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INCOME STATEMENT
Financial

Year First half
2015 (millions of €) Change % Change
3,573 Regulated revenues (96) (5.3)
76 Non-regulated revenue (17) (41.5)
3,649 Total revenue (*) (113) (6.2)
(850) Operating costs (*) (7) 1.7
2,799 EBITDA (120) (8.4)
(849) Depreciation, amortisation and impairment losses (25) 5.9
1,050 EBIT (145) (14.3)
(380) Net financial expenses 10 (5.4)
135 Net income from equity investments (5) (7.2)
1,705 Profit before taxes (140) (15.6)
(467) Income tax 54 (19.1)
1,238 Net profit (**) (86) (14.1)

(*)  Purely for the purposes of the reclassified income statement, revenue relating to building and upgrading distribution infrastructures recorded pursuant to IFRIC 12, which is
recorded in equal measure alongside the relevant costs incurred (€122 and €137 million respectively in the first half of 2015 and of 2016), is stated as a direct reduction in
the respective cost items.

(**) Net profit is attributable to Snam.

Net profit

Net profit for the first half of 2016 totalled €526 million, down by €86 million (14.1%) compared
with the first half of 2015. The reduction was mainly due to the fall in EBIT (-€145 million; -14.3%)
and lower income from equity investments valued using the equity method (-€5 million; -7.2%).

These factors were partly offset by the lower financial expenses (+€10 million; 5.4%), mainly
following lower expenses related to net financial debt (+€20 million, 10.4%), which benefited thanks

to the reduction in the average cost of debt and the fall in income taxes (+€54 million; 19.1%),

mainly due to the lower pre-tax profit.
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ANALYSIS OF INCOME STATEMENT ITEMS

TOTAL REVENUE
Financial
Year First half
2015 (millions of €) 2015 Change % Change
Business segments

2,145 Transportation 1,080 (94) (8.7)

25 Regasification 13 (3) (23.1)

535 Storage 276 17 6.2
1,098 Distribution 543 (27) (5.0)
209 Corporate and other activities 102 (8) (7.8)
(363) Consolidation eliminations (177) 2 (1.7)
3,649 Total revenue 1,837 (113) (6.2)

REVENUE - REGULATED AND NON-REGULATED ACTIVITIES

Financial

Year First half
2015 (millions of €) 2015 Change % Change
3,573 Regulated revenues 1,796 (96) (5.3)

Business segments

1,977 Transportation 978 (60) (6.1)
18 Regasification 11 (1) (9.1)
389 Storage 205 10 49
1,063 Distribution 528 (27) (5.1)
126 Revenue items offset in costs (*) 74 (18) (24.3)
76 Non-regulated revenue 41 (17) (41.5)
3,649 1,837 (113) (6.2)

(*) The main revenue items offset in costs relate to interconnection and sales of natural gas carried out for balancing purposes.

Regulated revenue (€1,700 million, net of consolidation elimination) fell by €96 million compared
with the first half of 2016 (-5.3%). Revenue from regulated activities, net of components offset in
costs, stood at €1,644 million and relate to transportation (€918 million), distribution (€501 million),
storage (€215 million) and regasification (€10 million). The reduction of €78 million (4.5%) compared
with the first half of 2015, is due mainly to the lower net invested capital return rate (WACC) for 2016,
which affected the natural gas transport sector (from 6.3% in 2015 to 5.4% in 2016) and distribution
sector (from 6.9% in 2015 to 6.1% in 2016; from 7.2% in 2015 to 6.6% in 2016 for metering). With
regard to the storage sector, the increase in regulated revenue (+€ 10 million, +4.9%) was basically due
to the adoption of reference parameters for determining the WACC for 2016, calculated in accordance
with the criteria established by the Authority through resolution 583/2015/R/com, improvements
compared with the reference ones for determining the WACC for 2015, the first year of the fourth
regulation period for the storage service, which led to the WACC for 2016 being calculated as 6.5%
compared with 6% for 2015.
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Non regulated revenue (€24 million, net of consolidation eliminations) mainly involves income from
the leasing and maintenance of fibre optic telecommunication cables (€6 million), from rental (€3
million) and insurance payments (€2 million). The reduction compared with the first half of 2015, equal
to €17 million, is mainly due to lower sales of natural gas no longer part of operations.

