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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

COMPANY INFORMATION

The Snam Group, consisting of Snam S.p.A. and its subsidiaries (hereafter referred to as “Snam”, the “Snam Group” or 

the “group”), is an integrated group at the forefront of the regulated gas sector (transportation, dispatching, storage 

and distribution of natural gas and regasification of liquefied natural gas (LNG)) and a major player in terms of its 

regulatory asset base (RAB)1.

The parent company, Snam S.p.A., is a joint-stock company incorporated under Italian law and listed on the Milan 

Stock Exchange, with registered offices at 7, Piazza Santa Barbara, San Donato Milanese (MI).

As at 31 December 2014, CDP Reti S.p.A.2 and CDP Gas S.r.l.3 held equity investments in Snam S.p.A. of 28.98% 

and 3.4% respectively. 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". 

1) Basis of presentation 

The consolidated financial statements are prepared in accordance with the International Financial Reporting 

Standards (IFRS) issued by the International Accounting Standards Board (IASB) and adopted by the European 

Commission pursuant to the procedure under 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 38/2005. The IFRS also include the 

interpretative documents issued by the International Financial Reporting Standard Interpretations Committee (IFRIC), 

as well as the International Accounting Standards (IAS) and the interpretations of the Standard Interpretations 

Committee (SIC) currently in force. For simplicity, all of the aforementioned standards and interpretations will 

hereafter be referred to as “IFRS” or “International Accounting Standards”.

The consolidated financial statements are prepared in consideration of future continuing business using the historical 

cost method, taking into account value adjustments where appropriate, with the exception of the items which, 

according to IFRS, must be measured at fair value, as described in the measurement criteria. 

The financial statements at 31 December 2014, approved by the Board of Directors of Snam S.p.A. at its meeting of 

11 March 2015, implemented at its meeting of 3 April 2015 the changes to the financial statements following the 

notification by CDP of its requirement, pursuant to international accounting standard IFRS 10 “Consolidated Financial 

Statements”, to fully consolidate Snam S.p.A. as of the financial statements as at 31 December 2014. The financial 

statements have undergone an audit by Reconta Ernst & Young S.p.A. As the main auditor, Reconta Ernst & Young is 

entirely responsible for auditing the Group’s consolidated financial statements. In the limited cases in which other 

auditors are involved, it assumes responsibility for the work that they carry out.

The consolidated financial statements are presented in euro. Given their size, amounts in the financial statements 

and respective notes are expressed in millions of euros, unless otherwise specified.

Accounting standards and interpretations applied as of the current year

In the financial year ended 31 December 2014, the Company applied accounting standards in line with those of the previous 

year, with the exception of the accounting standards and interpretations adopted by the Group as of 1 January 2014, which 

are described below.

1	 The term RAB refers to the value of net invested capital for regulatory purposes, calculated based on the rules defined by the Electricity, Gas and Water Authority (AEEGSI) in order to determine the base 
revenue for regulated activities.

2	 CDP S.p.A. holds 59.10%.

3	 Company wholly owned by CDP S.p.A.
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European Commission Regulation No. 1254/2012 of 11 December 2012 officially endorsed IFRS 10 - “Consolidated Financial 

Statements”, IFRS 11 - “Joint Arrangements” and IFRS 12 - “Disclosures of Interests in Other Entities”, as well as revised 

versions of IAS 27 - “Separate Financial Statements” and IAS 28 - “Investments in Associates and Joint Ventures”.

IFRS 10 - “Consolidated Financial Statements” (hereinafter “IFRS 10”) and the revised version of IAS 27 - “Separate Financial 

Statements” (hereinafter “IAS 27”) set out, respectively, the principles to be adopted for the presentation and preparation 

of consolidated and separate financial statements. IFRS 10 provides, inter alia, a new definition of control to be applied 

uniformly to all companies (including special purpose vehicles). According to this definition, a company controls an investee 

when it is exposed or has rights to variable returns from its involvement with the investee and has the ability to affect those 

returns through its power over the investee. The standard lists the factors to be considered when assessing whether control 

exists, which include, inter alia, potential rights, protective rights, and whether there are agency or franchising agreements 

in place. The new provisions also recognise the possibility of exercising control over an investee even without holding the 

majority of voting rights due to a fragmented ownership structure or the passive attitude of other investors. 

Based on the investors' rights and obligations, IFRS 11 - “Joint Arrangements” (hereinafter “IFRS 11”) identifies two types 

of joint arrangements (joint operations and joint ventures), establishes the criteria for identifying joint control and governs 

the subsequent accounting treatment to be adopted for recognition purposes. For the recognition of joint ventures in 

consolidated financial statements, 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 - “Investments in Associates and Joint Ventures” (hereinafter “IAS 28”) defines, inter alia, the 

accounting treatment to be adopted in the event of the total or partial divestment of an equity investment in an associate 

or joint venture. 

IFRS 12 - “Disclosures of Interests in Other Entities” (hereinafter “IFRS 12”) specifies the disclosure requirements for 

consolidated financial statements relating to subsidiaries and associates, joint ventures and joint operations, and 

unconsolidated structured entities, specifically requiring explanation of the significant assumptions made (and any changes 

thereto) for the purposes of determining control or joint control, as well as the assessments and significant assumptions 

made to determine whether or not cases of joint control should be classed as a joint venture or a joint operation.

European Commission Regulation No. 1256/2012 of 13 December 2012 officially endorsed the provisions of the document 

“Amendments to IAS 32. Financial instruments: recognition in the financial statements - Offsetting financial assets and 

liabilities”, which clarifies the application of certain criteria present in IAS 32 for offsetting financial assets and liabilities. 

Specifically, the amendment clarifies that there is a legal right to offset subject to the following conditions: (i) the right to 

offset must be currently exercisable, and therefore may not be dependent on a future event; and (ii) the right to offset must 

be legally exercisable by all counterparties, both in the ordinary course of business and in the event of the insolvency of one 

of the counterparties.

European Commission Regulation No. 313/2013 of 4 April 2013 officially endorsed the amendments set out in the document 

“Guide to transitional provisions (amendments to IFRS 10, IFRS 11 and IFRS 12)”, which provides some clarifications and 

simplifications with regard to the transition requirements for IFRS 10, IFRS 11 and IFRS 12. Specifically, the document 

clarified that the date of first application of the aforementioned three standards is the first day of the administrative period 

in which IFRS 10 was adopted for the first time. Entities that adopt IFRS 10 must assess control as at the date of first 

application; the treatment of comparative figures will depend on that assessment.
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European Commission Regulation No. 1174/2013 of 20 November 2013 officially endorsed the amendments set out in 

the document “Investment entities (amendments to IFRS 10, IFRS 12 and IAS 27)”, which provides clarifications on the 

definition of the scope of consolidation for companies classed as investment entities, defined as entities that obtain funds 

from one or more investors in order to provide them with investment management services and that undertake, in relation 

to their investors, to pursue the commercial objective of investing the funds exclusively with a view to obtaining returns from 

capital appreciation, investment income, or both. The amendment introduced an exemption for investment entities from 

the obligation to consolidate subsidiaries, unless the subsidiaries in question provide services connected with investment 

activities. 

European Commission Regulation No. 1374/2013 of 19 December 2013 officially endorsed the amendments set out in 

the document “Amendments to IAS 36 – Additional information on the recoverable value of non-financial assets”. The 

amendment concerns disclosure of the recoverable value of assets that have been impaired, where the recoverable value is 

based on the fair value less selling costs.

European Commission Regulation No. 1375/2013 of 19 December 2013 officially endorsed the amendments set out in 

the document “Amendments to IAS 39 - Novation of derivatives and continuation of hedge accounting”. The amendment 

introduced an exception to the requirements for terminating hedge accounting in cases of novation of OTC derivatives with 

a central counterparty. Specifically, the amendment stipulated that it is not necessary to interrupt the hedge accounting of 

a “renewed or modified” derivative that had been designated as a hedging instrument if the following conditions are met: 

(i) if, as a result of laws and regulations, the parties to a hedging instrument agree that a central counterparty is the new 

OTC counterparty; (ii) if, as a result of laws and regulations, one or more counterparties replace the original counterparty to 

become their new counterparty; (iii) if any other changes to the hedging instrument are limited to those necessary to carry 

out this counterparty replacement. The changes introduced by the amendment therefore clarify that it is possible to continue 

the accounting of hedges consisting of “renewed” derivatives when the replacement or carrying forward of the derivative 

with another hedging instrument is not a conclusion or termination of the previous instrument.

Commission Regulation (EU) No. 634/2014 of 13 June 2014 officially endorsed the interpretation “IFRIC 21 -  Taxes”, which 

defines the accounting treatment of payments requested by government authorities, other than income taxes, fines and 

penalties arising from breaches of the law. IFRIC 21 indicates the criteria for recognising a liability, establishing that the 

obligating event for the recognition of the liability is the activity that triggers the payment of the levy in accordance with the 

relevant legislation. For entities belonging to EU countries, the interpretation must be applied “at the latest” as of financial 

years starting on or after 17 June 2014 (therefore, as of 1 January 2015 for financial years that coincide with the calendar 

year). Early application is permitted.   

The application of these accounting standards and the adoption of the amendments to existing standards had no effect on 

the consolidated financial statements at 31 December 2014. With regard to IFRS 11, in view of the analysis performed on 

Snam’s joint arrangements, these arrangements are classed as joint ventures. Therefore, Snam’s related investments continue 

to be measured at equity.

2) Consolidation principles

The consolidated financial statements comprise the financial statements of Snam S.p.A. and of the companies 

over which the Company has the right to exercise direct or indirect control, as defined by IFRS 10 – “Consolidated 

Financial Statements". Specifically, control exists where the controlling entity simultaneously:

•	 has the power to make decisions concerning the investee entity;

•	 is entitled to receive a share of or is exposed to the variable profits and losses of the investee entity; 

•	 is able to exercise power over the investee entity in such a way as to affect the amount of its economic returns.
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The proof of control must be verified on an ongoing basis by the Company, with a view to identifying all the facts or 

circumstances that may imply a change in one or more of the elements on which the existence of control over an 

investee entity depends.

The exclusion from the scope of consolidation of some subsidiaries, which are not significant either individually or 

collectively, had no material4 effect for the purposes of correctly representing the results, balance sheet and cash 

flow of the Snam Group. Such equity investments are measured using the criteria set forth under “Equity-accounted 

investments”. 

Consolidated companies, non-consolidated subsidiaries, joint ventures, associates and other significant equity 

investments are indicated separately in the appendix “Subsidiaries, associates and significant equity investments of 

Snam S.p.A. at 31 December 2014”, which is an integral part of these notes. The same appendix lists the changes that 

took place in the scope of consolidation between 31 December 2013 and 31 December 2014. 

All financial statements of consolidated companies close at 31 December and are presented in euro.

Equity investments in consolidated companies 

Figures relating to subsidiaries are included in the consolidated financial statements from the date on which the 

Company assumes direct or indirect control over them until the date on which said control ceases to exist. An 

assessment of the impact of the preventative measure of judicial administration of which the subsidiary Italgas was 

notified on 11 July 2014 on the group’s scope of consolidation can be found in Note 24 - “Guarantees, commitments 

and risks - Disputes and other provisions”.

The assets, liabilities, income and expenses of companies subject to line-by-line consolidation are incorporated on a 

line-by-line basis in the consolidated financial statements; the book value of the equity investments in each of the 

subsidiaries is derecognised against the corresponding portion of shareholders’ equity of each of the investee entities, 

inclusive of any adjustments to the fair value on the date of acquisition of control. 

The portions of equity and profit or loss attributable to minority interests are recorded separately in the appropriate 

items of shareholders’ equity, the income statement and the statement of comprehensive income.

Changes in the equity investments held directly or indirectly by the Company in subsidiaries which do not result 

in the loss of control are recorded as equity transactions. The book value of the shareholders’ equity pertaining 

to shareholders of the parent company and minority interests are adjusted to reflect the change in the equity 

investment. The difference between the book value of minority interests and the fair value of the consideration paid 

or received is recorded directly under equity pertaining to shareholders of the parent company.

Otherwise, the selling of interests entailing loss of control requires the posting to the income statement of: (i) 

any capital gains or losses calculated as the difference between the consideration received and the corresponding 

portion of Snam Group shareholders’ equity transferred; (ii) the effect of the revaluation of any residual equity 

investment maintained, to align it with the relative fair value; and (iii) any amounts posted to other components 

of comprehensive income relating to the former subsidiary. The value of the equity investment maintained, aligned 

with the relative fair value at the date of loss of control, represents the new book value of the equity investment, 

and therefore the reference value for the subsequent valuation of the equity investment according to the applicable 

valuation criteria.

Equity investments in associates and joint ventures 

An associate is an investee company in relation to which the investor holds significant influence or the power to 

participate in determining financial and operating policies, but does not have control or joint control5. It is assumed 

that the investor has significant influence (unless there is proof to the contrary) if it holds, directly or indirectly 

through subsidiaries, at least 20% of the votes that can be cast at the investee company’s shareholders’ meeting.

4	 Pursuant to IAS 1 - “Presentation of the Financial Statements”, information is significant if its omission or incorrect presentation may influence the economic decisions of users based on the figures in the 
financial statements.

5	 Joint control is the contractual sharing of control pursuant to an agreement, which exists only where the unanimous consent of all the parties that share power is required for decisions relating to 
significant activities.
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A joint venture is a joint arrangement in which the parties that hold joint control have rights to the net assets 

subject to the arrangement and, therefore, have an interest in the jointly controlled corporate vehicle.

Equity investments in associates and joint ventures are measured using the equity method, as described under 

“Equity-accounted investments”.

Business combinations 

Business combinations are recorded in accordance with IFRS 3 - “Business Combinations”, using the acquisition 

method. Based on this standard, the consideration transferred in a business combination is determined at the date 

on which control is assumed, and equals the fair value of the assets transferred, the liabilities incurred or assumed, 

and any equity instruments issued by the acquirer. Costs directly attributable to the transaction are posted to the 

income statement when they are incurred.

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 or transfer cost 

is posted to the asset item “Goodwill”; if negative, it is posted to 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 (the “partial goodwill method”). Alternatively, the full amount of the goodwill generated by the 

acquisition is recognised, therefore also taking into account the portion attributable to minority interests (the “full 

goodwill method”). In this case, minority interests are expressed at their total fair value, including the 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.

If control is assumed in successive stages, the acquisition cost is determined by adding together the fair value of 

the equity investment previously held in the acquired company and the amount paid for the remaining portion. 

The difference between the fair value of the previously held equity investment (redetermined at the time of 

acquisition of control) and the relative book value is posted to the income statement. Upon acquisition of control, 

any components previously recorded under other components of comprehensive income are posted to the 

income statement or to another item of shareholders' equity, if no provisions are made for reversal to the income 

statement.

When the values of the assets and liabilities of the acquired entity are determined provisionally in the financial 

year in which the business combination is concluded, the figures recorded are adjusted, with retroactive effect, 

no later than 12 months after the acquisition date, to take into account new information about facts and 

circumstances in existence at the acquisition date. 

Business combinations involving entities under joint control 

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 “business combinations of 

entities under common control”. Such transactions do not fall within the scope of application of IFRS 3, and are 

not governed by any 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 acquired6. 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. 

6	 Accounting treatment proposed by Assirevi in the Preliminary Guidelines on IFRS (OPI No. 1) - “Accounting treatment of business combinations of entities under common control in the separate and 
consolidated financial statements”.
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Intragroup transactions that are eliminated in the consolidation process

Unrealised gains from transactions between consolidated companies are derecognised, as are receivables, payables, 

income, expenses, guarantees, commitments and risks between consolidated companies. The portion pertaining 

to the group of unrealised gains with companies valued using the equity method is derecognised. In both cases, 

intragroup losses are not derecognised because they effectively represent impairment of the asset transferred.

3) Measurement criteria

The most significant measurement criteria adopted when preparing the consolidated financial statements are 

described below.

Property, plant and equipment

Property, plant and equipment is recognised at cost and recorded at the purchase, transfer 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, transfer 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 that the structures are abandoned, recognised as a 

contra-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”. 

Property, plant and equipment may not be revalued, even through the application of specific laws.

The costs of incremental improvements, upgrades and transformations to/of property, plant and equipment are 

posted to assets when it is likely that they will increase the future economic benefits expected.

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 are incurred.

Property, plant and equipment includes: (i) with regard to natural gas transportation, the value relating to the 

quantities of natural gas injected to bring natural gas pipelines into service. The valuation is carried out using 

the weighted average purchase price method. Specifically, the component of this quantity that can no longer be 

extracted (the “initial line pack”) is depreciated over the useful life of the plant to which it refers. On the contrary, 

the commercial component, which may be sold on the market or employed for alternative uses (the “operating line 

pack”), is not depreciated, since it is not, by its nature, subject to depreciation; and (ii) with regard to natural gas 

storage, the quantity of gas that is reinjected to form cushion gas. 
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Depreciation of property, plant and equipment

Starting when the asset is available and ready for use, property, plant and equipment is systematically depreciated on 

a straight-line basis over its useful life, defined as the period of time in which it is expected that the company may 

use the asset.  

The amount to be depreciated is the book value, reduced by the projected net sale value at the end of the asset’s 

useful life, if this is significant and can be reasonably determined. 

The table below shows the annual depreciation rates used for the year in question, broken down into homogeneous 

categories, together with the relevant period of application:

                                                                      Annual depreciation rate (%) 

Buildings  

- Buildings 2-2.5 or greater, depending on residual life

Plant and equipment - Transportation  

- Pipelines 2 or greater, depending on residual life

- Stations 5 or greater, depending on residual life

- Gas reduction/regulation plants 5 or greater, depending on residual life

Plant and equipment - Storage  

- Pipes 2

- Treatment stations 4 or greater, depending on residual life

- Compression stations 5 or greater, depending on residual life

- Storage wells 1.66

Plant and equipment - Regasification  

- LNG plants  4 or greater, depending on residual life 

Other plant and equipment 2.5-12.5

Metering equipment 5 or greater, depending on residual life

Industrial and commercial equipment 10-35

Other assets 10-33

When an item recorded under property, plant and equipment consists of several significant components with different useful 

lives, a component approach is adopted, whereby each individual component depreciates separately. 

Land is not depreciated, even if purchased in conjunction with a building; neither is property, plant and equipment held for sale 

(see the “Non-current assets held for sale and discontinued operations” section).

Depreciation rates are reviewed each year and are altered if the current estimated useful life of an asset differs from the 

previous estimate. Any changes to the depreciation plan arising from revision of the useful life of an asset, its residual value or 

ways of obtaining economic benefit from it are recognised prospectively.

Freely transferable assets are depreciated during the period of the concession or of the useful life of the asset, if lower.

Assets under finance leases 

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 

and the present value of minimum lease payments, including any sum payable to exercise a call option, under property, plant 

and equipment as a contra-entry to the financial debt to the lessor. The assets are depreciated using the criteria and rates 

adopted for owned property, plant and equipment. When there is no reasonable certainty that the right of redemption can 

be exercised, the depreciation is made during the shorter of the term of the lease and the useful life of the asset. 

Leases under which the lessee maintains nearly all of the risks and benefits associated with ownership of the assets are 

classified as operating leases. In this case, the lessee incurs only costs for the period in the amount of the lease expenses set 

out in the contract, and does not record fixed assets.
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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 access to it by others. 

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.

Technical development costs are allocated to the balance sheet assets when: (i) the cost attributable to the 

intangible asset can be reliably determined; (ii) there is the intent, availability of financial resources and technical 

capability to make the asset available for use or sale; and (iii) it can be shown that the asset is capable of producing 

future economic benefits.

Alternatively, costs for the acquisition of new knowledge or discoveries, investigations into products or alternative 

processes, new techniques or models, or 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 in which they are incurred.

Service concession agreements 

Intangible assets 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; and (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. The provisions relating to service concession agreements are applicable 

to Snam for public natural gas distribution services, or to agreements under which the operator is committed to 

providing the public natural gas distribution service at the tariff established by the AEEGSI, whilst holding the right to 

use the infrastructure controlled by the grantor to provide the public service.

Storage concessions

The value of storage concessions, which consists of the natural gas reserves present in deposits (“cushion gas”), is 

recorded under “Concessions, licences, trademarks and similar rights” and is not subject to amortisation, since: (i) the 

volume of said gas is not modified by storage activities; and (ii) the economic value of the gas that can be recovered 

at the end of the concession, pursuant to the provisions of the Ministerial Decree of 3 November 2005, “Criteria 

for determining an adequate consideration for the return of assets intended for a concession-holder for natural gas 

storage” of the Ministry of Productive Activities, is not lower than the value recorded in the financial statements.      

Amortisation of intangible assets

Intangible assets with a finite useful life are amortised systematically over their useful life, which is understood to be 

the period of time in which it is expected that the company may use the asset.

The amount to be depreciated is the book value, reduced by the projected net sale value at the end of the asset’s 

useful life, if this is significant and can be reasonably determined. 
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The table below shows the annual depreciation rates used for the year in question, broken down into homogeneous 

categories, together with the relevant period of application:

                                                                      Annual depreciation rate (%)  

Service concession agreements  

Infrastructure:  

- Gas distribution network 2

- Gas derivation plants 2.5

- Distribution metering equipment 5-7.5 or greater, depending on residual life

Concession expenses (*) 8.3 

Other intangible fixed assets  

- Industrial patent rights and intellectual property rights 20-33

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

(*) 	 These refer to the expenses incurred in awarding natural gas distribution concessions, which are amortised based on the term of the service contract (12 years). 

Goodwill and other intangible assets with an indefinite useful life are not subject to amortisation.

Grants

Capital grants given by public authorities 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, transfer or production cost of their related assets. Similarly, capital grants received from private 

entities are recognised in accordance with the same regulatory provisions.

Operating grants are recognised in the income statement on an accruals basis, consistent with the relative costs 

incurred.

Impairment of non-financial fixed assets

Impairment of property, plant and equipment and intangible assets with a finite useful life

When events occur leading to the assumption of impairment of property, plant and equipment or intangible assets with a 

finite useful life, their recoverability is tested by comparing the book value with the related recoverable value, which is the 

fair value adjusted for disposal costs (see “Measurement at fair value”) or the value in use, whichever is greater.

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 individual assets or for the smallest identifiable group of assets which, 

through ongoing use, generates incoming cash flow that is largely independent of those of other assets or groups of assets 

(Cash Generating Unit - CGU).

Specifically, the value in use of property, plant and equipment classed under regulated assets is determined by taking into 

consideration: (i) the projected cash flows generated from their use, quantified based on the rules used to define the tariffs 

for provision of the services for which they are intended; and (ii) any value that the group expects to recover from their sale 

or at the end of the concession governing the service for which they are intended. As with the quantification of tariffs, the 

quantification of the recoverable value of property, plant and equipment classed under regulated assets is done on the basis 

of the regulatory provisions in force.
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With reference in particular to distribution, the definition of the scope of the CGUs takes into account all assets and 

liabilities that are bound together by indivisibility restrictions within each individual concession.

If the reasons for impairment losses no longer apply, the assets are revalued and the adjustment is posted to the income 

statement as a revaluation (recovery of value). The recovery of value is applied to the lower of the recoverable value and the 

book value before any impairment losses previously carried out, less any depreciation that would have been recorded if an 

impairment loss had not been recorded for the asset. 

Impairment of goodwill and intangible assets with an indefinite useful life

The recoverability of the book value of goodwill and intangible assets with an indefinite useful life 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 CGU, 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 CGU. 

Goodwill impairment losses cannot be reversed.

Equity-accounted investments

Equity investments in joint ventures and associates are valued using the equity method.

When there are no significant effects on the balance sheet, statement of cash flows and income statement, associates not 

included in the scope of consolidation are valued using the equity method. 

In the case of assumption of an association (joint control) in successive phases, the cost of the equity investment is 

measured as the sum of the fair value of the interests previously held and the fair value of the consideration transferred on 

the date on which the investment is classed as associated (or under joint control). The effect of revaluing the book value of 

the investments previously held at assumption of association is posted to the income statement, including any components 

recognised under other components of comprehensive income.

In applying the equity method, investments are initially recognised at cost and subsequently adjusted to take into account: 

(i) the participant's share of the results of operations of the investee after the date of acquisition, and (ii) the share of the 

other components of comprehensive income of the investee. Dividends paid out by the investee are recognised net of the 

book value of the equity investment. For the purposes of applying the equity method, the adjustments provided for the 

consolidation process are taken into account (see also the “Consolidation principles” section). 

If there is objective evidence of impairment, recoverability is tested by comparing the book value with the related recoverable 

value determined using the criteria indicated in the section “Impairment of non-financial fixed assets”.

When the reasons for the impairment losses entered no longer apply, equity investments are revalued up to the amount of 

the impairment losses entered with the effect posted to the income statement under “Other income (expense) from equity 

investments”.

The parent company’s share of any losses of the investee company, greater than the investment’s book value, is recognised 

in a special provision to the extent that the parent company is committed to fulfilling its legal or implied obligations to the 

subsidiary/associate, or, in any event, to covering its losses.

Inventories

Inventories, including compulsory inventories, are recorded at the lower of purchase or production cost and net realisation 

value, which is the amount that the company expects to receive from their sale in the normal course of business. 

The cost of natural gas inventories is determined using 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.
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Financial instruments

The financial instruments held by Snam are included in the following balance sheet items:

Cash and cash equivalents 

Cash and cash equivalents include cash amounts, on demand deposits, and other short-term financial 

investments with a term of under three months, which are readily convertible into cash and for which the risk 

of a change in value is negligible. 

They are recorded at their nominal value, which corresponds to the fair value.  

Trade and other receivables and other assets

Trade and other receivables and other assets are valued when the comprehensive fair value of the costs of the 

transaction (e.g. commission, consultancy fees, etc.) are first recognised. The initial book value is then adjusted 

to account for repayments of principal, any impairment losses and the amortisation of the difference between 

the repayment amount and the initial book value. 

Amortisation is carried out using the effective internal interest rate, which represents the rate that would 

make the present value of projected cash flows and the initial book value equal at the time of the initial 

recording (“amortised cost method”). 

Where there is actual evidence of impairment, the impairment loss 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, inter alia, there are significant breaches of contract, major financial 

difficulties or the risk of the counterparty’s insolvency. 

Receivables are shown net of provisions for impairment losses; this provision, which is previously created, may 

be used if there is an assessed reduction in the asset’s value or due to a surplus. If the reasons for a previous 

impairment loss 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.  The economic effects of measuring at amortised cost are recorded 

in the “Financial income (expense)” item. 

Financial liabilities  

Financial liabilities, including financial debt, trade payables, other payables and other liabilities, are initially 

recorded at fair value less any transaction-related costs; they are subsequently recognised at amortised cost 

using the effective interest rate for discounting, as demonstrated in “Trade and other receivables and other 

assets” above. Financial liabilities are derecognised upon extinguishment or upon fulfilment, cancellation or 

maturity of the contractual obligation.

Derivative financial instruments

Derivatives are assets and liabilities recognised at fair value using the criteria set out under “Fair-value 

measurement” below. The fair value of derivative liabilities is adjusted to take into account the issuer’s non-

performance risk (see “Fair-value measurements”).

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 

hedging”; e.g. hedging the risk of fluctuations in the fair value of fixed-rate assets/liabilities), the derivatives 

are recognised at fair value with the effects reported in the income statement; by the same token, the hedged 

instruments are adjusted to reflect in the income statement the changes in fair value associated with the 

hedged risk, regardless of the provision of a different valuation criterion generally applicable to the instrument 

type. 
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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 or exchange rates), the changes 

in the fair value of the effective derivatives are initially recognised in the shareholders’ equity reserve for other 

components of comprehensive income and subsequently reported in the income statement in the same way as the 

economic effects produced by the hedged transaction. 

