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(€ million) 2013 2014 Change % change
Regulated revenues 3,491 3,506 67 1.9
Non-regulated revenue 38 60 16 26.7
Total revenue (*) 3,529 3,566 83 2.3
Operating costs (*) (726) (790) (60) 7.6
EBITDA 2,803 2,776 23 0.8
Amortisation, depreciation and impairment losses (769) (803) (46) 5.7
EBIT 2,034 1,973 (23) (1.2)
Adjusted EBIT 2,060 1,973 17 0.9
Net financial expenses (472) (397) 17 (4.3)
Net income from equity investments 45 131 4 3.1
Profit before taxes 1,607 1,707 (2) (0.1)
Income taxes (690) (509) 42 (8.3)
Net profit (**) 917 1,198 40 33
Adjusted net profit (**) 934 1,078 131 12.2

(*) Only for the reclassified income statement, revenue from the construction and upgrading of distribution infrastructure entered in accord-

ance with IFRIC 12 and recognised in an amount equal to the costs incurred (€321 million and 316 million respectively in 2015 and in 2014)

is shown as a direct reduction of the respective cost items.
(**) Net profit is attributable to Snam.

Net profit

Net profit in 2015 was €1,238 million, an increase of €40
million, or 3.3%, compared with 2014.The increase is due
to the improvement of financial management and equity
investments (+€21 million), with the reduction of the
average cost of debt and contribution of assets falling under
the business development strategy, and to the reduction

of income tax (+€42 million), essentially due to the
adjustment in deferred tax as a result of the reduction in
IRES from 27.5% to 24% as of 1 January 2017.These effects
were partly absorbed by the lower EBIT (-€23 million),
reflecting the costs of abolishing the Gas Fund (-€40
million), registered in accordance with Law 125 of 6 August
2015.

Reconciliation of EBIT and the reported net profit with
adjusted EBIT and adjusted net profit

Snam'’s management assesses Group performance on the basis
of adjusted EBIT and adjusted net profit, which exclude special
items from EBIT and net profit respectively.

Income entries are classified as special items, if material, when:
(i) they result from non-recurring events or transactions or from
transactions or events which do not occur frequently in the
ordinary course of business; or (i) they result from events or
transactions which are not representative of the normal course
of business.

The tax rate applied to the items excluded from the calculation
of adjusted net profit is determined on the basis of the nature
of each revenue item subject to exclusion. Adjusted EBIT and
adjusted net profit are not provided for by either IFRS or other
standard setters. Management considers that these performance
metrics allow for analysis of the business trends, making it easier
to compare results.

Income entries classified as special items for 2015 refer to: (i)
the actuarial assumption of costs for the employer resulting
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24 In particular, Articles 9-decies and 9-undecies of the Law set forth that the
employer must cover: (i) an extraordinary contribution to cover expenses related
to supplementary pension benefits in place at the time of the elimination of the
Gas Fund for the years 2015 to 2020; and (ii) a contribution in favour of those
registered or in voluntary prosecution of the contribution, that at 30 November
2015 were not entitled to supplementary pension benefits from the elimi-
nated Gas Fund, of 1% for each year of registration to the supplementary fund,
multiplied by the social security tax base relating to the same supplementary
fund for 2014, to be allocated to the employer or the supplementary pension
scheme. At present, the criteria, procedures and time periods for payment of the
extraordinary contribution have not yet been announced. Employee selection of
where the amounts would be allocated (supplementary pension scheme or to
the employer) was concluded, pursuant to the law, on 14 February 2016. Around
74% of the persons entitled opted to allocate the amounts in question to the
supplementary pension scheme.

from the abolishment of the Gas Fund as of 1 December 2015
pursuant to Law 125 of 6 August 2015 (€40 million, €28 million
net of the tax effect)?. The total estimated cost is related to
work previously carried out, and therefore is posted in full in
the income statement at the time of valuation; (ii) the income
resulting from the adjustment in deferred tax as a result of
the reduction in IRES from 27.5% to 24% (€57 million) as of

1 January 2017 pursuant to Law 208/2015 (2016 Financial
Stability Law) implementing the “Provisions for preparation of
the annual and multi-annual financial statements of the State”,
published in the Official Gazette of 30 December 2015 and in
force as of 1 January 2016.

For 2014, income components classified as special items
related exclusively to the effects of adjusting differed taxes
(€120 million) for natural gas transportation and distribution
companies after the application of additional IRES (“Robin
Hood Tax") was declared unconstitutional with effect from 12
February 2015.

The table below shows the reconciliation of reported net profit

with adjusted net profit.