OPERATING COSTS
Financial

Year First half

2015 (millions of €) 2015 Change % Change
Business segments

485 Transportation 240 (26) (10.8)
19 Regasification 8 (2) (25.0)
145 Storage 71 1 1.4
356 Distribution 163 33 20.2
208 Corporate and other activities 98 (1) (1.0)
(363) Consolidation eliminations (177) 2 (1.7)
850 403 7 1.7

OPERATING COSTS - REGULATED AND NON-REGULATED ACTIVITIES

Financial
Year

2015 (millions of €)

First half
Change % Change

792 Costs of regulated activities 5 1.4
482 Controllable fixed costs (13) (5.2)

20 Variable costs 3 27.3
164 Other costs 33 97.1
126 Cost items offset in revenue (*) (18) (24.3)

58 Costs of non-regulated activities 2 5.6
850 7 17

(*) The main items offset in costs relate to interconnection and to withdrawals of natural gas in relation to sales carried out for the purposes of balancing the gas system.

Operating costs of regulated activities

Controllable fixed costs (€235 million, net of components which are offset in revenues), which
comprise the sum of personnel expenses and recurring external costs, fell by €13 million, or 5.2%,
compared with the first half of 2015 (€248 million). The reduction was essentially due to lower
external costs (-€9 million).

Variable costs totalled €14 million, net of components that are offset in revenues, up by €3 million
compared with first half of 2015.
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Other costs (€67 million, net of components which are offset in revenues), essentially involve: (i)

concession fees for natural gas distribution concessions (€26 million); (ii) capital losses (€15 million);

(iii) net provisions for risks and charges (€11 million). The increase, net of components which are offset

in revenues, equal to €33 million is essentially due to the dynamics of the provision for risks and charges,

following the net provisions made in the first half of 2016 for net usage recorded in the first half of 2015.

Operating costs of non-regulated activities

Non-regulated operating costs totalled €38 million, broadly in line with the corresponding period in

2015 (+€2 million, +5.6%).

Operating costs, net of components that are offset in revenues, amounted to €354 million, up by €25
million, equal to 7.6% compared with the first half of 2015.
The number of employees as at 30 June 2016 (6,395 people) is analysed below by professional status:

Financial
Year First half
2015 (number) 2015 Change % Change
Professional status
131  Executives 127 3 2.4
614 Managers 607 46 7.6
3,356 Administrative staff 3,351 136 4.1
2,112 Manual workers 2,134 9) (0.4)
6,213 6,219 176 2.8
DEPRECIATION, AMORTISATION AND IMPAIRMENT LOSSES
Financial
Year First half
2015  (millions of €) Change % Change
846 Depreciation and amortisation 25 5.9
Business segments
492 Transportation 8 3.2
5 Regasification 50.0
71 Storage 6 16.7
273 Distribution 10 76
5 Corporate and other activities
3 Impairment losses (Reversals)
849 25 5.9

Amortisation and depreciation (€447 million) increased by €25 million, 5.9%, compared with

the first half of 2015, mainly following the increased amortisation and depreciation (+€25 million),

recorded in all business segments. The increase is basically due to the new infrastructures coming into

service.
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EBIT
Financial
Year First half
2015 (millions of €) 2015 Change % Change
Business segments
1,165 Transportation 591 (76) (12.9)
1 Regasification 3 () (66.7)
319 Storage 169 10 5.9
469 Distribution 248 (70) (28.2)
(4) Corporate and other activities 1 (7)
1,950 1,012 (145) (14.3)

EBIT™ for the first half of 2016 totalled €867 million, down by €145 million (14.3%) compared with
the first half of 2015. The reduction is due to lower revenues (€95 million, net of components offset

in costs, -5.4%) and to the rise in operating costs (€25 million, net of components offset in revenues,

equal to 7.6%). The increase in operating costs is mainly due to the dynamics of the provision for risks

and charges, following net provisions for risks and charges for usage made in the first half of 2015

(-€33 million), the effects of which were only partly offset by less income for the sale of natural gas

no longer part of operations (+€17 million). The reduction in EBIT was also affected by the increase in

amortisation and depreciation (€25 million, 5.9%) recorded in all business segments.

