it will be distributed via the

communication tools regularly used by the com-

pany. The publication timing is the same as the

one adopted for the Financial Statements of Saras

SpA and the Group’s Consolidated Financial State-

ments. Furthermore:

< all data, initiatives and projects refer to the pe-
riod between 01/01/2019 and 31/12/2019 and to
the companies that are fully consolidated in the
Group’s Consolidated Financial Statements, as re-
quired by Legislative Decree 254, except where
otherwise indicated below or in the text. Where
possible, corresponding data for the previous two
reporting periods is shown for comparison with
2019, in order to give greater detail and highlight
the main trends and changes that have occurred,;

* the economic data come from the Financial
Statements of Saras SpA and from the Group’s
Consolidated Financial Statements and there-
fore include the Group’s seven main companies
(Saras, Sarlux, Sartec, Sardeolica, Deposito di
Arcola, Saras Energia and Saras Trading);

¢ the social data include the seven main compa-
nies of the Group consolidated in the Consolidat-
ed Financial Statements;

¢ the percentage of the Group’s local suppliers,
calculated on the total amount of procurement
expenditures, is provided only for the subsid-

iary Sarlux (which represent the most impor-
tant company in Sardinia) and for the subsidiary
Saras Energia;

¢ the environmental data, except where explicitly
stated, refer to Sarlux because its environmental
footprint almost entirely matches the footprint
of the Group;

e The calculation of CO2 emissions from the Sar-
roch site is performed based on a suitable Moni-
toring Plan, defined in accordance with the specif-
ic European and ltalian guidelines, which is based
on the evaluation, by means of instrumentation
that is constantly subject to checks and calibra-
tions, of fuel consumption and on the application
of specific emission factors for each type of fuel.
The Monitoring Plan was approved by the Minis-
try of the Environment with Decision No. 47/2016-
DEC ETS-REG with protocol No. 0000051 CLE
dated 22/12/2016. The laboratory within Sarlux is
one of the leading Italian laboratories operating
in a refinery and the third in Italy to obtain the
required accreditation which is necessary to carry
out checks on certain fuels used.

e The data of the suppliers of Sarlux and Saras
take into account that some companies are sup-
pliers of both materials and services.

¢ As regards the calculation of the economic value
generated and distributed by the Saras Group in
2019, the following two changes occurred com-
pared with previous years: 1.) Restatement of the
item "Total Revenues”, following the change of
the Group's "Accounting Policy”, which now in-
cludes all derivatives on oil commodities, used
to hedge physical oil cargoes purchased and
sold by the Group. This restatement also affects
the item "Net financial income/charges”, which
in 2019 is lower than in previous years, as it no
longer includes the effect of the aforementioned
derivatives; 2.) Restatement of the item "Costs
for services and use of third-party goods”, due
to the effect of the entry into force of the ac-
counting standard IFRS 16 during the year.

The Sustainability Report, being the Consolidated
Disclosure of Non-financial Information, is subject-
ed to limited assurance by the independent compa-
ny EY. The audit report describing the details of the
principles adopted, the activities carried out and
their conclusions is shown in the Appendix. Lastly,
this document (NFI) was approved by the Board of
Directors of Saras SpA on 02/03/2020.

127



Saras - Sustainability Report 2019

Scope

MATERIAL TOPICS

GRI STANDARD TOPICS

PERIMETER

Internal External
Health and safety Occupational health and safety Group Supply chain
Alr ,oo//utqnt's and greenhouse Emissions Sarlux Supply chain
gases emissions
Waste and discharge management Effluents and waste Sarlux Supply chain
. Energy ;

Energy efficiency Emissions Sarlux Supply chain
Employment and creation Employment .

Labor/management relations Group
of local value

Market presence
Technological innovation Group
. . Local communities
Local community relations . o Group
Indirect economic impacts
Training and development Training and education Group
of human resources
Water resource management Water Sarlux Supply chain
Human resources management Employment . Group
Management relations

Odours Local communities Group Supply chain
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Methodological note

Below are other topics that, whilst not material ac-
cording to the analysis undertaken, are nonetheless
deemed relevant by Saras and therefore appear
in this Sustainability Report, also in order to fully
comply with the requirements of Legislative De-
cree No. 254.