(€ million) 2013 2014 Change % change
EBIT 2,034 1,973 (23) (1.2)
Excluding special items 26 40
Adjusted EBIT 2,060 1,973 17 0.9
Net financial expenses (472) (397) 17 (4.3)
Net income from equity investments 45 131 4 3.1
Income taxes (690) (509) 42 (8.3)
- of which special items 9 120 (51) (42.5)
Net profit 917 1,198 40 3.3
Excluding special items
- costs resulting from Gas Fund closure (*) 28
- adjustment t? deferr.e‘d taxes (57)
(2016 Financial Stability Law)
- adjustment to deferred taxes (Robin Hood Tax) (120) 120 (100.0)
- charges for voluntary redundancy 17
incentives (*)
Adjusted net profit 934 1,078 131 12.2

(*) Net of the related tax effect.
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Adjusted net profit in 2015, which excludes special items,
amounted to €1,209 million, an increase of €131 million,

or 12.2%, compared with 2014.The increase is due to: (ii)
the reduction of net financial expenses (+€17 million),
mainly due to lower borrowing costs partly as a result of the
measures implemented by Snam to improve the Group’s
financial structure; (ii) higher income from equity-accounted

ANALYSIS OF INCOME STATEMENT ITEMS

Financial review

investments (+€47 million); (iii) lower income tax (+€93
million), related essentially to the elimination of additional IRES
as of 1 January 2015; and (iv) the increase in adjusted EBIT
(+€17 million). These effects were partially offset by the lower
income from equity investments (-€51 million) related to the
2014 remeasurement of the stake (49%) previously held in AES

Torino.

TOTAL REVENUE

(€ million) 2013 2014 Change Change %
Business segments

Transportation 2,075 2,087 58 2.8
Regasification 31 28 (3) (10.7)
Storage 489 541 (6) (1.7)
Distribution 1,038 1,053 45 43
Corporate and other activities 183 202 7 3.5
Consolidation eliminations (287) (345) (18) 5.2
Total revenue 3,529 3,566 83 2.3
REGULATED AND NON-REGULATED REVENUE

(€ million) 2013 2014 Change Change %
Regulated revenues 3,491 3,506 67 1.9
Business segments

Transportation 2,061 2,058 27 1.3
Regasification 22 19 (1) (5.3)
Storage 400 403 (4) (1.0)
Distribution 1,008 1,026 45 4.4
Non-regulated revenue 38 60 16 26.7
Total revenue 3,529 3,566 83 2.3

Regulated revenue (€3,573 million, net of consolidation
adjustments) relates to transportation (€2,085 million),
distribution (€1,071 million, of which €47 million pertains to the
change in the scope of consolidation), storage (€399 million)

and regasification (€18 million). Regulated revenue, net of
components that are offset in costs, amounted to €3,447 million,
up by €58 million, or 1.7%, compared with 2014.

Revenue from non-regulated activities (€76 million, net of
consolidation adjustments) mainly comprises: (i) income from
the sale of natural gas (€27 million); (ii) income from leasing
and maintenance of optic-fibre telecommunication cables (€12

million); and (iii) lease revenue (€5 million).
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121



122

Financial review

OPERATING COSTS

(€ million) 2013 2014 Change % change
Business segments
Transportation 375 402 83 20.6
Regasification 21 23 (4) (17.4)
Storage 110 163 (18) (11.0)
Distribution 319 331 25 7.6
Corporate and other activities 188 216 (8) (3.7)
Consolidation eliminations (287) (345) (18) 5.2
726 790 60 7.6
OPERATING COSTS - REGULATED AND NON-REGULATED ACTIVITIES
(€ million) 2013 2014 Change % change
Costs of regulated activities 682 750 42 5.6
Controllable fixed costs 460 471 11 2.3
Variable costs 100 54 17 315
Other costs 122 225 14 6.2
- of which special items 40
Costs of non-regulated activities 44 40 18 45.0
726 790 60 7.6

Operating costs of regulated activities

Controllable fixed costs (€482 million), which comprise the
sum of personnel expenses and recurring external costs, rose
by €11 million, or 2.3%, compared with 2014 (€471 million).
The increase was mainly due to the change in the scope of
consolidation (+€12 million).

Variable costs (€71 million) mainly reflect withdrawals from
storage for gas sales carried out for balancing purposes.
Other costs (€239 million) relate essentially to: (i)
interconnection costs (€59 million); (ii) licence fees for
natural gas distribution concessions (€55 million); (iii) the
estimate of expenses related to the abolishment of the Gas
Fund (€40 million); (iv) capital losses (€35 million); and (v)
net contributions to the provision for impairment losses on
receivables (€31 million), related essentially to the write-
down recorded for the partial recognition by the Authority
of uncollected receivables arising from balancing activities
between 1 December 2011 - 23 October 2012. Net of
expenses arising from the abolishment of the Gas Fund, other
costs amount to €199 million, a decrease of €26 million.The
reduction is attributable mainly to lower provisions for risks.