The ineffective portion of the hedge is recorded under “(Expense) income from derivatives” in the income statement. 

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. Specifically, changes in the fair value of non-hedging interest rate and currency 

derivatives are recognised in the income statement item “(Expense) income from derivatives”. 

 

Fair-value measurements

The fair value is the amount that may be received for the sale of an asset or that may be paid for the transfer of a 

liability in a regular transaction between market operators as at the valuation date (i.e. exit price). 

The fair value of an asset or liability is determined by adopting the valuations that market operators would use to 

determine the price of the asset or liability. A fair value measurement also assumes that the asset or liability would be 

traded on the main market or, failing that, on the most advantageous market to which the Company has access. 

The fair value of a non-financial asset is determined by considering the capacity of market operators to generate 

economic benefits by putting the asset to its maximum and best use or by selling it to another market participant 

capable of using it in such a way as to maximise its value. 

The fair-value measurement of a financial or non-financial liability, or of an equity instrument, takes into account the 

quoted price for the transfer of an identical or similar liability or equity instrument; if this quoted price is not available, 

the valuation of a corresponding asset held by a market operator as at the valuation date is taken into account. The 

determination of the fair value of a liability takes into account the risk that the Company may not be able to honour 

its obligations (“non-performance risk”).

When determining fair value, a hierarchy is set out consisting of criteria based on the origin, type and quality of the 

information used in the calculation. This classification aims to establish a hierarchy in terms of reliability of the fair 

value, giving precedence to the use of parameters that can be observed on the market and that reflect the assumptions 

that market participants would use when valuing the asset/liability. The fair value hierarchy includes the following 

levels:

•	 Level 1: inputs represented by (unmodified) quoted prices on active markets for assets or liabilities identical 

to those that can be accessed as at the valuation date; 

•	 Level 2: inputs, other than the quoted prices included in Level 1, that can be directly or indirectly observed 

for the assets or liabilities to be valued; 

•	 Level 3: inputs that cannot be observed for the asset or liability. 

In the absence of available market quotations, the fair value is determined by using valuation techniques suitable 

for each individual case that maximise the use of significant observable inputs, whilst minimising the use of non-

observable inputs.

Non-current assets held for sale and discontinued operations

Non-current assets and current and non-current assets of disposal groups are classified as held for sale if the relative 

book value will be recovered mainly by their sale rather than through their continued use. This condition is regarded as 

fulfilled when the sale is highly probable and the asset or discontinued operations are available for immediate sale in 

their current condition. 

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. 
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Non-current assets held for sale and disposal groups are not amortised or depreciated, and are measured at the lower 

of book value and the related fair value, less any sales costs (see “Fair-value measurements” above). The classification 

as “held for sale” of equity investments valued using the equity method implies suspended application of this 

measurement criterion. Therefore, in this case, the book value is equal to the value resulting from the application of the 

equity method at the date of reclassification.   

Any negative difference between the book value and the fair value less selling 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. 

Non-current assets and current and non-current assets (and any related liabilities) of disposal groups, classified as held 

for sale, constitute discontinued operations if, alternatively: (i) they represent a significant independent business unit 

or a significant geographical area of business; (ii) they are part of a programme to dispose of a significant independent 

business unit or a significant geographical area of business; or (iii) they pertain to a subsidiary acquired exclusively for 

the purpose of resale. The results of discontinued operations, as well as any capital gains/losses realised on the disposal, 

are disclosed separately in the income statement as a separate item, net of related tax effects.

In the case of a programme for the sale of a subsidiary that results in loss of control, all assets and liabilities of that 

subsidiary are classified as held for sale, regardless of the whether it maintains an investment after the sale.

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 for which the 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 probable; (ii) it is probable 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 the 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 of 

terminating the contract. 

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 relates to items of property, plant and equipment (such as dismantling and site restoration), 

changes in the estimate of the provision are recognised as a contra-entry to the asset to which they relate, up to the 

book values; any excess is recognised in the income statement. Charges to the income statement take place 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 dismantling and restoration), as a 

contra-entry to the related asset, up to the book value; any surplus is posted to the income statement.

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.
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Provisions for employee benefits

Post-employment benefits

Post-employment benefits are defined according to programmes, including non-formalised programmes, which, depending 

on their characteristics, are classed as “defined-contribution” or “defined-benefit” plans. 

•	 Defined-benefit plans

The liability associated with defined-benefit plans is determined by estimating the present value of the future benefits 

accrued by the employees during the current year and in previous years, and by calculating the fair value of any assets 

servicing the plan. The present value of the obligations is determined based on actuarial assumptions and is recognised on 

an accruals basis consistent with the employment period necessary to obtain the benefits.

Actuarial gains and losses relating to defined-benefit plans arising from changes in actuarial assumptions or experience 

adjustments are recognised in other comprehensive income in the period in which they occur, and are not subsequently 

recognised in the income statement. When a plan is changed, reduced or extinguished, the relative effects are recognised 

in the income statement. 

Net financial expense represents the change that the net liability undergoes during the year due to the passing of time. 

Net interest is determined by applying the discount rate to the liabilities, net of any assets servicing the plan. The net 

financial expense of defined-benefit plans is recognised in “Finance expense (income)”.

•	 Defined-contribution 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 costs associated with defined-benefit contributions are recognised in the income statement as and when they are 

incurred.

Other long-term plans

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.

Stock option plans

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 a 

contra-entry in the “Other reserves” item.

Treasury shares

Treasury shares are recognised at cost and entered as a reduction of shareholders’ equity. The economic effects deriving from 

any subsequent sales are recognised in shareholders’ equity.

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 distribution was approved by the Company’s shareholders or, in the case of interim dividends, by the 

Board of Directors.
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Foreign currency transactions

The criteria adopted by Snam to convert transactions in currencies other than the functional currency (i.e. the euro) are 

summarised below:

•	 revenue and costs relating to transactions in currencies other than the functional 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 functional currency are converted into euro by 

applying the exchange rate in effect on the reporting date, allocating the effect to the income statement.

•	 non-monetary assets and liabilities in currencies other than the functional currency which are 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 valuation date.

Revenue

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 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 the Snam Group, revenue is recognised when the service is provided. The largest 

share of core revenue relates to regulated revenue, which is governed by the regulatory framework established by the 

AEEGSI. Therefore, the economic terms and conditions of services provided are defined in accordance with regulations 

rather than negotiations. In the transportation segment7, the difference between the revenue recognised by the regulator 

(the “revenue cap”) and the revenue actually accrued is recognised with a contra-entry in the balance sheet under “Other 

assets”, if positive, or “Other liabilities”, if negative. This difference will be reversed in the income statement in future 

years by way of tariff changes. In the regasification, storage and distribution segments, however, any difference between 

the revenue recognised by the regulator and the accrued revenue is recognised in the balance sheet item “Trade and other 

receivables”, if positive, and in the item “Trade and other payables”, if negative, inasmuch as it will be subject to cash 

settlement with the Electricity Equalisation Fund.

Allocations of revenue 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.

Items of property, plant and equipment not used in concession services, transferred from customers (or realised with 

the cash transferred from customers) and depending on their connection to a network for the provision of supply, are 

recognised at fair value as a contra-entry to revenue in the income statement. When the agreement stipulates the 

provision of multiple services (e.g. connection and supply of goods), the service for which the asset was transferred from 

the customer is checked and, accordingly, the disclosure of the revenue is recognised on connection or for the shorter of 

the term of the supply and the useful life of the asset.

Revenue is recorded net of returns, discounts, allowances and bonuses, as well as directly related taxes. 

Revenue is presented net of the tariff-related items (over and above the tariff itself) used to cover general expenses of 

the gas system, offsetting revenue with related costs arising from the same kind of transactions in order to reflect the 

economic substance of the transactions. Amounts received from Snam are paid in full to the Electricity Equalisation Fund. 

Gross and net presentation of revenue is described in more detail in Note 25 - “Revenue” of the Notes to the consolidated 

financial statements.

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

recognised in revenue and costs.

7	 With regard to the capacity portion of revenue, penalties for exceeding committed capacity and unbalancing fees.
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Costs

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 allowances, calculated based on market prices, are reported only in the amount of the carbon 

dioxide emission allowance in excess of the allowances assigned; purchases costs for emission rights are capitalised and 

disclosed as intangible assets net of any negative balance between emissions made and allowances assigned. Earnings 

relating to emissions allowances are disclosed at the point of realising the earnings by transfer. In the case of transfers, if 

applicable, the emission rights purchased are regarded as sold first. The monetary receivables assigned in place of the free 

assignment of emissions allowances are recognised as a contra-entry under income statement item “Other revenue and 

income”. 

Fees relating to operating leases are amortised on a straight-line basis and charged to the income statement over the 

duration of the contract.

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

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.

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. 

Regarding corporate income tax (IRES), Snam has exercised the option to join the national tax consolidation scheme, to 

which all the consolidated companies have officially signed up. The projected payable is recognised under “Current income 

tax liabilities”.

The regulations governing Snam Group companies’ participation in the national tax consolidation scheme stipulates that:

•	 subsidiaries with positive taxable income pay the amount due to Snam. The taxable income of the subsidiary, 

used to determine the tax, is adjusted to account for the recovery of negative components that would have been 

non-deductible without the consolidation scheme (e.g. interest expense), the so-called “ACE” (help for economic 

growth) effect and any negative taxable income relating to the subsidiary’s equity investments in consolidated 

companies;

•	 subsidiaries with negative taxable income, if and insofar as they have prospective profitability which, without 

the national tax consolidation scheme, would have enabled them to recognise deferred tax assets related to the 

negative taxable income on the separate balance sheet, receive from their shareholders - in the event that these 

are companies with a positive taxable income or a negative taxable income with prospective profitability - or 

from Snam in other cases, compensation amounting to the lower of the tax saving realised by the group and the 

aforementioned deferred tax assets. 

The additional IRES payable pursuant to Article 81, paragraph 16 of Decree Law 112/2008, converted by Law 133/2008 

(the so-called “Robin Hood Tax”) is recorded under “Current income tax liabilities”, inasmuch as the companies subject to 

the tax must pay it independently, even if they are part of the national tax consolidation scheme.

Regional production tax (IRAP) 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, based on the prevailing tax 

regulations and rates or those essentially approved for future years. Prepaid tax assets are recognised when their recovery 

is considered probable; specifically, the recoverability of prepaid tax assets is considered probable when taxable income 

is expected to be available in the period in which the temporary difference is cancelled, allowing the activation of the tax 

deduction.  
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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 transactions are recognised directly in equity, prepaid and deferred current taxes are also 

posted to equity.

Information by operating segment

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 revenue and incur expenses (including revenue and expenses relating to transactions with other components 

of the same entity); (ii) for which the operating results are regularly reviewed by the entity’s most senior decision-makers 

for the purpose of making decisions about resources to be allocated to the segment and assessing its performance; and 

(iii) for which separate financial information is available.

Specifically, the declared operating segments are as follows: (i) natural gas transportation (the “Transportation segment”); 

(ii) liquefied natural gas regasification (the “Regasification segment”); (iii) natural gas storage (the “Storage segment”); and 

(iv) natural gas distribution (the “Distribution segment”). They relate to activities carried out predominantly by Snam Rete 

Gas, GNL Italia, Stogit and Italgas, respectively.

4) Financial statements8 

The formats adopted for the preparation of the financial statements are consistent with the provisions of IAS 1 - 

“Presentation of financial statements” (hereinafter “IAS 1”). In particular:

•	 the statement of financial position items are broken down into assets and liabilities, and then further into current 

or non-current items;

•	 the income statement classifies costs by type, since this is deemed to be the best way of representing the 

Company’s operations and is in line with international best practice;

•	 the statement of comprehensive income shows the profit or loss in addition to the income and expense recognised 

directly in shareholders' equity as expressly provided for by the IFRS;

•	 the statement of changes in shareholders’ equity reports the total income (expense) for the financial year, 

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 year of non-

monetary components.

It is believed that these statements adequately represent the group’s situation with regard to its balance sheet, 

income statement and financial position.

Moreover, pursuant to Consob Resolution No. 15519 of 28 July 2006, any income and expense from non-recurring 

operations is shown separately in the income statement.

With regard to the same Consob Resolution, the balances of receivables/payables and transactions with related 

parties, described in more detail in Note 33 – “Related-party transactions”, are shown separately in the financial 

statements.

In compliance with IAS 1, unless otherwise stated, comparative data refer to the previous year.

8	 The financial statements are the same as those adopted for the 2013 Annual Report.
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5) Use of estimates 

The application of generally accepted accounting principles for the preparation of financial statements 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 revenue 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. 

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 estimates regarding matters that are by nature uncertain. Any change in the conditions forming 

the basis of the judgements, assumptions and estimates used could have a significant impact on subsequent 

results.

Impairment of assets

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 management assessment of 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 value in use, 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 and production profiles - and are updated using a rate that takes account of the risk inherent to the 

asset concerned.  

More information on the impairment test carried out by management on property, plant and equipment and on intangible 

assets can be found in the “Impairment of non-financial fixed assets” section.

Provision for site dismantling and restoration

The Snam Group incurs significant liabilities associated with obligations to remove and dismantle plants or parts of plants. 

Estimating future dismantling 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 

compliance with dismantling and restoration obligations, which often cannot be fully defined by laws, administrative 

regulations or contractual clauses. In addition, these obligations are affected by constant changes in technology and in 

dismantling 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 dismantling and restoration costs also depends on the accounting method used for these 

costs, for which the current value is initially capitalised together 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 updated to 

reflect the passing of time and any changes in the estimate as a result of changes in expected cash flows, the timing of 

their realisation and the discount rates applied. The calculation 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. 
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Business combinations

The reporting of business combination transactions involves the allocation 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 allocation of the difference is carried out by recognising the assets and liabilities at their fair value. The unallocated 

portion, if positive, is recognised as goodwill; if negative, it is allocated to the income statement. In the allocation process, 

the Snam Group draws on the available information and, for the most significant business combinations, on external 

valuations.

Environmental liabilities

The Snam Group is subject, in relation to its activities, to numerous laws and regulations on environmental protection 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 group 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, it 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 possible emergence of contamination; (ii) the results of current and future refurbishment and the other 

possible effects arising from the application of the laws in force; (iii) the possible effects of new laws and regulations 

for environmental protection; (iv) the effects of any technological innovations for environmental cleansing; and (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.

Provisions for employee benefits

Defined-benefit plans are valued on the basis of uncertain events and actuarial assumptions which include, inter alia, 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 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; and (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. 

The differences between the actual and expected costs and between the actual returns and interest income on the assets 

servicing the plan are verified in the normal manner and are defined as actuarial gains or losses. Actuarial gains and losses 

relating to defined-benefit plans are recognised in the statement of comprehensive income. 

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 fully recognised in the income 

statement.          

Provisions for risks and charges

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 

estimate 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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6) Recently issued accounting standards

Accounting standards and interpretations issued by the IASB/IFRIC and approved by the European Commission, 

but not yet applied 

The IFRS approved by the European Commission in 2014 are listed and summarised below.

Regulation 2015/28 issued by the European Commission on 17 December 2014 approved the regulatory 

provisions in the document “Annual Improvements to International Financial Reporting Standards 2010-2012 

Cycle”. These provisions made amendments to: (i) IFRS 2, by clarifying the definition of “vesting condition” and 

adding definitions of service and result conditions; (ii) IFRS 3, by clarifying that obligations to pay contingent 

considerations, other than those defined as equity instruments, are measured at fair value through profit or 

loss at each reporting date; (iii) IFRS 8, by requiring disclosure of the judgements made by management in 

aggregating the operating segments, including a description of the segments that have been aggregated and the 

economic indicators that have been assessed in determining that the aggregated segments share similar economic 

characteristics; (iv) IAS 16 and IAS 38, by clarifying the way in which the gross carrying amount is calculated when 

revaluation takes place; and (v) IAS 24, by establishing the information to be provided when a third party provides 

key management personnel services to the reporting entity. The new provisions will take effect from financial years 

starting on or after 1 February 2015.

Regulation 1361/2014 issued by the European Commission on 18 December 2014 approved the provisions in 

the document “Annual Improvements to International Financial Reporting Standards 2011-2013 Cycle”. The 

provisions contained in the document made amendments to: (i) IFRS 3, by clarifying that IFRS 3 does not apply 

to the accounting for the formation of a joint arrangement (as defined by IFRS 11) in the financial statements of 

the joint arrangement itself; (ii) IFRS 13, by clarifying that the provision allowing the fair-value measurement of 

a group of financial assets and liabilities on a net basis applies to all contracts (including non-financial contracts) 

within the scope of IAS 39 or IFRS 9; and (iii) IAS 40, by clarifying that reference should be made to IFRS 3 to 

determine whether or not the acquisition of investment property constitutes a business combination. The new 

provisions are applicable as of financial years starting on or after 1 January 2015.

Regulation 2015/29, issued by the European Commission on 17 December 2014, approved the amendments made 

to IAS 19 by the provisions of the document “Defined benefit plans: employee contributions”. The amendments 

allow contributions paid by employees or third parties that are independent of the number of years of service to 

be recognised as a reduction in the current service cost for the period, instead of attributing these contributions 

across the entire time period in which the service is rendered. The new provisions will take effect from financial 

years starting on or after 1 February 2015.

  

Accounting standards and interpretations issued by the IASB/IFRIC and not yet approved by the European 

Commission

Listed and described below are the newly issued amendments, principles and interpretations which, as at the 

preparation date of these financial statements, have not yet been approved by the European Commission but which 

cover subjects that are relevant to the group’s financial statements. 

Since the texts mentioned below are yet to be approved by the European Commission, the effectiveness of their 

provisions may be deferred to a later date than specified therein.

With reference to the description of newly issued accounting principles, IASB rulings yet to be approved by the 

European Commission are reported below. 

On 30 January 2014, the IASB issued the document “IFRS 14 Regulatory Deferral Accounts”, the interim standard 

for the Rate-regulated Activities project. The document’s scope includes First-time Adopters which, according to the 

provisions of IFRS 14, are allowed to continue recognising amounts related to rate-regulated activities in accordance 

with the previous standards. In order to improve comparability with entities that already applied IFRS, the standard 

requires that the effect of this accounting method be presented separately from the other items. 
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On 6 May 2014, the IASB issued the document “Accounting for Acquisitions of Interests in Joint Operations 

(Amendments to IFRS 11)”, in order to clarify the accounting treatment of acquisitions of interests in joint 

operations representing a business. 

On 12 May 2014, the IASB issued the document “Clarification of Acceptable Methods of Depreciation and 

Amortisation (Amendments to IAS 16 and IAS 38)”, in order to clarify that a revenue-based method of depreciation 

and amortisation is not considered to be appropriate since it reflects only the revenue flows generated by the asset 

in question and not the way in which the economic benefits embodied in said asset are consumed.

In compliance with the decrees provided by the IASB, the provisions contained in the aforementioned documents will 

take effect from financial years starting on or after 1 January 2016, notwithstanding subsequent deferrals established 

upon approval by the European Commission.

On 28 May 2014, the IASB issued the document “IFRS 15 - Revenue from Contracts with Customers”, which provides 

a single model for recognising revenue based on the transfer of control of a good or service to a customer. This 

new standard represents a significant departure from the current requirements set forth by IFRS. It provides a more 

structured approach to measuring and recognising revenue, including a detailed application guide. In compliance 

with the decrees provided by the IASB, the provisions contained in IFRS 15 will take effect from financial years 

starting on or after 1 January 2017, notwithstanding subsequent deferrals established upon approval by the European 

Commission.

On 24 July 2014, the IASB issued the document “IFRS 9 - Financial Instruments”, together with the relevant Basis 

for Conclusions and Implementation Guidance, to replace all previously issued versions of the standard. The new 

provisions: (i) provide for simpler classification categories for financial instruments and for this classification to be 

based on the characteristics of the instrument and the business model of the company in question; they also remove 

the obligation to separate embedded derivatives; (ii) identify a new impairment model that uses forward-looking 

information to bring forward the recognition of credit losses compared with the incurred-loss model, which delays 

recognition until a loss event takes place; and (iii) introduce substantial reforms to hedge accounting in order to 

ensure that hedges are aligned with the companies’ risk management strategies and founded on a more principle-

based approach.  The provisions of the aforementioned texts, which replace those contained in IAS 39 - “Financial 

Instruments: Recognition and Measurement”, will take effect from financial years starting on or after 1 January 2018, 

notwithstanding any subsequent deferrals established upon approval by the European Commission. 

On 12 August 2014, the IASB issued the document “Equity Method in Separate Financial Statements - Amendments 

to IAS 27”, the provisions of which permit the equity accounting of investments in subsidiaries, joint ventures and 

associates in separate financial statements as well the previous cost method or in compliance with IAS 39. The 

chosen accounting option must be applied across all equity investment categories. 

On 11 September 2014, the IASB issued the document “Sale or Contribution of Assets between an Investor and its 

Associate or Joint Venture - Amendments to IFRS 10 and IAS 28”. The amendments introduced aim to provide a 

more detailed definition of the accounting treatment of gains or losses arising from transactions with joint ventures 

or associates measured using the equity method, particularly in relation to: (i) the loss of control of a subsidiary 

(governed by IFRS 10), and (ii) downstream transactions (governed by IAS 28). The accounting treatment to be 

adopted in the financial statements of the investor depends on whether the object of the transaction is a business, 

as defined by IFRS 3. The amendments introduced specify that: (i) the gains (or losses) from the re-measurement 

at fair value of an investment held in a previous subsidiary that is not a business, which now qualifies as an equity-

accounted joint venture or associate, are recognised in the investor’s financial statements only to the extent of the 

share held by minority investors in said joint venture or associate; and (ii) the gains (or losses) from downstream 

transactions between an entity and its joint ventures or associates, relating to assets that do not constitute a 

business, must be recognised in the entity’s financial statements in full (IAS 28). 
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On 25 September 2014, the IASB issued the document “Annual Improvements to IFRS 2012-2014 Cycle”, which: (i) in 

relation to IFRS 5, clarifies that any change in classification of an asset (or disposal group) from held for sale to held 

for distribution to shareholders (or vice-versa) should be considered as a continuation of the original disposal plan 

rather than as a new plan; (ii) in relation to IFRS 7 - “Financial Instruments: Disclosures”, provides additional guidance 

on determining whether there is continued involvement in transferred financial assets, in the case where there is 

a related servicing contract, in order to establish the level of disclosure required; in relation to the same standard, 

it also clarifies the applicability of disclosure required on the offsetting of financial assets and liabilities in interim 

financial statements; (iii) in relation to IAS 19, it clarifies that the rate used to discount bonds must be determined 

using the market yields on leading corporate bonds denominated in the same currency rather than at country 

level; and (iv) in relation to IAS 34, it clarifies the meaning of disclosure “elsewhere in the interim financial report”, 

specifying that this information must be available in the same timeframes.

On 18 December 2014, the IASB issued the document “Disclosure Initiative - Amendments to IAS 1”, which includes 

a series of clarifications on materiality, the aggregation of items, the structure of notes to the financial statements, 

information about accounting criteria and the presentation of other components of comprehensive income arising 

from the equity accounting of equity investments.

On the same date, the IASB issued the document “Investment Entities: Applying the Consolidation Exception 

- Amendments to IFRS 10, IFRS 12 and IAS 28”, which clarifies the issues relating to the application of the 

consolidation exception for investment entities.

In compliance with the decrees provided by the IASB, the provisions contained in the aforementioned documents will 

take effect from financial years starting on or after 1 January 2016, notwithstanding subsequent deferrals established 

upon approval by the European Commission.

7) Cash and cash equivalents

Cash and cash equivalents of €74 million (€2 million as at 31 December 2013) refer to current account deposits 

with banks and relate mainly to: (i) deposit accounts set up for portfolio transactions in the distribution segment 

(€47 million); and (ii) cash at Gasrule Insurance Ltd for the performance of the group’s insurance activities (€25 

million).

The book value of cash and cash equivalents approximates to their fair value. They are not subject to any usage 

restrictions.

A comprehensive analysis of the financial situation and major cash commitments during the year can be found in 

the statement of cash flows.
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8) Trade and other receivables

Trade and other receivables of €2,081 million (€2,442 million at 31 December 2013) comprise: 

(e  million)
31.12.2013

Maturity
31.12.2014 

Maturity               

Within 
the year

Between 
1 and 5

years
Beyond
5 years Total

Within 
the year

Between 
1 and 5

years
Beyond
5 years Total

Trade receivables 2,169 99 2,268 1,620 108  1,728

Financial receivables: 2 2 216 216

- held for operations 2 2    

- not held for operations 216   216

Receivables from investment/divestment activities 12   12 13   13

Other receivables 160   160 124   124

2,343 99 2,442 1,973 108 2,081

Trade receivables of €1,728 million (€2,268 million at 31 December 2013) mainly refer to the natural gas 

transportation (€1,068 million), distribution (€399 million) and storage (€242 million) segments.

Trade receivables in the transportation segment (€1,068 million) include those arising from the provision of natural 

gas balancing services (€506 million)9, which have been operational since 1 December 2011 pursuant to AEEGSI 

Resolution ARG/gas 45/11. Pursuant to this measure, the leading natural gas transportation company (Snam Rete 

Gas), in its role as Balancing Supervisor, is obliged to procure the quantities of gas required to balance the system 

and offered on the market by users through a dedicated platform of the Energy Markets Operator, and to financially 

settle the imbalances of individual users by buying and selling gas on the basis of a benchmark unit price (the 

“principle of economic merit”). Although the effects of this activity are essentially neutral in terms of the Company's 

income statement and it does not receive specific compensation for performing this role, the gas sales generated by 

balancing activities in the 2014 financial year and offset in costs totalled around €1.7 billion.

Trade receivables relating to the storage segment (€242 million) include the effects of the addition of revenue 

connected to the allocation of natural gas storage capacity by auction10. The fall in trade receivables compared with 

31 December 2013 (€493 million) was due mainly to:

•	 presentation of the item “Trade and other receivables” net of the related liabilities11 associated with the strategic 

gas withdrawals by certain users in 2010 and 2011, in connection with which the fees set by the AEEGSI have not 

been paid and the quantities withdrawn have not been replenished within the time frames set forth in the Storage 

Code. This presentation of liabilities, in a total amount of €420 million, follows recent developments in the 

ongoing bankruptcy procedures, which suggest that it is unlikely that Stogit will be able to collect the receivables 

it is owed and that the gas wrongfully withdrawn will be replenished;

•	 the offsetting of receivables with the related payables (€83 million) for the replenishment of some of the strategic 

gas by two users of the storage service.

9	 Trade receivables include the present value of outstanding receivables and related interest for the balancing service (€147 million), of which €108 million, taking account of the timing of repayments 
pursuant to AEEGSI Resolution 351/2012/R/gas, falls due beyond next year.

10	 This revenue follows application of AEEGSI Resolution 295/2014/R/gas “Provisions on the financial settlement of storage services for the thermal year 2014-2015”, published on 23 June 2014. More 
information can be found in the “Business segment operating performance - Natural gas storage - Regulation and other provisions” section of the Directors’ Report.

