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Notes to the consolidated financial statements

BACKGROUND INFORMATION

Snam is involved in the regulated transportation, storage and distribution of natural gas and the regasification of liquefied
natural gas (LNG). These activities are carried out through its integrated infrastructure in Italy.

The parent company Snam Rete Gas S.p.A. (Snam S.p.A. from 1 January 2012) is an Italian company listed on the Milan Stock
Exchange, with its registered office at Piazza Santa Barbara 7, San Donato Milanese (Ml). It is controlled by Eni S.p.A., which
holds 52.53% of the share capital.

1) Basis of presentation

The consolidated financial statements are prepared in accordance with International Financial Reporting Standards (hereinafter
“IFRS” or “international accounting standards”) issued by the International Accounting Standards Board (IASB) and adopted
by the European Commission pursuant to Article 6 of Regulation (EC) No. 1606/2002 of the European Parliament and of the
Council of 19 July 2002 and to Article 9 of Legislative Decree No. 38/2005.

The consolidated financial statements are prepared in consideration of future continuing business using the historical cost
method, taking into account value adjustments where necessary, except the items which, according to IFRS, must be measured
at fair value, as described in the measurement criteria.

The consolidated financial statements include the financial statements of Snam Rete Gas S.p.A. and of companies over which
the company has the right to exercise direct or indirect control from the date of acquisition until the date when such control
is relinquished, determine financial and operational decisions, and obtain the benefits thereof.

The exclusion from the scope of consolidation of some subsidiaries, which are significant neither individually nor collectively,
has not had any significant effect’ for the purposes of correctly representing the equity, financial and economic position of the
Group. These investments are valued according to the criteria indicated in the section “Equity investments”.

Consolidated companies, non-consolidated subsidiaries, companies under joint control, associates and other significant equity
investments, reporting for which is covered by Article 126 of Consob Regulation 11971 of 14 May 1999, as subsequently
amended, are indicated separately in the annex “Significant shareholdings, associates and equity investments of Snam at 31
December 2011", which is an integral part of these notes. The same annex also reports the change in the scope of consolidation
which took place during the year.

The financial statements of consolidated companies and the consolidated financial statements are audited by Reconta Ernst
& Young S.p.A..

The financial statements at 31 December 2011 were approved and authorised for publication by the Snam Board of Directors
at its meeting of 12 March 2012, in accordance with the law.

Given their size, amounts in the financial statements and respective notes are expressed in millions of euros.

2) Consolidation principles

Equity investments in consolidated companies

The assets, liabilities, income and expenses of companies subject to line-by-line consolidation are incorporated fully in the
consolidated financial statements; the book value of the equity investments is eliminated against the corresponding portion
of shareholders’ equity.

1 According to the provisions of the Framework of international accounting standards, “the information is significant if its omission or incorrect disclosure
can influence the financial decisions of the end-users taken based on the financial statements”.
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The shareholders’ equity of these investee companies is determined by attributing to each asset and liability its current value
at the date of acquisition of control. If positive, any difference from the acquisition cost is posted to the asset item “"Goodwill”;
if negative, it is posted to the income statement.

The shares of equity and profit attributable to minority interests are recorded in the appropriate items of shareholders’
equity and the income statement. Where total control is not acquired, the share of equity attributable to minority interests
is determined based on the share of the current values attributed to assets and liabilities at the date of acquisition of control,
net of any goodwill (partial goodwill method). Alternatively, the full amount of the goodwill generated by the acquisition is
recognised, therefore also taking into account the share attributable to minority interests (full goodwill method). In this regard,
minority interests are expressed at their total fair value including their attributable share of goodwill?. The choice of how to
determine goodwill (partial goodwill method or full goodwill method) is made based on each individual business combination
transaction.

Where equity investments are acquired subsequent to the acquisition of control (acquisition of minority interests), any positive
difference between the acquisition cost and the corresponding portion of equity acquired is posted to shareholders’ equity.
Similarly, the effects of selling minority interests without losing control are posted to shareholders’ equity.

Business combinations whereby the investing companies are controlled by the same company or companies before and after
the transaction, and where such control is not temporary, are classed as transactions under common control.

Such transactions are not governed by IFRS 3 or by other IFRS. In the absence of a reference accounting standard, the selection
of an accounting standard for such transactions, for which a significant influence on future cash flows cannot be established,
is guided by the principle of prudence, which dictates that the principle of continuity be applied to the values of the net assets
acquired. The assets are measured at the book values from the financial statements of the companies being acquired predating
the transaction or, where available, at the values from the consolidated financial statements of the common ultimate parent.
Where the transfer values are higher than such historical values, the surplus is eliminated by reducing the shareholders’ equity
of the acquiring company.

All financial statements of consolidated companies close at 31 December.

Intragroup transactions

Unrealised gains from transactions between consolidated companies are eliminated, as are receivables, payables, income,
expenses, guarantees, commitments and risks between consolidated companies.

Intragroup losses are not eliminated because they effectively represent impairment of the asset transferred.

3) Measurement criteria
The major measurement criteria adopted for preparation of the consolidated financial statements are described below.

CURRENT ASSETS

Recording and elimination of financial assets
Financial assets are recorded on the balance sheet when the company becomes a party to agreements related to such assets.
Financial assets sold are eliminated from balance sheet assets when the right to receive cash flows is transferred together with
all risks and benefits associated with ownership.

Cash and cash equivalents

Cash and cash equivalents include the cash on hand, on demand deposits, as well as other short-term financial investments
with a term of under three months, which are readily convertible into cash and are subject to a negligible risk of variance of
their value.

2 The adoption of the partial or full goodwill method is also used in the business combinations, which involves the disclosure of the negative goodwill in
the income statement (gain or bargain purchase).
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If denominated in euros, these entries are recorded at nominal value, corresponding to fair value, and if in other currencies,
they are recorded at the exchange rate in effect at the end of the period.

Trade and other receivables

Trade and other receivables are initially measured at fair value inclusive of the transaction costs, and subsequently at amortised
cost® using the effective interest rate method. Where there is actual evidence of impairment, the write-down is calculated by
comparing the book value with the current value of anticipated cash flows discounted at the effective interest rate defined at
the time of the initial recognition, or at the time of its updating to reflect the contractually defined repricing. There is objective
evidence of impairment when, among other things, there are significant breaches of contract, major financial difficulties or
the risk of the counterparty’s insolvency. Receivables are reported net of provisions for impairment losses. If the reasons for a
previous write-down cease to be valid, the value of the asset is restored up to the value of applying the amortised cost if the
write-down had not been made.

Trade receivables can be transferred through factoring operations. The transfers can be with or without recourse. Without
recourse has neither risk of recourse nor liquidity risk and therefore involves the write-off of receivables on transfer to the
factoring company. Transfers with recourse do not transfer the credit risk or liquidity risk; therefore the receivables remain
entered in the balance sheet until payment of the due amount. In such case, any advanced payments made by the factoring
company are entered under payables to other financial backers.

Inventories

Inventories, including compulsory inventories recorded under non-current assets in “Compulsory Inventories”, are recorded
at the lower of purchase or production cost and the net realisation value represented by the amount the company expects
to receive from their sale in the normal course of business. The cost configuration used is determined in accordance with the
weighted average cost method. The sale and purchase of strategic gas do not involve the effective transfer of risks and benefits
associated with ownership, and thus do not result in a change in inventories.

Current tax assets (liabilities)
Current tax assets (liabilities) are recorded at the amount expected to be recovered (paid) from (to) tax authorities applying
current tax rates, or those essentially enacted on the reporting date.

Other current and non-current assets
Other current assets and non-current assets are initially measured at fair value, and subsequently at the amortised cost
previously described.

NON-CURRENT ASSETS

Property, plant and equipment

Property, plant and equipment are recognised at cost and recorded at the purchase or production cost including directly allocable
ancillary costs needed to make the assets available for use. When a significant period of time is needed to make the asset ready
for use, the purchase or production cost includes the financial expense which theoretically would have been saved during the
period needed to make the asset ready for use, if the investment had not been made. If there are current obligations to dismantle
and remove the assets and restore the sites, the book value includes the estimated (discounted) costs to be incurred at the time
the structures are abandoned, recognised as a counter-entry to a specific provision. The accounting treatment for revisions in
these cost estimates, the passage of time and the discount rate are indicated in the paragraph “Provisions for risks and charges”.

3 According to the amortised cost method, the book value is adjusted to account for repayments of principal, any impairment losses and the amortisation
of the difference between the repayment amount and initial recorded amount. Amortisation is carried out using the effective internal interest rate
which represents the rate which would make the present value of projected cash flows and the amount recorded initially equal at the time of the initial
recording.
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Property, plant and equipment may not be revalued, even through the application of specific laws.

Costs for improvements, upgrades and transformations of an incremental nature with respect to the property, plant and
equipment are recognised under balance sheet assets.

Starting at the time utilisation of the asset begins, or should have begun, property, plant and equipment are regularly depreciated
on a straight-line basis over their useful life defined as an estimate of the period the asset will be used by the company. When
the tangible asset consists of several major components, each with a different useful life, each component is depreciated
separately. The amount to be depreciated is the book value reduced by the projected net sales value at the end of the asset’s
useful life if this is significant and can be determined reasonably. Land is not depreciated, even if purchased in conjunction with
a building; neither are property, plant and equipment held for sale (see the section below “Non-current assets held for sale”).
Freely transferable assets are depreciated during the period of the concession or of the useful life of the asset if lower.

The costs of replacing identifiable components of complex assets are allocated to balance sheet assets and depreciated over
their useful life. The remaining book value of the component being replaced is allocated to the income statement. Ordinary
maintenance and repair expenses are posted to the income statement in the period when they incurred.

When events occur leading to the assumption of an impairment of the property, plant and equipment, their recoverability is
tested by comparing the book value with the related recoverable value, which is the fair value adjusted for disposal costs or
the usage value, whichever is greater.

In the absence of a binding sales agreement, fair value is estimated on the basis of values resulting from an active market,
recent transactions or on the basis of the best information available to reflect the amount the company could obtain from the
sale of the asset.

Value in use is determined by discounting projected cash flows resulting from the use of the asset, and if they are significant
and can be reasonably determined, from its sale at the end of its useful life, net of any disposal costs. Cash flows are determined
based on reasonable, documentable assumptions representing the best estimate of future economic conditions which will
occur during the remaining useful life of the asset, with a greater emphasis on outside information. Discounting is done at
a rate reflecting current market conditions for the time value of money and specific risks of the asset not reflected in the
estimated cash flows.

The valuation is done for single assets, or for the smallest identifiable aggregate of assets which generates independent
incoming cash flow resulting from ongoing use (cash-generating units). If the reasons for impairment losses carried out no
longer apply, the assets are revalued and the adjustment is posted to the income statement as a revaluation (recovery of value).
The revaluation is applied to the lower of the recoverable value and book value before any impairment losses previously carried
out, and reduced by depreciation provisions which would have been allocated if an impairment loss had not been recorded for
the asset.

Compulsory inventories are included under non-current assets in the item “Compulsory inventories”.

Assets under finance leases, or under agreements which may not take the specific form of a finance lease, but call for the
essential transfer of the benefits and risks of ownership, are recorded at the lower of fair value less fees payable by the lessee
or the present value of minimum lease payments, under property, plant and equipment as a counter-entry to the financial debt
to the lessor.

The assets are depreciated using the criteria and rates used for property, plant and equipment. When there is no reasonable
certainty that the right of redemption can be exercised, the depreciation is made in the shortest period between the term of

the lease and the useful life of the asset.

Intangible assets

Intangible assets are those assets without identifiable physical form which are controlled by the company and capable of
producing future economic benefits, as well as goodwill when purchased for consideration. The ability to identify these assets
rests in the ability to distinguish intangible assets purchased from goodwill. Normally this requirement is satisfied when: (i) the
intangible assets are related to a legal or contractual right, or (ii) the asset is separable, i.e. it can be sold, transferred, leased or
exchanged independently, or as an integral part of other assets. The company’s control consists of the power to utilise future
economic benefits deriving from the asset and the ability to limit their access to others.
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Intangible assets are recorded at cost, which is determined using the criteria indicated for property, plant and equipment. They
may not be revalued, even through the application of specific laws.

Intangible assets with a finite useful life are regularly amortised over their useful life, meaning the estimate of the period
during which the assets will be used by the company. The recoverability of their book value is tested by using the criteria
indicated under the paragraph “Property, plant and equipment”.

Goodwill and other intangible assets with an indefinite useful life are not amortised. The recoverability of their book value is
tested at least annually, and in any case when events occur leading to an assumption of impairment. Goodwill is tested at the
level of the smallest aggregate, on the basis of which the company’s management directly or indirectly assesses the return
on investment including goodwill. When the book value of the cash-generating unit, including the goodwill attributed to it,
exceeds the recoverable value, the difference is subject to impairment, which is attributed by priority to the goodwill up to its
amount; any surplus in the impairment with respect to the goodwill is attributed pro rata to the book value of the assets which
constitute the cash-generating unit. Impairment losses cannot be reversed.

Technical development costs are allocated to the balance sheet assets when: (i) the cost attributable to the intangible asset
can be determined reliably; (i) there is the intent, availability of financial resources and technical capability to make the asset
available for use or sale; and (jii) it can be shown that the asset is capable of producing future economic benefits.

Intangible assets also include service concession agreements between the public and private sectors for the development,
financing, management and maintenance of infrastructures under concession in which: (i) the grantor controls or regulates
the services provided by the operator through the infrastructure and the related price to be applied; (ii) the grantor controls
any significant remaining interest in the infrastructure at the end of the concession by owning or holding benefits, or in some
other way.

Based on the terms of the agreements, the operator holds the right to use the infrastructure, which is controlled by the grantor,
for the purposes of providing the public service*.

The value of storage concessions, which is determined as indicated by the Ministry of Production Activities in its decree of 3
November 2005, is allocated to the item “Concessions, licences, trademarks and similar rights”, and is not amortised.

Grants

Capital grants are recognised when there is reasonable certainty that the conditions imposed by the granting government
agencies for their allocation will be met, and they are recognised as a reduction to the purchase price or production cost of
their related assets. Operating grants are recognised in the income statement.

Equity investments

Investments in subsidiaries not included in the scope of consolidation, in subsidiaries controlled jointly with other shareholders
and in associates are accounted for using the equity method®. If there is objective evidence of impairment (see also “Current
assets”), recoverability is tested by comparing the book value with the related recoverable value determined using the criteria
indicated in the section on “Property, plant and equipment”.

When there is no significant impact on the balance sheet, financial position and income statement, subsidiaries not included
in the scope of consolidation, subsidiaries controlled jointly with other shareholders and associates are accounted for at
cost adjusted for impairment. When the reasons for the impairment losses carried out no longer apply, equity investments
accounted for at cost are revalued up to the amount of the impairment losses applied with the impact posted to the income
statement under "Other income (expense) from equity investments”.

4 When the operator has the unconditional contractual right to receive cash or other financial assets from the grantor or entity identified by the grantor,
the consideration received, or to be received, by the operator for infrastructure construction or improvements is recognised as a financial asset.

5 In the case of entering into joint control in subsequent phases, the holding is entered in the amount deriving from the application of the equity method
as if applied since the outset; the effect of the revaluation of the book value of the shares held prior to entering into joint control is recognised in
shareholders’ equity.
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Other equity investments are measured at fair value with allocation of the impact to the shareholders’ equity reserve for
“Other components of comprehensive income”; changes in fair value which are recognised in shareholders’ equity are posted
to the income statement at the time of write-down or sale. When equity investments are not listed in a regulated market,
and fair value cannot be reliably determined, such investments are accounted for at cost adjusted for impairment; impairment
cannot be reversed.®

The amount of any impairment of the investment relating to the parent company, greater than the investment'’s book value,
is recognised in a special provision to the extent the parent company is committed to fulfilling its legal or implied obligations
to the subsidiary/associate, or, in any event, to covering its losses.

Non-current assets held for sale

Non-current assets and current and non-current assets of groups held for sale are classified as held for sale if the relative book
value will be recovered by the sale rather than through its continued use. Non-current assets held for sale, current and non-
current assets related to disposal groups and directly related liabilities are recognised in the balance sheet separately from
the company’s other assets and liabilities. Non-current assets held for sale are not depreciated, and are accounted for at the
lower of book value and the related fair value reduced by any sales costs. The classification of investments valued using the net
equity method as held for sale implies the suspension of the application of this measurement criterion.

Any difference between the book value and fair value reduced by sales costs is posted to the income statement as an
impairment loss; any subsequent recoveries in value are recognised up to the amount of the previously recognised impairment
losses, including those recognised prior to the asset being classified as held for sale.

Other non-current assets
Other current and non-current assets are initially measured at fair value, and subsequently at the amortised cost previously
described.

FINANCIAL LIABILITIES, TRADE AND OTHER PAYABLES, OTHER LIABILITIES
Financial liabilities, trade and other payables and other liabilities are initially recorded at fair value reduced by any transaction-
related costs; they are subsequently recognised at amortised cost using the effective interest rate for discounting.

Recording and elimination of financial liabilities

Financial liabilities are recorded under balance sheet liabilities at the time the company becomes a party to agreements related
to such liabilities. Financial liabilities sold are eliminated from balance sheet liabilities when the right to disburse cash flows is
transferred together with all risks and benefits associated with ownership.

PROVISIONS FOR RISKS AND CHARGES

Provisions for risks and charges concern costs and charges of a certain nature which are certain or likely to be incurred, but
whose amount or date of occurrence cannot be determined at the end of the year. Provisions are recognised when: (i) the
existence of a current legal or implied obligation deriving from a past event is likely; (ii) it is likely that the fulfilment of the
obligation will involve a cost; and (iii) the amount of the obligation can be reliably determined. Provisions are recorded at
a value representing the best estimate of the amount that the company would reasonably pay to fulfil the obligation or to
transfer it to third parties at the end of the reporting period. Provisions related to contracts with valuable consideration are
recorded at the lower of the cost necessary to fulfil the obligation, less the expected economic benefits deriving from the
contract, and the cost to terminate the contract.

6 An impairment loss recognised in an interim period cannot be reversed even if, on the basis of conditions in a subsequent interim period, the impairment
loss would have been lower or not recognised.
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When the financial impact of time is significant, and the payment dates of the obligations can be reliably estimated, the
provision is calculated by discounting the anticipated cash flows in consideration of the risks associated with the obligation at
the company's average debt rate; the increase in the provision due to the passing of time is posted to the income statement
under “Financial income (expense)”.

When the liability is related to property, plant and equipment (e.g. site dismantlement and restoration), the provision
is recognised as a counter-entry to the related asset; posting to the income statement is accomplished through
amortisation.

The costs that the company expects to incur to initiate restructuring programmes are recorded in the period in which
the programme is formally defined, and the parties concerned have a valid expectation that the restructuring will take
place.

Provisions are periodically updated to reflect changes in cost estimates, selling periods and the discount rate; revisions in
provision estimates are allocated to the same item of the income statement where the provision was previously reported or,
when the liability is related to property, plant and equipment (e.g. site dismantlement and restoration), as a counter-entry to
the related asset.

The notes to the financial statements describe contingent liabilities represented by: (i) possible (but not probable) obligations
resulting from past events, the existence of which will be confirmed only if one or more future uncertain events occur which
are partially or fully outside the company’s control; and (ii) current obligations resulting from past events, the amount of which
cannot be reliably estimated, or the fulfilment of which is not likely to involve costs.

EMPLOYEE BENEFITS

Benefits following termination of employment are defined according to plans, including non-formalised, which depending
on their characteristics are “defined-contribution” and “defined-benefit” plans. In defined-contribution plans the company’s
obligation is calculated, limited to the payment of state contributions or to equity or a legally separate entity (fund), based on
contributions due.

The liability relating to defined-benefit plans, excluding any assets servicing the plan, is calculated based on actuarial
assumptions and recognised for each period according to the period of work necessary to obtain the benefits.

Actuarial profits and losses relating to defined-benefit plans deriving from changes in the actuarial assumptions used or
amendments to the conditions of the plan are recognised pro rata in the income statement, for the remaining average working
life of the employees participating in the plan, if and insofar as their net value not recognised at the end of the previous period
exceeds the greater of 10% of the liabilities relating to the plan and 10% of the fair value of the assets servicing the plan
(corridor method).

The obligations relating to long-term benefits are calculated using actuarial assumptions; the effects deriving from the
amendments to the actuarial assumptions or the characteristics of the benefits are recognised entirely in the income statement.

TREASURY SHARES
Treasury shares are recognised at cost and entered as a reduction of shareholders’ equity. The economic effect deriving from
any subsequent sales are recognised in shareholders’ equity.

REVENUE AND COSTS

Revenue from sales and the provision of services is recognised upon the effective transfer of the risks and benefits typically
relating to ownership or on the fulfilment of the service and when it is likely that the financial benefits deriving from the
transaction will be realised by the vendor or the provider of the service.

As regards the activities carried out by Snam the moment of recognition of the revenue coincides with the provision of the
service.

Revenue provisions relating to services partially rendered are recognised by the fee accrued, as long as it is possible to reliably
determine the stage of completion and there are no significant uncertainties over the amount and the existence of the revenue
and the relative costs, otherwise they are recognised within the limits of the actual recoverable costs.
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Property, plant and equipment, unlike assets used under concession, transferred from customers (or realised with the assets
transferred from customers) and functional to their connection to a network for the provision of a supply are recognised at fair
value as a counter- entry to the revenue in the income statement. When the agreement stipulates the provision of multiple
services (e.g. connection and supply of goods) it is checked against which service provided the asset was transferred from the
customer and, accordingly, the disclosure of the revenue is recognised on connection or along the lower of the term of the
supply and the useful life of the asset.

Revenues are recorded net of returns, discounts, allowances and bonuses, as well as directly related taxes.

Since they do not represent sales transactions, exchanges between goods or services of a similar nature and value are not
recognised in revenues and costs.

The costs are recognised when they relate to goods and services sold or consumed during the period or by systematic allocation,
or when it is not possible to identify their future use.

Costs relating to emissions shares, calculated based on the average of the current prices on the main European markets at the
close of the period, are disclosed in the amount of the carbon dioxide emission share in excess of the shares assigned, the costs
of the purchase of the emission rights are capitalised and disclosed as intangible assets net of any negative balance between
emissions made and shares assigned. Earnings relating to emissions shares are disclosed at the point of realising the earnings
by the transfer. In the case of transfers, if applicable, the emission rights purchased are considered sold first. The monetary
receivables assigned in place of the free assignment of emissions shares are disclosed as a counter-entry to the item, “Other
income” in the income statement.

Fees relating to operating leases are charged to the income statement for the duration of the contract.

Costs for the acquisition of new knowledge or discoveries, investigations into products or alternative processes, new techniques
or models, the design and construction of prototypes, or incurred for other scientific research or technological developments,
which do not meet the conditions for disclosure under balance sheet assets are considered current costs and charged to the
income statement for the period they are incurred.

