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Welcome

Operator

Good afternoon, this is the Chorus Call operatoelddme and thank you for joining the Saras First
Quarter 2019 Results conference call. As a remjradkeparticipants are in listen-only mode. Afteet
presentation there will be an opportunity to asksgions. Should anyone need assistance during the
conference call, you may signal an operator bysangsstar and zero on your telephone. At this time,
would like to turn the conference over to Ms FraweePezzoli, Head of Investor and Media Relations
at Saras. Please go ahead, Madam.

Francesca Pezzoli
Head of Investor and Media Relations, Saras

Yes, good afternoon ladies and gentlemen and thankor joining us today for this conference cail o
Saras First Quarter 2019 Results. The analystseptation, the interim financial report, as welklzes
press release are available on our website ondime [page and also in the section dedicated totmves
relation.

Our agenda today will be the usual one. Mr Dariaffaedi, Chief Executive Officer and General
Manager of the Saras Group will start with the hgjtts of the period, followed by a detailed reviefv
the results of each business segment. Afterwardskisinco Balsamo, Chief Financial Officer will
discuss the key financial figures of the Group. Alnen back to Mr Scaffardi for the outlook. Finally
we will have our Q&A session.

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

Highlights

Thank you, Francesca. Good afternoon everybodyrark you for joining us today.

From a market point of view, this quarter has baemxtremely complex and volatile one. | would say
that the key theme during this whole quarter hanlweude oil; particularly the absence of certgpes

of crude oil. Clearly the impact of the Americamesi@gons of Iran, which were up to a certain point
discounted, but, over time, it became more appdhentact that there will be a hard stop, or asti¢he
Americans will try to make a hard stop on Iraniap@ts, became apparent and this impacted the marke
very strongly. So, before that maybe everybody gihothat there would be some waivers that would be
given. Furthermore, the increasingly challengingation with Venezuela which is taking out of the
market a very important quality, in particular tmrtain refineries, therefore creating a gap. Anauld

say that the third big factor are the OPEC cutsthedestraint in production that all negativelfeat

the availability of sour crude. So, we've had soveey strong numbers on sour crudes. Also, sweet
crudes, surprisingly, have been rather strong.

On a more positive note, we've had the gasolineksréhat started the year in negative territory tieah
ended the period basically to much more normall$e\#o, | think this is the key theme of this qeart
and created a very complex scenario for refininggna. From Saras’ point of view, | think we were
able to place a very important turnaround in tlegqa. This turnaround has been executed very well.
We'll talk a little bit more about it when we gortlugh the various sectors. So, we have in Q1, about
€60 million of EBITDA penalisation due to the manance which, as | said, we did the right thing to
put the maintenance in this first quarter since ien a very weak quarter and we expect the quarte
going forward to be much stronger. This notwithdiag, there’s been a very solid operating
performance at all levels.

The net financial position is positive at €48 noifliwhich is stable compared to the end of last.yiéar
we look at the cracks, as | mentioned previoushgotine cracks started the year in appalling temyrit
and in March they climbed back to more normal Isyalthough outside the range. But then, during the
month of April, and in this part of the year hasneoback to much more normal levels. Diesel has been
strong, based on decent demand, although we hadtevely mild winter which has negatively affected
consumption.
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If we go to the next slide here, | think we can gery clearly the distortions that have happeneithén
crude oil market where the premiums of all quadited crude, both sweet and sour, have gone up
significantly and this has been not sufficientlyrgmensated by the product cracks. So, this is thsore
why overall margins have been so weak. The EMC timack has been extremely weak, particularly
compounded by the fact that the EMC margin is basd@irent and Ural and Ural has gone at a premium
to Brent which is a very abnormal situation whistdue partially to the contamination of Russiarderu
coming through the Druzhba pipeline system in Eadieirope. We do expect the forthcoming quarters
things to normalise, particularly when the fullexff of IMO will start to become apparent during the
summer.

