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Snam S.p.A. financial review

Snam S.p.A. is an industrial holding company listed on the Milan stock exchange. It heads up the Snam Group and
holds 100% of the share capital of operating companies Snam Rete Gas S.p.A., GNL Italia S.p.A., Stogit S.p.A. and
Italgas S.p.A., which are responsible for managing and developing the natural gas transportation, regasification,
storage and distribution segments, respectively. In addition, since July 2014, Snam S.p.A. has held 100% of the share
capital of Gasrule Insurance Limited, an insurance company based in Dublin. Snam S.p.A. is also responsible for the
strategic planning, management, coordination and control of its subsidiaries.

As at 31 December 2014, Cassa Depositi e Prestiti (CDP), through CDP Reti S.p.A. and CDP Gas S.r.l., holds 28.98%
and 3.40% respectively of the share capital of Snam S.p.A.

On 25 and 31 March 2015, after approval by Snam's Board of Directors of the consolidated financial statements and the
draft financial statements of the parent company for 2014 at its meeting of 11 March 2015, Cassa Depositi e Prestiti
S.p.A. (CDP) notified Snam S.p.A. that "pursuant to international accounting standard IFRS 10 - Consolidated Financial
Statements -, the requirement has arisen for CDP to fully consolidate Snam S.p.A. as of the financial statements as at
31 December 2014, compared with 31 December 2013". Snam is not subject to management and coordination. Snam
informed Consob.

RECLASSIFIED INCOME STATEMENT

To facilitate the reading of the income statement, in view of the fact that Snam S.p.A. is an industrial holding company,
the following reclassified income statement has been prepared, which “inverts the order of the income statement items
pursuant to Legislative Decree 127/1991, presenting first those which relate to the financial operations, as this is the most
significant component of income for those companies” (see Consob Communication 94001437 of 23 February 1994).

RECLASSIFIED INCOME STATEMENT
(€ million) 2012 2013 2014 Change % Change

Financial income and expense

Income from equity investments 407 757 (221) (29.2)
Interest income and other financial income (*) 206 446 (61) (13.7)
Interest expense and other financial expense (*) (233) (490) 55 (11.2)
Total financial income and expense 380 713 (227) (31.8)
Income from services rendered 173 170 15 8.8
Other income 11 13 (1) (7.7)
Other operating income 184 183 14 7.7
Other operating expenses

For personnel (59) (65) (3) 46
For non-financial services and other costs (119) (126) (21) 16.7
Total other operating expenses (178) (191) (24) 12.6
Pre-tax profit 386 705 (237) (33.6)
Income taxes 4 2

Net profit 390 705 (235)  (33.3)

(*)  Inorder to provide as accurate a representation of “Financial income (expense)” as possible, the economic effects attributable to the effective portion
of hedging derivatives are recorded under the same item as those of the hedged elements. Any economic effects attributable to the ineffective portion
of hedging derivatives are recorded under “(Expense) income on derivatives”. The values for the comparison years have been reclassified accordingly.
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Snam S.p.A. financial review

Net profit for 2014 amounted to €470 million, down by €235 million, or 33.3%, compared with the previous
year. The decrease was due to lower income from equity investments (€221 million), primarily as a result of fewer
dividends paid out by subsidiaries (-€242 million).

ANALYSIS OF INCOME STATEMENT ITEMS

FINANCIAL INCOME AND EXPENSE

(€ million) 2012 2013 2014 Change % Change
Income from equity investments 407 757 (221) (29.2)
Interest income and other financial income (*) 206 446 (67) (13.7)
Interest expense and other financial expense (*) (233) (490) 55 (11.2)

380 713 (227)  (31.8)

(*)  Inorder to provide as accurate a representation of “Financial income (expense)” as possible, the economic effects attributable to the effective portion
of hedging derivatives are recorded under the same item as those of the hedged elements. Any economic effects attributable to the ineffective portion
of hedging derivatives are recorded under “(Expense) income on derivatives”. The values for the comparison years have been reclassified accordingly.

Income from equity investments (€536 million) primarily comprises: (i) dividends paid out by subsidiaries Snam Rete
Gas S.p.A. (€258 million), Italgas S.p.A. (€157 million), Stogit S.p.A. (€82 million) and GNL ltalia S.p.A. (€1 million),
as well as by jointly controlled companies GasBridge 1 B.V. and GasBridge 2 B.V. (€10 million); and (ii) other income
pertaining to TIGF Holding S.A.S. (€28 million).

