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 P R E S E N T A T I O N  
 
 

Operator  

 
 Welcome to today's Repsol YPF Second Quarter 2009 Results Conference Call. 
 

 Maria Victoria Zingoni  - Repsol YPF - Director, IR  

 
 Good day, ladies and gentlemen, this is Maria Victoria Zingoni, Director of Investor Relations at Repsol. 
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On behalf of our company, I'd like to thank you for taking the time to attend this presentation and conference call on our second quarter results, 
which as you are aware were published today at the opening of the Madrid Stock Market. This presentation will be conducted by Mr. Miguel 
Martinez, our COO, and Mr. Fernando Ramirez, our CFO, is joining us as well. 
 
We have scheduled this presentation to last approximately 25 minutes, followed by a question-and-answer session in which we will try to answer 
any question you may wish to ask. Before we start, please, I invite you to read our disclaimer note. We may make forward looking statements 
which are identified by the use of words such as will, expect, and similar phrases. Actual results may differ materially depending on a number of 
factors, as indicated on the slide. 
 
I'll now hand the conference over to Miguel Martinez. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Thank you, Mari, and good day to all of you. 
 
Before I start my speech, I would like to apologize because we have realized that all the oil companies are -- we are all presenting results in such 
a short frame of time. Probably we are not giving you time enough or we're stressing your jobs. Sorry about that. And I will be available on 
Monday from -- for all of you on a one on one basis, just in case you may want to put any extra question. So on Monday from 8 o'clock up to 16 
hours Madrid time, I will be also available for you if you may put any other questions. 
 
Well, starting with the speech, I would have to say that CCS adjusted operating income reached EUR428 million, 70% lower year-on-year, in a 
difficult quarter, due to the extremely weak market conditions. Second quarter performance reflected the negative factors affecting the main 
variables in the industry. Let me point this out. 
 
First, overall lower prices. Oil prices were 51% lower, gas prices that we have were down 70%, and electricity pool prices in Spain fell 35% year-
on-year. Second, lower refining margins. Weaker demand for oil products due to the global economic crisis had a dramatically negative impact 
on medium distillates and on the margin of refineries which concentrate on this product. 
 
The cut in OPEC production also resulted in narrower spreads for light and heavy oils. Consequently, our refining margin indicator dropped a 
94% year-on-year, down to 0.5 or half a dollar per barrel. Nevertheless, we were able to maintain strong marketing margins than partially offset 
the drop in refining margins. 
 
And lastly, the declining global demand. Although there are signs of turnaround, total volume sales on a like for like basis dropped 7.3% year-on-
year. After this brief overview of the main highlight in the quarter, I will now describe results in more detail. 
 
As I mentioned, adjusted operating income at CCS reached EUR428 million and was 70% down year-on-year. Adjust net income in the quarter 
was EUR403 million, 56% lower than in the same quarter last year, which has been benefitted from higher net financial income and a lower tax 
rate. Let me now refer to the most important factors behind our quarterly results according to the different business lines. 
 
Starting with the upstream business, adjusted operating income in the quarter was EUR172 million, down 77% year-on-year, reflecting the sharp 
drop in oil and gas prices. The main variations affecting operating income were the price effect, net of royalties explained almost all the year-on-
year differences, EUR593 million, because of 51% lower realization prices for both oil and gas. 
 
With regard to gas, this is due to falling demand and lower market reference prices. The rest of the effects are a combination of, on the positive 
side, lower exploration costs, mainly due to the high rate of success that improved operating income by EUR54 million and a stronger dollar 
against the euro. 
 
And on the negative side, higher depreciation charges, mainly due to the Shenzi startup. 
 
It's important to point out that oil and gas production volume in the quarter was up 1.1% year-on-year on a recurrent-basis, despite the reduced 
OPEC quarter, and that excluding the extraordinary effects of contractual changes in Bolivia and Libya, production increased 8% year-on-year. 
This is mainly due to the Shenzi ramp up, one of the key projects of the strategic plan that is fulfilling expectations. 
 



FINAL TRANSCRIPT 

Jul 30, 2009 / 02:00PM  GMT, REP - Q2 2009 Repsol YPF Earnings Presentation 
 

4 
 
 
 

  

Regarding LNG, adjusted operating income in the quarter was EUR23 million, 28% higher year-on-year, affected by higher margins in the 
marketing segment. Also, this was partially offset by a sharp drop in the electricity pool price in Spain. 
 
Turning now to the downstream business, excluding inventory effect, adjusted operating income in the quarter was EUR56 million, 81% lower 
year-on-year, mainly affected by exceptionally low refining margins. Let me explain in detail the drivers affecting the refining margins. Over the 
past five years, Repsol's refining margin indicator was at an average of about $2 per barrel premium above the Northwest European Brent 
cracking spread. 
 
In this last quarter, affected by exceptional circumstances, the spread between Respsol's refining margin indicator and the Northwest Brent 
cracking margin decreased to approximately minus $1 per barrel, reflecting the impact of the spread on crude oil used as feed stock in refineries 
as well as on those end products. It's worth pointing out that this reduction is regular during the middle of the year around the driving season. 
 
However, we remain convinced that this competitive advantage will be maintained over the long term and that the present situation is mainly 
transitory. 
 
Let me explain why. 
 
Regarding crude oil, the cut in OPEC's production quota reduced the availability of heavy oil and, accordingly, resulted in narrower spreads 
between heavy oil and Brent. 
 
Therefore, refineries configured to process heavy and sour oils have been affected by narrower feed stock spreads. 
 
With respect to our company, approximately one-third of crude oil used as feed stock is heavy oil, especially Maya, the spread of which 
decreased the most. 
 
This factor reduced the premium by approximately USD2.50 per barrel this quarter in comparison with the same quarter last year. 
 
In relation to our product spreads (inaudible), gasoline has suffered the least, whereas spreads in mediums and distillates were narrower because 
of feeble worldwide industrial demand. 
 
These variations in the spreads of different products have a negative impact of approximately USD0.50 per barrel on the spread between Repsol 
refining margin indicator and the Northwestern Europe Brent cracking margin. 
 
Accordingly, refining systems focused on processing heavy oil and on maximizing medium distillates at the expense of gasoline have been the 
most affected by this particularly atypical situation. 
 
However, thanks to the advantage of managing our downstream business on an integrated basis and due to better performance in the retail 
businesses, we were able to recapture almost $1.50 per barrel out of the approximately $3 per barrel of production in the premium between our 
refining margin and the Brent cracking margin. 
 
It's our belief that the mentioned effect on the refining will turn around, supported by the economic recovery. The IMF's most recent prospective 
released in July mentions that the economy will start to recover over the course of 2010, growing at a rate of 2.5% during next year. 
 
