NOTES TO THE CONDENSED INTERIM
CONSOLIDATED FINANCIAL STATEMENTS

Company information

The Snam Group, comprised of Snam S.p.A. and its
subsidiaries (hereafter referred to as “Snam”, the “Snam
Group” or the “Group”), is an integrated group at the
forefront of the regulated gas sector (transportation,
dispatching, storage and distribution of natural gas and
regasification of liquefied natural gas (LNG)) and a major
player in terms of its regulatory asset base (RAB') in the
sector.

The parent company, Snam S.p.A., is a joint-stock company
incorporated under Italian law and listed on the Milan
Stock Exchange, with registered offices at 7, Piazza Santa
Barbara, San Donato Milanese (Ml).

At the production date of these condensed interim
consolidated financial statements, CDP S.p.A. holds,
through CDP Reti S.p.A.? and CDP GAS S.r.l.3, 28.98% and
1.12% respectively of Snam S.p.A.'s share capital. No
management and coordination activity has been formalised
or exercised.

1. Basis of presentation and valuation

The condensed interim consolidated financial statements
at 30 of June, 2016, were prepared in consideration of
future continuing business and in accordance with the
International Financial Reporting Standards (IFRS) issued by
the International Accounting Standards Board (IASB), and
approved by the European Union (hereafter referred to as
IFRS), as well as the laws and regulations in force in Italy.
The condensed interim consolidated financial statements
at 30 of June, 2016 have been prepared in accordance
with the provisions of IAS 34 “Interim Financial Reporting”.
Pursuant to IAS 34, the condensed interim consolidated
financial statements do not include all the information
required in annual consolidated financial statements and,
as such, they should be read in conjunction with the Snam
Group's consolidated financial statements for the year
ended 31 of December 2015.

The formats of the financial statements are the same as
those used in the annual report. In the condensed interim
consolidated financial statements, the same consolidation
principles and measurement criteria have been used as
those used to prepare the annual report, which should

Notes to the condensed interim consolidated financial statements

The term RAB (Regulatory Asset Base) refers to the value of net invested capital
for regulatory purposes, calculated on the basis of the rules defined by the Italian
Electricity, Gas and Water Authority (AEEGSI) for determining base revenues for
the regulated businesses.

CDP S.p.A. holds 59,10%.

Company wholly owned by CDP S.p.A.
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Notes to the condensed interim consolidated financial statements

be referred to, except for the IFRS which have entered

into force since 1 of January, 2016, described in the

2015 Annual Report, Note 6 “Recently issued accounting
standards”. The amendments made there was no impact in
the condensed interim consolidated financial statements.
The exclusion from the scope of consolidation of some
subsidiaries, which are not significant either individually
or collectively, had no material effect* for the purposes

of correctly representing the financial position, results

of operations and cash flows of the Snam Group. Such
investments are valued at cost.

The notes to the financial statements are in condensed
form. Current income taxes are calculated based on taxable
income at the reporting date. Tax receivables and payables
for current income taxes are recognised based on the
amount which is expected to be paid/recovered to/from
the tax authorities under the prevailing tax regulations or
those essentially approved at the reporting date and the
rates estimated on an annual basis.

Consolidated companies, non-consolidated subsidiaries,
companies under joint control, associates as well as other
significant equity investments, reporting for which is
covered by Article 126 of Consob Resolution 11971 of 14
of May 1999, as amended, are indicated separately in the
appendix “Subsidiaries, associates and equity investments
of Snam S.p.A. at 30 of June, 2016", which is an integral
part of these notes.

The condensed interim consolidated financial statements
at 30 of June, 2016, approved by the Board of Directors of
Snam S.p.A. at its meeting of 26 of July, 2016, were subject
to a limited audit by Ernst & Young S.p.A. A limited audit
is substantially less in scope than an audit performed in
accordance with generally accepted auditing standards.
The condensed interim financial statements adopt the Euro
as the presentation currency. Given their size, amounts

in the financial statements and respective notes are
expressed in millions of Euro.

2. Use of estimates
For a description of the use of accounting estimates, please
see the 2015 Annual Report.

4 Pursuant to IAS 1 - “Presentation of the Financial Statements”, information is
significant if its omission or incorrect presentation may influence the economic
decisions od users based on the figures in the financial statements.
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3. Recently issued accounting standards
Accounting standards and interpretations issued
by the IASB/IFRIC and approved by the European
Commission, but not yet in force

During the course of the first half of 2016, no accounting
standards and interpretations have been approved by the
European Commission.

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

Listed and described below are the amendments,
principles and interpretations newly issued during

the course of the first half of 2016 which, as at the
preparation date of these financial statements, have not
yet been approved by the European Commission but
which cover subjects that are relevant to the Group's
financial statements.

On 13 January 2016, the IASB issued the document
“IFRS 16 — Leases”. In considering that all leases consist
of attributing to an entity the right to use an asset for a
specified period of time in exchange for a consideration,
and the fact that, if the payment of this consideration
takes place throughout the contractual period, the entity
is implicitly obtaining a loan, IFRS 16 eliminates the
distinction between finance leases and operating leases,
and introduces, for lessees, a single accounting model
for recognising leases. When applying the model, the
entity recognises: (i) assets and liabilities for all leases
longer than 12 months, unless the good in question is

of insignificant value, and (ii) separately in the income
statement, the amortisation of the asset recognised

and the interest on the payable entered. The measures
contained in IFRS 16 will take effect from financial years
starting on or after 1 January 2019, notwithstanding any
subsequent deferrals established upon approval by the
European Commission.

On 19 of January, 2016, the IASB issued the document
“Recognition of Deferred Tax Assets for Unrealised Losses
- Amendments to IAS 12", which clarifies that unrealised
losses on debt securities recognised at fair value, and at
cost for tax purposes, give rise to deductible temporary
differences, regardless of the fact that the holder of the
instrument expects to recover the value of the same
through holding it until maturity or alternatively through
the sale of the same instrument. The amendments also
clarify that the estimate of future taxable income, the



valuation of which is required to enrol assets for deferred
taxes: (i) includes income arising from the realisation of
assets for amounts higher than the relative book value in
the presence of evidence that supports this probability;
(ii) excludes the reversal of deductible temporary tax
differences; and (iii) must take into consideration any
limitations imposed by tax legislation regarding the
types of taxable income against which to apply the

tax deductions. These measures will take effect from
financial years starting on or after 1 January 2017,
notwithstanding any subsequent deferrals established
upon approval by the European Commission.

On 29 of January, 2016, the IASB issued the document
“Disclosure initiative - Amendments to IAS 7", which
requires that users of financial statements be supplied
with information that allows them to evaluate changes
in liabilities and assets arising from financing activities
(in fact, in financial liabilities and, for example on
derivative assets of long-term debt coverage), whether
as a consequence of monetary movements or not (for
example, the effect of changes in foreign exchange rates,
changes in fair values or changes arising from obtaining
or losing control of subsidiaries or other businesses).
These measures will take effect from financial years
starting on or after 1 January 2017, notwithstanding any
subsequent deferrals established upon approval by the
European Commission.

On 12 of April, 2016, the IASB issued the document
“Clarifications to IFRS 15 - Revenue from Contracts with
Customers”. The amendments to the standard introduce
clarifications and new examples in order to facilitate the
application of the standard, specifically with reference
to: (i) the identification of a performance obligation in

a contract; (ii) the determination of whether a company
is a principal or an agent; (iii) when to recognize a

gain arising from the grant to a customer of the use

of or access to intellectual property. The amendments
also introduce additional practical expedients that can
reduce the cost of transition to the new standard, and

in particular with reference to: (i) contracts completed
before the beginning of the earliest comparative period
presented, even when applying the “full” retrospective
approach; (ii) the aggregate representation of the
contractual amendments that occurred previously at the
beginning of the earliest comparative period presented
(full retrospective approach) or of the first application
period (modified retrospective approach).
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These measures will take effect from financial years
starting on or after 01 January 2018, notwithstanding any
subsequent deferrals established upon approval by the
European Commission.