Snam Annual Report 2015

Operating costs of non-regulated activities

Operating costs of non-regulated activities amounted to €58
million, €18 million or 45.0% more than in 2014.The increase
is due to higher withdrawals for sales of natural gas.

Net of components that are offset by revenue and expenses
related to the abolishment of the Gas Fund, the total
operating costs for 2015 amount to €684 million, essentially
in line (-1.6%) with 2014.

The number of employees at 31 December 2015 (6,303

people) is broken down below by professional status.
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(no) 2013 2014 Change % change

Professional status

Executives 116 124 5 4.0

Managers 579 602 27 4.5

Office workers 3,271 3,280 155 4.7

Manual workers 2,079 2,066 44 2.1
6,045 6,072 231 3.8

AMORTISATION, DEPRECIATION AND IMPAIRMENT LOSSES

(€ million) 2013 2014 Change Change %

Depreciation and amortisation 759 797 49 6.1

Business segments

Transportation 473 483 9 19

Regasification 5 5

Storage 64 60 11 183

Distribution 214 245 28 11.4

Corporate and other activities 3 4 1 25.0

Impairment losses (Reversals) 10 6 (3) (50.0)

769 803 46 5.7

Amortisation, depreciation and impairment losses (€849
million) increased by €46 million, or 5.7%, compared with
2014.The increase is due mainly to higher amortisation

and depreciation (+€49 million) recorded in all business
segments, essentially as a result of the entry of new

infrastructure and the change in the scope of consolidation

(+€21 million). These factors were partially offset by the
higher amortisation and depreciation posted in 2014 in view
of the change in useful life (from 20 to 15 years) of some
metering equipment of the natural gas distribution segment
(-€11 million), subject to revision for tariff purposes by the
Authority.

EBIT

(€ million) 2013 2014 Change Change %

Business segments

Transportation 1,217 1,196 (31) (2.6)

Regasification 5 1

Storage 315 318 1 0.3

Distribution 505 477 (8) (1.7)

Corporate and other activities (8) (18) 14 (77.8)
2,034 1,973 (23) (1.2)
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Adjusted EBIT

Below is a breakdown of adjusted EBIT by business segment:

(€ million) 2013 2014

EBIT 2,034 1,973

Excluding special items

- charges for voluntary redundancy incentives 26

- expenses for Gas Fund closure

Adjusted EBIT 2,060 1,973

Business segments

Transportation 1,228 1,196

Regasification 5

Storage 318 318

Distribution 516 477

Corporate and other activities (7) (18)
2,060 1,973

Adjusted EBIT obtained in 2015, which excludes special
items related to costs as a result of the abolishment of

the Gas Fund (€40 million), amounts to €1,990 million,

€17 million or 0.9% more than in 2014. With reference to
operating segments, the improvement of performance of the
distribution segment (+€32 million; +6.7%), which benefited

Change Change %
(23) (1.2)
40
17 0.9
(31) (2.6)
1
1 0.3
32 6.7
14 (77.8)
17 0.9

million with the same scope), was absorbed by the reduction

recorded in the transportation segment (-€31 million; -2.6%).

For this segment, the higher revenue (+€46 million) was

more than offset by the increase in operating costs (-€71

million), resulting essentially from the change in natural gas

inventories due to higher withdrawals and transfers (a total of

from the contribution of companies entering the scope of -€42 million).
consolidation and the reduction of operating costs (€28
NET FINANCIAL EXPENSES
(€ million) 2013 2014 Change Change %
Expense (income) on financial debt 490 435 (43) (9.9)
- Interest and other expense on short- and

long-term financial debt 490 435 (40) (9.2)
- Interest on financial receivables not held

for operating activities 3)
Other net financial expense (income) 16 (1) 19
- Accretion discount 13 17 3) (17.6)
- Other net financial expense (income) 3 (18) 22
Financial expense capitalised (34) (37) 7 (18.9)

472 397 (17) (4.3)
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25 For more information, please see Note 24 “Guarantees, commitments and risks
- Disputes and other measures - Recovering receivables from certain users of the
transportation and balancing system”.

NET INCOME FROM EQUITY INVESTMENTS
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Net financial expenses (€380 million) dropped by €17
million, or 4.3%, compared with 2014.The reduction is

due to lower net expense on financial debt (-€43 million)
following the reduction of the average cost of debt partly as
a result of the measures implemented by Snam to improve
the Group’s financial structure. The increase in other net
financial expenses (+€19 million) is due mainly to the
effects related to deferred interest receivables resulting from
commercial balancing activities, subject to the write-down
recorded for the partial recognition by the Authority of
uncollected receivables for the period from 11 December
2011 - 23 October 2012%.