12 EBIT was analysed by isolating only the elements that determined a change therein. To this end, applying gas segment tariff regulations genera-
tes revenue components that are offset in costs.
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NET FINANCIAL EXPENSES

Financial
Year First half

2015 (millions of €) Change % Change
392 Financial expense (income) related to net financial debt (20) (10.4)
395 - Interest and other expense on short- and long-term financial debt (23) (11.7)
(3) - Interest on financial receivables not held for operations 3 (100.0)
18 Otbher net financial expense (income) 3 429
14 - Accretion discount 1 16.7

4 - Other net financial expense (income) 2

Losses (Gains) on hedging derivatives — ineffective portion 2
(30) Financial expense capitalised 5 (35.7)
380 (10) (5.4)

Net financial expense amounted to €176 million, down by €10 million (5.4%) compared with the

first half of 2015. The reduction was mainly attributable to the lower financial expenses related to net

financial expense (~€20 million), due mainly to the decrease in the average cost of borrowing, thanks

partly to the measures implemented by the Group to improve its financial structure. These effects were

partly offset by lower capitalisation of financial expense (+€5 million) and by the effects related to the

recording in the income statement of the ineffective portion resulting from the valuing at fair value of

hedging derivative instruments (+€2 million).

NET INCOME FROM EQUITY INVESTMENTS

Financial .
Year First half
2015 (millions of €) 2015 2016 Change % Change
126 Effect of valuation using the equity method 70 (6) (8.6)
9 Other net income (expense) (1) 1 (100.0)
135 69 (5) (7.2)
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Net income from equity investments (€64 million) concerns the share of net profit for the period

of companies valued using the equity method (€64 million; €6 million), with particular reference to
Trans Austria Gasleitung GmbH - TAG (€37 million; -€2 million), TIGF Holding S.A.S. (€16 million;
+€1 million), Toscana Energia S.p.A. (€9 million; €2 million), Gasbridge 1 B.V. and Gasbridge 2 B.V
(€4 million in total; €1 million) as well as the share of the negative result for the period of Trans

Adriatic Pipeline AG - TAP (-€2 million), a company involved in the development of the project that will

enable gas to be transported from Azerbaijan to Europe.
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INCOME TAX
Financial

Year First half

2015  (millions of €) 2015 Change % Change
595 Current taxes 310 (45) (14.5)

(Prepaid) deferred taxes

(52) Deferred taxes (26) (2) 7.7
(19)  Prepaid taxes (1) (7)
(71) (27) (9) 333
(57) Adjustment of deferred taxes
27.4 Taxrate (%) 31.6 (1.3)
467 283 (54) (19.1)

Income tax for the first half of 2016 (€229 million) decreased by €54 million, or 19.1%, compared
with the corresponding period of the previous year. The reduction is mainly due to the lower pre-

tax profit and increase in ACE benefit - (Economic Growth Aid) for companies that strengthen their

capital structure - introduced by Decree Law 201 of 6 December 2011 converted by Law 214 of 22

December 2011 and later amendments and supplements.
The tax rate was 30.3% (31.6% in the first half of 2015).
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RECLASSIFIED STATEMENT OF FINANCIAL POSITION

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 (*)

(millions of €) 31.12.2015
Non-current assets 22,121
Property, plant and equipment 15,478
Compulsory inventories 363
Intangible assets 5,275
Equity investments 1372
Financial receivables held for operations 78
Net payables for investments (445)
Net working capital (607)
Provisions for employee benefits (166)
Assets held for sale and directly related liabilities 17
NET INVESTED CAPITAL 21,365
Shareholders’ equity (including minority interests)
- attributable to Snam 7,585
- attributable to minority interests 1
7,586
Net financial debt 13,779
COVERAGE 21,365

Change
343

199

(336)

(336)
398

62

(*) For the reconciliation of the reclassified statement of financial position with the compulsory format, please see the paragraph “Reconciliation
of the reclassified financial statements with the compulsory formats” below.
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Fixed capital (€22,464 million) increased by €343 million compared with 31 December 2015,
due mainly to the increase in property, plant and equipment (+€199 million), the reduction in net
financial debt relating to investing activities (+€120 million) and the increase in financial receivables

relating to operations (+€69 million).