On 20 of June, 2016, the IASB issued the document
“Classification and Measurement of Share-based Payment
Transactions - Amendments to IFRS 2", with the aim of
clarifying the classification and accounting treatment of
certain types of transactions with share-based payments
and in particular with reference to: (i) the accounting

of vesting conditions on cash-settled transactions; (ii)
the classification of transactions with a net settlement
feature for withholding tax obligations; (iii) the
accounting of a modification to the terms and conditions
that changes the classification of the transaction from
cash-settled to equity-settled. These measures will

take effect from financial years starting on or after 01
January 2018, notwithstanding any subsequent deferrals
established upon approval by the European Commission.
Snam is analysing the standards in question, where
applicable, to assess whether their adoption will have a
significant impact on the financial statements.

With reference to the accounting standards and to the
interpretations issued before 1 of January, 2016 for
which, at the date of the preparation of these financial
statements, the approval process of the European
Commission had not been finalized, please refer to

the 2015 Annual Report at Note 6 “Recently issued
accounting standards - Accounting standards and
interpretations issued by the IASB/IFRIC and not yet
approved by the European Commission”.

4. Cash and cash equivalents

Cash and cash equivalents, up to €21 million (€17 million
at 31 of December, 2015), are mainly related to and
available for the company Gasrule Insurance DAC for the
exercise of the insurance activities of the group.

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

A comprehensive analysis of the financial status and
major cash commitments during the period can be found
in the cash flow statement.
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5.Trade receivables and other current and non-current receivables
Trade receivables and other current and non-current receivables, up to €1,624 million (€1,902 million at
31 of December, 2015) break down as follows:

31.12.2015

(millions of €) Current  Non-current Total
Trade receivables 1,677 1,677 1,247 1,247
Financial receivables 78 78 147 147
- held for operations 78 78 147 147
Receivables f investment/divestment

ec'el'vfa es from investment/divestmen 23 23 16 16
activities
Other receivables 124 124 214 214

1,824 78 1,902 1,477 147 1,624

These are reported net of the provision for impairment losses of €155 million (€157 million at 31 of
December, 2015).

Changes in the provision for impairment losses on receivables have not undergone significant
variations during the semester.

Trade receivables (€1,247 million; €1,677 million at 31 of December, 2015) relate mainly to the
natural gas transportation (€731 million, of which €245 million relate to gas balancing activities),
distribution (€266 million) and natural gas storage (€227 million, of which past due and not
impaired €106 million mainly regarding VAT invoiced to the users for the use of strategic gas
withdrawn and not reinstated by the same, under the terms established by the storage Code®)
business segments.

Financial receivables held for operating activities (€147 million; €78 million at 31 of December,
2015) relate to the Shareholders’ Loan to the associate Trans Adriatic Pipeline AG (TAP)®. From 31
of December, 2015, the receivables have shown an increase of €69 million in view of the cash call
requests on the same associate company according to the stipulated contractual agreements in the
acquisition of the stake.

Receivables from investment/divestment activities (€16 million; €23 million at 31 of December,
2015) concern receivables for public and private grants for investment activities (€10 million) and
receivables from asset disposals (€6 million).

5 As provided for under the applicable legislation, notices of VAT changes may be issued at the end of bankruptcy proceedings or unsuccessful enforcement proceedings.

6  According to the stipulated contractual agreements, shareholders are responsible for financing the project for gas exports in western Europe, whether through the

Shareholders’ Loan or through subscriptions for capital increases, according to the level of their respective shareholdings, until the pipeline enters into service, and if

its capacity is expanded.
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Other receivables (€214 million; €124 million at 31 of December, 2015) break down as follows:

(millions of €) 31.12.2015
IRES receivables for the national tax consolidation scheme 34
Other receivables: 90
- Energy and Environmental Services Fund (CSEA) 48
- Advances to suppliers 9
- Other 33

124

The item "Other” refers mainly to receivables from government authorities in the natural gas distribution

segment (€19 million) and receivables from Toscana Energia S.p.A. , in respect of the dividends for the

year 2015 not yet collected as of June 30, 2016 (€13 million).

The fair value measurement of trade and other receivables has no material impact considering the short

period of time from when the receivable arises and its due date and the remuneration conditions.

All receivables are in Euro.

Receivables from related parties are described in Note 27 “Related-party transactions”.

6. Inventories

Inventories, with an amount equal to €175 million (€152 million at 31 of December, 2015) are analysed

in the table below:

Gross Impairment Net value Gross Impairment  Net value
(millions of €) amount losses amount losses
Inventories
- Raw materials, consumables and supplies 141 (7) 134 165 (7) 158
- Finished products and merchandise 50 (32) 18 50 (33) 17
191 (39) 152 215 (40) 175

The inventories are reported in full on the provision for impairment losses of €40 million (€39 million at

31 of December, 2015). The provision essentially relates to the write down that took place in 2014 (€30

million), of 0.4 billion cubic meters of natural gas used in the gas storage business wrongly taken by some

of the service users during 2010 and 2011".

7 With regard to the evolution of on-going judicial procedures, at the date of the present financial statements, there are no significant updates

with respect to the situation outlined in the Annual Report 2015 Note 24 "Guarantees, commitments and risks - Disputes and other measures

-Recovering receivables from users of the storage system”.
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7. Current income tax assets/liabilities and other current tax assets/liabilities
Current income tax assets/liabilities and other current tax assets/liabilities break down as follows:

(millions of €) 31.12.2015
Current income tax assets 54
- IRES 32
- IRAP 8
- Tax credits on withholding tax on foreign dividends 12

- Other assets

Other current tax assets 8
- VAT
- Other taxes
62
Current income tax liabilities (1)
- IRES
- IRAP ()
Other current tax liabilities (50)
VAT (35)
- IRPEF withholdings for employees (13)
- Other taxes (2)
(51)

Taxes pertaining to the period under review are shown in Note 24 - “Income taxes”, to which reference is

made.
8. Other current and non-current assets

Other current assets, with an amount of €70 million (€98 million at 31 of December, 2015) and other
non-current assets of €159 million (€137 million at 31 of December, 2015) break down as follows:

Current Non-current Total Current Non-current Total

Other regulated assets 78 72 150 43 71 114
Market value of derivative financial instruments 3 5 8 5 30 35
Other assets: 17 60 77 22 58 80
- Prepayments 11 21 32 16 19 35
- Security deposits 14 14 13 13
- Other 6 25 31 6 26 32
98 137 235 70 159 229
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Other regulated assets (€114 million; €150 million at 31 December, 2015) relate to the natural
gas transportation service and refer mainly to the shortfall in amounts invoiced compared with

the restriction imposed by the regulator (€112 million of which €42 million relates to the current

portion and €70 million relates to the non-current portion).