Financial expense of €30 million was capitalised in 2015
(€37 million in 2014).

(€ million) 2013 2014 Change % change

Effect of valuation using the equity 45 79 47 59.5

method

Other net income (expense) 52 (43) (82.7)
45 131 4 3.1

26 The acquisition of the stake in TAG held by CDP Gas was completed on
19 December 2014.

Net income from equity investments (€135 million)
refers essentially to amounts pertaining to net results of
companies valued using the equity method during the
period (€126 million; +€47 million), referring in particular
to Trans Austria Gasleitung GmbH - TAG?® (€73 million),
TIGF Holding S.A.S. (€23 million; -€1 million), Toscana
Energia S.p.A. (€20 million; -€3 million), Gasbridge 1 B.V.
and Gasbridge 2 B.V (a total of €10 million; +€1 million).
The higher income was absorbed by the effects of the 2014
remeasurement of the stake previously held in AES (49%)
at the respective fair value as of the date of acquisition of

control (€51 million).

Snam Annual Report 2015

125



126

Financial review

INCOME TAXES
(€ million) 2013 2014 Change Change %
Current taxes 793 731 (136) (18.6)
Deferred (prepaid) taxes
Deferred taxes (87) (68) 16 (23.5)
Prepaid taxes (16) (34) 15 (44.7)

(103) (102) 31 (30.4)
Adjustment of deferred taxes (120) 63 (52.5)
Tax rate (%) 429 29.8 (2.4)

690 509 (42) (83)

Income tax (€467 million) decreased by €42 million, or
8.3%, compared with the previous year. The reduction

is mainly due to: (i) The elimination of additional IRES
(“Robin Hood Tax") as of 1 January 2015, as a result of

the declaration of illegality by the Constitutional Court

by means of ruling 10/2015 of 9 February 2015 (-€87
million); (ii) the adjustment to deferred tax as a result of the
reduction of IRES from 27.5% to 24% as of 1 January 2017
(-€57 million), as stipulated by the 2016 Financial Stability
Law; (iii) deductibility of the labour cost for IRAP purposes
as of the 2015 tax period, as stipulated by the 2015

Financial Stability Law (-€16 million); and (iv) increase of
the ACE (help for economic growth) benefit for companies
strengthening their ownership structure, introduced by
Decree-Law 201 of 6 December 2011, converted by Law
214 of 22 December 2011, as amended (-€7 million). These
factors were partly offset by the effects of the deferred tax
adjustment implemented in 2014 as a result of the above-
mentioned declaration of illegality of the Robin Hood Tax
(+€120 million).

The tax rate was 27.4% (29.8% in 2014). The change is due
mainly to the aforementioned tax effects?’.




RECLASSIFIED STATEMENT OF FINANCIAL POSITION
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The reclassified statement of financial position combines the assets and liabilities of the compulsory

format included in the Annual Report and the Half-Year Report based on how the business operates,

usually split into the three basic functions of investment, operations and financing.

Management believes that this format presents useful information for investors as it allows the

identification of the sources of financing (equity and third-party funds) and the investment of financial

resources in fixed and working capital.

Management uses the reclassified statement of financial position to calculate the key profitability

ratios (ROl and ROE).

RECLASSIFIED STATEMENT OF FINANCIAL POSITION (*)

(€ million) 31.12.2014
Fixed capital 21,813
Property, plant and equipment 15,399
Compulsory inventories 363
Intangible assets 5,076
Equity investments 1,402

Financial receivables held for operating activities

Net payables for investments (427)
Net working capital (864)
Provisions for employee benefits (141)
Assets held for sale and directly related liabilities 16
NET INVESTED CAPITAL 20,824

Shareholders’ equity (including minority interests)

- attributable to Snam 7,171
- attributable to minority interests 1

7172
Net financial debt 13,652
COVERAGE 20,824

Change

308

79

257

(25)

541

414

414

127

541

(*) For the reconciliation of the reclassified statement of financial position with the compulsory format, please see the paragraph “Reconciliation

of the reclassified financial statement with the compulsory formats” below.

Fixed capital (€22,121 million) increased by €308 million compared with 31 December 2014, due
mainly to the increase in property, plant and equipment and intangible assets (+€278 million) and the

increase in financial receivables relating to operations (+€78 million).
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The change in property, plant and equipment and in intangible assets can be broken down as follows:

Property, plant Intangible
(€ million) and equipment assets
Balance at 31 December 2014 15,399 5,076
Technical investments 846 426
Amortisation, depreciation and impairment losses (548) (301)
Change in scope of consolidation 105
Transfers, eliminations and divestments (26) (12)
Other changes (193) (19)
Balance at 31 December 2015 15,478 5,275

Other changes (-€212 million) relate essentially to: (i) the effects of adjusting the present value of

disbursements for the dismantling and restoration of sites (-€116 million), mainly due to a change

in the expected discounting rates?; (ii) grants for the period (-€57 million); and (iii) the change in

inventories of pipes and related accessory materials used to construct the plants (-€30 million);

The change of the scope of consolidation (+€105 million) refers to the acquisition of control of Acam
Gas S.p.A. as of 1 April 2015. From that date, Italgas holds 100% of the company capital.