The change in property, plant and equipment and in intangible assets can be broken down as follows:

Property, plant Intangible
(millions of €) and equipment assets
Balance at 31 December 2015 15,478 5,275
Technical investments 358 168
Depreciation, amortisation and write-downs (292) (155)
Transfers, eliminations and divestments (6) 9)
Other changes 139 (14)
Balance at 30 June 2016 15,677 5,265

Other changes (+€125 million) relate to: (i) the effects of adjusting the present value of
disbursements for the dismantling and restoration of sites (+€153 million), mainly due to a
reduction in the expected discounting rates; (ii) grants for the period (€21 million); and (iii) the
change in inventories of pipes and related accessory materials used to construct the plants (-€7

million).

Compulsory inventories

Compulsory inventories (€363 million, unchanged from 31 December 2015) comprise 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 natural gas in stock, equal to around 4.5 billion

standard cubic metres, are determined annually by the Ministry of Economic Development'.

13 On 21 January 2016, the Ministry set the strategic storage volume at 4.62 billion cubic metres for the contractual storage year 2016-2017 (1 April
2016 - 31 March 2017), which is unchanged from the previous year 2015-2016 (1 April 2015 - 31 March 2016). The Stogit share was unchanged at
4.5 billion cubic metres.

Snam - 2016 Half-Year Report
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Equity investments

The equity investments item (€1,337 million) includes the valuation of equity investments using the
equity method and refers to the companies Trans Austria Gasleitung GmbH - TAG (€458 million), TIGF
Holding S.A.S. (€445 million), Toscana Energia S.p.A. (€163 million), Trans Adriatic Pipeline AG - TAP
(€154 million)™ and Gasbridge 1 B.V. and Gasbridge 2 B.V. (€105 million cumulatively).

Financial receivables held for operations

Financial receivables held for operations (€147 million) relate to Snam’s share of the Shareholders’
Loan granted to the subsidiary Trans Adriatic Pipeline AG (TAP). Financial receivables, compared with 31
December 2015%, increased by €69 million.

NET WORKING CAPITAL

(millions of €) 31.12.2015 Change
Trade receivables 1,677 (430)
Inventories 152 23
Tax receivables 9% (24)
Derivative instruments 7 28
Other assets 167 93
Provisions for risks and charges (776) (170)
Trade payables (694) 86
Liabilities for deferred taxes (388) 36
Accruals and deferrals from regulated activities (56) (32)
Tax liabilities (51) (21)
Other liabilities (741) 128

(607) (283)

Net working capital (€890 million) fell by €283 million compared with 31 December 2015

owing mainly to: (i) the reduction in trade receivables (-€430 million) mainly due to the natural gas
transportation sector (€261 million), following less receivables from the dynamics of additional
components compared with the transportation tariff (-€107 million) and the balancing service (-€87
million) and the natural gas distribution sector (€188 million) as a result of seasonally-adjusted
volumes distributed; (i) the increase in the provision for risks and charges (€170 million) due
essentially to the provision for site dismantling and restoration in the storage (€101 million) and the
transportation sector (€52 million) as a result of the reduction in expected discount rates.

14 It includes the increase of approximately €26 million (equal to CHF 28.6 million) relating to the future share capital increase of TAP, which Snam
is obliged to invest in in proportion to the shareholding owned, by virtue of the agreements signed during the acquisition of the equity investment.
Snam organised the payment for 13 July 2016.