The market value of derivatives outstanding at 30 June, 2016 is as follows:

(millions of €) 31.12.2015
Current Non-current Total Current Non-current Total

Other assets 3 5 8 5 30 35
Fair value hedging derivatives:
- Fair value interest rate hedging derivatives 1 5 6 4 20 24
- Accrued income on derivatives 2 2 1 1
Cash flow hedging derivatives:

Zaelrri\:/:tls/z:xchange rate hedging 10 10
Other liabilities (1) (1)
Cash flow hedging derivatives:
- Fair value exchange rate hedging (1) )

derivatives

Other hedging derivatives:

- Fair value exchange rate hedging
derivatives

The assets arising from the market-value measurement of fair value hedging derivatives (€25

million) refer to an interest rate swap (IRS) entered into in 2014. The IRS is used to hedge against

fluctuations in the fair value of a fixed-rate liability arising from a €500 million long-term bond

issue. The eight-year bond has a maturity of 21 April 2023 and a fixed annual coupon of 1.5%. The

IRS has converted the fixed-rate liability into an equivalent floating-rate liability benchmarked to the
12-month Euribor + 0.5645%.
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The main characteristics of the derivative in question are summarised in the table below:

(millions of €)

Type of Contract Maturity Residual Interest Interest  Nominal Market
derivative start date date term rate  rate sold value at value at
(years) purchased 31.12.2015 31.12.2015
Interest Euribor
Rate 22.10.2014  21.04.2023 6.8 12-month 1.5% 500 500 8 25
Swap + 0.5645%

The assets arising from the market-value measurement of cash flow hedging derivatives (€10

million) refer to a cross-currency swap (CCS) entered into in 2013. The CCS is used to hedge against

fluctuations in the exchange rate of a ¥10 billion long-term bond issue (JPY). The six-year bond has a

maturity of 25 October 2019 and a half-yearly coupon with an annual fixed rate of 1.115%. The CCS

has converted the fixed-rate, foreign-currency liability into an equivalent liability in Euro with a fixed

annual rate of 2.717%.

The main characteristics of the derivative in question are summarised in the table below:

(millions of €)

Type of Contract Maturity Residual  JPY/EUR  JPY/EUR  Nominal Market
derivative start date date term exchange exchange Value at value at
(years) rate rate (*) 31.12.2015
purchased sold 31.12.2015
Cross
Currency 25.10.2013  25.10.2019 33 133.98 138.2 75 75 (1) 10
Swap

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

The liabilities arising from the market-value measurement of other derivatives, of an amount less

than €1million, refer to a forward currency contract entered into on 24 of June 2016. The derivative

in question is used to hedge against fluctuations in the exchange rate of the debt of Snam towards

the associate company TAP in the amount of 28.6 million Swiss Francs (CHF) as a future capital

increase. Snam made the payment on 13 of July 2016. With the valuation criteria adopted for

the two financial instruments, the foreign liability is converted into an equivalent liability in Euro,

and the variation in value of the cover element and of the covering instrument are reported in a

symmetrical and contrary manner in the income statement.
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The main characteristics of the derivative in question are summarised in the table below:

(millions of €)

Type of Contract Maturity Residual CHF/EUR
derivative start date date term Exchange rate
(years) purchased
Forei h
orelgn exchange 24.06.2016 13.07.2016 0.04 10778 26

forward

8

The fair value of hedging derivatives and their classification as a current or non-current asset/
liability have been determined using generally accepted financial measurement models and market

parameters at the end of the semester.

The item “Other assets” (€80 million; €77 million at 31 of December, 2015) essentially comprises:

m prepayments (€35 million, of which €16 million for current portion and €19 million for non-
current portion), relating mainly to upfront fees and the substitute tax on revolving credit lines®
(€25 million);

m security deposits (€13 million), mainly relating to the natural gas transportation segment;

m assets in the transportation segment (€22 million), mainly recognised for lower quantities of fuel
gas allocated by users in previous years pursuant to Resolution ARG/gas 184/09, compared to
the quantities actually used in those years, adjusted in future years by increasing the quantity to
be allocated by the users. The current and non-current portions amount to €1 million and €21

million respectively.

Upfront fees and the substitute tax are to be regarded as “transaction costs” pursuant to IAS 39 — “Financial Instruments: Recognition and
Measurement”; the related charges are spread over the expected life of the financial instrument.
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9. Property, plant and equipment
Property, plant and equipment, with amounts up to €15,677 million (€15,478 million at 31 of
December, 2015) breaks down as follows:

(millions of €)

Cost at 31.12.2015

Investments

Disposals

Other changes

Cost at 30.06.2016

Provisions for amortisation and depreciation at 31.12.2015

Amortisation

Disposals

Other changes

Provisions for amortisation and depreciation at 30.06.2016

Provision for impairment losses at 31.12.2015

Provision for impairment losses at 30.06.2016

Net balance at 31.12.2015

Net balance at 30.06.2016

9
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Investments® (€358 million) refer mainly to the transportation (€319 million), distribution (€152
million) and storage (€51 million) segments.

Disposals (€6 million) mainly relate to assets of the transport sector.

Other changes (€139 million) relate to: (i) the change in estimated costs (updated) of restoration and
dismantling of sites (+€153 million) related to the transport and storage of natural gas sectors, subject
to registration as a counterpart to a specific fund; (ii) grants for the period (-€9 million); (iii) the change
in inventories of pipes and related accessory materials used in the construction of facilities, related to
the natural gas transportation sector (-€7 million).

In the course of the semester no impairment indicators were revealed, nor significant changes

with regard to the assessment of the recoverability of the carrying amount for property, plant and
equipment. The considerations are thus hereby confirmed as set out in the Annual Report, to which
reference is made.

Contractual commitments referring to the purchase of property, plant and equipment, and to provide
services related to the realization thereof, are reported in Note 18 "Guarantees, commitments and
risks”.

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



10. Intangible assets

Notes to the condensed interim consolidated financial statements

Intangible assets up to an amount of €5,265 million (€5,275 million at 31 December 2015) break down

as follows:

Finite Indefinite
(millions of €) useful life useful life
Cost at 31.12.2015 9,017 9
Investments 168
Disposals (20)
Cost at 30.06.2016 9,165 9
Provisions for amortisation and depreciation at 31.12.2015 (3,750)
Amortisation (155)
Disposals 11
Other changes (14)
Provisions for amortisation and depreciation at 30.06.2016 (3,908)
Provision for impairment losses at 31.12.2015 (1)
Provision for impairment losses at 30.06.2016 (1)
Net balance at 31.12.2015 5,266 9
Net balance at 30.06.2016 5,256 9

Intangible assets with a finite useful life (€5,256 million) mainly concern: (i) assets recognised in

relation to concession agreements pursuant to IFRIC 12, relating to the natural gas distribution business

segment (€4,465 million); and (i) concessions for natural gas storage (€657 million).

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

the acquisition by Italgas of 100% of the shares of Siciliana Gas (€9 million, unchanged from 31

December 2015).

Investments' (€168 million) mainly relates to the construction and upgrading of natural gas

distribution infrastructures (€137 million).

Disposals (€9 million) mainly concern to stretches of the network and measuring systems of the

distribution sector.

Other changes (-€14 million) essentially consist of grants during the period (€12 million).

During the semester, there were not detected any impairment indicators, nor significant changes in

relation to the assessment regarding the recoverability of the budgeted value for Goodwill and other

intangible assets. The considerations are thus hereby confirmed as set out in the Annual Report, to

which reference is made.

10 Investments by business segment are shown in the “Business segment operating performance” section of the Interim Directors’ Report.
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11. Investments valued using the equity method
Investments valued using the equity method, with an amount up to €1,337 million (€1,372 million at
31 December 2015) break down as follows:

(millions of €)

Value at 31.12.2015

Capital gains (losses) from measurement using the equity method

Decrease owing to dividends

Exchange rate conversion differences

Sales and repayments

Other changes

Value at 30.06.2016

Snam - 2016 Half-Year Report

Capital gains (losses) on measurement using the equity method (€64 million) related to TAG (€37
million), TIGF (€16 million), Toscana Energia S.p.A. (€9 million) and GasBridge 1 B.V. and GasBridge
2 B.V. (a total of €4 million) as well as the portion of the loss attributable to the period of the Trans
Adriatic Pipeline AG - TAP (-€2 million euros), a company that deals with the development of the
project which will allow the transportation of gas from Azerbaijan to European markets.

The decrease in dividends (€115 million) mainly concerns TAG (€75 million), TIGF (€11 million),
Toscana Energia S.p.A. (€13 million) and GasBridge 1 B.V. and GasBridge 2 B.V. (€16 million in total).
The exchange differences (€12 million) mainly refers to the effects of the valuation of the
shareholding in Interconnector (UK) Ltd held by Snam S.p.A. by means of joint ventures Gasbridge 1
B.V. Gasbridge and 2 B.V. The amount reflects the effects of the conversion of the company’s assets
to the spot rate EUR/GBP of 30 June 2016.