Moreover, the improvement in liquidity position and risk perception in addition to the fiscal programs implemented to support demand are 
contributing to restoring confidence. Consequently, a rebounding economy will drive demand up and would have a positive impact in our sector. 
 
As to heavy oil spreads, even if the economy -- the economic recovery is not around the corner, the floor will be determined by the need to 
replace oil supply due to natural field decline, which has not been achieved due to the lower investments by the industry. 
 
Regarding spreads on oil products, these are more seasonal. The end of the driving season in the US and the start of the winter season in the 
northern hemisphere will contribute to relative growth in the month for diesel oil rather than for oil products. 
 
Consequently, refining systems such as ours, focusing on the production of medium distillates, should benefit from the expected wider spreads 
due to relative growth in demand. 
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While our investment decisions increase capacity and conversion in our refining system have been made on a long-term basis, where we are 
confident that macro conditions will improve, in the short term we are managing the situation taking advantage of our integrated refining business 
to face the crisis. 
 
Accordingly and in order to optimize our system, we suspend operations temporarily at some of our refineries -- in Cartagena from 19 April to 
June 30, at some of the topping and coker units in [Portellano] that produce narrower spread products from 4 May up to 30 June, and at our 
refinery in La Coruna from 4 May to 30 June. These are temporary measures in line with our crisis management business approach. 
 
After this brief explanation of the costs especially affecting the refining business, I will describe now the year-on-year turns in variations in the 
quarter. CCS adjusted operating income was EUR242 million lower year-on-year. Lower margins in refining, as explained before, and other 
minor effects diminished operating income by EUR367 million year-on-year. The other impacts were positive. 
 
In Peru, we benefitted from wider crude oil and gasoline spreads, while volumes remained steady. In marketing, operating income was 75% 
higher year-on-year and 14% than in the first quarter. Margins continued to show strong performance while volumes, even though still below last 
year's levels, have started to show some signs of recovery. LPD, with higher margins and stable fixed costs, were able to offset lower volume 
sales. Training and other activities explain the remaining difference. 
 
The chemical business, still suffering from the impact of the economic crisis, is starting to experience a shy recovery in volumes and margins. 
 
Regarding YPF, operating income was EUR129 million, 54% lower than in the same quarter last year. 
 
Adjusted operating income in the quarter was EUR95 million. 
 
Lower revenues despite higher prices at the pumping station decreased revenues from products sold in the domestic market, but influenced by 
international prices and stable costs are the main factors behind this performance. 
 
Year-on-year prices at the pump were significantly higher in the local currency -- gasoline EUR29 up and diesel EUR23 up. Prices in dollars 
remain higher than in the same quarter last year -- gasoline 8% and diesel 3% higher. 
 
This means that we were able to more than compensate for the 20% depreciation of the Argentinean peso against the dollar. It's worth mentioning 
that earlier this month, we were able to increase prices again at the pump in Argentina -- gasoline by an average 7% and diesel by 8% in the local 
currency. 
 
Moreover, at the beginning of July, the national government approved an increase in natural gas prices. This agreement is for production year 
market for power generation and for natural gas sold to residential consumers. 
 
This adjustment implies a change in the trend in relation to gas prices and therefore the start of a price restructuring process that will create an 
incentive for increasing the level of activity. 
 
For YPF, the size of the price adjustment implies a 15% increase on its mix of natural gas tariffs for the remainder of 2009 and 70% in the first 
six months of 2010. 
 
Despite the domestic price increase I have already mentioned, revenues as a whole have dropped year-on-year. The main reasons were lower 
revenues from products that even though sold in the domestic market are influenced by international oil prices -- GAP, fuel oil, and bunker -- and 
lower export revenues. 
 
In detail, the EUR229 million reduction in adjusted operating income is explained by the following -- lower revenues as mentioned before, net of 
withholding taxes, diminished operating income by EUR211 million; operating costs decreased by EUR52 million year-on-year, as a result of the 
cross-cultural program in place; higher depreciation charges which diminished operating income by EUR61 million year-on-year; and lastly, 
other minor effects explain the remaining difference. 
 
In gas natural, recurring operating income in the quarter was EUR165 million, with (inaudible) contributing EUR73 million of this amount. The 
financial costs of this expedition has an impact of approximately EUR55 million on our P&L in this quarter. 
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Summing it up, after this explanation you can see that deteriorating market conditions were the main reasons we had the drop in operating 
income, despite management's efforts aimed at increasing production and retail price and the success achieved in our cost control program, as I 
will describe later in greater detail. 
 
Let me now mention some of the key issues and events in this quarter. 
 
Exploration success, so far this year we have announced 13 new discoveries, bolstering the exploration success achieved last year. Since our last 
conference call on first quarter results, two additional discoveries were made in Spain -- Montanazo and Lubina -- which will double our 
production in this country. Furthermore, yesterday we announced the Vampira discovery in block BM-S-48 in Brazil, where we are the operators. 
 
Second, costs savings plan, the results of the costs savings plan implemented by the company in the first half of the year are in line with the 
expectations announced earlier this year. In these first six months, the accounting figure of manageable costs was EUR624 million lower than last 
year. Considering other valuables on a like for like basis such as the exchange rate, levels of activity, and any other accounting adjustments, we 
achieved EUR321 million in cost savings. 
 
In Venezuela, several agreements were reached this week, coincident with the visit made by Spain's Minister of Foreign Affairs and our CEO to 
Venezuela, which we summarized below. The Vampira well was awarded to PetroFalcon in which Repsol holds a 40% stake. 
 
Beyond the importance of this new concession, it's important to mention that Repsol will be able to use as payment the voucher that it holds 
resulting from the immigration of operating agreements to private joint ventures -- private-public joint ventures. 
 
This means that the voucher, valuable since 2006, will be monetized with oil and gas reserved. We divested in electric power through the sale of 
Termobarrancas and Barrancas. And finally, Repsol and Petrobras have reached a purchase agreement and progress was made in improving the 
bilateral relations of both companies. 
 
Finally, investment plan on track. The investment plan outlined in the company's strategic plan remains on track with the adjustments already 
announced in the first quarter. On a half-year-basis ex cash, net, we are maintaining the same level of investments as last year. Our sound pre-
crisis financial position enabled us to go ahead with our core investments even in a period in which the different business variables have been 
simultaneously affected by exceptionally adverse conditions. 
 
Allow me now to explain our financial situation in detail. As of 30 June, total liquidity ex cash, net was EUR5.5 billion, consisting of EUR2.2 
billion in cash and cash equivalents and EUR3.3 billion in available credit facilities. 
 
At the consolidated level, total liquidity was EUR6.1 billion. The group's net debt at the end of the quarter totaled EUR7.4 billion, EUR3.6 billion 
excluding gas natural, since Union Fenosa was included in the scope of consolidation of Gas Nat in this quarter. 
 