Costs sustained for share capital increases are recorded as a reduction of shareholders’ equity, net of taxes.

STOCK OPTIONS

Personnel expenses include, consistent with the substantial nature of the remuneration that they comprise, stock options
assigned to executives. The cost is determined with reference to the fair value of the option assigned to the executive at the
time of making the commitment and is not subject to any subsequent adjustment; the portion due for the year is determined
pro rata temporis over the period to which the incentive refers (the vesting period)’. The fair value is represented by the value
of the option determined by applying appropriate valuation techniques which take account of the conditions of exercise of
the option, the current share value, the expected volatility and the risk-free interest rate, and is recorded with offsetting in the
item “Other reserves”.

EXCHANGE RATE DIFFERENCES

The assets and liabilities included in the balance sheet are represented in the currency of the main economic environment in
which the company operates. The consolidated data are represented in Euros, which is the working currency of the company
and the group.

Revenues and costs relating to transactions in currencies other than the working currency are recognised at the exchange rate
in effect on the day when the transaction was carried out.

Monetary assets and liabilities in currencies other than the working currency are converted into Euros by applying the exchange
rate in effect on the reporting date, with attribution of the impact to the income statement. Non-monetary assets and
liabilities in currencies other than the working currency and valued at cost are recognised at the initially recorded exchange
rate; when the measurement is made at fair value or recoverable or realisable value, the exchange rate used is the one in effect
on the date of determination of the value.

7 The period between the date of making the commitment and the date on which the option may be exercised.
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DIVIDENDS RECEIVED
Dividends are recognised at the date of the resolution passed by the Shareholders’ Meeting, unless it is not reasonably certain
that the shares will be sold before the ex-dividend date.

DISTRIBUTION OF DIVIDENDS

The distribution of dividends to the company’s shareholders entails the recording of a payable in the financial statements for
the period in which the distribution was approved by the company's shareholders or, in the case of interim dividends, by the
Board of Directors.

INCOME TAXES

Current income taxes are calculated by estimating the taxable income. Receivables and payables for current income taxes are
recognised based on the amount which is expected to be paid/recovered to/from the tax authorities under the prevailing tax
regulations and rates or those essentially approved at the reporting date.

In particular, with regard to corporate income tax (IRES), since 2004 the company, jointly with Eni S.p.A., has exercised the
option offered by the national tax consolidation scheme, which allows IRES to be determined on a taxable base corresponding
to the algebraic sum of the positive and negative taxable amounts of the individual companies included in the scope of
consolidation.

The economic relations, as well as the reciprocal responsibilities and obligations, between Eni S.p.A. and the other group
companies entering the scope of consolidation are defined in the “Regulations on participation in the national tax
consolidation scheme by companies of the Eni group”, under which: (i) subsidiaries with positive taxable income transfer
to Eni the financial resources corresponding to the additional tax payable by Eni due to their participation in the national
tax consolidation scheme; and (i) those with negative taxable income receive a payment equal to the relevant tax saving
made by Eni S.p.A. if and insofar as they have profitability prospects which would have made it possible, in the absence of
the national tax consolidation scheme, to recognise prepaid tax assets. Consequently, the relevant tax, net of payments
made on account and withholdings applied, is recognised under the item “Trade and other payables”/“Trade and other
receivables”.

Regional production tax (IRAP), net of payments made on account, is recognised under the item “Current income tax
liabilities”/"“Current income tax assets”.

Deferred and prepaid income taxes are calculated on the timing differences between the values of the assets and liabilities
entered in the balance sheet and the corresponding values recognised for tax purposes. The recording of prepaid tax assets is
made when their recovery is regarded as probable.

Prepaid tax assets and deferred tax liabilities are classified under non-current assets and liabilities and are offset at individual
company level if they refer to taxes which can be offset. The balance of the offsetting, if it results in an asset, is recognised
under the item “Prepaid tax assets”; if it results in a liability, it is recognised under the item “Deferred tax liabilities”.

When the results of the operations are recorded directly under shareholders’ equity, the current taxes, prepaid tax assets and
deferred tax liabilities are also attributed to shareholders’ equity.

DERIVATIVES

Derivatives are assets and liabilities recognised at fair value. The fair value of the derivatives is calculated based on the market
listings or, in their absence, is estimated based on appropriate valuation techniques which use financial variables updated
and used by market operators and, where possible, in consideration of the prices of recent transactions on similar financial
instruments. If there is objective evidence of impairment the derivatives are disclosed net of the allocation made to the relative
provision for impairment losses.

Derivatives are classified as hedging instruments when the relationship between the derivative and the hedged item is formally
documented and the effectiveness of the hedge, verified periodically, is high. When hedging derivatives hedge the risk of
changes in the fair value of the hedged instruments (“fair value hedge”; e.g. hedge of the risk of fluctuations in the fair
value of fixed-rate assets/liabilities), the derivatives are recognised at fair value with attribution of the effects on the income
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statement; by the same token, the hedged instruments are adjusted to reflect the changes in fair value associated with the
hedged risk. When derivatives hedge the risk of changes in cash flows from the hedged instruments (“cash flow hedge”; e.g.
hedge of changes in cash flows from assets/liabilities due to fluctuations in interest rates), the changes in the fair value of the
derivatives are initially recognised in shareholders’ equity and subsequently attributed to the income statement in the same
way as the economic effects produced by the hedged operation.

Satisfaction of the requirements defined by IAS 39 for hedge accounting is verified periodically.

Changes in the fair value of derivatives which do not satisfy the requirements to be classed as hedging instruments are
recognised in the income statement.

SEGMENT INFORMATION

The information about business segments has been prepared in accordance with the provisions of IFRS 8 “Operating
segments”, which requires the information to be presented in a manner consistent with the procedures adopted by the
company’s management when taking operational decisions. Consequently, the identification of the operating segments and
the information presented are defined on the basis of the internal reporting used by the company’s management for allocating
resources to the different segments and for analysing the respective performances.

An operating segment is defined by IFRS 8 as a component of an entity: (i) that engages in business activities from which it
may earn revenues and incur expenses (including revenues and expenses relating to transactions with other components of
the same entity); (ii) whose operating results are regularly reviewed by the entity’s most senior decision-makers for purposes
of making decisions about resources to be allocated to the segment and assessing its performance; and (iii) for which separate
financial information is available.

The declared operating segments are as follows: (i) natural gas transportation; (ii) liquefied natural gas (LNG) regasification;
(iii) natural gas storage; and (iv) natural gas distribution. They relate to activities carried out predominantly by Snam Rete Gas,
GNL ltalia, Italgas and Stogit, respectively.

FINANCIAL STATEMENTS?

The items on the balance sheet are classified as “current” and “non-current”, while those on the income statement are
classified according to their nature.

The statement of comprehensive income shows the integrated income statement of income and expense which are disclosed
directly in shareholders’ equity through the express IFRS provisions.

The statement of changes in shareholders’ equity reports the total comprehensive income (expense) for the period, shareholder
transactions and the other changes in shareholders’ equity.

The statement of cash flows is prepared using the “indirect” method, adjusting the profit for the period from non-monetary
components.

It is considered that these statements adequately represent the group’s situation with regard to its balance sheet, income
statement and financial position.

4) Use of estimates

The application of generally accepted accounting principles for the preparation of financial statements and interim reports
involves management making accounting estimates based on complex and/or subjective judgements, estimates based on past
experience and assumptions regarded as reasonable and realistic on the basis of the information known at the time of the
estimate.

The use of these accounting estimates has an influence on the book value of the assets and liabilities and on the information
about potential assets and liabilities at the reporting date, as well as the amount of revenues and costs in the reference period.
The actual results may differ from the estimated results owing to the uncertainty that characterises the assumptions and the
conditions on which the estimates are based.

8 The financial statements are the same as those adopted for the 2010 annual report.
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Details are given below about the critical accounting estimates involved in the process of preparing the financial statements
and interim reports, since they involve a high degree of recourse to subjective judgements, assumptions and estimations
regarding matters that are by nature uncertain. Any change in the conditions forming the basis of the judgements, assumptions
and estimations used could have a significant impact on subsequent results.

Impairment losses

Property, plant and equipment and intangible assets are impaired when events or changes in circumstances give cause to
believe that the book value is not recoverable. The events which may give rise to an impairment of assets include changes in
business plans, changes in market prices or reduced use of plants. The decision on whether to apply an impairment and the
quantification of any such impairment depend on the assessments of management concerning complex and highly uncertain
factors, such as future price trends, the impact of inflation and technological improvements on production costs, production
profiles and conditions of supply and demand on a global or regional scale.

The impairment is determined by comparing the book value with the related recoverable value, represented by the greater of
the fair value, net of disposal costs, and the usage value, determined by discounting the expected cash flows deriving from the
use of the asset. The expected cash flows are quantified in light of the information available at the time of the estimate, on
the basis of subjective judgements regarding future trends in variables — such as prices, costs, the rate of growth of demand,
production profiles — and are updated using a rate that takes account of the risk inherent in the asset concerned.

Goodwill and other intangible assets with an indefinite useful life are not subject to amortisation; the recoverability of their
book value is verified at least once a year and in any case whenever any event occurs which might involve impairment. With
reference to goodwill, the verification is carried out at the level of the smallest aggregate (cash-generating unit) to which the
goodwill can be reasonably and consistently attributed; this unit represents the basis on which management assesses, directly
or indirectly, the return on investment. When the book value of the cash-generating unit, including the goodwill attributed to
it, exceeds the recoverable value®, the difference is subject to impairment, which is attributed by priority to the goodwill up to
its amount; any surplus in the impairment with respect to the goodwill is attributed pro rata to the book value of the assets

which constitute the cash-generating unit.

Site dismantlement and restoration

Snam incurs significant liabilities associated with obligations of removal and dismantlement of plants or parts of plants.
Estimating future dismantlement and restoration costs is a complex process and requires the assessment and judgement of
the company’s management in placing a value on the liabilities which will be incurred many years in the future for complying
with dismantlement and restoration obligations, which often cannot be completely defined by laws, administrative regulations
or contractual clauses. In addition, these obligations are affected by constant changes in technology and in dismantlement and
restoration costs, as well as the constant growth of political and public awareness regarding matters of health and protection
of the environment.

The criticality of estimates of dismantlement and restoration costs also depends on the accounting method used for these
costs, whose current value is initially capitalised, along with the cost of the asset to which they relate, offset against the
provision for risks and charges. Subsequently, the value of the provision for risks and charges is increased to reflect the passing
of time and any changes in the estimation as a result of changes in expected cash flows, the timing of their realisation and
the discount rates applied. The determination of the discount rate to be used both in the initial valuation of the cost and in
subsequent valuations is the result of a complex process which involves subjective judgements on the part of the company’s

management.

Business combinations
The reporting of business combination transactions involves the attribution, to the assets and liabilities of the acquired
company, of the difference between the acquisition cost and the net book value. For the majority of assets and liabilities, the

9 For the definition of recoverable value see the section “Property, plant and equipment”.
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attribution of the difference is carried out by recognising the assets and liabilities at their fair value. The unattributed portion, if
positive, is recognised as goodwill; if negative, it is attributed to the income statement. In the attribution process, Snam draws
on the available information and, for the most significant business combinations, on external valuations.

Environmental liabilities

Snam is subject, in relation to its activities, to numerous laws and regulations on the protection of the environment at European,
national, regional and local level, including the laws which implement international conventions and protocols relating to the
activities carried out. With reference to this legislation, when it is probable that the existence and amount of a large liability
can be reliably estimated, provisions are made for the associated costs.

While the company does not currently believe that there will be any particularly significant negative effects on its financial
statements due to non-compliance with environmental legislation, including taking account of the interventions already
made, the possibility can nevertheless not be ruled out that Snam might incur substantial additional costs or responsibilities,
since with the current state of knowledge it is impossible to foresee the effects of future developments, in view of factors such
as: (i) the potential for contaminations emerging; (i) the refurbishment in progress and to be followed and the other possible
effects arising from the application of Environmental Minister Decree No. 471/1999; (iii) the possible effects of new laws and
regulations for environmental protection; (iv) the effects of any technological innovations for environmental cleansing; (v) the
possibility of disputes and the difficulty of determining the possible consequences, including in relation to the liability of other

parties and to possible compensation payments.

Employee benefits

Defined-benefit plans are valued on the basis of uncertain events and actuarial assumptions which include, among other things,
the discount rates, the expected returns on the assets servicing the plans, the level of future remuneration, the retirement age
and future trends in the healthcare expenses covered.

The principal assumptions used for the quantification of post-employment benefits are determined as follows: (i) the discount
and inflation rates representing the base rates at which the obligation to employees might actually be fulfilled are based
on the rates which mature on high-quality bonds (government bonds) and on inflation expectations; (ii) the level of future
remuneration is determined on the basis of elements such as inflation expectations, productivity, career advancement and
seniority; (iii) the future cost of healthcare services is determined on the basis of elements such as present and past trends in
healthcare costs, including assumptions regarding the inflationary growth of costs, and changes in the health of the participating
employees; (iv) the demographic assumptions reflect the best estimates of trends in variables such as mortality, turnover,
invalidity and others in relation to the population of the participating employees; (v) the return on the assets servicing the
plans is determined on the basis of the weighted average of the expected future yields, differentiated by class of investment
(fixed income, equity, money market).

The differences between the actual and expected costs and between the actual and expected returns on the assets servicing
the plan are verified in the normal manner and are defined as actuarial profits or losses. The actuarial profits and losses are
recognised pro rata in the income statement for the remaining average working life of the employees who take part in the plan,
if and insofar as their net value not recognised at the end of the previous period exceeds the greater of 10% of the current
value of the liabilities relating to the plan and 10% of the fair value of the assets servicing the plan (the “corridor method”).
Actuarial assumptions are also used for determining obligations relating to long-term benefits; to this end, the effects arising

from changes to the actuarial assumptions or the characteristics of the benefit are recognised entirely on the income statement.

Provisions

In addition to recognising environmental liabilities and obligations to remove property, plant and equipment and restore sites,
and liabilities relating to employee benefits, Snam makes provisions relating mainly to legal and tax disputes. The estimation
of the provisions for these purposes is the result of a complex process involving subjective judgements on the part of the

company's management.
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5) Recently issued IFRS

Accounting standards and interpretations issued by the IASB/IFRIC and endorsed by the European Commission
Regulation (EU) No. 1205/2011 issued by the European Commission on 22 November 2011 harmonised the amendments to
IFRS 7 “Financial instruments: Disclosures —Transfers of Financial Assets”, which provide for the additional disclosure of financial
instruments, with reference to transfers of financial assets, in order to describe the risks to which the company remains
exposed through the transferred assets. The new provisions require, among other things, additional disclosure in the event that
a company makes significant transfers of financial assets near the end of the financial year. The new provisions are effective
as of financial years beginning on or after 1 July 2011 (2012 financial statements for Snam).

Accounting standards and interpretations issued by the IASB/IFRIC and not yet endorsed by the European Commission
On 12 November 2009, the IASB issued IFRS 9 “Financial Instruments” (subsequently “IFRS 9”) which amends the criteria
for recognising and measuring financial assets and their respective classification on financial statements. In particular, the
new provisions stipulate, among other things, a model for classifying and measuring financial assets based exclusively on the
following categories: (i) assets measured at amortised cost; (i) assets measured at fair value. The new provisions also provide
that equity investments other than those in subsidiaries, jointly controlled entities or associates must be measured at fair value
and posted to the income statement. In the event that such equity investments are not held for trading purposes, changes in fair
value may be recognised on the statement of comprehensive income, maintaining on the income statement solely the effects
associated with dividend distributions; the amounts recognised on the statement of comprehensive income are not posted to
the income statement upon disposal of the equity investment. On 28 October 2010, the IASB supplemented the provisions of
IFRS 9 by including criteria for recognising and measuring financial liabilities. In particular, the new provisions require, among
other things, that if a financial liability is measured at fair value and posted to the income statement, the changes in fair value
associated with changes in the issuer’s credit risk (i.e. own credit risk) are to be recognised in the statement of comprehensive
income; this component is to be posted on the income statement to ensure symmetrical representation with other financial
statement items associated with the liability, avoiding an accounting mismatch. The document “Mandatory effective date and
transition disclosures”, issued by the IASB on 16 December 2011 postponed the entry into force of the provisions of IFRS 9 to
the periods that began on, or after, 1 January 2015 (the prior provisions referred to 1 January 2013).

On 12 May 2011, the IASB published IFRS 10, “Consolidated Financial Statements” (subsequently “IFRS 10”), together with the
updated version of IAS 27, “Separate Financial Statements” (subsequently “IAS 27"), which set out, respectively, the principles
to be adopted for the presentation and preparation of consolidated financial statements and individual financial statements.
IFRS 10 provides, inter alia, a new definition of control to be applied uniformly to all companies (including holding companies).
According to this definition, a company controls an associate when the company is exposed, or has rights, to variable returns
from its involvement with the associate and has the ability to affect those returns through its power over the associate. The
standard lists the factors to be considered when assessing whether control exists, which include, inter alia, potential rights,
protective rights, whether the investor acts as an agent or franchising arrangements. Furthermore, the new provisions also
recognise the possibility of exercising control over an associate even without holding the majority of voting rights due to a
dispersed shareholder base or the passive attitude of other investors. The provisions of IFRS 10 and the new version of IAS 27
will take effect from financial years starting on or after 1 January 2013.

On 12 May 2011, the IASB published IFRS 11, “Joint Arrangements” (subsequently “IFRS 11”), and the updated version of IAS
28, “Investments in Associates and Joint Ventures” (subsequently “IAS 28"). IFRS 11 identifies two types of arrangement based
on the rights and obligations for participants: the joint operations and the joint ventures, and also sets out the accounting
treatment to be adopted for their recognition on financial statements. For the recognition of joint ventures, the new provisions
indicate the equity method as the only permitted treatment, removing the possibility of using proportional consolidation.
The updated version of IAS 28 defines, inter alia, the accounting treatment to be adopted in the event of the total or partial
divestment of a holding in an associate or joint venture. The provisions of IFRS 11 and the new version of IAS 28 will take effect
from financial years starting on or after 1 January 2013.
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On 12 May 2011, the IASB issued IFRS 12, “Disclosure of Interests in Other Entities” (subsequently “IFRS 12"), which indicates
the disclosures required in the consolidated financial statements concerning subsidiaries, joint ventures and associates, in
addition to structured entities not included within the scope of consolidation. The provisions of IFRS 12 will be in effect
starting from the periods beginning on or after 1 January 2013.

On 12 May 2011, the IASB published IFRS 13, “Fair Value Measurement” (subsequently “IFRS 13"), relating to the definition
of a single framework for fair value measurement, required or granted by other IFRSs, and financial disclosures. Fair value is
defined as the price that would be received to sell an asset or paid to transfer a liability in an ordinary transaction between
market participants. The provisions of IFRS 13 will be in effect starting from the periods beginning on or after 1 January 2013.
On 16 June 2011, the IASB issued Amendments to IAS 1, “Presentation of Items of Other Comprehensive Income”, which
introduce, inter alia, the obligation of consolidating components of comprehensive income based on the possibility of their
reclassification in the income statement according to the reference IFRSs (reclassification adjustments). The provisions will
take effect from financial years starting on or after 1 July 2012 (2013 for Snam).

On 16 June 2011, the IASB issued the new version of IAS 19 “Employee Benefits” which introduce, inter alia: (i) the obligation
to recognise actuarial gains and losses in the statement of comprehensive income, removing the possibility of adopting the
corridor method. Actuarial gains and losses recognised in the statement of comprehensive income are not subsequently
posted to the income statement; and (ii) the removal of the separate disclosure of cost components relating to defined-benefit
liabilities, represented by the anticipated asset yield servicing the plan and the interest cost, and the replacement with the
aggregate, “net interest”. This aggregate is calculated by applying the discount rate defined for liabilities to the liabilities, net of
the assets servicing the plan. The new provisions also require additional disclosures to be provided, particularly with reference
to defined-benefit plans. The provisions will take effect from financial years starting on or after 1 January 2013.

On 16 December 2011, the IASB issued Amendments to IAS 32 “Offsetting Financial Assets and Financial Liabilities” (subsequently
the “Amendments to IAS 32”) and Amendments to IFRS 7 “Disclosures — Offsetting Financial Assets and Financial Liabilities"
(subsequently “Amendments to IFRS 7”), which provide criteria to be adopted for offsetting financial assets and liabilities and
the relative reporting obligations, respectively. More specifically, the Amendments to IAS 32 set out that: (i) for the purposes
of offsetting, the right to offset must be legal in each circumstance or be within normal conduct of operations or in the
event of insolvency, default or bankruptcy of one of the contracting parties; and (ii) on determining certain conditions, the
simultaneous settlement of financial assets and liabilities on a gross basis with the consequent removal or significant reduction
of credit and liquidity risk, can be considered equivalent to settlement on a net basis. The provisions of the Amendments to
IAS 32 are in effect starting from periods beginning on or after 1 January 2014. The Amendments to IFRS 7 relating to financial
reporting are in effect from period beginning on or after 1 January 2013.

At present, Snam is analysing the standards mentioned and is assessing whether their adoption will have a significant impact
on the financial statements.
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CURRENT ASSETS

6) Cash and cash equivalents
Cash and cash equivalents of €2 million (€8 million at 31 December 2010) concern current account deposits at the ultimate
parent, Eni. They are not subject to any usage restrictions.

7) Trade and other receivables
Trade and other receivables of €1,545 million (€944 million at 31 December 2010) comprise:

(€ million) 31.12.2010 31.12.2011

Trade receivables 777 1,367

Financial receivables:

- Held for operations 2 2
Other receivables 165 176
944 1,545

These are reported net of the provision for impairment losses of €39 million (€36 million at 31 December 2010). The activity

in the provision for impairment losses on receivables during the year is shown below:

Balance at 1.1.2011
Provisions

Other changes
Balance at 31.12.2011

(€ million)

Trade receivables

w
w
N

=
w
(2]

Other receivables

w
w

36 4 (1) 39

The provision for the period of €4 million refers to the natural gas storage (€2 million) and distribution (€2 million) business
segments.

Trade receivables of €1,367 million (€777 million at 31 December 2010) mainly refer to the natural gas storage (€525
million), transportation (€517 million)™ and distribution (€316 million) business segments.

For the storage business segment in particular, receivables mainly relate to fees charged on the use, by users, of strategic
gas (gas not integrated by those users according to the terms of the Storage Code) which, when collected according to
the regulatory framework in force, will be reversed into the Electricity Equalisation Fund. Considering the current regulatory
framework (Resolution ARG/gas 119/10, Article 10, paragraph 5 in Appendix A) which leaves the storage company in a neutral
position with regard to the effects of the withdrawal of strategic gas by users, against credits for the use of strategic gas not
replenished, the recognition of a liability of equal amount was provided.

