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Welcome

Operator

Good afternoon, this is the Chorus Call conferemperator. Welcome and thank you for joining the
Saras full year 2018 and Fourth Quarter 2018 resultl business plan 2019 to 2022 conference call. A
a reminder, all participants are in listen-only rapAfter the presentation, there will be an oppatiu

to ask questions. Should anyone need assistanceydine conference call, they may signal an operato
by pressing star and zero on their telephone. istttme, | would like to turn the conference oveiMs.
Francesca Pezzoli, Head of Investor and Media Rekbf Saras. Please go ahead, Madam.

Francesca Pezzoli
Head of Investor and Media Relations, Saras

Yes, good afternoon, ladies and gentlemen, andtizan for joining us today for this conference call
on Saras' full year and Fourth Quarter 2018 resastsvell as the business plan for the period 222,

| would like to draw your attention to the fact thilae analyst presentation is available on our viebs
both on the homepage and the section dedicatenégtor relations.

Our agenda today will cover the results and théness plan. So Mr. Dario Scaffardi, CEO and General
Manager of the Saras Group, will start with thehhights of the period, followed by a detailed ravie
of the results of each business unit. Subsequedyio will illustrate the outlook for 2019 and the
business plan for the period 2019-22. And, finalwg, will take your questions.

At this time, | would like to hand over to Dario.
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Dario Scaffardi
CEO & General Manager, Saras

Highlights

Thank you, Francesca, and thanks to Franco Bal§¢@f0) who is here with me. Thank you very much
for joining us here today. We have a little bitaolbong presentation to go through.

First of all, the results of the full year and 04.Q2018 has been a strange year; it has beenrictdey
lower average refining margins compared to the iptesvyear, to higher average and very volatile oil
prices during the year that have touched two exseaf the last three or four years, moving fromuibo
$85 on the top end, then going down to $55 on tio end for Brent. Refined products demand has
remained extremely strong, and crude oil availgbitias been abundant, but it has definitely been
affected by political turmoil; the Venezuela ananiproblems certainly have influenced greatly tteep
and the availability of different types of qualdy crude oils.

Coming to Saras’ numbers, our comparable EBITDA heen €365 million for the full year of 2018,
and these lower results compared to the previoas g mainly due to the refining segment, that has
been instead mitigated partially by the very stroagults that have been posted by the marketing
segment, and when we review the segment we’ll goariittle bit more detail on the reasons of tkis.

a quarterly basis, the EBITDA has been €92 milljast slightly down compared to the same quarter of
previous year.

Overall, the comparable net results or the netifgnas been positive in the quarter; 73 againshbion

of euro, while it's had a 40% reduction based om fil year. Of course, last year was influenced
adversely by a depreciation of the inventory, duhé sharp drop in oil prices in the very last pathe
year. We're very proud of our net financial positithat, notwithstanding the challenges, is posiéad

is almost 50 million Euros.

| would say that the crack spreads, particularé/dhes relative to diesel, have shown a steadgaser

in value, as we had anticipated before, and thikiesto the changes in the market, the IMO. We have
always taken a prudent approach to the effects@f but I'm very pleased to say that if we just lcatk

the future graphs of these days in 2024, the cspoad exceeds $20 per barrel, which is an enormous
improvement compared just to the numbers from gleoof months ago. So | would say that the
optimism, the market on diesel cracks, has returned

A totally different picture on gasoline, but | wddike to use a saying by Mark Twain that said, éTh
report of my death was greatly exaggerated.” Jusiuple of months ago, people were asking us what
we were going to do since there was no demanddeolme, and gasoline was in negative territory,
which was of course unprecedented, but | wouldadsty unreasonable. And in the last couple of weeks,
gasoline has shown a sharp rebound and we aratstiisatisfactory levels, because today the dsack
between $4 and $5 per barrel, but it's a lot bétten -2 $/bl.
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In terms of the overall market, | would say that thost significant effect is, of course, the avaliity,

and subsequently the prices, of sour crudes. Ibbosiness plans, we had always anticipated thevédwo
be a decline, a gradual decline, in the valuetiede crudes, and to be honest, exactly the oppusste
happened, and this is due basically to two maisaes. First of all, the effect of a drop in demamd
high-sulphur fuel oil has not really materialisedhe market yet. We expect the full effect of O
regulations to come into force between the endefsummer and the first months of the post-summer
months, basically, so an increasing trend betwesy td the end of the year, first of all. It hasn’t
materialised yet.

And, of course, we had this unaccountable and wepented combined effect between Iran and
Venezuela, which has removed at least between 3 anitlion barrels a day of heavy sour crude from
the market, and the impact is very strong. If, @m of this, you sum the effect of the new crudesfr
the USA, so a lot of light crude that is being potthe market, and OPEC is trying to counter tead

by removing further crude from the market, and teisiove heavy crude, | would estimate at least 4
million barrels of heavy sour which are missingd avhich of course are affecting prices. And | would
say that one of the first things one could looksathe value of Ural as a proxy for the heavy-light
differential, which through the course of 2018 ne¥w®m -1.6 to -0.3. So, a huge appreciation iugal
that negatively affects margins of crude to anmixte

Also surprising is the very, very strong performaraf low-sulphur fuel oil, which again is not
necessarily linked to the IMO. We are looking wéthot of interest in what is going to happen on the
very low-sulphur fuel oils of the 0.5 material, whias we will explain later on in our business plan
we’re getting ready to produce.