Interest income and other financial income (€385 million) essentially refers to interest income from the intragroup
loans granted by Snam to the subsidiaries.

Interest expense and other financial expense (€435 million) refers to the costs relating to short- and long-term
financial debt, and concerns expenses on bonds® (€350 million) and on loans from banks and other financial
institutions (€85 million).

The decrease in interest expense and other financial expense (€55 million) and in interest income and other financial
income (€61 million) was due mainly to a reduction in the average cost of borrowing, partly as a result of the measures
implemented by Snam to improve the group's financial structure®.

OTHER OPERATING INCOME
(€ million) 2012 2013 2014 Change % Change

Income from services rendered 173 170 15 8.8
Other income 11 13 (m (7.7)
Total other operating income 184 183 14 7.7

58 Details of the bond issues that took place during the year and their conditions are provided in Note 14 - “Short-term financial liabilities, long-term financial liabilities and short-term portions of long-term
liabilities” of the Notes to the separate financial statements of Snam S.p.A.

59 For more information, see the “Annual profile — Main events” section of this Report.
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Snam S.p.A. financial review

Income from services rendered (€185 million) refers to the chargebacks to subsidiaries of the costs incurred to

perform services managed centrally by Snam S.p.A. These services are governed by contracts concluded between the

parent company and its subsidiaries in the following areas: ICT, personnel and organisation, planning, administration,

finance and control, general services, property and security services, legal and corporate affairs and compliance,

health, safety and environment, regulation, external relations and communication, internal audit and Enterprise Risk

Management (ERM). The pricing model for service contracts is based on the chargeback of costs incurred to provide

the services on a full-cost basis.

Other income (€12 million) essentially refers to revenue from renting and maintaining fibre optic

telecommunications cables for third parties.

OTHER OPERATING EXPENSES

(€ million) 2012 2013
For personnel 59 65
For non-financial services and other costs 119 126
Total other operating expenses 178 191

The personnel cost amounted to €68 million, broadly in line with the previous year.

2014 Change % Change

3 4.6
21 16.7
24 12.6

The number of employees as at 31 December 2014 (705 people) is analysed below by professional status:

(number) 31.12.2012 31.122013 31.122014 Change % Change

Professional status

Executives 41 51
Managers 181 193
Office workers 443 453
Manual workers 7 6

672 703

3 5.9
9 4.7
(9) (2.0)
(1) (16.7)
2 0.3

Costs for non-financial services and other costs (€147 million) consist mainly of expenses for the provision of

services that are charged back to subsidiaries.
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Snam S.p.A. financial review

RECLASSIFIED BALANCE SHEET®®

31.12.2014

(€ million) 31.12.2013
Fixed capital 18,016
Property, plant and equipment 3
Intangible assets 13
Equity investments 8,197
Financial receivables held for operations (*) 9,833
Net receivables (payables) for investments (30)
Net working capital 129
Provisions for employee benefits (16)
NET INVESTED CAPITAL 18,129
Shareholders’ equity 6,440
Net financial debt 11,689
COVERAGE 18,129

(*)  Includes short-term portions.

Change

Fixed capital (€18,925 million) rose by €909 million compared with 31 December 2013, due mainly to an increase

in equity investments (+€499 million) and in financial receivables held for operations (+€408 million).

EQUITY INVESTMENTS

Equity investments of €8,696 million break down as follows:

(€ million) o  Balanceat  Acquisitions and Other Balance at
6 ownership 31122013 subscriptions  changes 31.12.2014
Equity investments in subsidiaries
Snam Rete Gas S.p.A. 100% 2,849 2,849
GNL [talia S.p.A. 100% 43 43
Italgas S.p.A. 100% 2,966 2,966
Stogit S.p.A. 100% 1,618 1,618
Gasrule Insurance Ltd 100% 20 20
Investments in companies under joint control
TIGF Holding SAS 45% 597 597
Trans Austria Gasleitung GmbH 84.47% 486 486
Gasbridge 1 B.V. and Gasbridge 2 B.V. 50% 124 (7) 117
8,197 506 (7) 8696

60 Please refer to the "Financial review” section of the consolidated financial statements for an explanation of the methodology used in the reclassified financial statements.