TECHNICAL INVESTMENTS

(€ million) 2014
Business segments

Transportation 700
Regasification 7
Storage 240
Distribution 359
Corporate and other activities 7
Technical investments 1,313

Technical investments in 2015, totalling €1,272 million?® (€1,313 million in 2014), referred mainly to
the transportation (€693 million), distribution (€393 million) and storage (€170 million) segments.

28  Further information is provided in Note 19 “Provision for risks and charges” of the Notes to the consolidated financial statements.

29 An analysis of the technical investments made by each business segment is provided in the “Business segment operating performance” section of this Report.
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Compulsory inventories

Compulsory inventories, of €363 million (the same as at 31 December 2014), consist of the minimum
quantities of natural gas that the storage companies are obliged to hold pursuant to Presidential
Decree 22 of 31 January 2001. The quantities of gas in stock, corresponding to approximately 4.5
billion standard cubic metres of natural gas, are determined annually by the Ministry of Economic

Development®.

Equity investments

Equity investments (€1,372 million) includes the equity method valuation and refers to Trans Austria
Gasleitung GmbH - TAG (€496 million), TIGF Holding S.A.S. (€446 million), Toscana Energia S.p.A. (€167
million), Gasbridge 1 B.V. and Gasbridge 2 B.V. (€131 million in total) and Trans Adriatic Pipeline AG - TAP
(€130 million).

Financial receivables held for operating activities

Financial receivables held for operating activities (€78 million) refer to Snam’s sub-entry of Statoil
Holding Netherlands B.V. in the shareholders’ loan granted in favour of the associate Trans Adriatic
Pipeline AG (TAP), with regard to contractual agreements related to the acquisition of the stake held
by Statoil®".

NET WORKING CAPITAL
(€ million) 31.12.2014
Trade receivables 1,728
Inventories 155
Tax receivables 90
Derivative net assets (liabilities) (4)
Other assets 217
Trade payables (816)
Provisions for risks and charges (1,014)
Liabilities for deferred taxes (513)
Accruals and deferrals from regulated activities (36)
Tax liabilities (22)
Other liabilities (649)
(864)

Net working capital (€607 million) increased by €257 million compared with 31 December 2014,
owing mainly to: (i) the reduction of the provision for risks and charges (+€238 million) attributable to
the provision for site dismantling and restoration of transportation and storage segment sites (a total of
+€135 million), mainly due to the change in expected discount rates, and reclassification to the provision
for impairment losses on receivables of estimated charges arising from commercial balancing at 31

30 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. On 21 January 2016, the Ministry

confirmed the total strategic storage volume as 4.62 billion cubic metres for the contractual year 2016-2017 (1 April 2016 - 31 March 2017).

31 The contractual agreements stipulate that the shareholders are responsible for financing the project, up to the amount of the stake held, until the pipeline is operational, as

well as in the case of an increase in its capacity.
For more information on the acquisition, please see the information in the Directors’ Report, “Annual profile - Main events”, of this Report.
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December 2014 (+€85 million): (ii) the reduction of deferred tax liabilities (+€125 million), including the
adjustment of the deferred tax as a result of the reduction in IRES from 27.5% to 24% (+€57 million)

as of 1 January 2017; and (jii) the reduction of trade payables (+€122 million), mainly relating to the
transportation segment (+€98 million, of which +€42 million resulted from the balancing service debt).
These factors were partly offset by: (i) the increase of other liabilities (€92 million), referred mainly

to the transportation segment for the higher payables to the Energy and Environmental Services Fund
(CSEA)* (-€86 million), related mainly to the additional tariff components; and (ii) the reduction of
trade receivables (-€51 million), attributable mainly to the transportation segment (-€75 million), partly
absorbed by the increase recorded in the distribution segment (+€54 million). The reduction in the
transportation segment is due mainly to lower receivables from the balancing service (-€174 million,
including the effects of the write-down on the share of receivables related to the period from 1 December
2011 - 23 October 2012 not recognised by the Authority®), partially offset by the higher receivables

for tariff components additional to the transportation tariff; and (iii) the reduction of other activities
(-€50 million) as a result of the impact of fuel gas allocated to transportation users with respect to the

quantities actually used.