The low net financial costs in this quarter are mainly due to the good results achieved in the active management of the group's foreign exchange 
rate positions. 
 
This second quarter was exceptional due to the negative performance of practically all external variables. 
 
Nevertheless, the objective of the various implemented management measures, such as the temporary shutdown of various refining units, the 
applications for labor force reduction at the chemical business, price management in marketing area, and the cost control program are partially 
offsetting the adverse effects of the macro scenario. 
 
The forecast for the second half of the year indicates that we should start to see some improvement thanks to the increasing gas prices and price 
pump in Argentina, which have already been agreed and are currently enforced as well as the start of the winter season in the northern 
hemisphere, which should mean higher gas and diesel prices. In addition, the current scenario both in refining and the chemical business is not 
sustainable over time and should turn to show some improvement. 
 
In short, this was a particularly difficult quarter and the outlook for the second part of this year is that we should begin to see some improvements 
for the reasons that I mentioned before. Thank you very much for your attention and I would be pleased to answer any question you may have. 
 
 
 Q U E S T I O N  A N D  A N S W E R  
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Operator  

 
 We will now begin our question-and-answer session. 
 
(Operator Instructions). 
 

 Maria Victoria Zingoni  - Repsol YPF - Director, IR  

 
 Okay, we have the first question coming from Pablo Pena-Rich from BPI. 
 
Pablo, please go ahead. 
 

 Pablo Pena-Rich  - Banco Portugues de Investimento - Analyst  

 
 Good evening. There are a couple of questions. 
 
First of all, regarding refining margin, I got the explanation you made about the different items that are a part of the refining margin, but my 
question is if you're expecting an improvement in refining margins basically in the spread of Repsol, if you could assess in which of the three 
items you have mentioned then the spread between heavy or light oil or the gasoline, diesel, or even the seasonality, or if it's a combination? 
 
And if you could, assess on which would be the spread on refining margin for next quarter, if you think that the recovery will be in the next 
quarter or in a longer term. Could you give us a little bit more detail? 
 
Second question is regarding the [Shenzi] production. I was wondering if you are planning to reach the peak production, which if I'm not wrong 
should be around 28 to 30 Kboepd for Repsol, if you are planning to reach it in the third quarter or at least by the end of the year. 
 
And the last question is regarding YPF. There have been rumors regarding a possible divestment, a possible sale to some other groups. My 
question is only if you are taking into consideration selling a stake above 35% that would mean having less than 50% of YPF? 
 
Thank you very much. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Thanks, Pablo. 
 
Well, regarding the first one, I will split short term and medium term. Short term, I think that the advantage of refining for the next quarter will be 
due basically to the increase in demand in diesel. I mean, the winter will generate more demand in diesel and this will help out our system which 
is totally focused on diesel. 
 
Long term, as I mentioned, I think that in one hand the spread of the different type of oil will increase. Once OPEC includes all their production, I 
think that the spread between heavy and light crudes will show up and furthermore, our bet is refining or growth in the long term -- and this is 
what we are betting for, diesel products. So I would say the long term -- the existing margins we have suffered this quarter are not sustainable at 
all. 
 
Regarding the second one, [Shenzi], we will obtain the peak of the production by the end of July, the beginning of August, and it would be 
140,000Kboepd. And we own that at 28.8%. And regarding the divestment in Argentina, I think that -- I mean, Argentina and our position there is 
not new. Since 2005, we have been announcing that our intention was to balance our portfolio and to somehow divest in YPF -- not because we 
do not see potential in YPF, but simply because it's way too large for us. 
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So in that sense, we -- as you know, we start selling a 15% to the Peterson Group, then we tried the IPO, which the timing was not correct. But all 
the management -- Board representations, in all the conference calls practically have been telling you all that we -- it was our goal and that we 
will be working on it 'til we really obtain a cut in our exposure to Argentina. 
 
Our intention is to divest and I would say that the IPO is a train of -- which was our prior goal, which was something below 25%. At the end, 
right now, we don't have anything on the table which is binding or something like that, so we'll keep working. We'll keep working in order to 
improve our portfolio. 
 
Did I answer you, Pablo? 
 

 Pablo Pena-Rich  - Banco Portugues de Investimento - Analyst  

 
 Yes, thank you very much. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Okay, thank you. 
 

 Maria Victoria Zingoni  - Repsol YPF - Director, IR  

 
 Okay, next question -- we have it coming from Iain Reid from Macquarie. 
 
Iain, please? 
 

 Iain Reid  - Macquarie Securities Group - Analyst  

 
 Hi, Miguel, it's Iain Reid from Macquarie. I wonder, could you go back to those gas price increases you talked about in Argentina? I didn't quite 
understand whether you meant that those increases are 50% in '09 and 70% in '10, related purely to the industrial part of the portfolio or to the 
whole portfolio. And from what sort of benchmark timing should we expect these increases to be based? To be based on, for instance, the price 
last year adjusted for the peso deflation. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Okay, thanks, Iain. 
 
Well, first, I have to say that in comparison with -- the government ruling established the changes only for distribution and for electricity purpose. 
So industry is out of the picture. In industry, we already have a free price. That's the first comment. 
 
Second comment is it's the first time the price was changed in the last eight years if I'm not wrong, so it's a good trend that we are seeing here. 
 
Third, on a yearly basis, it will represent EUR240 million before taxes -- sorry, $240 million before tax for YPF and -- for the whole year, okay? 
 
And finally, I would have to say that basically what they are doing is increasing the price at the pump -- price for distribution -- I mean, retail, by 
$0.40 per million BTU this year, $0.50 per million BTU next year, that's for the domestic consumption, okay, at the well head. 
 
And in the industry, the oil price right now is $1.72 per million BTU and it will ramp up ending in December at $2.68 per million BTU, which 
will be the price for the next year. 
 
Okay? 
 

 Iain Reid  - Macquarie Securities Group - Analyst  
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 Sorry, that last -- the $1.72 to $2.68, you said --. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 That's for the electricity production. 
 

 Iain Reid  - Macquarie Securities Group - Analyst  

 
 And how much of that is -- and what proportion of that is your total gas sales? 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Well, it depends on the quarter, basically. 
 
But for example, in this quarter we have reduced approximately 500 million cubic meters in industry while growing about 300 million cubic 
meters in the industry. To give you some type of split, I would have to say that retail represents approximately a 25% -- 20 something percent, 
electricity production represents a 40%, while industry could represent probably 25% to 30%. 
 

 Iain Reid  - Macquarie Securities Group - Analyst  

 
 Okay, thanks a lot. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 And then the rest is DMC and some extras, but really a very limited amount, okay? 
 

 Iain Reid  - Macquarie Securities Group - Analyst  

 
 Okay, thanks. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 You're welcome. 
 