Sales and repayments (€2 million) related to the reduction of the carrying cost of the investments
in GasBridge 1 B.V. and GasBridge 2 B.V., pursuant to the distribution of the share premium reserve,
generated during the formation of companies.

Other changes (€30 million) mainly related to the future increase in TAP's capital, within which
Snam is required to participate in proportion to its shareholding held by virtue of the agreements
signed on the acquisition of the investment. A capital increase of €26 million (28.6 CHF) has been
subscribed and paid by Snam on 13 July 2016.

Except when noted below, during the semester no impairment indicators were detected, or
significant changes in relation to the assessment of the recoverability of the carrying value of
investments accounted for using the equity method. The considerations set out in the Annual
Report, to which reference is made here, are hereby confirmed. With specific regard to exposure to
impairment risks on investee companies arising from the declaration of UK citizens that they wish
to leave the European Union (Brexit), which for Snam relevant to the assessment of Interconnector
(UK) Ltd, a company owned by Snam S.p.A. by means of a joint holding company Gasbridge 1

B.V. Gasbridge and 2 B.V., it is stated that: (i) presently it is not possible to reach an estimate of
the Brexit effects on the recoverable amount of the investment, also considering the fact that the
conditions with which UK citizens would leave the European Union subject to specific negotiations,
the definition of which is expected within two years. Therefore, for the purposes of the existence of
“impairment indicators” provided for under the provisions of IAS 36, it is not possible to determine
whether there is an indication that the asset may have suffered an impairment loss; (ii) due to the
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valuation on the basis of the equity method of subsidiaries Gasbridge 1 B.V. and Gasbridge 2 B.V held
by Snam, net assets of Snam at 30 June 2016, reflect the loss resulting from the adjustment of net
assets in Sterling of Interconnector (UK) Ltd at the Euro exchange rate at the end of that time period.
This result, recorded in "Other components of comprehensive income” comprises a total amount of
€12 million.

Consolidated companies, non-consolidated subsidiaries, joint ventures, associates and other
significant equity investments are indicated separately in the appendix “Subsidiaries, associates and
equity investments of Snam S.p.A. at 30 of June, 2016", which is an integral part of these Notes.

12. Short-term financial liabilities, long-term financial liabilities and short-term
portions of long-term financial liabilities

Short-term financial liabilities, with an amount up to €1,696 million (€1,351 million at 31
December 2015), and long-term financial liabilities, including short-term portions of long-term
liabilities with an amount up to €12,502 million (€12,445 million at 31 December 2015), break

down as follows:

31.12.2015

Long-term financial liabilities

(7] c c
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(millions of €) liabilities @ SeE 8SES 2 liabilities % SE SES 2
Bonds 1,356 4,935 3,520 8,455 2,146 4,448 3,045 7,493
Bank loans 1,323 22 1,178 1,427 2,605 1,673 22 1,413 1,427 2,840
Other lenders 28 7 7 23 1 1
1,351 1,378 6,120 4947 11,067 1,696 2,168 5,862 4,472 10,334
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Short-term financial liabilities

Short-term financial liabilities, with an amount up to €1,696 million (€1,351 million at 31 December
2015), mainly relating to uncommitted variable-rate lines of credit (€1,673 million). The increase
compared to 31 December 2015 (€345 million) is mainly due to net releases of uncommitted bank
credit lines (€350 million).

There are no short-term financial liabilities denominated in currencies other than the Euro™.

The market value of short-term financial liabilities is the same as their book value.

With reference to the agreements undertaken because of the operation of separation of Italgas from Snam see the explanation given in the
following paragraph “Financial covenants and negative pledge commitments”.

Snam - 2016 Half-Year Report

93



94 Notes to the condensed interim consolidated financial statements

Long-term financial liabilities and short-term portions of long-term financial liabilities

Long-term financial liabilities, including short-term portions of long-term liabilities, with an amount up
to €12,502 million (€12,445 million at 31 December 2015), of which €2,168 million are related to the
short-term portions and €10,334 million are related to long-term portions.

The increase compared to 31 December 2015 (€57 million) is mainly due to net releases of committed
bank credit lines (€245 million) forming a part, in particular, of the syndicated loan, partially offset by
the reduction in bond loans (€172 million) largely as a result of the redemption of a bond maturing in
January 2016 with a nominal value of €150 million.

The breakdown of bond loans (€9,639 million), indicating the issuing company, the year of issue, the

currency, the average interest rate and the maturity, is provided in the following table.

(millions of €)

Issuing company Issued Currency Nominal Adjustments Balance at Rate (%) Maturity
(year) amount (a) 30.06.2016 (year)

Euro Medium Term Notes

SNAM Sp.A. (b) 2012 € 1,200 10 1,210 3.875 2018

SNAM Sp.A. () 2012 € 1,250 17 1,267 35 2020

SNAM S.p.A. (b) 2012 € 850 17 867 5 2019

SNAM S.p.A. (b) 2012 € 700 30 730 4.375 2016

SNAM S.p.A. 2012 € 1,000 35 1,035 5.25 2022

SNAM S.p.A. (b) (d) 2013 € 1000 1,000 2375 2017

SNAM Sp.A. 2013 € 500 5 505 3.375 2021

SNAM Sp.A. 2013 € 300 300 Eur 3m + 0.85 2016

SNAM Sp.A. 2013 € 70 1 71 2.625 2018

SNAM S.p.A. (e) 2013 ¥ 88 88 1.115 2019

SNAM Sp.A. 2014 € 600 3 603 3.25 2024

SNAM Sp.A. 2014 € 500 (1) 499 15 2019

SNAM S.p.A. (f) 2014 € 500 21 521 Eur 12m + 0.5645 2023

SNAM S.p.A. 2015 € 250 3 253 15 2023

SNAM Sp.A. (b) 2015 € 750 (60) 690 1.375 2023

9,558 81 9,639

(@) Includes issue premium/discount, accrued interest and adjustment to the fair value of the bond loan, converted to variable rate through an IRS hedging derivative.

(b) Bond loans subject to the liability management operation.

(c) Bond tapped for an incremental amount of €500 million, with the same interest rate and maturity as the original placement.

(d) Bond tapped for an incremental amount of €250 million, with the same interest rate and maturity as the original placement.

(e)

Bond with a nominal value of ¥10 billion, converted into euros through a cross-currency swap (CCS). The indicated nominal value is obtained by converting into euros at the
year-end spot exchange rate.
(f) Fixed-rate bond, converted into variable-rate through an IRS hedging derivative.

Payables for bank loans (€2,862 million) relate to term loans, of which €1,617 million concern
European Investment Bank (EIB) funding.

There are no other long-term bank loans denominated in currencies other than the Euro.

The weighted average interest rate on bank loans used (excluding loan contracts with the EIB) was
0.38% (0.40% for the first half of 2015).

There were no breaches of loan agreements as at the reporting date.

Snam has unused committed and uncommitted credit lines of €3.7 billion and €0.5 billion,

respectively.
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Financial covenants and negative pledge commitments

At 30 June 2016, Snam had medium- and long-term loans from a pool of national and
international banks. Some bilateral loan agreements were also entered into with these banks.

The main medium-/long-term loans are subject, inter alia, to the usual covenants imposed in
international market practice, e.g. negative pledge, pari passu and change of control clauses.

In particular, the syndicated loans and bilateral loans are subject, inter alia, to a negative pledge
covenant pursuant to which Snam and the Group subsidiaries are subject to limitations in terms
of pledging real property rights or other restrictions on all or part of the respective assets, shares
or merchandise, and/or documents representing merchandise; this covenant is subject to set
expiry dates and to exceptions on restrictions for which the creation and/or existence is explicitly
permitted.