All this is reflected in our standard refining goolwer generation margins. The EMC started the gear
a 1.7 and increased to Q2 and Q3 on the back @figstlemand for oil products, and I'll say again it
decreased in the last quarter due to the dismé&noesnce of the gasoline and the strength of the so
crudes. As Saras, we have moved from adding abbin ghe First Quarter, which was a quarter aéfdct
by strong maintenance, and moved into a highetdeyrat 2.8, around the two subsequent quartexs, a
then it stood back at 1.8 in the last quarter dué¢ overall market and also to the outages tieahad

in our refinery due to the fires that affected plant at the end of September and created soméysupp
disruptions in the subsequent months.

Segment Reviews

1. Refining

If we go now into the various sectors, first ofsirting with refining, we had, on a full-year isasower
runs compared to last year’'s crude, so we had abd@t reduction in crude runs, which were at about
98-point-something, almost 99 million barrels, camgul to 103 million in 2017. This was partiallysst

by higher runs on complementary feedstocks, whiutreased by about 30-40 thousand tonnes,
compared to full year of 2017. The effects on #fenmg margin were basically what we outlined vefo
higher oil prices, higher prices of sour crudesl arweak gasoline, in particular in the very lastrger
and the first quarter of the year, which was oftgea strong performance by the middle distillaetar.
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On the quarter, instead, this quarter was affelcyea| of the items that | just said before. On &dhis,

of course, there was the outcome due to the fingclwcreated a certain number of supply disruptions
Also, | will say there’s a negative effect due tghter electricity, higher C&costs, and a hydrogen cost
which has been higher because it’s linked diretctlithe price of energy.

If we look at our crude oil slate and our oil protuproduction, the overall slate from 2017 to 2018
hasn’t changed very much. We disclose these détaaora yearly basis because it's not really sigaiit

to concentrate on a quarter. Our average API has 8&.7, so outlining the fact that we blend vegltl
with very heavy material. We have increased thetajuof heavy sour or heavy sweet also,
notwithstanding the difficulties in obtaining thes®terials, but this has materialised more in e/ v
last part of the year, and we try to reduce the¢agobmedium sour, which is the less profitable agst
the various types of crude oil that we're able perate.

On the products, we show an increase in percerdageth middle and light distillate, and a sharp
decrease of fuel oil, which shows that basicaliyhaigh we had less runs in terms of crude, the
incremental runs tend to produce more fuel oitth@damage that we have from the incremental crude
runs is less pronounced. Also, we try to maximigegroduction of TAR, which is the feedstock that w
use for our power generation unit, and which we talk about shortly.

In terms of fixed and variable costs, they aredadli in line with the previous year and for thedance
that we have provided. If we look at the variabbests, they were higher mainly due to electricity,
hydrogen, and CPunit prices. Also, we have increased consumptibrcatalysts because we are
changing the type of catalysts we are using inroi@eun more challenging crudes. And these catslys
are more expensive, of course.

2. Power Generation

If we look at the power generation segment, we'ad Bn outstanding year. We have almost matched
our record in terms of power production; we hawehed 4.36 TW, which is about 7% more than the
previous year. This is also higher than our budgetause one of the things that we have beenable t
apply to our power generation unit is all the ati#g that we are doing in our digital drive. Amoting
activities in the digital drive is predicted mainéace, something that we have talked about margstim
and for the first time we have applied this on gasifiers. One of the gasifiers was due to shutrdiow
October, and the data coming from the analysis sdavat the performance was still positive, so we
decided to postpone - contrary to what was the comaustom - the maintenance until January, and
we're very pleased that the gasifier performedeguly up until the moment it was stopped. So thig i
very, very positive sign on our digital program,igthis working very satisfactorily.

The unit price, also, for electricity has been ghitgher in 2018 compared to 2017, almost oneroeng

by kilowatt, so it was 11% increased, and powergmarvas thus $3.8 per barrel, compared to $3.3 Thi
so-called margin is not an appropriate metric beeave are mixing crude runs in barrels with eletiri
production but we like to show it as a proxy.

If we look at power generation, the fixed costsevemwer in 2018 compared to 2017, mainly due to a
lighter maintenance cycle and to very good opeggigrformance, which was able to achieve signitican
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reductions in costs. The variable costs are invitk unit electricity prices; C&is the same before and
now the same feedstocks, so that was higher.

3. Marketing

And then if we go to the marketing sector, this basn a bright spot. There’s significant increase
compared to the same period of last year, whichbleas driven by various factors. Demand growth,
both in Italy and in Spain where we have our atiéigiconcentrated, but mainly, | would say, a highe
focus on productive channels for sale. So althandtaly, for instance, we have slightly lower sala
terms of tonnes, we have achieved much higher mgrgihile in Spain we have achieved higher sales
at similar sorts of levels. So this has been drhveth by the way we operate, by our client base,adso

by a market that is showing some signs of improving

During last year we have finalised the sale of genvice station network in Spain. This has been an
important agreement, which has been signed witinaapy oil company. There are still some very minor
details which need to be finalised, so we are ¢ g0 announce right now the full details of this
transaction, although without working capital, waé sold the service stations for €35 million, ared
hope that in the forthcoming months we will be atdegive full disclosure to this operation, which
enables us to focus on our core business, whiairgng.