 Maria Victoria Zingoni  - Repsol YPF - Director, IR  

 
 Thank you. 
 
We have the next question coming from Hootan Yazhari from Bank of America. 
 
Hootan, please go ahead. 
 

 Hootan Yazhari  - Bank of America - Analyst  

 
 Good afternoon, just a question on the downstream. 
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We've seen that crude spreads continue to be under pressure, diesel margins continue to be weakening, gasoline margins have started losing their 
seasonal support. Is a potential idling of the Cartagena refinery or any of your other refineries in the cards again and should we expect similar sort 
of profitability levels in the third quarter if we see current trends continuing until the end of the quarter? 
 
Thank you. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Well, if everything remains the same, for sure the results will be pretty close to those presented in the second quarter. But we think that the 
second quarter -- the fall in the industrial production in Spain has been enormous. We are talking here about a 25% reduction on last year. And 
we start to see some trend of improving in consumption as well as in the industry. And normally, the fall we have suffered in diesel was basically 
on the industries. 
 
If we add up that the winter is coming, we expect a higher demand in the second part of the year. Normally, the second quarter -- it was shown in 
one of the slides of the webcast -- shows that normally, the second quarter is the weaker we have because our system is based in diesel. So if 
diesel moves a little upward, we expect a little improvement on this second part of the year. But we don't expect much on the oil spread, heavy 
and light, it's simply an expectation of diesel demand here in Spain. 
 

 Hootan Yazhari  - Bank of America - Analyst  

 
 And is the idling of the Cartagena refinery another possibility going into the second half of the year or are you confident that you can keep this 
running profitably for the rest of the year? 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 I mean, normally, on a daily basis, we operate our system as a unit and based on cash -- straight cash. So if necessary, we will shut it down again. 
But basically right now what we are doing is improving the margin of Cartagena which is basically a hydro skimming refinery, using it in one 
hand to produce lubes and in the other to generate a synthetic crude with half of the naphtha, we are taking out the naphtha, and sending this 
crude to [Puerto Llano] in order to run the petrochemical business only at half its capacity in [Puerto Llano]. 
 
So basically, we optimize the whole system. If our optimization indicated that we have to shut it down again, we will do it. 
 

 Hootan Yazhari  - Bank of America - Analyst  

 
 Thank you. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 You're welcome. 
 

 Maria Victoria Zingoni  - Repsol YPF - Director, IR  

 
 Thank you, Hootan. 
 
We have the next question coming from Irene Himona from Exane BNP. 
 
Irene, good afternoon. 
 

 Irene Himona  - Exane BNP Paribas - Analyst  

 
 Good afternoon. I have just a few questions, please. 
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Firstly on cost cutting, I believe, Miguel, you mentioned a figure of EUR624 million. I'm just wondering what exactly is the percentage of the 
total cost. In other words, what is the cost of base, of which you are saving those costs? Are these operating costs? Is lower energy part of that 
benefit? Is it self-held? What is it exactly? 
 
That's my first question. My second question concerns gearing, including Gas Natural. Do the credit agencies look at Repsol as a whole or do 
they strip out Gas Nat? What sort of discussions are you having with them? 
 
And then my final question on the -- I believe the strategy plan is based on about $5 refining margin. And obviously I take the point that $0.50 is 
clearly not sustainable. But assuming we remain here for another three or six months, assuming the economic recovery takes a little bit longer, 
what changes do you make strategically to cope with that? To sort of bridge the cash flow gap that would obviously emerge? 
 
Thank you. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Thank you, Irene, sorry. 
 
Well, regarding the first one, when we talk about management and manageable costs, we're talking basically about the three components. One is 
human resources, or personnel expenditures. The second one is suppliers and OpEx. And the third one, basically, is transport logistics and all of 
that stuff. 
 
When I mentioned two figures, the first one the 600-something, is the few we have reduced on accounting basis, okay? Simply like-for-like to -- 
taking the accounts and what the accounting shows. 
 
The second exercise, which reduced this amount down to 300-something, 320, I think it is, it's basically trying to be somehow serious and put 
more pressure on the business units, not accepting and reduction that does not depend on them. For example, energy prices. For example, 
commissions paid to the service stations. I mean, if we are selling less liters, we do not accept a set reduction, decrease in the commissions. This 
goes simply by liters. 
 
So we try to look on a like-for-like position. The dollar is another factor. I mean, when we do this exercise, the 600-something gets reduced to 
300 -- EUR321 million. And this represents a 7.5%, 7.5%, of the cost we have had in the first two quarters, which are EUR3,971,000,000, in the 
concepts I mentioned before. 
 
And I will pass the questions regarding the credit agency opinions and the gearing situation to Fernando Ramirez. Okay? 
 

 Irene Himona  - Exane BNP Paribas - Analyst  

 
 Thank you. 
 

 Fernando Ramirez  - Repsol YPF - CFO  

 
 Good afternoon, Irene. 
 
As you know, we have disclosed, through this transaction, that following the takeover of -- by Gas Natural, we have disclosed the full transaction 
to the rating agencies in order to understand if they have some concerns. We have to have some concerns about our rating because of this 
transaction. 
 
The answer has been negative. No specific concern in our case. And in -- after that, we have the -- our ratings have changed, eliminating the 
negative outlook. In that, I think that the increase in debt that is coming from Gas Nat, because of this acquisition, they are relating it to the cash 
generation of Gas Nat and not related by exactly our cash generation. 
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It doesn't mean that they don't consider somewhat the global consolidated debt that we have in our balance sheet. But I think that they separate 
very clearly the debt that is generated by -- or the cash generation of our activities, that is a step that we are consolidated, but it is not directly 
translated to our activities. This is my personal impression. 
 

 Maria Victoria Zingoni  - Repsol YPF - Director, IR  

 
 Anything else, Irene? You asked -- you also asked about the current rates, okay? 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Irene, Irene, regarding the second one, I mean we are managing the situation almost on a minute-basis. I mean, volatility is the name of the game 
right now. I mean, if you remember last year, in the first quarter, we were presenting 2.1 billion results and we end up the year with 2.7 billion. 
 
Right now things are changing really fast. And we'll have to see, but it's true also that it is not only refining. I think that the strength of the 
downstream of Repsol is enormous and furthermore in the next quarters we will have also the -- I mean LPG will start again with the winter. 
 
So we'll have to see. It's not easy to answer what will happen if the things continue like that. 
 
We will have to go on a -- almost on a daily basis. And then we will take the measures required at a given moment. 
 

 Fernando Ramirez  - Repsol YPF - CFO  

 
 Yes, Irene, I am Fernando Ramirez, again. This is not -- we do see the figures. Our cash position has deteriorated some much on the P&L. Our 
cash position right now is EUR5.5 billion and at the end of the year, EUR6.3 billion. It means that we are in a quite sound position, even in the 
present circumstances. 
 
