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31.12.2015

31.12.2016

ASSETS
Current assets
Cash and cash equivalents (7) 17 34
Trade and other receivables (8) 1,824 627 1,307 501
Inventories 9) 152 118
Current income tax assets (10) 54 26
Other current tax assets (10) 8 6
Other current assets (11) 98 52
2,153 1,543
Non-current assets
Property, plant and equipment (12) 15,478 15,563
Compulsory inventories (9) 363 363
Intangible assets (13) 5,275 810
Investments valued using the equity method (14) 1,372 1,499
Other receivables (8) 78 78 213 213
Other non-current assets (11) 137 2 138 2
22,703 18,586
Non-current assets held for sale 24
TOTAL ASSETS 24,880 20,129
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Short-term financial liabilities (15) 1,351 19 1,497 18
Short-term portion of long-term
R (15) 1,378 856
financial liabilities
Trade and other payables (16) 1,746 220 1,264 116
Current income tax liabilities (10) 1 2
Other current tax liabilities (10) 50 8
Other current liabilities (17) 71 1 21 2
4,597 3,648
Non-current liabilities
Long-term financial liabilities (15) 11,067 8,737
Provisions for risks and charges (18) 776 707
Provisions for employee benefits (19) 166 44
Deferred tax liabilities (20) 388 187
Other non-current liabilities (17) 293 309
12,690 9,984
Liabilities directly associated with assets held 7
for sale
TOTAL LIABILITIES 17,294 13,632
SHAREHOLDERS' EQUITY (22)
Snam shareholders' equity
Share capital 3,697 2,736
Reserves 2,650 2,900
Net profit 1,238 861
Total Snam shareholders' equity 7,585 6,497
Minority interests 1
TOTAL SHAREHOLDERS' EQUITY 7,586 6,497
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 24,880 20,129
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INCOME STATEMENT
2015 2016

REVENUE (24)
Core business revenue 2,470 1,693
Other revenue and income 84 36

2,554
OPERATING COSTS (25)
Purchases, services and other costs (403) (38)
Personnel cost (148)

(551)
AMORTISATION, DEPRECIATION AND
IMPAIRMENT LOSSES (26) (576)
EBIT 1,427
FINANCIAL INCOME (EXPENSES) (27)
Financial expenses (387)
Financial income 7 3
Derivatives

(380)
INCOME (EXPENSE) FROM EQUITY (28)
INVESTMENTS
Equity method valuation effect 106

106

PRE-TAX PROFIT 1,153
Income tax (29) (357)
Net profit - continuing operations 796
Net profit - discontinued operations (*) (21) 442 788
Net profit 1,238
Attributable to Snam shareholders:
- continuing operations 796
- discontinued operations 442
Minority interests:
- continuing operations
- discontinued operations
Net profit per share attributable to Snam (30)
shareholders (€ per share)
- basic 0.35
- diluted 0.35
Net profit per share attributable to Snam (30)
shareholders - continuing operations (€ per share)
- basic 0.23
- diluted 0.23

(*)  In conformity with the provisions of paragraph 33 of IFRS 5 “Non-current Assets Held for Sale and Discontinued Operations”, the analysis of the net profit from discontinued
operations cannot be presented alternatively in the Income statement or the Notes. Snam has chosen to give this analysis in the Notes to Note 21 “Discontinued
operations”, which should be referred to.
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Net profit

1,238

Other components of comprehensive income
Components that can be reclassified to the income statement
Change in fair value of cash flow hedge derivatives

Portion of equity investments valued using the equity method pertaining

to “other components of comprehensive income” !
Tax effect
1
Components that cannot be reclassified to the income statement
Actuarial gains (losses) on remeasurement of defined-benefit plans
for employees 6
Portion of equity-accounted investments pertaining to “other
components of comprehensive income" referring to remeasurement
of defined-benefit plans for employees
Tax effect (2)
4
Total other components of comprehensive income, net of tax effect 15
Total comprehensive income 1,253
Attributable to Snam shareholders:
- continuing operations 809
- discontinued operations 444
Minority interests:
- continuing operations
- discontinued operations
1,253
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STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

Snam shareholders’ equity

Negative reserve for treasury shares in

the portfolio (*)
Reserve for defined-benefit plans for

hedging derivatives net of tax effect
employees net of tax effect

Reserve for fair value of cash flow

Share capital

Share premium reserve
Legal reserve
Consolidation reserve
Other reserves
Retained earnings

Net profit for the year

Total

(€ million)

Minority interests

Total shareholders’ equity

Balance at 31 December 5)

2014(a) 3,697 1,700 714

—
w
-
—_
[\Y)
(=]
-

(1,701) (1) 1592 1,198 7,171

7,172

Profit for 2015 1238 1,238

1.238

Other components of
comprehensive income:

Components that can be
reclassified to the income statement:

- Portion of equity
investments valued
using the equity
method pertaining to
“other components of
comprehensive income

m 1

11

Components that cannot
be reclassified to the
income statement:

- Actuarial gains on
remeasurement of
defined-benefit plans for
employees

Total comprehensive

income for 2015 (b) 4 n 1,238 1,253

1,253

Transactions
with shareholders

- Reclassification to legal

(25) 25
reserve

- Allocation of dividend for

2014 (€0.25 per share) (72) (333)  (470) (875)

(875)

- Allocation of 2014

residual net profit 728 (728)

Total transactions with
(97)

shareholders (c) 25 395 (1,198) (875)

(875)

Other changes in

shareholders’ equity (d) % %

36

Balance at 31 December )

2015 (ematbscsd) 3,697 1603 739  (3) (16) (1,701) 46 1987 1,238 7,585

7,586

(*) Renamed following Legislative Decree 139/15 which came into force on 1 January 2016.
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STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

Snam shareholders’ equity

(€ million) Note
Balance at 31 December 2015 (a) (22)
Profit for 2016

Other components of comprehensive
income:

Components that can be reclassified

to the income statement:

- Portion of equity-accounted
investments pertaining to “other
components of comprehensive
income”

- Change in fair value of cash flow
hedge derivatives

Components that cannot be
reclassified to the income statement:

- Actuarial gains/(losses) on
remeasurement of defined-benefit
plans for employees

Total comprehensive income
for 2016 (b)

Transactions with shareholders:

- Allocation of dividend for 2015 (€0.25
per share)

- Allocation of 2015 residual net profit
- Purchase of treasury shares

- Effects of the separation of Italgas Reti
S.p.A. from Snam S.p.A.

Total transactions with

shareholders (c)

Other changes in shareholders’

equity:

- Effect of Stogit acquisition price
adjustment

- Reclassification of reserves for
purchase of treasury shares

- Other changes

Total other changes in shareholders’
equity (d)

Balance at 31 December 2016
(e=a+b+c+d)

(22)

(*) Renamed following Legislative Decree 139/15 which came into force on 1 January 2016.
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CASH FLOWS STATEMENT (*)

Net profit - continuing operations 796
Net profit - discontinued operations 442
Net profit 1,238
Adjustments for reconciling net profit with cash flows from operat-

ing activities:

Amortisation and depreciation - continuing operations (26) 573
Amortisation and depreciation - discontinued operations 273
Impairment losses from tangible and intangible fixed assets (26) 3
Effect of valuation using the equity method (14) (126)
Net capital losses (capital gains) on asset sales, cancellations and 32
eliminations

Interest income (8)
Interest expense 345
Income tax - continuing operations (29) 357
Income tax - discontinued operations 110
Other changes 9)
Changes in working capital:

- Inventories 55
- Trade receivables (9)
- Trade payables (128)
- Provisions for risks and charges (14)
- Other assets and liabilities 136
Working capital cash flow 40
Change in provisions for employee benefits 30
Dividends collected 141
Interest collected 5
Interest paid (345)
Income taxes paid net of reimbursed tax credits (605)
Net cash flow from operating activities 2,054
- of which with related parties (32) 2,450
Investments:

- Property, plant and equipment (12) (793)
- Intangible assets (13) (393)
- Change in scope of consolidation and business units (46)
- Equity investments (144)
- Financial receivables held for operations (78)
- Change in payables and receivables relating to investments 18
Cash flow from investments (1,436)
Divestments:

- Property, plant and equipment 6
- Change in receivables relating to divestment activities

- Companies leaving the scope of consolidation (**)

- Equity investments 147
Cash flow from divestments 153
Net cash flow from investment activities (1,283)
- of which with related parties (32) (157)
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Net cash flow from investment activities (1,283)
- of which with related parties (32) (157)
Assumption of long-term financial debt 1,167
Repayment of long-term financial debt (1,620)
Increase (decrease) in short-term financial debt 284
Change in financial receivables not held for operating activities 216
Financial receivables of companies leaving the scope
of consolidation (***)

47
Purchase of treasury shares
Dividends paid to Snam shareholders (875)
Net cash flow from financing activities (828)
- of which with related parties (32) 222
Net cash flow for the period (57)
Cash and cash equivalents at the beginning of the period (7) 74
Cash and cash equivalents at the end of the period (7) 17

(*)  In conformity with the provisions of paragraph 33 of IFRS 5 “Non-current Assets Held for Sale and Discontinued Operations”, the net financial flows attributable to
operations, investment, and financing of discontinued operations can be presented alternatively in the Notes or in the financial statements. Snam chose to represent the
Group total cash flows in the Cash flow statement, including both continuing and discontinued operations. The additional information on the cash flows of discontinued
operations is given in Note 21 “Discontinued operations”.

(**) The amount relates to the collection of the consideration from the sale of 38.87% of the equity investment held by Snam S.p.A. in Italgas Reti S.p.A. (€1,502 million, net of
cash sold). For more information about the operation of separating Italgas Reti S.p.A. from Snam S.p.A., refer to Note 21 “Discontinued operations”.

