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Structure and functioning of the wholesale
automotive fuel market in Spain

v'There are 9 refineries in Spain producing automotive fuels: Repsol
(59% of fuel capacity), Cepsa (33%) and BP (8%).

v'The utilization of refining capacity in Spain is currently only 80%.
Why?
v’ Since 2008 there has been a significant decrease in demand for fuel in Spain

v The increase in the demand for medium distillates (which include diesel) made
refineries in Spain to adapt their output to the market product, expanding the total

refining capacity.

-

Spanish refineries are net exporter of petrol, covering
more than 80% of domestic demand of diesel.




Pre-tax prices of petrol and diesel

v'Spanish pre-tax prices are well above the European average.

v'Gross distribution margins on fuels (pre-tax prices - Ci) are significantly
higher in Spain than in the EU-6
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Source: Monthly report on the supervision of fuel distribution at service stations (December 2014). Figures for December are for 1 to 15
December.



Factors limiting the degree of competition
in the market:

vIn a competitive market, imports would decrease price

differential and gross distribution margins down to European
levels.

v'In Spain imports do not discipline the market. Why?

O

1. There are no suitable import infrastructures and/or
economically efficient.

2. Market power of operators with refining capacity and
their vertical integration have hindered access to import
market and the entry of new companies.




Analysis of import infrastructure
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v’ Storage capacity: There is availability of storage
in import depots, though most of it in hands of .
CLH.
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b2 Instalaciones portuarias

There are no technical restrictions to imports. Spanish import infrastructures are
appropriate, but are they efficient?




Logistic infrastructures costs

v'The cost of transporting fuel may appreciably reduce substitutability
between coastal facilities and those located inland.

Port of Rota 4.64 11.53 (Huelva) 15.07 (Bilbao)
Port of Huelva 4.64 11.53 (Rota) 14.74 (Bilbao)
Port of Coruia 4.64 13.48 (Bilbao) 15.73 (Barcelona)
Port of Gijon** 4.64 13.68 (Bilbao) 16.84 (Barcelona)
Port of Bilbao 4.64 13.55 (Coruia) 16.07 (Barcelona)
Port of Barcelona 3.86 7.52 (Tarragona) 15.26 (Bilbao)
Port of Tarragona 4.64 8.29 (Barcelona) 15.47 (Bilbao)
Port of Castelldn 4.64 11.6 (Tarragona) 15.84 (Bilbao)
Port of Cartagena 4.64 12.68 (Castelldn) 15.39 (Bilbao)
Port of Motril** 4.64 12.45 (Cartagena) 15.21 (Bilbao)
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Market configuration in which import infrastructure is of a regional or local nature




Vertical Integration

Market shares in refinery market and retail

v’ The fuel wholesale market is highly concentrated market
and vertically integrated.

. L. Refinery
v The 3 refiners together or Repsol individually

have market power at all business stages. LT [50-601% [30-40]%
[30-40]% [10-20]%

] [0-101% [0-10]%

Wholesale operators — Sales of 95 octane petrol Wholesale Operators — Sales of Diesel A through
through service stations in Spain (in tons) service stations in Spain (in tons)
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Impact of Vertical Integration on Prices

Analysis of the market structure in the province with the highest pre-tax

prices (Guipuzcoa) to compare it with the province with the lowest pre-tax
prices (Lleida) in 2014:

Market share in Guiptzcoa Market share in Lleida
Ersergui 55— Bon Area
Otros 17% 11%
19% Otros
Galp 45%
10% Repsol
31%
Repsol
42%
Cepsa
12% — Cepsa
Guipuzcoa: Lleida: L
(i) Repsol is the dominant operator. (i) 56% of retail market are independent operators, no
(ii) The presence of independent retail vertically integrated with refining activities.
operators is very limited (less than 20% of (ii) Catalonia is the autonomous region with the greatest
the market). o) concentration of independent logistics operators (i.e.
(iii) The cost of port infrastructures are the not belonging to CLH network).
highest in Spain. (iii) The cost of port infrastructures are one of the

lowest in Spain.

v" More vertically integrated markets with the largest presence of Repsol, Cepsa and BP in retail market
face higher prices.
v Independent storage operators along with low port infrastructure costs create competition in retail
market.



Costs related with the obligation to
maintain minimum security stocks |

v “Internacional Energy Program Agreement” and Directive 2009/119/EC of the
Coudncil regulate a minimum level of reserves of crude oil and/or petroleum
products.

v'In Spain, the obligation to maintain minimum security stocks lies with fuel
wholesale operators.

v Of the overall obligation to hold minimum security stocks in Spain, CORES holds
42 days' worth and the remaining 50 days are held by the industry (industry
stocksy.

The costs of maintaining 50 days’ worth are asymmetrical:

Wholesale operators not vertically
integrated:

Operators with refining capacity:

(i) Hold their stocks in their own
facilities.
(ii) Lower costs.