The -- you -- if you regard at the same time, is net investment act does not balance, cash generation is almost equal. It means that we had in the 
situation to which we can maintain our levels of investment without putting the -- in trouble our financial position at least for the next 12 months. 
And we would see as the deal rates back. 
 

 Irene Himona  - Exane BNP Paribas - Analyst  

 
 Okay. Thank you very much. 
 

 Maria Victoria Zingoni  - Repsol YPF - Director, IR  

 
 Okay. Thank you, Irene. 
 
We have the next question coming from Jason; Jason Kenney from ING. 
 
Jason, good afternoon. 
 

 Jason Kenney  - ING - Analyst  

 
 Good afternoon. 
 
Maybe a follow-up on Irene's question and just a bit more focus on the free cash flow. I think Repsol may be looking at negative free cash flow 
this year. And in your strategic plan, you've got a target of 15 billion free cash flow generation over 2008, 2012. I know that you said before this 
is going to be back loaded, but given the pressure on the near term, and I understand your cash position comments from the earlier answer, I just 
wondered if you are reassessing that strategic goal? 
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Secondly, if I may, could you just update us on your view of development priorities and timing for the key projects in Brazil? 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Thanks, Jason. 
 
Well, first I have to point out that if you remember in the figure you gave me, it was included the divestment of YPF. Okay? That's as a first 
comment. 
 
Second comment, it was based on a situation in which refining margins were the ones we expected, which is not the situation in this quarter and 
this is logically affecting the figures. 
 
Third, it was based also on a situation in which the chemical business was in a, I would say, in a regular basis. 
 
So we have been through a quarter in which none of these conditions has been on the table. If the conditions we include in this strategic plan 
return, for sure we will sign this 15 billion. But this includes, as I mentioned, the three factors as I told you before, including the divestment of 
YPF. 
 
And the second question, Jason, sorry, was? 
 

 Jason Kenney  - ING - Analyst  

 
 Yes, your view on development priorities and timing for the key projects that you have involvement within Brazil. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Okay. I think that in Brazil, basically its Petrobras, the one that is the leading and the driving sales. Okay? 
 
But we think that we already have three -- 30 PCOs ready to work on Block BSM 9 and we believe we will start production in 2013 and the first 
rig that will come into scene would be [Juara]. In Juara, we will be doing some tests of production this year and long-term production process will 
be held in 2011. So we will expect 2013 to be the first year in which we will start the production there. 
 
And this is going to be the first step. And then we will go seeing step by step. So it's important to know that the development plan, it's improving 
every day. Because the new data that we have and the new discoveries we reach give us a better view of the future of Brazil, which is very, very 
exciting, by the way. 
 

 Jason Kenney  - ING - Analyst  

 
 What's the timing for panoramics and the shallow gas finds? 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 I think that this part would be developed later and our goal right now is to be onstream by 2015. 
 

 Jason Kenney  - ING - Analyst  

 
 Okay. Many thanks. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 You're welcome. 
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 Maria Victoria Zingoni  - Repsol YPF - Director, IR  

 
 Thank you, Jason. 
 
We have the next question from James Hubbard from Morgan Stanley. James, good afternoon. 
 
Okay. We will move to the next question. [Inez Capalia] from UBS. 
 

 Inez Capalia  - UBS - Analyst  

 
 Good afternoon. I had just a couple of questions. 
 
Firstly, I was wondering what has the Argentine government reaction been to the possibly entry of a Chinese company into the -- into their oil 
industry? I was wondering if you could just give some color on that. 
 
And secondly, I was wondering, would you look to increase your dividend payout this year to above 50%? Or are you willing -- or are you just 
going to stay at 50% or below for 2009? 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Well, the first one, as you all know, any agreement we may reach should have to be approved by the Argentinean authorities and also by our 
partners in YPF. And we haven't commented anything to the Argentinean government because there is nothing binding in the table right now. We 
keep working and at the given moment, we will present. But we don't have any input right now from the Argentinean authorities. 
 
Regarding the second one, regarding dividends, I would have to say that since we took our positions in the company, we have been very sensitive 
with the dividends. We have increased dividends from EUR0.5 per share up to 1.05 last year. But this has been possible based on a frame in 
which financial discipline is the name of our game here. It's true that our goal is to reach a 50% payout ratio in a -- in normal conditions. And 
right now, and with the volatility we have in hand, I cannot give you an opinion on how -- an exact figure on which dividend it will be. 
 
What I can tell you is that we will keep in the main frame I mentioned before. Financial discipline and our goal is to reach this 50%. But we will 
have to see how the year ends and then we will take a decision. 
 
And not only how the year ends. But also how 2010 will look in front of us when we take the decision. 
 
Sorry I cannot tell you more. 
 

 Inez Capalia  - UBS - Analyst  

 
 Okay. Thank you. 
 

 Maria Victoria Zingoni  - Repsol YPF - Director, IR  

 
 Great. Thank you, Inez. 
 
We have the next question from Dave Thomas from Citigroup. 
 
Dave, good afternoon. 
 

 Dave Thomas  - Citigroup - Analyst  
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 Yes. Good afternoon. And a couple of questions please. 
 
Firstly, in terms of YPF's -- YPF gas realizations, can you say what your expectations are in terms of export gas, now that the Chilean LNG is 
starting up and I believe that you've been getting good gas prices for exporting to Chile. So what's the outlook there? 
 
And just a bit of a detail question on YPF also. What was the refining margin in the second quarter within YPF? 
 
And actually a third question, apologies, was were there any additional costs in your downstream business in Spain in the second quarter from 
maintenance? Did you use the opportunity of the shut-ins that you had? And were there any costs that were embedded in your earnings there? 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Well, regarding the first one, Dave, actually our gas exports to Chile are totally marginal. Despite the fact that they really have a good price, the 
first part of this price have to be returned to the authorities because of the tax they have put on exports. 
 
But second, it's basically -- it's totally margin out volume stocking. To give you a figure in this second quarter, we only support 90 million cubic 
meters. So it's still marginal. 
 
Regarding refining margins in Argentina, really we consider the whole YPF as a unit. Because it's quite difficult to analyze margins in a business 
in which we basically produce what we refine and we refine what we sell. Especially because there's no reference to a regular, I would say, 
market price. 
 
The price of the barrel in Argentina, it's always correlated to dollar. That's the reference. So it is not that easy to establish refining margins. 
 
Basically, what we have is, first, all throughout the process, costs in the upstream area, costs in the refining, costs in the logistics and costs in the 
distribution and in the network. And this goes against the pump price. So I -- it's somehow mutual. And we really don't look at the refining 
margin in Argentina, but we can do them through investors. Maria will send you the data, I will at least give you some light in order to -- for you 
to realize how we handle it there. 
 