11	 As part of the regulatory regime in force before the current balancing regulations, considering the applicable regulatory framework (see 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 fees for the use of strategic gas, the Company recognised a liability 
of equal amount. Information on the strategic gas withdrawals made by users and the credit recovery measures taken by Snam is provided in Note 24 - “Guarantees, commitments and risks - Recovering 
receivables from users of the storage system”.
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Receivables are reported net of the provision for impairment losses of €34 million (€44 million at 31 December 

2013). Changes in the provision for impairment losses on receivables during the year are shown below:

(e  million)
Provision for 
impairment 

losses at  
al 31.12.2013 Provisions Utilisations

Changes 
in scope of 

consolidation
Other 

changes

Provision for 
impairment 

losses at 
al 31.12.2014

Trade receivables 43 5  (6) 1  (10) 33

Other receivables 1     1

 44 5  (6) 1  (10) 34

Provisions (€5 million) relate mainly to trade receivables in the transportation segment (€3 million).

Utilisations (€6 million) relate mainly to the portion of the provisions associated with the transportation segment 

(€5 million).

The changes in the scope of consolidation (€1 million) concern A.E.S. S.p.A, which was consolidated in the 

distribution segment as of 1 July 2014.

Other changes (-€10 million) relate mainly to the use of the provision for impairment losses to write off bad 

debts mainly relating primarily to the transportation segment (€6 million).

Financial receivables not held for operations (€216 million) refer to Snam S.p.A. awarding a short-term revolving 

credit line to Trans Austria Gasleitung GmbH (TAG) following contractual agreements regarding the acquisition of 

CDP Gas S.r.l.’s equity investment in TAG12.

Receivables from investment/divestment activities (€13 million; €12 million at 31 December 2013) concern 

receivables for public and private grants for investment activities (€7 million) and receivables from the sale of 

property, plant and equipment and intangible assets (€6 million). 

Other receivables of €124 million (€160 million at 31 December 2013) comprise:

(e  million) 31.12.2013 31.12.2014

IRES receivables for the national tax consolidation scheme 30 32

Other receivables: 130 92

- Electricity Equalisation Fund (EEF) 60 49

- Advances to suppliers 8 6

- Other 62 37

160 124

12	 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 shareholder. Moreover, on the completion date, 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.
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IRES receivables for the national tax consolidation scheme (€32 million, compared with €30 million at 31 December 

2013) concern receivables with the former parent company, eni, relating to the IRES refund request resulting from the 

partial IRAP deduction relating to tax years 2004-2007 (pursuant to Article 6 of Decree-Law No. 185 of 28 November 

2008, enacted by Law No. 2 of 28 January 2009) and tax years 2007-2011 (pursuant to Decree-Law 201/2011).

Receivables from the Electricity Equalisation Fund (€49 million, compared with €60 million at 31 December 2013) relate 

mainly to additional tariff components in the distribution segment.

The item “Other” (€37 million, compared with €62 million at 31 December 2013) refers mainly to receivables from 

government authorities in the natural gas distribution segment. 

The market value of trade and other receivables is analysed in Note 24 - “Guarantees, commitments and risks - Other 

information about financial instruments”. All receivables are in euros. 

The seniority of trade and other receivables is shown below:  

(e  million) 31.12.2013                31.12.2014               

Trade 
receivables

Other 
receivables Total

Trade 
receivables

Other 
receivables Total

Non-overdue and non-impaired receivables 1,553 168 1,721 1,482 345 1,827

Overdue and non-impaired receivables: 715 6 721 246 8 254

- 0-3 months overdue 21  21 49  49

- 3-6 months overdue 4  4 3 1 4

- 6-12 months overdue 8  8 3 5 8

- more than 12 months overdue 682 6 688 191 2 193

2,268 174 2,442 1,728 353 2,081

Overdue and non-impaired receivables (€254 million; €721 million at 31 December 2013) refer mainly to the 

natural gas storage sectors (€127 million), primarily concerning VAT invoiced to users for the use of withdrawn 

strategic gas they had not replenished within the timeframes established by the Storage Code, transportation (€70 

million), arising essentially from the balancing service13, and distribution (€56 million) segments. 

The decrease in overdue and non-impaired receivables compared with 31 December 2013 (€467 million) was due 

mainly to the aforementioned difference in the way in which the effects of the strategic gas withdrawals made in 

2010 and 2011 were presented in the balance sheet.

Receivables from related parties are described in Note 33 - “Related-party transactions”. 

Specific information on credit risk can be found in Note 24 “Guarantees, commitments and risks - Management of 

financial risks - Credit risk”. 

13	 Information on balancing and the credit recovery measures taken by Snam is provided in Note 24 – “Guarantees, commitments and risks - Recovering receivables from certain users of the transportation 
and balancing system”.
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9) Inventories 

Inventories of €518 million (€519 million at 31 December 2013) are analysed in the table below:

31.12.2013                31.12.2014               

(e  million) Gross 
amount

Impairment 
losses

Net 
value

Gross 
amount

Impairment 
losses

Net 
value

Inventories (current assets): 162  (6) 156 191  (36) 155

- Raw materials, consumables and supplies 102  (6) 96 131  (6) 125

- Finished products and merchandise 60  60 60  (30) 30

Compulsory inventories (non-current assets) 363 363 363 363

525  (6) 519 554  (36) 518

Inventories (current assets)

Inventories of raw materials, consumables and supplies (€125 million, compared with €96 million at 31 December 

2013) primarily include: (i) natural gas used for transportation activities (€45 million); and (ii) stock materials 

relating to the pipeline network (€44 million), the distribution network (€15 million) and storage plants (€10 

million).

Inventories of finished products and merchandise (€30 million, compared with €60 million at 31 December 2013) 

refer to the natural gas present in the storage system (739 million standard cubic metres, unchanged from 31 

December 2013) and do not include compulsory inventories, recognised under “Non-current assets” in the balance 

sheet.

Inventories are reported net of the provision for impairment losses of €36 million (€6 million at 31 December 

2013).

Changes in the provision for impairment losses during the year are shown below:

(e  million) Impairment losses  
at 31.12.2013 Provisions 

Impairment losses  
at 31.12.2014

Raw materials, consumables and supplies 6  6

Finished products and merchandise  30 30

6 30 36

Provisions (€30 million) refer to the impairment of €0.4 billion cubic metres of natural gas used in the storage 

segment. Owing to the failure of some users to replenish the strategic gas they withdrew in 2010 and 2011 within 

the timeframes established by the Storage Code, a provision was made equal to the book value of the gas wrongfully 

withdrawn14.

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

14	 For more information, see Note 8 - “Trade and other receivables”.
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Compulsory inventories (non-current assets)	

Compulsory inventories (€363 million, unchanged from 31 December 2013) comprise minimum quantities of natural 

gas that the storage companies are obliged to hold pursuant to Presidential Decree No. 22 of 31 January 2001. The 

quantities of natural gas in stock, equal to around 4.5 billion standard cubic metres, are determined annually by the 

Ministry of Economic Development15. 

10) Current income tax assets/liabilities and other current tax assets/liabilities

Income tax assets/liabilities and other tax assets/liabilities break down as follows:

(e  million) 31.12.2013 31.12.2014

Current income tax assets 15 48

- IRES 7 35

- IRAP 8 13

Other current tax assets 8 10

- IVA 3 2

- Altre imposte 5 8

23 58

Current income tax liabilities  (95)  (1)

- IRES  (92) (1)

- IRAP  (3)  

Other current tax liabilities  (47)  (20)

- IVA  (34)  (6)

- IRPEF withholdings for employees  (12)  (13)

- Other taxes  (1)  (1)

 (142)  (21)

Current income tax assets of €48 million (€15 million at 31 December 2013) relate mainly to: (i) higher IRES 

payments on account in relation to the national tax consolidation scheme (€15 million); (ii) receivables for higher 

advance tax payments made in relation to additional IRES (€14 million); and (iii) IRAP receivables (€13 million).

Other current tax assets of €10 million (€8 million at 31 December 2013) refer essentially to stamp duty refund 

requests made to the tax authorities (€5 million). 

Other current tax liabilities of €20 million (€47 million at 31 December 2013) mainly relate to IRPEF (personal 

income tax) withholdings for employees (€13 million) and VAT payables (€6 million).

Taxes pertaining to the year under review are shown in Note 30 - “Income taxes”.

15	 On 26 January 2015, the Ministry set the strategic storage volume at 4.62 billion cubic metres for the contractual storage year 2015-2016 (1 April 2015 - 31 March 2016), which is unchanged from the 
previous year (1 April 2014 - 31 March 2015). The Stogit share was unchanged at 4.5 billion cubic metres. 
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11) Other current and non-current assets

Other current assets of €108 million (€95 million at 31 December 2013) and other non-current assets of €167 

million (€147 million at 31 December 2013) break down as follows:

(e  million) 31.12.2013                31.12.2014               

Current
Non-

current Total Current
Non-

current Total

Other regulated assets 61 80 141 47 97 144

Market value of derivative financial instruments 1 5 6

Other assets: 34 67 101 60 65 125

- Prepayments 34 32 66 13 25 38

- Security deposits  14 14  15 15

- Other  21 21 47 25 72

95 147 242 108 167 275

Other regulated assets (€144 million; €141 million at 31 December 2013) relate to the natural gas transportation 

service and refer mainly to the shortfall in amounts invoiced compared with the restriction imposed by the 

regulatory authority (€142 million)16, of which the current portion accounts for €46 million (€56 million at 31 

December 2013) and the non-current portion accounts for €96 million (€80 million at 31 December 2013).

The market value of derivatives outstanding at 31 December 2014 is as follows:

(e  million) 31.12.2013                31.12.2014               

Current
Non-

current Total Current
Non-

current Total

Other assets 1 5 6

Fair value hedging derivatives:    

- Fair value interest rate hedging derivatives 1 5 6

Other liabilities  (1)  (6)  (7)  (1)  (9)  (10)

Cash flow hedging derivatives:      

- Fair value exchange rate hedging derivatives   (6)  (6)   (9)  (9)

- Accrued expenses on derivatives  (1)   (1)  (1)   (1)

The assets arising from the market-value measurement of fair value hedge derivatives (+€6 million) refer to an 

interest rate swap (IRS) entered into in 2014. The IRS is used to hedge against fluctuations in the fair value of a 

fixed-rate liability arising from a €500 million long-term bond issue. The eight-year bond has a maturity of 21 April 

2023 and a fixed annual coupon of 1.5%. The IRS has converted the fixed-rate liability into an equivalent floating-

rate liability benchmarked to the 12-month Euribor + 0.5645%.

16	 See Note 3 “Measurement criteria - Revenue”. 
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The main characteristics of the derivative in question are summarised in the table below:
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The liabilities arising from the market-value measurement of cash flow hedging derivatives (-€10 million) refer to 

a cross-currency swap (CCS) entered into in 2013. The CCS is used to hedge against fluctuations in the exchange 

rate of a ¥10 billion long-term bond issue. The six-year bond has a maturity of 25 October 2019 and a half-yearly 

coupon with an annual fixed rate of 1.115%.  The CCS has converted the fixed-rate, foreign-currency liability into an 

equivalent liability in euro with a fixed annual rate of 2.717%.

The main characteristics of the derivative in question are summarised in the table below:
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Swap 25.10.2013 25.10.2019 4.8 133.98 138.2 75 75  (7)  (10) 

(*) 	 Equal to a value of ¥10 billion at an exchange rate of ¥133.98/€.

In relation to such contracts, Snam agrees with its counterparties on the exchange of two capital flows (at the time 

of entering into the contract and upon the maturity of the underlying financial instrument) and/or periodic interest 

flows (on the same dates stipulated for the hedged item) denominated in different currencies at a predetermined 

exchange rate.

The fair value of hedging derivatives and their classification as a current or non-current asset/liability have been 

determined using generally accepted financial measurement models and market parameters at the end of the year. 

Information on the risks being hedged by the derivatives and on policies adopted by the Company to hedge against 

these risks is provided in Note 24 - “Guarantees, commitments and risks - Management of financial risks”.
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The item “Other assets” (€125 million; €101 million at 31 December 2013) essentially comprises:  

•	 prepayments (€38 million), relating mainly to up-front fees and the substitute tax on revolving credit lines17 (€36 

million) and to insurance premiums (€2 million). The current and non-current portions amount to €13 million and 

€25 million respectively (€34 million and €32 million at 31 December 2013);

•	 security deposits (€15 million), relating mainly to the natural gas transportation segment;

•	 transportation segment assets (€68 million) recorded essentially in relation to lower quantities of fuel gas 

allocated by users in previous years pursuant to Resolution ARG/gas 184/09 compared with the quantities actually 

used in said years, subject to equalisation in the coming years by way of an increase in the quantities allocated by 

these users. The current and non-current portions amount to €45 million and €23 million respectively.

12) Property, plant and equipment

Property, plant and equipment of €15,399 million (€14,851 million at 31 December 2013) breaks down as follows: 
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Cost at 31.12.2012 153 612 17,702 226 96 1,650 20,439

Investments 4 3  11 1 877 896

Disposals    (17)  (8)  (3)  (3)  (31)

Other changes and reclassifications 3 40 549  (3) 15  (635)  (31)

Cost at 31.12.2013 160 655 18,234 226 109 1,889 21,273

        

Provisions for amortisation and depreciation 
at 31.12.2012   (204)  (5,473)  (162)  (67)   (5,906)

Amortisation and depreciation   (12)  (486)  (21)  (9)   (528)

Disposals   12 7 3  22

Other changes and reclassifications   (1) 10 4  (2)  11

Provisions for amortisation and depreciation 
at 31.12.2013   (217)  (5,937)  (172)  (75)  (6,401)

        

Provision for impairment losses at 31.12.2012   (5)  (6)     (11)

(Impairment losses)/reversals    (10)     (10)

Provision for impairment losses at 31.12.2013  (5)  (16)  (21)

Net balance at 31.12.2012 153 403 12,223 64 29 1,650 14,522

Net balance at 31.12.2013 160 433 12,281 54 34 1,889 14,851

17	 Upfront fees and the substitute tax are to be considered as “transaction costs” pursuant to IAS 39 – “Financial instruments: Recognition and Measurement”; the relevant charges are spread over the 
expected lifetime of the financial instrument. 
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  31.12.2014
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Cost at 31.12.2013 160 655 18,234 226 109 1,889 21,273

Investments 1 2 2 14  894 913

Change in scope of consolidation 2 38  12 3  55

Disposals    (34)  (11)  (7) 1  (51)

Other changes and reclassifications 2 26 1,051  (5) 17  (955) 136

Cost at 31.12.2014 165 721 19,253 236 122 1,829 22,326

       

Provisions for depreciation at 31.12.2013   (217)  (5,937)  (172)  (75)   (6,401)

Amortisation and depreciation   (14)  (489)  (16)  (11)   (530)

Change in scope of consolidation   (18)   (5)  (3)   (26)

Disposals   26 9 7  42

Other changes and reclassifications  8  4 3  15

Provisions for depreciation at 31.12.2014  (241)  (6,400)  (180)  (79)  (6,900)

      

Provision for impairment losses at 31.12.2013  (5)  (16)   (21)

(Impairment losses)/reversals   (6)   (6)

Provision for impairment losses at 31.12.2014  (5)  (22)   (27)

Net balance at 31.12.2013 160 433 12,281 54 34 1,889 14,851

Net balance at 31.12.2014 165 475 12,831 56 43 1,829 15,399

Property, plant and equipment (€15,399 million, compared with €14,851 million at 31 December 2013) relates 

mainly to transportation (€12,385 million), storage (€2,696 million), distribution (€226 million) and regasification 

(€88 million) infrastructure.

Investments18 (€913 million) refer mainly to the transportation (€664 million), storage (€229 million) and 

distribution segments (€12 million). 

During the year, Snam capitalised €36 million of financial expenses (€34 million in 2013). 

Depreciation (€530 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.

During the year, there were no changes in the estimated useful life of assets or in the depreciation rates applied and 

explained by category in Note 3 - “Measurement criteria - Property, plant and equipment”.

Capital contributions from government authorities and other entities (€76 million and €282 million; €75 million 

and €257 million respectively at 31 December 2013) are recorded as a deduction in the net value of property, plant 

and equipment.

18	 Investments by business segment are shown in the “Business segment operating performance” section of the Directors’ Report.
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Changes in the scope of consolidation of €29 million relate to the acquisition by Italgas S.p.A. of control of A.E.S.19  

Disposals (€9 million) relate mainly to sections of pipelines and some components of compression stations.

Impairment losses and reversals (€6 million) refer essentially to the impairment of auxiliary piping in the 

transportation segment. 

The value of plant and equipment includes site dismantling and restoration costs (€322 million), relating mainly to 

natural gas storage (€196 million) and transportation (€123 million) sites.

Other changes and reclassifications (€151 million) relate essentially to: (i) the change in estimated (discounted) 

costs for site restoration and dismantling (+€157 million) in the natural gas storage and transportation segments, 

which are offset by the recognition of a specific provision20; (ii) the change in stocks of pipes and related accessory 

materials purchased for investment purposes and not yet used in the production of plants in the natural gas 

transportation segment (+€35 million); and (iii) grants for the period (-€31 million). 

Contractual commitments to purchase property, plant and equipment, and to provide services related to the 

construction thereof, are reported in Note 24 - “Guarantees, commitments and risks”. 

Property, plant and equipment by business segment

Pursuant to the provisions of IFRS 8 - “Operating segments”, a breakdown of property, plant and equipment by 

business segment appears below:

(e  million) 31.12.2013 31.12.2014

Historical cost 21,273 22,326

Transportation 17,447 18,133

Storage 3,187 3,512

Distribution 490 532

Regasification 136 142

Corporate and other activities 13 7

Provision for depreciation and impairment losses  (6,422)  (6,927)

Transportation  (5,314)  (5,748)

Storage  (767)  (816)

Distribution  (282)  (306)

Regasification  (49)  (54)

Corporate and other activities  (10)  (3)

Net balance 14,851 15,399

Transportation 12,133 12,385

Storage 2,420 2,696

Distribution 208 226

Regasification 87 88

Corporate and other activities 3 4

19	 For further information, see Note 23 - “Business combinations”.

20	 Further information can be found in Note 19 - “Provisions for risks and charges”. 
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13) Intangible assets

Intangible assets of €5,076 million (€4,710 million at 31 December 2013) break down as follows: 

  31.12.2013
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Cost at 31.12.2012 6,004 663 735 31 52 9 7,494

Investments 319 10 1 64   394

Disposals  (40)       (40)

Other changes and reclassifications  (41) 64 1  (58) 1   (33)

Cost at 31.12.2013 6,242 737 737 37 53 9 7,815

Provisions for amortisation and depreciation 
at 31.12.2012  (2,237)  (541)  (75)  (47)   (2,900)

Amortisation and depreciation  (181)  (48)  (2)    (231)

Disposals 26     26

Other changes and reclassifications 9  (7)   (1)  1

Provisions for amortisation and depreciation 
at 31.12.2013  (2,383)  (596)  (77)  (48)  (3,104)

Provision for impairment losses at 31.12.2012    (1)     (1)

Provision for impairment losses at 31.12.2013    (1)     (1)

Net balance at 31.12.2012 3,767 122 659 31 5 9 4,593

Net balance at 31.12.2013 3,859 141 659 37 5 9 4,710

  31.12.2014

Finite useful life Indefinite 
useful life
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Cost at 31.12.2013 6,242 737 737 37 53 9 7,815

Investments 316 9  72 3  400

Change in scope of consolidation 277 11   6  294

Disposals  (37)       (37)

Other changes and reclassifications 60 51 4  (65)  (8)  42

Cost at 31.12.2014 6,858 808 741 44 54 9 8,514

Provisions for amortisation and depreciation 
at 31.12.2013  (2,383)  (596)  (77)  (48)   (3,104)

Amortisation and depreciation  (209)  (53)  (3)  (2)   (267)

Change in scope of consolidation  (17)  (11)   (5)   (33)

Disposals 23     23

Other changes and reclassifications  (73) 11  6   (56)

Provisions for amortisation and depreciation 
at 31.12.2014  (2,659)  (649)  (80)  (49)  (3,437)

Provision for impairment losses at 31.12.2013    (1)    (1)

Provision for impairment losses at 31.12.2014  (1)  (1)

Net balance at 31.12.2013 3,859 141 659 37 5 9 4,710

Net balance at 31.12.2014 4,199 159 660 44 5 9 5,076
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Service concession agreements (€4,199 million; €3,859 million at 31 December 2013) refer to agreements between 

the public and private sectors on the development, financing, management and maintenance of infrastructure under 

concession by a contracting party. The provisions relating to the service concession agreements are applicable for Snam in 

its role as a public service natural gas distributor, i.e. applicable to the agreements under which the operator is committed 

to providing the public natural gas distribution service at the tariff established by the AEEGSI, holding the right to use the 

infrastructure, which is controlled by the grantor, for the purposes of providing the public service.

Tenders for new natural gas distribution service concessions will no longer be issued by each municipality, but by the 177 

multi-municipality minimum geographical areas (known as ATEMs) created by a dedicated Ministerial Decree, published in 

the Official Gazette in 2011. Legislative Decree 164/00 stipulated that the new duration of the concessions, which must be 

put out to tender, may not exceed 12 years. 

Industrial patent rights and intellectual property rights of €159 million (€141 million at 31 December 2013) mainly 

concern information systems and applications in support of operating activities. 

Concessions, licences, trademarks and similar rights (€660 million, compared with €659 million at 31 December 2013) 

refer essentially to concessions for the natural gas storage business.

The value of the storage concessions (€655 million) is represented by the reserves of natural gas in the fields (“cushion 

gas”). Cushion gas is not amortised since: (i) the volume of this gas is not altered by storage activities; (ii) the economic 

value of the gas that can be recovered at the end of the concession, pursuant to the Ministerial Decree “Criteria for 

determining a suitable fee for the remuneration of assets intended for a natural gas storage concessionaire”, issued by the 

Ministry for Productive Activities on 3 November 2005, is not lower than the book value. 

Intangible assets with an indefinite useful life consist only of the goodwill recognised in 2008 following the acquisition by 

Italgas of 100% of the shares of Siciliana Gas (€9 million, unchanged from 31 December 2013). 

Investments (€400 million) relate to: (i) the construction and upgrading of natural gas distribution infrastructure (€316 

million); and (ii) investment projects in progress (€84 million), relating mainly to the development of information 

systems21.

Capital contributions from government authorities and other entities (€364 million and €376 million; €368 million and 

€365 million respectively at 31 December 2013) are recorded as a deduction in the net value of intangible assets and refer 

to the natural gas distribution segment. 

Amortisation (€267 million) refers to economic and technical amortisation determined on the basis of the finite useful life 

of the intangible assets or their remaining possible use by the Company.

In the natural gas distribution segment, it should be noted that, as of the start of the fourth regulatory period on 1 January 

201422, the AEEGSI reduced the useful life of some metering equipment from 20 years to 15 years for tariff purposes. 

Taking into account the mechanisms for recognising tariff components linked to new amortisation and depreciation rules, 

as well as the service life of the assets, the Company restated the useful life of some assets to bring it into line with the 

conventional tariff duration. This had a negative impact of around €11 million on the 2014 income statement.

Due to the nature of the activities carried out by the group, i.e. regulated activities in the gas supply chain, the recoverable 

value of property, plant and equipment and intangible assets was defined in keeping with the estimated value of net 

invested capital recognised for such assets for tariff purposes (regulatory asset base, or RAB) by the AEEGSI, net of flat-fee 

components23, employee severance pay (TFR) and grants received. 

For the purposes of identifying Cash-Generating Units (CGUs) and allocating any goodwill, in accordance with the 

segmentation defined by the AEEGSI for the definition of the return on assets, the CGUs are represented by the business 

units (BUs) that carry out regulated activities in the natural gas transportation, regasification, storage and distribution 

sectors. For the distribution sector, in view of the specific applicable regulation, the CGUs are identified with multi-

municipality minimum geographical areas (ATEM).

21	 Investments by business segment are shown in the “Business segment operating performance” section of the Directors’ Report.

22	 The tariff criteria for the fourth regulatory period (1 January 2014 - 31 December 2019) are governed by Resolution 573/2013/R/gas - “Tariff regulation of gas distribution and metering services for the 
regulatory period 2014 - 2019”.

23	 The RAB is used to determine the service tariffs and, therefore, the cash flows generated by the assets. The RAB value is defined using the revalued historical cost method with regard to fixed capital and on 
a flat-rate basis with regard to working capital. 
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The recoverable value, as defined above, of property, plant and equipment, including compulsory inventories, and intangible 

assets is around €24.7 billion24.

Changes in the scope of consolidation of €261 million relate to the acquisition by Italgas S.p.A. of control of A.E.S.25   

Disposals (€14 million) refer mainly to the sale of gas facilities for the termination of related concession-based 

relationships and decreases concerning the replacement of networks and meters.

Other changes and reclassifications (-€14 million) relate mainly to grants for the period (-€34 million) and to the 

acquisition of natural gas distribution concessions (€10 million).

Contractual commitments to purchase intangible assets, and to provide services related to the development thereof, are 

reported in Note 24 - “Guarantees, commitments and risks”. 

Intangible assets by business segment

As required by IFRS 8 - “Operating segments”, a breakdown of intangible assets by business segment is provided 

below:

(e  million) 31.12.2013 31.12.2014

Historical cost 7,815 8,514

Transportation 456 493

Storage 801 812

Distribution 6,509 7,155

Regasification 3 3

Corporate and other activities 46 51

Provision for amortisation, depreciation and impairment losses  (3,105)  (3,438)

Transportation  (369)  (395)

Storage  (127)  (133)

Distribution  (2,574)  (2,871)

Regasification  (2)  (2)

Corporate and other activities  (33)  (37)

Net balance 4,710 5,076

Transportation 87 98

Storage 674 679

Distribution 3,935 4,284

Regasification 1 1

Corporate and other activities 13 14

24	 Estimated value as at 31 December 2014.

25	 For further information, see Note 23 - “Business combinations”.
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14) Equity-accounted investments

Equity-accounted investments of €1,402 million (€1,024 million at 31 December 2013) break down as follows:

(e  million) Equity investments in

joint 
ventures associates

non-consolidated 
subsidiaries Total

Opening balance at 01.01.2013 422 49 2 473

Acquisitions and subscriptions 597  2 599

Net capital gains from measurement using the equity method 69 3  72

Capital losses from measurement using the equity method  (27)    (27)

Sales and repayments  (9)    (9)

Decrease owing to dividends  (81)  (2)   (83)

Exchange rate conversion differences  (5)    (5)

Other changes 4  4

Closing balance at 31.12.2013 970 50 4 1,024

 

Opening balance at 01.01.2014 970 50 4 1,024

Acquisitions and subscriptions 486  2 488

Capital gains (losses) from measurement using the equity method 76 3  79

Capital gains (losses) from fair-value remeasurement 51  1 52

Sales and repayments  (7)    (7)

Decrease owing to dividends  (85)  (2)   (87)

Exchange rate conversion differences 8   8

Other changes 6  (1) 2 7

Change in scope of consolidation  (162)    (162)

Closing balance at 31.12.2014 1,343 50 9 1,402

Acquisitions and subscriptions (€488 million) relate mainly to Snam S.p.A.’s acquisition of the equity investment 

(84.47% of share capital, giving entitlement to 89.22% of the economic rights)26 held by CDP Gas S.r.l. (CDP GAS) 

in Trans Austria Gasleitung GmbH (TAG) for a contractual amount of €50527 million. The value of the investment 

was then adjusted for the negative effect (-€19 million) of the difference between the issue price of Snam shares 

determined 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). For more information on the 

acquisition of the equity investment in TAG, see the “Profile of the year - Main events” section of the Directors’ 

Report.