If we look at our refining margins, starting wittet EMC benchmark which — as | said before — repitsse

a mid-complex, coastal refinery located in the Memlanean and as the feedstock which is made 50%
of Brent and 50% of Urals which was supposed toesgnt a balance between sweet crude, expensive
sweet crude and cheap sour crude. Well, the siuditas been the opposite, because Urals has been
almost more expensive than Brent. Clearly, the mdrgs been distorted and penalized. It has avdrage
$2 in the first quarter of 2018, while in the figtiarter of 2019 it's been slightly above $1. This
notwithstanding, our premium has stood at $1.c&kenchmark, but as | mentioned, this has been a
quarter which has been influenced by heavy maimismaycle. The impact of the maintenance on the
results has been approximately €50 million. Bagic#ihis means that if we had had a normal quarter,
we would have added a premium to the EMC benchrobidver $3, which is well in line with our
guidance.

Segment Reviews

1. Refining

Now, we move to the various segments, starting veimery.

As | mentioned our refinery has undergone some irapprtant maintenance and | would just like to
give a little bit of flavour on this maintenancescaause it has been a huge endeavour. And the most
important thing is that the endeavour has been teisgpimpeccably and safely, without any relevant
accident. Fourteen units were involved. One ofttdpping units, one of the Visbreaking, one of the
Vacuum and catalytic continuous reformer which 1&gy important unit which produces reformulated
gasoline and hydrogen. One of our hydrocrackers,afrour gasifiers, and so forth. We have installed
over 500 tonnes of steel piping. We have performedntenance of over 145 different pieces of
machinery.

And just to give you some flavour: we had over DO,&ork permits, which means that over 600 work
permits were activated on a daily basis. And inlikaght of the period had more than 3,000 people
working within the refinery. So, the fact that thigs been completed on time and largely within letidg
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and also having performed many improvements taegigting units is no small feat and we believe that
this is due, in part, to all the improvement pldhat we have executed in these years and to our
digitalization programmes.

If we go forward in, | would say that we can sKie tcrude oil slate production. It's not meaningfola
quarterly basis, particularly in a quarter whicls lh@en so much influenced by maintenance. The slat
is clearly sweeter than what it would normally be.

In terms of fixed and variable cost. We maintaim guidance; they are broadly in line with the first
quarter of 2018. Variable cost was slightly lowdainly due to lower electricity costs and they were
partially offset by higher cost of hydrogen.

2. Power Generation

If we look at our power segment: the operationafquenance has been excellent. We have produced
almost 1 TWh in the first quarter, compared to 8&h in the same quarter in the previous year. So,
with an increase of 11%. And also, the power tduaf$ increased by 4%, going from 9.7 to 10.1. Olera
the power margin was slightly lower due to a vgratreasons, mainly due to accounting reasons, due
to the negative effects of derivatives on CO2 heglgn this quarter, which will be recovered in thext
quarter. And you can see this in the Italian GAAlMbers, which clearly show the significant
improvement. But | think that Franco, later on, lddoe a little bit more specific with the actualhmers.

On fixed and variable cost, | would say that thees not much to say. They are broadly in line with
guidance.

3. Marketing

If we look at marketing here, also, | would saytlienbers present a situation which is slightlyatistd.
The numbers are apparently much lower than the sprader of last year, but this is due mainly to an
inventory effect. We have a high inventory in opa8ish affiliate, which was negatively affectecthy
decrease in price. From an operational point ovvufeve look at the Italian data, the reported neansb
actually are better in 2019 than in 2018. We sho@4d million compared to 3.8 million in 2018. 3o,
would say this is more of an accounting effect. Tingrket in Italy remains a healthy market. The
improvements that we’ve been able to achieve thHraug policy have been consolidated and in Spain
we are in the process of completing the transfesusfretail network to a prominent operator and we
expect to complete this certainly by June.

I would like to, also, underline that traditionatlyie to a variety of effects on the scarcity ofdorcts,
the first quarter is a weaker quarter comparetiecstimmer quarters.
4
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4. Wind Power

Wind has been a good period, traditionally thia windier period, so the first quarter did not gizaint
from this point of view. The operations on our wiiadm from the installation of these nine new wind
towers, is proceeding according to plan, and weeiip have them all up and running by the enthef t
year.

5. Others

On the other segment | would say that there isingtin particular to say, so | would ask Francodaato
to put a little bit more detail into the variousnmpers.