During 2011, Snam transferred trade receivables without recourse or notification, including not due, €55 million with an increase
of cash equivalents by the same amount. The transfer concerned trade receivables relating to the natural gas transportation

10 With effect from 1 December 2011 the trade receivables include the receivables deriving from the provision of the natural gas balancing service (€
120 million), in application of Electricity and Gas Authority Resolution ARG/gas 45/11. According to this provision, the larger natural gas transportation
company assumes responsibility for the total balancing of the natural gas transportation system, procures the storage resources necessary to meet the
imbalance of the individual users and settles the balances of the fees.
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segment. By virtue of the contractual provisions agreed, Snam provides for the cash management of the receivables transferred
and, within the limits of these, the transfer of the amounts received to the factoring company.
Other receivables of €176 million (€165 million at 31 December 2010) comprise:

(€ million) 31.12.2010 31.12.2011
Receivables from investment/divestment activities 78 41
- IRES receivables for the national tax consolidation scheme 10 35
- Group VAT credit 4 4

Other receivables:

- Cassa Conguaglio Settore Elettrico (Electricity Equalisation Fund) 44 26
- VAT advance 7 26
- Advances to suppliers 10 26
- Other 12 18
73 96

165 176

Receivables from investment/divestment activities (€41 million) concern receivables from disposal of property, plant and
equipment and intangible assets (€22 million) and public and private grants entered against investment activities (€19
million).

IRES receivables for the national tax consolidation scheme (€35 million) concern: (i) greater advance tax payments (€28
million), (ii) receivables with the ultimate parent Eni (€7 million) relating to the IRES refund request for 10% of the regional
production tax (IRAP) for the 2004, 2005, 2006 and 2007 tax years (pursuant to Article 6 of Legislative Decree No. 185 of 28
November 2008, enacted by Law No. 2 of 28 January 2009).

Receivables from the Cassa Conguaglio Settore Elettrico (Electricity Equalisation Fund) (€26 million) concern: (i) additional
tariff components in the distribution segment (€16 million); (ii) receivables for energy efficiency certificates' (€10 million).
The residual item “Other”, in the amount of €18 million, essentially comprises receivables with government bodies.

The fair value measurement of trade and other receivables has no material impact considering the short period of time from
when the receivable arises and its due date.

All receivables are in Euros. Receivables from related parties are described in Note 36, “Related-party transactions”. Information
on credit risk can be found in Note 28 “Guarantees, commitments and risks — Credit risk”.

8) Inventories
Inventories of €235 million (€147 million at 31 December 2010) are analysed in the table below:

31.12.2010 31.12.2011
Gross  Impairment Net Gross  Impairment Net
(€ million) amount losses amount amount losses amount Change
Raw materials, consumables and supplies 101 (6) 95 194 (6) 188 93
Finished products and goods 52 52 47 47 (5)
153 (6) 147 241 (6) 235 88

11 Legislative Decree No. 164 of 23 May 2000 stipulates that natural gas distribution firms set consumption reduction and energy savings targets to
be met through raising energy efficiency, and that they are awarded energy efficiency certificates (established by the Ministerial Decrees of 20 July
2004) depending on the results achieved. The energy efficiency targets can be met either by implementing energy efficiency policies or by purchasing
certificates from other parties. Once the energy efficiency target is met, cancelling the excess certificates triggers repayment by the Cassa Conguaglio
del Settore Elettrico (Electricity Equalisation Fund) on the basis of dedicated funds built up through distribution tariff increases.
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Inventories of raw materials, consumables and supplies (€188 million) primarily include: (i) natural gas used for transportation
activities (€121 million); (i) stock materials relating to the pipeline network (€35 million), the distribution network (€23
million) and storage plants (€6 million).

The inventories of finished products and goods (€47 million) refer to the natural gas present in the storage system (585
million standard cubic metres compared with 642 million cubic metres at 31 December 2010) and do not include compulsory
inventories'?, recognised under non-current assets on the balance sheet.

The change for the period (€88 million) refers essentially to the transportation segment (€86 million) and is attributable
to the natural gas transferred by the users and used to conduct the service pursuant to Resolution ARG/gas 184/09" of the
Electricity and Gas Authority.

Pseudo-working gas'™ that could no longer be supplied and reinjected into an annual storage cycle (3,632 million standard
cubic metres corresponding to €294 million) was classified under the item “Property, plant and equipment”. This classification
is the result of a recent technical analysis carried out with the collaboration of the Polytechnic of Turin and the Ministry for
Economic Development, which demonstrated that the above volume of natural gas, while having the necessary and consistent
plant modifications, could not be supplied and reinjected into an annual storage cycle without inducing instability risks over
time. In line with the provisions of IAS 1, the corresponding value of the pseudo-working gas at 31 December 2010 was
reclassified from the item “Inventories” to the item “Property, plant and equipment”.

Inventories are stated net of the provision for impairment losses of €6 million (unchanged from 31 December 2010), set up
to account for slow-moving materials.

Inventories are not collateralised. Inventories do not secure liabilities, nor are they recognised at net realisation value.

9) Current income tax assets and other current tax assets

Current income tax assets of €3 million primarily concern the IRAP credit (€2 million).

Other current tax assets, in the amount of €5 million (€4 million at 31 December 2010) primarily concern credits for gas
consumption tax (€2 million) and VAT refund credits (€2 million).

Note 33 “Income taxes” provides information about taxes for the year.

10) Other current assets
Other current assets of €33 million (€71 million at 31 December 2010) comprise:

(€ million) 31.12.2010 31.12.2011
Accrued income from regulated activities 63 11
63 11

Other current assets:

- Prepayments 8 22
8 22
71 33

12 The compulsory inventories are described in Note 12 “Compulsory inventories”.

13 Resolution ARG/gas 184/09 of the Electricity and Gas Authority defined the method of payment in kind, by users of the service to the leading
transportation company, of the quantities of gas covering fuel gas, network losses and Unaccounted-For Gas (UFG). Specifically, this resolution provided:
(i) for fuel gas, for the introduction of an adjustment mechanism for differences between the quantities allocated and effective consumption; (ii) for
network losses, for the introduction of an adjustment mechanism for the difference between the estimated quantities to be allocated according to
the Electricity and Gas Authority and the actual quantities allocated; and (iii) for Unaccounted-For Gas (UFG), to allocate the differences between the
quantities allocated from users and the consumption to the leading transportation company.

14 Working gas can be categorised into: (i) Working gas that can be supplied, which is the gas that is injected cyclically and supplied from the storage field
during the course of the storage cycle, i.e. gas which can be made available and reintegrated to be used for the purposes of storage service provision;
and (i) Pseudo-working gas, which is the gas in storage that can be likened to cushion gas, because it is functional for the use of working gas that can
be supplied and is not subject to allocation to users.
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Accrued income from regulated activities of €11 million relates to: (i) penalties for the 2007-2008 thermal year under the
Resolution ARG/gas 27/10, repaid to users of the transportation service during 2011 and to be recovered by tariff adjustment
(€6 million); (ii) the current portion (€5 million) of assets recorded against the recognition by the Electricity and Gas Authority,
of additional expenses borne during the second regulatory period (1 October 2005 - 31 December 2009) for the purchase of
fuel gas used in the transportation business'™.

Prepayments (€22 million) mainly refer to the settlement to be received in kind from the users of the natural gas transportation
service, calculated as the difference between the quantities of fuel gas used in 2010 for the provision of the service and the

quantities allocated by the users in the same year, pursuant to Resolution ARG/gas 184/09 (€16 million).

NON-CURRENT ASSETS

11) Property, plant and equipment
Property, plant and equipment of €14,053 million (€13,533 million at 31 December 2010) comprise:

31.12.2010
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Land 135 1 1 137 137
Buildings 392 8 (12) 3) 7 392 593 201
Plant and equipment (*) 10,702 28 (461) (5) 531 10,795 15,338 4,543
Industrial and commercial equipment 63 17 (16) 1 65 206 141
Other assets 14 1 (6) 3 12 85 73
Non-current assets under construction and
payments on account 1,672 1,062 (1) (601) 2,132 2,132
12,978 1,117 (495) (9) (58) 13,533 18,491 4,958

(*) The net opening value of the item “Plant and equipment” (€10,702 million) includes the reclassification (€294 million) of pseudo-working gas. For further information, see Note 8
“Inventories”.
(**) Including impairment losses of €7 million.

15  The recognition of such assets follows Resolutions VIS 8/09, ARG/gas 184/09 and ARG/gas 218/10, whereby the Electricity and Gas Authority recognised
the additional expenses borne by the company respectively in the 2005-2006 and 2006-2007 thermal years (€45 million overall), the 2007-2008
thermal year (€34 million) and the period from 1 October 2008 — 31 December 2009 (€ 55 million). Pursuant to article 6 of Resolution ARG/gas
184/09, the recognition of the additional costs is subject to equalisation with the users through tariff adjustment: (i) starting from 1 January 2010
for the additional costs sustained in thermal years 2005-2006, 2006-2007 and 2007-2008; (ii) starting from 1 January 2011 for the additional costs
sustained by the company during the period 1 October 2008 - 31 December 2009.
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Land 137 2 11 150 150
Buildings 392 3 (12) 17 400 598 198
Plant and equipment 10,795 136 (452) (15) 1022 11,486 16,497 5,011
Industrial and commercial equipment 65 16 (17) (3) 5 66 218 152
Other assets 12 1 (6) 12 19 81 62
Non-current assets under construction and
payments on account 2,132 994 (1,194) 1,932 1,932
13,533 1,152 (487) (1 8) (1 27) 14,053 19,476 5,423

(*) Including impairment losses of €7 million.

Property, plant and equipment (€14,053 million) relate to natural gas transportation infrastructure (€11,755 million), storage
(€£1,984 million), distribution (€225 million) and regasification (€89 million).
Investments of €1,152 million™ refer to the natural gas transportation (€850 million), storage (€286 million), and distribution
(€13 million) business segments, as well as to LNG regasification (€3 million).

The financial expenses capitalised during the year amounted to €37 million (€37 million in 2010). The interest rate used for
the capitalisation of financial expenses is between 2.1% and 3.3% (between 2.6% and 3.1% in 2010).
Depreciation (€487 million) refers to economic and technical depreciation determined on the basis of the useful life of the

assets or their remaining possible use by the company.

The main annual depreciation rates adopted are included in the following ranges:

Annual depreciation rate (%)

Buildings

- Buildings

2-2.5 or more, depending on residual life

Plant and equipment - Transportation

- Pipelines

2 or more, depending on residual life

- Plants

5 or more, depending on residual life

- Gas reduction/regulation plants

5 or more, depending on residual life

Plant and equipment — Storage

- Pipes

2-2.5

- Treatment and compression stations

4 - 5 or more, depending on residual life

- Storage wells

1.66

Plant and equipment — Regasification

- LNG plants

4 or more, depending on residual life

Other plant and equipment

2.5-12.5

Metering devices

5 or more, depending on residual life

Industrial and commercial equipment

4-35

Other assets

10-25

16 The investments for the period are broken down by business segment in the “Business segment operating performance” section of the Directors’ report.
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Disposals of €18 million primarily concern sections of pipelines and some components of compression stations (€15 million
overall).

Other changes (-€127 million) relate to: (i) the adjustment of the timing of expenditure relating to charges for site dismantling
and restoration in the natural gas storage segment (€135 million) which involved an upward adjustment of 20 years
(corresponding to the duration of any possible extensions) of the estimate of the amount of time required to discharge all
obligations"; (i) grants for the period (€13 million); (iii) the change in inventory of piping purchased for investment purposes
and not yet used in plant construction (€21 million).

Government grants for capital expenditure and grants from other parties reducing the net value of property, plant and
equipment amount respectively to €75 million (€76 million at 31 December 2010) and €220 million (€211 million at 31
December 2010). At 31 December 2011, there are no uncollected government grants (€5 million at 31 December 2010).

The value of plant and equipment includes site dismantling and restoration costs totalling €22 million, relating mainly to
natural gas storage sites (€18 million).

Summarised below are changes occurring in provisions for depreciation and impairment losses over the year:

Provision for amortisation, depreciation and impairment losses

)

1)
° g =
8 s 8
[\ & ] ]
= 5 £ =
(€ million) o0 = (e} o0n
Buildings 201 12 (15) 198
Plant and equipment 4,543 452 16 5,011
Industrial and commercial equipment 141 17 (6) 152
Other assets 73 6 (17) 62
4,958 487 (22) 5,423

Contractual commitments for the purchase of property, plant and equipment, and for the provision of goods and services
related to their construction, are disclosed in Note 28 “Guarantees, commitments and risks”.

17 Electricity and Gas Authority Resolution ARG/gas 119/10 provides for a specific portion of revenue to be set aside for the remuneration of storage site
restoration costs, taking into account the maximum duration of the concession (40 years from the date the concession was granted, including possible
extensions), so as to enable full recovery of costs. Based on the provisions of IFRIC 1, “Changes in liabilities recognised for dismantling and restoration
and similar liabilities”, the company has adjusted the estimated time required to extinguish obligations relating to charges for site dismantling and
restoration to bring it into line with tariff remuneration. The impact of this adjustment on net profit, net of the tax effect, is around €20 million.
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Property, plant and equipment by business segment
Property, plant and equipment are broken down by business segment as follows:

(€ million) 31.12.2010 31.12.2011

Gross property, plant and equipment

Business segments

- Transportation 15,400 16,225
- Regasification 124 128
- Storage 2,497 2,643
- Distribution 470 480
Total 18,491 19,476

Provision for amortisation, depreciation and impairment losses

- Transportation (4,072) (4,470)
- Regasification (35) (39)
- Storage (608) (659)
- Distribution (243) (255)
Total (4,958) (5,423)

Net property, plant and equipment

- Transportation 11,328 11,755
- Regasification 89 89
- Storage 1,889 1,984
- Distribution 227 225

13,533 14,053

12) Compulsory inventories

Compulsory inventories, amounting to €405 million (€405 million at 31 December 2010), are made up of minimum quantities
of natural gas that the storage companies are obligated to hold pursuant to Presidential Decree No. 22 of 31 January 2001.
The inventories correspond to approximately 5 billion standard cubic metres of natural gas, the overall measurement of which
is determined annually by the Ministry for Economic Development.
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13) Intangible assets
Intangible assets of €4,444 million (€4,262 million at 31 December 2010) comprise:

31.12.2010
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Intangible assets with a finite useful life
- Service concession agreements 3,341 349 (128) (10) (13) (48) 3,491 6,099 2,608
- Industrial patent rights and rights to use intellectual
property 55 4 (38) 51 72 548 476
- Concessions, licences, trademarks and similar rights 663 (3) 2 662 820 158
- Non-current assets under construction and payments
on account 14 66 (52) 28 28
- Other intangible assets 4 (4) 44 44

4,073 423 (173) (10) (13) (47) 4253 75539 3,286

Intangible assets with an indefinite useful life

- Goodwill 9 9 9

4,082 423 (173) (10) (13) (47) 4262 7,548 3,286

(*)  Including impairment losses of €10 million.

31.12.2011
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Intangible assets with a finite useful life
- Service concession agreements 3,491 362 (137) 9 (37) (70) 3,618 6,251 2,633
- Industrial patent rights and rights to use intellectual
property 72 9 (35) 41 87 596 509
- Concessions, licences, trademarks and similar rights 662 (2) 26 686 847 161
- Non-current assets under construction and payments
on account 28 60 (44) 44 44
- Other intangible assets 2 (2) 46 46
4,253 433 (176) 9 (37) (47) 4,435 7,784 3,349
Intangible assets with an indefinite useful life
- Goodwill 9 9 9
4,262 433 (176) 9 (37) (47) 4444 7,793 3349

(*)  Including impairment losses of €1 million.
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Service concession agreements (€3,618 million) relate to natural gas distribution activities carried out under the concession
system as assigned by local public authorities. With regard to the duration of the concessions, Legislative Decree No. 164/00
(the “Letta Decree”) established that all contracts must be put out to tender by the expiry of the “transitional period” (for
Snam, by 31 December 2012) and that the new duration of the concessions may not exceed 12 years. In accordance with the
provisions of the relevant legislation, tenders for new natural gas distribution concessions will no longer be issued by each
municipality but exclusively by the multi-municipality minimum geographical areas (known as ATEMs)'8.

Industrial patent rights and rights to use intellectual property of €87 million (€72 million at 31 December 2010) mainly
concern information systems and applications in support of operating activities.

Concessions, licences, trademarks and similar rights (€686 million) refer mainly to concessions for the natural gas storage
business (€655 million).

Intangible assets with an indefinite useful life consist only of the goodwill recognised following the acquisition by Italgas of
100% of the shares of Siciliana Gas (€9 million).

For the purposes of calculating recoverable value, goodwill has been allocated to the cash-generating unit consisting of natural
gas distribution activities. The recoverable amount of the cash-generating unit was estimated by equity/income type valuations
with reference to the value of the asset recognised for tariff purposes (RAB — Regulated Asset Base), as well as to additional
income components deriving from the regulation, and is greater than the carrying amount of the cash-generating unit.
Investments in intangible assets of €433 million (€423 million at 31 December 2010) refer mainly to: (i) the construction
and upgrading of natural gas distribution infrastructure (€362 million); and (i) investment projects in progress (€48 million).
Recoveries of value (€9 million) have been recognised against some assets in the natural gas distribution segment on which
impairment losses were recognised in 2010, due to the reduced cost of preparing plants for normal use.

Other changes (-€47 million) essentially consist of grants during the period (-€57 million).

Government grants for capital expenditure and grants from other parties reducing the net value of intangible assets amounted
respectively to €373 million (€374 million at 31 December 2010) and €383 million (€355 million at 31 December 2010) and
essentially concern the natural gas distribution segment. At 31 December 2011, uncollected government grants amounted to
€6 million (€3 million 31 December 2010).

The main amortisation rates adopted on an annual basis are the following:

Annual amortisation rate (%)

Infrastructure used in service concession agreements

- Gas distribution network 2
- Gas diversion plants 2
- Distribution metering equipment 5-7.5 or more, depending on residual life

Intangible assets

- Industrial patent rights and intellectual property rights 20-33

- Other intangible assets 20, or according to the duration of the contract

Existing contractual commitments for the purchase of intangible assets, and of services related to their development, are
disclosed in Note 28, “Guarantees, commitments and risks".

18  For further information refer to the “Business segment operating performance” section of the Directors’ report.
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Intangible assets by business segment
Intangible assets are broken down by business segment as follows:

(€ million) 31.12.2010 31.12.2011

Gross intangible assets

Business segments

- Transportation 389 431
- Regasification 1 2
- Storage 778 788
- Distribution 6,380 6,572
Total 7,548 7,793

Provision for amortisation, depreciation and impairment losses

- Transportation (335) (355)
- Regasification (1) (2)
- Storage (113) (117)
- Distribution (2,837) (2,875)
Total (3.286) (3.349)
Net intangible assets
- Transportation 54 76
- Regasification
- Storage 665 671
- Distribution 3,543 3,697
4,262 4,444

The market value of fixed assets, including compulsory inventories and intangible assets, is estimated at €22 billion™ and
was defined in keeping with the estimate of the value recognised (RAB) for such assets for purposes of compensation by the
Electricity and Gas Authority.

14) Equity-accounted investments
Equity-accounted investments of €319 million (€319 million at 31 December 2010) refer to equity investments in the

distribution business segment and are broken down as follows:

31.12.2010

Opening value
Capital gains from
measurement using
the equity method
Decrease owing to
dividends

Other changes
Closing value

(€ million)

266

~
=~
w
&
wui

Investments in entities under joint control 249

w
—
N
—
(%]
N

Investments in associates 51

Investments in subsidiaries 1 1

301 47 (34) 5 319

19 Estimated value at 31 December 2011.
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31.12.2011
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Investments in entities under joint control 266 45 (42) 269
Investments in associates 52 (4) 48
Investments in subsidiaries 1 1 2
319 45 (4) (42) 1 319

Capital gains from measurement using the equity method of €45 million mainly relate to Azienda Energia e Servizi Torino
S.p.A. (€24 million) and Toscana Energia S.p.A. (€15 million).

Sales (€4 million) relate to the sale of 1,716,064 shares in Acqua Campania S.p.A. held by Italgas and equal to 34.67% of its
share capital, for a consideration of €8 million®.

The net value of equity-accounted investments concerns the following companies:

31.12.2010 31.12.2011

Net Shareholder % Net Shareholder
(€ million) value ownership value % ownership
Jointly controlled entities:
- Toscana Energia S.p.A. 151 48.13% 155 48.08%
- Azienda Energia e Servizi Torino S.p.A. 109 49% 108 49%
- Metano Borgomanero S.p.A. 2 50% 2 50%
- Metano S. Angelo Lodigiano S.p.A. 1 50% 1 50%
- Metano Casalpusterlengo S.p.A. 1 50% 1 50%
- Metano Arcore S.p.A. 1 50% 1 50%
- Umbria Distribuzione Gas S.p.A. 1 45% 1 45%
Total for jointly controlled entities 266 269
Associates:
- ACAM Gas S.p.A. 48 49% 48 49%
- Acqua Campania S.p.A. 4 35.20%
Total for associates 52 48
Subsidiaries:
- Servizi Territori Aree e Penisole S.p.A. 1 70% 1 70%
- Snam Trasporto S.p.A. 1 100%
Total for subsidiaries 1 2

319 319

Investments in subsidiaries, jointly controlled entities and associates can be found in the annex “Significant shareholdings,
associates and equity investments of Snam at 31 December 2011”, which is an integral part of these notes.

20  The transaction also involved the sale of the investments in Acqua Campania S.p.A. held by Eni S.p.A. and Saipem S.p.A.
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Other information on equity investments
The amounts from the most recent financial statements available for non-consolidated subsidiaries, jointly controlled entities
and associates, proportionately to the percentage of ownership, are as follows:

31.12.2010 31.12.2011

I k i K

S B S g

E § 5 3 E § £ 2

52 ES a 58 EL 2
(€ million) zZ3 S35 < zZ3 S5 <
Total assets 3 589 264 4 651 61
Total liabilities 2 275 209 3 335 9
Net revenue 123 29 140 9
EBIT 64 6 81 4
Net profit for the year 41 4 41 1
15) Other non-current assets
Other non-current assets of €81 million (€49 million at 31 December 2010) break down as follows:
(€ million) 31.12.2010 31.12.2011
Accrued income from regulated activities 17 66
Derivatives:
- Fair value of derivatives 15
Other non-current assets:
- Prepayments 8 6
- Security deposits 6 6
- Other assets 3 3

17 15
49 81

Accrued income from regulated activities of €66 million relates to: (i) the non-current portion of natural gas transportation
revenues invoiced below the restriction established by the Regulator (€56 million); and (ii) the non-current portion (€10
million) of the assets recorded against the recognition by the Electricity and Gas Authority of additional expenses borne during
the second regulatory period (1 October 2005 — 31 December 2009) for the purchase of fuel gas used in the transportation
business?'.