26	 The corporate governance rules stipulate that decisions on significant activities must be taken with the unanimous consent of Snam S.p.A.’s and Gas Connect Austria GmbH (GCA)’s shareholders.

27	 The fee, which was determined based on an estimated reference balance sheet at 30 November 2014, may be adjusted in cash in accordance with market practices.
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Capital gains from measurement using the equity method (€79 million) refer essentially to TIGF (€24 million) and 

GasBridge 1 B.V. and GasBridge 2 B.V. (€9 million), investee companies of Snam S.p.A., and Toscana Energia S.p.A. 

(€23 million) and A.E.S. (€20 million)28, investee companies of Italgas S.p.A.

Capital gains from fair-value remeasurement (€52 million) refer mainly to the remeasurement of the equity 

investment previously held in A.E.S. (49%) at the respective fair value on the date of acquisition of control29.

The change in the scope of consolidation refers to the acquisition of control of A.E.S. S.p.A.

The interest in the contingent liabilities of joint ventures and associates is reported in Note 24 - "Guarantees, 

commitments and risks”. 

Equity investments are not collateralised.

For companies operating exclusively in regulated activities, the recoverable value of equity investments is 

determined using the value of the RAB (or the present value of expected future cash flows based on the value of 

the RAB and the settlement system) adjusted to take account of net financial position.

For companies operating exclusively or partly in significant non-regulated activities, the recoverable value of 

equity investments is based on generally accepted company valuation methods such as the discounted cash flow 

(DCF) method, discounted dividend model (DDM), simple equity method, income-based method, and combined 

equity and income-based method, or on the fair-value measurement of the equity investment according to recent 

market transactions. The recoverable value is estimated based on an explicit period of five years (or less), in 

accordance with plans approved by the boards in question and taking account of a terminal value (TV) determined 

using, for each particular case, market multiples or the equity RAB at the relevant date. 

For all equity investments, the recoverable value thus estimated was greater than the book value.

Consolidated companies, non-consolidated subsidiaries, joint ventures, associates and other significant equity 

investments are indicated separately in the appendix “Significant shareholdings, associates and equity investments 

of Snam S.p.A. at 31 December 2014”, which is an integral part of these Notes. 

Other information on equity investments

In accordance with the provisions of IFRS 12 - “Disclosure of interests in other entities”, the economic and 

financial data for joint ventures, associates and non-consolidated subsidiaries are provided below.

28	 The valuation refers to the period 1 January 2014 – 30 June 2014. Italgas acquired full control of A.E.S. S.p.A. with effect from 1 July 2014.

29	 The remeasurement was performed pursuant to IFRS 3 – “Business combinations”. 
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Investments in joint ventures

The IFRS-compliant economic and financial data for each significant joint venture30, are reported below: 

  31.12.2013
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Current assets 87 54 58 24

- of which cash and cash equivalents 7 2  2

Non-current assets 2,853 692 621 230

Total assets 2,940 746 679 254

Current liabilities (110) (251) (265)  

- of which current financial liabilities  (140) (208)  

Non-current liabilities (1,582) (141) (83)  

- of which non-current financial liabilities (1,248) (69) (68)  

Total liabilities (1,692) (392) (348)  

Shareholders’ equity 1,248 354 331 254

Equity interest held by the group (%) 45% 48.08% 49% 50%

Share attributable to the group 562 170 162 127

Other adjustments   (18)  (36)  

Book value of the equity investment 562 152 126 127

Revenue 160 186 190  

Operating costs  (178)  (89)  (41)  

Amortisation, depreciation and impairment losses  (53)  (25)  (30)  

EBIT  (71) 72 119  

Financial income  3   

Financial expense  (14)  (6)  (10)  

Income (expense) from equity investments    24

Income taxes 25  (32)  (35)  

Net profit  (60) 37 74 24

Other components of comprehensive income 2    

Total comprehensive income  (58) 37 74 24

     

2012 dividends received from the joint venture (**)  29 34 5

(*)  	 The non-proportional spin-off of A.E.S. Torino S.p.A, involving the corporate unbundling of natural gas distribution activities from heating and district heating activities, took 

effect on 1 July 2014. As of said date, Italgas holds 100% of the share capital of the spun-off company, A.E.S. Torino S.p.A., which provides the natural gas distribution service 

in the Turin area.

(**)	 Dividend attributable to the Snam Group.

30	 Unless otherwise indicated, the financial statement figures for joint ventures, reported in full, have been updated to include adjustments made by the parent company pursuant to the equity-accounting 
method. 
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  31.12.2014
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Current assets 85 85 46 26

- of which cash and cash equivalents 15 55  

Non-current assets 2,805 1.044 693 228

Total assets 2,890 1.129 739 254

Current liabilities  (360)  (285)  (126)  

- of which current financial liabilities  (360)  (242)  (96)  

Non-current liabilities  (1,274)  (299)  (238)  

- of which non-current financial liabilities  (1,274)  (132)  (123)  

Total liabilities  (1,634) (584)  (364)  

Shareholders’ equity 1,256 545 375 254

Equity interest held by the group (%) 45% 89,22% 48,08% 50%

Share attributable to the group 565 486 180 127

Other adjustments   (17)  

Book value of the equity investment 565 486 163 127

Revenue 418 138  

Operating costs  (156)  (36)  

Amortisation, depreciation and impairment losses  (129)  (25)  

EBIT 133 77

Financial income    

Financial expense  (34)  (5)  

Income (expense) from equity investments  1 18

Income taxes  (45)  (27)  

Net profit 54 46 18

Other components of comprehensive income  (5)   

Total comprehensive income 49 46 18

     

2013 dividends received from the joint venture (**)   28  12 10

(*)  	 The equity investment was acquired on 19 December 2014. The data refer to the IFRS reporting package for the year ended on 31 December 2014.

(**)	 Dividend attributable to the Snam Group.
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INFORMATION ON INVESTMENTS IN JOINT VENTURES

TIGF Holding S.A.S. 

TIGF Holding S.A.S. is a company operating under French law, which, through TIGF Investissements S.A.S. (a wholly 

owned subsidiary of TIGF Holding), controls 100% of TIGF S.A.

TIGF SA (Transport et Infrastructures Gaz France) operates in the transportation and storage of natural gas in 

southwest France. Natural gas transportation in France is a regulated activity. 

As at 31 December 2014, TIGF Holding S.A.S.’s shareholder structure included Snam (45%), Singapore sovereign 

wealth fund GIC (35%) and EDF (20%, held through a fund dedicated to liabilities arising from the dismantling of 

nuclear reactors)31.  

TIGF Holding S.A.S.’s consolidated financial statements include TIGF Investissements S.A.S. and TIGF S.A.

The corporate governance rules stipulate that decisions on significant activities must be taken with the unanimous 

consent of shareholders Snam and GIC.

Trans Austria Gasleitung GmbH (TAG)

Trans Austria Gasleitung GmbH (TAG) is a company operating under Austrian law that is active in the natural gas 

transportation segment and owns the gas pipeline that links the Slovakian-Austrian border to the Tarvisio entry 

point. 

TAG’s natural gas transportation business is regulated by the competent Austrian authorities. 

As at 31 December 2014, Snam S.p.A. holds 84.47% of the share capital, entitling it to 89.22% of the economic 

rights. The remainder of the share capital is held by Gas Connect Austria GmbH (GCA).

The contractual agreements drawn up between Snam, TAG and (GCA) also stipulate that if TAG is not capable of 

self-financing, the other companies must finance it according to the equity investment held by each shareholder.

The corporate governance rules stipulate that decisions on significant activities must be taken with the unanimous 

consent of shareholders Snam and GCA.

Toscana Energia S.p.A 

Toscana Energia S.p.A. operates in the natural gas distribution segment in Tuscany. 

Natural gas distribution is a regulated activity. 

The shareholder structure of Toscana Energia S.p.A. includes Italgas S.p.A. (48.08%), the Municipality of Florence 

(20.61%), Publiservizi S.p.A.32 (10.38%) and local government authorities33 (20.93%). 

The corporate governance rules stipulate that decisions on significant activities must be taken with the unanimous 

consent of the private (Italgas) and public (municipalities) shareholders.

Toscana Energia S.p.A.’s consolidated financial statements include Toscana Energia Green S.p.A. and Agestel S.r.l.

31	 Following the investment by Crédit Agricole Assurances (CAA) in TIGF Holding S.A., as of 26 February 2015 (the transaction closing date) Snam, GIC, EDF and CAA hold respective indirect stakes of 40.5%, 
31.5%, 18% and 10% in TIGF.

32	 A fully public, pure holding company. The company’s shareholders are 35 Tuscan municipalities in the provinces of Florence, Pisa, Pistoria and Siena.

33	 Data taken from the financial statements of Toscana Energia S.p.A for the year ended 31 December 2013.
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GasBridge 1 BV e  GasBridge 2 BV 

GasBridge 1 BV and GasBridge 2 BV are two companies operating under Dutch law that are equal-stake joint 

ventures of Snam S.p.A. and Fluxys Europe BV.

The two companies hold equal shares in the following equity investments:

•	 31.5% of Interconnector UK Ltd; 

•	 51% of Interconnector Zeebrugge Terminal S.C.R.L.; 

•	 10% of Huberator S.A., a subsidiary of Fluxys.

The corporate governance rules stipulate that decisions on significant activities must be taken with the 

unanimous consent of shareholders Snam S.p.A. and Fluxys Europe BV.

The book value of the equity investments in all equity-accounted joint ventures not deemed to be significant 

is €1 million. The 2014 profit of all equity-accounted joint ventures not deemed to be significant totals around 

€0.3 million. 

Significant restrictions

Pursuant to the provisions of IFRS 12, the major significant restrictions on investee companies’ ability to 

transfer funds to Snam in the form of dividends, loan repayments or advances appear below.

TIGF Investissement S.A.S.

The payment of interest on the nominal amount of the €790 million convertible bond (of which Snam has 

subscribed €356 million) may be deferred at the discretion of the issuer TIGF Investissement. The bond debt is 

subordinate to the outstanding bank loans.

TAG GmbH

Snam’s financial receivable (€216 million at 31 December 2014)34 is subordinate to the outstanding bank loans. 

 

34	 On 19 December 2014, Snam and TAG agreed a shareholders’ loan in the form of a revolving credit line for a maximum of €285.5 million, maturing in January 2015, and subsequently extended 
to July 2015.
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Investments in associates

The IFRS-compliant economic and financial data for each significant associate35 are reported below: 

(e  million)
31.12.2013

ACAM Gas  S.p.A.

31.12.2014

ACAM Gas  S.p.A.

Current assets 2 10

Non-current assets 121 116

Total assets 123 126

   

Current liabilities  (16)  (7)

Non-current liabilities  (2)  (11)

Total liabilities  (18)  (18)

Shareholders’ equity 105 108

Equity interest held by the group (%) 49% 49%

Share attributable to the group 51 53

Other adjustments  (1)  (3)

Book value of the equity investment 50 50

Revenue 24 21

EBIT 9 8

Net profit 4 4

Other components of comprehensive income   

Total comprehensive income 4 4

  

Dividends received from the associate (*) 2 2

(*)  	 Dividend attributable to the Snam Group.

INFORMATION ON INVESTMENTS IN ASSOCIATES

Acam Gas S.p.A.

ACAM Gas S.p.A. operates in the natural gas distribution segment in Liguria.

ACAM Gas S.p.A.’s share capital is 49% owned by Italgas S.p.A. and 51% owned by ACAM S.p.A., which consolidates 

the company in full by virtue of its controlling interest.

35	 The financial statement figures for associates, reported in full, have been updated to include adjustments made by the parent company pursuant to the equity-accounting method. 
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Investments in non-consolidated subsidiaries

Information on the group’s non-consolidated subsidiaries as at 31 December 2014 is provided below.

The book value of the equity investments in all equity-accounted non-consolidated subsidiaries (Metano Arcore 

S.p.A.36 and SETEAP S.p.A.,37 wholly owned by Italgas S.p.A. and Napoletana Gas S.p.A. respectively) totals €9 

million.

The main reference data of consolidated companies, non-consolidated subsidiaries, joint ventures, associates and 

other significant equity investments are indicated separately in the annex “Significant shareholdings, associates 

and equity investments of Snam S.p.A. at 31 December 2014”, which is an integral part of these Notes.

15) Assets held for sale and directly related liabilities

Assets held for sale of €23 million (unchanged from 31 December 2013) concern a property owned by Italgas, for 

which sales negotiations are under way following the commitments arising from the Italgas purchase agreement 

with eni38. Pursuant to the aforementioned agreements, on 8 April 2014, EniServizi S.p.A. and Italgas S.p.A. signed a 

preliminary agreement concerning the sale by Italgas to EniServizi of the said property.

Liabilities directly related to assets held for sale of €7 million (unchanged from 31 December 2013) include 

environmental provisions for expenses involved in the property's restoration. 

16) Short-term financial liabilities, long-term financial liabilities and short-term portions of long-term financial 

liabilities

Short-term financial liabilities, amounting to €1,058 million (€1,947 million at 31 December 2013), and long-

term financial liabilities, including short-term portions of long-term liabilities totalling €12,884 million (€11,381 

million at 31 December 2013), break down as follows:

31.12.2013 31.12.2014

Long-term financial liabilities Long-term financial liabilities
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Bank loans 1,936 105 1,181 1,236 2,417 1,045 23 1,168 1,060 2,228

Bonds  198 4,853 3,806 8,659  975 5,821 3,835 9,656

Other lenders 11   2 2 13 1 1  1

1,947 303 6,034 5,044 11,078 1,058 999 6,990 4,895 11,885

36	 With effect from 1 October 2014, Italgas acquired the entire equity investment held by the municipal authorities of Arcore in Metano Arcore S.p.A. (50% of the share capital) for a base auction price of 
€2.3 million. As of that date, Italgas wholly owns the company, which holds the concession to distribute natural gas in the municipality of Arcore through a network of more than 60 km and approximately 
8,700 redelivery points. On 22 December 2014, with an effective date of 1 January 2015, the notarial deed for the merger of Metano Arcore S.p.A. into Italgas S.p.A., based on the relevant statements of 
financial position at 30 June 2014 and the merger plan of 21 October 2014, was signed.

37	 On 29 December 2014, with an effective date of 1 January 2015, the notarial deed for the merger of SETEAP S.p.A. into Napoletanagas S.p.A., based on the relevant balance sheets at 30 June 2014 and the 
merger plan of 22 September 2014, was signed.

38	 For information on commitments made by the parties, see Note 24, “Guarantees, commitments and risks – Other commitments and risks – Commitments deriving from the agreement to purchase Italgas 
and Stogit from eni”.
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Short-term financial liabilities

Short-term financial liabilities, amounting to €1,058 million (€1,947 million at 31 December 2013), relate mainly 

to uncommitted variable-rate lines of credit (€1,045 million).

The reduction compared with 31 December 2013 (€889 million) is due mainly to the repayment of a naturally 

matured term loan (for a nominal €600 million) and early repayments of revolving credit lines (€300 million).

There are no short-term financial liabilities denominated in currencies other than the euro.

The weighted average interest rate on short-term financial liabilities was 0.71% for the year ended 31 December 

2014. 

Long-term financial liabilities and short-term portions of long-term financial liabilities

Long-term financial liabilities, including short-term portions of long-term liabilities, amounted to €12,884 million 

(€11,381 million at 31 December 2013).

The increase of €1,503 million compared with 31 December 2013 is due mainly to the new bond issues, new bank 

loans taken out and repayments analysed below:

New issues/New bank loans 

New bond issues (€1,733 million) relate to four bonds issued on 22 January 2014, 22 April 2014 and 22 October 

2014 for a nominal value of €600 million and €150 million, €500 million and €500 million, respectively.

New bank loans taken out concern four loans maturing in 2017 with a nominal value of €500 million, €200 

million, €200 million and €100 million, respectively.

Repayments

Repayments (€1,474 million) relate mainly to the following loans: (i) revolving credit lines relating to bilateral 

loans with third-party banks for a total of €1,070 million; (ii) a term loan with Cassa Depositi e Prestiti (CDP), 

concerning European Investment Bank (EIB) funding, partially repaid ahead of schedule in the amount of €100 

million; and (iii) a matured term loan with a nominal amount of €100 million.

The breakdown of bond loans (€10,631 million), indicating the issuing company, the year of issue, the currency, 

the average interest rate and the maturity, is provided in the following table. 
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(e  million)

Issuing company
Issue 

(year) Currency
Nominal 
amount Adjustments (a)

Balance at  
31.12.2014 Rate (%)

Maturity 
(year)

Euro Medium Term Notes

SNAM S.p.A. 2012 9 1,500 40 1,540 3.875 2018

SNAM S.p.A. (b) 2012 9 1,250 39 1,289 3.5 2020

SNAM S.p.A. 2012 9 1,000 45 1,045 5 2019

SNAM S.p.A. 2012 9 1,000 19 1,019 4.375 2016

SNAM S.p.A. 2012 9 1,000 8 1,008 5.25 2022

SNAM S.p.A. 2012 9 750 1 751 2 2015

SNAM S.p.A. (c) 2013 9 1,250 13 1,263 2.375 2017

SNAM S.p.A. 2013 9 500 13 513 3.375 2021

SNAM S.p.A. 2013 9 300  300
Euribor 3m 

+ 0.85 2016

SNAM S.p.A. 2013 9 70  70 2.625 2018

SNAM S.p.A. (d) 2013 Yen 69  69 1.115 2019

SNAM S.p.A. 2014 9 600 11 611 3.25 2024

SNAM S.p.A. 2014 9 500 1 501 1.5 2019

SNAM S.p.A. (e) 2014 9 500 2 502
Euribor 12m 

+ 0.5645 2023

SNAM S.p.A. 2014 9 150  150
Euribor 3m 

+ 0.65 2016

10,439 192 10,631

(a)	 Includes issue premium/discount, accrued interest and adjustment to the fair value of the bond loan, converted to variable rate through an IRS hedging derivative.

(b) 	 Bond tapped for an incremental amount of €500 million, with the same interest rate and maturity as the original placement.

(c) 	 Bond tapped for an incremental amount of €250 million, with the same interest rate and maturity as the original placement.

(d) 	 Bond with a nominal value of ¥10 billion, converted into euros through a cross-currency swap (CCS). The indicated nominal value is obtained by converting into euros at the 

year-end spot exchange rate.

(e) 	 Fixed-rate bond, converted into variable-rate through an IRS hedging derivative.

Payables for bank loans (€2,251 million) relate to term loans, of which €1,251 million concern European 

Investment Bank (EIB) funding39.

There are no other long-term bank loans denominated in currencies other than the euro.

The weighted average interest rate on bank loans used (excluding loans concerning EIB funding) was 1.07% for the 

year ended 31 December 2014. 

There were no breaches of loan agreements as at the reporting date.

Payables to other lenders (€2 million) relate to loans granted by the Lombardy and Emilia Romagna Regions. 

The market value of short- and long-term financial liabilities is reported in Note 24, “Guarantees, commitments 

and risks”.

Snam has unused committed and uncommitted credit lines of €3.9 billion and €1.1 billion, respectively.

39	 As of 20 March 2014, Snam directly took on two loans with the EIB, totalling €300 million, previously brokered by CDP S.p.A.
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Financial covenants and negative pledge commitments 

At 31 December 2014, Snam had medium- and long-term loans from a pool of national and international banks. 

Some bilateral loan agreements were also entered into with these banks. The main medium/long-term financial 

payables are subject, inter alia, to the usual covenants imposed in international market practice, e.g. financial 

covenants and negative pledges, pari passu and change of control clauses. 

In particular, the syndicated loans and bilateral loans are subject, inter alia, to a negative pledge covenant pursuant 

to which Snam and the group subsidiaries are subject to limitations in terms of pledging real property rights or 

other restrictions on all or part of the respective assets, shares or merchandise, and/or documents representing 

merchandise; this covenant is subject to set expiry dates and to exceptions on restrictions whose creation and/or 

existence is explicitly permitted.

At 31 December 2014, Snam also had medium/long-term loans taken out with the European Investment Bank 

(EIB), the contractual clauses of which are broadly in line with those described above.

At 31 December 2014, the financial debt subject to these restrictive clauses amounted to approximately €2.2 

billion. 

Failure to comply with the covenants established for these loans - in some cases only when this non-compliance 

is not remedied within a set time period - and the occurrence of other events, such as cross-default events, some 

of which are subject to specific threshold values, may result in Snam’s failure to comply and could trigger the early 

repayment of the relative loan.

Bonds, with a nominal value of €10.44 billion, refer to securities issued under the Euro Medium Term Notes 

programme. 

The covenants set for the programme’s securities reflect international market practices and relate, inter alia, to 

negative pledge and pari passu clauses. Specifically, under the negative pledge clause, Snam and its significant 

subsidiaries are subject to limitations in relation to the creation or maintenance of restrictions on all or part of 

their own assets or inflows to guarantee present or future debt, unless this is explicitly permitted. 

Failure to comply with these covenants - in some cases only when this non-compliance is not remedied within 

a set time period - and the occurrence of other events, such as cross-default events, some of which are subject 

to specific threshold values, may result in Snam’s failure to comply and could trigger the early repayment of the 

relative loan. 

Exclusively for the EIB loans, the creditor has the option to request additional guarantees if Snam’s rating is 

downgraded to BBB- (Standard & Poor’s) or Baa3 (Moody’s).

With regard to the preventative measure of judicial administration of which subsidiary Italgas was notified by 

the Court of Palermo on 11 July 2014, the developments between the date of the measure and the date of this 

Report, as well as the actions taken by the Company, do not constitute grounds to activate the aforementioned 

contractual protections. For further information, see Note 24 - “Guarantees, commitments and risks - Disputes and 

other provisions” in the paragraph “Judicial administration of subsidiary Italgas - Court of Palermo”.
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Breakdown of net financial debt

The breakdown of net financial debt, showing related-party transactions, is provided in the following table:

(e  million) 31.12.2013                31.12.2014               

Current
Non-

current Total Current
Non-

current Total

A. Cash and cash equivalents 2  2 74  74

B. Securities available for sale and held to maturity     

C. Cash (A+B) 2 2 74 74

       

D. Financial receivables not held for operating activities    216  216

       

E. Short-term financial liabilities to banks 1,936  1,936 1,045  1,045

F. Long-term financial liabilities to banks 102 2,017 2,119 23 2,228 2,251

G. Bonds 198 8,659 8,857 975 9,656 10,631

H. Short-term financial liabilities to related parties 11  11 13  13

I. Long-term financial liabilities to related parties 3 400 403   

L. Other short-term financial liabilities     

M. Other long-term financial liabilities  2 2 1 1 2

N. Gross financial debt (E+F+G+H+I+L+M) 2,250 11,078 13,328 2,057 11,885 13,942

       

O. Net financial debt (N-C-D) 2,248 11,078 13,326 1,767 11,885 13,652

17) Trade and other payables

Trade and other payables of €1,769 million (€1,898 million at 31 December 2013) comprise the following:

(e  million)
31.12.2013

Maturity
31.12.2014 

Maturity              

Within 
1 year

Beyond 
1 year Total

Within 
1 year

Beyond 
1 year Total

Trade payables 1,047  1,047 816 816

Payables for investment activities 379  379 440 440

Other payables 472  472 513 513

 1,898 1,898 1,769 1,769

Trade receivables of €816 million (€1,047 million at 31 December 2013) relate mainly to the natural gas 

transportation (€574 million, including €456 million relating to gas balancing activities), distribution (€133 million), 

storage (€46 million) and regasification (€3 million) business segments. 
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Payables for investment activities of €440 million (€379 million at 31 December 2013) relate mainly to the natural 

gas transportation (€251 million), distribution (€81 million) and storage (€74 million) business segments. 

Other payables of €513 million (€472 million at 31 December 2013) break down as follows:

(e  million)
31.12.2013

Maturity
31.12.2014 

Maturity              

Within 
1 year

Beyond 
1 year Total

Within 
1 year

Beyond 
1 year Total

IRES payables for the national tax consolidation scheme 1  1 1  1

Other payables: 471 471 512 512

- Payables to the Electricity Equalisation Fund 330 330 340 340

- Payables to employees 50 50 66 66

- Payables to the government 25 25 38 38

- Payables to pension and social security institutions 32 32 36 36

- Payments on account and advances 5 5 4 4

- Other 29 29 28 28

 472 472 513 513

Payables to the Electricity Equalisation Fund (€340 million) concern accessory tariff components that mainly 

relate to: (i) the transportation business segment (measures and steps for energy savings and the development of 

renewable sources in the natural gas sector, fees arising from application of revenue guarantees for the storage 

service and subsidised tariffs for disadvantaged gas customers), pursuant respectively to Electricity, Gas and 

Water Authority Resolutions ARG/gas 177/10, ARG/gas 29/11 and ARG/com 93/10 (€236 million), and from the 

application of Resolutions 351/2012/R/gas and 520/2013/R/gas for the recovery of the resources necessary to 

cover the expenses connected with the gas system balancing system (€35 million); (ii) the distribution segment 

(energy savings, gas service quality, equalisation imbalances, disadvantaged customers, disconnection for late 

payment), mainly pursuant to Resolution ARG/gas 159/08 (€45 million); and (iii) the storage segment (coverage of 

the equalisation imbalances account), pursuant to Resolution 50/06 (€24 million). 

Payables to the government (€38 million) primarily involve payables to municipalities for concession fees for the 

distribution business.

Note 33 - “Related-party transactions” contains information about payables due to related parties.

The book value of trade and other payables is close to the relative fair value measurement, given the short 

period of time between when the payable arises and its due date. The market value of trade and other payables is 

provided in Note 24 - “Guarantees, commitments and risks - Other information on financial instruments”.
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18) Other current and non-current liabilities

Other current liabilities, amounting to €51 million (€88 million at 31 December 2013), and Other non-current 

liabilities, amounting to €276 million (€691 million at 31 December 2013), break down as follows:

(e  million) 31.12.2013                31.12.2014               

Current
Non-

current Total Current
Non-

current Total

Liabilities from regulated activities 58 286 344 43 137 180

Market value of derivative financial instruments 1 6 7 1 9 10

Other liabilities: 29 399 428 7 130 137

- Prepaid revenue and income 29 311 340 7 24 31

- Prepaid contributions for connecting to the transportation network  3 3  3 3

- Other  85 85  103 103

88 691 779 51 276 327

Liabilities from regulated activities, amounting to €180 million (€344 million at 31 December 2013), relate to:

•	 the transportation segment (€135 million) due to the transportation revenue invoiced in excess of the 

restriction established by the Regulator and penalties charged to users who exceeded the committed capacity; 

this amount is to be returned through tariff adjustments pursuant to AEEGSI Resolution No. 166/05. The current 

and non-current portions amount to €16 million and €119 million respectively (€41 million and €107 million 

at 31 December 2013);

•	 the storage segment (€45 million) due to payments for balancing and stock replenishment, to be returned to 

service users pursuant to Resolution No. 50/06 of the Authority. The current and non-current portions amount to 

€26 million and €19 million respectively (€17 million and €179 million at 31 December 2013).

Liabilities arising from the market valuation of derivative financial instruments in existence at 31 December 2014, 

amounting to €10 million (€7 million at 31 December 2013), are detailed in Note 11 - “Other current and non-

current assets”.

Other liabilities of €137 million (€428 million at 31 December 2013) include:

•	 prepaid revenue and income (€31 million) relating mainly to the current and non-current portion of the prepaid 

fee for the concession to use fibre-optic cables given to a telecommunications operator (€2 million and €14 

million, respectively).