4. \Wind Power

On the wind segment, overall electricity productl@as been very much in line with that of 2017. The
returns, of course, are much lower, because dtinmgourse of 2018 the various incentives that age h
in the wind segment have expired. So wind condstibave been similar, but with the expiration of the
incentives we are providing at our average powrredn lItaly, which, by the way, has increased. So
today it's almost in the range of €60 per megawatt.

5. Others

The last segment is others; this basically incluaedechnology company, which is called Sartedcivh
has posted some interesting results. Basically thiéiyear results are in line with that of theegrous
year, but they have been able to diversify theitfptio structure, moving from very much based ba t
mother company to a significant share which is led by outside activities.

Outlook

If we go into the outlook for 2019, we maintain quevious constructive view on the market. During
the course of 2018, we will have the full effectlO, which is already showing in the diesel spread
which is at a very high level.

In 2019, we will have a rather robust maintenarnyde; which has been concentrated in the first pfart
the year, particularly the First Quarter, and #fenery coming out of a large maintenance cycleinwng
particularly the gasoline plants, so the reforrties,catalytic cracker, and all these plants thatipce a

lot of gasoline will put under maintenance in thistfpart of the year; that means that we readrtheket
accurately and now that the cracks are improvirggare able to supply again gasoline to the mariet a
start the summer season, which is looking posifiVeere’s an increase in demand of oil by almost 1.5

5
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million barrels per day, so all in all, our outloskpositive. We have anticipated an EMC benchnoérk
something between $3 and $3.5 per barrel, and pectxo be able to add to this something like $2.4
$2.8 per barrel net of maintenance. Crude oil aregyoing to be affected mainly in the First Quaids

| said, in which we are concentrating the majootyur maintenance of the year. And also, one ef th
gasifiers, the one that | mentioned before, has Ipe under maintenance, so this is the reasonwehy
have a little bit less power production in the Hpsiarter compared to the others.

Business Plan

The business plan that we have presented to thelBoa continuation of our previous plans, whioh a
concentrated on maintaining our strong positiorefining our excellence in terms of know-how insthi
sector, trying to grab all the opportunities thasefrom the market and maintaining the equipntieatt

we have in optimal conditions, without any largemnevestment projects. So basically, it's conceetla
on maintaining the investments related to keephwg filants as state-of-the-art, as improving cost-
efficiency, improving HSE, improving energy usedaapplying the digital initiatives that we have put
in place.

What are we planning to do? Our plan is relativ@iyiple, and it's been consistent through the years.
First of all, we expect the diesel crack to incegsaand this is supported by all the forward market
scenarios in this moment. We expect the crackifgir-sulphur fuel oil to increase, and we expectyv
strong price for the very low-sulphur fuel oil, whiwill start to be marketed towards the end ofytear.

We expect it to be very similar to diesel.

Of course, all these expectations mean that thd&ehas very fragmented. It's, as usual, extremely
difficult to make meaningful predictions, whichase of the reasons why we try to be very lean ang v
concentrated. At the same time, we are expectundeadifferentials to increase their discounts carega

to Brent. Of course, today, this is something campbd say given the current situation, in whictls tas
moved in exactly the opposite way. But still, weimtain that over the medium term and we always look
at a long cycle; this is the only possible scenakie are blessed on the fact that we do not negthie

any complex conversion investment to face the sdoaour safety and HSE record is impeccable, and
again, we are doing everything to maintain in toppe our refinery, so we expect there’s going ta be
widening in the difference between deep conversioth sophisticated refineries such as our, and the
others in this part of the world.

Again, we are strongly based on our model, whiateistred on supply chain, on flexibility, on pugin
together a strong capability in the trading envin@mt, since this is so important to the overall kagr
but at the same time, maintaining operational afetg excellence.

A very interesting project that we are about tantduis a bunker project. Bunker is the fuel whigsh i
used by vessels. We are able— we will be able Hgtuao produce the new fuel, this very low-sulphur
fuel oil, which has a maximum sulphur content &, @nd we will obtain this with the existing planst

by blending the various streams that we have angbenehanging slightly certain types of crude that w
buy. Saras’ refinery in the centre of the Mediteean is ideally located to market this product, alsd

we will start our own commercial activities, sohaligh we are able and we do already produce bunker
fuels—we sell them to other operators—we will stant own operators, so selling to the vesselsdhlat
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to the port of Cagliari, which currently does natvh facilities for bunkering of vessels, while both
Cagliari and other ports of Sardinia, are very baisg to the traffic by vessels.

We have limited investments in this project, soltaedware that we need to affect within the refjrier
modest. We will lease or purchase one or two ligihgevessels. These are vessels that will loadum o
terminal and then load the various ships cominthéarea. As always, we will apply our approach or
our commercial expertise to this new business. MKk it slowly and carefully, of course. Whenever
you enter a new business, it seems simple, theugdearstand the pitfalls going along the way, bet w
are very optimistic on the fact that not only isthoing to be a way to market our very low-sulpfus

oil, but also to gain access to what we believgoiag to be a lucrative market.