Franco Balsamo
Chief Financial Officer, Saras

Financials

Thank you, Dario. Page 17 there is the income rsiaté that Dario said before. The EBITDA reported
was €108 million and the comparable EBITDA €23 ioill Depreciation and amortisation is negative,
for €46m. And the EBIT is positive for €62 milliothe comparable EBIT negative for €23million. If we
look at the financial expenses that are equal & illion, other represented for €6 million byangst
expenses that are a little higher compared todheegeriod in the previous year, but this is mathlg

to higher commissions on commercial activity arghlr volumes on the global activity of the company.
The other financial expenses were negative by €@ébm They are mainly derivatives of which €40
million are realised and €24 million are negatiag Yalue.

At page 18 we have the gap analysis between th@tegpand comparable accounts. This is mainly
represented by the gains and losses that haveividgatontributed for €52 million. This is mainlyud

to the fact of the rising oil prices between thd ehDecember and the 4th quarter and at Decerhber t
average was $50 and at the end of March we aré8atThie other component, negative for €34 million
is the impact of hedging derivatives on oil andefgn net change. That includes also €13 million
represented by the CO2 derivative effect as Daii Isefore in line of principle will be recoveradthe
coming quarter.

In terms of cashflow, the quarter was positive. Tagh flow generated by the operations were pesitiv
for €108 million; the working capital positive f€63 million, due to several effects we have a pasit
increase of inventories that negatively affectegl ¢tash flow; €120 million for higher volumes, €50
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million for the higher fair value of the inventosieWe have a €40 million positive decrease of trade
receivable and $180 million to the increase oférpdyables of which €50 million is related for rah-
investment. The VAT in this quarter was positive /0 million. And we have also €70 million
difference liquidity effect driven by the activibn CO2. At the end of the period the net finangaaition
was positive for €48 million. Due to the applicatiof the new IFRS 16 new accounting principle, we
have to account €52 million of assets and liabilMost of them are representative for the 55% &s th
effect on the state concessions. That refers ttatiteconcessions and our concession in our desirt
Sarroch and Cagliari. About 50% refers to the rgfhise in a few plants we have in the refinery toed
remaining part that is not material is represebtedffice rental.

Dario Scaffardi
CEO & General Manager, Saras

Outlook

Thank you, Franco. If we look at the outlook, weimtain our view a very positive scenario for the
second half of 2019 when we believe that the fifélat of the IMO-Marpol VI regulation will come iat
effect. We are carrying out in this period oursestproduce very low sulphur fuel oil for the benkg
market. We have put in place a vessel, we haveaatharvessel to do the lightering in the port ofj2ai

and we will be able to start formally our commekaietivity regarding the sale of shipping fuelstlie
forthcoming weeks as soon as we see all relevahbasations from the authorities which are in the
process. We maintain our guidance for a premiurtherEMC benchmark in the range of 2.4 to 2.8 to
the benchmark. As | mentioned before, in this aaraftit had been a quarter without maintenance, we
would have exceeded $3. So, things are going @ A this point | would leave room for any questo
which you might have. Thank you.

Questions and Answers

Operator

Excuse me, this is the Chorus Call conference ¢per#/e will now begin the question and answer
session. Anyone who wishes to ask a question messtar and one on their touchtone telephone. To
remove yourself from the question queue, pleasssptar and two. Please pick up the receiver when
asking questions.

The first question comes from Niccolo Storer of KeCheuvreux. Please go ahead, Sir.
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Niccolo Storer— Kepler Cheuvreux

Yes, good afternoon. Thanks for taking my questioms if | may. Three actually. The first one: OK,
you are confirming basically your guidance on yprgmium above the EMC benchmark. | didn't get if
you are also confirming your EMC benchmark guidaate$3.2/$3.5 per barrel. Second question:
Coming back to your premium of the first quartestually it was really strong, so | was wondering if
you could comment a bit on the drivers behind theng premium. Even highlight the difficult situaii
that you depicted at the beginning of the callr@lguestion: On IFRS 16, is there any impact orr you
EBITDA in the first quarter, and if yes, wheretizisible in your by-division breakdown? Thank you