16) Non-current assets held for sale and directly related liabilities

Non-current assets held for sale of €25 million (unchanged from 31 December 2010) concern property owned by Italgas, for
which sales negotiations are under way with Eni following the commitments arising from the Italgas purchase agreement?.
Liabilities directly related to assets held for sale of €9 million (€10 million at 31 December 2010) include environmental
provisions for expenses involved in the property’s restoration.

21 For further information, see Note 10, "Other current assets”.

22 For information on commitments made by the parties, see Note 28 “Guarantees, commitments and risks - Commitments deriving from the agreement
to purchase Italgas and Stogit from Eni”.
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CURRENT LIABILITIES

17) Short-term financial liabilities

Short-term financial liabilities of €2,787 million (€1,844 million as at 31 December 2010) are denominated entirely in Euros
and relate to credit lines with Eni S.p.A..

Short-term financial liabilities include: (i) floating-rate loans (€2,287 million); and (i) floating-rate loans of €500 million,
converted into fixed-rate loans through an interest rate swap derivative contract?® for an equal notional amount. The weighted
average interest rate on short-term financial debt was 1.5% (0.7% at 31 December 2010).

The market value of short-term financial liabilities is the same as their book value.

At 31 December 2011, there were no breaches of loan agreements.

18) Trade and other payables
Trade and other payables of €1,344 million (€1,322 million at 31 December 2010) comprise:

(€ million) 31.12.2010 31.12.2011
Trade payables 468 556
Payables for investments 627 486
Other payables 227 302

1,322 1,344

Trade payables of €556 million (€468 million at 31 December 2010) mainly refer to the natural gas transportation (€300
million), distribution (€219 million) and storage (€33 million) business segments.

Payables for investment activities of €486 million (€627 million at 31 December 2010) refer mainly to the natural gas
transportation (€362 million), storage (€65 million) and distribution (€57 million) business segments. The decrease of €141
million compared to 31 December 2010 is due to changes in payments, including in particular the payment to Eni (€89
million) for part of the payables recognised in relation to commitments deriving from the contracts for the acquisition of
Italgas and Stogit“.

23 For information on derivative contracts, see Note 21 “Other current liabilities”.

24 For more information, see Note 28 "Guarantees, commitments and risks - Commitments deriving from the agreement to purchase Italgas and Stogit
from Eni".
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Other payables of €302 million (€227 million at 31 December 2010) break down as follows:

(€ million) 31.12.2010 31.12.2011
Group VAT payables 15 20
IRES payables for National tax Consolidation Scheme 69 19

Other payables:

- Payables to the Cassa Conguaglio Settore Elettrico (Electricity Equalisation Fund) 25 141
- Payables to employees 43 51
- Payables to pension and social security institutions 27 23
- Payables to the government 16 20
- Payments on account and advances 15 5
- Other 17 23

143 263

227 302

Payables to the Cassa Conguaglio Settore Elettrico (Electricity Equalisation Fund) (€141 million) concern accessory tariff
components that mainly relate to: (i) the transportation business segment (special tariffs for gas sector customers experiencing
hardship and measures and steps for energy savings and the development of renewable sources in the natural gas sector),
pursuant to Electricity and Gas Authority Resolutions ARG/com 93/10 and ARG/gas 177/10 (€108 million); (ii) to the storage
segment (coverage of the equalisation imbalances account), pursuant to Resolution 50/06 (€21 million); (iii) the distribution
segment (energy savings, gas service quality, equalisation imbalances and disadvantaged customers), mainly pursuant to
Resolution ARG/gas 159/08 (€12 million).

Payables to the government (€20 million) primarily involve payables to municipalities for concession fees for the distribution
business.

The fair value measurement of trade and other payables has no material impact given the short period of time between when
the payable arises and its due date.

Note 36 “Related-party transactions” contains information about payables due to related parties.

19) Current income tax liabilities
Current income tax liabilities of €175 million (€11 million at 31 December 2010) saw an increase of €164 million compared
to 31 December 2010, due mainly to additional IRES payables of €169 million (Robin Hood Tax). The implementation of this
tax, which applies from 2011 to the natural gas transportation and distribution segments, follows the tax measures brought
in by Decree Law No. 138 of 13 August 2011, converted into Law No. 148 of 14 September 2011. In particular, Article 7 of
said Decree amended Decree Law No. 112 of 25 June 2008 (converted into Law No. 133 of 6 August 2008) establishing an
additional IRES (the Robin Hood Tax) for companies operating in the fields of hydrocarbons exploration and development,
oil refining, production and sale of petrol, oil, diesel, lubricants, liquefied natural gas and liquefied petroleum gas, and the
production or sale of electricity, making provision, from the current financial year, for:

- extending the scope of the Decree to include companies operating in the fields of transmission, dispatch and distribution
of electricity and transportation and distribution of natural gas for financial years 2011, 2012 and 2013, and increasing in
the rate of additional tax from 6.5% to 10.5%;

- changes to the ceiling above which the additional tax applies, identified, with reference to the previous financial year, as
revenue of €10 million and taxable income of €1 million, to replace the previous threshold of €25 million.

As a result of the measures in question, Snam companies operating in the natural gas transportation and distribution segments

are subject to the additional IRES at a rate of 10.5% for financial years 2011, 2012 and 2013 and 6.5% from 2014.
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20) Other current tax liabilities

Other current tax liabilities of €16 million (€20 million at 31 December 2010) mainly relate to IRPEF (personal income tax)

withholdings for employees (€11 million) and deferred VAT payables to be paid to public authorities (€3 million).

21) Other current liabilities
Other current liabilities of €211 million (€221 million at 31 December 2010) comprise:

(€ million) 31.12.2010 31.12.2011
Prepaid income from regulated activities 159 129
Derivatives:
- Fair value of derivatives 52 75
- Accrued interest differentials on derivatives 6 3
58 78
Other current liabilities:
- Deferred and prepaid revenue and income 4 4
221 211

Prepaid income from regulated activities of €129 million relates to: (i) the natural gas storage business segment (€84

million) and concerns payments for balancing and stock replenishment, which are to be returned to service users based on

the provisions of Resolution 50/06 of the Electricity and Gas Authority; and (ii) the transportation business segment (€45

million) and concerns the short-term portion of revenues invoiced in excess of the restriction established by the Electricity and

Gas Authority, and penalties charged to users who exceeded the committed capacity, which is to be returned through tariff

adjustments pursuant to Resolution 166/05.
Information on the fair value of derivatives at 31 December 2011 is summarised below.

(€ million) 31.12.2010 31.12.2011

Interest rate agreements Assets Liabilities Assets Liabilities
Fair Value Interest Rate Swap 15 (83) (263)
Less:

- Non-current share (15) 31 188
Current share (52) (75)

The fair value of hedging derivatives and their classification as an asset/liability over 12 months (non-current) or an asset/

liability within 12 months (current) have been determined using generally accepted financial measurement models and market

parameters at the end of the year. At 31 December 2011, Snam had 19 cash flow hedge derivatives in place.
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The characteristics of these contracts, as well as their market value, are shown below:

(€ million)
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31.12.2010  31.12.2011 31.12.2010  31.12.2011
Interest rate swap 24.11.2005  24.11.2015 10 500 500  Euribor  fixed rate (26) (44)
Interest rate swap 26.03.2007  26.03.2012 5 500 500  Euribor  fixed rate (16) (3)
Interest rate swap 20.03.2008  20.03.2011 3 300 Euribor  fixed rate (2)
Interest rate swap 30.06.2009  28.01.2016 7 700 700  Euribor  fixed rate (24) (52)
Interest rate swap 30.09.2009  30.09.2011 2 500 Euribor  fixed rate (3)
Interest rate swap 19.10.2009  19.10.2011 2 300 Euribor  fixed rate (3)
Interest rate swap 02.12.2009  02.12.2013 4 350 350  Euribor  fixed rate (5) 9)
Interest rate swap 02.12.2009  02.12.2015 6 200 200  Euribor  fixed rate (3) (11)
Interest rate swap 30.07.2010 31.07.2017 7 500 500 Euribor fixed rate 6 (25)
Interest rate swap 02.08.2010 03.08.2015 5 300 300 Euribor fixed rate 2 (10)
Interest rate swap 15.09.2010 15.12.2012 2 185 185 Euribor fixed rate (- (1)
Interest rate swap 16.09.2010 16.09.2015 5 200 200  Euribor fixed rate 2 (7)
Interest rate swap 20.09.2010 9.05.2012 2 200 200  Euribor  fixed rate ()
Interest rate swap 27.09.2010  28.09.2012 2 300 300  Euribor  fixed rate (1) (1)
Interest rate swap 27.09.2010  28.09.2012 2 300 300 Euribor  fixed rate (- (1)
Interest rate swap 30.09.2010  28.09.2012 2 300 300  Euribor  fixed rate (1) (1)
Interest rate swap 4.10.2010 4.10.2012 2 300 300  Euribor  fixed rate (- (1)
Interest rate swap 4.10.2010 4.10.2012 2 300 300  Euribor  fixed rate (-
Interest rate swap 4.11.2010 7.05.2013 3 300 300  Euribor  fixed rate (--) (1)
Interest rate swap 16.09.2011 16.09.2018 7 200  Euribor  fixed rate (20)
Interest rate swap 30.09.2011 28.09.2018 7 500  Euribor  fixed rate (52)
Interest rate swap 19.10.2011 19.10.2016 6 300 Euribor  fixed rate (27)
6,535 6,435 (74) (266)

The fair-value valuation of interest-rate derivatives is calculated on the basis of standard market valuation algorithms and
market quotes/contributions provided by leading information providers.

For these contracts, the company agrees with the counterparty to exchange, on fixed dates, the difference between the
floating-rate and fixed-rate calculated using the reference nominal value.

Three derivatives contracts were entered into during 2011, for €200 million, €500 million and €300 million respectively, and
used to convert floating-rate loans into fixed-rate loans.

Changes in fair value posted as a decrease in shareholders’ equity in 2011, net of the related tax effect®, amount to -€121
million (+€3 million at 31 December 2010).

25 Includes the effect (€20 million) deriving from the adjustment of prepaid IRES taxes following the implementation of the Robin Hood Tax.
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The table below shows the swaps in place by type, the weighted average interest rate and the maturity of the transactions.
The variable average rates are based on rates at year end; they are subject to changes which may significantly affect future
financial flows.

2010 2011
Purchase fixed rate/Sell fixed rate - Nominal value (€ million) 6,535 6,435
- Weighted average interest rate purchased (%) 2.40 2.54
- Weighted average interest rate sold (%) 1.01 1.47
- Weighted average maturity (years) 293 2.98

A comparison between the average rates bought and sold is not indicative of the result of the derivative contracts put in place;
this result is determined taking into account the underlying transaction.

NON-CURRENT LIABILITIES

22) Long-term financial liabilities and short-term portions of long-term liabilities
Based on the table used in the Directors’ report, net financial debt can be broken down as follows:

31.12.2010 31.12.2011

Non- Non
(€ million) Current current Total Current current Total
Financial liabilities 10,350 11,199
Short-term financial liabilities 1,844 1,844 2,787 2,787
Long-term financial liabilities 1,320 7,186 8,506 1,612 6,800 8,412
Financial receivables and cash and cash equivalents (9) (2)

Financial receivables not held for operations (1) (1)

Cash and cash equivalents (8) (8) (2) (2)
3,156 7,185 10,341 4,397 6,800 11,197

Long-term financial liabilities
Long-term financial liabilities, including the short-term portions, of €8,412 million (€8,506 million at 31 December 2010)

comprise:
31.12.2010 31.12.2011
Short-term Long-term Short-term Long-term
(€ million) portion portion Total portion portion Total
Parents 1,320 7,185 8,505 1,612 6,800 8,412
Other financial backers 1 1
1,320 7,186 8,506 1,612 6,800 8,412
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The breakdown of financial liabilities with parents, including the short-term portions, (€8,412 million) is as follows:

(€ million)

Fixed rate (F) Residual

Floating rate Type of  Disbursement Maturity duration
Lender Currency Amount (V) repayment date date (years/months)
Long-term loans
Eni (a) € 500 F On maturity 24.11.2005 24.11.2015 3y 11m
Eni (Credit line) (a) € 1,500 F Revolving (b) 24.11.2005 17.11.2014 2y 11m
Eni (a) = 185 E On maturity 15.12.2005 15.12.2012 1y
Eni (a) & 500 F On maturity 26.03.2007 26.03.2012 3m
Eni (Credit line) (a) = 200 E Revolving (b) 09.05.2007 09.05.2012 4m
Eni & 200 F On maturity 11.06.2007 11.06.2012 5m
Eni = 300 F On maturity 20.06.2007 20.06.2012 6m
Eni = 200 F On maturity 18.07.2007 18.07.2012 7m
Eni & 350 F On maturity 20.12.2007 14.11.2017 5y 10m
Eni = 400 E On maturity 28.10.2008 14.11.2013 Ty 10m
Eni (a) = 700 E On maturity 30.06.2009 28.01.2016 4y Tm
Eni (a) = 350 F On maturity 02.12.2009 02.12.2013 Ty 11m
Eni (a) = 200 F On maturity 02.12.2009 02.12.2015 3y 11m
Eni (a) = 300 F On maturity 30.06.2009 28.01.2016 4y Tm
Eni (a) € 500 F On maturity 30.07.2010 31.07.2017 Sy 7m
Eni (a) € 300 F On maturity 02.08.2010 03.08.2015 3y 7m
Eni (a) = 200 E On maturity 16.09.2010 16.09.2015 3y 9m
Eni = 400 E On maturity 21.03.2011 20.12.2013 2y
Eni & 300 F On maturity 12.07.2011 12.07.2017 Sy 6m
Eni (a) & 200 E On maturity 16.09.2011 16.09.2018 6y 9m
Eni (a) & 300 F On maturity 19.10.2011 19.10.2017 S5y 10m
Total fixed rate 8,085
Eni (c) € 300 V. Amortised (d) 30.12.2009 15.12.2029 18y
Total floating rate 300
Total long-term loans 8,385
Accrued expenses 27

8,412

(a) Floating-rate loans converted by interest rate swaps into fixed-rate loans.
(b)  Revolving credit lines are those which provide for the reconstitution of the credit limit in line with repayments.
(c) Borrowed from the European Investment Bank (EIB).
(d) Loan to be repaid in equal instalments with a grace period.

At 31 December 2011 the revolving credit lines were fully drawn (the same as at 31 December 2010). There were no breaches
of loan agreements at the reporting date.

Snam has entered into a €300 million loan agreement with Eni funded by the European Investment Bank (EIB), which is based
on Eni maintaining a minimum rating. This condition has been met.
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Long-term financial liabilities, including the short-term portions, are indicated below with their respective maturities:

Value at 31 Long-term maturity
December Maturity After Total
(€ million) Maturity 2011 2012 2013 2014 2015 2016 2016 long-term
Parents 2012-2029 8,412 1,612 1,150 1,500 1,200 1,000 1,950 8,412

Long-term financial liabilities, including the short-term portions, are broken down below with an indication of the related
average rate for the period. All financial liabilities are denominated in Euros.

Value at Average Value at Average

(€ million) 31.12.2010 rate 31.12.2011 rate

Long-term financial liabilities 8,506 3.2% 8,412 3.5%
The breakdown of long-term financial liabilities by type of interest rate is as follows:

31.12.2010 31.12.2011

(€ million) Amount % Amount %

At fixed rate 8,206 96 8,112 96

At floating rate 300 4 300 4

8,506 100 8,412 100

Decree Law No. 1 of 20 January 2012 was published on the Gazzetta Ufficiale of 24 January 2012, authorising “Urgent
arrangements for competition, development of infrastructures and competitiveness”. Specifically, Article 15 “Arrangements on
the subject of ownership unbundling” established that the Prime-Ministerial Decree pursuant to Article 1, paragraph 905 of Law
No. 296 of 27 December 2006 relating to the implementation of ownership unbundling between Eni and Snam, will be issued
within six months of the above-mentioned Decree Law coming into force.

In the case of a change of control at Snam by Eni S.p.A., existing agreements between the companies give Eni S.p.A. the right
to extinguish the credit lines granted early. At present, Snam believes that cash flows from operations and its current financial
and capital structure can reasonably allow access to a wide range of financing from the capital market and banks. However,
there are no guarantees that Snam would be capable of obtaining loans and financing from other sources under the same
conditions as current ones.

Below are details on net financial debt showing related-party transactions:

31.12.2010 31.12.2011
(€ million) Current Non current Total Current Non current Total
A. Cash and cash equivalents 8 8 2 2
B. Securities not held for operations
C. Cash (A+B) 8 8 2 2
D. Financial receivables not held for operations 1 1
E. Short-term financial liabilities to banks
F. Long-term financial liabilities to banks
G. Bonds
H. Short-term financial liabilities to related parties 1,844 1,844 2,787 2,787
I.  Long-term financial liabilities to related parties 1,320 7,185 8,505 1,612 6,800 8,412
L. Other short-term financial liabilities
M. Other long-term financial liabilities 1 1
N. Gross financial debt (E+F+G+H+I+L+M) 3,164 7,186 10,350 4,399 6,800 11,199
O. Net financial debt (N-C-D) 3,156 7,185 10,341 4,397 6,800 11,197
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23) Provisions for risks and charges
Provisions for risks and charges of €527 million (€629 million at 31 December 2010) are illustrated in the table below:

(€ million)
o
y :
5 a 8
I o 2 )
= 2 = ilisati k- =
0 S o Utilisations S S
‘£ @ ® = n
g 3 S against for £ =
31.12.2010 o a < expense excess o m
Provision for site dismantlement and restoration 416 15 (2) 1 430
Provision for litigation 73 16 (1) (19) 69
Provision for environmental risk and expense 59 8 (7) 60
Other provisions 28 18 (3) () 29 70
576 42 15 (13) (21) 30 629
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Provision for site dismantlement and restoration 430 (135) 12 (1) 306
Provision for litigation 69 34 (9) (17) 77
Provision for environmental risk and expense 60 11 (8) 63
Other provisions 70 1 (13) (2) 25 81
629 (135) 46 12 (31) (19) 25 527

The provision for site dismantlement and restoration (€306 million) was recognised primarily due to expenses which are
expected to be borne for the removal of natural gas storage facilities and for site restoration (€294 million). Changes in
estimates (€135 million) are due mainly to an adjustment of the timing of expenditure related to future storage site
restoration charges, which increased the estimated time required for the extinguishment of the relevant obligations by 20
years (corresponding to the duration of any possible extensions). This calculation method is consistent with the remuneration
of costs for tariff purposes by the Electricity and Gas Authority, pursuant to Resolution ARG/gas 119/10%.

The provision for litigation (€77 million) included costs which the company has estimated it will incur for existing lawsuits.
The provision for environmental expense (€63 million) mainly included costs for environmental soil reclamation, which is
required under Law No. 471/1999 (as amended), primarily for the disposal of solid waste, related to the distribution business.
Other provisions (€81 million) relate essentially to: (i) costs (€54 million) recorded to offset the item covering changes in
inventories resulting from the difference between estimated quantities of Unaccounted-For Gas (UFG) which is to be recorded
in 2012 and 2013, and the amounts to be paid in kind by users to cover the quantities of UFG for the same year; and (ii) costs
for termination benefits (€4 million) for the planned termination of staff based on union agreements.

26  Further information on this resolution is provided in Note 11 “Property, plant and equipment”.
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24) Provisions for employee benefits
Provisions for employee benefits of €107 million (€105 million at 31 December 2010) can be broken down as follows:

(€ million) 31.12.2010 31.12.2011
Employee severance pay (TFR) 81 82
Supplemental healthcare provision for company executives of Eni (FISDE) 6 5
Other employee benefit provisions 18 20

105 107

The provision for employee severance pay of €82 million is governed by Article 2120 of the Italian Civil Code and represents
the estimated liability determined on the basis of actuarial procedures for the amount to be paid to employees at the time the
employment is terminated. The principal amount of the benefit is equal to the sum of portions of the allocation calculated on
compensation items paid during the employment and revalued until the time such relationship is terminated. In accordance with
changes to the law introduced from 1 January 2007, severance pay to be accrued is earmarked for pension funds or the fund
set up at the Istituto Nazionale Previdenza Sociale (INPS) [National Social Security Institute] or, for businesses with less than
50 employees, may be kept within the business. This means that a significant part of severance pay to be accrued is classified
as a defined-contribution plan since the company’s only obligation is to pay the contributions to the pension fund or to INPS.
Liabilities related to severance pay pre-dating 1 January 2007 remains a defined-benefit plan to be valued using actuarial methods.
The supplemental healthcare provision for company executives of Eni (FISDE) of €5 million includes the estimate of costs
related to contributions to be paid to the supplemental healthcare provision benefiting current and retired executives. The
amount of the liability and the cost of care related to the supplemental healthcare provision for company executives of Eni are
determined with reference to the contribution that the company pays to retired executives.

Other employee benefit provisions of €20 million mainly concern long-term benefits connected with deferred cash incentive
plans, long-term cash incentive plans (€11 million in total) and seniority plans (€9 million).

Deferred cash incentive plans involve the allocation of a basic incentive that will be paid out after three years in an amount
depending on the company’s performance.

The long-term incentive plans replaced the preceding stock option allocations involve the payment, three years after being
assigned, of a variable cash bonus tied to a measure of company performance.

Seniority bonuses are benefits paid upon reaching a minimum service period at the company, and are paid in kind.

Employee benefit provisions, which are determined by applying actuarial methods, can be broken down as follows?":

31.12.2010 31.12.2011

(€ million) TFR  FISDE Other Total TFR  FISDE Other Total
Present value of liabilities at the start of the year 85 6 19 110 85 6 18 109
Current cost 4 4 5 5
Interest cost 4 1 5 4 1 5
Actuarial gain/(loss) 2 2 (3) 1 (2)
Benefits paid (6) (6) (12) (5) (5) (10)
Other changes 1 1
Present value of liabilities at the end of the year 85 6 18 109 82 6 20 108
Unrecorded actuarial gain/(loss) (4) (4) (1) (1)
Cost related to unrecorded past work performed

Net liabilities in provisions for employee benefits 81 6 18 105 82 5 20 107

27  The table also provides a reconciliation of liabilities recorded for employee benefit provisions.
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Costs related to employee benefit liabilities, which are recorded in the income statement (€10 million), are broken down as

follows:
2010 2011
(€ million) TFR  FISDE Other Total TFR  FISDE Other Total
Current cost 4 4 5 5
Interest cost 4 1 5 4 1 5
4 5 9 4 6 10

The main actuarial assumptions used to determine liabilities at the end of the year and to calculate the cost for the following
year are indicated below:

% TFR FISDE Other
2010

Discount rates 4.75 4.75 2-475
Inflation rate 2 2 2
2011

Discount rates 4.75 4.75 1.80-4.75
Inflation rate 2 2 2

Demographic tables prepared by the General State Accounting Department (RG48) were used for the actuarial assumptions.
With respect to FISDE, the impact of a 1% change in the actuarial assumptions for costs related to medical care is not
significant.