In this slide, we summarise the main assumption®do business plan, so we have just taken values
assumed by world—market leaders in terms of theegbf the various products, taking the more pruden
approach rather than the more extreme approalimk we’ve been extremely prudent in the assumption
of electricity prices, which, contrary to what issamed, are continuously increasing, at leastaiy. It
Refinery runs in this period will remain more osdeconstant, and we believe that as soon as taisit
clears, hopefully, in those countries that are poorty heavy crudes, this will create a further opyoaty.

We will have some important maintenance in 2019202D. Of 2019 we already talked about. In 2020
we will basically perform the maintenance of thieastpart of the refinery, which has not been penfxt

in this quarter, so basically we are going to oaetlour FCC unit, which is something which happens
roughly every six years. And then after that, tinery will be able to run in full-speed until 2D2n
2021, when we will have the expiration of the irtogsed tariff on which we sell electricity, we Wil
perform the ten-year turnaround. Every ten ye&s)&CC plant needs to be overhauled, particularly
the accessory parts—the ones that purify gasegartlice hydrogen—in order to put it in place, in
order to run until 2031. We estimate our fixed sdstbe in the range of €350-360 million per yaar,
has been the custom, and we have a cost-reductigngo which is in use to produce positive results.

CAPEX Plan

The CAPEX plan is front-loaded, so the bulk of @&PEX is going to be performed in this year and it
will slowly decrease and find an average valuefif?l going forward. So the CAPEX plan are basically
linked to asset reliability, HSE, and power recguafation, in order to face the new situation in 202
We also have €30 million invested our windfarmwdnich we are adding six towers in order to produce
30 MW more of power, and we are also looking irite possibility of revamping the blades on our
existing windfarm, taking advantage of a new regoihain the Italian power law, but which has not ye
been approved by the Italian government, so itty likely, but until we see it in black and whitee

will not take any initiatives.

Digital; I think | mentioned before the very posgéieffect on our reliability program with the gasittion
unit, which from an industrial point of view waseonf the pilot projects and has performed very well
We are doing the same thing on all the main ragatmachineries, let’s say, which are the ones tloaem
easily are adapted to this type of predictive agialyAnd then we are starting to apply this conacapt
process control, which is another area which iseex¢ély promising in terms of financial results tiat
can give in terms of the way in which the plants managed.
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Here we give some guidance on the profitabilitgrtetg first of all with the EMC benchmark, which i
derived exclusively from those numbers that we stbefore, on top of which we should add Saras’
premium net of maintenance, which we expect toigkdst in 2020 because of IMO. In 2021 we will
change our structure, because we are going topocate the power segment directly into the refining
segment, so this is the reason for the higher prexyso we will not record it as a separate EBITD&L,

it will just be integrated into one single margiie expect to be able to consolidate the curreritipes
results of the marketing sector and the wind witirease, taking into account the new capacity wisich
going to become operational towards the end of&ae.

One of the things that we're often asked is our @3slant, our gasifier, post-2021, when the incesdist
tariff is going to expire. This plant is very difent from other plants that have been built inyltathich
have been built separate from the refinery, outsfdeoth of the refineries, physically, but alseyduld
say, outside conceptually from the way in whicls thliant is integrated in the overall productionleyc
Our plant is inside the refinery physically, and ihside the refinery model. So the way to looloat
refinery is basically as a high-production refinampich as one of its products has electricityras@tput
instead of having the usual slate of oil produé¥e. expect that the increase in price of dieselilogpk
forward and the increase in discount of the heauges, which the gasifier is ideally suited to dmgt
to contribute to a very positive result of thisrgla

One thing that is worthwhile to underline is that wxpect that the markets will have available of a
certain amount of high-sulphur fuel oil that weilive difficulty finding an appropriate home, onerteo
can be our gasifier, of course, because fuel aillma burned in the gasifier once we’'ve extracted th
light products from it through our Toppings and wam units. The residue can be fed to this, soishis
all the market that will need to be explored agevelops. Right now, it's difficult to make somenti
views going forward. Our firm view is that this tiis crucial and it will maintain its positive caittution

to our group.

On these other sources and use of cash, | wilFeskco to help me on this.

Franco Balsamo
Chief Financial Officer, Saras

Financials

The cumulated projection in terms of cash from apens are between €2.1 and €2.2 Euro bn in the nex
four years. The use of this liquidity will be mairibr investment, in order to keep state-of-thepéats,

to update operational and technological leadeiishiipe long term, so it's one of the largest inuesnts

of the most recent years into the company.

Taxes are mainly represented within the amounutfaws of €510 million. The working capital is not
material, due to our commercial activity that tlie®perate with a very balanced working capitat th
an expense that is in line with the existing neaficial position that in this case will be increhsger
the year, so it’s in a range of €12 million perryea
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Finally, the cash flow generated by the businessphall the other outflows, should be in the oegi
between €750-850 million. Most of the liquidity Wile generated in the years 2021-2022. The yed& 201
will be, in terms of cash flow generations, loweaut in the final part of the period. This liquidityll be
mainly utilised in order to pay dividends, in lingth our strategy. As you see also this year, thard
has approved the dividend for 8 cents for shar@srépresent the higher part of the dividend policgt

at the time being is very close to 60%, (the maxmbevel of the dividend policy bracket) and thatreno
or less is a dividend yield of 4.5 - 4.6%.

Francesca Pezzoli
Head of Investor and Media Relations, Saras

So we have now finished and we are ready to take goestions, thank you.