15 Based on contractual agreements signed, shareholders are responsible for funding the project on the basis of the shareholding owned, both through
the Shareholders’ Loan and through the subscription of share capital increases, until the pipeline comes into service, as well as if its capacity is
expanded.
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These factors were partly offset by: (i) the reduction in other liabilities (+€ 128 million) attributable
mainly to the lower payables to the Cassa per i Servizi Energetici e Ambientali - CSEA with regard to
additional tariff components in the transportation sector (+€98 million); (ii) the increase in other
assets (+€93 million) which essentially refer to the distribution sector for greater receivables from
the CSEA related to Energy Efficiency Certificates (+€60 million); (iii) the reduction in trade payables
(+€86 million) mainly as a result of the balancing service.

Assets held for sale and directly associated liabilities

Assets held for sale and directly related liabilities relate to a property complex located in Roma
Ostiense owned by Italgas (€18 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

First half

(millions of €) 2015

Net profit 612

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)

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

comprehensive income” (*) 11
Tax effect
1
Components that cannot be reclassified to the income statement:
Actuarial (losses)/gains from remeasurement on defined-benefit obligations - IAS 19 2
Tax effect (1)
1
Total other components of comprehensive income, net of tax effect 12
Total comprehensive income 624
attributable to:
- Snam 624
- Minority interests
624

(*)  Includes the effects of the shareholders’ equity conversion of the stakeholding in Interconnector UK, owned by the joint-control companies
Gasbridge 1 B.V. and Gasbridge 2 B.V., at the Euro/GBP spot exchange rate at 30 June 2016.

16 Note that, at the same time as the operation separating Italgas from Snam and subject to the effectiveness of the latter, Snams’ rights and obliga-
tions , with regard to the Roma Ostiense property complex resulting from precise contractual agreements during the sale, by Eni to Snam, of the
entire share capital of Italgas which took place in 2009 will be transferred to the Beneficiary Company ITG Holding. For more information, please
refer to note 18 "Guarantees, commitments and risks - Other commitments and risks - Commitments resulting from the contract for the sale by Eni
of Italgas and Stogit” in the Notes to the Condensed consolidated interim financial statements.

Snam - 2016 Half-Year Report
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SHAREHOLDERS' EQUITY

(millions of €)
Shareholders’ equity at 31 December 2015

Increases owing to:
- Comprehensive income for the first half of 2016 514
- Other changes (*) 25

Decreases owing to:
- Distribution of 2015 dividend (875)

Shareholders’ equity including minority interests at 30 June 2016

attributable to:

- Snam

- Minority interests

(*) Other changes (+€25 million) relate essentially to the correction of the price adjustment in favour of Eni, recognised in 2010 in relation to
contractual agreements with Eni at the time of the acquisition of the stake in Stogit (+€21 million). The adjustment follows the definitive approval
by the Electricity, Gas and Water Authority (AEEGSI) of the storage tariffs for 2015, the reference tariff year for the purposes of adjusting the
contractual price.

Information about the individual shareholders’ equity items and changes therein compared with
31 December 2015 is provided in Note 17 “Shareholders’ equity” in the Notes to the condensed

consolidated interim financial statements.

NET FINANCIAL DEBT

(millions of €) 31.12.2015 Change
Financial and bond debt 13,796 402
Short-term financial debt (*) 2,729 1,135
Long-term financial debt 11,067 (733)
Financial receivables and cash and cash equivalents (17) (4)
Cash and cash equivalents (17) (4)

13,779 398

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

The net cash flow from operating activities (€ 1,200 million) allowed us to fully cover the financial
requirements associated with net investments for the period (€692 million) and to generate a free cash
flow of €508 million. The net financial debt, after the payment to shareholders of the 2015 dividend of
€875 million, increased by €367 million compared with 31 December 2015. Including non-cash items,
net financial debt increased by €398 million to a level of €14,177 million.
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Financial and bond debts at 30 June 2016, amounting to € 14,198 million (€13,796 million at 31
December 2015), comprised the following:

(millions of €) 31.12.2015
Bonds (*) 9,811
Bank loans 3,950
Other loans 35

13,796

(*) Bond loans were issued under the scope of the Euro Medium Term Notes (EMTN) Programme, with a due date of 30 June 2016 and in the
process of renewal.