The amount of contributions expected to be paid to the benefit plans established last year total €7 million.

25) Deferred tax liabilities
Deferred tax liabilities of €901 million (€853 million at 31 December 2010) are stated net of offsettable prepaid tax assets of
€551 million (€463 million at 31 December 2010). There are no prepaid tax assets which cannot be offset.

(€ million) 31.12.2010 Provisions Utilisations Other changes 31.12.2011
Deferred tax liabilities 1,316 8 (87) 215 1,452
Prepaid tax assets (463) (52) 63 (99) (551)

853 (44) (24) 116 901

Other changes (€116 million) relate essentially to: (i) the adjustment of deferred tax liabilities and prepaid tax assets at 31
December 2010 to the new IRES rates following the implementation of the additional tax of 10.5% for 2011, 2012 and 2013,
and of 6.5% from 2014, applying to the natural gas transportation and distribution business segments?®. This adjustment
resulted in greater deferred tax liabilities, amounting to €188 million; and (ii) prepaid taxes allocated to the change in the fair
value of the hedging derivatives (€73 million)?.

28  The adjustment results from the new tax measures introduced by Decree Law No. 138 of 13 August 2011 containing “Further urgent measures for
financial stabilisation and development”, converted into Law No. 148 of 14 September 2011. For further information see Note 20 “Current tax liabilities”.

29  Includes the effect (€20 million) deriving from the adjustment of prepaid IRES taxes following the implementation of the Robin Hood Tax.
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Deferred tax liabilities of €901 million are broken down as follows by type of tax:

31.12.2010 31.12.2011
(€ million) IRES IRAP Total IRES IRAP Total
Deferred tax liabilities 1,201 115 1,316 1,361 91 1,452
Prepaid tax assets (415) (48) (463) (508) (43) (551)
Net deferred tax liabilities 786 67 853 853 48 901

Deferred and prepaid taxes are broken down below based on the nature of the most significant timing differences that resulted
in the net deferred tax liabilities:
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Deferred tax liabilities
- Excess and advance amortisation and depreciation 933 (69) 197 1,061
- Premium paid in Eni takeover of Italgas 231 (10) 49 270
- Capitalisation of financial expenses 14 (1) 4 17
- Capital gains subject to deferred taxation 4 5 (3) 2 8
- Site dismantlement and restoration 41 (36) 5
- Impairment losses on receivables in excess of tax deductibility 4 1 5
- Financial leasing 2 2
- Derivatives 4 (4)
- Other 83 1 @ 2 84

1,316 6 (85) 215 1,452
Prepaid tax assets
- Non-repayable and contractual grants (1371) (1) 2 (27) (157)
- Provision for risks and charges and other non-deductible provisions (107) (28) 40 (20) (109)
- Site dismantlement and restoration (119) (5) 34 (90)
- Derivatives (22) (69) (91)
- Non-deductible amortisation and depreciation (44) (17) 5 (11) (67)
- Employee benefits (6) (1) (1) (8)
- Revenue adjustments (13) 1 8 (3) (7)
- Other (27) (1) 8 (2) (22)
(463) (52) 63 (99) (551)

Net deferred tax liabilities 853 (46) (22) 116 901

Prepaid tax assets and deferred tax liabilities are considered to be long term.
Note 33 “Income taxes” provides information about taxes for the year.
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26) Other non-current liabilities

Other non-current liabilities of €869 million (€331 million at 31 December 2010) comprise:

(€ million) 31.12.2010 31.12.2011

Prepaid income from regulated activities 273 306

Derivatives:

- Fair value of derivatives 31 188
31 188

Other non-current liabilities:

- Deferred and prepaid revenue and income 23 317
- Prepaid contributions for connecting to the transportation network 3 3
- Other liabilities 1 55
27 375

331 869

Prepaid income from regulated activities (€306 million) relates to: (i) the non-current portion of transportation revenues
invoiced in excess of the restriction established by the Regulator and penalties charged to service users that exceeded the
committed capacity (€173 million); this amount is to be adjusted based on the provisions of Resolution 166/05 of the
Electricity and Gas Authority; and (i) the non-current portion of payments for balancing and stock replenishment invoiced
in 2011 (€133 million) to be returned to service users based on the provisions of Resolution 50/06 of the Electricity and Gas
Authority.

Deferred and prepaid revenue and income (€317 million) refer to: (i) fees for the use of strategic gas withdrawn and not
replenished under the terms of the Storage Code (€296 million); and (i) the non-current portion of the prepaid fee for the
concession to use fibre-optic cables given to a telecommunications operator (€21 million).

Other liabilities (€55 million) refer mainly to the non-current portion of the adjustment, to be repaid in kind to users of the
natural gas transportation service, of the quantity of fuel gas used in 2011 to operate the service with the quantities allocated
by users during the same year, pursuant to Resolution ARG/gas 184/09.

For information about derivatives, see Note 21 "Other current liabilities”.

Snam Annual Report 2011



Snam Annual Report 2011 / Notes to the consolidated financial statements

27) Shareholders’ equity
Shareholders’ equity of €5,792 million at 31 December 2011 breaks down as follows:

(€ million) 31.12.2010 31.12.2011

Equity attributable to Snam

Share capital 3,570 3,571
Legal reserve 418 463
Share premium reserve 1,981 1,988
Consolidation reserve (1,713) (1,701)
Cash flow hedge reserve (49) (170)
Other reserves 791 783
Retained earnings 904 1,188
Net profit 1,106 790
Less:
- Treasury shares (789) (783)
- Interim dividend (304) (338)
5915 5,791

Capital and reserves attributable to minority interests

Napoletana Gas 1 1

5,916 5,792

Share capital

At 31 December 2011, the fully subscribed and paid-up share capital of Snam Rete Gas S.p.A. consists of 3,571,187,994
ordinary shares with a nominal value of €1 (3,570,832,994 shares at 31 December 2010). The increase of €355,000 over
31 December 2010 was due to the issue of 355,000 shares with a nominal value of €1. These shares were subscribed by
executives entitled to participate in the 2003 and 2004 stock option plans.

Legal reserve

The legal reserve at 31 December 2011 totalled €463 million (€418 million at 31 December 2010), showing an increase of
€45 million resulting from the allocation of 5% of the 2010 profit of parent company Snam Rete Gas S.p.A.,, in accordance
with Article 2430 of the Italian Civil Code.

Share premium reserve
The share premium reserve at 31 December 2011 totalled €1,988 million (€1,981 at 31 December 2010). The increase of €7
million is due to the exercise of stock options by eligible executives.

Consolidation reserve

The negative consolidation reserve (€1,701 million compared with €1,713 million at 31 December 2010) includes the value
derived from the difference between the acquisition cost of the Italgas and Stogit holdings (€4,628 million, including the
additional transaction expenses and price adjustment following the agreements reached at transaction closing) and the
relative shareholders’ equity attributable to the group on the transaction completion date (€2,004 million and €923 million,
respectively, for Italgas and Stogit). The €12 million decrease over 31 December 2010 was due to the recognition of the
impact of the price adjustment reflecting agreements signed when the purchase contracts were signed for Italgas and Stogit*.

30  For more information, see Note 28 “Guarantees, commitments and risks - Commitments deriving from the agreement to purchase Italgas and Stogit
from Eni”.
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Cash flow hedge reserve

(€ million) Gross reserve Tax effect (*) Net reserve
Reserve at 31.12.2010 (68) 19 (49)
Transfer to income statement 69 (26) 43
Changes in 2011 (263) 99 (164)
Reserve at 31.12.2011 (262) 92 (170)

(*)  Includes the effect (€20 million) deriving from the adjustment of prepaid IRES taxes following the implementation of the Robin Hood Tax.

The cash flow hedge reserve (-€170 million) includes the valuation, net of the related tax effect, of the fair value of cash flow
hedge derivatives relating to interest rate swaps used by the company to convert floating-rate loans into fixed-rate loans.

Other reserves
Other reserves of €783 million (€791 million at 31 December 2010) relate to the reserve created against the cost of
192,553,051 treasury shares.

Retained earnings
Retained earnings totalled €1,188 million (€904 million at 31 December 2010) and rose by €284 million, due essentially to
2010 retained earnings (€284 million).

Treasury shares
The treasury shares held at 31 December 2011 are broken down in the table below:

Number Average Total cost  Share capital
Year of shares cost (€) (€ million) (%) (**)
Purchases
2005 800,000 4.399 3 0.04
2006 121,731,297 3.738 455 6.22
2007 73,006,653 4.607 336 3.73

195,537,950 4.061 794

Less treasury shares granted/sold:
- assigned free of charge pursuant to 2005 stock grant plans (39,100)
- sold pursuant the stock option plans 2005 (69,000)
- sold pursuant the stock option plans 2006 (1,775,249)
- sold pursuant the stock option plans 2007 (1,101,550)
Treasury shares held at 31 December 2011 (*) 192,553,051

(*) For a book value of €783 million.
(**) Share capital in existence at the last repurchase date of the year.

At 31 December 2011 the total number of treasury shares held by the company was 192,553,051, equal to 5.39% of the
share capital.
At 31 December 2011, the company had commitments to grant 3,003,351 shares under stock option plans. At the same date,

the market value of the shares totalled approximately €653 million®'.

31 Calculated by multiplying the number of treasury shares by the official share price at 31 December 2011 (€3.39 per share).
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Interim dividends

Interim dividends of €338 million refer to the interim dividend for 2011 of €0.10 per share, as decided by the Board of
Directors in the meeting of 27 July 2011, pursuant to Article 2433-bis, paragraph 5, of the Italian Civil Code. The advance
dividend was payable from 27 October 2011, with an ex-dividend date of 24 October 2011.

Dividends

On 27 April 2011 the Ordinary Shareholders’ Meeting of Snam Rete Gas S.p.A. authorised the distribution of an ordinary
dividend of €0.23 per share. The dividend of €0.14 per share to balance the 2010 interim dividend of €0.09 (€473 million)
was made payable from 27 May 2011, with an ex-dividend date of 24 May 2011.

At its meeting of 12 March 2012, the Board of Directors proposed to the Shareholders’ Meeting convened for 26 and 27 April
2012 at first and second call, respectively, to distribute an ordinary dividend of €0.24 per share. The dividend of €0.14 per
share to balance the 2011 interim dividend of €0.10 per share, will be payable from 24 May 2012, with an ex-dividend date
of 21 May 2012.

28) Guarantees, commitments and risks
Guarantees, commitments and risks of €4,181 million (€3,676 million at 31 December 2010) comprise:

31.12.2010 31.12.2011
Other Other
personal Commitments personal Commitments

(€ million) guarantees and risks Total  guarantees and risks Total
Other personal guarantees given
on its own behalf:
- Parents 51 51 65 65
- Other 11 11 8 8

62 62 73 73
Commitments
Commitments for the purchase of goods and services 1,732 1,732 1,723 1,723
Commitments for the purchase of equity investments 75 75
Other 1 1 4 A

1,733 1,733 1,802 1,802
Risks:
- Third-party assets on deposit 1,877 1,877 2,300 2,300
- Litigation 4 4 6 6
1,881 1,881 2,306 2,306

62 3,614 3,676 73 4,108 4,181

Guarantees

Other personal guarantees given on own behalf of €73 million (€62 million at 31 December 2010) essentially relate to: (i) hold-
harmless letters issued to Eni S.p.A. (€41 million) and third parties (€7 million) for sureties issued in favour of Snam, mainly
performance bonds and to participate in tenders; (ii) hold-harmless letters issued to Eni S.p.A. (€19 million) for guarantees
issued in favour of Snam for equity investments and concessions relating to the natural gas distribution service; (iii) guarantees
issued to the Municipality of San Donato Milanese (€4 million) to cover the commitments deriving from a project to construct
a property complex in San Donato Milanese for office use.
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Commitments

At 31 December 2011, commitments with suppliers to purchase property, plant and equipment and provide services relating
to investments in property, plant and equipment and intangible assets under construction totalled €1,723 million (€1,732
million at 31 December 2010).

The commitments to purchase equities (€75 million) relate to the commitment deriving from a joint agreement between
Snam and Fluxys G to purchase the following investments from Eni: (i) 16.41% of Interconnector (UK) Ltd, the owner and
operator of the underwater pipeline between the United Kingdom (Bacton) and Belgium (Zeebrugge), enabling a strategic
bi-directional connection between the United Kingdom and Europe’s biggest gas trading markets; (ii) 51% of Interconnector
Zeebrugge Terminal SCRL, which includes the terminal and the compression plants that connect the Interconnector pipeline
with the Belgian gas transportation system; (iii) 10% of Huberator S.A., a subsidiary of Fluxys G that operates the gas trading
hub in Zeebrugge. The transaction involves the two purchasers acquiring the aforesaid investments in equal shares, for a total
consideration of €150 million.

The transaction is expected to be completed by the second half of 2012, subject to the authorisation of the competent
authorities.

Other commitments (€4 million) relate to commitments made to the Municipality of San Donato Milanese and Eni Servizi
S.p-A. regarding the project to build a property complex in San Donato Milanese for office use.

Risks

Risks related to third-party assets on deposit, equal to €2,300 million (€1,877 million at 31 December 2010) relate to about
6.7 billion cubic metres of natural gas deposited in the storage plants by customers of the service. This amount was determined
by applying the estimated unit repurchase cost of approximately €0.34 per standard cubic metre to the quantities of gas
deposited.

Risks related to compensation and litigation (€6 million) relate to possible (but not probable) claims for compensation arising
from ongoing litigation, with a low probability that the pertinent economic risk will arise.

FINANCIAL RISK MANAGEMENT

Introduction

The main financial risks identified, monitored and, to the extent described below, managed by Snam are as follows:

market risk deriving from exposure to fluctuations in interest rates and the price of natural gas;

credit risk deriving from the possibility of counterparty default;

liquidity risk deriving from a possible lack of financial resources required to meet short-term commitments.

This section describes the policies and principles used by Snam to manage and control risks deriving from financial instruments
(interest rate risk, credit risk and liquidity risk). The nature and scale of these risks are also described, in accordance with
disclosure rules pursuant to [FRS 7.

Information on other risks affecting the company’s business (natural gas price risk, operational risk and segment-specific risks)
can be found in the “Elements of risk and uncertainty” section of the Directors’ Report.

MARKET RISK
Interest rate risk

Fluctuations in interest rates affect the market value of a company’s financial assets and liabilities as well as its net financial
expense.
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The interest rates of some of the Snam’s loans are indexed to benchmark rates, namely the Euro Interbank Offered Rate
(Euribor). Interest rate risk is hedged by limiting the risk associated with interest rate volatility, in accordance with the financial
structure objectives established in the company’s business plans. To this end, Snam uses derivative financial instruments,
namely interest rate swaps (IRSs) to control the balance between fixed- and floating-rate debt. Hedging operations are
qualified pursuant to IAS 39 “Cash Flow Hedge". Snam holds no derivative contracts for trading purposes and no interest rate
derivatives for speculative purposes®.

The table below shows the breakdown of gross financial debt by fixed- and floating-rate debt, including the effects of hedging.

31.12.2010 31.12.2011
(€ million) Amount % Amount %
At fixed rate 8,206 79 8,612 77
At floating rate 2,144 21 2,587 23
10,350 100 11,199 100

Exposure to interest rate risk at 31 December 2011 was around 23% of the group’s total exposure (21% at 31 December
2010). The hedging activities conducted during the year enabled Snam to achieve the financial structure objectives established
in the company’s business plans.

The effects on shareholders’ equity and profit at 31 December 2011, compared with the situation a year earlier, are shown
below, assuming a hypothetical change of +/-10% in interest rates applied over the course of 2011.

Profit for the period Shareholders’ equity
2010 31.12.2010
(€ million) +10% -10% +10% -10%
Floating-rate loans
Effect of interest rate change (1) 1
Floating-rate loans converted by IRSs into fixed-rate loans
Effect of interest rate change on the fair value of hedging derivatives
pursuant to IAS 39 - effective share 38 (42)
Effect on pre-tax profit (1) 1 38 (42)
Tax effect (10) 12
(1) 1 28 (30)
Profit for the period Shareholders’ equity
2011 31.12.2011
(€ million) +10% -10% +10% -10%
Floating-rate loans
Effect of interest rate change (4) 4
Floating-rate loans converted by IRSs into fixed-rate loans
Effect of interest rate change on the fair value of hedging derivatives
pursuant to IAS 39 - effective share 20 (27)
Effect on pre-tax profit (4) 4 20 (27)
Tax effect 2 (2) (7) 10
(2) 2 13 (17)

32 More information on the derivative contracts can be found in Note 21 "Other current liabilities”.
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Snam is funded entirely through its ultimate parent, Eni S.p.A.. Should Eni S.p.A. sell its controlling stake in Snam, there is no
guarantee that the latter would be able to obtain loans and financing from other sources under the same conditions as those

currently in force.

CREDIT RISK

Credit risk is the company'’s exposure to potential losses arising from counterparties failing to fulfil their obligations. Default
or delayed payment may have a negative impact on the financial balance and results of Snam.

Snam's exposure to credit risk is associated with the natural gas transportation, regasification, distribution and storage services
provided by its companies. More specifically, Snam provides business services to a small number of operators in the gas sector,
the largest of which by revenue is Eni S.p.A.. The rules for client access to the services offered are established by the Electricity
and Gas Authority and set out in the Network Codes. For each type of service, these documents explain the rules regulating
the rights and obligations of the parties involved in providing said services and have contractual conditions which minimise
the risk of non-compliance by the clients. In particular, the Codes provide for guarantees to partly cover obligations where the
client does not possess a credit rating issued by one of the leading international agencies.

Snam's maximum exposure to credit risk at 31 December 2011 is the book value of the financial assets on its balance sheet.

An analysis of overdue and non-impaired receivables is shown below:

31.12.2010 31.12.2011
Trade Other Trade Other

(€ million) receivables  receivables Total receivables receivables Total
Non-overdue and non-impaired receivables 685 128 813 784 136 920
Impaired receivables net of provisions 23 16 39 63 10 73
Overdue and non-impaired receivables:
- 0-3 months overdue 31 3 34 135 2 137
- 3-6 months overdue 11 2 13 195 1 196
- 6-12 months overdue 13 1 14 180 1 181
- more than 12 months overdue 14 15 29 44 5 49
Total overdue and non-impaired receivables 69 21 90 554 9 563

777 165 942 1,401 155 1,556

Overdue and non-impaired receivables totalled €563 million (€90 million at 31 December 2010). The receivables include
€461 million relating to the use of strategic gas withdrawn and not replenished by users under the terms of the Storage Code.
When these receivables are collected, they will be paid to the Electricity Equalisation Fund in accordance with the regulations
in force. There is no credit risk in this instance because current regulations stipulate a neutral position for the storage company
in terms of the effects arising from the use of strategic gas®.

There are no significant credit risks. It should be noted that, at 31 December 2011, around 47% of trade receivables (76% at 31
December 2010) were with extremely reliable clients, including the ultimate parent Eni S.p.A., which represents 29% of total
trade receivables (48% at 31 December 2010).

33 More information can be found in Annex A, Article 10, paragraph 5 of Electricity and Gas Authority Resolution ARG/gas 119/10.
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LIQUIDITY RISK

Liquidity risk is the risk that new financial resources may not be available (funding liquidity risk) or the company may be unable
to convert assets into cash on the market (asset liquidity risk), meaning that it cannot meet its payment commitments. This
may affect profit or loss should the company be obliged to incur extra costs to meet its commitments or, in extreme cases,
lead to insolvency and threaten the company’s future as a going concern. Snam’s objective is to have a financial structure (in
terms of leverage ratio and ratio of medium-to-long-term debt to total debt), which ensures an adequate level of liquidity for
the group, minimising the related opportunity cost and maintaining a balance in terms of the duration and composition of its
debt in line with business objectives.

Snam is currently financed entirely by its ultimate parent, Eni S.p.A..

Decree Law No. 1 of 20 January 2012 was published on the Gazzetta Ufficiale of 24 January 2012, authorising “Urgent
arrangements for competition, development of infrastructures and competitiveness”. Specifically, Article 15 “Arrangements on
the subject of ownership unbundling” established that the Prime-Ministerial Decree pursuant to Article 1, paragraph 905 of Law
No. 296 of 27 December 2006 relating to the implementation of ownership unbundling between Eni and Snam, will be issued
within six months of the above-mentioned Decree Law coming into force.

In the case of a change of control at Snam by Eni S.p.A., existing agreements between the companies give Eni S.p.A. the right
to extinguish the credit lines granted early. At present, Snam believes that cash flows from operations and its current financial
and capital structure can reasonably allow access to a wide range of financing from the capital market and banks. However,
there are no guarantees that Snam would be capable of obtaining loans and financing from other sources under the same

conditions as current ones.
Future payments for financial liabilities, trade and other payables
The table below shows the amounts of payments contractually owed for financial payables, including interest payments and

the timing of expenditure related to trade and other payables.

Year of maturity

(€ million) 2012 2013 2014 2015 2016 Over 2016 Total

Financial liabilities

Long-term financial liabilities 1,585 1,150 1,510 1,220 1,020 1,900 8,385
Short-term financial liabilities 2,787 2,787
Derivative liabilities/(assets) 40 85 54 36 10 5 230
Interest on financial debt 245 160 155 141 91 152 944

4,657 1,395 1,719 1,397 1,121 2,057 12,346

Trade and other payables

Trade payables 556 556
Other payables and advances 749 749
1,305 1,305
5,962 1,395 1,719 1,397 1,121 2,057 13,651

Other information on financial instruments
In relation to the categories mentioned in IAS 39, Snam has no financial assets held to maturity, available for sale or held for
trading. With the exception of hedging derivatives, therefore, financial assets and liabilities all come under the category of

financial instruments measured at amortised cost.
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The book value of financial instruments and the relative effects on results and the balance sheet can be seen below:

Income (expense)

Book value Income statement Shareholders’ equity (*)
(€ million) 2010 2011 2010 2011 2010 2011
Financial instruments measured at fair value
Net liabilities for hedging derivatives (**) (68) (263) (102) (69) 3 (121)
Receivables, payables and other assets/liabilities measured
at amortised cost
Trade and other receivables (***) 929 1,486 (6) (4)
Financial receivables 2 2
Trade and other payables (**) (1,238) (1,305)
Financial payables (**) (10,350)  (11,199) (151) (225)

(*) Net of tax effect.
(**) The effects on the income statement are recorded under “Financial income/(expense)”.
(***) The effects on the income statement are recorded under “Purchases, services and other costs” and “Financial income/(expense)”.