And regarding the Cartagena shutdown, we basically anticipate costs, not the other way around, using the stop of the operations in Cartagena to 
advance maintenance that we'll have to do in the future. 
 
And we have to spend these two, three months doing extra maintenance there. 
 
Did I answer you? 
 

 Dave Thomas  - Citigroup - Analyst  

 
 I guess. I was just trying to see if there were any additional costs, but I can talk to investor relations. Don't worry. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Okay. Thank you. 
 

 Maria Victoria Zingoni  - Repsol YPF - Director, IR  

 
 Okay. Thank you, Dave. 
 
We have now Lydia Rainforth from Barclays. 
 
Lydia, please go ahead. 
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 Lydia Rainforth  - Barclays - Analyst  

 
 Hi, Miguel. Can you quantify for us the benefit to YPF operating profit from the increase in prices that is now going through in Argentina? And 
does that change your perception of value for the YPF business in terms of any disposal that you might make? 
 
And then secondly, just on the financial hedging, so that you've had this very significant gain this quarter, can you give us any guidance on that 
going forward? 
 
Thanks. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Yes, I'll take the first one and I'll pass to Fernando the second one. 
 
Yes, we will clearly benefit from the both, increasing prices at the pump that I mentioned. This was the first increase, which was 8% and 7% was 
effective the 29th of June. And the ruling regarding the new gas prices are effective the first of July. 
 
For this year, the gas impact will be something around $80 million or something like that. $80 million. Before taxes. And on a yearly basis, if we 
compare it with the prior existing situation, it would be, as I mentioned before, $240 million per year. And I'll pass the second one to Fernando. 
 

 Fernando Ramirez  - Repsol YPF - CFO  

 
 Yes, while we try to manage our foreign exchange position, deepened foreign exchange position that we have, very happy. Our main policy is 
never open a net financial position because of these activities. We have operating net positions that we try to hedge or re-open, depending on the 
market circumstances, trying to benefit from any opportunity that the market gives to us, but we speculated. And we think that speculation in that 
sense is to open financial positions by itself. We never do it. We only open and close the operating positions regarding the different market 
conditions. 
 
For sure that in the first half of the year, we have more opportunities because our positions are bigger at the beginning of the year, we got all the 
future operating gain from -- expected gain from the toss up there in net sales in dollars. And at the end of the year, our position is shorter, 
smaller. It means that we -- you cannot extrapolate benefits that you have in the first half to the second half because our positions are smaller and 
we don't speculate this. 
 

 Lydia Rainforth  - Barclays - Analyst  

 
 Okay. Great. Thanks. 
 
If I can just come back --? 
 

 Fernando Ramirez  - Repsol YPF - CFO  

 
 Sorry? 
 

 Lydia Rainforth  - Barclays - Analyst  

 
 Sorry. If I can just come back to the value of YPF, I think that originally when the initial disposal funds were put in place, I think the company 
always said that they wanted to achieve the $15 billion that they paid for YPF. Is that still the same in terms of any potential disposal? 
 

 Miguel Martinez  - Repsol YPF - COO  
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 Well, I mean, 15 billion was the price that we negotiated with the [Patterson] Group. Right now, we do not have a fixed price. I mean, we are 
negotiating, we are in the middle of a process and we don't have any established figure right now. 
 

 Lydia Rainforth  - Barclays - Analyst  

 
 Thank you very much. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 You're welcome. 
 

 Maria Victoria Zingoni  - Repsol YPF - Director, IR  

 
 All right. Thank you, Lydia. 
 
We have now Alastair Syme from Nomura. 
 
Alastair, good afternoon. Please go ahead. 
 

 Alastair Syme  - Nomura Securities - Analyst  

 
 Hi, Miguel. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Hi, Alastair. Hello. 
 

 Alastair Syme  - Nomura Securities - Analyst  

 
 Can I just ask, I guess this is another question related to YPF value. About if you're sort of looking into the future, maybe into next year, what 
you think the dividend distribution might be able to reach with the new pricing in effect? 
 

 Maria Victoria Zingoni  - Repsol YPF - Director, IR  

 
 Sorry, Alastair. Could you repeat the question? 
 

 Alastair Syme  - Nomura Securities - Analyst  

 
 Just wondering what you think the dividend distribution at YPF might be able to reach now that you've got this new pricing in effect? 
 

 Maria Victoria Zingoni  - Repsol YPF - Director, IR  

 
 The dividend of YPF? 
 

 Alastair Syme  - Nomura Securities - Analyst  

 
 Yes. 
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 Maria Victoria Zingoni  - Repsol YPF - Director, IR  

 
 Okay. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 In YPF, Alastair, we keep the same policy in the last two or three years, which is basically a 90% pay out. And this is the fear we are handling. 
We will have to see, also, how the year ends. 
 
And as I mentioned, the perspective for the second part are bare, but it will be a 90% pay-out, what we have been doing in the last two or three 
years. 
 

 Alastair Syme  - Nomura Securities - Analyst  

 
 I guess I'm -- I guess I'm really asking for a profit forecast. I mean, do you think you can pay out as much dividends as you did in '08 when you 
geared up the balance sheet? Or is it going to be substantially down on that? 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 No, I think that regarding our reserves distribution, we have done in the last two years, what it was possible. So right we will have to attach to the 
90% pay-out ratio I mentioned to you before. 
 

 Alastair Syme  - Nomura Securities - Analyst  

 
 Okay. Thank you very much. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 You're welcome. 
 

 Maria Victoria Zingoni  - Repsol YPF - Director, IR  

 
 Thank you, Alistair. 
 
We have now Colin Smith, ICAP calling. Good afternoon. 
 

 Colin Smith  - ICAP - Analyst  

 
 Good afternoon. It's ICAP, actually. 
 
I just wondered if bearing in mind where the balance sheet is and the uncertain outlook, if you had to make a choice, I wonder if you could just 
prioritize what you would do first out of cutting the dividend, cutting CapEx, selling down a portion of your stake in Gas Natural or selling a 
portion of your Brazilian acreage? 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Well, that's a good one. 
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I have to say that first we have to reach the end of the year to -- in order to see not only how our P&L and our cash generation for 2009, but also 
for 2000 -- the one thing that is clear is that --. 
 

 Colin Smith  - ICAP - Analyst  

 
 I'm sorry, I'm having trouble hearing you. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 There is much noise, but I think it's in your side of it. 
 

 Colin Smith  - ICAP - Analyst  

 
 Okay. 
 

 Maria Victoria Zingoni  - Repsol YPF - Director, IR  

 
 Hello? Colin? Can you hear us? 
 

 Colin Smith  - ICAP - Analyst  

 
 I can hear you much more clearly now. You were just sort of fading in and out a little bit. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Okay. I'll start again. 
 