Financial and bond debts are denominated in euros'” and refer mainly to bond loans (€9,639
million, 67.9%) and bank loans (€4,535 million, or 31.9%, including €1,617 million provided by the
European Investment Bank - EIB).

The increase in financial and bond debts compared with 31 December 2015, equal to €402 million,
is mainly attributable to the increase in bank loans (+€585 million) by virtue of the greater net
usage of uncommitted banking lines of credit (+€350 million) and committed lines (+€245 million),
belonging, specifically, to the syndicated loan. These effects were partly offset by the reduction in
debenture loans (€172 million) basically following the repayment of a bond, due in January 2016,
of a nominal value of €150 million.

Long-term financial debt (€10,334 million) represents around 73% of gross financial debt (around
80% at 31 December 2015). Fixed-rate financial debts amounted to around 62% of gross financial
debt (around 64% at 31 December 2015).

Cash and cash equivalents (€21 million) mainly refer to the bank deposits of Gasrule Insurance DAC
for the Group's insurance activities (€19 million).

At 30 June 2016, Snam had unused committed long-term credit lines worth €3.7 billion.

Covenants

As at 30 June 2016, Snam had unsecured bilateral and syndicated loan agreements in place

with banks and other financial institutions. Some of these agreements call for, among other
things, compliance with covenants typical of international practices such as: (i) negative pledge
commitments pursuant to which Snam and its subsidiaries are subject to limitations concerning
the pledging of real property rights or other restrictions on all or part of the respective assets,
shares or merchandise; (ii) pari passu and change-of-control clauses; and (iii) limitations on certain
extraordinary transactions that the Company and its subsidiaries may carry out. At 30 June 2016,
the bank loans subject to these restrictive clauses amounted to approximately €2.9 billion. The
bonds issued by Snam as at 30 June 2016 as part of the Euro Medium Term Notes programme
call for compliance with covenants that reflect international market practices regarding, inter alia,

negative pledge and pari passu clauses.

17  Except for a fixed-rate bond loan for ¥10 billion, fully converted into euros through a cross-currency swap (CCS) financial derivative.
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Information on
financial covenants
can be found in
Note 12 “Short-term
financial liabilities,
long-term financial
liabilities

and short-term
portions of
long-term liabilities”
of the Notes

to the condensed
consolidated
interim financial
statements.
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Failure to meet these covenants, and the occurrence of other events, for example cross-default
events, some of which are subject to specific materiality thresholds, may result in Snam'’s failure

to comply and could trigger the early repayment of the relative loan. Exclusively for the EIB loans,
the lender has the option to request additional guarantees if Snam'’s credit rating is downgraded

to BBB- (Standard & Poor’s/Fitch Ratings Limited) or Baa3 (Moody’s) for at least two of the three
ratings agencies.

Specifically with regard to the covenants related to the separation of Italgas from Snam (the
Transaction), note the following: (i) with regard to the bank loans at 30 June 2016, Snam obtained
the required consent from financial institutions to finalise the Transaction, which was subject,
among other things, to the completion of the Transaction; (ii) with regard to the bonds issued

as a part of the Euro Medium Term Notes Programme, as dictated by the agreement, Snam will
request the approval of bondholders to allow it to sell a substantial portion of its industrial
business as a result of the Transaction; (iii) with specific regard to the loans funded by the European
Investment Bank, EIB has issued its consent for the completion of the Transaction subject to certain
termination conditions such as, in particular, EIB's receipt of the spin-off document in a form

and substance satisfactory to EIB, and Snam'’s updated business plan, and any other transaction-
related documentation available to creditors indicating that Snam'’s credit risk and overall industrial
operations are not negatively affected by the transaction. With regard to the two loans issued by
EIB to Snam to fund ltalgas projects, EIB has stated it is willing to agree to the assumption with
release for Snam subject to certain conditions being met (including the approval of EIB's decision-
making bodies in this regard).