Questions and Answers

Operator

Excuse me, this is the Chorus Call conference epenr&/e will now begin the question and answer
session. Anyone who wishes to ask a question nmesspstar and one on their touchtone telephone. To
remove yourself from the question queue, pleasestar and two. Please pick up the receiver when
asking questions. Anyone with a question may psessand one at this time. The first questionosfr
Alessandro Pozzi with Mediobanca. Please go ahead.

Alessandro Pozzi — Mediobanca

Thank you for taking my question. | have two. | wasndering if you can clarify how exactly you are
getting ready for the IMO 2020 in terms of reducthg sulphur content in the fuel oil. Is it maisly it
changes slate, or is it changing how the proddatg ihto the refinery at the different stages? Thtte
first one.

And on the second one, | believe you are assuminmigteer premium to the EMC compared to what

we’ve seen in Q4. I'm just wondering if you can rbaygive us an update on the premium that you're
seeing in Q1 and what you're seeing that is gomghtange in the second half of 2018. Is it just a
minimum version or do you expect it's the IMO effear do you make assumptions on whether some
volumes of heavy sour are coming back to the markeank you.

Dario Scaffardi

Thank you for the question, Alessandro. So on tégy Yow-sulphur fuel oil production, we have a
production of about—on any given year, we produetgvben 700 and a million tonnes of fuel oil. This

fuel oil is a mix between high-sulphur, medium-$ulp and low-sulphur, and of course, we try to make
9
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product which is marketable. At the moment, the gnardes are 1% and 3.5%. We will be able to produce
this 0.5% through the use of some other stuff Wwehave within the refinery, by using what is offie o
the bottoms of the FCC unit, which has always hmmrsidered a by-product, and now is a very crucial
product because it's going to comply fully with MO specs, actually it's going to be much betéerd
there was also going to be a slight shift in crgdalities, of course. So the incremental crude tihieay
could be either high-sulphur or low-sulphur, tonoarrwill be more low-sulphur once we’ve satisfied
our diet of heavy crudes to maximise throughputulgh the gasification unit.

There is no investment in hardware; there are Sowestments in tank allocation and minor stuff tisat
not worth talking about. And then there are somestments in people, and vessels, and in setup of
office operations in order to follow what is a vérggmented market.

And the other question you had was relative toBNEC. The EMC, on the First Quarter, does not look
particularly encouraging, of course. We startedyiwr with the EMC at zero. In February, it imprdye
and in March it’s looking a lot healthier. Our prieim, of course, in the First Quarter, will be negaly
affected by the intense refinery maintenance ttewvevhad.

Alessandro Pozzi — Mediobanca

Thank you.

Operator

The next question is from Henri Patricot at UB&d3k go ahead.
Henri Patricot — UBS

Yes, hi everyone. Thank you for the presentatidmave three questions, please. The first one, en th
Fourth Quarter results, can you breach betweerdhgarable EBITDA of 46 to the comparable net
income of 74, what's going on between the two? Armeh secondly, on what you're saying about being
conservative, but seemed quite an interesting dpedhe Fourth Quarter, whether you’ve been heggin
some of the crack spreads. And lastly, if you care gs some indication of the crude differentiatth
you use in your business plan forecast. Thank you.

Dario Scaffardi
Thank you, Henri. Maybe we’ll start off with Franoa that.
Franco Balsamo

As far as that first question is concerned, if gouto page 28 of our presentation, there is thebgapeen
reported and comparable figures. So looking atBBETDA levels, we have €75 million of gains and
losses, in this case losses, on inventory. Thasfactor of the average oil price increase oveptréod,

10
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because we have $54 in the full year of 2017, agairv1 dollar in full year 2018, so this created t
negative effect.

We have about €60 million of non-recovering itethgs mainly the combination of two different facts
one is related to the provisions for €22 millioglated to the free allocation of GQuotas due to an old
dispute on the North Plant for the period 2015 20#l7. So we have requested the new allocations to
Italian and European commissions; we are still etipg the approval, but in this case, this has geed

a gap of quota equal, as discussed, to €22 millioaddition, we have one write-off of receivables

€29 million, this following the decision of the Quuil of State in November of this year, that redbte

the expected reimburse of Green Certificates pwadhaetween 2011 and 2013, and we have written off
€29 million. This is not a cash out for the company

Finally, we have the positive effect on the realissd unrealised hedging on commodities and the
foreign exchange, that balance, of course, the einpa the EBITDA. In terms of net income, we have
moved from €140 million of net results in reportemtounts to €133 million that is made the sameceffe
that | have discussed before, net of our tax ratio.

Dario Scaffardi

Henri, you were asking before about hedging oflcsgreads. Well, the short answer is no. As a polic
we do hedge but we hedge on short-term in orderaoage short-term price risk. We don’t take long-
term views on the market. This does not mean tleamight not do something in the future, but since
our variables are linked to so many different fest@ could actually be a risk to take an absoligsv

on the crack spread. Our economics is not necgs$inkied only to the crack spread. It's linkeddo
variety of things: the prices of crude, the abslptice, the relative price, the value of the dédfe
cracks. So through experience, we've always seahnitth extremely complex to forecast the refinery
margin and, particularly, to hedge it. The diffezens we're taking a speculative view. Now, if tigh
now, as a trader | look at the forward crack at $2@ight be worthwhile to sell it. But then oretbther
hand, it might just go higher. So this is not rgalr policy, to take speculative views, if not emall
quantities, very small quantities.