Assets held for sale and directly related liabilities

Assets held for sale and directly related liabilities relate to a property complex owned by Italgas (€17
million, net of environmental provisions for charges relating to restoration work on the property), for
which negotiations for a sale are ongoing.

STATEMENT OF COMPREHENSIVE INCOME

(€ million) 2014
Net profit 1,198
Other components of comprehensive income
Components that can be reclassified to the income statement:
Change in fair value of cash flow hedging derivatives (effective portion) (3)
Portion of equity investments valued using the equity method pertaining 6
to “other components of comprehensive income”
Tax effect 1
4
Components that cannot be reclassified to the income statement:
Actuarial profit (loss) from remeasurement of defined-benefit plans for employees (15)
Tax effect 4
(11)
Total other components of comprehensive income, net of tax effect (7)
Total comprehensive income 1,191
attributable to:
- Snam 1,191
- Minority interests
1,191

32 Article 1, paragraph 670 of Law 208 of 28 December 2015 (2016 Financial Stability Law) provides for the transformation of the Electricity Equalisation Fund (CCSE) into a state-
controlled company called the Energy and Environmental Services Fund (CSEA) as of 1 January 2016.The transformation of the CCSE into a state-controlled company and the
change of name has not altered in any way, or caused any discontinuity in the functional relations of, the CSEA (formerly the CCSE) with regulated entities and suppliers.

33 For more information please see Note 24 “Guarantees, commitments and risks - Disputes and other measures - Recovering receivables from certain users of the transportation
and balancing system” of the Notes to the consolidated financial statements.
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SHAREHOLDERS’ EQUITY

(€ million) 2014

Shareholders’ equity at 31 December 2014
Increases owing to:

- Comprehensive income for 2015 1,253
- Other changes (*) 36
Decreases owing to: (875)

- Distribution of 2014 dividend
Shareholders’ equity including minority interests at 31 December 2015
attributable to:

- Snam

- Minority interests

(*) Other changes essentially refer to the effects arising from a new shareholder joining the shareholder structure of TIGF.

Information about the individual
shareholders’ equity items and changes
therein compared with 31 December 2014 is
provided in Note 22 “Shareholders’ equity”
in the Notes to the consolidated financial
statements.

RECONCILIATION BETWEEN THE SEPARATE AND CONSOLIDATED NET INCOME AND SHAREHOLDERS’ EQUITY OF SNAM S.P.A.

Net income Shareholders’ equity

(€ million) 2014 31.12.2014

Separate financial statements of Snam S.p.A. 470

Net income of companies included in the scope of consolidation 1,196

Difference between the book value of equity investments in con-
solidated companies and the shareholders’ equity in the financial
statements, including the net result for the period

Consolidation adjustments for:
- Dividends (512)

- Income from valuation of equity investments using the equity

. Lo 44
method other income from equity investments

- Other consolidation adjustments, net of tax effect

(468)

Minority interests

Consolidated financial statements 1,198
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NET FINANCIAL DEBT

(€ million) 31.12.2014 Change
Financial and bond debt 13,942 (146)
Short-term financial debt (*) 2,057 672
Long-term financial debt 11,885 (818)
Financial receivables and cash and cash equivalents (290) 273
Financial receivables not held for operating activities (216) 216
Cash and cash equivalents (74) 57

13,652 127

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

Net financial debt was €13,779 million at 31 December 2015, an increase of €127 million (€13,652
million at 31 December 2014).

Net cash flow from operating activities (€2,054 million), which benefited from the contribution cashed
by the investee companies valued using the equity method (ordinary dividends of €141 million®*)
allowed us to fully cover the financial requirements associated with technical and equity investments
equal to €1,283 million net of disinvestment flows and to generate a free cash flow of €771 million.
Net financial debt, after the payment to shareholders of the 2014 dividend of €875 million, increased
by €127 million.

Financial and bond debts at 31 December 2015 equal to €13,796 million (€13,942 million at 31
December 2014) comprise the following:

s Change
(€ million) Total at
31.12.2014
Bonds 10,631 (820)
Bank loans 3,296 654
Other financing 15 20
13,942 (146)

34
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In total, the contribution cashed by investee companies, valued using the equity method relating to ordinary and extraordinary dividends and
financial income amounted to around €214 million.
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Financial and bond debts are denominated in euros® and refer mainly to bond loans (€9,811 million,
71.1%) and bank loans (€3,950 million, or 28.6%, including €1,627 million provided by the EIB).
Financial and bond debts decreased by €146 million compared with 31 December 2014. The reduction
is attributable mainly to: (i) the reduction of bonds (-€820 million) following the repayment of a bond
maturing in November 2015 with a nominal value of €750 million and the net repurchase of bonds
with a nominal value of €250 million carried out as a part of the liability management operation
completed in November 2015%, the impact of which was partially offset by a new issue finalised in
January 2015 with a nominal value of €250 million; and (ii) to the increase in bank loans (+€654
million) attributable to new loans taken out with the EIB (+€376 million net of repayments) and higher
net utilisation of uncommitted bank credit lines (+€278 million).