Taking account of what is described in this paragraph, it should be noted that as at 30 June 2016,
there were not events not in compliance with the aforementioned obligations and contractual

covenants.

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).



RECLASSIFIED STATEMENT OF CASH FLOWS (*)

Financial review

First half
(millions of €) 2015 2016
Net profit 612 526
Adjusted for:
- Amortisation, depreciation and other non-monetary components 351 382
- Net capital losses on asset sales and eliminations 10 15
- Interest and income taxes 452 385
Change in working capital due to operating activities 30 167
Dividends, interest and income taxes collected (paid) (309) (275)
Net cash flow from operating activities 1,146 1,200
Technical investments (454) (499)
Equity investments (14) (26)
Financial receivables held for operations (69)
Change in scope of consolidation and business units (45)
Divestments 87 2
Other changes relating to investment activities (133) (100)
Free cash flow 587 508
Change in financial receivables not held for operations (5)
Change in short- and long-term financial debt 243 371
Equity cash flows (875) (875)
Net cash flow for the period (50) 4
CHANGE IN NET FINANCIAL DEBT

First half
(millions of €) 2015 2016
Free cash flow 587 508
Adjustment to fair value of financial debt (4) (11)
Exchange rate differences on financial debt 8 (20)
Equity cash flows (875) (875)
Change in net financial debt (284) (398)

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

reclassified financial statements with the compulsory formats” below.
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RECONCILIATION OF THE RECLASSIFIED FINANCIAL STATEMENT WITH THE COMPULSORY FORMATS

RECLASSIFIED STATEMENT OF FINANCIAL POSITION

(millions of €)

Reclassified statement of financial position items 31.12.2015
(Where not expressly stated, the component Reference in Partial Amount
is taken directly from the legally required format) Notes to the amount from
consolidated from legally reclassified
financial required format
statements format

Non-current assets

Property, plant and equipment 15,478 15,677
Compulsory inventories 363 363
Intangible assets 5,275 5,265
Equity-accounted investments 1,372 1,337
Financial receivables held for operations (note 5) 78 147
Net payables for investments, consisting of: (445) (325)
- Payables for investment activities (note 13) (468) (341)

- Receivables from investment/divestment activities (note 5) 23 16

Total fixed capital 22,121 22,464
Net working capital

Trade receivables (note 5) 1,677 1,247
Inventories 152 175
Tax receivables, consisting of: 96 72
- Current income tax assets and other current tax assets 62 38

- IRES receivables for the national tax consolidation scheme (note 5) 34 34

Trade payables (note 13) (694) (608)
Tax liabilities, consisting of: (51) (72)
- E:I;rﬁzzsmcome tax liabilities and other current tax (51) (72)

Liabilities for deferred taxes (388) (352)
Provisions for risks and charges (776) (946)
Derivative instruments (;:dtef 4? 7 35
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Financial review

(millions of €)

Reclassified statement of financial position items 31.12.2015
(Where not expressly stated, the component Reference in Partial Amount
is taken directly from the legally required format) Notes to the amount from

consolidated from legally reclassified

financial required format
statements format

Other assets, consisting of: 67 260
- Other receivables (note 5) 90 180
- Other current and non-current assets (note 8) 77 80
Assets and liabilities from regulated activities, consisting of: (56) (88)
- Regulated assets (note 8) 150 114
- Liabilities from regulated activities (note 14) (206) (202)
Other liabilities, consisting of: (747) (613)
- Other payables (note 13) (584) (428)
- Other current and non-current liabilities (note 14) (157) (185)
Total net working capital (607) (890)
Provisions for employee benefits (166) (165)
Assets held for sale and directly related liabilities, 17 18
consisting of:
- Assets held for sale 24 24
- Liabilities directly associated with assets held for sale (7) (6)
NET INVESTED CAPITAL 21,365 21,427
Shareholders’ equity including minority interests 7,586 7,250
Net financial debt
Financial liabilities, consisting of: 13,796 14,198
- Long-term financial liabilities 11,067 10,334
- Current portion of long-term financial liabilities 1,378 2,168
- Short-term financial liabilities 1,351 1,696
z:)nnasrilsc:iar: ;)c:ivables and cash and cash equivalents, (17) 21)
- Cash and cash equivalents (17) (21)
Total net financial debt 13,779 14,177
COVERAGE 21,365 21,427
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Financial review