•	 other liabilities relating mainly to: (i) the higher quantities of fuel gas allocated by users in previous years pursuant 

to Resolution ARG/gas 184/09 compared with the quantities actually used in those years, which will be equalised 

by reducing the quantities allocated by users (€53 million), and (ii) security deposits paid by users of the 

balancing service pursuant to Resolution ARG/gas 45/11 (€46 million).

The reduction in the item “Other current and non-current liabilities” compared with 31 December 2013 (€452 

million) is mainly due to the recording of “Trade and other receivables” net of the relative liabilities recognised in 

relation to strategic gas withdrawals made by some users in 2010 and 2011, for which the fees set by the Authority 

have not been paid and the quantities withdrawn have not been replenished within the timeframes set forth in the 

Storage Code. For more details, see Note 8 - “Trade and other receivables”.
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19) Provisions for risks and charges

Provisions for risks and charges of €1,014 million (€837 million at 31 December 2013) are analysed in the table below:

                                                    31.12.2013
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Provision for site dismantling and restoration 439 36  12 (2)   485

Provision for environmental risks and charges 134 8 6 1 (4)   145

Provision for litigation 76  12  (1) (24)  63

Other provisions 108  41  (9)  4 144

757 44 59 13 (16) (24) 4 837

                                                   31.12.2014
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Provision for site dismantling and restoration 485 157  13  (5)   650

Provision for environmental risks and charges 145    (5)   (4) 136

Provision for litigation 63  7   (2)  (16)  52

Other provisions 144  76   (38)  (6)  176

837 157 83 13  (50)  (22)  (4)    1.014 

Changes in estimates (€157 million) mainly concern the revision of the estimated costs of site dismantling and 

restoration due to higher than expected discount rates, in relation to the storage segment (€103 million) and the 

transportation segment (€54 million).

Other provisions (€76 million) mainly relate to: (i) possible costs arising from commercial balancing (€45 million); 

and (ii) estimated costs for adjustments to plants in the distribution segment40 (€20 million).   

The provision of €650 million for site dismantling and restoration (€485 million at 31 December 2013) was 

recognised primarily due to expenses which are expected to be incurred for the removal of facilities and the 

restoration of sites in the natural gas storage (€510 million) and transportation (€134 million) business segments. 

40	 As a result of the inspections performed, the provisions represent the best estimate of charges relating to adjustments made to facilities in order to guarantee their security.      
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The provision for environmental risks and charges (€136 million, compared with €145 million at 31 December 

2013) mainly included costs for environmental soil reclamation, pursuant to Law No. 471/1999, as subsequently 

amended, primarily for the disposal of solid waste, in relation to the distribution business. 

The provision for litigation (€52 million, compared with €63 million at 31 December 2013) included costs which 

the Company has estimated it will incur for existing lawsuits. 

Other provisions for risks and charges (€176 million, compared with €144 million at 31 December 2013) 

related mainly to: (i) expenses that may arise from the commercial balancing activity (€85 million); (ii) expenses 

recognised to offset the item “Change in inventories”, arising from the difference between the estimated 

quantities of Unaccounted-For Gas (UFG), which the Company expects to calculate definitively in the four-year 

period 2015-2018, and the forecast quantities that will be granted in kind by users as required by Resolution 

514/2013/R/gas (€40 million); and (iii) the estimated costs for adjustments to plants in the distribution segment 

(€20 million).

20) Provisions for employee benefits

Provisions for employee benefits of €141 million (€124 million at 31 December 2013) can be broken down as follows:

(e  million) 31.12.2013 31.12.2014

Employee severance pay (TFR) 94 108

Supplementary healthcare provision for Company executives of eni (FISDE) 8 10

Other employee benefit provisions 22 23

124 141

The provision for employee severance pay (TFR) of €108 million (€94 million at 31 December 2013) 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 that 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 that such relationship is terminated. Due to the legislative 

changes introduced from 1 January 2007 for companies with more than 50 employees, 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 funds or to INPS. Liabilities related to severance pay pre-dating 1 January 

2007 remain a defined-benefit plan to be valued using actuarial methods. 

The supplementary healthcare provision for Company executives of eni (FISDE) of €10 million (€8 million at 31 

December 2013) includes the estimate of costs (determined on an actuarial basis) related to contributions to be 

paid to the supplementary healthcare provision benefiting current and retired executives. 

FISDE provides financial supplementary healthcare benefits to eni Group executives41 and retired executives 

whose most recent contract of employment was as an executive with the eni Group. FISDE is funded through the 

payment of: (i) contributions from member companies; (ii) contributions from individual members for themselves 

and their immediate family; and (iii) ad hoc contributions for specific benefits. The amount of the liability is 

determined by taking the contribution paid by the Company as a reference, as an approximate estimate of the 

healthcare costs incurred by the fund.

41	 Currently, the fund provides the same benefits for executives of the Snam Group.    
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Other employee benefit provisions of €23 million (€22 million at 31 December 2013) concern long-term benefits 

connected with deferred cash incentive plans, long-term cash incentive plans (€15 million in total) and seniority 

rewards (€8 million). 

The corresponding obligations are determined using an actuarial valuation method and are discounted using a rate 

defined on the basis of the yields from bonds issued by leading companies. Revaluations of the liability (net asset) 

are recognised in full in the income statement.

Deferred cash incentive plans are allocated to executives who have met the goals set out in the year preceding 

the allocation year, and allocate a basic incentive that is disbursed after three years and varies according to the 

performance achieved by the Company during the course of the three-year period following the time of the 

allocation.  

The long-term incentive plans, which replaced the preceding stock option allocations, involve the payment, three 

years after allocation, of a variable cash bonus tied to a measure of company performance. Obtaining the benefit 

depends on the achievement of certain future performance levels and is conditional on the beneficiary remaining 

with the Company for the three-year period following the allocation (the “vesting period”).

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

Deferred cash incentive plans, long-term cash incentive plans and seniority bonuses are all classified as other long-

term benefits pursuant to IAS 19.

The composition of and changes in employee benefit provisions, determined by applying actuarial methods, are as 

follows42: 

(e  million) 31.12.2013                31.12.2014               

TFR FISDE
Other

provisions Total TFR FISDE
Other

provisions Total

Current value of the obligation 
at the start of the year 99 8 22 129 94 8 22 124

Current cost  6 6   6 6

Cost in interest 3 1  4 3  1 4

Revaluations (impairment losses):  (5)  (1)   (6) 12 2 1 15

- Actuarial gains and losses resulting 
	 from changes in the financial assumptions  (5)    (5) 12 2 1 15

- Effect of past experience   (1)   (1)     

Benefits paid  (3)   (6)  (9)  (5)   (7)  (12)

Change in scope of consolidation 4   4

Current value of the obligation 
at the end of the year  94 8 22 124 108 10 23 141

42	 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 recognised using actuarial assumptions and recorded in the 

income statement (€10 million), are broken down as follows:

(e  million) 2013                2014               

TFR FISDE
Other

provisions Total TFR FISDE
Other

provisions Total

Current cost   6 6   6 6

Interest expense on the obligation 3 1  4 3  1 4

3 1 6 10 3 7 10

Costs for defined-benefit plans recognised under other components of comprehensive income (€15 million) are 

broken down in the following table:

(e  million) 2013                2014               

TFR FISDE
Other

provisions Total TFR FISDE
Other

provisions Total

Revaluations:     

- Actuarial gains and losses resulting 
	 from changes in the financial assumptions  (5)    (5) 12 2 1 15

- Effect of past experience   (1)   (1)     

 (5)  (1)   (6) 12 2 1 15

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 in the table below:

2013                2014               

TFR FISDE
Other

provisions TFR FISDE
Other

provisions

Discount rate (%) 3.45 3.45 1.1-3.45 1.5 1.5 0.5-1.5

Inflation rate (%) 2 2 2 1.8 1.8 1.8

Duration (years) 10 15  3 11 23 3

The discount rate adopted was determined by considering the yields from bonds issued by leading companies in the 

Eurozone with an AA rating.

The employee benefit plans recognised by Snam are subject, in particular, to interest rate risk, in the sense that a change in 

the discount rate could result in a significant change in the liability.

The table below illustrates the effects of a reasonably possible change43 in the discount rate at the end of the year. 

43	 With regard to FISDE, any changes relating to mortality do not have a significant effect on the liability.
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The sensitivity of the discount rate represents the value of the actuarial liability obtained using the end-of-year valuation 

data, changing the discount rate by a certain number of basis points, without any change in the other assumptions.

(e million) Discount rate

Reduction of 0.5% Increase of 0.5% 
Effect on the net obligation at 31.12.2014

Employee severance pay (TFR)  5 (5) 

FISDE  1  (1)

Other employee benefit provisions N.A. N.A.

The maturity profile of the obligations for employee benefit plans is shown in the following table:

(e  million) 31.12.2013                31.12.2014               

TFR FISDE
Other

provisions Total TFR FISDE
Other

provisions Total

Within the next year 2  7 9 3 1 8 12

Within five years 15 1 15 31 20 1 14 35

Between five and ten years 39 2 1 42 42  1 43

56 3 23 82 65 2 23 90

21) Deferred tax liabilities

Deferred tax liabilities of €513 million (€727 million at 31 December 2013) are stated net of offsettable prepaid tax 

assets of €596 million (€575 million at 31 December 2013). 

There are no prepaid tax assets which cannot be offset.

(e  million) 31.12.2013 Provisions Utilisations
Other

changes 31.12.2014

Deferred tax liabilities 1,302 1  (69)  (125) 1,109

Prepaid tax assets  (575)  (78) 44 13  (596)

727  (77)  (25)  (112) 513
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Deferred tax liabilities and prepaid tax assets break down as follows, based on the most significant temporary 

differences:

  31.12.2014
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Deferred tax liabilities 1,302 1 (69) 26 53 (204) 1,109 1,061 48

Excess and advance amortisation and depreciation 958 (35) (148) 775 765 10

Revaluation of property, plant and equipment 183 (10) 26 1 (35) 165 144 21

Capital gains subject to deferred taxation 67 (24) (7) 36 36

Site dismantling and restoration 63 53 (8) 108 94 14

Capitalisation of financial expenses 14 (2) 12 10 2

Impairment losses on receivables in excess 
of tax deductibility 5 (1) 4 4

Other temporary differences 12 1 (1) (3) 9 8 1

           

Prepaid tax assets (575) (78) 44 (5) (13) (53) 84 (596) (536) (60)

Site dismantling and restoration (158) (4) 2 (53) 9 (204) (177) (27)

Provision for risks and charges and other 
non-deductible provisions (146) (40) 26 24 (136) (121) (15)

Non-repayable and contractual grants (135) 3 (10) 25 (117) (102) (15)

Non-deductible amortisation and depreciation (104) (28) 9 (3) (1) 23 (104) (104)

Employee benefits (16) (3) 3 (5) 1 (20) (17) (3)

Other temporary differences (16) (3) 1 1 2 (15) (15)

Net deferred tax liabilities 727 (77) (25) (5) 13 (120) 513 525 (12)

The other changes of €120 million relate to the use, for the benefit of the income statement, of the deferred tax 

liabilities provision that became redundant following Ruling 10/2015 of the Constitutional Court declaring the 

unconstitutionality of Article 81, paragraphs 16, 17 and 18 of Decree Law No. 112 of 25 June 2008, “Urgent provisions 

for economic development, simplification, competitiveness, stabilisation of the public finances and tax standardisation”, 

converted into law, with amendments, by Article 1, paragraph 1 of Law No. 133 of 6 August 2008, as subsequently 

amended (the additional corporation tax known as the “Robin Hood Tax”).

Prepaid tax assets and deferred tax liabilities are considered to be long term.

Note 30 - “Income taxes” provides information about taxes for the year.
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22) Shareholders’ equity 

Shareholders' equity of €7,172 million (€5,994 million at 31 December 2013) breaks down as follows:

(e  million) 31.12.2013 31.12.2014

Snam shareholders' equity 5,993 7,171

Share capital 3,571 3,697

Legal reserve 714 714

Share premium reserve 1,322 1,700

Consolidation reserve  (1,701)  (1,701)

Cash flow hedge reserve  (1)  (3)

Other reserves 5  (1)

Retained earnings 1,520 1,592

Reserve for remeasurement of defined-benefit plans - IAS 19  (9)  (20)

Net profit 917 1,198

Less:   

- Treasury shares  (7)  (5)

- Interim dividend  (338)  

Shareholders' equity attributable to third parties 1 1

Napoletanagas 1 1

5,994 7,172

Below is a breakdown of the shareholders' equity of Snam at 31 December 2014.

Share capital

The share capital as at 31 December 2014 consisted of 3,500,638,294 shares without nominal value 

(3,381,638,294 at 31 December 2013), with a total value of €3,696,851,994 (€3,571,187,994 at 31 December 

2013). The €126 million increase in the share capital is the result of the transfer from CDP GAS of its equity 

investment in Trans Austria Gasleitung GmbH (TAG), approved by Snam’s Board of Directors on 12 September 

2014. Following the transfer to Snam of the equity investment held in TAG by CDP GAS (equivalent to 84.47% of 

its share capital and 89.22% of the economic rights), Snam issued 119,000,00044 ordinary shares with no nominal 

value, at an issue price of €4.218 per share, inclusive of share premium.

Legal reserve

The legal reserve stood at €714 million at 31 December 2014 (unchanged from 31 December 2013). 

 

44	 The shares have been freely tradable since 27 January 2015, when Snam’s Board of Directors performed the checks required pursuant to Article 2343, paragraph three of the Italian Civil Code.
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Share premium reserve

The share premium reserve at 31 December 2014 totalled €1,700 million (€1,322 million at 31 December 2013). The 

increase of €378 million is due mainly to the capital increase associated with the acquisition of the equity investment 

held in TAG by CDP GAS (€376 million).

Consolidation reserve

The negative consolidation reserve of €1,701 million (unchanged from 31 December 2013) includes the value derived 

from the difference between the acquisition cost of the Italgas and Stogit equity investments (€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). 

Cash flow hedge reserve

The cash flow hedge reserve (-€3 million, compared with -€1 million at 31 December 2013) includes the fair-value 

measurement of cash flow hedging derivatives relating to a cross currency swap described in Note 11 “Other current and 

non-current assets”. The changes in the reserve during the course of the year are shown below:

(e  million) Gross reserve Tax effect Net reserve

Reserve at 31.12.2013  (1)   (1)

Changes in 2014  (3) 1  (2)

Reserve at 31.12.2014  (4) 1  (3)

Other reserves 

Other reserves of -€1 million (+€5 million at 31 December 2013) mainly refer to: (i) the reserve (-€19 million) 

created to cover the difference between the issue price of the 119,000,000 shares issued in the transaction for the 

acquisition of TAG, as resolved upon by Snam’s Board of Directors on 17 December 2014 (€4.218), and the price 

of the shares at 19 December 2014, the transaction completion date (€4.056); and (ii) the reserves arising from 

the valuation of equity investments using the equity method (+€15 million).

Retained earnings

Retained earnings totalled €1,592 million (€1,520 million at 31 December 2013). The increase of €72 million was 

due to the allocation of 2013 profit. 

Reserve for remeasurement of defined-benefit plans - IAS 19

The reserve for remeasurement of employee benefit plans at 31 December 2014, amounting to -€20 million (-€9 

million at 31 December 2013), includes the actuarial losses, net of the related tax effect, recognised under “Other 

components of comprehensive income”, pursuant to IAS 19.
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Treasury shares

The treasury shares held by the Company, amounting to €5 million (€7 million at 31 December 2013), are broken 

down in the table below:

Period
Number 

of shares
Average cost 

(€)
Total cost 

(€ million)
Share capital 

(%) (*)

Treasury shares acquired 195,537,950 4.061 794  

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

Treasury shares allocated/sold:  (194,410,700)    

- allocated under the 2005 stock grant plans
 (39,100)

   

- sold under the 2005 stock option plans  (69,000)

- sold under the 2006 stock option plans  (1,872,050)

- sold under the 2007 stock option plans  (1,366,850)

- sold under the 2008 stock option plans  (1,514,000)

-	cancelled in 2012 following resolution by the Extraordinary 
Shareholders’ Meeting of Snam S.p.A.  (189,549,700)

   

Treasury shares held by the Company at 31 December 2014 1,127,250    

Book value of treasury shares held by the Company 
at 31 December 2014 (€ million) 5

   

(*)	 The share capital is the same as that of the date of the last acquisition in the year.

At 31 December 2014, treasury shares held totalled 1,127,250, equal to 0.03% of the share capital. Their market value at 31 

December 2014 was around €5 million45. At this date, all stock options had been exercised. There are therefore no remaining 

treasury shares committed to these plans.

Dividends

The Ordinary Shareholders’ Meeting of Snam S.p.A. of 15 April 2014 authorised the distribution of an ordinary dividend of 

€0.15 per share to pay the balance of the interim 2013 dividend of €0.10 per share. The remaining dividend (€507 million) 

was paid from 22 May 2014, with an ex-dividend date of 19 May 2014 and a record date of 21 May 2014.

At its meeting of 11 March 2015, the Board of Directors proposed to the Shareholders’ Meeting convened for 29 April 2015 

the distribution of an ordinary dividend of € 0.25 per share. The dividend will be paid from 20 May 2015, with an ex-

dividend date of 18 May 2015 and a record date of 19 May 2015.

Minority interests

Net profit and shareholders’ equity attributable to minority interests relate to the following consolidated entities: 

(e  million)

Shareholders’ equity 
attributable 

to minority interests
31.12.2013

Shareholders’ equity 
attributable 

to minority interests
31.12.2014 

Net profit attributable 
to minority interests

31.12.2013

Net profit attributable 
to minority interests

31.12.2014

Napoletana Gas 1 1 … … 

45	 Calculated by multiplying the number of treasury shares by the official share price at 31 December 2014 (€4.11 per share).
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23) Business combinations

On 25 June 2014, upon fulfilment of the conditions precedent for execution of the demerger plan approved by 

the Shareholders’ Meeting of A.E.S. Torino on 18 April 2014, the demerger deed for the company's district heating 

business unit was drawn up, with an effective date of 1 July 2014. 

As of that date, Italgas owns 100% of the share capital of A.E.S., a company operating exclusively in the natural gas 

distribution segment. Through A.E.S., Italgas directly manages the natural gas distribution service in the city of Turin, 

with a network of 1,336 km of pipelines, 465,784 active redelivery points and 326 million cubic metres transmitted 

at 30 September 2014.

Consequently, as of 1 July 2014, the equity investment held by Italgas in A.E.S., classified until 30 June 2014 as a 

joint venture and valued using the equity method, is fully consolidated in accordance with IFRS 10 - “Consolidated 

financial statements”. The acquisition of control over A.E.S. represents a “business combination”, reported in 

accordance with IFRS 3 - “Business combinations”. To this end, at the date of acquisition of control, the following 

steps were taken: (i) adjustment of the value of the equity investment previously held (equivalent to 49%) to the 

related fair value, attributing the difference with respect to the previous book value46 to the income statement (€51 

million); and (ii) recognition of the individual assets and liabilities acquired at the related fair value.

The accounting effects of the business combination, in accordance with the provisions of IFRS 3 - “Business 

combinations”, are summarised below:

(e  million)	 Values after assignment of fair value

Fair value of net assets acquired 162

Value of assets acquired 341

Value of liabilities acquired 179

  The main values of the assets and liabilities of A.E.S. Torino S.p.A. at the acquisition date are summarised below:

(e  million)	 Values after assignment of fair value

Intangible assets 261

Current assets 38

Property, plant and equipment 29

Prepaid tax assets 13

Assets acquired 341

Current liabilities 148

Deferred tax liabilities 26

Provisions for employee benefits 4

Provisions for risks and charges 1

Liabilities acquired 179

Shareholders' equity acquired 162

46	 This value is represented by the valuation of A.E.S. at 30 June 2014 using the equity method.
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24) Guarantees, commitments and risks 

Guarantees, commitments and risks of €4,630 million (€4,850 million at 31 December 2013) comprise:

(e  million) 31.12.2013                31.12.2014               

Guarantees

Sureties

Financial
commitments

and risks Total

Guarantees

Sureties*

Financial
commitments

and risks Total

Guarantees given in the interest of: 127 127 134 134

- subsidiaries 127  127 134  134

Commitments 1,686 1,686  1,569 1,569

Commitments for the purchase 
of goods and services  1,675 1,675  1,512 1,512

Other  11 11  57 57

Risks 3,037 3,037  2,927 2,927

- third-party assets on deposit  2,640 2,640  2,613 2,613

- compensation and litigation  397 397  314 314

127 4,723 4,850 134 4,496 4,630

(*) 	 At 31 December 2014, hold-harmless letters issued to eni in favour of Snam amounted to €7 million.

Guarantees

Other personal guarantees issued in the interest of subsidiaries (€134 million) refer mainly to hold-harmless letters 

issued in favour of third parties for participation in tenders and concessions relating to the natural gas distribution 

service (€71 million) and performance bonds (€58 million). 

Commitments 

At 31 December 2014, 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 €1,512 

million (€1,675 million at 31 December 2013). 

Other commitments (€57 million) relate mainly to portfolio operations in the distribution segment (€47 million) 

and to future minimum payments for non-cancellable operating leases (€6 million, of which €4 million maturing 

within the next year and €2 million between one and five years). 

With reference to TAG GmbH, 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.

Risks

Risks related to third-party assets on deposit, equal to €2,613 million (€2,640 million at 31 December 2013) relate 

to approximately 8.1 billion cubic metres of natural gas deposited in the storage plants by customers of the service. 

This amount was determined by valuing the deposited gas quantities at the average stock cost of approximately 

€0.32 per standard cubic metre (€0.35 at 31 December 2013).

Risks concerning compensation and litigation (€314 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. 
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FINANCIAL RISK MANAGEMENT

Introduction

Snam has established the Enterprise Risk Management (ERM) unit, which reports directly to the CEO, to oversee the 

integrated process of managing corporate risk for all group companies. The main objectives of ERM are to define a 

risk assessment model that allows risks to be identified, using standardised, group-wide policies, and then prioritised, 

to provide consolidated measures to mitigate these risks, and to draw up a reporting system. 

The ERM unit operates as part of the wider internal control and risk management system of Snam.

The main corporate financial risks identified, monitored and, where specified below, managed by Snam are as follows: 

•	 market risk deriving from exposure to fluctuations in interest and exchange rates;

•	 credit risk deriving from the possibility of counterparty default; 

•	 liquidity risk arising from not having sufficient funds to meet short-term financial commitments;

•	 rating risk; 

•	 debt covenant and default risk.

There follows a description of Snam's policies and principles for the management and control of the risks arising from 

the financial instruments listed above. In accordance with IFRS 7 - “Financial instruments: additional information”, 

there are also descriptions of the nature and size of the risks resulting from such instruments. 

Information on other risks affecting the company’s business (natural gas price risk, operational risk and risks specific 

to the segment in which Snam operates) 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 the Company’s financial assets and liabilities and its net 

financial expense. Snam aims to optimise interest rate risk while pursuing its financial objectives. The Snam Group 

has adopted a centralised organisational model. In accordance with this model, Snam’s various departments access 

the financial markets and use funds to cover financial requirements, in compliance with approved objectives, ensuring 

that the risk profile stays within defined limits. 

Gross financial debt at 31 December 2014 and 31 December 2013 breaks down into fixed-rate and floating-rate debt 

as follows:

   
(e  million) 31.12.2013                        31.12.2014           

Amount % Amount %

At fixed rate (*) 8,559 64% 9,681 69%

At floating rate 4,769 36% 4,261 31%

 13,328 100% 13,942 100%

(*) 	 At 31 December 2014, fixed-rate loans related almost entirely to bonds.

At 31 December 2014, the Snam Group used external financial resources in the form of bonds and bilateral and 

syndicated loans with banks and other financial institutions, in the form of medium- to long-term loans and bank 

credit lines at interest rates indexed to the reference market rates, in particular the Europe Interbank Offered Rate 

(Euribor), and at fixed rates. 
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The exposure to interest rate risk at 31 December 2014 was approximately 31% of the total exposure of the group 

(36% at 31 December 2013).

At 31 December 2014 Snam had an existing interest rate swap (IRS) contract relating to a fixed-rate bond in the 

amount of €500 million maturing in 2023. The IRS contract is used to convert the fixed-rate loan into a floating-

rate loan.

The effects on shareholders' equity and net profit at 31 December 2014, compared with the situation at the end of 

2013, are shown below, assuming a hypothetical change of +/-10% in interest rates applied over the course of the year:

(e  million) 31.12.2013 31.12.2014 

Net profit Shareholders’ equity Net profit Shareholders’ equity

Interest 
+10%

Interest 
-10%

Interest 
+10%

Interest 
-10%

Interest 
+10%

Interest 
-10%

Interest 
+10%

Interest 
-10%

Floating-rate loans     

Effect of interest rate change (1) 1 (1) 1

Effect on pre-tax profit (1) 1 (1) 1

Tax effect … … … … 

Effect on net profit for the year (1) 1 (1) 1

Currency risk

Snam’s exposure to exchange rate risk relates to both transaction risk and translation risk. Transaction risk is 

generated by the conversion of commercial or financial receivables (payables) into currencies other than the 

functional currency and is caused by the impact of unfavourable exchange rate fluctuations between the time that 

the transaction is carried out and the time it is settled (collection/payment). Translation risk relates to fluctuations 

in the exchange rates of currencies other than the consolidation currency (the euro) which can result in changes 

to consolidated shareholders’ equity. Snam’s risk management system aims to minimise transaction risk through 

measures such as the use of financial derivatives.

As at 31 December 2014, Snam’s foreign-currency items essentially refer to a ¥10 billion bond maturing in 2019 

and with an issue-date value of approximately €75 million. The bond has been fully converted into euros by a cross 

currency swap, with the same notional amount and maturity as the hedged component. This swap is considered to be 

a cash flow hedging derivative. Snam does not take out currency derivatives for speculative purposes. 

The effects on shareholders' equity and net profit at 31 December 2014 are shown below, assuming a hypothetical 

change of +/-10% in €/¥ exchange rates actually applied during the course of the year:

(e  million) 31.12.2013 31.12.2014 

Net profit Shareholders’ equity Net profit Shareholders’ equity

EUR/JPY 
+10%

EUR/JPY 
-10%

EUR/JPY 
+10%

EUR/JPY 
-10%

EUR/JPY 
+10%

EUR/JPY 
-10%

EUR/JPY 
+10%

EUR/JPY 
-10%

Loans denominated in foreign currencies     

Effect of exchange rate change (6) 8 (7) 9

Effect on pre-tax profit (6) 8 (7) 9

Tax effect 2 (2) 2 (2)

(4) 6 (5) 7
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The exchange rate change has no effect on the profit for the period since the effects of such a change are offset by the 

effects of the hedging derivative. 

Credit risk

Credit risk is the Company’s exposure to potential losses arising from counterparties failing to fulfil their 

obligations. Default or delayed payment of fees may have a negative impact on the financial position and 

results of Snam. 

For the risk of non-compliance by the counterparty concerning contracts of a commercial nature, the credit 

management for credit recovery and any disputes are handled by the business units and the centralised Snam 

departments.