My first comment was that first we have to reach the end of the year to see really how 2009 was at the end. First point. And volatility is 
[announced] and we'll have to see that as a first step. 
 
Second, regarding YPF, I think it's important to mention that we are not in a process of selling YPF because of the dividends or because of the 
balance. We are simply trying to sell a part of YPF because we think that the company, Repsol, would be better with a lower stake in YPF. It's a 
portfolio of risk issue. It's not a dividend issue. 
 
Okay? 
 
And the -- if I have to be a corner and I have to choose between Gas Nat or YPF, the Brazilian acreage or the dividend, I think it will not be my 
decision, the one that will end up. So we have to measure everything and see the whole thing. For sure, Brazil is something we have been 
working very definite. I think it's the future of the company. 
 
Gas Nat is an investment that [Antonio Brufau] has mentioned many times. That is a good asset. We feel very comfortable with it. But it is an 
asset, which gives us optionality. 
 
And finally, YPF, as I mentioned, is a private, that we will do it independently of the dividend situation. So I don't know if I answered you, but to 
me, Brazil is very important and Gas Nat is optional and YPF, we want to do it independently from the dividend situation. 
 

 Colin Smith  - ICAP - Analyst  

 
 Actually the other alternative I was suggesting was cutting core CapEx further. Rather than -- I mean, I understand your position on why -- I 
understand the position on YPF, I think. It was really just -- I mean, bearing in mind that your net cash flow this quarter was just a fraction of 
your investing activities and your gearing, especially if you take out the non-current financial assets, is north of -- it's pushing 45% on your 
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definition. 50% on a conventional definition. It looks very, very tight. I mean, do you -- I mean, you may not have -- you may not be able to wait 
until the end of the year before having to make those kind of choices. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Well, I have to say that, first, in this quarter, Gas Nat, I think that our EBITDA was something as 1.5, EUR1,450,000,000, so something like that. 
While our investments were only 1 billion. 
 

 Colin Smith  - ICAP - Analyst  

 
 But your net cash flow, not your EBITDA. Cash flow in the quarter was EUR673 million. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Yes, but on there you have the, if I'm not wrong, you have the fact of the investment in Gas Nat, which is not reputable in time. First step. 
 
Second step, P&L in the results in this quarter are not totally exceptional due to the refining situation, due to the gas price. And -- but at the end, 
if you are right, and we end up in that situation, we will have to choose. But as I mentioned, the investments, it's one way to solve the situation. 
And I mentioned at least my preference. As I mentioned that Brazil is very important for us, that Gas Nat is optional and that why do we want to 
do it. 
 
Furthermore reduced investments in other areas is not that easy right now. And I will tell you why. 
 
First, because basically the refining and marketing programs both in Cartagena and [Ilvo] are already on course. We have analyzed how much it 
will cost to stop it. And to stop those projects for, let's say, two or three years, will have an enormous cost right now. So close to EUR400 million. 
So we will go with those in front. 
 
We will be willing to cut other investments that could work on the year. We have Libya, which not that big, and this area is in our field. And the 
rest of the investments, Brazil, and Gulf of Mexico, are quite difficult to be stopped right now. So I don't see any way we can cut our existing plan 
more than we have done. With Sheniz and with Block 39, which has been the first two projects to fall down. 
 
And this is what I can comment to you. But --. 
 

 Colin Smith  - ICAP - Analyst  

 
 So basically, just to summarize, I think what you're telling me is that if -- I mean, obviously you'd do a deal on YPF, but if that can't be done at 
the price that you're willing to accept, you don't think you can cut CapEx? You wouldn't choose to sell the position in Brazil. And therefore, it 
would come down to selling gas -- a piece of Gas Nat and/or paying out less in dividend. 
 
Is that right? 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 My -- to be precise, I mean, cash flow ex Gas Nat this first six months, okay? Have been a little over investments under six months. This is as a 
first asset. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Half the year end. Because (inaudible) it will not and situation with the large margins come -- will come back a little and we will have. 
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And third, if we are in that situation, and if this is the final step, my perception is that divestments will come one way or the other. But we will see 
at that moment. 
 
The three reason conditions. First one, in Brazil we are very much interested and it's a chunk of the future of the company. 
 
Second, Gas Natural is optional. 
 
Third, YPF, we want to sell. 
 
This is how I can. 
 

 Colin Smith  - ICAP - Analyst  

 
 Okay. That's very helpful. Thank you very much. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 You're welcome. 
 

 Maria Victoria Zingoni  - Repsol YPF - Director, IR  

 
 Thank you, Colin. 
 
We have the next question from Neill Morton from MF Global. 
 
Neill, good afternoon. Please go ahead. 
 

 Neill Morton  - MF Global - Analyst  

 
 Good afternoon. 
 
I was intrigued by your comments on the big gas price increases in Argentina. How confident are you that the Argentine government, which 
recently suffered a setback in the midterm elections and is struggling to get re-elected in 2011, can actually push through big increases against 
what is bound to be fairly strong consumer opposition at the sort of low point in the economic cycle? 
 
And also, how confident are you that the extra revenue that will accrue? Will that accrue to producers? Or will it simply go straight to the 
government? 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Two things. Thank you for the question. Because I think it will clarify the situation. 
 
First, last year, there was a price increase to the final consumer and that price increase was recaptured by the government. This price increase was 
due to the imports of LNG and the imports from Brazil. That was included as a different line in the receipts that people received when they paid 
their gas in Argentina. 
 
So right now, what they are doing is turning back to the producers what the state has been capturing in this part of the business. So initially there 
would not be any extra costs for the final consumer, and this increasing in price refers only to the producers. 
 
Okay? 
 
And my expectation is I'm sure that they will fulfill it. I mean, they were there, the ones that announced and published it. 
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 Neill Morton  - MF Global - Analyst  

 
 Okay. So it's basically an increase in the wellhead price, not an increase in the -- 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Totally certain. Totally, 100%. 
 

 Neill Morton  - MF Global - Analyst  

 
 Okay. 
 
If I could just follow-up, on the -- 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Also you have to think, the reason for that, I mean, is not that they are so generous. Think that the provinces obtain also part of the royalties, 
based on the gas price. That is quite low. And the pressure from the provinces into the central government is important, first step. 
 
Second step, at these prices the investments, regarding us and all the areas, has been reduced in Argentina, and that's the reason why in order to 
keep labor working in the fields, they need to put some incentive on the producers. 
 

 Neill Morton  - MF Global - Analyst  

 
 Okay. If I could just switch on to exploration, a couple of quick questions. 
 
When do you plan to drill Angostura in the Gulf of Mexico? And when do you plan to drill in Cuba? 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Angostura will be in by the end of August. Okay? By the end of August, we will have the -- we will reach the objective. 
 
And regarding Cuba, probably it will be the end of 2010, 2011. If things goes well. Because right now it's flat. It has been quite difficult to find a 
drill to move it into the island. 
 