At 30 June 2016, Snam also had medium/long-term loans taken out with the European Investment
Bank (EIB), the contractual clauses of which are broadly in line with those described above.
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)
by at least two of the three ratings agencies.

At 30 June 2016, the financial liabilities subject to these restrictive clauses amounted to
approximately €2.9 billion.

Failure to comply with the covenants established for these loans - in some cases only when this
non-compliance is not remedied within a set time period - and the occurrence of other events,
such as cross-default events, some of which are subject to specific threshold values, may result in
Snam'’s failure to comply and could trigger the early repayment of the relative loan.

Bonds, with a nominal value of €9.6 billion, refer to securities issued under the Euro Medium Term
Notes programme. The covenants set for the programme’s securities reflect international market
practices and relate, inter alia, to negative pledge and pari passu clauses. Specifically, under the
negative pledge clause, Snam and its significant subsidiaries are subject to limitations in relation
to the creation or maintenance of restrictions on all or part of their own assets or inflows to
guarantee present or future debt, unless this is explicitly permitted.

Failure to comply with these covenants - in some cases only when this non-compliance is not
remedied within a set time period - and the occurrence of other events, such as cross-default
events, some of which are subject to specific threshold values, may result in Snam'’s failure to
comply and could trigger the early repayment of the relative loan.

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; (i) 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; (i) 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 Italgas
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).
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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.

Breakdown of net financial debt
The breakdown of net financial debt, showing related-party transactions, is provided in the

following table:

31.12.2015

Current Non-
(millions of €) current
A. Cash and cash equivalents 17
B. Securities available for sale and held to maturity
C.Cash (A+B) 17 17 21 21
D. Financial receivables not held for operating activities
E. Short-term financial liabilities to banks 1323 1,323 1,673 1,673
F. Long-term financial liabilities to banks 22 2,605 2,627 22 2,840 2,862
G. Bonds 1,356 8,455 9,811 2,146 7,493 9,639
H. Short-term financial liabilities to related parties 19 19 8 8
. Long-term financial liabilities to related parties
L. Other short-term financial liabilities 9 9 15 15
M. Other long-term financial liabilities 7 7 1 1
N. Gross financial debt (E+F+G+H+I+L+M) 2,729 11,067 13,796 3,864 10,334 14,198
O. Net financial debt (N-C-D) 2,712 11,067 13,779 3,843 10,334 14,177
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13.Trade and other payables
Trade payables and other payables, with an amount up to €1,377 million (€1,746 million at
31 December 2015) break down as follows:

(millions of €) 31.12.2015
Trade payables 694
Payables for investment activities 468
Other payables 584

1,746

Trade receivables (€608 million; €694 million at 31 December 2015) mainly relating to the natural gas
transportation (€390 million, including €291 million relating to gas balancing activities), natural gas
distribution (€121 million), and storage (€48 million) business segments.

Payables for investment activities (€341 million, including €4 million expiring after the incurring
period; €468 million at 31 December 2015) mainly referring to the natural gas transportation (€196
million), distribution (€68 million) and storage (€48 million) business segments.

Other payables (€428 million; €584 million at 31 December 2015) break down as follows:

(millions of €) 31.12.2015
Other payables 584
- Payables to the Electricity Equalisation Fund (CSEA) 418
- Payables to employees 54
- Payables to the government 42
- Payables to pension and social security institutions 32
- Payments on account and advances 3
- Other 35

584

Payables to the CSEA (€283 million) mainly relating to accessory tariff components related to the natural
gas transportation (€258 million) and distribution (€21 million) business segments.

Payables to the government (€26 million) primarily involving payables to municipalities for concession
fees for the distribution business.

The item “Other” refers mainly to payables for fees on municipal concessions in the natural gas
distribution segment (€23 million).

Note 27 “Related-party transactions” contains information about payables due to related parties.

The book value of trade and other payables is close to the relative fair value measurement, given the short
period of time between when the payable arises and its due date.
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14. Other current and non-current liabilities

Other current liabilities, with an amount up to €52 million (€71 million at 31 December 2015), and
other non-current liabilities, with an amount up to €335 million (€293 million at 31 December 2015),
break down as follows:

31.12.2015

Current Non-

(millions of €) current
Other liabilities from regulated activities 57 149 206 38 164 202

Market value of derivative financial instruments 1 1

Other liabilities 14 143 157 14 171 185
- Prepaid revenue and income 5 18 23 5 17 22
- Prepaid contributions for connecting to the transportation network 4 4 5 5
- Other 9 121 130 9 149 158
71 293 364 52 335 387

Liabilities from regulated activities (€202 million; €206 million at 31 December 2015), related to:

m the transportation segment (€163 million) due to the natural gas transportation revenue
invoiced in excess of the restriction established by the regulator and penalties charged to users
who exceeded the committed capacity; this amount is to be returned through tariff adjustments
pursuant to Resolution 166/05 of the Authority. The current and non-current portions with amounts
of €38 million and €125 million respectively.

m the storage segment (€39 million) due to payments for balancing and stock replenishment, to be
returned to service users pursuant to Resolution 50/06 of the Authority. The amount corresponds
entirely to the non-current portion, unchanged from 31 December 2015.

The market value of derivative financial instruments as of 30 June 2016, is analysed in Note 8 "Other
current and non-current assets” to which reference is made.

The item "Other liabilities” (€185 million; €157 million at 31 December 2015) essentially comprises:

m liabilities for prepaid revenue and income (€22 million) relating mainly to the current and
non-current portion of the prepaid fee for the concession to use fibre-optic cables given to a
telecommunications operator (€2 million and €11 million, respectively).

m other liabilities mainly relating to: (i) guarantee deposits paid as collateral by users of the balancing
service, pursuant to Resolution ARG/gas 45/11 (€60 million), and (ii) the higher quantities of fuel
gas allocated by users in previous years pursuant to Resolution ARG/gas 184/09 compared to the
quantities actually used in those years, equalised by reducing the quantities allocated by users. The
current and non-current portions with amounts of €9 million and €82 million respectively.
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15. Provisions for risks and charges

The Provisions for risks and charges, with an amount up to €946 million (€776 million at 31 December

2015) are analysed in the table below:

30.06.2016
Uses
[V]
£
S g 8
2 0 S 3 2
00 S 9 .£ n 8 =
c .9 wn o o £ s
£ 2 g§8E : 27 3
g 3 5 8% against for 8o s
(millions of €) o & £8% charges excess O£ i
Provision for site dismantling and restoration 515 5 3) 153
Provision for environmental risks and charges 131 (2) 6
Provision for litigation 34 8 (1 ()
Provision for claims outstanding
Provision for taxes
Provisions for losses of affiliated entities
Other provisions for risks and charges 96 5 (4) (1)
776 19 5 (10) (3) 159

The increase of provisions for risks and charges (€170 million) is mainly due largely to the provision
for site dismantling and restoration in the storage segment (€101 million) and transportation
segment (€52 million) resulting from the reduction in projected discount rates.

16. Deferred tax liabilities

Deferred tax liabilities, with an amount of €352 million (€388 million at 31 December 2015) are stated in
full on the offsettable prepaid tax assets of €572 million (€515 million at 31 December 2015).

There are no prepaid tax assets which cannot be offset.

(millions of €) 31.12.2015 Provisions Utilisations Other changes

Deferred tax liabilities 903 (28) 49

Prepaid tax assets (515) (26) 18 (49)
388 (26) (10)
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17. Equity

Shareholders’ equity, with an amount up to €7,250 million (€7,586 million at 31 December 2015)

breaks down as follows:

Snam - 2016 Half-Year Report

(millions of €) 31.12.2015
Snam shareholders' equity 7,585
Share capital 3,697
Legal reserve 739
Share premium reserve 1,603
Consolidation reserve (1,701)
Cash flow hedge reserve 3)
Other reserves 46
Retained earnings 1,987
Reserve for remeasurement of defined-benefit plans (16)
Net profit 1,238
Less:
- Negative reserve for treasury shares held by the Company (5)
Shareholders' equity attributable to third parties 1
Napoletana Gas 1
7,586

Below is a breakdown of the principal components of Snam’s equity at 30 June 2016.