Long-term financial debt (€11,067 million) represents around 80% of gross financial debt (around 85%
at 31 December 2014). Fixed-rate financial debts total around 64% of gross financial debt.

The reduction in financial receivables not held for operating activities (-€216 million) is due to the
closure and simultaneous repayment of the shareholders’ loan provided by Snam to the jointly owned
company TAG, under the scope of an operation to refinance the entire debt of TAG through the banking
system.

35 Except for a fixed-rate bond loan for ¥10 billion, fully converted into euros through a cross-currency swap (CCS) financial derivative.
36 For more information please see the section “Summary data and information — Main events”.
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Information on
financial covenants
can be found in
Note 16 “Short-term
financial liabilities,
long-term financial
liabilities and short-
term portions of
long-term liabilities”
of the Notes to

the consolidated
financial
statements.
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Cash and cash equivalents (€17 million) mainly refer to the cash at Gasrule Ltd for the Group's
insurance activities (€15 million). The reduction of €57 million compared with 31 December
2014 mainly reflects the use of the deposit account in 2015 (€47 million) created to close the
acquisition by Italgas S.p.A. of 51% of Acam Gas S.p.A.

At 31 December 2015, Snam had unused committed long-term credit lines worth €3.95 billion.

Reclassified statement of cash flows

The reclassified statement of cash flows set out below summarises the legally required format. It
shows the connection between opening and closing cash and cash equivalents and the change in

net financial debt during the period. The two statements are reconciled through the free cash flow,

i.e. the cash surplus or deficit left over after servicing capital expenditure. The free cash flow closes
either: (i) with the change in cash for the period, after adding/deducting all cash flows related to
financial liabilities/assets (taking out/repaying financial receivables/payables) and equity (payment of
dividends/capital injections); or (i) with the change in net financial debt for the period, after adding/
deducting the debt flows related to equity (payment of dividends/capital injections).
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RECLASSIFIED STATEMENT OF CASH FLOWS (*)

(€ million) 2013 2014 2015
Net profit 917 1,198 1,238
Adjusted for:

- amortisation, depreciation and other non-monetary components 725 670 744
- Net capital losses (capital gains) on asset sales and eliminations 3 20 32
- Interest and income taxes 1,094 840 804
Change in working capital due to operating activities 46 (88) 40
Dividends, interest and income taxes collected (paid) (1,087) (1,117) (804)
Net cash flow from operating activities 1,698 1,529 2,054
Technical investments (1,187) (1,283) (1,186)
Equity investments (599) (5) 3
Financial receivables held for operating activities (78)
Change in scope of consolidation and business units (14) (10) (46)
Divestments 29 10 6
Other changes relating to investment activities (19) 56 18
Free cash flow (92) 297 771
Change in financial receivables not held for operating activities (216) 216
Change in short- and long-term financial debt 920 490 (169)
Equity cash flow (841) (505) (875)
Effect of the change in scope of consolidation 6

Net cash flow for the period (13) 72 (57)

CHANGE IN NET FINANCIAL DEBT

(€ million) 2013 2014 2015
Free cash flow (92) 297 771
Financial payables and receivables from acquired companies (112)

Equity cash flow (**) (841) (505) (875)
Other changes (***) 5 (6) (23)
Change in net financial debt (928) (326) (127)

(*) For the reconciliation of the reclassified statement of cash flows with the compulsory formats, please see the paragraph “Reconciliation of the
reclassified financial statements with the compulsory formats” below.

(**) The dividend paid in 2014 refers to the balance of the 2013 dividend (€507 million). Snam did not pay out any interim dividends in 2014 or 2015.

(***) Includes the effects of the fair value adjustment and exchange rate of financial debts at the end of the year.
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RECONCILIATION OF THE RECLASSIFIED FINANCIAL STATEMENTS WITH THE COMPULSORY FORMATS

RECLASSIFIED STATEMENT OF FINANCIAL POSITION

(€ million)