OTHER RELEVANT TOPICS GRI STANDARD TOPICS PERIMETER

Internal External

Environmental compliance
Compliance with regulations Socio-economic compliance Group Supply chain
Customer health and safety

Suppy Chain
Procurement practices Group
Raw Materials

Supplier and
procurement management

Anti-corruption Anti-corruption Group
Human rights Anti-discrimination Group Supply chain
Equal opportunities Diversity and equal opportunities Group
Biodiversity Biodiversity Sarlu>_<
Sardeolica
Note:

With the exception of the topic linked to Occupa-
tional Health and Safety, reporting is not extended
to the supply chain. Furthermore, please be aware
that all GRI indicators included in the Content Index
refer to the GRI Standards published in 2016.
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GRI Content Index

GENERAL STANDARD DISCLOSURES

Standard Disclosure Section / Page number
ORGANISATIONAL PROFILE
102-1 Name of organisation Group identity - The Saras Group 23
102-2 Activities, brands,_ Group identity - The Saras Group 23-25
products and services
102-3 | Location of headquarters The Saras Group has registered offices in Sarroch (CA)
102-4 | Location of operation Group identity - The Saras Group 24-25
102-5 | Ownership and legal form Group identity - Governance 34
102-6 | Markets served Group identity - The Saras Group 27
102-7 | Scale of the organization Group identity - The Saras Group 23-25
Our people - Human resources management 49-50
102-8 Information on employees Our people - Human resources management 49-51
and other workers
102-9 | Supply chain Impac_t on the local community - 120-123
Supplier and procurement management
102-10 Significant char)ges to the organisation Methodological note 127
and supply chain
102-11 Precautionary Principle or approach Group identity - The internal control and risk 36-38
management system
102-12 | External initiatives Group identity - The Saras Group 29-30
102-13 | Membership of associations Group identity - The Saras Group 29-30
STRATEGY
102-14 Stat_e_ment from senior Letter to stakeholders 5-6
decision-maker
ETHICS AND INTEGRITY
L Sustainability at Saras - Strategic approach B
102-16 Values, principles, stgndards Group identity - The internal control and risk 15-16
and norms of behavior 36-38
management system

GOVERNANCE

STAKEHOLDER ENGAGEMENT

102-40 | List of stakeholders groups Sustainability at Saras - Saras priorities 18
102-41 | Collective bargaining agreements Our people - Relations with social partners 65
102-42 | Identifying and selecting stakeholders Sustainability at Saras - Saras priorities 17-19
102-43 | Approach to stakeholder engagement Sustainability at Saras - Saras priorities 17-19
102-44 | Key topics and concerns raised Sustainability at Saras - Saras priorities 19-21
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GENERAL STANDARD DISCLOSURES

Standard Disclosure Section / Page nhumber
REPORTING PRACTICE
102-45 E_ntltles included in the Consolidated Methodological note 126-127
Financial Statement
102-46 Defining report content Sustainability at Saras - Saras priorities 17
and topic Boundaries Methodological note 127
102-47 | List of material aspects Sustainability at Saras - Saras priorities 17
102-48 | Restatements of information Methodological note 127
102-49 | Changes in reporting Methodological note 127
102-50 | Reporting period Methodological note 127
102-51 | Date of most recent report Methodological note 127
102-52 | Reporting cycle Methodological note 127
102-53 Contac_t point for questions Back cover
regarding the report
_ Claims of reporting in accordance )
102-54 with the GRI Standards Methodological note 127
102-55 | GRI Content Index GRI Content Index 131-136
102-56 | External assurance Methodological note 139-141
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SPECIFIC STANDARD DISCLOSURE - MATERIAL ASPECTS