Below is a comparison between the book value of long-term financial liabilities and their respective fair value. This information
is not reported for other financial assets/liabilities because the book value is almost equivalent to the fair value.

31 December 2010 31 December 2011
(€ million) Book value Market value Book value Market value
Financial liabilities 8,506 8,646 8,412 8,589

The market value was determined on the basis of the current value of future cash flows, using discount rates between 1.0%
and 1.9% (0.8% and 2.9% at 31 December 2010). This information is not reported for other financial assets/liabilities because

the book value is almost equivalent to the market value.

Market value of financial instruments

Below is the classification of financial assets and liabilities measured at fair value on the balance sheet in accordance with the

fair value hierarchy defined on the basis of the significance of the inputs used in the measurement process. More specifically, in

accordance with the characteristics of the inputs used for measurement, the fair value hierarchy comprises the following levels:

a) level 1: prices quoted (and not amended) on active markets for the same financial assets or liabilities;

b) level 2: measurements made on the basis of inputs differing from the quoted prices referred to in the previous point, which,
for the assets/liabilities submitted for measurement, are directly (prices) or indirectly (price derivatives) observable;

c) level 3:inputs not based on observable market data.

With regard to the above, the classification of the financial assets and liabilities measured at fair value on the balance sheet

according to the fair value hierarchy concerned derivative financial instruments at 31 December 2011 classified at level 2 and

entered under “Other current liabilities” (€75 million) and “Other non-current liabilities” (€188 million).
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Litigation

Snam is involved in civil, administrative and criminal cases and legal actions related to its normal business activities. According
to the information currently available and considering the existing risks, Snam believes that these proceedings and actions will
not have material adverse effects on its consolidated financial statements. The following is a summary of the most significant
cases; unless indicated otherwise, no allocation has been made for the litigation described below because the company believes
it improbable that these proceedings will have an unfavourable outcome or because the amount of the allocation cannot be
reliably estimated.

Criminal cases

Italgas S.p.A. — Judiciary investigations into gas metering

In May 2007 Italgas received notice of a local search and seizure proceeding within the framework of Case No. 11183/06 RGNR
brought by the public prosecutor of the Milan district court. The document was also served upon the Chairman of the company.
The charge alleged unlawful conduct starting in 2003 relating to the use of gas metering equipment, the payment of excise
duties, the billing of customers and relations with the supervisory authority.

Among other things, the charges relate to offences established in Legislative Decree No. 231 of 8 June 20071, which provides
for administrative liability of a company for crimes committed by its employees in the interest or to the advantage of the
company itself.

In December 2010 a notice of conclusion of preliminary investigations was received relating only to the specific matter
of using Venturi-type metering equipment installed in various Milan municipalities, at the connection stations between the
national natural gas transportation networks and the local natural gas distribution networks. It should be noted that the public
prosecutor of Milan presented (under the scope of case No. 11183/06) a Request for Dismissal.

At the same time it was learnt that the Milan public prosecutor transferred the jurisdiction of the prosecution relating to the
metering systems installed in the province of Monza (alleged violation pursuant to Article 472 of the Italian Criminal Code) to
the Monza public prosecutor. Lastly, the Judge for the preliminary investigations at the Court of Monza extended the term for
the preliminary investigations (criminal case No. 14477/10 RGNR).

The company is cooperating with the appropriate authorities in this investigation.

Snam Rete Gas S.p.A. — Judiciary investigations into gas metering

The public prosecutor at the Milan district court has commenced a criminal case on the issue of gas metering and the legitimacy
and reliability of what are referred to as the Venturi meters. This has involved several companies in the gas sector.

Snam Rete Gas and some of its managers are also involved in the case and the Mazara del Vallo metering system has been
placed under precautionary seizure; the company is under investigation pursuant to Articles 24 and 25-ter of Legislative Decree
No. 231/2001.

In November 2009, notice of conclusion of preliminary investigations was received, within the context of the aforementioned
broader criminal case relating to the gas metering system, concerning a matter pertaining particularly to tax issues deemed of
a criminal nature.

Some managers and department heads (including some no longer employed by the company) are under investigation with
regard to various matters.

The period under investigation is a time span that, in total, covers the years from 2003 to 2007, relating primarily to annual
natural gas consumption reports and to assessment and/or payment of excise duties on natural gas, as well as to possible
obstruction of supervisory duties.

On 31 May 2011 the public prosecutor at the Milan district court put forward a request for dismissal pursuant to Article 425
of the Italian Code of Criminal Procedure in relation to indictment No. 6 of the request to trial.

The act refers specifically to disputed offences under Articles 472 and 110 of the Italian Criminal Code with regard to certain
Snam managers and subject of the Request for Dismissal relating to the CEO.
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On 5 October 2011 the public prosecutor of Milan presented a further request to the judge at the preliminary hearing not to
proceed, with regard to the CEO, with reference to the disputed violation of the provisions in Article 2638, paragraph 2 of the
Italian Civil Code, restricted to the failed notification of the AEEG (Electricity and Gas Authority) as per Resolution 137/02,
Article 7, paragraph 4, letter b.

At the outcome of the preliminary hearing held on 24 January 2012, the preliminary hearing judge (G.U.P.) did not find the
existence of facts to support the case and acquitted all the Snam S.p.A. and Snam Rete Gas S.p.A. (or former Snam Rete Gas
S.p.A.) employees/managers with regard to all counts which were the subject of this dispute.

The assistant public prosecutor has filed for an appeal before the Court of Cassation at the Milan district court. The appeal
relates to only some of the acquitted defendants.

Civil and administrative litigation

Snam Rete Gas S.p.A. — Dispute concerning Impresa Unione S.p.A., in liquidation

By sentence numbers 20153/11 and 20154/11 handed down on 3 October 2011, the Supreme Court of Cassation, ruling on two
appeals submitted in 2006 by Impresa Unione S.p.A., in liquidation, concerning the execution of works relating to the project to
upgrade the “Algerian” pipeline, against Eni S.p.A. and Snam Rete Gas S.p.A. (RG numbers 18592/06 RG and 18593/06), upheld
the first grounds for these appeals and declared inadmissible the previous appeal submitted by Snam Rete Gas.

The Court of Cassation thereby overturned, without adjournment, Milan Appeal Court sentence numbers 1032/05 and 1033/05,
thus making absolute the sentences of the court of first instance which ordered Snam S.p.A. (subsequently incorporated into
Eni S.p.A.) to pay L14.8 billion and L16.4 billion respectively, plus costs, to Impresa Unione.

Following the judgment by the Court of Cassation, Snam Rete Gas S.p.A. made a payment of €19.6 million within the limits
of the amounts allocated to the provision for risks and charges at the time of the transfer, suitably adjusted.

Snam Rete Gas S.p.A. — Recovery of amounts for improper withdrawals of gas

Eni S.p.A. has involved Snam Rete Gas S.p.A. in civil proceedings against end customers for the recovery of amounts for
improper withdrawals of gas by said end customers, asserting that they did not behave in compliance with the role attributed
to them by the Network Code.

Eni S.p.A. also challenged Resolution 268/05 of the Electricity and Gas Authority, which introduced into the provisions of the
Snam Rete Gas Network Code the mandatory presence of a representative of the end customer in order to be able to carry
out the so-called “"dumping” of pipes at the redelivery points under safe conditions. With a ruling on 1 December 2011, the
Lombardy Regional Administrative Court upheld the appeal and annulled the part of said Resolution that imposed the above-
mentioned obligation. In accordance with the procedure for amending the Network Code, Snam Rete Gas has drafted the
resulting changes to the Code. These must be submitted to the Electricity and Gas Authority for approval.

Snam Rete Gas believes that it has always acted correctly and in full compliance with the terms of the transportation agreement,
the Network Code, related application procedures and, in general, the legal and technical rules of conduct. Having consulted an
independent legal expert, who claims that the compensation claim is unlikely to be upheld, Snam Rete Gas remains convinced
that any criticism of its conduct is unfounded.

Competition Authority

Italgas S.p.A. — Investigation of the gas distribution sector in Italy

The Competition Authority, in its session of 13 October 2010, started an investigation to determine whether Italgas had
abused its dominant position, obstructing the Municipalities of Rome and Todi in preparing their calls for tenders for the
contracting of gas distribution services.

The decision was taken in light of indications sent to the regulator by two local entities accusing the company, as gas distribution
service concessionaire, of having delayed or refused to give the necessary information to the authorities to prepare calls for
tenders for contracting the service.
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Italgas contested the Competition Authority’s charges, justifying its behaviour, both with regard to the delay or the refusal to
send certain data and information, and with reference to the existence of a plan to shut out its competitors.

Through measures taken on 14 December 2011, the Competition Authority imposed a penalty on Italgas of approximately €5
million, for having conducted supposedly abusive practices in the context of tenders for the allocation of the gas distribution
services held by the Municipality of Rome and the Municipality of Todi.

Within the time limits prescribed by law, the Company will pay the penalty and will appeal to the administrative courts against
the Competition Authority's penalty.

Electricity and Gas Authority

Snam Rete Gas S.p.A. — Investigation into violations on the subject of natural gas metering with regard to Snam Rete Gas S.p.A
and request for information

Through Resolution VIS 97/11, notified on 15 November 2011, the Electricity and Gas Authority, following a report from a
natural gas distribution company, started proceedings to look into whether there were any violations with regard to natural
gas metering, relating to alleged irregularities in gas metering with reference to 45 systems owned by the distributor.

On 14 December 2011, Snam Rete Gas sent the required documents to the Authority. The time limit for the investigation is
180 days from the notification date.

Snam Rete Gas S.p.A. - Investigation into violation of the regulation on availability of natural gas higher heating value
measurements

As a result of the formal investigation initiated by Resolution VIS 85/09, the Electricity and Gas Authority, by Resolution VIS
12/11, issued a fine of €580,000 against Snam Rete Gas for violating the rules imposed on gas transportation companies with
respect to the proper measurement and use of natural gas higher heating values (hereinafter HHV). That parameter is needed
to determine the actual energy provided to operators on the market or individual sellers.

Specifically, the Authority saw fit to penalise temporary interruption, in limited cases, of the mechanical and chemical reading
of the HHV, even though Snam had replaced readings with manual samplings. The Authority also found that the violation
did not involve any billing infraction and, when determining the amount of the fine, it took into consideration the corrective
actions taken by Snam in order to improve the measurement service and to avoid similar negative reflections on its operations
in the future.

In conjunction with payment of the fine, subject to an appeal, Snam has urged the competent court to review the measure in
protection of its corporate interests.

A date is yet to be set for a merit hearing before the Lombardy Regional Administrative Court.

Italgas S.p.A. - Investigation into breaches with regard to information flows relating to gas metering data

With Resolution VIS 73/11 published on 18 July 2011 and notified to Italgas on 16 September 2011, the Italian Electricity
and Gas Authority commenced proceedings against three distribution companies, including Italgas, to investigate an alleged
breach of provisions on information flows caused by attempts to collect metering data in the sellers’ favour, impose the
relevant fines and adopt the necessary prescriptive actions.

The time limit for the investigation is 180 days from the notification date.

Italgas S.p.A. — Investigation into gas distribution service quality violations

On 18 September 2009, the Electricity and Gas Authority, by Resolution VIS 92/09, started a formal investigation for the
issuance of an administrative fine for violations of gas distribution service quality.

With respect to these proceedings, it is necessary to note that: (i) they derived from a report by the Electricity and Gas
Authority on absolution of the obligation, imposed on distributors which operate cast-iron pipe networks with fittings of
hemp and lead (not yet reconditioned), to replace, recondition or decommission them by 31 December 2008, to a minimum
extent of 30%; and (ii) this investigation had the purpose of determining whether there was violation of Article 2, paragraph
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1 and Article 11, paragraph 7 of the Authority’s consolidated act of measures on the quality of gas distribution, metering
and sale services (Resolution 168/2004) and of issuing an administrative fine under Article 2, paragraph 20, letter c) of Law
No. 481/95.

The investigation found that Italgas had complied with its replacement obligation across lItaly, but that the company was
responsible for failing to comply with said obligation in relation only to the distribution network in Venice. An administrative
fine of €51,000 was handed down.

Italgas believes it was justified in not complying with the obligation in relation to the Venice network. It has made provision
for payment of the fine subject to an appeal, which was submitted promptly to the Lombardy Regional Administrative Court.
A date is yet to be set for the merit hearing.

Tax dispute

GNL Italia S.p.A. — Local property tax (ICl)

Following the change in classification and the reassessment of real estate income performed by the La Spezia territorial agency,

with reference to the Panigaglia property complex, the Municipality of Porto Venere has challenged higher ICI sums owing for

the years 2001 to 2009.

The relevant assessments, also relating to fines for each year — for which provision has been made in the amount of the higher

tax figures disputed — and interest, are the subject of as many disputes pending before the Tax Commissions of first or second

instance, in accordance with fiscal periods.

In order to avoid prolonging these disputes and an uncertain outcome for both parties, an agreement was signed on 25

January 2012 for the definition of the disputes pending, preceded by an irrevocable offer to settle the dispute formalised by

the company on 30 December 2011 and by the authorisation resolution of the Municipal Council of 12 January 2012, which

provides for:

- recognition by GNL Italia S.p.A. of the correctness of the conduct of the territorial agency with regard to the classification of
the property complex at the centre of the dispute in category D and the fairness of the revenue determined by said agency;

- GNL Italia S.p.A. dropping its actions against the territorial agency and the Municipality of Porto Venere;

- the Municipality of Porto Venere cancelling the tax assessments relating to 2001-2004 and adjusting the assessments
relating to the subsequent years;

- the company paying the outstanding balance of tax payables plus interest for 2005, 2006 and 2007, and a fine solely for
2005;

- the voiding of any outstanding ICl payable from GNL Italia S.p.A. to the Municipality of Porto Venere for the years 2007,
2008, 2009, 2010 and 2011, in consideration of payments already made by the company, following notification of tax
injunctions for 2007, 2008 and 2009 and payments made relating to 2010 and 2011.

Based on the contents of the irrevocable offer formulated for the Municipality of Porto Venere, the company, at 31 December
2011, used the risk provision already made on the balance sheet.

Environmental regulations

The risks related to the impact of the activities of Snam on the environment, on health and on safety are described in the
“Operational risk” section of the Directors’ Report. In particular, with respect to environmental risk, while Snam believes
that it operates in substantial compliance with the laws and regulations and considering the adjustments to environmental
regulations and actions already taken, it cannot be ruled out that Snam may incur costs or liabilities, which could even be
significant.

It is difficult to foresee the repercussions of any environmental damage, partially due to new laws or regulations that may be
introduced for environmental protection, the impact of any new technologies for environmental clean-ups, possible litigation
and difficulty in determining the possible consequences, also with respect to other parties’ liability and any possible insurance
compensation.
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Other commitments and risks
The other unevaluated commitments and risks are:

Commitments arising from the contract for the acquisition of Italgas and Stogit from Eni

Acquisition of Italgas

The price determined for the acquisition of Italgas and Stogit is subject to adjustment mechanisms based on commitments
made when the transaction was completed which were also intended to apply after the date of execution.

The Italgas acquisition price may be adjusted in order to pay: (i) Eni part of the profits from selling properties owned by Italgas
that are no longer part of operations; and (ii) Snam the amount arising from any compensation claims relating to the provision
for environmental risks.

Acquisition of Stogit

The Stogit acquisition price may be adjusted to take into account the different amount that might be recognised by the
Electricity and Gas Authority for the tariff period 1 April 2014 - 31 March 2018 relating to the volumes of natural gas owned
by Stogit on the share transfer date and which are part of RAB assets.

The purchase agreement also provides for hedging mechanisms aimed at ensuring Eni keeps the risks/benefits that may arise
from any sale of storage capacity which is no longer regulated and which may become freely available following negotiations,
or from the sale of concessions held by Stogit when the share transfer took place which may be mainly dedicated to storage
activities that are no longer regulated.

Developments over the course of 2011 are reported below.

Italgas

As settlement of asset adjustments in its favour, Snam Rete Gas S.p.A. paid its ultimate parent Eni S.p.A. €86 million, the net

balance between:

- €145 million in favour of Eni for the difference between the provisional estimated aggregate value of the RAB (regulated
asset base) of Italgas and some of its subsidiaries and associates and the aggregate RAB value defined by the Electricity and
Gas Authority;

- €59 million in favour of Snam relating mainly to estimated liabilities on events pre-dating the signing of the contract.

Stogit
Snam Rete Gas S.p.A. paid Eni S.p.A. €3 million as its share of the capital gain on the sale of natural gas no longer needed for
the functioning of the storage system.

Metropolitan area of Rome and the “Romana Gas” business unit

Following the sale by French company Suez S.A. (now GdF Suez S.A. after a merger) of its Belgian subsidiary Distrigaz, the
ultimate parent Eni, on the basis of preliminary agreements with Italgas, agreed to sell to Suez, together with other gas and
electricity assets, the distribution business of Italgas in the metropolitan area of Rome.

The subject of the sale was the business unit responsible for distributing gas to the municipalities of Rome, Fiumicino, Ciampino,
Marino, Grottaferrata, Rocca di Papa and Frascati, including the distribution networks (around 5,300 km in length) and relevant
plants, around 1.3 million delivery points (approximately 28% of users served) and some 800 staff.

The contract provided for completion of the transaction through the transfer by Italgas of said business unit into Rete Gas
Roma S.r.l. (an ad hoc company set up on 26 November 2008 and wholly owned by Italgas) and for the transaction to be
suspended pending approval from the Municipality of Rome on the transfer of the concession by 30 June 2009, with the buyer
able to extend this deadline to 31 August 2009.
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By executive order No. 1231 of 25 June 2009, the Municipality of Rome gave its approval to the transfer of the concession
agreement for the distribution of gas in the municipality to the above-mentioned Rete Gas Roma, recognising the will of
Italgas to sell the entire share capital of Rete Gas Roma to GdF Suez.

By communication of 6 July 2009, the Mayor of Rome then specified that said executive order was the only act able to
legitimately and effectively express the approval of the municipal authorities to the transfer, and that said transfer shall be
notified to the Municipal Council.

However, on 13 July 2009, GdF Suez informed ltalgas that it did not consider the conditions for the transfer of the gas
distribution business in the metropolitan area of Rome to be satisfied within the agreed timeframe, and that it would therefore
not complete the acquisition pursuant to the contract signed by the two parties on 30 October 2008.

Following extensive and detailed negotiations with GdF Suez, on 13 December 2011 Eni announced it had signed a settlement
agreement with GdF Suez, in which the latter agreed to pay Eni €40 million to suppress any claim and/or damage that may
arise from the previous agreements, including the above-mentioned contract to which Italgas was party. In relation to this, and
to Italgas’ involvement in said agreements, Eni paid Italgas €10 million to fully cover any claim.

Other commitments

Other commitments include the commitment deriving from an option for the banks (the lending banks) to sell to Italgas
and Iren (the grantors) the loans awarded by said banks to associate company AES Torino S.p.A.. The put option of the
lending banks, separately and each limited to its own share of the loan, is subordinate to AES S.p.A. losing the gas distribution
concession in the municipality of Turin, which expires in 2012. If the option is exercised, the grantors must pay the total
nominal loan amount of €250 million, plus interests and auxiliary expenses. At present, it is not thought likely that said option
will be exercised.

Emissions trading

Legislative Decree No. 216 of 4 April 2006 transposed Emissions Trading Directive 2003/87/EC on greenhouse gas emission
and Directive 2004/101/EC on the use of carbon credits arising from projects in respect of the Kyoto Protocol’s flexible
mechanisms. In relation to the EU Emissions Trading System, which has been in force since 1 January 2005, on 27 November
2008 the national committee on emissions trading issued Resolution 20/2008 on allocating emission permits for the 2008-
2012 period to existing plants. Snam was allocated emission permits equivalent to around 4.4 million tonnes of carbon dioxide
(approximately 0.88 million tonnes per year from 2008 to 2012), in addition to permits for around 0.6 million tonnes for plants
entering into service between 2008 and 2012. Quotas relating to these new plants include only those physically allocated and
recorded in the emissions register.

In 2011, the carbon dioxide emissions from Snam facilities were, overall, lower than the emission permits allocated. Some
0.6 million tonnes of carbon dioxide was emitted into the atmosphere, whereas about 1 million tonnes had been allocated in
emission permits, including permits for new plants. This meant a surplus of 0.4 million tonnes.

29) Revenue
The key items comprising revenue are described below. The reasons for the most significant changes are given in the “Financial
review and other information” section of the Directors’ report.

(€ million) 2010 2011
Core business revenue 3,475 3,539
Other revenue and income 33 66

3,508 3,605
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Core business revenue (€3,539 million) is reported net of the following items:

(€ million) 2010 2011

Additional fees for the distribution service 207 208

Additional fees for the transportation service:

- GST and RET fees referred to in Resolutions ARG/com 93/10 and ARG/gas 177/10 (*) 245

- Variable interruptibility fee as per Resolution 277/07 23 35

- Regional network capacity fee per Resolution 45/07 -

Equalisation 2 2

232 490

(*)  Electricity and Gas Authority Resolutions 93/10 and 177/10 introduce, with effect from 1 January 2011, the additional tariff components GST and RET, intended to finance, respectively, the
“Account to offset subsidised tariffs for disadvantaged gas customers” (GS Account) and the “Fund for calculating and implementing energy savings and developing renewable sources in the
natural gas sector” (RE Account). Amounts received from Snam are paid in full to the Electricity Equalisation Fund.

Core business revenue includes revenue from the construction and upgrading of natural gas distribution infrastructure linked
to concession agreements (€360 million; €349 million at 31 December 2010).

Core business revenue is analysed by business segment in Note 35, “Segment information”. Snam generates all of its revenue
in Italy.

Other revenue and income

Other revenue and income (€66 million) break down as follows:

(€ million) 2010 2011
Capital gains from disposals of property, plant and equipment and intangible assets 4 17
Income from property investments 6 5
Plant safety inspection fee 4 3
Insurance compensation 2 3
Contractual penalties and other income relating to commercial contracts B8 1
Revenues from the sale of energy efficiency certificates (*) 2 1
Other income 12 36

33 66

(*) Revenue from the sale of energy efficiency certificates is shown net of the acquisition costs of the certificates.

Capital gains from the disposal of property, plant and equipment and intangible assets of €17 million relate to the transfer of
plants to local councils awarding the contract for the natural gas distribution service.

Other income (€36 million) relates essentially to: (i) the payment by Eni to Italgas of a €10 million share of the compensation
received from Gaz De France Suez (GDF Suez) following the settlement of disputes over contracts signed in 2008, concerning,
inter alia, the transfer to GDF Suez of the natural gas distribution business in the City of Rome and in certain adjacent districts,
held by Italgas S.p.A.3% (i) income paid by the Electricity and Gas Authority linked with the achievement of quality standards
in the performance of gas distribution services (€6 million).