Reclassified statement of financial position items

31.12.2014

(Where not expressly stated, the component

Reference to

Partial Amount from

is taken directly from the legally required format) Notes to the amount  reclassified
consolidated from legally format
financial required

statements format
Fixed capital
Property, plant and equipment 15,399 15,478
Compulsory inventories 363 363
Intangible assets 5,076 5,275
Equity-accounted investments 1,402 1,372
Financial receivables held for operating activities (note 8) 78
Net payables for investments, consisting of: (427) (445)
- Payables for investment activities (note 17) (440) (468)
- Receivables from investment/divestment activities (note 8) 13 23
Total fixed capital 21,813 22,121
Net working capital
Trade receivables (note 8) 1,728 1,677
Inventories 155 152
Tax receivables, consisting of: 90 96
- Current income tax assets and other current tax assets 58 62
- IRES receivables for the national tax consolidation scheme (note 8) 32 34
Trade payables (note 17) (816) (694)
Tax liabilities, consisting of: (22) (51)
- Current income tax liabilities and other current tax liabilities (21 (51)
- IRES payables for the national tax consolidation scheme (note 17) (1)
Liabilities for deferred taxes (513) (388)
Provisions for risks and charges (1,014) (776)

Snam Annual Report 2015



Financial review

(€ million)
Reclassified statement of financial position items 31.12.2014
(Where not expressly stated, the component Reference to Partial Amount from
is taken directly from the legally required format) Notes to the amount  reclassified
consolidated from legally format
financial required
statements format
Derivatives (r;:cdes 1181) (4) 7
Other assets, consisting of: 217 167
- Other receivables (note 8) 92 20
- Other current and non-current assets (note 11) 125 77
Assets and liabilities from regulated activities, consisting of: (36) (56)
- Regulated assets (note 11) 144 150
- Regulated liabilities (note 18) (180) (206)
Other liabilities, consisting of: (649) (741)
- Other payables (note 17) (512) (584)
- Other current and non-current liabilities (note 18) (137) (157)
Total net working capital (864) (607)
Provisions for employee benefits (141) (166)
Assets held for sale and directly related liabilities, 16 17
consisting of:
- Assets held for sale 23 24
- Liabilities directly associated with assets held for sale (7) (7)
NET INVESTED CAPITAL 20,824 21,365
Shareholders’ equity including minority interests 7,172 7,586
Net financial debt
Financial liabilities, consisting of: 13,942 13,796
- Long-term financial liabilities 11,885 11,067
- Current portion of long-term financial liabilities 999 1,378
- Short-term financial liabilities 1,058 1,351
z?:s?sc;iar:ge()cf?ivables and cash and cash equivalents, (290) (17)
- Financial receivables not held for operating activities (note 8) (216)
- Cash and cash equivalents (74) (17)
Total net financial debt 13,652 13,779
COVERAGE 20,824 21,365
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RECLASSIFIED STATEMENT OF CASH FLOWS

(€ million)

Partial Amount from Partial amount Amount from
Items from the reclassified statement of cash flows amount reclassified from legfl lly reclassified
o : . from legally format required format
and reconciliation with the legally required format required format
format
Net profit 1,198 1,238
Adjusted for:
Amortisation, depreciation and other non-monetary components: 670 744
- Amortisation and depreciation 797 846
- Impairment losses 6 3
- Equity method valuation effect (79) (126)
- Change in provisions for employee benefits ) 30
- Other changes (52) (9)
Net capital losses (capital gains) on asset sales and eliminations 20 32
Interest, income taxes and other changes: 840 804
- Interest income (19) (8)
- Interest expense 350 345
- Income taxes 509 467
Change in working capital due to operating activities: (88) 40
- Inventories (18) 55
- Trade receivables 65 (9)
- Trade payables (154) (128)
- Change in provisions for risks and charges 23 (14)
- Other assets and liabilities (4) 136
Dividends, interest and income taxes collected (paid): (1,1171) (804)
- Dividends collected 99 141
- Interest collected 1 5
- Interest paid (346) (345)
- Income taxes (paid) received (865) (605)
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(€ million) 2014
Partial Amount from Partial amount Amount from
" amount reclassified from legally reclassified
Items from the reclassified statement of cash flows .
. X . from legally format required format
and reconciliation with the legally required format .
required format
format
Net cash flow from operating activities 1,529 2,054
Technical investments: (1,283) (1,186)
- Property, plant and equipment (917) (793)
- Intangible assets (366) (393)
Investm.ents in c.ompanies joining the scope of consolidation (10) (46)
and business units:
Equity investments (5) (144)
Financial receivables held for operating activities (78)
Divestments: 10 153
- Property, plant and equipment 3 6
- Equity investments 7 147
Other changes relating to investment activities: 56 18
- Change in net payables relating to investment activities 54 18
- Other changes relating to divestment activities 2
Free cash flow 297 771
Change in financial receivables not held for operating activities (216) 216
Change in financial payables: 490 (169)
- Taking on long-term financial debt 2,971 1,167
- Repaying long-term financial debt (1,474) (1,620)
- Increase (decrease) in short-term financial debt (1,007) 284
Equity cash flow (505) (875)
Change in scope of consolidation 6
Net cash flow for the period 72 (57)
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