In terms of crude differentials, | think your questis a very good question, a very valid one.dt® of

the extreme variables that we do have. If | jusklat Urals, as | said before, today it's in thega of
being almost neutral to date, and its beginningeafr is 1.8. We consider the beginning of the ysar
being a more normal scenario, so looking forwardpsgected numbers that were sort of averages
between 2017 and 2018, rather than what is hapgeémithis moment, which | must agree is very, very
different, of course.

Henri Patricot — UBS

Okay, thank you.
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Operator
The next question is from Alex Jones with Bank ofi&ica. Please go ahead.
Alex Jones — Bank of America

Thank you for the presentation. Two questions froe please. The first is following up on that crude
differentials question. So for 2020, just to charifyou’re assuming Brent Euros or other crude
differentials broadly in line with 2017 at 18, ratlthan even wider, as some might expect, duego th
IMO regulation?

And then the second question is on cash allocaliave look at the kind of cash flow bridge watdirfa
chart you've provided, it looks like a lot of axale liquidity over the next four years that clgason’t
all be paid out of dividends, and you're alreadwinet cash position, so if you can kind of outlosv
you think about allocating that cash flow, that webloe brilliant. Thank you.

Dario Scaffardi

The crude differential, yes, we are taking a motglent attitude and a less aggressive attitude acsdp

to others. Through experience | would say that veeyy strong discounts on heavy crudes are unlikel
and unsustainable in the long term, because theredtes a huge incentive to build deep conversion
units. So itis true that in the past we've seen$h -10 $/bl on certain heavy crudes; we argrmecting

that because we don't think that that is sustasmabkhe long term. It might happen in the shomtnte
but in the long term it’'s not really sustainableyain, | don’t believe that a number like -2, -3lwavy
crudes is likely sustainable in the absence oftipalifactors such as we have today. So sometimng i
between would seem much more reasonable.

In terms of cash allocation, | think also this igeay good question. First of all, having cash great
problem to have. Again, we are taking a little dfita look-and-see attitude, because | think that th
change that we are facing in the market is so latigfee moment that nobody can really predict tiie fu
outcome. We go from an incredible positive, corddive picture for refiners like us, to others who
instead have a slightly more negative view, thigkimat the effects of IMO will be less pronounced a
the market will rapidly reassess. So we have decisiace we have a portfolio of things that we rhigh
be in a position to enact if we feel that the madanditions are such that we feel that we can @sep
to our investors making new investments in hardwaré this will not be the case, we will find éfent
ways.

Alex Jones — Bank of America

Alright, thank you.
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Dario Scaffardi

You're welcome.

Operator

The next question is from Thomas Adolff with Creflitisse. Please go ahead.
Thomas Adolff — Credit Suisse

Good afternoon. Three questions for me as welktliirthis is a very simple one. Could you comment
on the EBITDA contribution in 2018 from your seristations in Spain, which you're selling? And then
secondly, just on the 2019 refining margin guidaricere is a decent uplift year-on-year. | understa
margins yet today have been weak but are recovéastghanks to maintenance. | wondered if you can
split the picture between 1H and 2H, just to uniderd what you expect in terms of the margin evoluti
as 2019 progresses. And then finally, just a gaesin U.S. shale oil. As exports of that crude io&s

to pick up, | wondered whether you have tested gbate oil and your blend yet, and if so, whetlaar y
like this time. Thank you.

Dario Scaffardi

Well, let’s start with the last question. We haweb one of the first companies to run North America
crude in Europe, many years ago with Canadian siustewe are well aware of all the various qualitie
Up to now, we enjoy the situation in which we havany alternative crudes available on our doorstep,
meaning all the former Soviet Union, Libya, Northriéa, so generally, American crudes are
uncompetitive in terms of price with these gradesxpect this situation to probably change overtim
in the sense that we see American producers begdngreasingly aggressive in their pricing stragsgi
but at least for the time being it's not been caneet for us, but this, as we explained many timess,
run our refinery as a marketing venture, so we’eeahnant refiners. We take whatever is most convénie
or that we deem most convenient in the specific smnmn time. And up to now, U.S. crudes have not
been the case for us, but just on the basis of awddabilities of alternative grades.

Again, if we talk about margins between first hafithe year, second half of the year, | think @19
is really going to be the threshold between twaqybiferent scenarios, so one is what is pre-IM@ an
one is a post-IMO. Exactly when this divide is gpto happen, | don’t know, but I think more or less
toward mid part of the year, so | expect the fialf to be less buoyant in terms of margins, algiowe
are seeing a surprising pickup in this period th@tody had anticipated, and | expect a pretty gtron
second part of the year, when all the various dpesavill scramble to fulfil their IMO needs, ants@a
in which we will have maybe a little bit of a cleaunderstanding on how the market is going to move

Have | left anything out on your questions?
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Dario Scaffardi
Ah, yes.
Franco Balsamo

There was the issue of our retail business in Spaithe EBITDA overall driven by these activitiss
about three million.

Thomas Adolff — Credit Suisse

Three million, you said?

Franco Balsamo

Yes, three.