(***) This refers to the repayment to Snam S.p.A. of inter-company financial receivables from the Italgas Group net of financial payables to the EIB (€424 million), provided by
the EIB to Snam for financing Italgas S.p.A. projects, that are being taken over by the Italgas Group. For more information about the operation of separating Italgas Reti
S.p.A. from Snam S.p.A., refer to Note 21 “Discontinued operations”.
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CERTIFICATION OF THE CONSOLIDATED FINANCIAL STATEMENTS PURSUANT
TO ARTICLE 154-BIS, PARAGRAPH 5 OF LEGISLATIVE DECREE NO. 58/98
(CONSOLIDATED FINANCE ACT)

1. The undersigned Marco Alvera and Franco Pruzzi, as Chief Executive Officer and the Manager
charged with preparing the Company'’s financial reports of Snam S.p.A. respectively, certify, taking into
account Article 154- bis, paragraphs 3 and 4 of Legislative Decree 58 of 24 February 1998:

m the adequacy, considering the Company’s characteristics, and
m the effective implementation of the administrative and accounting procedures for the preparation
of the consolidated financial statements during the course of 2016.

2. The administrative and accounting procedures for the preparation of the consolidated financial
statements at 31 December 2016 were defined and their adequacy was assessed using the rules and

methods in line with the Internal Control — Integrated Framework model issued by the Committee of
Sponsoring Organisations of the Treadway Commission, which represents a benchmark framework for
the internal control system generally accepted at international level.

3. ltis also certified that:

3.1 The consolidated financial statements at 31 December 2016:

a) were prepared in accordance with the applicable international accounting standards recognised in
the European Community pursuant to Regulation (EC) no. 1606/2002 of the European Parliament
and of the Council of 19 July 2002;

b) are consistent with the accounting records and ledgers;

c) are able to provide a true and fair view of the financial position, operating results 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.

6 March 2017

Signed/Marco Alvera /Signed/Franco Pruzzi
Marco Alvera Franco Pruzzi
The Chief Executive Officer The Manager charged with preparing

the Company’s financial reports



Building a better
working world

Snam S.p.A.
Consolidated financial statements as at 31 December 2016
Independent auditor’s report in accordance with articles 14

and 16 of Legislative Decree n. 39, dated 27 January 2010
(Translation from the original Italian text)




276

EY

Building a better
working world

independent auditor’s report
in accordance with articles 14 and 16 of Legislative Decree n. 39, dated 27 January 2010
(Translation from the original Itallan text)

To the Shareholders of Snam S.p.A.

Report on the consolldated financial statements

We have audited the accompanying consolidated financial statements of the Snam Group, which
comprise the balance sheet as at 31 December 2016, the income statement, the statement of
comprehensive income, the statement of changes in shareholders’ equity and the cash flow statement
for the year then ended, and a summary of significant accounting policies and other explanatory
information.

Directors’ responsibility for the consolidated financial statements

The Directors of Snam S.p.A. are responsible for the preparation of these consolidated financial
statements that give a true and fair view in accordance with International Financial Reporting
Standards as adopted by the European Union as well as with the regulations issued to implement art.
9 of Legislative Decree n. 38, dated 28 February 2005.

Auditor's responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audit. We conducted our audit in accordance with International Standards on Auditing (ISA Italia)
implemented in accordance with article 11 of Legislative Decree n, 39, dated 27 January 2010.
Those standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on the auditor's
professional judgment, including the assessment of the risks of material misstatement of the
consolidated financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity's preparation of the consolidated financial
statements that give a true and fair view in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity's internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by Directors, as well as evaluating the
overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtalned is sufficient and appropriate to provide a basis
for our audit opinion.

Snam Annual Report 2016




277

EY

Building a better
working world

Opinion

In our opinion, the consolidated financial statements give a true and fair view of the financial position
of the Snam Group as at 31 December 2016 , and of its financial performance and its cash flows for
the year then ended in accordance with International Financial Reporting Standards as adopted by the
European Union and with article 9 of Legislative Decree n. 38, dated 28 February 2005.

Report on other legal and regulatory requirements

Opinion on the consistency of the Directors’ Report and of specific information of the Report on
Corporate Governance and Ownership Structure with the consolidated financial statements

We have performed the procedures required under audit standard SA ttalia n. 7208 in order to
express an opinion, as required by law, on the consistency of the Directors’ Report and of specific
information of the Report on Corporate Governance and Ownership Structure as provided for by
article 123-bis, paragraph 4 of Legislative Decree n. 58, dated 24 February 1998, with the
consolidated financial statements. The Directors of Snam S.p.A. are responsible for the preparation of
the Directors’ Report and of the Report on Corporate Governance and Ownership Structure in
accordance with the applicable laws and regulations. In our opinion the Directors’ Report and the
speclfic information of the Report on Corporate Governance and Ownership Structure are consistent
with the consolidated financial statements of the Snam Group as at 31 December 2016.

Turin, 20 March 2017

EY S.p.A.
Signed by: Stefania Boschetti, partner

This report has been translated into the English language solely for the convenience of international readers.