34 For further information, see Note 28 “Guarantees, commitments and risks”.
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Revenues from regulated and non-regulated activities
The analysis of revenues from regulated activities (€3,522 million) and non-regulated activities (€83 million) is reported

below:

(€ million) 2010 2011
Natural gas transportation 1,873 1,870
Liquefied Natural Gas (LNG) regasification 24 23
Natural gas distribution (*) 1,219 1,291
Natural gas storage 326 338
Revenue from regulated activities 3,442 3,522
Revenue from non-regulated activities 66 83

3,508 3,605

(*)  Including revenues from the construction and upgrading of natural gas distribution infrastructure.
Revenue from regulated activities

Natural gas transportation

Revenue from regulated activities (€1,870 million) mainly relates to fees for transportation activities and essentially concerns
Eni S.p.A. (€862 million) and Enel Trade S.p.A. (€275 million).

Revenue includes the chargeback to users of the costs of connecting the company’s network to that of other operators (€47
million)®*.

During the course of 2011, Snam provided transportation services to 90 companies (82 companies in 2010).

Natural gas distribution

Revenue from regulated activities (€1,291 million) relates essentially to: (i) fees for natural gas distribution services (€903
million) and mainly concerns Eni S.p.A. (€695 million) and Enel Energia S.p.A. (€47 million); (ii) revenue deriving from the
construction and upgrading of distribution infrastructures (€360 million), recognised in application of international accounting
standard IFRIC 12; and (jii) technical services relating to the gas distribution service (€18 million).

During the course of 2011, Snam used its networks to distribute the gas of 194 commercial companies (169 companies at 31
December 2010).

Natural gas storage

Revenue from regulated activities (€338 million) mainly relates to fees for modulation (€269 million) and strategic (€65
million) storage, and mainly concerns Eni S.p.A. (€88 million) and Enel Trade S.p.A. (€48 million).

During the course of 2011, Snam provided natural gas storage services to 104 companies (60 companies at 31 December
2010).

Liquefied Natural Gas (LNG) regasification
Revenue from regulated activities (€23 million) relates to fees for liquefied natural gas (LNG) regasification, carried out at the
Panigaglia (SP) LNG terminal, and mainly concerns Enel Trade S.p.A. (€15 million) and Eni S.p.A. (€4 million).

35  Where the provision of the transportation service involves the networks of multiple operators, Resolution 166/05 of the Electricity and Gas Authority,
as subsequently amended, allows the principal operator to invoice users for the service, transferring to other network operators the portion attributable
to them.

Snam Annual Report 2011



Snam Annual Report 2011 / Notes to the consolidated financial statements

Revenue from non-regulated activities

Revenue from non-regulated activities (€83 million) mainly concerns: (i) technical services (€26 million) chiefly relating

to the natural gas distribution business segment; (ii) capital gains from the disposal of property, plant and equipment and

intangible assets (€17 million); (iii) income from the settlement of contractual disputes (€10 million); (iv) the leasing of fibre-

optic telecommunications cables (€10 million) from a telecommunications operator, maintenance of which is also Snam'’s

responsibility; and (v) income from property investments (€5 million).

30) Operating costs

The key items under operating costs are described below. The reasons for the most significant changes are given in the

“Financial review and other information” section of the Directors’ report.

(€ million) 2010 2011
Purchases, services and other costs 623 659
Personnel expense 345 334

968 993

Operating costs include the costs arising from the construction and upgrading of the natural gas distribution infrastructure

linked to concession agreements (€360 million; €349 million in 2010), of which €70 million relates to the costs of raw

materials, consumables and supplies, €192 million to service costs and €93 million to personnel expense.

Purchases, services and other costs

Purchases, services and other costs (€659 million) break down as follows:

(€ million) 2010 2011

Costs incurred for raw materials, consumables, supplies and goods 156 222

Costs for services 482 473

Costs for the use of third-party assets 54 52

Change in raw materials, consumables, supplies and goods 30 (44)

Net accrual to provisions for risks and charges 6 27

Other operating expenses 42 71
770 801

Less:

Raw materials, consumables, supplies and goods:

Increase on internal work - purchases (120) (106)

(120) (106)

Services:

Increase on internal work - services (27) (36)
(27) (36)
623 659
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Costs for services amount to €437 million and comprise the following:

(€ million) 2010 2011
Construction, planning and coordination of work 183 175
Purchase of transportation capacity (interconnection) 46 47
Technical, legal, administrative and professional services 42 45
Maintenance 46 42
IT (information technology) services 32 37
Personnel-related services 27 28
Utilities 21 21
Telecommunications services 17 21
Insurance 17 16
Other services 51 41
482 473
Less:
Increase on internal work capitalised in non-current assets - services (27) (36)
(27) (36)
455 437

Development costs which do not satisfy the conditions for recognition under assets in the balance sheet amount to less than
€1 million.
Costs for the use of third-party assets (€52 million) break down as follows:

(€ million) 2010 2011
Fees, patents and licences 38 40
Leases and rentals 16 12

54 52

Fees, patents and licences (€40 million) mainly concern fees for the operation of natural gas distribution concessions and
easement concessions relating to the transportation activity.

Leases and rentals (€12 million) mainly relate to charges for operating leases of office buildings and occupancy of public land.
Future minimum payments due for non-cancellable operating leases break down as follows:

(€ million) 2010 2011
Payable in

1 year 1 2
from 2 to 5 years 2 5

more than 5 years

The positive change in raw materials, consumables, supplies and goods (€44 million) is mainly due to: (i) the gas used for the
provision of the natural gas transportation service (€21 million); and (ii) the increase in materials inventory (€29 million)
mainly relating to spare parts for the natural gas transportation network.
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The net accrual to provisions for risks and charges (€27 million, net of surplus utilisation) concerns the provision for risks and
charges for litigation (€17 million) and the provision for environmental charges (€10 million). Information on provisions for
risks and charges can be found in Note 23 “Provisions for risks and charges”.

Other operating expenses (€71 million) break down as follows:

(€ million) 2010 2011
Capital losses on the cancellation of property, plant and equipment and intangible assets 12 27
Indirect taxes and duties 11 14
Accrual to the provision for impairment losses on receivables 6 4
Methane gas consumption tax 4 2
Other expenses 9 24

42 71

Other expenses (€24 million) mainly concern charges arising on litigation cases concluded during the period (€21 million).

Personnel expense

The personnel expense of €334 million breaks down as follows:

(€ million) 2010 2011
Wages and salaries 266 271
Social security contributions (pensions and healthcare assistance) 83 86
Other employee benefits 9 10
Other expenses 39 20
Less:
Increase on internal work - personnel expense (52) (53)
345 334

The average number of payroll employees included in the scope of consolidation, broken down by status, is as follows:

Professional status 31.12.2010 31.12.2011
Executives 120 119
Managers 502 516
Office workers 3,279 3,227
Manual workers 2,226 2,207

6,127 6,069

The average number of employees is calculated on the basis of the monthly number of employees for each category.

36  Asummary of the key proceedings can be found in Note 28 “Guarantees, commitments and risk — Litigation”.
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Incentive plans for executives with Snam shares

At 31 December 2011 there were 3,151,851 options outstanding for the purchase of 3,151,851 Snam ordinary shares with
a nominal value of €1. The options relate to the 2004 allocation of 148,500 shares with a strike price of €3.53, the 2005
allocation of 538,000 shares with a strike price of €4.399, the 2006 allocation of 96,801 shares with a strike price of €2.905,
the 2007 allocation of 637,350 shares with a strike price of €3.545, and the 2008 allocation of 1,731,200 shares with a strike
price of €3.463. No new stock option plans have been issued since 20009.

Changes in the stock option plans at 31 December 2011 are as follows:

2010 2011
Market Market
No. of Average strike price No. of Average strike price
shares price (€) (€) (a) shares price (€) (€) (a)
Options existing at 1 January 7,510,700 3.46 3.46 5,949,951 3.49 3.73
New options assigned (b)
Options exercised during the period (766,074) 3.13 361 (1,986,600) 3.28 3.98
Options expired during the period (c) (794,675) 3.54 3.47 (811,500) 3.46 3.82
Options existing at period end 5,949,951 3.49 3.73 3,151,851 3.63 3.39
of which exercisable 3,407,251 3.50 3,151,851 3.63

(@) The market price of shares relating to options assigned, exercised or expired in the year corresponds to the weighted average for the number of shares, their market value (average official
price on the Mercato Telematico Azionario in the previous month: (i) the date of the Board of Directors’ allocation resolution; (i) the date of issue into the beneficiary’s securities account
for the issue/transfer of shares; (iii) the unilateral termination date of employment for expired options; (iv) the date of expiry due to non-exercise under the terms of the Board of Directors’
allocation resolution; (v) the date on which the Board of Directors determines the TSR positioning at the end of the vesting period). The market price of shares relating to options existing at
the start and end of the period is correct at period end.

(b)  Figures relate to the new options assigned during 2009 following the modification of the 2006-2008 stock option plan, approved by the board of directors on 29 July 2009.

(c) Figures include options expired due to the TSR positioning at the end of the vesting period and options expired due to termination of employment.

The breakdown of options by year of allocation is as follows:

Existing options at

Year of assignment Options assigned Options expired Options exercised 31 December 2011

2002 608,500 (21,000) (587,500)

2003 640,500 (640,500)

2004 677,000 (30,000) (498,500) 148,500

2005 658,000 (51,000) (69,000) 538,000

2006 2,933,575 (1,061,525) (1,775,249) 96,801

2007 2,782,800 (1,043,900) (1,1701,550) 637,350

2008 2,726,000 (994,800) 1,731,200
11,026,375 (3,202,225) (4,672,299) 3,151,851

More information about the incentive plans for executives with Snam shares can be found in the “Other information” section
of the Directors’ report.

At 31 December 2011, the average residual life of the options was 0.6 years for the 2004 plan, 1.6 years for the 2005 plan, 0.6
years for the 2006 plan, 1.6 years for the 2007 plan and 2.6 years for the 2008 plan.

The unit fair value of the options allocated in 2003, 2004 and 2005 was €0.4206, €0.174 and €0.382 per share, respectively.
Following the modifications made to the 2006-2008 stock option plan, approved by the Board of Directors on 29 July 2009,
the unit fair value of the options allocated in 2006, 2007 and 2008 is €0.3973,€0.2127 and €0.2535 per share, respectively.
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The assumptions used to determine the fair value of the options are given below:

2003 2004 2005 2006 2007 2008
Risk-free interest rate (%) 3.54 4.20 3.15 2.16 2.52 2.78
Duration (years) (years) 8 8 8 6 6 6
Implicit volatility (%) 20.02 11.27 14.88 20.94 20.94 20.94
Estimated dividends (%) 4.80 5.64 4.55 5.72 5.65 5.54

Remuneration due to key management personnel

The remuneration due to persons with powers and responsibilities for the planning, management and control of the company,
i.e. executive and non-executive directors, general managers and managers with strategic responsibilities (“key management
personnel”), in office at 31 December of each financial year, amounts to €7 million (€6 million in 2010) and breaks down as

follows:

(€ million) 2010 2011
Short-term benefits (wages and salaries) 4 4
Post-employment benefits 1 1
Other long-term benefits 1 1
Employment termination pay 1

Remuneration due to Directors and Statutory auditors

The remuneration due to directors totalled €3 million for both the 2011 and 20710 financial years. The remuneration due to
statutory auditors came to €0.2 million both in 2010 and in 2011.

The remuneration includes emoluments and any other amounts relating to pay, pensions and healthcare due for the
performance of duties as a director or statutory auditor in Snam and in other companies included in the scope of consolidation,
giving rise to a cost for Snam, even if not subject to personal income tax.

Depreciation, amortisation and impairment losses
Depreciation, amortisation and impairment losses amount to €654 million and break down as follows:

(€ million) 2010 2011

Depreciation and amortisation

Property, plant and equipment 495 487
Intangible assets 173 176
668 663

Impairment losses

Intangible assets 10
10
Less:
Recovery of value (9)
678 654
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Depreciation of property, plant and equipment (€487 million) relates to natural gas transportation (€415 million), storage
(€51 million), distribution (€16 million) and regasification (€5 million) activities.

Amortisation of intangible assets (€176 million) relates to natural gas distribution (€151 million), transportation (€20
million) and storage (€5 million) activities.

Recovery of value (€9 million) relate to assets in the natural gas distribution segment, on which impairment losses were
recognised in 2010 (€10 million), due to the reduced cost of adapting plants for normal use.

A more thorough analysis of depreciation, amortisation and impairment losses can be found in Note 11 “Property, plant and
equipment” and Note 13 “Intangible assets”.

31) Financial expenses (income)

Financial expenses (income) amount to €313 million, broken down as follows:

(€ million) 2010 2011
Financial income (5) (3)
Financial expense 174 247
169 244
Derivatives 102 69
271 313

The net value of financial income and expense (€244 million) breaks down as follows:

(€ million) 2010 2011
Financial expense related to net financial debt 188 262
- Interest and other expenses from banks and other lenders 188 262

Other financial (income) expense

- Accretion discount (*) 15 12
- Other financial expense: 8 10
- Other financial income (5) (3)
18 19

Financial expense capitalised (37) (37)
169 244

(*) This item refers to the increase in provisions for risks and charges, which are reported at discounted value under non-current liabilities on the balance sheet.

Expenses associated with net financial debt (€262 million) relate to interest on loans received from the ultimate parent, Eni
Sp.AZ.

Other financial expense (income) of €19 million relates mainly to the accretion discount (€12 million) and to interest income
and expense accrued on prepayments and accruals from regulated activities.

Financial expenses capitalised (€37 million) relate to the part of financial expense absorbed by investment activities. The
interest rate used for the capitalisation of financial expenses is between 2.1% and 3.3% (between 2.6% and 3.1% in 2010).

37  The financial debt analysis can be found in Note 22 “Long-term financial liabilities and short-term portion of long-term liabilities”.
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Derivatives

Derivatives expenses (income) amount to €69 million and break down as follows:

(€ million) 2010 2011

Losses on derivative contracts:

- Interest accrued during the period 102 70

Gains on derivative contracts:

- Interest accrued during the period (1)

102 69

All derivative contracts existing at 31 December 2011 were entered into with the ultimate parent, Eni S.p.A., and relate to
interest rate swaps. Information about the characteristics of these contracts is provided in Note 21 "Other current liabilities”.
The average cost of borrowing, including the effects produced by derivative contracts, stands at 3.1% (2.9% in 2010).

32) Income from equity investments
Income from equity investments (€51 million) is analysed below.

(€ million) 2010 2011

Capital gains from measurement from equity method 47 45

Other Income from equity investments:

- Capital gains on disposal 4
- Dividends =
47 51

The analysis of capital gains from measurement by the equity method (€45 million) can be found in Note 14 “Equity
investments”.

Capital gains on disposal (€4 million) concern the disposal of 34.67% of the share capital of Acqua Campania S.p.A. held by
Italgas for a total valuable consideration of €8 million®.

38  The operation as a whole also involved the simultaneous disposal of equity investments held in Acqua Campania S.p.A. by Eni S.p.A. and Saipem S.p.A.
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33) Income taxes
Income taxes (€906 million) break down as follows:

(€ million) 2010 2011

Current taxes:

- IRES 494 660
- IRAP 122 126
616 786

Deferred and prepaid taxes:

- Deferred (74) (79)
- Prepaid (10) 11
(84) (68)
- Adjustment of deferred taxes at 31 December 2010 188
532 906

Income taxes of €906 million have increased by €374 million compared with the previous financial year, mainly due to the

increased charges arising from the application of additional corporate income tax (the “Robin Hood Tax”) to the natural gas

transportation and distribution segments (€344 million, of which €169 million is in higher current taxes and €175 million in

higher deferred taxes, essentially linked to the adjustment of deferred taxes at 31 December 2010).

Specifically, Article 7 of Decree Law No. 138 of 13 August 2011, converted into Law No. 148 of 14 September 2011, amended

Decree Law No. 112 of 25 June 2008 (converted into Law No. 133 of 6 August 2008), introducing an additional IRES (the Robin

Hood Tax) for companies operating in the fields of hydrocarbons exploration and development, oil refining, production and

sale of petrol, oil, diesel, lubricants, liquefied natural gas and liquefied petroleum gas, and the production or sale of electricity,

making provision, from the current financial year, for:

- extending the scope of the Decree to include companies operating in the fields of transmission, dispatch and distribution
of electricity and transportation and distribution of natural gas;

- for the 2011, 2012 and 2013 tax periods only, the rise in the rate of additional tax from 6.5% to 10.5%;

- changes to the ceiling above which the additional tax applies, identified, with reference to the previous financial year, as
revenue of €10 million and taxable income of €1 million, to replace the previous threshold of €25 million.

As a result of the measures in question, Snam companies operating in the natural gas transportation and distribution segments

are subject to the additional IRES at a rate of 10.5% for financial years 2011, 2012 and 2013 and 6.5% from 2014.

The impact of taxes on pre-tax profit for the period is 53.4% (32.5% in 2010) in view of the theoretical tax rate of 33% (the

same as in 2010), which is obtained by applying the statutory tax rate of 27.5% (IRES) to pre-tax profit and 3.9% (IRAP) to

the net value of production.

The analysis of the difference between the theoretical and actual tax rates is as follows:

(%) 2010 2011

Theoretical rate 33.0 33.0

Increases (decreases) in theoretical rate:

- Impact of the application of the Robin Hood Tax (Decree Law No. 138/2011, converted into Law No. 148/2011) 20.3
- Permanent differences and other factors (0.5) 0.1

(0.5) 20.4
Effective rate 325 53.4
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The effective rate for the 2011 financial year is 53.4%. The increase is mainly due to the application of the additional IRES

(Robin Hood Tax), which resulted in an increase of 20.3 percentage points (€344 million).

Permanent differences and other factors include:

- increase: (i) 0.9 percentage points (€16 million) in the different rates of regional production tax (IRAP); (iii) 0.3 percentage
points (€5 million) for the 5% tax on dividends received;

- decrease: (i) 0.7 percentage points (€12 million) in the valuation of equity investments using the equity method; (i) 0.1
percentage points (€2 million) in the effects of Article 1 of Decree Law No. 201/2011, converted by Law No. 214/2011 on
economic growth subsidies relating to the allocation to non-distributable reserves; (i) 0.1 percentage points (€2 million)
in the deduction for IRES purposes of 10% regional production tax (IRAP).

The analysis of deferred and prepaid taxes based on the nature of the most significant temporary differences is given in Note

25 “Deferred tax liabilities”, to which we refer.

34) Earnings per share

Basic earnings per share are determined by dividing net profit by the weighted average number of outstanding Snam Rete Gas
shares during the year, excluding treasury shares.

Diluted earnings per share are determined by dividing net profit by the weighted average number of outstanding shares during
the period, excluding treasury shares, increased by the number of shares which could potentially be issued following the
allocation or disposal of treasury shares held under stock option plans.

The weighted average number of outstanding shares used to calculate diluted earnings per share is 3,376,590,852 and
3,378,055,326 for 2010 and 2011, respectively.

The reconciliation of the weighted average number of outstanding shares used to determine basic and diluted earnings per
share is set out below:

2010 2011
Weighted average number of outstanding shares used to calculate basic earnings per share 3,376,205,870 3,378,041,501
Number of potential shares following stock option plans 384,982 13,825
Weighted average number of outstanding shares used to calculate diluted earnings per share 3,376,590,852 3,378,055,326
Net profit attributable to Snam (€ million) 1,106 790
Basic earnings per share (€ per share) 0.33 0.23
Diluted earnings per share (€ per share) 0.33 0.23
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35) Segment information

The business segments in which Snam operates have been identified on the basis of the criteria adopted for the preparation of
operational reporting by senior management when taking business decisions. The segments identified are as follows: (i) natural
gas transportation; (i) LNG regasification; (iii) natural gas distribution; and (iv) natural gas storage. They relate to the activities
carried out, predominantly, by Snam Rete Gas, GNL Italia, Italgas and Stogit, respectively.

5 s 3
28 = % < 3

(€ million) - & a & o & s
2010

Net core business revenue (a) 1,929 1,233 355 35 3,552
Less: inter-segment revenue (47) (2) (23) (11) (77)
Revenue from third parties 1,888 1,231 332 24 3,475
Other revenue and income 6 28 2 (3) 33
Net accrual to provisions for risks and charges (10) 15 1 6
Depreciation, amortisation and impairment losses (430) (168) (76) (4) (678)
EBIT 1,185 455 218 7 (3) 1,862
Equity method valuation effect 47 47
Directly attributable current assets (b) 621 394 142 17 1,174
Directly attributable non-current assets (b) 11,421 4,097 2,961 90 18,569
Of which:

- Equity-accounted investments 319 319
Directly attributable current liabilities 3,291 730 695 22 4,738
Directly attributable non-current liabilities 6,244 1,481 1,362 17 9,104
Capital expenditure 902 386 252 3 (3) 1,540
2011

Net core business revenue (a) 1,945 1,297 372 34 3,648
Less: inter-segment revenue (62) (1) (35) (11) (109)
Revenue from third parties 1,883 1,296 337 23 3,539
Other revenue and income 13 49 3 1 66
Net accrual to provisions for risks and charges 10 18 (1) 27
Depreciation, amortisation and impairment losses (435) (158) (56) (5) (654)
EBIT 1,137 559 255 7 1,958
Equity method valuation effect 45 45
Directly attributable current assets 754 454 602 13 1,823
Directly attributable non-current assets 11,905 4,248 3,060 89 19,302
Of which:

- Equity-accounted investments 1 318 319
Directly attributable current liabilities 3,797 984 1,098 16 5,895
Directly attributable non-current liabilities 6,390 1,293 1,469 15 9,167
Capital expenditure 892 394 296 3 1,585

(a) Before elimination of intra-segment dealings.
(b) The pseudo-working gas present in the storage fields that can no longer be supplied to users is classified under the item “Property, plant and equipment”. Consistent with this, the
corresponding value at 31 December 2010 (€294 million) was reclassified from “Current assets” to “Non-current assets”.
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Revenue is generated by applying regulated tariffs or market conditions. Revenue of the company is generated entirely in Italy;
costs are incurred almost entirely in Italy.

36) Related party transactions

Snam Rete Gas S.p.A. is a subsidiary of Eni S.p.A., which holds 52.53% of its shares.

The related party transactions conducted by Snam and by the companies included in the scope of consolidation mainly involve

the provision of services, the exchange of goods, the provision and utilisation of financial resources and the hedging of interest

rate risk with the ultimate parent Eni S.p.A. and its subsidiaries and associates, as well as with associates and entities under
common control, and with Enel S.p.A.,, a state-controlled company, and its subsidiaries.

All transactions are part of ordinary business activities and are generally settled on the basis of market conditions, i.e. under

conditions that would be applied for two independent parties, and are performed in the interests of Snam companies.