DMAs and performance indicators Section / Page number Omissions
o]\[e
MARKET PRESENCE
103-1 S
103-2 Management approach Saras priorities 20, None
103-3 Our people - Human resources management 49
Ratios of standard entry level
202-1 wage by gender compared Our people - Human resources management 56-57 None
to local minimum wage
INDIRECT ECONOMIC IMPACTS
103-1 Saras priorities 20
103-2 Management approach Impact on the local community - Local 115’ None
103-3 community relations
203-2 _Slgnlflcant indirect economic Impact on the local community - Employment n7-118 None
impacts and creation of local value
RO
ENERGY
103-1 Saras priorities
103-2 Management approach Susta?nable energy . 20, None
103-3 Sustainable energy - Energy consumption 67-68
and efficiency
202-1 Er_mer_gy consump_tlor_m Sustaln_al_ale energy - Energy consumption 70-71 None
within the organisation and efficiency
302-3 Energy intensity Sustam_ak_ale energy - Energy consumption 7 None
and efficiency
WATER
103-1 Saras priorities 20,
103-2 Management approach Sustairrbmable ener 67, None
103-3 % 98
303-1 Water withdrawal by source Sustainable energy - Management of water 98-99 None
303-3 Water recycled and reused Sustainable energy - Management of water 98-99 None
EMISSIONS
103-2 Management approach . gy 67, None
Sustainable energy - Greenhouse gases
103-3 . e 77
and air pollutant emissions
305-1 | Direct (Scope 1y GHG emissions | Sustainable energy - Greenhouse gases 80 None
and air pollutant emissions
Nitrogen oxides (NOX), . _
305-7 sulfur oxides (SOX), and other Susta!nable energy - G‘reenhouse gases 78 None
o B S and air pollutant emissions
significant air emissions
EFFLUENTS AND WASTE
103-1 Saras priorities 20,
103-2 Management approach Susta?nable energy 67, None
103-3 Sustainable energy - Management of water 88,
Sustainable energy - Waste and spills 98
306-1 Water d|§ch§rge by quality Sustainable energy - Management of water 100 None
and destination
_ Waste by type ) _ ) _
306-2 and disposal method Sustainable energy - Waste and spills 88-89 None
306-3 Significant spills Sustainable energy - Waste and spills 94 None
306-4 Transport of hazardous waste Sustainable energy - Waste and spills 91-92 None
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DMAs and performance indicators Section / Page number Omissions
. A
EMPLOYMENT
103-1 L
103-2 Management approach Saras priorities 20, None
103-3 Our people - Human resources management 49
401-1 New employee hires Our people - Human resources management 53-54 None
and employee turnover
Benefits provided to
401-2 fuII-t|me_emponees that are Our people - Health and safety, 48,57 None
not provided to temporary Human resources management
or part-time employees
MANAGEMENT RELATIONS
103-1 L
103-2 Management approach Saras priorities 20, None
103-3 Our people - Human resources management 49
402-1 Mlnlmu_m notice perlod Our people - Relations with social partners 65 None
regarding operational changes
OCCUPATIONAL HEALTH AND SAFETY
103-1 L
Saras priorities 20,
18?_% Management approach Our people - Health and safety 45 None
Types of injury and rates
of injury, occupational diseases, 46-47
403-2 lost days, and absenteeism, Our people - Health and safety 55 ’ None
and number of work-related
fatalities
Workers with high incidence
403-3 or high risk of diseases related | Our people - Health and safety 48 None
to their occupation
Health and safety topics
403-4 covered in formal agreements Our people - Health and safety 45 None
with trade unions
TRAINING AND EDUCATION
103-1 L
Saras priorities 20,
183_% Management approach Our people - Training and development 59 None
404-1 Average hours of training Our people - Training and development 60-62 None
per year per employee
LOCAL COMMUNITIES
103-1 Saras priorities 20
103-2 Management approach Impact on the local community - Local 115’ None
103-3 community relations
Operations with local
4131 _commumty engagement, Impact on the Io_cal community - Local 15-116 None
impact assessments and community relations
development programmes
TECHNOLOGICAL INNOVATION
103-1 Saras priorities 20,
103-2 Management approach _p . . . 104- None
103-3 Sustainable energy - Technological innovation 10
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SPECIFIC STANDARD DISCLOSURE - OTHER RELEVANT ASPECTS

DMAs and performance indicators

Section / Page number

Omissions

corruption and action taken

ENVIRONMENT

ECONOMY
PROCUREMENT PRACTICES
103-1 Saras priorities 20
103-2 Management approach Impact on the local community - Supplier 120’ None
103-3 and procurement management
Percentage of spending Impact on the local community - Supplier 122-
204-1 ) None
on local suppliers and procurement management 123
ANTI-CORRUPTION
103-1 L
Saras priorities 20,
}82_% Management approach Group identity - Corruption prevention 42 None
Communication and training
205-2 about anticorruption policies Group identity - Corruption prevention 42 None
and procedures
205-3 Confirmed incidents of Group identity - Corruption prevention 42 None