Dario Scaffardi

Thank you, Niccolo. Well, on the EMC of course, eaanot give any guidance there, so much volatility
in the market at the moment that | think that'srextely challenging to give any meaningful guidance.
So, the answer is basically no, although we do exibéngs, overall, to improve. Our view is thaeth
current situation, particularly regarding Iran irsustainable for a protracted period of time. Mgspaal
view is that | don’t believe in a scenario simitarthe one we had previously of almost five yedrs o
sanctions from 2011, 2012 up to 2016. So, four/frears of sanctions, during which Iran was still
exporting certain quantities of crude. So, firsatifthe sanctions happened in a period in whiehdih
price was extremely high and the sanctions werergean the sense that, yes, the Western countrigd c
not buy, but there was a certain amount of tolezdocothers. The situation right now is very diéft.
First of all, the absolute price is not above 10l $ut we're talking in the 70s, so the impactriere
material to the Iranian economy. And it would seaineast from the statements by the American
authorities, that the desire is to make the sanstinore stringent. | think that the situation isemable

for three or four years. | think it will be resotvéaster, but this is, of course, just my persapahion.

Likewise, the situation in Venezuela, in which thaligh everybody thought that Maduro would leave,
and he is still there — still the situation woulkem that in the space of some months, things should
resolve one way or the other. Or maybe not.

The premium: You were saying the premium in owtfquarter, yes, we are particularly proud of this
and | would say it is mainly due to the fact the tefinery operations have been impeccable. Mé&ny o
the things that we have done in the last couplgeafs are starting to kick in in terms of the im@o
reliability. Also, a lot of the things that are ansequence of the digital programme are startirigcto
in. We've had a lot of positive effects in termoédicting failure of machinery; in implementinccass
to information and models; day to day operatioms.& of these things are starting to bear fTiitis is
the reason for the strong operational performasgart from the turnaround, which | mentioned before

7



SARAS First Quarter 2019 Results

was conducted very well, particularly it was cortédcsafely which we had no accident, no major
environmental impact. And on IFRS 16, | gladly ledto Franco.

Franco Balsamo

As | said before, the impact of the new accounfpirigciple is on the balance sheet level. Therenis a
increase in non-current assets by €51 million. iflceease in financial liability for €52 million. Ithis
quarter, the impact in terms of P&L is €1.5 millipositive at the EBITDA level; that is due to lower
services cost. On the other side, we have €2.8milhcrease in depreciation, so the net effegegative
for 1 million, so not material, a number that vaffect the operating account.

Niccolo Storer— Kepler Cheuvreux
Thank you.

Operator

The next question is from Alexander Jones of Bankroerica Merrill Lynch. Please go ahead, Sir.

Alexander Jones — Bank of America Merrill Lynch

Thank you for taking my questions. Two if | mayease. Firstly, clearly the EMC benchmark has been
weaker, even in the first quarter during April. @byou comment a bit on your actual margin realises

and how the premiums have evolved so far in 2Q? thed the second question would be, do you
reconfirm the power EBITDA guidance for 200 milliogiven you expect those CO2 derivative losses
to reverse in future quarters? Thank you.

Dario Scaffardi

On the premium to EMC as | said, we are maintaiommgguidance. We gave guidance of 2.4 to 2.8. We
think that if anything, it could be even higherrhaat. So, we maintain our guidance. On the poWwer,
would maybe ask Franco if he can be a little bitergpecific.

Franco Balsamo

Yes, we have of course updated our model in oaléske into account our forecast and at the end of
December; €200 million is still our expected EBITD80, no major change compared to our main
guidelines.
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Alexander Jones — Bank of America Merrill Lynch
Thank you.
Operator

The next question is from Alessandro Pozzi of Mbditca. Please go ahead, Sir.

Alessandro Pozzi — Mediobanca

Yes, good afternoon and thank you for taking my twestions. The first one was, | was wondering if
you can clarify something for me: | think the premiin Q1 to the benchmark would have been really
strong if it wasn’t for maintenance, despite tightidifferentials. Is that what you were expecighe
end of last year when you did the plan, or not?aBee it seems like this tighter differential has tmed

a big impact on your premium. And if you can mentwhat is the premium that you achieved in April,
as well would be quite helpful as well. And | bekeyou made a comment that your premium to
benchmark would be even higher despite the cueewironment, and | was wondering if you could
maybe expand on that as well? Thank you.