Snam provides business services to a small number of operators in the gas sector, the largest of which 

by business volume is eni S.p.A. The rules for client access to the services offered are established by the 

Authority and set out in the Network Codes, i.e. in documents which explain the rules regulating the rights 

and obligations of the parties involved in providing said services and contractual clauses which minimise the 

risk of non-compliance by the clients. In particular, the Codes require guarantees to be provided in certain 

cases to partly cover obligations where the client does not possess a credit rating issued by one of the leading 

international agencies. The regulations also contain specific clauses which guarantee the neutrality of the 

entity in charge of balancing, an activity carried out from 1 December 2011 by Snam Rete Gas as the major 

transportation company.

Snam may, however, incur liabilities and/or losses from the failure of its clients to comply with payment 

obligations, partly because of the current economic and financial situation, which makes the collection of 

receivables more difficult and more important. 

Snam’s maximum exposure to credit risk at 31 December 2014 is the book value of the financial assets in its 

statement of financial position. 

As shown in Note 8 - “Trade and other receivables”, overdue and non-impaired receivables at 31 December 2014 

amounted to €254 million (€721 million at 31 December 2013) and related chiefly to the storage segment 

(€127 million), mainly in relation to VAT invoiced to users for the use of strategic gas wrongfully withdrawn in 

2010 and 2011, and to the transportation segment (€70 million), mainly in relation to the balancing service47. 

There were no material credit risks at 31 December 2014. It should be noted, however, that around 46% of 

trade receivables (40% at 31 December 2013) were with extremely reliable clients, including eni S.p.A., which 

represents 25% of total trade receivables (22% at 31 December 2013).

Liquidity risk

Liquidity risk is the risk that new financial resources may not be available (funding liquidity risk) or that 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 risk management system aims to establish, under the financial plan, a financial structure that, in line 

with the business objectives, ensures sufficient liquidity for the group, minimising the relative opportunity cost 

and maintaining a balance in terms of the duration and composition of the debt. 

As shown in the “Interest rate risk” section, the Company had access to a wide range of funding sources 

through the credit system and the capital markets (bilateral contracts, pool financing with major domestic and 

international banks, loan contracts with the EIB and bonds). 

47	 Information on the balancing and credit recovery activities undertaken by Snam is provided in Note 24 - “Guarantees, commitments and risks - Recovering receivables from certain users of the 
transportation and balancing system”.
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Snam’s objective is to maintain a balanced debt structure, in terms of the composition of the bonds and the 

bank credit and the availability of usable committed bank credit lines, in line with its business profile and the 

regulatory environment in which Snam operates.

At 31 December 2014, Snam had unused committed long-term credit lines worth €3.9 billion. Snam also has 

a Euro Medium Term Notes (EMTN) programme for a maximum total value of €12 billion, which was used for 

approximately €10.44 billion at 31 December 2014. At the end of 2014, the programme permits the issue, by 

30 June 2015, of additional bonds worth up to €1.55 billion48, to be placed with institutional investors operating 

mainly in Europe, in accordance with the terms and conditions of the Programme.

Rating risk

Moody’s confirmed a Baa1 rating for Snam’s long-term debt on 18 February 2014, raising the outlook from 

“negative” to “stable”. This follows a similar revision of the outlook for Italian sovereign debt on 14 February.

On 9 December 2014, rating agency Standard & Poor’s downgraded Snam’s long-term credit rating by one notch, 

from BBB+ to BBB, with a stable outlook. This followed a one-notch downgrade of Italy’s national sovereign debt 

rating on 5 December 2014 from BBB to BBB-, with a stable outlook.

Snam’s long-term rating is a notch higher than that of Italy. Based on the methodology adopted by the rating 

agencies, the downgrade by one notch of Italy’s current rating would trigger a downward adjustment of Snam’s 

current rating by at least one notch.

Debt covenant and default risk

The risk of default consists of the possibility that the loan contracts concluded contain provisions that provide 

the lender with the ability to activate contractual protections, which could result in the early repayment of the 

loan in the event of the occurrence of specific events, thereby generating a potential liquidity risk. 

As at 31 December 2014, Snam has entered into unsecured bilateral and syndicated loan agreements with banks 

and other financial institutions. Some of these contracts provide, inter alia, for the following: 

•	 negative pledge commitments pursuant to which Snam and the group subsidiaries are subject to limitations 

in terms of pledging real property rights or other restrictions on all or part of the respective assets, shares or 

merchandise; 

•	 pari passu and change-of-control clauses;

•	 limitations on certain extraordinary transactions that the Company and its subsidiaries can carry out.

The bonds issued by Snam at 31 December 2014 as part of the Euro Medium Term Notes programme provide for 

compliance with covenants that reflect international market practices regarding, inter alia, negative pledge and 

pari passu clauses. 

Failure to meet these covenants, and the occurrence of other events, some of which are subject to specific 

thresholds, such as cross-default events, may result in Snam’s failure to comply and could trigger the early 

repayment of the relative loan.

Exclusively for the EIB loans, the creditor has the option to request additional guarantees if Snam’s rating is 

downgraded to BBB- (Standard & Poor’s) or Baa3 (Moody’s).

With regard to the preventative measure of judicial administration, of which the subsidiary Italgas was 

notified by the Court of Palermo on 11 July 2014, the developments between the date of the measure and the 

date of this Report, as well as the actions taken by the Company, do not constitute grounds to activate the 

aforementioned contractual protections. For further information, see Note 24 - “Guarantees, commitments and 

risks - disputes and other measures” in the paragraph “Judicial administration of subsidiary Italgas - Court of 

Palermo”.

48	 Following the bond issues carried out in January 2015, the EMTN programme permits issues worth a maximum residual value of €1.3 billion.
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Future payments for financial liabilities, trade and other payables

The table below shows the contractual repayment plan for financial payables, including interest payments, and the 

timing of expenditure related to trade and other payables:
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Financial liabilities 15,443 15,759 2,203 13,556 1,823 2,575 1,894 1,870 5,394

Bank loans 4,459 3,293 1,065 2,228 20 1,020 45 83 1,060

Bonds (*) 8,893 10,445 750 9,695 1,450 1,250 1,570 1,575 3,850

Other lenders 13 15 14 1 1     

Interest on loans (*) 2,078 2,006 374 1,632 352 305 279 212 484

          

Trade and other payables 1,897 1,768 1,768       

Trade payables 1,047 816 816       

Other payables 850 952 952       

17,340 17,527 3,971 13,556 1,823 2,575 1,894 1,870 5,394

(*) 	 Future payments include the cash flow generated by hedging derivatives (CCS and IRS).

Other information on financial instruments

In relation to the categories mentioned in IAS 39 - “Financial instruments: recognition and measurement”, Snam has 

no financial assets held to maturity, available for sale or held for trading. As a result, the financial assets and liabilities 

all fall within the classification of financial instruments measured at amortised cost. 
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The book value of financial instruments and their relative effects on results and on equity may be broken down as 

follows:

(e  million) Book value

Income/Expense 
recognised in the income 

statement

Income/Expense 
recognised in shareholders’ 

equity (a)

Balance at 
31.12.2013

Balance at 
31.12.2014 2013 2014

Balance at
31.12.2013

Balance at 
31.12.2014

 Financial instruments measured at amortised cost:

 - Trade and other receivables (b) 2,426 1,848 (1) 9

 - Financial receivables 2 216   

 - Trade and other payables (b) (1,897) 1,768   

 - Financial payables (c) (13,328) (13,942) (456) (398)

Financial instruments measured at fair value:

Net assets (liabilities) for hedging derivatives (c) (7) (4) (1) (3)

(a)	 Net of tax effect.

(b)	 The effects on the income statement are recorded under “Purchases, services and other costs” and “Financial income/(expense)”.

(c)	 The effects on the income statement are recorded under “Financial income/(expense)”. 

The table below provides a comparison between the book value of financial assets and liabilities and their respective fair 

value.

(e  million) Balance at 31.12.2013 Balance at 31.12.2014

Book value Market value Book value Market value

Financial instruments measured at amortised cost

- Trade and other receivables 2,426 2,426 1,848 1,848

- Financial receivables 2 2 216 216

- Trade and other payables 1,897 1,897 1,768 1,768

- Financial liabilities 13,328 14,010 13,942 15,068

Financial instruments measured at fair value     

Net assets (liabilities) for hedging derivatives  (7)  (7) (4) (4)

The book value of trade and other receivables is close to the related fair value measurement, given the short period of 

time between when the receivable arises and its due date.

The market value of financial liabilities includes bonds, whose value is estimated on the basis of the market listings at 31 

December 2014, and financial liabilities to banks, all at floating rate, whose corresponding market value is taken as the 

nominal repayment value. 
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Market value of financial instruments

Below is the classification of financial assets and liabilities measured at fair value in the statement of financial 

position 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 in the statement 

of financial position according to the fair value hierarchy concerned derivative financial instruments at 31 December 

2014 classified at level 2 and entered under Note 11 - “Other current and non-current assets” (€6 million) and Note 18 

- “Other current and non-current liabilities” (€9 million).

Disputes and other measures

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 proceedings; 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

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

In 2006, the public prosecutor at the Court of Milan opened a criminal case on the issue of gas metering and the 

legitimacy and reliability of what are known as Venturi meters. This case involved several companies in the gas sector, 

including Snam Rete Gas (investigated pursuant to Articles 24 and 25-ter of Legislative Decree 231/2001). The notice of 

conclusion of preliminary investigations was served in November 2009. Some managers and department heads (including 

persons no longer employed by the Company) were placed under further investigation with regard to various matters. 

The period under investigation was a time span that, in total, covered the years from 2003 to 2007, relating, in addition to 

the issues mentioned above, 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 24 January 2012, the preliminary 

hearing judge ruled that there was insufficient evidence to proceed to a trial of any of those under investigation and 

simultaneously ordered the release from seizure of the meters. The public prosecutor at the Court of Milan filed an appeal 

against certain parts of this ruling at the Court of Cassation.

On 11 February 2013, the Court of Cassation partially annulled (with adjournment) the sentence applied only to 

the violation of Article 40, paragraph 1, letter b) of Legislative Decree No. 504/95. The Court rejected the rest of 

the appeal. As a result, the indictments pursuant to Article 472, paragraphs 1 and 2 of the Italian Criminal Code 

and Article 2638, paragraph 1 of the Italian Civil Code, as well as the indictment pursuant to Legislative Decree No. 

231/2001, no longer applied.

Following the adjournment implemented by the Court of Cassation, the new preliminary hearing opened on 12 

December 2013. On 24 January 2014, with reference to the aforementioned Article 40, paragraph 1, letter b) of 

Legislative Decree No. 504/95, the preliminary hearing judge ordered committal to trial only for 2006 and 2007. 

The hearing was scheduled to begin on 18 April 2014. At the hearing held on 27th March 2015, the Court of Milan 

discharged the indicted persons of the alleged offences because the fact did not occur and it does not constitute a 

crime pursuant to Article 530 of the Italian Code of Criminal Procedure.



Snam 2014 Annual Report

224 Notes to the consolidated financial statements

Snam Rete Gas S.p.A. – Tresana incident

The public prosecutor at the Massa district court has initiated criminal proceedings against unknown persons in 

relation to an incident that occurred on 18 January 2012 in the Municipality of Tresana (MS). The event in question 

was a fire resulting from a gas leak, presumably caused by a broken dielectric fitting. The fire resulted in the death 

of a manual worker who was working for the contracting company and injuries to 10 people, as well as damage to 

houses and possessions.

The part of the plant affected by the fire and the surrounding area have been seized following an order from 

the public prosecutor at the Court of Massa, who has also appointed a court expert witness. Snam Rete Gas has 

appointed its own party expert witnesses.

The court’s expert witness report was filed on 29 November 2012. Following an application by the Company, the 

public prosecutor ordered the release from seizure of the aforementioned area on 11 November 2013. 

Without prejudice to the ascertainment of liability, Snam Rete Gas promptly took action to satisfy, via its insurance 

company, the initial demands made by the municipal authorities and private parties. 

In March and April, the public prosecutor served notification of the conclusion of the preliminary investigations 

involving a number of executives and managers. 

After some postponements, the preliminary hearing occurred on 19th March 2015, which resulted in a committal to 

trial of all the indicted persons. Next hearing is scheduled for 23rd June 2015.   

Snam Rete Gas S.p.A. – Pineto incident 

The Teramo public prosecutor opened an investigation into the event that occurred on 6 March 2015 near the 

town of Pineto, involving a gas leak on a section of piping. The causes of the gas leak and fire are currently being 

investigated. The infrastructure was quickly made safe, stopping the gas leak and facilitating the firefighting 

operations.

Snam Rete Gas is actively cooperating with the competent authorities.

Competition Authority

Italgas S.p.A. - Isontina Reti Gas S.p.A. and framework agreement with Acegas-Aps S.p.A.

On 17 April 2013, the Competition Authority blocked the acquisition of 50% of the capital of Isontina Reti Gas S.p.A. 

by Italgas and the subsequent transfer to said company of some business units of Italgas and Acegas-Aps, on the 

grounds that it would give Isontina Reti Gas a dominant position that would eliminate or considerably reduce, in the 

long term, competition on the market for future tenders for natural gas distribution concessions in the regions of 

Gorizia, Trieste, Pordenone and Padua 1. 

Italgas filed an appeal against the measure with the Regional Administrative Court of Lazio. On 20 March 2014, the 

Court upheld the appeal presented by Italgas, thereby annulling the contested measure. With a ruling of 26 January 

2015, the Council of State subsequently supported the substance of the AGCM’s measure. 

Electricity, Gas and Water Authority (AEEGSI)

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, Gas and Water Authority (AEEGSI) 

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 plants. 

Through its subsequent Resolution 431/2012/S/gas of 25 October 2012, the AEEGSI opened further proceedings to 

determine whether there had been violations with regard to natural gas metering, simultaneously joining with the 

aforementioned investigative proceedings. 



Snam 2014 Annual Report

225Notes to the consolidated financial statements

Snam Rete Gas S.p.A. has submitted proposals in relation to the alleged conduct, as well as an update on the 

situation at the regulating and metering plants in question. The AEEGSI has yet to rule on the admissibility of the 

proposals.

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 opened by Resolution VIS 85/09, the AEEGSI, by way of 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"). This 

parameter is needed to determine the actual energy provided to operators on the market or individual sellers. 

The AEEGSI saw fit to penalise temporary interruption, in limited cases, of the mechanical and chemical reading 

of the HHV. The AEEGSI 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 Rete Gas to improve the 

measurement service and to avoid similar negative reflections on its operations in the future.

As well as paying the fine, Snam Rete Gas has appealed to the courts to have the order reviewed. The merit hearing is 

due to be held on 28 May 2015 before the Lombardy regional administrative court.

Snam Rete Gas S.p.A. - Resolution 145/2013/R/gas - Proceedings to determine the share of costs arising from 

outstanding receivables owing to the gas Balancing Supervisor

By way of Resolution 145/2013/R/gas of 5 April 2013, the AEEGSI began “proceedings to determine the share of costs 

arising from outstanding receivables owing to the gas balancing supervisor for the period 1 December 2011 - 23 October 

2012”.

The proceedings in question arose from the findings of the exploratory investigation, opened by way of Resolution 

282/2012/R/gas, into the methods for regulating the economic aspects of balancing and the steps taken to protect 

the system relating to the period 1 December 2011 - 31 May 2012. By way of Resolution 444/2012/R/gas, the 

AEEGSI extended the period under review for the exploratory investigation up to 23 October 2012. Through 

Resolution 351/2012/R/gas, the Authority also identified measures for managing the costs declared by Snam Rete 

Gas S.p.A., determining the share of costs owing to the Balancing Supervisor on the basis of the outcome of the 

exploratory investigation.

This investigation was concluded by way of Resolution 144/2013/E/gas, and the AEEGSI used Resolution 145/2013/R/

gas to rule that dedicated proceedings should be opened to determine the share of the costs owing to Snam Rete 

Gas S.p.A. with regard to “fully outstanding receivables” and to monitor the situation going forward. 

The results of the investigation were notified on 6 August 2014, with the finding that there were no grounds for 

recognition of the disputed charges. The Company requested permission to take part in the hearing before the bench 

prior to the issuance of the final measure. The date of the hearing has yet to be announced.

The Company has made an allocation to the provision for risks and charges.

Snam Rete Gas S.p.A. - Resolution 9/2014/S/gas - Launch of punitive proceedings against Snam Rete Gas S.p.A. 

for non-compliance with Resolution 292/2013/R/gas

With Resolution No. 9/2014/S/gas, published on 27 January 2014, the Electricity, Gas and Water Authority 

provided for the launch of punitive proceedings against Snam Rete Gas S.p.A. for non-compliance with Resolution 

292/2013/R/gas. The proceedings aim to ascertain whether or not delays exist in provisions relating to the 

enactment of amendments to the Network Code established with Resolution 292/2013/R/gas, with regard to 

settlement or determination of the relative physical and financial items of the balancing of the gas system. 

Snam Rete Gas will cooperate fully and provide all the elements required to demonstrate the legitimacy of its 

operations.
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Italgas S.p.A. – Investigation into breaches regarding gas distribution service quality

On 18 September 2009, by way of Resolution VIS 92/09, the AEEGSI opened a formal investigation into alleged 

breaches regarding gas distribution service quality. Specifically, the alleged breach, on the part of the distributors 

operating networks with cast-iron pipes featuring hemp- and lead-sealed joints (not yet reconditioned), consisted 

in the failure to replace, renew or decommission a minimum of 30% of said networks by 31 December 2008. 

On completion of the investigation, AEEGSI Resolution VIS 41/11, published on 24 March 2011: (i) confirmed that 

Italgas had complied with its replacement obligation across Italy; and (ii) found that the Company was liable for 

failing to comply with said obligation in relation only to the distribution network in Venice, and imposed a fine of 

€51,000.

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 to the Lombardy regional 

administrative court. The merit hearing is due to be held on 28 May 2015.

Italgas S.p.A. - Gas distribution service quality violations

With Resolution 33/2012/S/gas of 9 February 2012, the Electricity, Gas and Water Authority ordered the “Launch 

of four punitive proceedings for the imposition of pecuniary administrative sanctions, in relation to gas distribution 

service quality” to determine whether there had been any violation of Article 2, paragraph 1 and Article 12, 

paragraph 7.b) of Resolution ARG/gas 120/08 by four natural gas distribution companies, including Italgas S.p.A. 

In particular, the Authority claims that, with regard to its Venice plant, the company failed to comply with the 

obligation to recondition or replace, by 31 December 2010, at least 50% of the cast-iron pipes with fittings of 

hemp and lead in operation as at 31 December 2003, set out in the aforementioned Article 12, paragraph 7.b). 

A communication from the AEEGSI on the results of the investigation is pending.

Tax cases

Stoccaggi Gas Italia S.p.A. – Registration

On 30 November 2012, the Milan branch of Italy’s Revenue Agency served the Company with notice of a tax 

assessment for the value adjustment of the transfer by Saipem Energy Services S.p.A. to Stogit of its plant operating 

maintenance business unit. The assessed transfer value was greater than the declared value owing to a higher 

goodwill calculation, resulting in an additional figure of approximately €88,000 in registration tax, plus fines and 

interest.

Pursuant to Article 12 of Legislative Decree No. 218/1997, the Company responded to this order by submitting a tax 

settlement proposal with a view to establishing whether the grounds exist to definitively resolve the matter. This 

proposal was not accepted.

The Company has therefore submitted a joint appeal with Saipem S.p.A. to the Milan provincial tax commission, 

opposing the Milan branch of the Revenue Agency. 

On 18 September 2014, the appeal was processed by the Milan provincial tax commission, which issued a ruling 

upholding the appeal on 2 October 2014.

The deadline is pending for an appeal against the ruling by the Revenue Agency.

The company has made an allocation to the provision for risks and charges.

Stoccaggi gas Italia S.p.A. - Payment notice for registration tax

On 4 March 2015, the Revenue Agency issued Stogit with a payment notice requesting payment of the total sum of 

approximately €2.7 million in tax, relating mainly to registration tax for legal deeds.

Investigations are currently under way with a view to contesting the notice.
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Italgas S.p.A. - Direct and indirect taxes

The 2009 general tax audit performed by officials of the Revenue Agency (Piedmont branch, Audit and 

Collection Sector, Large Taxpayer Office), which ended on 7 December 2012 with the release of the official audit 

report, resulted in around €1 million of additional IRES, IRAP and VAT, plus penalties and interest. 

In December 2014, tax assessments concerning IRES, IRAP and VAT were issued, and the Company responded by 

submitting a tax settlement proposal. 

The Company has made an allocation to the provision for risks and charges. 

Judicial administration of subsidiary Italgas - Court of Palermo

On 11 July 2014, the Court of Palermo notified subsidiary Italgas of a preventative measure of judicial 

administration, pursuant to Article 34, paragraph 2 of Legislative Decree 159/2011 (“Anti-mafia code and 

prevention measures, as well as new measures relating to anti-mafia documentation in accordance with Articles 

1 and 2 of Law No. 136 of 13 August 2010”). Pursuant to the law, this measure protects the capital structure of 

Italgas from infiltration and/or collusion.

This is a temporary measure with a fixed maximum duration, which in this case is six months and may be 

extended by no more than six months pursuant to Legislative Decree 159/2011. As a result, the powers of 

administration for the economic and business activities and assets of Italgas have been assigned to a collective 

administrative body comprising four court-appointed members. Italgas’s Board of Directors is suspended for the 

duration of the measure. Snam retains full ownership of the entire share capital of Italgas and all related rights. 

For the purposes of the accounting principles adopted when drawing up the 2014 Half-Year Report, it should 

be pointed out that Italgas had been notified of the measure on 11 July 2014, after the end of the first half 

of the year and prior to approval of the Report. Furthermore, for the purposes of the Group’s consolidated 

financial statements, the collective administrative body had authorised the transmission to Snam of the Italgas 

Half-Year Report at 30 June 2014, together with the relevant management certifications involved in the Group 

procedures in place and subject to prior examination by Italgas’s Board of Statutory Auditors. Therefore, in light 

of the control it exercised over Italgas for the entire first half of 2014 and the full availability of the Company's 

information flows as at 30 June 2014, in accordance with the provisions of IFRS 10 - “Consolidated Financial 

Statements”, Snam had retained the procedures used for consolidating the subsidiary within the Group.

At the same time, Consob had informed the Company that it was investigating the possible effects of the Italgas 

matter on the accounting methods used in relation to the subsidiary in the reports pertaining to the period of 

the preventative measure.   

Subsequently, with an order issued on 2 October 2014, the presiding judge gave a clearer definition of the 

scope of the judicial administration and the activities of the administrative body (hereinafter referred to as 

the “Order”). The Order specifies that the objectives of the judicial administration measure of which Italgas 

was notified are primarily related to inspection and focus on activities that may reveal whether there are 

indications of potential infiltration, with a view to taking the necessary steps. Based on this purpose and taking 

into account, in the case in question, that no action is being taken on the block of shares of the subsidiary and 

the fact that the preventative measure is a short-term, temporary measure, the Order states that there are no 

legal, operational or procedural grounds to call into question the parent company’s powers, compliance with the 

Group’s objectives and strategies, or observance of corporate procedures. 
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Confirming this, with regard to the activities of the administrative body, the Order also states that, without 

prejudice to compliance with the provisions of law, this more clearly defined scope and the specific instructions 

given to the judicial administrators are based on the following principles and activities:

1.	 The continuation by Italgas along the strategic lines defined in its previously adopted Business Plan and Budget, 

which, in line with the Snam Group’s sustainability, confirm Italgas's position as a leading operator in the Italian 

natural gas distribution industry;

2.	 The maintenance of the cash pooling services performed by Snam to cover Italgas’s financial requirements by 

accessing the financial markets, in line with the objectives approved in the Business Plan;

3.	 The maintenance of the services provided centrally by the Snam Group for Italgas, in line with and without 

prejudice to the contracts in place and the powers granted (with the sole exception of limitations to some 

powers of attorney that have already been provided for);

4.	 The maintenance of Italgas within the scope of consolidation of the Snam Group for the purposes of the 

national tax consolidation scheme, since the conditions provided for by the relevant regulations have been 

fulfilled; 

5.	 The availability to Snam of Italgas’s information flows for the purposes of drawing up periodic Group 

consolidated financial disclosures, including a statement from Italgas’s management to Snam and to the 

independent auditors, in continuation of current procedures (in order to avoid comments from the independent 

auditors);

6.	 The sharing and continuation by Italgas of obligations relating to Snam’s reporting control system pursuant to 

Law 262/2005 (in line with the steps already taken to maintain the Corporate Reporting Control System);

7.	 Continuity in relations between the control bodies of Snam and Italgas: continuity in carrying out the duties 

and meetings of the control and supervisory bodies of Italgas, without prejudice to any appropriate and 

necessary involvement with the judicial administration body in relation to the requirements of the preventative 

measure; 

8.	 Continuity in executing the Group’s Annual Audit Schedule, which consists of the steps taken by the Group 

Internal Audit department in relation to Italgas’s activities (as already carried out pursuant to the strategy of 

not introducing any amendments or delays to the annual schedule);

9.	 Continuity in relation to the body of Group procedures adopted by Italgas and the related interaction with 

Snam’s departments and management (including the “Extraordinary Transactions” procedure).   

  

In light of the above, and in view of the scope of the judicial administration, the Order concluded that there 

were no obstacles to the consolidation of the Italgas S.p.A. financial statements within the Snam Group, without 

prejudice to the subsidiary retaining full independence and responsibility with regard to the adoption of decisions 

under its sole competency. 

Snam has continued to work closely with the judicial authorities and the administrative body. Within this context, 

and partly in the interests of Italgas, Snam has appointed a leading specialised international company to conduct a 

thorough independent investigation aimed at: 

•	 reconstructing the circumstantial framework outlined in the Decree, particularly with regard to Italgas’s relations 

with the counterparties mentioned in the Decree and to the control system in force at the time; 

•	 assessing the overall stability of the current risk management and internal control system, particularly with regard 

to the risk of infiltration and facilitation of organised crime in tenders. 

Following its technical work pertaining to accounts and records and to the internal control system, the appointed 

company drew the following conclusions, in summary: (i) the supply relations with the counterparties mentioned 

in the Decree accounted for less than 1% of Italgas’s total cumulative expenditure (and 0.16% of the Snam 

Group’s total expenditure) between 2009 and 2014; and (ii) the current risk management and internal control 

system appears to be effective and suitable for the purpose of identifying, preventing or minimising the corporate 

operational risk of infiltration/facilitation of organised crime in business and economic activities. The findings of 

the thorough independent investigation have been submitted to the judicial authorities.
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For the purposes of the Interim Directors’ Report at 30 September 2014, and taking into account the 

considerations set out in the Order, Italgas S.p.A. remained within the Group’s scope of consolidation. 

At the end of the six-month period, the court extended the preventative measure for an additional six months, 

as provided for by Legislative Decree 159/2011. At the same time, the Court ordered the administrative body to 

draw up a programme of measures aimed at concluding the activities, including in relation to the findings of said 

body. On 8 January 2015, the presiding judge issued an order confirming authorisation for Italgas to be included in 

the Group’s consolidated financial statements at 31 December 2014, and ruled that the programme of measures 

should be drawn up taking into account Snam’s proposals and the staging of a technical round table. Snam is 

continuing to work closely with the judicial authorities and the administrative body in the hope of securing a swift 

conclusion to the proceeding.  

With regard to the identification of the scope of consolidation for the purpose of the 2014 Annual Report, Snam 

obtained two opinions from leading independent experts, which confirmed that Italgas should be included in the 

Group’s scope of consolidation. 