MATERIALS
103-1 Saras priorities 20
103-2 Management approach Impact on the local community - Supplier 120’ None
103-3 and procurement management
Materials used by weight Impact on the local community - Supplier 120-
301-1 None
or volume and procurement management 121
BIODIVERSITY
103-1 L
103-2 Management approach Saras.pr|or|t|es 20, None
Sustainable energy 102
103-3
Operational sites owned,
leased, managed in,
_ or adjacent to, protected areas . CRimdA . 102-
304-1 and areas of high biodiversity Sustainable energy - Biodiversity 103 None
value outside of protected
areas
ENVIRONMENTAL COMPLIANCE
103-1 Saras priorities 20
103-2 Management approach Group identity - The internal control ’ None
- 36-37
103-3 and risk management system
Non-compliance ) . .
307-1 with environmental laws Group identity - The internal control 37 None

and regulations

and risk management system
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SPECIFIC STANDARD DISCLOSURE - OTHER RELEVANT ASPECTS

DMAs and performance indicators Section / Page number Omissions

SOCIAL

DIVERSITY AND EQUAL OPPORTUNITIES

103-1 Saras priorities 20
103-2 Management approach P ’ None
103-3 Our people - Human resources management 49
Diversity of governance bodies | Group identity - Governance 33
405-1 None
and employees Our people - Human resources management 51-53
NON-DISCRIMINATION
103-1 L
103-2 Management approach Saras priorities 20, None
103-3 Our people - Human resources management 49

406-1 Incidents of_dlscrlmlnatlon Our people - Human resources management 52 None
and corrective action taken

CUSTOMERS HEALTH AND SAFETY

103-1 Saras priorities

103-2 Management approach Group identity - The internal control 20, None
A 36-37
103-3 and risk management system
Incidents of non-compliance
416-2 concernlng.the health Group identity - The internal control 37 None
and safety impacts of products | and risk management system
and services
SOCIO-ECONOMIC COMPLIANCE
103-1 Saras priorities 20
103-2 Management approach Group identity - The internal control ) None
- 36-37
103-3 and risk management system
Non-compliance with laws ) . .
419-1 and regulations in the social Group identity - The internal control 37 None

and risk management system

and economic area
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Report by the indipendent audit firm on the Sustainability Report

EY S.p.A. Tel: +39 02 722121
Via Meravigli, 12 Fax: +39 02 722122037
20123 Milano ey.com

Building a better
working world

Independent auditors’ report on the consolidated disclosure of non-
financial information in accordance with Article 3, par. 10, of
Legislative Decree 254/2016 and with Article 5 of CONSOB
Regulation adopted with Resolution n. 20267 of January 18, 2018

(Translation from the original Italian text)

To the Board of Directors of
Saras S.p.A.

We have been appointed to perform a limited assurance engagement pursuant to Article 3,
paragraph 10, of Legislative Decree 30 December 2016, n. 254 (hereinafter "Decree") and article 5
of CONSOB Regulation adopted with Resolution 20267/2018, on the consolidated disclosure of non-
financial information of Saras S.p.A. and its subsidiaries (hereinafter the "Group") for the year ended
on December 31, 2019 in accordance with article 4 of the Decree and approved by the Board of
Directors on March 2, 2020 (hereinafter "DNF").

Responsibilities of Directors and Board of Statutory Auditors for the DNF

The Directors are responsible for the preparation of the DNF in accordance with the requirements of
articles 3 and 4 of the Decree and the "“Global Reporting Initiative Sustainability Reporting
Standards” defined in 2016 by GRI - Global Reporting Initiative (hereinafter “GRI Standards"),
identified by them as a reporting standard.

The Directors are also responsible, within the terms provided by law, for that part of internal control
that they consider necessary in order to allow the preparation of the DNF that is free from material
misstatements caused by fraud or not intentional behaviors or events.

The Directors are also responsible for identifying the contents of the DNF within the matters
mentioned in article 3, par. 1, of the Decree, considering the business and the characteristics of the
Group and to the extent deemed necessary to ensure the understanding of the Group's business, its
performance, its results and its impact.

The Directors are also responsible for defining the Group's management and organization business
model, as well as with reference to the matters identified and reported in the DNF, for the policies
applied by the Group and for identifying and managing the risks generated or incurred by the Group.

The Board of Statutory Auditors is responsible, within the terms provided by the law, for overseeing
the compliance with the requirements of the Decree.

Auditors’ independence and quality control

We are independent in accordance with the ethics and independence principles of the Code of Ethics
for Professional Accountants issued by the International Ethics Standards Board for Accountants,
based on fundamental principles of integrity, objectivity, professional competence and diligence,
confidentiality and professional behavior. Our audit firm applies the International Standard on
Quality Control 1 (ISQC Italia 1) and, as a result, maintains a quality control system that includes
documented policies and procedures regarding compliance with ethical requirements, professional
standards and applicable laws and regulations.