(i) Use CORES services and logistic
companies (CLH) to maintain their stocks.
(ii) Higher costs.

(iii) Storage contracts with CORES are I/t (3
years) and no possibility of early
termination.



Costs related with the obligation to
maintain minimum security stocks |

v'European Directive does not indicate the parties subject to the
obligation, leaving it to the States to decide on the system.

v'In the UK the cost of holding minimum security reserves is borne
not by the wholesale operators but by the producers.

- =

The Spanish system is less flexible and this may lead
to higher costs for parties subject to the obligation
to hold the reserves. A change in the model could

generate more competition in the wholesale market

in Spain.




Recommendations |

Foster competition in the logistic services of CLH:

v Tariffs for the use of CLH's transport network must be subject to prior
authorisation by the CNMC and they must be cost orientated and they must
be based on an objective, transparent and non-discriminatory methodology.

v CLH must promote the physical connection of Spain's pipeline networks with
those of other countries.

v’ Increase transparency on the restrictions of unloading automotive fuels at its
port facilities. CLH must justify the restrictions.

v’ Prohibit the presence of operators with refining capacity in Spain on the
Board of Directors of CLH.

v’ Limit direct or indirect shareholdings in CLH by any natural or legal person
involved in activities in the refining market in Spain to 4.99% of CLH's share
capital.




Recommendations |

Limit the influence of CORES y reduce the cost of minimum security stocks:

v Make CORES contracts more flexible in terms of duration and early termination.

v CORES must revise the tariffs it applies for providing storage services for
minimum security reserves in accordance with market prices.

v’ Limit the ability of operators with refining capacity in Spain to influence the
governing bodies of CORES: introduce a rotation system of appointments and
change the voting system. Alternatively a new entity could be created, totally
independent from operators in the petroleum industry, to manage the minimum
security stocks.

v’ The obligation to maintain minimum security stocks must fall to the operators
with refining capacity and the importers of automotive fuels.

v’ Information provided to CORES by wholesale operators must be limited to that
strictly necessary for calculating and supervising the minimum security reserves.




Recommendations Il

Limit the influence of vertically integrated operators with refining
capacity in the Spanish fuel market:

v'Promote the independence of the wholesale activity by separating
management, administrative and financial control, accounts, assets
and budgets at the parent company level.

v'Develop a regime of incompatibility for personnel employed by
operators with refining capacity in Spain who work in management
positions related with wholesale automotive fuel activities.

v'A maximum period must be established for processing all the
necessary permits for the construction of refining facilities.
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PRESS RELEASE

CNMC ISSUES A REPORT ON THE SPANISH WHOLESALE MARKET FOR
ROAD FUELS

The Spanish Competition and Markets Authority (CNMC) has released a report on
the level of competition in the wholesale market for road fuels in Spain. The report
proposes the adoption of regulatory measures to improve effective competition in

the sector to the benefit of consumers and independent market operators.

Madrid, 4 of September of 2015. As announced in its Action Plan 2015, the
National Commission on Competition and Markets (CNMC) has analyzed the
wholesale market for road fuels. The analysis has revealed the persistence of
numerous barriers to entry and expansion of new entrants in the wholesale
market, which limits the effective competition on the market and results in high

prices for consumers and independent operators.
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CARBURANTES

PCNMC

RECOMEMNDACION1
Limitar a 4. 99% la participacidénen CLH de
cualguiera gue realice actividades en el
mercade de refine en Es pafa

RECOMENDAC ION 2
Prohibir la presencia de ope radores con
capacidad de refinoen Espafia en el Consejo
de Adrministracidn de CLH

RECOMENDACION 3
Las tarifas por uso de la red de transporte
de CLH deben estar sujetas a autorizacidn
previa por parte de la CNMC

RECOMEMDACION &

Las tarifas d @ CLH de ben fijarse s obre la base
del coste de la prestacidn del servicio yde la
rmejora de eficie ncia en el servicio de
transporte

RECOMENDACION 5
Las tarifas de CLH deben incluir
bonificaciones por los velUme nes
garantizados en las contratos de los
mayaristas ean CLH

RECOMENDACION &

Las tarifas de CLH deben comprendercomo
minirme los servicies loglsticos bdsicos de
rece poidn, alma cenarn ie nto, trans porte y

expedicidn

B CNMC

RECOMEMNDACION 7
Establecer y publicar. previe andlisis porla
CHMC, una metodologia objetiva,
transparente ¥y no discriminatoria para las
tarifas de CLH

RECOMENDACIGN B
CLH dele desglosaren sus factura los costes
de sus servicios de almacenamienta,
transparte por aleaducte v otras actividad es
M Cesarias

RECOMENDACION 9
La logistica de CLH de bombeo, retirada de
producte, aditivacidn y otros servicios
nec esarios. deben tener tarifas arentadas a
costes superisadas por CNMC