In accordance with the disclosure requirements introduced by Consob Regulation 17221 of 12 March 2010, the following

related party transactions were conducted in 2011:

- on 13 April 2011, a “Forward Start” interest rate swap (IRS) derivative contract for Snam was arranged between Snam
and its ultimate parent, Eni S.p.A., with a notional value of €300 million and a reference period of 19 October 2011 — 19
October 2016. The contractual fixed base rate is 3.356% per annum;

- on 19 April 2011, a “Forward Start” interest rate swap (IRS) derivative contract for Snam was arranged between Snam and
its ultimate parent, Eni S.p.A., with a notional value of €500 million and a reference period of 30 September 2011 — 28
September 2018. The contractual fixed base rate is 3.458% per annum;

- on 27 April 2011, a “Forward Start” interest rate swap (IRS) derivative contract for the subsidiary Stogit S.p.A. was arranged
between Stogit S.p.A. and its ultimate parent, Eni S.p.A., with a notional value of €200 million and a reference period of 16
September 2011 — 16 September 2018. The contractual fixed base rate is 3.367% per annum;

- on 11 July 2011, an agreement was signed between Snam and its ultimate parent, Eni S.p.A., concerning a loan from Eni for
€300 million to be disbursed on 12 July 2011 and maturing on 12 July 2017.The interest rate, fixed for the entire term of
the agreement, is 4.05% per annum;

- on 16 September 2011, a contract was signed between the subsidiary Stogit S.p.A. and its ultimate parent, Eni S.p.A.,
concerning a loan from Eni for €200 million to be disbursed on 16 September 2011 and maturing on 16 September 2018.
For the calculation of the interest rate, reference is made to the 3-month Euribor (ACT/360) recorded by the Euribor Panel
Steering Committee on the interbank deposit market and denominated in Euros at 11:00 (Central European Time) for a
value date of the first day of each interest period and published by Reuters on its "EURIBORO1" page, plus a spread of 2.8%
per annum;

- on 23 September 2011, natural gas transport capacity commitments were agreed between Snam and the related party
Enel Trade S.p.A. on Snam’s natural gas pipeline network in favour of Enel Trade S.p.A. for the 2011-2012 thermal year (1
October 2011 to 30 September 2012). These commitments are assumed in accordance with the procedures defined in the
Snam Network Code approved by the Electricity and Gas Authority with its Resolution ARG/gas 75/2003, as subsequently
amended. According to the contractual agreements, the finalisation of these commitments entails the calculation of a fee
for services rendered by applying, for each thermal year, the natural gas transportation and dispatching tariffs approved by
the Electricity and Gas Authority Resolution. The fee for the 2011-2012 thermal year is estimated at around €186 million;

- on23September 2011, natural gas transport capacity commitments were agreed between Snam and the ultimate parent Eni
S.p.A. on Snam’s natural gas pipeline network in favour of Eni S.p.A. for the 2011-2012 thermal year (1 October 2011 to 30
September 2012). These commitments are assumed in accordance with the procedures defined in the Snam Network Code
approved by the Electricity and Gas Authority with its Resolution ARG/gas 75/2003, as subsequently amended. According
to the contractual agreements, the finalisation of these commitments entails the calculation of a fee for services rendered
by applying, for each thermal year, the natural gas transportation and dispatching tariffs approved by the Electricity and
Gas Authority Resolution. The fee for the 2011-2012 thermal year is estimated at around €690 million;
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on 28 September 2011, an agreement was signed between Snam and its ultimate parent, Eni S.p.A., concerning a loan from
Eni for €500 million to be disbursed on 30 September 2011 and maturing on 30 December 2011. The loan is renewable
for a further three months subject to conditions to be agreed based on the market conditions in force at the time of the
renewal. For the calculation of the interest rate, reference is made to the 3-month Euribor (ACT/360), recorded by the
Euribor Panel Steering Committee on the interbank deposit market and denominated in Euros at 11:00 (Central European
Time) for a value date of the first day of each interest period and published by Reuters on its “EURIBORO1” page, plus a
spread of 130 basis points for the first three months;

on 19 October 2011, an agreement was signed between Snam and its ultimate parent, Eni S.p.A., concerning a loan from
Eni for €300 million to be disbursed on 19 October 2011 and maturing on 19 October 2017. For the calculation of the
interest rate, reference is made to the 3-month Euribor (ACT/360), recorded by the Euribor Panel Steering Committee on
the interbank deposit market and denominated in Euros at 11:00 (Central European Time) for a value date of the first day
of each interest period and published by Reuters on its "EURIBORO1" page, plus a spread of 3.04% per annum calculated
taking into account the spread and financial costs of the Eni debenture loan entitled “Eni TV 2011/2017".

Under Article 13 of the aforementioned Consob Regulation, these agreements are classed as ordinary transactions concluded

under market-equivalent or standard conditions since, pursuant to Article 3 of the Procedure: (i) they fall within the scope of

normal business operations and the associated financial activities; (ii) the terms are similar to those usually practised with non-

related parties for transactions of an equivalent nature, size and risk.

The amounts of related party transactions of a commercial and financial nature for the 2010 and 2011 financial years are

reported below. The nature of the most significant transactions is also stated.
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COMMERCIAL AND OTHER TRANSACTIONS

Name 31 December 2010 2010
Receivables Payables Guarantees Costs (a) Revenue (b)
(€ million) Goods Services Other Goods Services Other
Parent
Eni S.p.A. 451 355 52 33 42 2 1,623 14
451 355 52 33 42 2 1,623 14

Eni subsidiaries

- Eni Adfin S.p.A. 5 6 13 1

- Eni Hellas S.p.A. 3

- Eni Insurance Ltd 2 8

- Enicorporate University S.p.A. 1 2

- EniServizi S.p.A. 4 13 1 19 1 1

- Saipem Energy Services S.p.A. 12 2 23

- Saipem S.p.A. 98 154

- Serfactoring S.p.A. 21

- Syndial S.p.A. 1

- Other (c) 2 2 1 2 1
14 156 3 220 1 2 3

Entities under common control
and associates of Eni

- Transitgas AG 1
- Transmediterranean Pipeline Co Ltd 2 1
- Other (c) () () (-) (-)

2 (-) (..) (-.) 1 1

Entities under common control
and associates

-AES.SpA. 1 3
- Servizi Territori Aree Penisole S.p.A. 1
- Toscana Energia S.p.A. 4 2
- Other (c) 2 1 1
8 3 1 3
State-O\{vned or -controlled
companies
- Anas group 2 5 1
- Enel group 73 16 2 361
- Ferrovie dello Stato group 2 1 2
- Other (c) 1 2 1 1
78 23 3 2 363 1
Total 553 537 52 36 265 5 2 1,992 18

(@) Includes costs for goods and services to be used in investing activities.
(b) Before tariff components which are offset in costs.
(¢) Individually less than €1 million.
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Name 31 December 2011 2011
Receivables Payables Guarantees Costs (a) Revenue (b)
(€ million) Goods Services Other Goods Services Other
Parent
Eni S.p.A. 452 121 65 148 31 1 1,668 21
452 121 65 148 31 1 1,668 21

Eni subsidiaries

- Eni Adfin S.p.A. (c) 10 12 12 1

- Eni Hellas S.p.A.

- Eni Insurance Ltd 6 1

- Enicorporate University S.p.A. 3 3

- EniServizi S.p.A. 3 14 1 17 1 1

- Saipem Energy Services S.p.A. 1

- Saipem S.p.A. 64 74

- Serfactoring S.p.A. 40

- Syndial S.p.A. 1

- Other (d) 2 2 1 1 2
15 136 1 114 1 2 4

Entities under common control
and associates of Eni

- Cepav (Consorzio Eni per l'Alta Velocita) 2
- Other (d) 1 1 () ()
3 1 (-) ()

Entities under common control
and associates

-AES.SpA. 1 3
- Servizi Territori Aree Penisole S.p.A. 2
- Toscana Energia S.p.A. 2 1 1 1
- Other (d) 3 2
8 4 1 3

State-owned or -controlled
companies
- Anas group 3 5 1 2
- Enel group 64 5 1 385 1
- Ferrovie dello Stato group 1 4 3 1
- Enel group 1
- Other (d) 1

68 15 1 5 388 1
Total 546 277 65 149 147 7 2,061 26

o>

Includes costs for goods and services to be used in investing activities.

Before tariff components which are offset in costs.

As of 1 November 2011, Snam acquired the business unit “Unbundled Companies Administrative Services” from Eni Adfin S.p.A. The administrative services provided by Eni Adfin for the
2011 financial year cover the period from 1 January 2011 to 31 October 2011. Eni Adfin S.p.A. is responsible for providing certain ancillary administrative services (dispatching of financial
documents, electronic invoicing, submission of electronic tax returns).

(d) Individually less than €1 million.

&
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Ultimate parent

Commercial transactions

The most important active commercial transactions with the ultimate parent, Eni S.p.A., concern the provision of regulated gas
services relating to transportation, regasification, distribution and storage, on the basis of tariffs established by the Electricity
and Gas Authority.

The principal passive commercial transactions mainly concern the supply of electricity used for business activities and natural
gas used for storage infrastructure. These transactions are governed by contracts entered into under normal market conditions.
Snam also has transactions in place in connection with contracts for the provision of consultancy and technical/operational
support services relating to storage fields. These transactions are governed by service agreements on the basis of the costs
incurred.

A contract was in force at 31 December 2011 between Eni S.p.A. and Snam which governed the use and management of a
series of services rendered by Eni S.p.A. central divisions to Snam and its subsidiaries. In particular, the services provided related
to the following areas: (i) human resources; (ii) corporate affairs and governance; (iii) health, safety and environment; (iv) ICT?%
(v) institutional relations and communication. These transactions were governed on the basis of the costs actually incurred for
the provision of the related services.

Note that, following the transposition of Legislative Decree No. 93 of 1 June 2011 (the “Third Energy Package”), activities are
under way to cease the service agreements in place with Eni or its subsidiaries.

Other transactions

As established by the contract for the purchase of Italgas and Stogit from Eni, signed on 30 June 2009, the price determined for
the acquisition of the two companies is subject to adjustment mechanisms, to be applied if necessary after the date of execution
of the contract, based on commitments assumed when the acquisition was finalised*’. As a result of such commitments, in
2011 asset adjustments in favour of Snam (owed by Eni) were recognised in the amount of €12 million in relation to the
measurement of liabilities on events already in existence on the contract completion date.

Furthermore, in 2011, Snam also paid the ultimate parent, Eni S.p.A., the amount of €89 million, as partial settlement of the
asset adjustments in its favour.

Finally, transactions exist with Eni within the context of the national tax consolidation scheme, which is subscribed to by all
companies within the scope of consolidation of the Snam group, and the VAT consolidation scheme. These transactions are
governed by the appropriate legally binding contracts.

Subsidiaries of Eni

The key transactions with Eni’s subsidiaries relate to:

- Saipem S.p.A,, for design and project supervision services in relation to the construction of natural gas transportation
infrastructure, governed by contracts entered into under normal market conditions;

- Serfactoring S.p.A. for factoring transactions performed by Snam Rete Gas suppliers.

Snam also has commercial transactions with special-purpose entities which provide services to Eni group companies, including:

(i) EniServizi S.p.A., which provides real estate management services such as maintenance of buildings, fixtures and associated

plants, transportation services, sanitation services, catering, caretaking, supply of non-strategic assets and centralised

management of the company’s archives; and (ii) Eni Adfin S.p.A. (formerly Sofid S.p.A.), which provides administrative services*'.

These transactions are governed on the basis of the costs incurred for the provision of the related services.

39 Effective as of 1 November 2011, Eni acquired the business unit *Unbundled IT Services”.

40  For more information, see Note 28 “Guarantees, commitments and risks - Commitments deriving from the agreement to purchase ltalgas and Stogit
from Eni”.

41 Effective as of 1 November 2011, the business unit “Unbundled Companies Administrative Services” was acquired from Eni Adfin.
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Entities under common control and associates
Transactions with entities under common control and associates relate to the provision of IT services governed by contracts

entered into under normal market conditions.

State-owned or -controlled companies
Transactions with state-owned or -controlled companies relate mainly to the Enel Group and concern natural gas transportation,
regasification, distribution and storage services. These transactions are governed on the basis of tariffs established by the

Electricity and Gas Authority.

FINANCIAL TRANSACTIONS

Name 31.12.2010 2010

Other assets (a)
Other liabilities (a)
Expense (b) (c)

Payables
Income

(€ million)

Parent

- Eni S.p.A. 15 10,349 89 290

15 10,349 89 290

(@) Includes assets and liabilities deriving from the measurement of derivatives.
(b)  Includes financial expense for investments.
(¢)  Includes €102 million relating to expenses on derivatives.

Name 31.12.2011 2011

Other liabilities (a)
Expense (b) (c)

Payables
Income

(€ million)

Parent
- Eni Sp.A. 11,199 266 331 1

11,199 266 331 1

(@) Includes assets and liabilities deriving from the measurement of derivatives.
(b)  Includes financial expense for investments.
(¢)  Includes €70 million relating to expenses on derivatives.

Ultimate parent
Transactions with the ultimate parent, Eni S.p.A,, relate to the coverage of financial requirements, utilisation of liquidity and

interest rate risk hedging, through the use of derivative contracts, classified pursuant to IAS 39 as cash flow hedge derivatives.
These transactions are governed by contracts entered into under normal market conditions.
For transactions with directors, auditors and key managers, please refer to the information contained in the paragraph on

remuneration in Note 30 “Operating costs”.
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Impact of related party transactions or positions on the balance sheet, income statement and statement of cash
flows
The impact of related party transactions or positions on the balance sheet is summarised in the following table:

31.12.2010 31.12.2011

Related Share Related Share
(€ million) Total parties (%) Total parties (%)
Trade and other receivables 944 553 58.6 1,545 546 35.3
Other current assets 71 2 2.8 33 2 6.1
Other non-current assets 49 16 32.7 81 1 1.2
Short-term financial liabilities 1,844 1,844 100.0 2,787 2,787 100.0
Long-term financial liabilities 8,506 8,505 100.0 8,412 8,412 100.0
Trade and other payables 1,322 537 40.6 1,344 277 20.6
Other current liabilities 221 58 26.2 211 78 37.0
Other non-current liabilities 331 31 9.4 869 188 21.6

The impact of related party transactions or positions on the income statement is summarised in the following table:

2010 2011

Related Share Related Share
(€ million) Total parties (%) Total parties (%)
Core business revenue 3,475 1,994 57.4 3,539 2,061 58.2
Other revenue and income 33 18 54.5 66 26 39.4
Purchases, services and other costs 623 95 15.2 659 77 11.7
Financial expense 174 151 86.8 247 225 91.1
Losses on derivative contracts 102 102 100.0 69 69 100.0

Transactions with related parties are generally governed on the basis of market conditions, i.e. the conditions which would be

applied between two independent parties.
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The principal cash flows with related parties are shown in the following table:

(€ million) 2010 2011
Revenue and income 2,012 2,087
Cost and expense (95) (77)
Change in trade and other receivables (13) (15)
Change in trade and other payables (17) (26)
Dividends collected 34 44

Interest collected

Interest paid (258) (295)
Net cash flows from operating activities 1,663 1,718
Investments:

- Property, plant and equipment and intangible assets (248) (229)
- Companies entering the scope of consolidation (127) 11
- Change in payables and receivables relating to investments 155 (137)
Cash flows from investment activities (220) (355)

Divestments:

- Equity investments 7
Cash flows from divestments 7
Net cash flows from investment activities (220) (348)
Taking on of long-term financial debt 1,020 1,226
Repaying of long-term financial debt (914) (1,320)
Increase (decrease) in short-term financial debt 259 943
Dividends paid (437) (450)
Net cash flows from financing activities (66) 399
Total cash flows with related parties 1,377 1,769

The effect of cash flows with related parties is shown in the following table:

31.12.2010 31.12.2011

Total Related Share Total Related Share

(€ million) Parties % Parties %
Cash flow from operating activities 1,775 1,663 93.7 1,537 1,718

Cash flow from investment activities (1,393) (220) 15.8 (1,588) (348) 219
Cash flow from financing activities (410) (66) 16.1 45 399
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37) Significant non-recurring events and transactions
During the course of 2011, there were no significant non-recurring events and transactions.

38) Positions or transactions deriving from atypical and/or unusual transactions
No positions or transactions deriving from atypical and/or unusual transactions are reported.

39) Publication of the financial statements

The financial statements were authorised for publication by Snam’s Board of Directors at its meeting of 12 March 2012, in
accordance with the law. The Board of Directors authorised the Chairman and the Chief Executive Officer to make any changes
which might be necessary or appropriate for finalising the format of the document during the period between 12 March 2012
and the date of approval by the Shareholders’ Meeting.

40) Significant events after the end of the fiscal year
Significant events after the reporting date are described in the section “Other information” contained in the Directors’ report.
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Certification of the consolidated financial statements pursuant to Article 154-bis,
paragraph 5 of Legislative Decree No. 58/98 (Testo Unico della Finanza)

. The undersigned Carlo Malacarne and Antonio Paccioretti, as Chief Executive Officer and Chief Financial Officer of Snam

S.p.A. respectively, certify, taking into account Article 154-bis, paragraphs 3 and 4 of Legislative Decree No. 58 of 24

February 1998:

- the adequacy, considering the group’s characteristics, and

- the effective implementation of the administrative and accounting procedures for the preparation of the consolidated
financial statements during the course of 2011.

. The administrative and accounting procedures for the preparation of the consolidated financial statements at 31 December

2011 were defined and their adequacy was assessed using the rules and methods in line with the Internal Control —

Integrated Framework model issued by the Committee of Sponsoring Organisations of the Treadway Commission, which

represents a benchmark framework for the internal control system generally accepted at international level.

In this regard it is noted that, following the acquisition by Snam on 1 November 2011 of the business units “Unbundled

Companies Administrative Services” from Eni Adfin S.p.A. and “Unbundled IT Services” from Eni S.p.A., Snam's accounting and

administrative procedures have been updated.

. It is also certified that:

3.1 The consolidated financial statements at 31 December 2011:
(a) were prepared in accordance with the applicable international accounting standards recognised in the European
Community pursuant to Regulation (EC) No 1606/2002 of the European Parliament and of the Council of 19 July
2002;
b) are consistent with the accounting records and ledgers;
c) are able to provide a true and fair view of the financial position, results of operations and cash flows of the issuer
and of the companies included in the scope of consolidation.
3.2 The Directors’ report includes a reliable analysis of the operating performance and results, as well as the position of the
issuer and of all the companies included in the scope of consolidation, together with a description of the principal risks
and uncertainties to which they are exposed.

12 March 2012

/Signature/Carlo Malacarne /Signature/Antonio Paccioretti
Carlo Malacarne Antonio Paccioretti
Chief Executive Officer Director of Planning, Administration, Finance and Control
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Independent auditors’ report
pursuant to art. 14 and 16 of Legislative Decree n. 39 dated January 27, 2010
(Translation from the original Italian text)

To the Shareholders of
Snam S.p.A.

Snam Annual Report 2011

We have audited the consolidated financial statements of Snam S.p.A. and its
subsidiaries, (the “Snam Group”, former “Snam Rete Gas Group") as of and for the year
ended December 31, 2011, comprising the balance sheet, the income statement, the
statement of comprehensive income, the statement of changes in shareholder's equity,
the statement of cash flows and the related explanatory notes. The preparation of these
financial statements in compliance with International Financial Reporting Standards as
adopted by the European Union and with art. 9 of Legislative Decree n. 38/2005 is the
responsibility of Snam S.p.A.'s Management. Our responsibility is to express an opinion
on these financial statements based on our audit.

Our audit was performed in accordance with auditing standards recommended by
CONSOB (the Italian Stock Exchange Requlatory Agency). In accordance with such
standards, we planned and performed our audit to obtain the information necessary to
determine whether the consolidated financial statements are materially misstated and if
such financial statements, taken as a whole, may be relied upon. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, as well as assessing the appropriateness and correct application
of the accounting principles and the reasonableness of the estimates made by
Management. We believe that our audit provides a reasonable basis for our opinion.

The consolidated financial statements of the prior year and the statement of financial
position at January 1%, 2010 are presented for comparative purposes. As described in
the explanatory notes, Management has reclassified certain comparative data related to
the prior year and to the statement of financial position as of January 1%, 2010,
derived from the consolidated financial statements as of December 31, 2009, with
respect to the data previously presented. For the opinion on the consolidated financial
statements of the prior year reference should be made to our report dated March 22,
2011; for the opinion on the consolidated financial statements as of December 31,
2009 reference should be made to the report issued by another auditor dated April 7,
2010. We have examined the method used to reclassify the comparative financial data
and the information presented in the explanatory notes in this respect, for the purpose
of expressing our opinion on the consolidated financial statements as of and for the
year ended December 31, 2011.

Reconla Ernst & Young S.p.A.

Sede Legak: 00198 Roma - Via P, 32

Capitale Sociale € 1.402.500,00 i,

Iscritta alla 5.0, del Reqistro delie Imprese presso 1 CCLALA. di Roma
Codice fiscale e numero di iscrizione 00434000584
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Iscrilta allAlbo Revisori Contabili al n, 70945 Pubblicato sulla G.U.
Suppl. 13 - IV Serie Speciale del 17/2/1998
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Concob al progressivo n. 2 delibera n. 10831 del 16/7/1997
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In our opinion, the consolidated financial statements of the Snam Group at December
31, 2011 have been prepared in accordance with International Financial Reporting
Standards as adopted by the European Union and with art. 9 of Legislative Decree n.
38/2005; accordingly, they present clearly and give a true and fair view of the financial
position, the results of operations and the cash flows of the Snam Group for the year
then ended.

The Management of Snam S.p.A. is responsible for the preparation, in accordance with
the applicable laws and requlations, of the Directors’' Report and the Report on
Corporate Governance and Ownership Structure published in the section “Governance”
of Snam S.p.A.'s website. Our responsibility is to express an opinion on the consistency
with the financial statements of the Directors’ Report and the information included
therein in compliance with art. 123-bis of Legislative Decree n. 58/1998, paragraph 1,
letters ¢), d), f), D, m) and paragraph 2, letter b) in the Report on Corporate Governance
and Ownership Structure, as required by law. For this purpose, we have performed the
procedures required under Auditing Standard 001 issued by the Italian Accounting
Profession (CNDCEC) and recommended by CONSOB. In our opinion, the Directors’
Report and the information reported therein in compliance with art. 123-bis of
Legislative Decree n. 58/1998, paragraph 1, letters c), d), f), ), m) and paragraph 2),
letter b) included in the Report on Corporate Governance and Ownership Structure, are
consistent with the consolidated financial statements of the Snam Group as of 31
December 2011.

Turin, April 3, 2012

Reconta Ernst & Young S.p.A.
Signed by: Stefania Boschetti, Partner
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