Share capital
The share capital at 30 June 2016 consisted of 3,500,638,294 shares without nominal value

(unchanged from 31 December 2015), with a total value of €3,696,851,994 (unchanged from 31
December 2015).

Legal reserve
The legal reserve at 30 June 2016 stood at €739 million, unchanged from 31 December 2015.

Share premium reserve
The share premium reserve at 30 June 2016 totalled €1,556 million (€1,603 million at 31 December
2015). The decrease of €47 million mainly reflects the use of part of the reserve to pay out the 2015

dividend to shareholders.

Consolidation reserve
The negative consolidation reserve of €1,680 million (€1,701 million at 31 December 2015)

includes the value derived from the difference between the acquisition cost of the Italgas and

Stogit equity investments (€4,607 million, including the additional transaction expenses and

price adjustment following the agreements reached at transaction closing) and the relative equity
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attributable to the Group on the transaction completion date (€2,004 million and €923 million,
respectively, for Italgas and Stogit). The €21 million reduction is related 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 shareholding in Stogit. The adjustment follows the definitive
approval by the Electricity, Gas and Water Authority (the Authority) of the storage tariffs for 2015,
the reference tariff year for the purposes of adjusting the contractual price.

Cash flow hedge reserve
The cash flow hedge reserve of -€2 million (compared to -€3 million at 31 December 2015)

includes the fair-value measurement of cash flow hedging derivatives relating to a cross currency
swap described in Note 8 “Other current and non-current assets”. The changes in the reserve during

the course of the year are shown below:

(millions of €) Gross reserve Tax effect Net reserve
Reserve at 31.12.2015 (4) 1 (3)
Changes in the first half of 2016 1 1
Reserve at 30.06.2016 (3) 1 (2)

Other reserves
The other reserves of €32 million (€46 million at 31 December 2015) mainly refer to the effects
resulting from the valuation of investments using the equity method.

Retained earnings
Retained earnings with a total amount of €2,402 million (€1,987 million at 31 December 2015). The
increase of €415 million is mainly due to the allocation of 2015 profit (€413 million).

Reserve for remeasurement of defined-benefit plans for employees

The reserve for remeasurement of employee benefit plans at 30 June 2016 (-€16 million; unchanged
at 31 December 2015) included the actuarial losses, net of the relative tax effect, recognised under

other components of comprehensive income pursuant to IAS 19.

Dividends

On 27 April 2016, the Ordinary Shareholders’ Meeting of Snam S.p.A. deliberated to distribute an
ordinary dividend for 2015 of €0.25 per share; the dividend (€875 million) was paid out as of 23
May 2016, with a fiscal certificate of 23 May 2016 and a record date of 24 May 2016.
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18. Guarantees, commitments and risks
Guarantees, commitments and risks, with an amount up to €3,778 million (€4,334 million at 31
December 2015), break down as follows:

(millions of €) 31.12.2015
Guarantees given in the interest of: 124
- subsidiaries 124
Financial commitments and risks: 4,210
Commitments 1,907
Commitments for the purchase of goods and services 1,898
Other 9
Risks 2,303
- third-party assets on deposit 2,210
- compensation and litigation 93

4,334

(*) At 30 June 2016, hold-harmless letters issued to Eni in favour of Snam amounted to €2 million.

Guarantees

Other personal guarantees issued in the interest of subsidiaries (€123 million) refer mainly to hold-
harmless letters issued in favour of third parties for participation in tenders and concessions relating
to the natural gas distribution service (€68 million) and performance bonds (€54 million).

Commitments

At 30 June 2016, commitments with suppliers to purchase property, plant and equipment and
provide services relating to investments in property, plant and equipment and intangible assets under
construction totalled €2,374 million (€1,898 million at 31 December 2015).

Other commitments referring to minimum future payments related to non-cancellable operating
lease transactions (€6 million, including €5 million expiring in the following year and €1 million
from one to five years).

Also note that, in relation to TAP, the contractual agreements stipulate that shareholders are
responsible for financing the project for gas exports in western Europe, whether according to the
level of their respective shareholdings, whether through the Shareholders’ Loan or through the
subscription of capital increases, until the pipeline enters into service, and if its capacity is expanded.

Risks

Risks related to third-party assets on deposit, with an amount up to €1,182 million (€2,210 million
at 31 December 2015) related to approximately 6.5 billion cubic metres of natural gas deposited in
the storage plants by customers of the service. This amount was determined by valuing the deposited
gas quantities at the average stock cost of approximately €0.18 per standard cubic metre (€0.26 at
31 December 2015).
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Risks related to compensation and litigation, in the amount of €93 million (unchanged from
31 December 2015), related to possible (but not probable) claims for compensation arising from

ongoing litigation, with a low probability of pertinent economic risk.

FINANCIAL RISK MANAGEMENT

The management and monitoring policies for key risk factors are described in the “Risk factors and
uncertainty” section of the interim directors’ report.

Market value of financial instruments

Below is the classification of financial assets and liabilities measured at fair value in the statement
of financial position in accordance with the fair value hierarchy defined on the basis of the
significance of the inputs used in the measurement process. More specifically, in accordance with the
characteristics of the inputs used for measurement, the fair value hierarchy comprises the following
levels:

level 1: prices quoted (and not amended) on active markets for the same financial assets or liabilities;
level 2: measurements made on the basis of inputs differing from the quoted prices referred to in the
previous point, which, for the assets/liabilities submitted for measurement, are directly (prices) or
indirectly (price derivatives) observable;

level 3: inputs not based on observable market data.

Regarding the above described facts, the classification of the financial assets and liabilities measured
at fair value in the statement of financial position according to the fair value hierarchy concerned
derivative financial instruments at 30 June 2015 classified at level 2 and entered under Note 8

“Other current and non-current assets” (€35 million).

Disputes and other measures

Snam is involved in civil, administrative and criminal cases and legal actions related to its normal
business activities. According to the information currently available and considering the existing
risks, Snam believes that these proceedings and actions will not have material adverse effects on its
consolidated financial statements. The following is a summary of the most important proceedings
for which significant changes to the situation reported in the 2015 Annual Report have occurred,

including new proceedings and closed proceedings.

Criminal cases

Snam Rete Gas S.p.A. - Criminal case Badia Tebalda (AR)

The public prosecutor at the Court of Arezzo opened a criminal case against Snam Rete Gas for
an alleged violation of the environmental landscape bound, in relation to the network reopening
works on the pipeline of the Municipality of Badia Tedalda (AR), carried out without the necessary
authorisations. The Company assures that it will collaborate with the Authorities.
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Authorities for Electricity, Gas and Water (AEEGSI)

Snam Rete Gas S.p.A. — Resolution 9/2014/S/gas — Launch of sanctionary proceedings
against Snam Rete Gas S.p.A. for non-compliance with Resolution 292/2013/R/gas

By means of Resolution 9/2014/S/gas, published on 27 of January, 2014, the Authority provided
for the launch of punitive proceedings against Snam Rete Gas S.p.A. for non-compliance with

Resolution 292/2013/R/gas. The proceedings aim to ascertain whether there are any delays on the
provisions related to the enactment of amendments to the Network Code established by Resolution
292/2013/R/gas, regarding the settlement or determination of the relative physical and financial
items of the balancing of the gas system. On 11 July 2016, the Authority issued its Statement of
Objection (C.R.l.). The Company requested the setting of deadlines for preparing the defence brief
and for the next hearing.