Based on the above considerations, and taking into account the opinions obtained, the fact that the events 

of recent months confirm the continuity of Snam’s single management structure and the full availability of 

Italgas’s information flow regarding the 2014 separate financial statements, which were approved by the judicial 

authorities, supported by accompanying statements and subject to prior assessment by Italgas’s Board of 

Statutory Auditors, Snam opted to keep Italgas and its subsidiaries within the Group’s scope of consolidation, in 

line with the accounting principles adopted for the financial documents published in 2014.  

The Company has kept Consob informed of the progress of the measure and subsequent orders, as well as giving it 

advance notice of the accounting principles adopted.

Recovering receivables from certain users of the transportation and balancing system 

The balancing service ensures that the network is safe and that costs are correctly allocated between the market 

operators. Balancing has both a physical and a commercial purpose. The physical balancing of the system consists 

of the set of operations through which the Dispatching department of Snam Rete Gas controls flow parameters 

(capacity and pressure) in real time in order to ensure that gas can move safely and efficiently from injection 

points to withdrawal points at all times. Commercial balancing consists of the activities required to correctly 

schedule, account for and allocate the transported gas, as well as the fee system that encourages users to 

maintain a balance between the volumes they inject into and withdraw from the network. 

Pursuant to the current balancing regime, which was introduced by Resolution ARG/gas 45/11 and came into 

effect on 1 December 2011, in its role as Balancing Supervisor, Snam Rete Gas must ensure that it procures 

the quantities of gas required to balance the system and offered on the market by users through a dedicated 

platform of the Energy Market Operator, and, accordingly, it must financially settle the imbalances of individual 

users by buying and selling gas on the basis of a benchmark unit price (the “principle of economic merit”). The 

Company must also ensure that it recovers sums owed for the settlement of imbalances from any defaulting 

users. 

a) Unpaid receivables relating to the period from 1 December 2011 to 23 October 2012

The initial regulation laid down by the Authority with Resolution ARG/gas 155/11 stated that users had to provide 

specific guarantees to cover their exposure and, where Snam Rete Gas had performed its duties diligently and 

had not been able to recover the costs related to provision of the service, these costs would have been recovered 

through a special fee determined by the Authority. This Resolution, with reference to the income statement items 

pertaining to the balancing system, stipulated that the Balancing Supervisor would receive from the Electricity 

Equalisation Fund the value of receivables unpaid by the end of the month following the month in which 

notification was given49.

49	 To be presented to the Electricity Equalisation Fund four months after the due date of unpaid invoices.
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Through its subsequent Resolution 351/2012/R/gas50, the Authority ordered, with effect from 1 October 2012, the 

application of the variable unit fee CVBL to cover uncollected receivables, and the payment of the expenses to be 

recovered in monthly instalments of up to €6 million over a minimum of 36 months.

Through Resolution 282/2012/R/gas, as subsequently amended by Resolution 444/2012/R/gas, the Authority 

opened an exploratory investigation into balancing service provision methods for the period 1 December 2011 

- 23 October 201251. The investigation was closed by Resolution 144/2013/E/gas of 5 April 2013, when the 

Authority: (i) adopted Resolution 145/2013/R/gas, through which it opened proceedings to determine the share 

of costs arising from uncollected receivables owing to the gas balancing supervisor for the period 1 December 

2011 - 23 October 2012; and (ii) opened six proceedings aimed at establishing whether there have been 

violations regarding the natural gas balancing service52. 

With reference to the period under investigation, Snam Rete Gas, having terminated the transportation contracts 

of the six users involved in the aforementioned proceedings since they either defaulted on payments or failed to 

comply with the balancing obligations set forth in the industry regulations and the Network Code, initiated steps 

to recover the receivables, as described in more detail below, relating to income statement items arising from 

commercial balancing operations entrusted to Snam Rete Gas in its capacity as Balancing Supervisor, and also 

relating to the transportation service.

Specifically, the competent legal authorities issued 11 provisional executive orders, of which six related to 

receivables arising from the balancing service and five to receivables arising from the transportation service. 

Having received these orders, Snam Rete Gas initiated the necessary executive proceedings, which resulted in 

the recovery of negligible amounts of the overall debt of the users, partly because of the bankruptcy procedures 

under way at some of these users.

Subsequently:

•	 it was not possible to pursue the appropriate executive actions against two users because they were involved 

in bankruptcy procedures in which Snam Rete Gas immediately participated (at the time of writing, one 

user has been declared bankrupt53 and the other has been admitted to proceedings for an arrangement with 

creditors which are still under way54); 

•	 in relation to a third user, in addition to the appeals for an injunction, Snam Rete Gas has submitted a request 

for seizure. Moreover, the appeal, which was originally upheld by the Court, was subsequently overturned in 

light of the user opening proceedings for an arrangement with creditors, in which Snam Rete Gas immediately 

participated. The user, which was initially admitted to proceedings for an arrangement with creditors, was 

subsequently declared bankrupt55;

•	 a fourth user, in relation to which the executive actions proved fruitless, was recently declared bankrupt56;

•	 Snam Rete Gas has also agreed repayment plans with two defaulting users for the full recovery of the 

receivables owed to it. In addition, one of the users stopped making the agreed repayments after its 

shareholders authorised the Company’s directors to file for an arrangement with creditors, to which the user 

was subsequently admitted57;

50	 The aforementioned resolution was annulled with Ruling No. 1587/2014 of the Regional Administrative Court of Milan, in relation to the obligation for users to pay the CVBL fee in the amount of €0.001/
SCM with effect from 1 October 2012. Moreover, with the subsequent Resolution 372/2014/R/gas, the coefficient was adjusted in the same amount of €0.001/SCM.

51	 The period covered by the exploratory investigation was initially limited to 1 December 2011 - 31 May 2012 and subsequently extended until 23 October 2012 by Resolution 444/2012/R/gas.

52	 As at 31 December 2014, four of the aforementioned proceedings had been concluded through the approval of Resolutions 151/2014/S/gas, 188/2014/S/gas, 241/2014/S/gas and 471/2014/S/gas, with 
which the Authority imposed significant financial penalties on the four users in question.

53	 Snam Rete Gas has been included on the list of creditors with regard to the receivables owed to it. 

54	 The judicial authorities have issued an approval decree.

55	 Snam Rete Gas has been included on the list of creditors with regard to the receivables owed to it. 

56	 Snam Rete Gas has applied for inclusion on the list of creditors with regard to the receivables owed to it.

57	 The creditors must also express an opinion on the pre-bankruptcy arrangement plan submitted by the user.
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The users in question have appealed against some of these injunctions. Specifically, as well as requesting the 

suspension of the provisional enforceability and the revocation and/or declaration as null and void of the 

injunctions themselves, three users have submitted counterclaims requesting that Snam Rete Gas be ordered to 

compensate them for alleged damage suffered. In relation to one user, the opposition proceedings brought were 

declared to have been annulled, as a result of which the counterclaims were withdrawn and the injunctions were 

made absolute.

b) Unpaid receivables after 23 October 2012

Two additional transportation contracts were terminated in 2013. In relation to one user, the Court of Milan 

issued a provisional executive injunction ordering the user to pay Snam Rete Gas a total of around €14 million, 

plus interest and expenses, in relation to the balancing service. The executive procedures initiated resulted in the 

recovery of around €500 thousand. The user appealed against the injunction, submitting a counterclaim requesting 

compensation for alleged damage suffered.

Two provisional executive injunctions were issued in relation to a second user. The first concerned the balancing 

service, for a sum of around €700 thousand, while the other related to the transportation service, for approximately 

€4.5 million. As a result, proceedings were launched to implement the injunctions, in response to which the user 

appealed but did not bring a counterclaim.

In 2014, another transportation contract was terminated in relation to a user that had failed to pay outstanding 

balancing service invoices in the amount of around €75 thousand and transportation service invoices worth 

approximately €180 thousand. As a result, Snam Rete Gas initiated debt recovery measures, having recently obtained 

two provisional executive injunctions.

Snam Rete Gas, as stated in the provisional executive injunctions issued by the Court, has engaged in proper 

conduct and complied with the provisions of the transportation contract, the Network Code and, more generally, the 

applicable legislation. 

 

Recovering receivables from users of the storage system  

Withdrawals made from strategic storage by three users, invoiced by Stogit and not replenished by the user under the 

terms specified by the Storage Code, ascribable to November and December 2010

On 15 June 2011, Stogit appealed to the Court of Milan for an injunction against one user, with provisional 

enforceability relating to invoices for the sale of strategic gas, modulation fees and penalties. The Court of Milan 

issued the user with an injunction for the amount requested, plus interest and expenses, without allowing provisional 

enforceability. The debtor opposed the order. With the case under way, and overturning the decision made at the 

hearing of 29 June 2012, the Court of Milan applied provisional enforceability to the injunction, issuing an order on 

28 August 2012 to reject the user’s appeal against this measure. 

Using the order that applied provisional enforceability to the injunction, Stogit initiated executive proceedings.

In view of the withdrawals and non-replenishment of strategic gas in January, February and March 2011, Stogit filed 

a request with the Court of Milan on 30 September 2011 for a second injunction, which was also opposed by the 

debtor. By way of an order issued on 11 February 2013, the Court of Milan also applied provisional enforceability to 

this second injunction.

Following a request for summary proceedings for the replenishment of all gas withdrawn, which resulted in the 

conviction of the debtor, an order of 30 May 2012 rejected the user’s appeal against this conviction. The three suits 

were subsequently combined.

In September 2012, the Court of Asti admitted three users to proceedings for an arrangement with creditors, 

including the user involved in the aforementioned combined proceedings.

At the request in March 2013 of the three Stogit debtors and other companies in the same group, on 29 March 2013, 

the Court of Asti revoked the aforementioned arrangement with creditors and ordered a new one for all the appellant 

companies.
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Under the terms and conditions established by the court-appointed receiver, Stogit formally transmitted and 

documented the amounts of its receivables with these users, including the respective accrued contractual interest 

owed.

Owing to the declaration of bankruptcy brought about by the ruling of 18 November 2013 of the Court of Asti, 

the aforementioned combined proceedings pending against the first of the aforementioned three users was 

declared suspended. Stogit therefore initiated proceedings to prove the receivable was owed to it. On 18 March 

2014, an executive order was issued including Stogit on the list of creditors and acknowledging its declared 

receivable in full. 

The second of the three users that owed money to Stogit was declared bankrupt by the Court of Asti with a 

ruling of 22 November 2013. Following an examination of the list of creditors, the receivable was admitted in 

full.

However, the procedure for an arrangement with creditors is continuing with regard to the third user, which was 

approved by way of an order issued by the Court of Asti on 2 July 2014. An appeal against the approval decree 

filed by one of the creditors is pending before the Court of Appeal of Turin.

Withdrawals made from strategic storage by a user, invoiced by Stogit and not replenished by the user under the terms 

specified by the Storage Code, ascribable to the thermal years 2010-2011 and 2011-2012

Stogit filed with the Civil Court of Milan for a payment injunction provisionally enforceable against one user 

pursuant to Article 186-ter.

At present, following the partial restitution of gas in the wake of legal action brought, Stogit is still owed 

approximately 23.6 million SCM.  

At a hearing on 25 September 2013, the Court set the deadlines for filing testimonies pursuant to Article 183 

of the Italian Code of Civil Procedure, and arranged the hearing for preliminary statements for 14 May 2014. 

Following an examination of the opposing requests and demands, the order containing the injunction pursuant to 

Article 186-ter of the Italian Code of Civil Procedure requested by Stogit was issued on 14 June 2014. With the 

same order, after the opposing investigation requests were rejected, the suit was adjourned for a final hearing on 

12 October 2016.  

Having obtained a provisional executive payment injunction pursuant to Article 186-ter, in September 2014, 

having identified the two main credit institutions of reference for the debtor, Stogit brought asset seizure 

proceedings. 

Withdrawals made from strategic storage by a user, invoiced by Stogit and not replenished by the user under the terms 

specified by the Storage Code, ascribable to October and November 2011

Stogit filed with the Civil Court of Milan for a payment injunction provisionally enforceable pursuant to Article 

186-ter.

Pending the proceedings, the Court of Rome declared the user bankrupt on 30 October 2014. As a result, the Civil 

Court of Milan declared a suspension of the legal action originally brought. On 6 February 2015, the Company 

filed a request for proof of bankruptcy.

At present, following the partial restitution of gas in the wake of legal action brought because of improper 

withdrawals, Stogit is still owed approximately 56.0 million SCM. 

Emissions trading verification

On 3, 6 and 9 February 2015, the National Committee for the Management of Directive 2003/87/EC and for 

Support in the Management of Kyoto Protocol Projects (the “Committee”) issued Snam Rete Gas S.p.A., Stogit 

S.p.A. and GNL Italia S.p.A. with seven notifications of investigation concerning: (i) the violation of Article 25 of 

Legislative Decree No. 30 of 13 March 2013 resulting from the failure to submit, within the relevant deadline, 

notification of the partial termination of the activities of certain plants authorised for emissions; and (ii) the 

improper allocation of emissions quotas.
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The companies in question are subject to the “Emissions Trading” regulations58, which stipulate that all 

facilities must have a dedicated authorisation to emit CO
2
 into the atmosphere, and must hold a number of 

allowances (one allowance corresponds to 1 tonne of CO
2
) at least equal to the number of tonnes of CO

2
 

emitted during the course of the previous calendar year, as certified by an external body. The allowances are 

assigned free of charge every year by the Ministry of the Environment and Protection of Land and Sea for each 

plant. Each plant must then return the allowances issued in the previous year to the Ministry by 30 April of 

each year.

The notification of the partial termination of the activities of the plant should have been sent by 31 January 

2013 (pursuant to Resolution No. 47/2012 adopted by the Ministry of the Environment and Protection of 

Land and Sea on 28 December 2012), which deadline was subsequently extended until 14 February 2013 with 

Resolution No. 1/2013, adopted by the Ministry on 16 January 2013.

These resolutions did not provide for the imposition of any sanction for late notification, failure to make the 

relevant notification and/or incorrect sending of the notification.  The introduction of dedicated sanctions was 

provided for only with the adoption of Legislative Decree No. 30 of 13 March 2013.

On 27 March 2015, following the timely filing of the brief requesting to dismiss the proceedings, the 

Committee set aside all seven reports previously served on the companies.

Environmental regulations  

The risks related to the impact of the Company’s activities 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 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 the difficulty in determining the possible consequences, also 

with respect to other parties’ liability and any possible insurance compensation.

Emission Trading 

The greenhouse gas emission authorisation system, which was previously regulated by Legislative Decree 

No. 216/2006, was updated and amended by Legislative Decree No. 30 of 13 March 2013, effective from 5 

April 2013, concurrent with the end of the second regulatory period (2008-2012) and the start of the third 

regulatory period (2013-2020).

The main aim of Legislative Decree No. 30 of 13 March 2013 was to update laws on greenhouse gas emission 

authorisations and to continually reduce free emission allowances. The allocation of free greenhouse gas emission 

allowances for 2013-2020 is regulated by Article 10-bis of Directive 2009/29/EC, which was approved through 

Decision 2011/278/EC. The allowances allocated to each plant, which under the new rules will be gradually 

smaller and not constant as in the previous period, are listed in Resolution 29/2013, which was approved on 20 

December 2013 by the National Committee for the Management of Directive 2003/87/EC and for Support in the 

Management of Kyoto Protocol Projects.

58	 This refers to the system for trading greenhouse gas emissions allowances within the EU, introduced pursuant to European Parliament and Council Directive 2003/87/EC of 13 October 2003, as amended 
by European Parliament and Council Directive 2004/101/EC of 27 October 2004, European Parliament and Council Directive 2008/101/EC of 19 November 2008, European Parliament and Council 
Regulation (EC) 219/2009 of 11 March 2009, and European Parliament and Council Directive 2009/29/EC of 23 April 2009.
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The Snam Group expects to be allocated a total of approximately 3.8 million tonnes of CO2 in the third 

regulatory period, of which 2.62 million tonnes is for Snam Rete Gas, 0.25 million tonnes for GNL Italia and 

0.94 million tonnes for Stogit. The amount allocated in the final year of the period is expected to be around 

70% less than the first year’s allowance.

The most significant changes introduced by Article 25 of Legislative Decree 30 of 13 March 2013 include 

the introduction of the principle of partial asset transfers: this means that the allocation of free emission 

allowances will depend on the actual level of plant operation; this is supplementary to the previous 

legislation’s free emission allowance allocation criterion based on installed capacity (i.e. the number of 

machines installed). Due to the application of this principle and the activities carried out by the group’s plants 

in 2014, emissions allowances were reduced to around 1.9 million tonnes of carbon dioxide.

In 2014, carbon dioxide emissions from Snam Group facilities were, overall, higher than the emission permits 

allocated. Some 0.4 million tonnes of carbon dioxide was emitted into the atmosphere, whereas about 0.33 

million emission permits are being allocated, including permits for new plants. This results in a deficit of 0.067 

million tonnes. This deficit was offset by the allowances already present on the books of individual plants, 

which have been accumulated thanks to a surplus in previous years.

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

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. 

Acquisition of Italgas  

As at 31 December 2014, the remaining commitments from the aforementioned agreements concerned 

adjusting the Italgas purchase price to take into account part of the costs/benefits arising from the sale of 

property owned by Italgas that is no longer part of its operations.

Acquisition of Stogit

The Stogit acquisition price may be adjusted to take into account the different amount that might be 

recognised by the Authority for the tariff period 1 January 2015 - 31 December 2018 relating to the volumes 

of natural gas owned by Stogit on the share transfer date and which are part of RAB assets.

The agreement also provides for hedging mechanisms to ensure that eni continues to assume the risks and/or 

benefits from any sale of natural gas that is no longer required for the functioning of the storage system; any 

sale of storage capacity that may become freely available on a negotiable rather than regulated basis; or the 

transfer of concessions held by Stogit at the time of the share transfer that may become dedicated mainly to 

storage activities which are no longer regulated.  
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LNG - Peak shaving service commitments

With a decree of 13 September 2013, the Ministry of Economic Development modified the emergency plan for 

the natural gas system, introducing, as an additional emergency measure, the use of liquefied gas storage under 

a “peak shaving” system, which can be activated by using regasification terminals. In October 2014, GNL Italia 

subscribed to the initiative, publishing on its website a public procedure pursuant to the Ministerial Decree of 18 

October 2013, which defined the criteria and procedures for offering the peak shaving service. In connection with 

this, in December 2014 GNL Italia received a methane tanker equivalent to around 1.5 million GJ and stored, at 

the tanks at its Panigaglia terminal, a portion of this quantity belonging to Gaz de France, the company that was 

awarded the tender. The LNG that will be stored for the entire winter of 2014/2015 will be regasified in full or in 

part in case of emergency, or returned to the supplier in April 2015 if there is no gas emergency.

25) Revenue  

The breakdown of revenue for the period, which totalled €3,882 million (€3,848 million in 2013), is shown in the 

following table:

(e  million) 2013 2014

Core business revenue 3,735 3,784

Other revenue and income 113 98

3,848 3,882

The reasons for the most significant changes are described in the “Financial review” section of the Directors’ Report.

The group generates all of its revenue in Italy. An analysis of revenue by business segment can be found in Note 32 - 

“Information by business segment”.

Core business revenue

Core business revenue, which totalled €3,784 million (€3,735 million in 2013), is analysed in the following table:

(e  million) 2013 2014

Core business revenue   

- Natural gas transportation 1,986 2,016

- Liquefied natural gas (LNG) regasification 22 19

- Natural gas storage 401 415

- Natural gas distribution (*) 1,314 1,323

- Corporate and other activities 12 11

  3,735 3,784 

(*)	 Including revenue relating to the construction and upgrading of natural gas distribution infrastructure in the amount of €316 million (€319 million in 2013). 
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Natural gas transportation

Core business revenue (€2,016 million) consisted mainly of fees for the transportation service (€2,013 million), pertaining 

primarily to eni S.p.A. (€1,094 million) and Enel Trade S.p.A. (€266 million). Transportation revenue includes the chargeback 

to users of the costs of connecting the Company’s network to that of other operators (€57 million)59.  During the course of 

2014, Snam provided transportation services to 131 companies (121 companies in 2013).

Liquefied Natural Gas (LNG) regasification

Core business revenue (€19 million) relates to fees for LNG regasification carried out at the Panigaglia (SP) LNG terminal, 

and mainly concerns Enel Trade S.p.A. (€12 million) and eni S.p.A. (€2 million). During the course of 2014, Snam provided 

regasification services to 4 companies (3 companies in 2013).

Natural gas storage

Core business revenue (€415 million) relates mainly to fees for modulation (€346 million) and strategic (€56 million) 

storage, and mainly concerns eni S.p.A. (€102 million) and Enel Trade S.p.A. (€18 million).

During the course of 2014, Snam provided natural gas storage services to 117 companies (118 companies in 2013).

Natural gas distribution

Core business revenue (€1,323 million) relates essentially to: (i) fees for natural gas transmission services (€973 million); 

(ii) ancillary and optional services (mostly “Activation”, “Deactivation”, “Suspension and reactivation of the gas supply” 

and “Moving and removal of meters”) and revenue for Authority incentives connected with the achievement of quality 

standards (€35 million in total). Core business revenue relates mainly to eni S.p.A. (€591 million) and Enel Energia S.p.A. 

(€59 million).

During the course of 2014, Snam used its networks to distribute the gas of 249 commercial companies (218 companies in 

2013).

Core business revenue from the construction and upgrading of natural gas distribution infrastructure linked to concession 

agreements under IFRIC 12 amounted to €316 million (€319 million in 2013).

Core business revenue is reported net of the following items involving tariff components, in addition to the tariff, 

applied to cover gas system expenses of a general nature. Amounts received from Snam are paid in full to the Electricity 

Equalisation Fund.

(e  million) 2013 2014

Additional fees for the transportation service 508 466

Additional fees for the distribution service 300 230

808 696

Additional fees for the transportation service (€466 million) consist primarily of the following fees: (i) CVOS, as 

provided for by the Authority with Resolution ARG/gas 29/11 to cover expenses pursuant to Article 9 of Legislative 

Decree 130/10 incurred by the Energy Services Operator for the payment to the storage company of sums 

owed in relation to the SG income guarantee (€177 million); (ii) GST and RET, respectively, to cover expenses for 

compensation for subsidised tariffs to disadvantaged customers in the gas sector and expenses for calculating and 

implementing energy savings and development of renewable energy sources in the gas sector (€166 million in 

total); (iii) CVBL, to cover expenses connected with gas system balancing (€61 million); (iv) CVI, to cover expenses 

59	 Where the provision of the transportation service involves the networks of multiple operators, Resolution No.166/05 of the Authority, as subsequently amended, provides for the principal operator to 
invoice the users for the service, transferring to the other operators of the transportation networks the portion attributable to them.
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incurred to reduce gas consumption (€47 million); and (v) UG3T, introduced by Resolution 134/14/R/GAS to cover 

expenses related to the default service performed for customers directly connected to the regional transportation 

network (€11 million).

Additional fees for the distribution service (€230 million) consist primarily of the following fees: (i) RE, to cover 

expenses for calculating and implementing energy savings and development of renewable energy sources in the 

gas sector; (ii) RS, to cover gas services quality; (iii) UG1, to cover any imbalances in the equalisation system 

and any adjustments; (iv) UG2, to offset retail sales marketing costs; (v) UG3int, to cover expenses related to 

interruptions to the service; (vi) UG3ui, to cover expenses related to any imbalances in specific equalisation 

mechanism balances for the Default Distribution Service Provider, as well as any arrears expenses incurred by 

Suppliers of Last Instance, exclusively for end customers whose supplies cannot be suspended; (vii) UG3ft, to cover 

expenses relating to the service for temporary providers on the transportation network; and (viii) GS, to cover the 

tariff compensation system for economically disadvantaged customers.

Other revenue and income

Other revenue and income, which amounted to €98 million (€113 million in 2013), can be broken down as follows:

(e  million) 2013 2014

Income from gas sales for the balancing service (*) 80 45

Income from the sale of energy efficiency certificates (**)  6

Income from property investments 5 6

Insurance compensation 4 3

Plant safety inspection fee 3 3

Capital gains from disposals of property, plant and equipment and intangible assets 12 1

Other income 9 34

113 98

(*) 	 Revenue from the balancing business, operational since 1 December 2011, in accordance with Resolution ARG/gas 45/11 of the Authority, relates to sales of natural gas made 

for the purposes of balancing the gas network. The revenue is matched to operating costs linked to withdrawals from the gas storage system.

(**)	 Net of costs incurred to purchase the certificates.

Other income (€34 million) relates mainly to reimbursements recognised by the Authority, linked to the 

achievement of quality and technical standards and various operating reimbursements relating to the natural gas 

distribution service.
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26) Operating costs

The breakdown of operating costs for the period, which totalled €1,106 million (€1,045 million in 2013), is shown in 

the following table:

(e  million) 2013 2014

Purchases, services and other costs 672 763

Personnel expense 373 343

            1,045 1,106

The reasons for the most significant changes are described in the “Financial review and other information” section of 

the Directors’ Report.

Operating costs relating to the construction and upgrading of natural gas distribution infrastructure linked to 

concession agreements under IFRIC 12 amounted to €316 million (€319 million in 2013) and can be broken down 

as follows:

(e  million) 2013 2014

Costs for raw materials, consumables and supplies 26 43

Costs for services 189 175

Costs for the use of third-party assets 12 10

Personnel expense 92 88

319 316

Purchases, services and other costs

Purchases, services and other costs, which amounted to €763 million (€672 million in 2013), can be broken down as 

follows:

(e  million) 2013 2014

Purchase costs for raw materials, consumables, supplies and goods 147 244

Costs for services 503 511

Costs for the use of third-party assets 88 89

Change in raw materials, consumables, supplies and goods 34 (53)

Net accrual to (utilisation of) provisions for risks and charges 4 64

Other operating expenses 60 53

 836 908

Less:   

Increase on internal work (164) (145)

- of which purchase costs for raw materials, consumables, supplies and goods  (90) (68)

- of which costs for services  (74) (77)

672 763
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Costs for services, which amounted to €434 million (€429 million in 2013), related to:

(e  million) 2013 2014

Construction, planning and coordination of work 171 165

IT (Information Technology) services 65 76

Purchase of transportation capacity (interconnection) 53 57

Technical, legal, administrative and professional services 35 46

Ordinary maintenance 37 36

Personnel-related services 28 30

Telecommunications services 24 22

Utilities 23 21

Insurance 22 18

Other services 45 40

 503 511

Less:   

Increase on internal work (74) (77)

- of which costs for services  (74) (77)

429 434

Costs for the use of third-party assets, which amounted to €89 million (€88 million in 2013), can be broken down as 

follows:

(e  million) 2013 2014

Fees, patents and licences 59 63

Leases and rentals 29 26

88 89

Fees, patents and licences (€63 million) mainly concern fees paid to concessionary bodies for the operation of 

natural gas distribution concessions (€52 million). 

Leases and rentals (€26 million) mainly relate to charges for operating leases on office buildings and the occupancy 

of public land. 

The positive change in raw materials, consumables, supplies and goods (-€53 million) is due mainly to the effects of 

gas contributions in kind by users of the transportation service and the change in stock materials, related mainly to 

the development of transportation networks. These effects were partly offset by the impairment loss (€30 million) 

recorded in relation to 0.4 billion cubic metres of strategic gas pertaining to the storage sector60.

Net allocations to provisions for risks and charges, which amounted to €64 million, net of surplus use (€4 million 

in 2013), related essentially to probable costs arising from trade balancing (€45 million) and estimated costs for 

adapting plants in the distribution sector (€20 million).