Thomas Adolff — Credit Suisse

Thank you. Thank you very much.

Operator

The next question is from Josh Stone with Barcl&ysase go ahead.
Josh Stone — Barclays

Thank you. Good afternoon. I've got two questiopgase. First, just following up on the crude
differentials, you mentioned there are very nargpreads in the First Quarter of the year. Could you
talk about what your views on the main drivershafttare, and to what extent some of those might be
structural and what the catalyst was for the widg®ils it IMO, or is there something else?

And then secondly, on the use of free cash flow,wededicated more investment to the wind business
Could you talk about your decision to doing that] avhether we should see that as a signal that enayb
you might be allocating more capital to the rendealector over time? Thank you.

Dario Scaffardi

On crude differentials, | would say that the mariver has been Venezuela and Iran. It's very, very
simple. We saw a weakening of the sour differestiavards May/June of last year, surprisingly, bsea
everybody thought that with the enactment of timeweal of the American sanctions on Iran, something
terrible would happen, and in the immediate, n@tiappened. And the market sort of understood the
impact towards the end of the summer and we sawliffezentials strengthen. Compounded to that is,
of course, the Venezuelan factor. So if we jusklabit as average API, we see a lot of low APlihgv
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been removed from the market, and | would sayttieste two factors, with the OPEC cuts, which, again
influenced the low APIs, all in all are the mairivers and contributors toward the crude differdatia
not IMO, which at this moment in time | would sayalmost irrelevant. Nobody is changing in this
moment their crude slate because of IMO. They withe forthcoming months, but as of now, that is
not the case.

And in terms of free cash flow, or wind, wind isextremely interesting sector, but we are investing
our brown field project, so we have a windfarm #&nd convenient to add some wind towers, because
all the infrastructure are already in place. Tdd@reenfield windfarms in this country at the marme
since there are no incentives, is a business wi#tively small returns, which is more in line father
operators rather than ourselves. | don'’t rule betfact that we do have a pipeline of other auiations,
and something might happen, but | would not saysfiamational.

Josh Stone — Barclays

Okay, great. Thank you.

Operator

The next question is from Massimo Bonisoli with EguPlease go ahead.
Massimo Bonisoli — Equita

Good afternoon. Thank you for taking my two simgleestions; one on the portfolio strategy. You just
announced the sale of a few service stations imSaay other strategic decision that could be teade

the rest of the portfolio, maybe on the wind powarzl the second: if you have any update on the
situation of supply from Iran and Libya, please.

Dario Scaffardi

Okay, well, on our portfolio, no. | would say thaé had an activity in Spain to which we never reall
committed strongly, so it was worthwhile to self cetail stations, which were relatively small inmber
and not integrated into a bigger system. So irnatigence of wanting to invest in that sector in igpai
think a wise decision has been to sell it at irdténg conditions to a very strong operator thaink will

be able to provide the guidance and the markekillg ghat we were not able to apply, also dueto o
size, to this venture. We don’'t have any plan dfirge our wind assets, which have contributed
beautifully over the decades, and our state-ofattteperation that is running seamlessly. Agairg if
fantastic opportunity comes by, never say “neveut it's certainly not on the radar screen at the
moment.

On your question relative to the supply of Libyaldran, Libya is, let me say, relatively normal kit
its “not normality”, so supply has been almosttaiough 2018 relatively stable and increasing, and
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we've been able to find a satisfactory arrangemstit the national oil company. Iran is a different
picture, although Italy has been granted exempfrom the sanctions imposed by the U.S., so
theoretically, Italy was able to purchase Iraniamde from November up until this coming May. In
reality, nobody has purchased anything becauséefdifficulty posed by the financial sector. So
although it's allowed, almost no banks are willtngleal with Iran. Insurance companies are notrvgll

to insure cargo, and so forth. So unfortunatelgahbee this has contributed to a further tightewintye
market, at least for Italy—I cannot talk for all lkdly, of course, but to the best of my knowledgg—

to today, no Italian company has purchased Iragiade, and the same thing has been true for thez oth
European country which was granted exemption, wisdBreece. Instead, the Chinese, the Turks, and
the others have taken full advantage and have jpe@@hasing.

But overall sales of Iran have gone down signifian think they are in the million barrel a dayark,
considering that they were exporting between 2d22aé. So the impact for them is definitely sigrsiint,
and on the market, of course.

Massimo Bonisoli — Equita

Great, thank you.

Operator

The next question is from Igor Kuzmin with Morgataidey. Please go ahead.
Igor Kuzmin — Morgan Stanley

Good afternoon; | have a couple of questions, ple@me question is in regards to the upcoming or
maybe already ongoing maintenance in the First @udrquite like the way that you presented the& so
of impact on the EBITDA from the maintenance in 0Eirst Quarter and Second Quarter. Is there a
way to quantify the impact from maintenance in, #ssuming, the refining segment, in the First Quart
20197 In a similar way, maybe Euro millions?