RECLASSIFIED STATEMENT OF CASH FLOWS

(millions of €) First half 2015 _

Items from the reclassified statement of cash flows Partial amount Amount from  Partialamount Amount from
and reconciliation with the legally required format from legally  reclassified from legally  reclassified

required format format required format format
Net profit 612 526

Adjusted for:

Amortisation, depreciation and other non-monetary components: 351 382
- Amortisation and depreciation 422 447

- Equity method valuation effect (70) (64)

- Change in provisions for employee benefits ) (1)

- Other changes 1

Net capital losses on asset sales and eliminations 10 15
- Interest and income taxes 452 385
- Interest income (7) (3)

- Interest expense 176 159

- Income taxes 283 229

Change in working capital due to operating activities: 30 167
- Inventories 37 8

- Trade receivables 350 432

- Trade payables (205) (86)

- Change in provisions for risks and charges (20) 18

- Other assets and liabilities (132) (205)

Dividends, interest and income taxes collected (paid): (309) (275)
- Dividends collected 99 102

- Interest collected 4 1

- Interest paid (172) (159)

- Income taxes (paid) received (240) (219)

Net cash flow from operating activities 1,146 1,200
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(millions of €)

Items from the reclassified statement of cash flows Partial amount Amount from  Partial amount Amount from

and reconciliation with the legally required format from legally  reclassified from legally  reclassified
required format format required format format

Technical investments: (454) (499)

- Property, plant and equipment (313) (343)

- Intangible assets (141) (156)

Investmgnts in c,:ompanies joining the scope of consolidation (45)

and business units:

Equity investments (14) (26)

Financial receivables held for operations (69)

Divestments: 87 2

- Property, plant and equipment 1

- Equity investments 86 2

Other changes relating to investment activities: (133) (100)

- Change in net payables relating to investment activities (133) (100)

Free cash flow 587 508

Change in financial receivables not held for operations (5)

Change in financial payables: 243 371

- Taking on long-term financial debt 591 370

- Repaying long-term financial debt (502) (338)

- Increase (decrease) in short-term financial debt 154 339

Equity cash flow (875) (875)

- Dividends paid to Snam shareholders (875) (875)

Net cash flow for the period (50) 4
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Other information

Other information

Related-party transactions

Considering the de facto control of CDP S.p.A. over Snam S.p.A., pursuant to the international
accounting standard IFRS 10 - Consolidated Financial Statements, based on the current Group
ownership structure the related parties of Snam are represented by Snam's associates and joint
ventures as well as by the parent company CDP S.p.A. and its subsidiaries and associates, and direct
or indirect subsidiaries, associates and joint ventures of the Ministry of Economy and Finance.
Members of the Board of Directors, Statutory Auditors and Snam Group and CDP 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. The
main operations with these parties involve the exchange of goods and the provision of regulated
services in the gas sector. All the transactions carried out were in the interest of the companies of the
Snam Group.

Pursuant to the provisions of the applicable legislation, the Company has adopted internal
procedures to ensure that transactions carried out by Snam or its subsidiaries with related parties are
transparent and correct in their substance and procedure.

Directors and statutory auditors declare potential interests that they have in relation to 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’s
interests), 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.

No management or coordination activity of CDP S.p.A. has been formalised or exercised.

As at 30 June 2016, Snam manages and coordinates its subsidiaries, pursuant to Article 2497 et seq.
of the Italian Civil Code.

The amounts involved in commercial, miscellaneous and financial relations with related parties,
descriptions of the key transactions and the impact of these on the balance sheet, income statement
and cash flows, are provided in Note 27 “Relationships with related parties” of the Notes to the
condensed consolidated interim financial statements.
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