60	 For further information, see Note 9 - “Inventories”.
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For more details about the change in provisions for risks and charges, please see Note 19 - “Provisions for risks and 

charges”.

Other operating expenses, which amounted to €53 million (€60 million in 2013), can be broken down as follows:

(e  million) 2013 2014

Direct and indirect taxes 22 25

Capital losses on eliminations of property, plant and equipment and intangible assets 15 21

Methane consumption tax 2 1

Net (utilisation of)/allocations to the provision for impairment losses on receivables 5 (1)

Negative difference from cancellation of energy efficiency certificates (TEE) 9  

Other expenses 7 7

60 53

Personnel expense

Personnel expense, which amounted to €343 million (€373 million in 2013), can be broken down as follows:

(e  million) 2013 2014

Wages and salaries 282 285

Social security contributions (pensions and healthcare assistance) 88 90

Employee benefits 10 6

Other expenses 53 25

433 406

Less:   

Increase on internal work  (60) (63)

373 343

Employee benefits (€6 million) related mainly to other long-term benefits (€5 million) relating to long-term cash 

incentive plans.  

Other expenses (€25 million) related mainly to defined-contribution plans.

A description of employee benefits can be found in Note 20 - “Provisions for employee benefits”.
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Average number of employees

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

as follows:

Professional status 31.12.2013 31.12.2014

Executives 117 123

Managers 573 595

Office workers 3,255 3,311

Manual workers 2,089 2,087

6,034 6,116

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

category. 

The number of personnel in service at 31 December 2014 was 6,072 (6,045 at 31 December 2013), an increase of 

27.

Share-based incentive plans for executives

In 2014, all existing stock options, which were all related to the 2008 allocation plan, had been exercised. At 31 

December 2014, no stock options existed.

The change in the stock option plans at 31 December 2014 is as follows:

2013                2014               

No of shares

Average 
strike 

price (e)

Market 
price 

(e) (a) 
No of 

shares

Average 
strike 

price (e)

Market 
price 

(e) (a) 

Options existing at 1 January 2,521,350 3.68 3.52 545,600 3.46 4.04

Options exercised during the period (1,233,700) 3.48 3.71 (545,600) 3.46 4.10

Options expired during the period (b) (742,050) 4.16 3.50

Options existing at period end 545,600 3.46 4.04

of which exercisable 545,600 3.46

(a) 	 The market price of shares relating to options assigned, exercised or expired in the period 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; (ii) 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; and (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 include options expired due to the TSR positioning at the end of the vesting period and options expired due to termination of employment. 
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The breakdown of options by year of allocation is as follows:

Year of 
allocation

Options 
allocated

Options 
expired  

Options 
exercised

Options outstanding 
at 31.12.14

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

2003 640,500  (640,500)

2004 677,000 (178,500) (498,500)

2005 658,000 (589,000) (69,000)

2006 2,933,575 (1,061,525) (1,872,050)

2007 2,782,800 (1,415,950) (1,366,850)

2008 2,726,000 (1,212,000) (1,514,000)

11,026,375 (4,477,975) (6,548,400) 0

More information about the incentive plans for executives with Snam shares can be found in the “Other information” section 

of the Directors’ Report.

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 2014, amounts to €6 million (the same as in 2013) and 

breaks down as follows:

(e  million) 2013 2014

Wages and salaries 4 4

Other long-term benefits 2 2

6 6

Remuneration due to directors and statutory auditors  

The remuneration due to directors amounted to €4 million (the same as in 2013). The remuneration due to statutory 

auditors amounted to €0.2 million (the same as in 2013).

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. 
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27) Amortisation, depreciation and impairment losses 

Amortisation, depreciation and impairment losses, which amounted to €803 million (€769 million in 2013), can be 

broken down as follows:

(e  million) 2013 2014

Amortisation and depreciation 759 797

Property, plant and equipment 528 530

Intangible assets 231 267

Net impairment losses 10 6

Impairment losses on property, plant and equipment 10 6

 769 803

For more details about amortisation, depreciation and impairment losses relating to property, plant and equipment 

and intangible assets, please see Note 12 - “Property, plant and equipment”, and Note 13 - “Intangible assets”.

An analysis by business segment can be found in Note 32 - “Information by business segment”.

28) Financial expense (income)

Financial expense (income), which amounted to €397 million (€472 million in 2013), can be broken down as 

follows:

(e  million) 2013 2014

Financial expense (*) 456 398

Other financial expense (income) 16 (1)

Other financial expense 26 18

Other financial income (*) (10) (19)

 472 397

(*) 	 In order to provide as accurate a representation of “Financial expense (income)” 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 figure for the comparison year was reclassified accordingly.
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(e  million) 2013 2014

Expense on financial debt 490 435

Interest expense on bonds 290 350

Fees on loans and bank credit lines 56 50

Interest expense on credit lines and loans due to banks and other lenders 144 35

Financial expense capitalised (34) (37)

456 398

Other financial expense (income) 16 (1)

Accretion discount (*) 13 17

Positive foreign-exchange differences (1)

Other expenses 13 1

Other income (9) (19)

 472 397

(*) 	 This item refers to the increase in provisions for risks and charges and provisions for employee benefits, which are reported at discounted value under Note 19 - ”Provisions 

for risks and charges”, and Note 20 - “Provisions for employee benefits”.

Expense on financial debt (€435 million) related to: (i) interest on 15 bonds (€350 million); (ii) the portion pertaining to the 

year of up-front fees on revolving credit lines (€29 million) and fees on unused credit lines (€21 million); and (iii) interest 

expense payable to banks relating to revolving credit lines, uncommitted credit lines and maturing loans totalling €35 million.

Financial expense capitalised (€37 million) related to the portion of financial expense capitalised pursuant to investment 

activities. 

Other financial expense (income) related mainly to: (i) financial expense incurred due to the passage of time in relation to 

provisions for the dismantling and restoration of storage and transportation sites (€13 million) and provisions for employee 

benefits (€4 million); (ii) financial income related to the recognition of the current value of long-term loans (-€8 million).

29) Income and (expense) from equity investments 

Income and (expense) from equity investments, which amounted to €131 million (€45 million in 2013), can be broken down 

as follows:  

(e  million) 2013 2014

Equity method valuation effect 45 79

Capital gains from measurement using the equity method 72 79

Capital losses from measurement by the equity method (27)

Other income from equity investments 52

Other income from equity investments 52

45 131

Details of capital gains and capital losses from the measurement of equity investments using the equity method can be found 

in Note 14 - “Equity-accounted investments”.
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Other income from equity investments, which amounted to €52 million, related essentially to the revaluation of the equity 

investment previously held in AES (49%) to its fair value as at the date of acquisition of control61.

30) Income taxes

Income taxes for the year, which amounted to €509 million (€690 million in 2013), can be broken down as follows: 

(e  million)        2013       2014

IRES IRAP Total IRES IRAP Total

Current taxes 662 131 793 623 108 731

Current taxes for the year 681 131 812 623 106 729

Adjustments for current taxes relating to previous years (19)  (19)  2 2

Deferred and prepaid taxes (79) (24) (103) (217) (5) (222)

Deferred taxes (62) (25) (87) (67) (1) (68)

Prepaid taxes (17) 1 (16) (30) (4) (34)

Adjustment to deferred taxes (Robin Hood Tax)    (120)  (120)

583 107 690 406 103 509

Income taxes amounted to €509 million, consisting of €731 million in current taxes, which were partially offset by net 

deferred tax assets totalling €222 million.

The reconciliation of the theoretical tax charge (calculated by applying the corporation tax (IRES) and regional production 

tax (IRAP) rates in force in Italy) with the actual tax charge for the year can be broken down as follows:

(e  million) 2013 2014

Tax rate Balance Tax rate Balance

IRES

Pre-tax net profit 1,607 1,707

IRES due, calculated based on the theoretical tax rate 27.5% 442 27.5% 469

Changes to the theoretical rate:

- Adjustment to deferred taxes (Robin Hood Tax) (7.03%) (120)

- Non-taxable profits (0.6%) (9) (1.64%) (28)

- Impact of the application of the additional IRES (Robin Hood Tax) 
(Decree Law 138/2011, converted into Law 148/2011) (*) 9.2% 148 5.10%           87 

- Adjustments related to previous years (0.4%) (6)

- Other permanent tax differences 0.5% 8 (0.12%) (2)

IRES due for the year recorded on the income statement 36.3% 583 23.8% 406

(*) 	 Equal to 10.5% and 6.5% respectively in 2013 and 2014.

61	 The revaluation was carried out pursuant to IFRS 3 – “Business combinations”.
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(e  million) 2013 2014

Tax rate Balance Tax rate Balance

IRAP

Difference between value and production costs 2,127 2,075

IRAP due, calculated based on the theoretical tax rate 3.9% 83 3.9% 81

Changes to the theoretical rate

- Personnel costs not included in the difference between value and 
production costs 0.7% 15 0.7% 14

- Other permanent differences 0.4% 9 0.4% 8

IRAP due for the year recorded in the income statement 5% 107 4.96% 103

An analysis of deferred and prepaid taxes based on the nature of the significant temporary differences that generated them can 

be found in Note 21 - “Deferred tax liabilities”.

Taxes related to components of comprehensive income

Current and deferred taxes related to other components of comprehensive income can be broken down as follows:

(e  million) 2013 2014

Pre-tax 
value

Tax 
effect

Post-tax 
value

Pre-tax 
value

Tax 
effect

Post-tax 
value

- 	Remeasurement of defined-benefit plans for employees 6 (2) 4 (15) 4 (11)

- 	Portion of equity investments measured using the equity 
method pertaining to “other components of comprehensive 
income” (5)  (5) 6  6

- 	Change in fair value of cash flow hedge derivatives (1)  (1) (3) 1 (2)

Other components of comprehensive income (2) (2) (12) 5 (7)

Deferred/prepaid taxes (2) 5
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31) Earnings per share

Basic earnings per share are calculated by dividing net profit by the weighted average number of outstanding Snam 

shares during the year, excluding treasury shares. 

Diluted earnings per share are calculated 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. As at 31 December 2014, no stock 

option plans existed, and therefore basic earnings per share was equal to diluted earnings per share.

The weighted average number of outstanding shares used to calculate diluted earnings per share is 3,384,657,230 

(3,379,543,289 for 2013). 

Reconciliation of basic and diluted earnings per share 

The reconciliation of the weighted average number of outstanding shares used to determine basic and diluted earnings 

per share is set out below:

2013 2014

Weighted average number of outstanding shares used to calculate basic earnings 3,379,465,365 3,384,657,230

Number of potential shares for stock option plans 77,924

Weighted average number of outstanding shares used to calculate diluted earnings 3,379,543,289 3,384,657,230

Net profit attributable to Snam (€ million) 917 1,198

Basic earnings per share (€ per share) 0.27 0.35

Diluted earnings per share (€ per share) 0.27 0.35

32) Information by business segment

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. 

The business segments for which information is provided are natural gas transportation (“Transportation”), LNG 

regasification (“Regasification”), natural gas storage (“Storage”), and natural gas distribution (“Distribution”). They relate to 

activities carried out predominantly by Snam Rete Gas, GNL Italia, Stogit and Italgas, respectively. 
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The information by business segment as at 31 December 2014 is listed below, compared with the figures as at 31 December 

2013.
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2013

Net core business revenue (a) 182 2,003 1,315 487 31   4,018 

Less: inter-segment revenue (170) (17) (1) (86) (9)   (283)

Revenue from third parties 12 1,986 1,314 401 22   3,735 

Other revenue and income 1 70 40 2    113 

Net accrual to provisions for risks and 
charges  12 (16)     (4) 

Amortisation, depreciation and impairment 
losses (3) (483) (214) (64) (5)   (769)

EBIT (8) 1,217 505 315 5   2,034 

Income (expense) from equity investments (15) 60 45

of which: Equity method valuation effect (15)  60     45 

Directly attributable current assets (b) 73 1,305 517 813 10   2,718 

Directly attributable non-current assets (b) 734 12,334 4,483 3,456 88   21,095 

of which: Equity-accounted investments 689  335     1,024 

Directly attributable current liabilities (b) 2,440 2,460 767 768 15  (2,072) 4,378 

Directly attributable non-current liabilities (b) 11,119 7,698 1,899 2,373 14  (9,639) 13,464 

Investments in property, plant and 
equipment and intangible assets 7 672 358 251 5 (3)  1,290 

2014

Net core business revenue (a) 201 2,035 1,324 538 25   4,123

Less: inter-segment revenue (190) (19) (1) (123) (6)   (339)

Revenue from third parties 11 2,016 1,323 415 19   3,784

Other revenue and income 1 49 42 3 3   98

Net accrual to provisions for risks and 
charges (4) (36) (25) 1    (64)

Amortisation, depreciation and impairment 
losses (4) (489) (245) (60) (5)   (803)

EBIT (18) 1,196 477 318    1,973

Income (expense) from equity investments 33  98     131

of which: Equity method valuation effect 33  46     79

Directly attributable current assets (b) 300 1,276 588 295 17   2,476

Directly attributable non-current assets (b) 1,227 12,615 4,737 3,739 89   22,407

of which: Equity-accounted investments 1,178  224     1,402

Directly attributable current liabilities (b) 2,219 2,802 951 601 29  (2,704) 3,898

Directly attributable non-current liabilities (b) 11,932 7,233 1,815 2,217 12  (9,380) 13,829

Investments in property, plant and 
equipment and intangible assets 7 700 359 240 7   1,313

(a)	 Balances before elimination of intra-segment revenue.

(b)	 Balances related to EBIT.



Snam 2014 Annual Report

249Notes to the consolidated financial statements

Revenue is generated by applying regulated tariffs or market conditions. The revenue was generated entirely in Italy; costs 

were incurred almost entirely in Italy. 

33) Relationships with related parties

Snam’s related parties are associates and companies under joint control, as well as subsidiaries outside the group’s scope 

of consolidation, and other companies owned or controlled by the State, particularly by group companies eni, Enel and 

CDP. Transactions with these entities relate to the exchange of assets and the provision of regulated services within the 

gas sector and, in the case of CDP, the provision of financial resources. Members of the Board of Directors, Statutory 

Auditors and Snam Group managers with strategic responsibilities, and their families, are also regarded as related parties.

Transactions between Snam and related parties are part of ordinary business operations and are generally settled under 

market conditions, i.e. the conditions that would be applied between two independent parties. All the transactions carried 

out were in the interest of the companies of the Snam Group. 

Pursuant to the provisions of the relevant legislation, Snam has adopted internal procedures to ensure that transactions 

carried out by the Company or its subsidiaries with related parties are transparent and correct in their substance and 

procedure.  

Directors and auditors declare any interests they may have affecting the Company and the group every six months, and/

or when changes in said interests occur; they also inform the Chief Executive Officer (or the Chairman, in the case of 

the Chief Executive Officer), who in turns informs the other directors and the Board of Statutory Auditors, of individual 

transactions that the Company intends to carry out and in which they have an interest.

Snam is not subject to management and coordination. Snam manages and coordinates its subsidiaries, pursuant to Article 

2497 et seq. of the Italian Civil Code.

In terms of related-party transactions carried out during the course of 2014, the following should be pointed out pursuant 

to the disclosure obligations set forth under Consob Regulation No. 17221 of 12 March 2010:

•	 the acquisition from Cassa Depositi e Prestiti of the equity investment it held in Trans Austria Gasleitung GmbH 

(TAG), corresponding to 84.47% of the share capital62;

•	 the transfer to and assumption by Snam of two EIB loans previously brokered by Cassa Depositi e Prestiti and 

relating to investments in infrastructure in the Po Valley, worth €300 million and €100 million respectively;

•	 the agreement on 19 September 2014, between Snam Rete Gas S.p.A. and eni S.p.A., of natural gas 

transportation capacity commitments on the natural gas pipeline network of Snam Rete Gas S.p.A. in favour of 

eni S.p.A. for the 2014-2015 thermal year (1 October 2014 - 30 September 2015). These commitments were 

assumed in accordance with the procedures defined in the Snam Rete Gas S.p.A. Network Code, which was 

approved by the Authority with Resolution No. 75/2003, as subsequently amended. As in the case of contractual 

agreements, the finalisation of these commitments entails the calculation of a fee for services rendered by 

applying the natural gas transportation and dispatching tariffs approved by the Electricity, Gas and Water 

Authority Resolution. The fee for the 2014-2015 thermal year is estimated at around €371 million. 

Under Article 13 of the Consob Regulation, these contracts are classed as ordinary transactions concluded under 

market-equivalent or standard conditions since: (i) they fall within the scope of normal business operations and the 

associated financial activities; and (ii) the terms applied are similar to those usually practised with non-related parties for 

transactions of an equivalent nature, size and risk.

The amounts involved in commercial, financial and other transactions with related parties are shown below for the 2013 

and 2014 financial years. The nature of the most significant transactions is also stated.

62	 For more information on the acquisition of TAG, please see the “Main events – International development” section of the Directors’ Report.
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COMMERCIAL AND OTHER TRANSACTIONS

Commercial and other transactions can be broken down as follows:

31.12.2013                2013

Costs (a) Revenue (b)
(e  million)

Receivables Payables

Guarantees
and

commitments Goods Services Other Goods Services Other

Companies under joint control, associates 
and non-consolidated subsidiaries 19 1 4

- TIGF Investissement S.A. 12     

- Servizi Territori Aree Penisole S.p.A. 4     

- A.E.S. S.p.A. 1    1

- Toscana Energia S.p.A. 1    2

- Other (c) 1 1   1

Companies owned or controlled by the State 657 405 10 31 94 16 16 2,321 13 

- eni Group (d) 538 314 10 15 93 12  1,930 13 

- Enel Group (d) 112 82     390  

- Cassa Depositi e Prestiti Group 4 4 16   16   

- Anas Group 2 4    3  1  

- Ferrovie dello Stato Group 1     1    

- Finmeccanica Group      1     

- Other (c)  1         

Total 676 405 10 31 95 16 16 2,325 13 

(a)	 Inclusive of costs for goods and services to be used in investment activities. 

(b) 	 Before tariff components which are offset in costs.

(c) 	 Individually less than €1 million.

(d)	 Inclusive of amounts relating to natural gas balancing activities.

31.12.2014                2014

Costs (a) Revenue (b)
(e  million)

Receivables Payables

Guarantees
and

commitments Goods Services Other Goods Services Other

Companies under joint control, associates 
and non-consolidated subsidiaries

- Servizi Territori Aree Penisole S.p.A. 5         

- Trans Austria Gasleitung GmbH (TAG)  (c) 4 4  16     16

- Toscana Energia S.p.A. 1       2  

- Other (d) 2       2  

12 4 16 4 16

Companies owned or controlled by the State          

- eni Group (e) 472 130 7 24 75 3  1,789 12

- Enel Group (e) 86 57    1  355  

- Anas Group 1 5    1  1  

- Ferrovie dello Stato Group  4    4  1  

- Gestore dei mercati energetici S.p.A.  2  2      

559 198 7 26 75 9 2,146 12 

Total 571 202 7 42 75 9 2,150 28 

(a)	 Inclusive of costs for goods and services to be used in investment activities. 

(b)	 Before tariff components which are offset in costs.

(c)	 The acquisition from Cassa Depositi e Prestiti of the equity investment in TAG GmbH was completed on 19 December 2014.

(d) 	 Individually less than €1 million.

(e)	 Inclusive of amounts relating to natural gas balancing activities.
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Companies under joint control and associates 

Transactions with TAG, which are governed by the Service Balance Agreement, concern the sale and purchase of gas with a 

view to ensuring the daily balance between the quantities metered and the quantities expected at the Tarvisio entry point.

Other transactions with companies under joint control and associates relate to the provision of IT services governed by 

contracts entered into under normal market conditions. 

Companies owned or controlled by the State 

Transactions with state-owned or controlled companies relate mainly to the eni Group and the Enel Group and concern natural gas 

transportation, regasification, distribution and storage services, which are settled on the basis of tariffs set by the Authority. 

The most significant passive commercial transactions with the eni Group include: (i) the planning and supervision of works to 

build natural gas transportation infrastructure, governed by contracts concluded under normal market conditions; (ii) the provision 

of electricity and the purchase of natural gas used in activities connected to the building of storage infrastructure, governed by 

contracts concluded under normal market conditions; and (iii) the provision of consultancy services and technical and operational 

assistance relating to storage reservoirs. These transactions are governed by service agreements on the basis of the costs incurred.

As at 31 December 2014, there were liabilities with eni arising from price adjustment mechanisms, as established by the contract 

for the purchase of Italgas and Stogit from eni signed on 30 June 2009, and assets posted in reference to transactions arising from 

the national tax consolidation scheme in force until 31 July 2012.

FINANCIAL TRANSACTIONS

Financial transactions can be broken down as follows:

31.12.2013 2013

(e  million) Payables Expenses

Companies under joint control

- Gasbridge 1 B.V. and Gasbridge 2 B.V. 11

Companies owned or controlled by the State   

- Cassa Depositi e Prestiti Group 403 11

414 11

           31.12.2014 2014

(e  million) Receivables Payables Expenses 

Companies under joint control    

- Trans Austria Gasleitung GmbH (TAG)  (*) 216   

- Gasbridge 1 B.V. and Gasbridge 2 B.V.  13  

   

Companies owned or controlled by the State    

Consolidating company

Cassa Depositi e Prestiti S.p.A.   3 

216 13 3 

(*)	 The acquisition from Cassa Depositi e Prestiti of the equity investment in TAG GmbH was completed on 19 December 2014.
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Companies under joint control

Transactions with TAG GmbH refer to the granting of a short-term revolving credit line by Snam S.p.A. to TAG, pursuant to 

the contractual agreements relating to the acquisition from CDP Gas S.r.l.63 of its equity investment in TAG. 

Transactions with Gasbridge 1 B.V. and Gasbridge 2 B.V. refer to financing received and repayable on demand.

Transactions with directors, statutory auditors and key managers, with reference in particular to their remuneration, are 

described in Note 26 - “Operating costs”.

Companies owned or controlled by the State 

Consolidating company

Following notification by Cassa Depositi e Prestiti on 25 and 31 March 2015 that, pursuant to international accounting 

standard IFRS 10 - “Consolidated Financial Statements”, it would fully consolidate Snam S.p.A. as of the financial statements 

as at 31 December 2014, transactions with the Cassa Depositi e Prestiti Group concern financial expense relating to term 

loans originally entered into with CDP and involving EIB funding, which were transferred to and assumed by Snam directly 

with the EIB, with effect from 20 March 2014. 

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 and income statement is summarised in the 

following table:

(e  million) 31.12.2013                31.12.2014               

Total
Related
parties Share % Total

Related
parties Share %

Balance sheet

Trade and other receivables 2,442 676 27.7 2,081 787 37.8

Trade and other payables 1,898 405 21.3 1,769 202 11.4

Short-term financial liabilities 1,947 11 0.6 1,058 13 1.2

Long-term financial liabilities 11,381 403 3.5 12,884

   

Income statement    

Core business revenue 3,735 2,326 62.3 3,784 2,150 56.8

Other revenue and income 113 28 24.8 98 28 28.6

Purchases, services and other costs 672 61 9.1 763 69 9.0

Financial expense 482 11 2.3 416 3 0.7

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. 

63	 On the closing date, Snam and TAG agreed a shareholders’ loan in the form of a revolving credit line for a maximum of €285.5 million, maturing in January 2015, and subsequently extended to July 2015.
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The principal cash flows with related parties are shown in the following table.

(e  million) 2013 2014

Revenue and income 2,354 2,178

Cost and expense (61) (69)

Change in trade and other receivables (126) (109)

Change in trade and other payables 112 (190)

Dividends collected 70 99 

Interest paid (11) (3)

Net cash flow from operating activities 2,338 1,906 

Investments:   

- Property, plant and equipment (81) (57)

- Equity investments (597) (3)

- Change in payables and receivables relating to investments (5) (13)

Cash flow from investments (683) (73)

Divestments:  

- Equity investments 9  

Cash flow from divestments 9  

Net cash flow from investment activities (674) (73)

Assumption of long-term financial debt 3  

Repayment of long-term financial debt (2) (100)

Increase (decrease) in short-term financial debt (130) 2 

Financial receivables not held for operations (216)

Dividends paid (326) (195)

Net cash flow from financing activities (455) (509)

Net cash flow for the period with related parties 1,209 1,324 

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

(e  million) 2013 2014

Total
Related 
parties Share % Total

Related 
parties Share %

Cash flow from operating activities 1,839 2,338  N.A. 1,529 1,906  N.A.

Cash flow from investment activities (1,790) (674) 37.7 (1,232) (73) 5.9

Cash flow from financing activities (62) (455)  N.A. (231) (509)  N.A.



Snam 2014 Annual Report

254 Notes to the consolidated financial statements

34) Significant non-recurring events and transactions

Pursuant to Consob Communication No. DEM/6064293 of 28 July 2006, it should be stated that no significant non-

recurring events or transactions took place during the course of the year.

35) Positions or transactions deriving from atypical and/or unusual transactions

Pursuant to Consob Communication No. DEM/6064293 of 28 July 2006, it should be stated that no atypical and/or 

unusual positions or transactions took place during the course of the year. 

36) Post-balance sheet events  

Post-balance sheet events are described in the section “Other information” contained in the Directors’ Report.  

37) Publication of the financial statements

The financial statements were authorised for publication, within the legal deadlines, by Snam's Board of Directors at 

its meeting of 11 March 2015. Subsequently, at its meeting of 3 April 2015, the Board of Directors implemented in 

the disclosure of the consolidated financial statements the notification, released by CDP S.p.A. on 25 and 31 March 

2015, that, pursuant to international accounting standard IFRS 10 - “Consolidated Financial Statements”, it would 

fully consolidate Snam S.p.A. as of the financial statements as at 31 December 2014, and authorised publication. 

The Board of Directors authorised the Chairman and the Chief Executive Officer to make such changes to the 

financial statements as might prove to be necessary or appropriate to complete the form of the document in the 

period between 3 April 2015 and the date of approval of the financial statements of the parent company by the 

Shareholders' Meeting.
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CERTIFICATION OF THE CONSOLIDATED FINANCIAL STATEMENTS PURSUANT TO ARTICLE 
154-BIS, PARAGRAPH 5 OF LEGISLATIVE DECREE 58/98 (CONSOLIDATED FINANCE ACT)

1. 	The undersigned Carlo Malacarne and Antonio Paccioretti, as Chief Executive Officer and Officer responsible for 

the preparation of the financial reports 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 Company’s characteristics, and 

•	 the effective implementation 

	 of the administrative and accounting procedures for the preparation of the consolidated financial statements 

during the course of 2014.

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

December 2014 were defined and their adequacy was assessed using 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. 

3. It is also certified that:

3.1 The consolidated financial statements at 31 December 2014:

a) 	 were prepared in accordance with the applicable international accounting standards recognised in the 

EU 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. 

4. With regard to the preventative measure of judicial administration of which subsidiary Italgas was notified by the 

Court of Palermo on 11 July 2014, pursuant to Article 34, paragraph 2 of Legislative Decree 159/2011, it should be 

pointed out that adequate information can be found in the “Main events” section of the Directors’ Report and in 

Note 24 - “Guarantees, commitments and risks”.          

3 April 2015

         /Signature/Carlo Malacarne			            /Signature/Antonio Paccioretti	

                                                       		                                                            
                 Carlo Malacarne	                   		        Antonio Paccioretti	

           Chief Executive Officer              Officer responsible for the preparation of the financial reports	
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INDEPENDENT AUDITORS’ REPORT
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