Dario Scaffardi

Yes, thank you. A strong influence on this premisrdriven by the relative prices of crude. Soréfe

a sum of effects. On the one hand, we have hagn#isant improvement in operational performance

which we will strive to maintain. So, from a sthctechnical point of view. Then our premium on the

benchmark is influenced by a sum of factors. Oun amperations and, of course, our capability of
purchasing alternative crudes with respect to grecbmark at a more competitive price. Which, at the
moment, is not really possible.

We’ve had a strong increase in the relevant p¢esude compared to our budget which is negatively
affecting the situation in this moment. So, if wek at the month of April, the month of April hasdn
particularly disappointing from this point of vielwecause | would say that all the various effetés t
we talked about before have come fully into foroel dave manifested itself. So, April has been a
particularly weak month for the reasons that | saithe beginning. Is this situation going to resest |
hope so. We've been for a long time in the markettaese situations tend to be very cyclical, don't
expect this type of situation to last for a longei but it's difficult to make a prediction whethés
going to last for one month, two months, three merdr longer than that. It is totally dependent on
geopolitical factors at the moment which are tgtalltside of our control.
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Alessandro Pozzi — Mediobanca

Thank you. And also, maybe another one on the bimk@perations: | believe they are going to be
starting in the next few weeks. | was wonderinggols had any enquiries from potential clients or
customers about securing the fuel oil ahead ofalgnli? Thank you.

Dario Scaffardi

Well, let’s say that, yes, there is a lot of ingtren the market. | would say that, at the timengeivhat
we are trying to target are the richest clientsicivtare the clients which are already, the clidring
ship owners which are already calling at our pdts. clearly, the ones that are most interestedfand
ones from which we can obtain most are the ondsatieaalready calling for other reasons to the pbrt
Cagliari, because clearly, we would have no desiatiost. So, since our intention is to start thisiess
slowly; first, it's a new business and we needdbayfeel for it, | would say, at least for the ¢ilmeing,
our production is going to be fully covered by \assalready coming to Cagliari. Our intention is to
expand the business and at that point it would beermteresting to target specific other ship owner
that might start to consider deviating from thesual routes to call into Cagliari, if the qualityat we
will produce will be suitable.

As | mentioned in other calls, there is going toabkarge issue regarding qualities and | think @so
fragmentation of the market in the sense that diffeoperators will probably take different stragsg
depending on the type of itineraries that they hawe the length of their voyages, and so forth.it3o,
an ongoing and developing situation.

Alessandro Pozzi — Mediobanca

Thank you very much.

Operator

The next question is from Giacomo Romeo of Macgudtlease go ahead, Sir.

Giacomo Romeo — Macquarie

Good afternoon. Thanks for taking my question. @b questions: First one is regarding the ongoing

marine environmental protection committee meetiveg ts happening this week in London. There is an

interesting motion from the Greek shipping assammgtjust wondering if you take this as a potential

threat or something that you worry about regargiotential implementation of IMO, or do you think

it's too late to make any change? Second quessioagarding a bunker trader, this last week agtuall

published a paper suggesting that the concernsarthe VLSFO compatibility are overstated. | just
10
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wanted to have your take on that? And whether youlevagree that the concerns that the shippers have
on the VLSFO compatibility is probably not someththat has been overstated.

Dario Scaffardi

On your first question, to the best of my knowledipe shipping community, from what | understand,
from what I've been told from ship owners, is thiare is no delay in the implementation of the sule
So, this seems not possible. Then, of course| tasé can decide whatever they want, but it weakm
that the consensus is not to give any delay. bssurprising that certain ship owners at the eldve
hour would ask for a delay, which has already bdssided against in the last meeting, if | remember
correctly, in December.

Regarding the compatibility issue: this is a veghnical matter which there is no way to give aight
and unquestionable answer, because it depend® ahémical characteristics of the crude that aee us
to produce this. So, some fuels might be compatibteng themselves; others might not. So, I realise
that I'm giving an answer that is a non-answer, thatt’'s the way it is. And that is also why it's a
challenge, because it's not a straightforward mecAnd to the best of my knowledge there is noaye
specification, because the specification of confyilti is compatible with what? So, the way thirage
construed is that they reference fuel is sort tfl@dshed and then everyone sees if his fuel ispatiile

or not with the reference. And this is, as far &adw today, it has not been established. So, dirsitl,
there is not a standard, but even if there wasiadsird, at least personally, as a producer, | wbald
very careful, because certain crudes can do fumng$ and in the past there have been horror stofie
crude residues which would be used particularlyder sulphur paraffinic fuels which have clogged th
vessels and vessels have needed to be cut apadieinto get them clean. So, it's an issue whicl g
from being a mild nuisance to a very severe digoitle something that needs to be taken carefuriyl

a consensus has been developed.