Stoccaggi gas Italia S.p.A. - Gas Tera Group and Gas Tera PMI Group/AEEGSI/Stogit S.p.A.
By application notified on 15 June 2016 the Gas Tera and Gas Tera PMI Groups have appealed against
Resolution no. 180/2016/R/gas, published on 15 April 2016, concerning “Determinations following the
ruling of the Lombardy TAR no. 1124/2015", with which the Authority requested Stogit, following the
filing of the aforementioned hearing (against which are pending three separate appeals to the State
Council, in which Stogit is duly constituted), to communicate to the subject investors pursuant to
Legislative Decree. no. 130/2010 the recognised amounts (difference between Cfix and Cfixmkt) by the
Authority to the subjects to which such investors have assigned storage capacity for A.T. 2013/2014, as
established by Resolution 144/2014/R/gas. The amounts were paid by the then Electricity Equalisation
Fund (CCSE) to Stogit in December 2014 and repaid these promptly to the persons entitled under

the before mentioned Resolution. According to the applicants, Stogit would have paid to an apparent
creditor, given the pendent judgement against the above mentioned Resolution no. 144/2014/R/gas,
which ended with the ruling no. 1124/2015 which established that it was the transferor and not the
transferee of the capacity which has title to collect these amounts. The applicants requested as an
interlocutory measure a declaration of invalidity or, as an alternative, the annulment of the contested
Resolution, requesting to know if it is their responsibility to recover the undue credit against third
parties to which the amount owed to the applicants was wrongly paid. At the hearing chamber on 8
July 2016, the applicant Groups withdrew their interlocutory application; the hearing on the merits will
be heard at the end of January, 2017.

Tax cases

Italgas S.p.A. - Direct and indirect taxes

The 2009 general tax audit performed by officials of the Revenue Agency (Piedmont branch, Audit
and Collection Sector, Large Taxpayer Office), which ended on 7 of December, 2012, with the release
of the official audit report, resulted in around €1 million of additional IRES, IRAP and VAT, plus
penalties and interest.

In December 2014, the tax assessments concerning IRES, IRAP and VAT were issued, and the Company
responded by submitting a tax settlement proposal.

The proceeding was closed with a negative result, and on 28 May 2015, the Company, in consortium
with Eni S.p.A. for the notice concerning IRES, brought an appeal before the provincial tax commission
of Turin, thus contesting only the findings related to the undue payment of taxes on foreign
regularisations and other unrelated taxes. At the same time, payments were made for around €777
thousand in total, using for this the previously allocated risk provision. On 23 of June, 2016, the Turin
Provincial Commission accepted the appeals brought in the month of May, 2015.
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GNL Italia S.p.A. - Local taxes

On 20 May 2016, the Municipality of Portovenere sent an assessment notice to GNL Italy
S.p.A.in relation to TARI 2015, for a total of approximately 63 thousand euros. This assessment
has been challenged in the Tax Commission and a provision has been made for risks and tax
litigation charges. It should also be noted that a similar notice issued by the same Municipality
of Portovenere for TARSU 2014 was cancelled by the Provincial Tax Commission of La Spezia in a
hearing in 5 of May, 2016.

Other commitments and risks

The other unevaluated commitments and risks are:

Commitments arising from the contract for the acquisition of Italgas and Stogit from Eni
The price determined for the acquisition of Italgas and Stogit is subject to adjustment mechanisms

based on commitments made when the transaction was completed, which were also intended to

apply after the date of execution.

Acquisition of Italgas

As at 30 June 2016, the remaining commitments from the aforementioned agreements concerned
adjusting the Italgas purchase price to take into account part of the costs/benefits arising from the
sale of property owned by Italgas that is no longer part of its operations. To that end it is noted that,
along with the separation operation from Italgas and Snam, and subject to the effectiveness of the
same, the rights and obligations of Snam related to the Rome Ostiense real estate complex, deriving
from the specific purchase agreements in the context of the acquisition of the entire share capital of
Italgas from Eni that took place in 2009, will be transferred to Societa Beneficiaria ITG Holding.

For more information, see the Information Document relating to the demerger of Snam in favour of
ITG Holding, prepared pursuant to Article 70 of the Consob Regulations, available on the company’s
website (www.snam.it, in “Ethics and Governance Meetings of Shareholders”).

Acquisition of Stogit

On 30 June 2016, the outstanding commitments resulting from the above agreements, related

to hedging mechanisms set up to keep the possible risks and/or benefits placed on Eni: (i) from

the possible increase in value of the gas owned by Stogit at the time of the share transfer other
than that recognised by the Electricity, Gas and Water Authority (the Authority) in case of even

a partial transfer of the same, if specific quantities were to become no longer necessary for the
regulated concessions and therefore available to be transferred; (ii) from the possible transfer of
storage capacity which may become available for transfer on a freely negotiated basis and is no
longer regulated, or from the transfer of concessions, including those held by Stogit at the time of
the transfer of shares that could possibly be devoted mainly to storage activities, and which are no
longer subject to regulation.

With reference to the adjustment of the purchase price of Stogit in order to take into account the
different value, compared to the date of the share transfer, recognised by the Authority of Stogit’s
natural gas quantities included among the assets that make up the RAB ( Regulatory Asset Base),
it should be noted that following the definitive approval by the Authority of the storage tariffs for
the year 2015, a balancing was done in favour of Eni, by way of price adjustment, in an amount of
€6 million.
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19. Revenue
The breakdown of revenue for the first semester of 2016, with an amount of €1,861 million (€1,959
million in the first semester of 2015), is shown in the following table:

First half
(millions of €) 2015
Core business revenue 1,886
Other revenue and income 73
1,959

The reasons for the most significant changes are described in the “Financial review and other
information” section of the Interim Directors’ Report.

Core business revenue of €1,827 million mainly consists of revenue from transportation (€952
million), distribution (€639 million)', natural gas storage (€220 million) and LNG regasification (€9
million) segments.

The Group generates all of its revenue exclusively in Italy. An analysis of revenue by business segment
can be found in Note 26 - “Information by business segment”.

Core business revenue is reported net of the following items involving tariff components, in addition to
the tariff, applied to cover gas system expenses of a general nature. The amounts received from Snam

are paid in full to the Energy and Environmental Services Fund (CSEA).

First half
(millions of €) 2015
Additional fees for the transportation service 310
Additional fees for the distribution service 175
485

12 Consisting of the construction and upgrading distribution infrastructure revenues recognized pursuant to IFRIC 12 (€137 million).

Snam - 2016 Half-Year Report



Notes to the condensed interim consolidated financial statements

Other revenue and income

Other revenue and income, with an amount up to €34 million (€73 million in the first semester of
2015), can be analysed as follows:

First half

(millions of €) 2015
Income from gas sales for the balancing service (*) 35
Income from property investments 2
Insurance compensation
Income from sales of energy efficiency certificates 1
Plant safety inspection fee 1
Other income 34

73

(*) Revenues from balancing activities, operational since 1 December 2011, pursuant to Resolution ARG/gas 45/11 of the Authority, related to supplies of
natural gas made for purposes of gas system balancing. The revenue matches the operating costs linked to withdrawals from the gas storage system.

Other income (€11 million) mainly due to revenue from Authority repayments, connected to the
achievement of quality and technical standards and to miscellaneous management compensations
related to the distribution service (€6 million) and income from leases (€3 million).

Snam's business is not affected by seasonal factors which would have a significant impact on its annual
or interim economic-financial results.

20. Operating costs
The breakdown of operating costs, with an amount of €547 million (€525 million on the first semester
of 2015), is shown in the following table:

First half
(millions of €) 2015
Purchases, services and other costs 351
Personnel expense 174
525

The reasons for the most significant changes are described in the “Financial review and other
information” section of the Directors’ Interim Report.