EYSpA
Sede Legale: Via Lombardia, 31 - 00187 Roma

Capitale Sociale Euro 2.525.000,00 i.v

Iscritta alla S.0. del Registro delle Imprese presso la C.C.LAA. di Roma

Codice fiscale e numero di iscrizione 00434000584 - numero R.E.A. 250904

P.IVA 00891231003

Iscritta al Registro Revisori Legali al n. 70945 Pubblicato sulla G.U. Suppl. 13 - IV Serie Speciale del 17/2/1998
Iscritta all’Albo Speciale delle societa di revisione

Consob al progressivo n. 2 delibera n.10831 del 16/7/1997

A member firm of Ernst & Young Global Limited

139




Saras - Sustainability Report 2019

EY

Building a better
working world

Auditors’ responsibility

It is our responsibility to express, on the basis of the procedures performed, a conclusion about the
compliance of the DNF with the requirements of the Decree and of the GRI Standards. Our work has
been performed in accordance with the principle of "International Standard on Assurance
Engagements ISAE 3000 (Revised) - Assurance Engagements Other than Audits or Reviews of
Historical Financial Information" (hereinafter "ISAE 3000 Revised"), issued by the International
Auditing and Assurance Standards Board (IAASB) for limited assurance engagements. This principle
requires the planning and execution of work in order to obtain a limited assurance that the DNF is
free from material misstatements. Therefore, the extent of work performed in our examination was
lower than that required for a full examination according to the ISAE 3000 Revised ("reasonable
assurance engagement") and, hence, it does not provide assurance that we have become aware of
all significant matters and events that would be identified during a reasonable assurance
engagement.

The procedures performed on the DNF were based on our professional judgment and included
inquiries, primarily with company’s personnel responsible for the preparation of the information
included in the DNF, documents analysis, recalculations and other procedures in order to obtain
evidences considered appropriate.

In particular, we have performed the following procedures:

1. analysis of the relevant matters in relation to the activities and characteristics of the Group
reported in the DNF, in order to assess the reasonableness of the selection process applied in
accordance with the provisions of article 3 of the Decree and considering the reporting
standard applied;

2. analysis and evaluation of the criteria for identifying the consolidation area, in order to
evaluate its compliance with the provisions of the Decree;

3. comparison of the economic and financial data and information included in the DNF with those
included in Saras Group's consolidated financial statements;

4. understanding of the following aspects:

o  Group's management and organization business model, with reference to the
management of the matters indicated in the article 3 of the Decree;

o policies adopted by the Group related to the matters indicated in the article 3 of the
Decree, results achieved and related key performance indicators;

o main risks, generated or suffered related to the matters indicated in the article 3 of the
Decree.

With regard to these aspects, we obtained the documentation supporting the information
contained in the DNF and performed the procedures described in item 5. a) below

5. understanding of the processes that lead to the generation, detection and management of
significant qualitative and quantitative information included in the DNF.
In particular, we have conducted interviews and discussions with the management of Saras
S.p.A. and with the personnel of Sarlux S.r.l. and Sartec S.r.l. and we have performed limited
documentary evidence procedures, in order to collect information about the processes and
procedures that support the collection, aggregation, processing and transmission of non-
financial data and information to the management responsible for the preparation of the DNF.
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Furthermore, for significant information, considering the Group activities and characteristics:

- at Group level

a) with reference to the qualitative information included in the DNF, and in particular
to the business model, policies implemented and main risks, we carried out
inquiries and acquired supporting documentation to verify its consistency with the
available evidence;

b) with reference to quantitative information, we have performed both analytical
procedures and limited assurance procedures to ascertain on a sample basis the
correct aggregation of data.

- for Sarroch refinery of the subsidiary Sarlux S.r.l. and for Macchiareddu laboratories of
the subsidiary Sartec S.r.l., that we have selected based on their activities, relevance to
the consolidated performance indicators and location, we have carried out site visits
during which we have had discussions with management and have obtained evidence
about the appropriate application of the procedures and the calculation methods used
to determine the indicators.

Conclusions

Based on the procedures performed, nothing has come to our attention that causes us to believe
that the DNF of the Saras Group for the year ended on December 31, 2019 has not been prepared,
in all material aspects, in accordance with the requirements of articles 3 and 4 of the Decree and the
GRI Standards.

Milan, March 18, 2020

EY S.p.A.
Signed by: Alberto Romeo (Auditor)

This report has been translated into the English language solely for the convenience of international
readers.
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