The second question is in relation to the repo@A&®EX, as well as the forthcoming CAPEX in 2019-
2020. First of all in 2018, the realised number wasxcess of €240 million. That's subsequentlywdbo
€20 million above the guidance, if | recall corfgcdf the previous conference call. | was just dering

if you can reconcile these two numbers, and segoridé increase in CAPEX versus the previous
guidance for 2019 and 2020. | understand thatqtige a bit been explained by the new windfarm
projects; is there anything else on top of it? &oample, if I'm talking about this bunkering prdjec
maybe it's partly related to that, or your hubssomething else. So some clarification would be much
appreciated, thank you.
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Dario Scaffardi

On the CAPEX, | would say that there is the inceeasCAPEX, which is due to various reasons. One
certainly is the €30 million in the windfarm; angenh there’s an increase in investment in our digita
projects. We are investing heavily in this areaeféhis some more HSE activity which is taking place
We take always a very, very responsible attituseatds HSE, which for us is a top priority. And |wad

say that that more or less sums it up in termsakiase in CAPEX.

You were asking about the maintenance, and | ttfiak maybe we’re noting the fact that we are
presenting our results in a different manner coexgbdo the past. This is due to the fact that weshav
decided to present an overall EMC premium on threchenark on a yearly basis, because although we
have maintenance which is concentrated in quarséiisthe effects are spread evenly during theryea
So we think we’re giving maybe an excess of détadertain respects, that may not correctly represe
what was actually happening since there are so mamying parts. So we do have an increase in
maintenance certain quarters, but the impact onTBERBI s difficult to assess since the EBITDA is
dependent on the market. So there are two ovegasfifects, so starting with this year we decided on
this on an experimental basis to see how it go#sthis, and we’ll always be able to change aneé giv
more detailed representation of the future sowhlissatisfy the necessities of the market.

Igor Kuzmin — Morgan Stanley

Understood. Thank you so much.

Operator

The next question is from Giacomo Romeo with Macgudlease go ahead.
Giacomo Romeo — Macquarie

Good afternoon. Thank you for taking my questiome Tirst question is on the VLSFO markets, given
that this is an area of increased focus for yost wondering how you see demand evolving as we get
into 2020, particularly regarding the recent coneday the shipping industry relating to the quabsues
with the fuels and the compatibility issues.

The second question | have regards if you can gs/@n update on what percentage of your crude
consumption is subject to long-term contracts afntwercentage is actually less, for you to take
advantage of potential volatility in crude diffetiahs as we get into 2020.

And third and last question, if possible, thank ylhwasn'’t fully answered before; if you can heip
breach the comparable EBITDA 46 to the comparabterofit of 74 that would be great. Thank you.
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Dario Scaffardi

| will gladly leave this last question to Francam e first part, on the VLSFO, I think it's anenésting
qguestion. This is one of the reasons why we mairdar attitude of flexibility; the total outcome tife
market is going to be uncertain. Certainly the siumers are worried about this issue of compatybili
Just to explain what it means, it means that dfferfuels produced in different areas might not be
mixable together, and the fact that they are nagable could create very serious problems to the ishi
the sense that you basically have deposits of gtiwerd material which clogs the pipes and therewi
and so forth, so it's potentially a very completuation. How are we acting in this respect? Wait f

of all, we are targeting to produce something m téinge of about 500,000 tonnes of VLSFO, and to
ramp it up if the market is positive and the ecomoconditions warrant it, up to maybe a number €los
to a billion.

We are going to start in a very careful manner wéhain ship owners. There are ship owners iy Ital
that operate both locally in Sardinia and in aggasind Sardinia, which would be able to take almabst
of our production. So if they become exclusive lvay# our products, or close to exclusive buydris, t
overcomes one of the issues of the compatibility.

At the same time, we are working closely, sendingsamples to some of the engine producers in the
world. There is basically one engine producer ier marine engines. Sorry, | don’t want to maybe tak
too long in answering, but it's the low-speed tvimke diesels which are the main actors in this, an
there’s one producer in the world, which basicdibgnses all the engines. And we are actively
researching our fuel with them by sending sampfesuo product to see if it's compatible with the
systems that they have in place. There’s also afltalk about setting up specific certificatiobsit all

this is not in place yet, so we’re still in a waitd-see mode.

You were asking the second question about percemtiagrude subject to long-term contracts. Thetshor
answer is none, in the sense that it's customatlyeroil sector, at least for us, to have contradtich

are yearly contracts. So although the majorityhese yearly contracts have been ongoing for decades
still they are generally yearly contracts. So thenery small long-term commitment and we are bépa

of taking advantage of opportunities in the markete quickly, in general.

Franco Balsamo

Okay, going to your question related to the spéitween the comparable EBITDA and net adjusted
income, the EBITDA from the comparable that is €8ilion, we have €49 million depreciation and
amortisation that generated an EBIT of €46 millidfe have €4 million negative interest expenses and
other 4 as interest expenses related to non-regutems. We have €59 million of derivative prefitd
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the sum makes profits before taxes at €96 milliome taxes for the quarter is €22 million, and this
generated a net profit of €74 million.

Giacomo Romeo — Macquarie
Very clear, thank you.

Franco Balsamo

Okay, thanks.

Operator

As a reminder, if you wish to register for a quastiplease press star and one on your telephoree On
again, if you wish to ask a question, please pstsand one on your telephone.

Gentlemen, there are no more questions registéitbisdime.
Francesca Pezzoli

Okay, thank you very much. If there are no morestjaes, thanks for following us today on this
conference call; as usual the investor relatiopadment is available for any other questions yaghin
have. Thank you, everyone.

Dario Scaffardi

Thank you.
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