RECOMENDACION 10
CLH deberia justificar el cambio,. retrase o
cancelacidn del servicio logistico y. ensu
case, asumir el coste de diche cambio

RECOMENDACION 11
CLH deberla publicar y actualizar la
infarmacién sobre la capacidad de
transporte disponible en las terminales de
almacenamients v en los oleaductos

RECOMEMDACION 12
ClLHdebe prapaner. cuandeo sea bécnicamente
pasible alternatias ales congestiones y detallar
cudnda ampliard capacidad dealmacenamienta
para exceso dedermanda

RECOMENDACION13
Cuands sea necesario mas almacenamienta,
la autoridad competente deberd facilitar la
actuacidén de la iniciativa privada,
asegurande disponibilidad de suela

RECOMENDACION 14
CLH deberla justificar la imposibilidad de
descargar en puerto, ofreciend o alternativa
y determinands cudnde la descarga serd
posible

RECOMENDACION 15
CLH debe prormoverla conexidn fisica de las
redes de oleaductas en Espafia con otros

palses

BCNMC

RECOMENDAC KON 16
Canstituir una nueva entidad de gestidn de
las existencias minimas d e seguridad
tota lmente indepe ndiente de los operadores

RECOMEMNDACION 17
5i mo hulbiese mieva entidact limitar la influencia
enCORES de los refineras en Espana cambianda
el dsterna devato en la Asamblea General

RECOMEMNDACION 18
5i no hubiese nueva entidad: limitar la
influencia en CORES de los refiners en
Espafa con nueve sisterma de rotacién en la
Junta Directiva

RECOMENDACION 19
Irmipaner la abligac idn de manterer las reseras
rrilhirmias segu ridad sobre los operadares con
capacidad de refing en Espana vy los impo radores
de carburantes

RECOMEN DACION 20
Flexibilizar los contrates de CORES en
términos de duracidndel contrate vy su

terminacidn anticipada

RECOMEMDACKIN 21
CORES deberia rermitir ala CNMC sus tarifas de
semicios de almacenarmiento de lasresras
rrl nirmias de seguridad para su revisidn

RECOMENDACION 22
CORES debeta revisar las tarifas de su
actividad lagistica vestablecerlas de
acuerdo a precios de mercadeo

RECOMENDACION I3
Desarrallar v public ar una metodalogia
para la fijacidn de las tarifas de CORES

abjetiva trans parente v no discriminataria

RECOMENDACION 14
Liritar la infarmacidn dada a CORES por
los mayoristas a la imprescindible para
caleular y supervisar la reserva minima de
seguridad

RECOMENDACION 25
La infarmacidn estadistica necesaria se
debe facilitar por la auteridad
independiente de supervisién y regulacidn

RECOMENDACION 26
Promover la independencia de la actividad
rmiayerista con la separacién de la matrizde la
gestidn, el control administrative y ecandmico

RECOMENDACION 27
Desarral lar un rgimen de incormpatibi | idad
entre el personal directive en operadores con
capacidad de refino en Espafia vy la actividad
miayatista de carburantes

RECOMENDACION 28
Promover la separacidn juridica y omganizativa
de operador mayoristas respecto a la matriz.
constituyendeo una filial independiente con
personal directive propio

RECOMEMNDAC ION I8
Fijarun periode midxime para tramitar todas
las autorizaciones necesaras para constrliry
paner en funcianarmienteuna instalacidn de
refina

RECOMENDACION 30
Dar uses alternatives a refinerfas sin use o
con exceso capacidad come el
almacenamiento, asegurando acceso a
terceras mediante cldusulas FRAND

BCNMC
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Repsol sale del accionariado de CLH y logra plusvalias
de 300 millones

La petrolera vende su 10% al grupo inversor Ardian por 325 millones de euros

Cepsa vende su participacion en CLH a Borealis
Infrastructure

» Esta desinwersion forma parte de su plan de optimizacion de activos

= El EEVA ha actuado como asesor fimanciero en la operacion

Cepsa ha alcanzado un acuerdo con Borealis Imfraestructure, imnversor imtermacional en grandes infraestructuras, para la
venta del §,15% del capital gue mantenia en la Compania Logistica de Hidrocarburos [CLH). La operacion se ha cerrado

esta manana.

Esta operacion, en la que BBVA ha ejercido de asesor financiero, formia parte del programa de optfimizacion de Cepsa, a
traweés de la ventia selectiva de actives de la Compania.

BP vende su participacion del 5% en CLH

BP ha vendido a un inversor institucional francés el 5% del capital que mantenia en la Compaiiia Logistica de Hidrocarburos
(CLH), informd la compafiia, que no precisd el importe de Ia operacion ni la identidad del comprador.

La petrolera, que ha sido accionista de CLH desde hace mas de 25 afios, indicd que seguira siendo uno de los principales

clientes del gestor de Ia red de terminales de productos petroliferos vy oleoductos de Espaiia.
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