Snam 2014 Annual Report



Snam S.p.A. financial review

Acquisitions and subscriptions (€506 million) refer mainly to the acquisition of the stake in Trans Austria Gasleitung
GmbH (TAG), corresponding to 84.47% of the company's share capital and 89.22% of the economic rights. The
acquisition amount was paid as follows: (i) a capital increase excluding option rights pursuant to Article 2441, paragraph
4 of the Italian Civil Code, reserved for CDP GAS, at an issue price of €4.218, including the share premium, equal to

the weighted average value of the official prices of Snam shares recorded in the 180 calendar days preceding the date

on which the price was set (€502 million); and (ii) a cash amount equal to €3 millions'. The book value of the equity
investment at 31 December 2014 (€486 million) includes the negative change (€19 million) arising from the difference
between the issue price of Snam shares (€4.218 per share) and the fair value of Snam shares (€4.056 per share) on the
transaction completion date (19 December 2014).

NET WORKING CAPITAL
(€ million) 31.12.2013 31.12.2014 Change

Trade receivables 87 13
Tax receivables 147 (75)
Net prepaid tax assets 6 3
Other assets 75 (38)
Trade payables (62) (2)
Tax payables (81) 72
Derivatives (7) 3
Provisions for risks and charges (5) 1
Other liabilities (31 (37)

129 (60)

Net working capital fell by €60 million compared with 31 December 2013 to €69 million, owing mainly to: (i) the
reduction in tax receivables (€75 million) as a result of fewer receivables from subsidiaries for the national tax
consolidation scheme (-€126 million) arising from the different dynamic in tax payments on account, partly offset by
higher receivables from subsidiaries for group VAT (+€36 million); (ii) the reduction in other assets (-€38 million) owing
mainly to the recharging to the income statement of prepayments relating to up-front fees and the substitute tax on the
revolving credit lines (€24 million), and the reduction in receivables from joint ventures for other income to be received
(€12 million); and (iii) the increase in other liabilities (€37 million) owing primarily to payables to subsidiaries for VAT
payments on account (-€34 million). These factors were partially offset by the reduction in tax payables (+€72 million)
owing to the dynamic of payments on account.

61 The acquisition contract signed by Snam and CDP GAS provided for the issue of up to 119 million ordinary Snam shares and the payment in cash of any difference between the contractually agreed
purchase cost and the value of the capital increase. The fee, which was determined based on an estimated reference balance sheet at 30 November 2011, may be adjusted for cash in accordance with
market practices.
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STATEMENT OF COMPREHENSIVE INCOME

(€ million) 2013
Net profit 705
Other components of comprehensive income
Components that can be reclassified to the income statement:
Change in fair value of cash flow hedging derivatives (effective share) (m
Tax effect

(1)
Components that cannot be reclassified to the income statement:
Actuarial (losses)/gains from remeasurement on defined-benefit obligations 1

1

Total other components of comprehensive income, net of tax effect
Total comprehensive income for the period 705
SHAREHOLDERS' EQUITY
(€ million) 2013
Shareholders’ equity at 31 December 2013
Increases owing to:
- Comprehensive income for 2014 467
- Capital increase (*) 502
Decreases owing to:
- Distribution of balance of 2013 dividend (507)
- Other changes (**) (17)

Shareholders’ equity at 31 December 2014

2014

2014

(*)  The capital increase was carried out in connection with the acquisition of the equity investment in TAG, equal to 84.47% of the company'’s share capital,
for a contractual amount of €505 million. The increase of €502 million took place through the issuance of 119 million ordinary shares, with no nominal

value, at a unit price of €4.218, of which €126 million pertained to the capital increase and €376 million to the share premium.

(**)  The other changes (€17 million) relate mainly to the negative change (-€19 million) arising from the difference between the issue price of Snam
shares decided by the Board of Directors on 17 December 2014 (€4.218 per share) and the fair value of Snam shares (€4.056 per share) on the

transaction completion date (19 December 2014).
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Snam S.p.A. financial review 93

NET FINANCIAL DEBT
(€ million) 31.12.2013 31.12.2014 Change
Financial and bond debt 13,326 614
Short-term financial debt (*) 2,250 (194)
Long-term financial debt 11,076 808
Financial receivables and cash and cash equivalents (1,637) (213)
Financial receivables not held for operations (1,635) (213)
Cash and cash equivalents (2)

11,689 401

(*)  Includes the short-term portion of long-term financial debt.

Net financial debt stood at €12,090 million at 31 December 2014, up €401 million compared with 31 December 2013
(€11,689 million). The increase was due mainly to higher financial and bond debt (+€614 million), primarily as a result
of the issue of new bonds (+€1,733 million) and the taking out of new term loans (+€1,000 million as a nominal
amount), the effects of which were partly offset by early repayments of bilateral revolving credit lines (-€1,370
million) and term bank loans (-€701 million).