 Neill Morton  - MF Global - Analyst  

 
 Okay. Thanks. 
 
I have just one final quick housekeeping point. The bottom of the cash flow statement, page 22. There's an "other proceeds" payments and 
financing activity, it's a EUR404 million in the first half. What does that relate to? 
 

 Fernando Ramirez  - Repsol YPF - CFO  

 
 It is related to -- which is the one. 
 

 Neill Morton  - MF Global - Analyst  
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 It's the first half cash flow statement. 
 

 Fernando Ramirez  - Repsol YPF - CFO  

 
 Yes. 
 

 Neill Morton  - MF Global - Analyst  

 
 Towards the bottom. 
 

 Fernando Ramirez  - Repsol YPF - CFO  

 
 Yes. 
 

 Neill Morton  - MF Global - Analyst  

 
 A big inflow of 404, EUR404 million from the proceeds of financial -- financing activities. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 This is the net payments of -- for collateral for derivative operations. Hedging derivatives. Mainly. 
 

 Neill Morton  - MF Global - Analyst  

 
 Okay, then. I'll leave it there. Thank you very much. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Thank you. 
 

 Maria Victoria Zingoni  - Repsol YPF - Director, IR  

 
 Okay. Thank you, Neill. 
 
We have now, again, James Hubbard from Morgan Stanley. James, are you there? 
 

 James Hubbard  - Morgan Stanley - Analyst  

 
 Yes. Can you hear me this time? 
 

 Maria Victoria Zingoni  - Repsol YPF - Director, IR  

 
 Okay. Yes. 
 

 James Hubbard  - Morgan Stanley - Analyst  

 
 Thanks guys. Very good. 
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 Maria Victoria Zingoni  - Repsol YPF - Director, IR  

 
 Okay. We didn't expect too much. 
 

 James Hubbard  - Morgan Stanley - Analyst  

 
 That is technology. 
 
Okay. Just three quick questions. 
 
The first is, as regards YPF and diluting exposure to Argentina, would you consider a deal that also involved you selling down your stake in the 
[P-salt] Brazil acreage or is that the line that you would never cross? 
 
Secondly, can you just confirm, following up on Ian's question from awhile ago now, natural gas prices for the residential section -- sector in 
Argentina to go up $0.40 for the remainder of this year and then an additional $0.50 on top of that for next year, kind of confirm that. 
 
And finally, just on Brazil, can you confirm the expected schedule of completion for Barrier West and subsequent news flow on that? And then 
also on the Vampira, with the discovery you announced in the last few days, do you have any pre-drill prospects, size estimate that you can give 
us for that? 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Okay. Regarding the first one, the answer is no. I mean, we are not considering to tell of the impact of Brazil in the YPF deal. We're simply 
negotiating the divestiture of part of YPF, okay? 
 

 James Hubbard  - Morgan Stanley - Analyst  

 
 Okay. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Regarding the second one, it is not $0.40 plus 56. It's $0.40 plus $0.16, which represents $0.56 would be over the existing price. Okay? 
 

 James Hubbard  - Morgan Stanley - Analyst  

 
 Okay. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 So it's 40 plus 16. 
 

 James Hubbard  - Morgan Stanley - Analyst  

 
 Okay. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Regarding the third one, we will reach objective in [Abarray] by mid-August. 
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Okay? 
 

 James Hubbard  - Morgan Stanley - Analyst  

 
 Okay. Mid-August. And Vampira prospect price? 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Possibly it's end of August. Because there is always there one little delay. So put it by the end of August. Okay? 
 

 James Hubbard  - Morgan Stanley - Analyst  

 
 Okay. And the Vampira, are there any discovery prospect size? 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 We haven't had yet any -- I mean, we had to announce to the AMP once we found oil. And this is what we did. But we still need more time to 
complete the well and to finalize our work in order to give you some idea on how material or how big is the funding. Okay? 
 

 James Hubbard  - Morgan Stanley - Analyst  

 
 Could I just ask one more question? 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Yes, sure. 
 

 James Hubbard  - Morgan Stanley - Analyst  

 
 Could you just clarify your position in [Cardon 7] in Venezuela? 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Well, (inaudible - microphone inaccessible) [Cardon 7] has been working there for approximately, I would say, two years. But we are simply 
studying [Cardon 7]. It is not that we are going to take or to take any position. We are simply studying how the area should be developed and we 
are working with PDVSA analyzing different possibilities of how the area would be developed. Which doesn't mean that we are taking any 
position. 
 

 James Hubbard  - Morgan Stanley - Analyst  

 
 Okay. Very good. Thank you. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Yes. Thank you. 
 

 Maria Victoria Zingoni  - Repsol YPF - Director, IR  
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 Thank you, Trent. 
 
The next question from Barry MacCarthy from RBS. 
 
Barry, good afternoon. 
 

 Barry MacCarthy  - RBS - Analyst  

 
 Good afternoon. 
 
Can you give us an update on what happened with the [petroleo] plus program at YPF in the second quarter please? 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Okay. Thanks, Barry. 
 
Well basically, as you know, we have two program changes in Argentina. One is refining [crudes], which doesn't have any problem. And the 
other one is the petroleo plus, which is base and the decree shows that it's based on how our production moves in comparison with the production 
we obtain first semester last year. 
 
Okay? 
 

 Barry MacCarthy  - RBS - Analyst  

 
 Yes. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Right now, what is in discussion with the energy agency in Argentina is whether or not the strikes should be taken into account or not. 
 
The amount for this quarter, after tax, I think it was 60 million. Okay? So it's not material. But we are basically discussing how the strikes have to 
be considered or not. Because in the decree, it's nothing to them. And this is what we are questioning -- we are right now discussing with the 
authorities. 
 

 Barry MacCarthy  - RBS - Analyst  

 
 Okay. Can you indicate what amount is at stake? I mean, you had 40 million, roughly, in the first quarter from petroleo plus? 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 Yes. Pre-tax and I think it was 16 after-tax in that period. So the homogenous figure in dollars is $52 pre-tax first quarter. $36 pre-tax, second 
quarter, what we had to account in the -- what we have accounted in the second quarter. 
 

 Barry MacCarthy  - RBS - Analyst  

 
 Okay. That's great. Thank you very much. 
 

 Miguel Martinez  - Repsol YPF - COO  

 
 You're welcome. 
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 Maria Victoria Zingoni  - Repsol YPF - Director, IR  

 
 Thank you, Barry. 
 
That was our last question, so on behalf of our company, thank you very much for attending the conference. I remind you that Miguel is going to 
be available on Monday, so on a one-on-one basis. So if you want to reach him, please contact any person of the investor relations department in 
order to arrange the conference call with him. 
 
So thank you very much again. 
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