Giacomo Romeo — Macquarie
Yes. Understood. Thank you very much
Operator

The next question comes from Massimo Bonisoli fiéquita. Please go ahead, Sir.

Massimo Bonisoli — Equita

Good afternoon. Two questions, please: The firgt @m capex. The level in Q1 was above estimates.
Any meaningful update on capex phasing and guidemmegd be appreciated. The second question on
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Spain: Does it make sense to keep the ownershipederminal in Cartagena following the divestment
of the marketing network in Spain? Thank you.

Dario Scaffardi

Thank you. | would ask maybe Franco to—

Franco Balsamo

In term of Capex, for the time being, the outfloare in line with expections. We might have some
additional increase, but not material in order ¢b @additional benefit driven by the industry 4.0Gtse,
but in line of principle we confirm our guidelines.

Dario Scaffardi

Regarding Spain. Thank you for the question | thtika very good point. We specifically excluded
from our sales process our terminal at Cartageeeause we definitely want to keep the terminal at
Cartagena. We want to keep the terminal at Cartagenause it's 120,000 cube terminal which is state
of the art. It has a beautiful harbour; it has egdsea harbour, completely protected with a jét@y tan
accept very large vessels. So, although, at theenbihis working mainly for Repsol to export prati

but it more than covers its costs. So, it's anality that we prefer to maintain rather than iteegip.

Massimo Bonisoli — Equita
Very clear, thank you.
Operator

As a reminder, if you wish to register for a questiplease press star and one on your touchtone
telephone.

The next question comes from Joshua Stone of BardRlease go ahead, Sir.

Josh Stone — Barclays

Hi, good afternoon. Thanks for the presentationo Tiwestions left please: One, | might have misked i
but on the refining maintenance on 4Q '19 are \ole & give any, what the EBITDA reduction from
that would be, if that’s provided? And then secgnglist more of an observation, | guess, but yoteha
your EMC benchmark which clearly doesn't refleat rofitability of the Sarroch refinery that well,
given that it has a 50% Ural slate in there. Isdlany consideration, update or indicator changlah
indicator, because it does feel to be somethingitmaacts the share price. Thank you.
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Dario Scaffardi

Joshua, thank you very much. On the maintenancah®ge is going to be some maintenance on our
VisBreaking unit and on the petrochemical part wf efinery. All in all, I think that in terms of we
haven’t given any specific guidance — but | thitik relatively marginal already considered withiar o
numbers. Instead, on your observation on EMC, ymimt is a very valid point. Although we are the
ones who introduced the EMC benchmark in 2006 w&odesigned it specifically. As all benchmarks
it's unsatisfactory. The only point, and todaycofirse, in which we have the absurd situation irckwvh
one of the two crudes which was supposed to behlkaper component is actually more expensive,
which of course brings some distorted resultsinkthvhere we have considered trying to see if we ca
propose an alternative benchmark and it is somgtm have studied it very carefully without being
able to come up with an ideal solution. | would #ag advantage of the EMC is just its consisteftcy.
is been the same, it's been equal for what nowyeb3s? And, at least it's easy to measure aganust a
maybe if we’re able to introduce some more proadi@ctors which are more to the point, we mighpkee
on using it, but we’re open to any suggestionsttinaimarket might have, of course.

Josh Stone — Barclays

Right. Thank you.

Operator

Gentlemen, Ms Pezzoli, there are no more questegistered at this time.
Francesca Pezzoli

OK. If there are no more questions, thanks to éxaaly for joining the conference call. As usual,ave
available for any follow up questions you might @avhank you, have a nice afternoon.

Dario Scaffardi

Thank you very much. Goodbye to everybody.

Franco Balsamo

Bye bye.
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