The increase in financial and bond debt was partly offset by the increase in financial receivables not held for operations
(€213 million) arising from the granting by Snam S.p.A. to Trans Austria Gasleitung GmbH (TAG) of a short-term
revolving credit line (€216 million), as part of the contractual agreements relating to the purchase of the equity
investment in TAG held by CDP GAS Sr.l.

Financial and bond debt, which totalled €13,940 million (compared with €13,326 million at 31 December 2013), was
denominated entirely in euros, with the exception of a fixed-rate bond worth ¥10 billion, which was fully converted
into euros using a hedging derivative cross-currency swap (CCS).

Financial liabilities at 31 December 2014 relate mainly to bonds (€10.6 billion, equal to 76.3%), bank loans (€2
billion, equivalent to 14.7%) and loan agreements concerning European Investment Bank (EIB) funding (€1.3 billion,
equal to 9%)=.

Short-term financial receivables (€1,848 million) relate mainly to loans granted to subsidiaries through the intragroup
current account (€1,632 million).

Long-term financial debt (€11,884 million) represents around 85% of financial debt (around 83% at 31 December
2013).

62 The contractual agreements drawn up between Snam, TAG and Gas Connect Austria GmbH (GCA) stipulate that if TAG is not capable of self-financing, the other companies must finance it according to
the equity investment held by each of them. On 19 December 2014, Snam and TAG entered into a shareholders’ loan agreement in the form of a revolving credit line worth up to €285.5 million, maturing
in January 2015 and subsequently extended until July 2015. For more information on the acquisition, please see the “Annual profile - Main events” section of the Directors’ Report.

63 As of 20 March 2014, Snam directly took out two loans with the EIB, totalling €300 million, previously brokered by CDP.
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The breakdown of debt by type of interest rate at 31 December 2014 is as follows:

(€ million) 31.12.2013 % 31122014 %  Change

Fixed rate 8,557 64 69 1,122
Floating rate 4,769 36 31 (508)
13,326 100 100 614

Fixed-rate financial liabilities (€9,679 million) rose by €1,122 million after new bonds were issued.

Floating-rate debt (€4,261 million) fell by €508 million compared with 31 December 2013, owing essentially to the early
repayment of bilateral revolving credit lines (-€1,370 million) and the repayment of two term loans that had reached
their natural maturity (€701 million). These effects were partly offset by new bank loans taken out (+€1,000 million)
and new bond issues (+€645 million)s.

RECLASSIFIED STATEMENT OF CASH FLOWS

The reclassified statement of cash flows set out below summarises the legally required format. It shows the
connection between opening and closing cash and cash equivalents and the change in net financial debt during
the period. The two statements are reconciled through the free cash flow, i.e. the cash surplus or deficit left over
after servicing capital expenditure. The free cash flow closes either: (i) with the change in cash for the period, after
adding/deducting all cash flows related to financial liabilities/assets (taking out/repaying financial receivables/
payables) and equity (payment of dividends/capital injections); or (ii) with the change in net financial debt for the
period, after adding/deducting the debt flows related to equity (payment of dividends/capital injections).

64 The €500 million bond issued in October 2014 was converted from a fixed-rate loan to a floating-rate loan using an interest rate swap (IRS).
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2014

2014

(€ million) 2013
Net profit 705
Adjusted for:

- Amortisation, depreciation and other non-monetary components 4
- Dividends, interest and income taxes (770)
Change in working capital due to operating activities 45
Dividends, interest and income taxes collected (paid) 943
Net cash flow from operating activities 927
Technical investments (7)
Equity investments (*) (597)
Divestments 9
Change in financial receivables held for operations (1,903)
Other changes relating to investment activities 1
Free cash flow (1,570)
Change in financial receivables not held for operations 1,491
Change in current and non-current financial debt 920
Equity cash flow (**) (841)
Net cash flow for the period

CHANGE IN NET FINANCIAL DEBT

(€ million) 2013
Free cash flow (1,570)
Exchange rate differences on financial debt 5
Adjustment to fair value of financial debt

Equity cash flow (**) (841)
Change in net financial debt (2,406)

(*)  With regard to the acquisition of the equity investment in TAG from CDP Gas S.r.l. (CDP GAS) for a total contractual amount of €505 million, only the
cash portion of the sum paid by Snam to CDP GAS (€3 million) is recorded in the 2014 statement of cash flows. The capital increase, including the

share premium, was worth €502 million.

(**)  The dividend paid in 2014 refers to the balance of the 2013 dividend (€507 million). Snam did not pay out an interim dividend in 2014.
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