The operating costs related to the construction and upgrading of natural gas distribution infrastructure
linked to the concession agreements under IFRIC 12 with an amount of €137 million (€122 million in
the first semester of 2015).
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Purchases, services and other costs

Purchases, services and other costs, with an amount of €362 million (€351 million in the first semester
of 2015), can be analysed as follows:

First half

(millions of €) 2015

Purchase costs for raw materials, consumables, supplies and goods 84

Costs for services 222

Costs for the use of third-party assets 49

Changes in raw materials, consumables, supplies and goods 46

Net provisions (utilisation of) for risks and charges (17)

Net (utilisation of)/allocations to the provision for impairment losses on receivables 2

Other operating expenses 30

416

Less:

Increase on internal work (65)
- of which purchase costs for raw materials, consumables, supplies and goods (30)
- of which costs for services (35)

351

Personnel expense

Personnel expense, with an amount of €185 million (€174 million in the first semester of 2015), can be

analysed as follows:

First half

(millions of €) 2015
Wages and salaries 144
Social security contributions (pensions and healthcare assistance) 45
Employee benefits 3
Other expenses 10

202
Less:
Increase on internal work (28)

174
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Average number of employees
The average number of payroll employees included in the scope of consolidation, broken down by

status, is as follows:

Professional status 30.06.2015 31.12.2015
Executives 130 131
Managers 607 614
Office workers 3.325 3.356
Manual workers 2.095 2.112

6.157 6.213

The average number of employees is calculated on the basis of the monthly number of employees for
each category.

The number of personnel in service at 30 June 2016 was 6,395 (6,303 at 31 December 2015), with an
increase with respect to 30 June 2015 of 176.

21. Amortisation, depreciation and impairment losses
Amortisation, depreciation and impairment losses, which amounted to €447 million (€422 million in
the first half of 2015), can be broken down as follows:

First half
(millions of €) 2015
Amortisation 422
Property, plant and equipment 277
- Intangible assets 145
422

More details on amortisation, depreciation and impairment losses related to tangible and intangible
assets, can be found in Note 9 “Property, plant and machinery”, and Note 10 “Intangible assets”.
An analysis of amortisation, depreciation and impairment by business segment can be found in Note

26 "Information by business segment”.
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22. Financial expense (income)
Financial expense (income), with an amount of €176 million (€186 million in the first semester of
2015), can be analysed as follows:

First half
(millions of €) 2015
Financial expense (income) 179
Financial expense 182
Financial income (3)
Other financial expense (income) 7
Other financial expense 11
Other financial income (4)

Losses (Gains) on hedging derivatives — ineffective portion

Losses on derivative contracts

186
First half

(millions of €) 2015
Financial expense (income) 179
Expense on financial debt: 196
- Interest and other expenses on bond loans 179
- Fees on loans and bank credit lines 9
- Interest expense on credit lines and loans due to banks and other lenders 8
Financial expense capitalised (14)
Income from financial receivables (3)
- Interest on financial receivables not held for operations (3)
Other financial expense (income): 7
- Accretion discount (*) 6
- Other expenses 5
- Financial receivables held for operations
- Other income (4)
Losses (Gains) on hedging derivatives — ineffective portion

186

(*) This item refers to the increase in provisions for risks and charges and provisions for employee benefits, which are reported, at discounted value, under
Note 15 - "Provisions for risks and charges”.
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Expense on financial debt (€173 million) is related to: (i) interests and other expenses on bond loans
(€160 million), referring essentially to interests on 15 bond loans; (ii) the portion attributable to

the period of upfront fees on revolving credit lines (€4 million) and credit line non-usage fees (€3
million); and (iii) interests payable to banks on revolving credit lines, uncommitted credit lines and
maturing loans with a total amount of 6 million Euro.

Financial expenses capitalised over the assets (€9 million) related to the portion of financial expense
capitalised pursuant to investment activities.

Other financial expenses (income) (€10 million) mainly related to the financial expenses linked

to the passage of time relating to the provision for dismantling and restoration in the storage and
transportation sector (€5 million) and the employee’s benefit fund (€2 million).

The expenses from derivatives (€2 million) related to the effects connected to the recognition in
the income statement of the degree of ineffectiveness arising from the valuation at fair value of
derivative hedging instruments.

The reasons for the most significant changes are described in the “Financial review and other

information” section of the Directors’ Interim Report.

23. Income and expense from equity investments
Income and expenses from equity investments, with an amount of €64 million (€69 million in the

first semester of 2015), can be analysed as follows:

First half
(millions of €) 2015
Equity method valuation effect 70
- Capital gains from valuation using the equity method 70
Other net income (expense) (1)
69

The analysis of capital gains and capital losses from the valuation of equity investments using the

equity method can be found in Note 10 "Equity-accounted investments”.
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24. Income taxes
Income taxes for the period, with an amount of €229 million (€283 million in the first semester of

2015), can be analysed as follows:

First half
2015

IRES IRAP Other Total
(millions of €) taxes
Current taxes 255 43 12 310 226 39 265
Current taxes for the period 255 43 12 310 226 39 265
Deferred and prepaid taxes (27) (27) (28) (8) (36)
Deferred taxes (25) (1) (26) (20) (8) (28)
Prepaid taxes () 1 (1) (8) (8)

228 43 12 283 198 31 229

The impact of taxes on pre-tax profit for the period (tax rate) is 30.3% (31.6% in the first half of 2015)
in view of the theoretical tax rate of 31.0% (31.0% in the first half of 2015), which is obtained by
applying the statutory tax rate of 27.5% (IRES) to pre-tax profit and 3.5% (IRAP) to the net value of
production.

25. Earnings per share

Basic earnings per share, equal to €0.15 per share (€0.17 in the first semester of 2015), are calculated
by dividing the net profit attributable to Snam (€526 million; €612 million in the first semester of
2015) by the weighted average number of Snam outstanding shares during the year, excluding treasury
shares (3,499,511,044 shares; unchanged compared with 30 June 2015).

26. Information by business segment

The information about business segments has been prepared in accordance with the provisions of

IFRS 8 - “Operating segments”, which requires the information to be presented in a manner consistent
with the procedures adopted by the Company’s management when taking operational decisions.
Consequently, the identification of the operating segments and the information presented are defined
on the basis of the internal reporting used by the Company’s management for allocating resources to
the different segments and for analysing the respective performances.

The business segments for which information is provided are natural gas transportation
(“Transportation”), LNG regasification (“Regasification”), natural gas storage ("Storage”) and natural gas
distribution (“Distribution”). They relate to activities carried out predominantly by Snam Rete Gas, GNL
Italia, Stogit and Italgas, respectively.
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First half 2015
Net core business revenue (a) 101 1.021 650 275 12 2,059
less: inter-segment revenue (95) (11) (66) (1) (173)
Revenue from third parties 6 1.010 650 209 11 1,886
Other revenue and income 58 14 1 73
Net .accrual to (utilisation of) provisions 3 () (19) (17)
for risks and charges
Amortisation and depreciation 3 249 132 36 2 422
EBIT 1 591 248 169 3 1,012
Equity method valuation effect 59 11 70
Total assets 1,431 13,680 5,308 4,055 104 24,578
- Investments valued using the equity method 1,094 176 1,270
Total liabilities 14,412 9,908 2,553 2,854 38 (12,140) 17,625
Investments in property, plant and equipment 4 578 142 62 1 487

and intangible assets

First half 2016

Net core business revenue (a)

less: inter-segment revenue

Revenue from third parties

Other revenue and income

Net provisions (utilisation of) for risks and charges

Amortisation, depreciation and impairment losses

EBIT

Equity method valuation effect

Total assets

- Investments valued using the equity method

Total liabilities

Investments in property, plant and equipment
and intangible assets

(@) Balances before elimination of inter-segment revenue.

Revenue is generated by applying regulated tariffs or market conditions. The revenue was generated

entirely in Italy; costs were incurred almost entirely in Italy.
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27. Relationships with related parties

Considering the existence of a fact control situation on behalf 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 not only by

Snam'’s associates and joint ventures, but by the mother company CDP S.p.A. and its subsidiaries and
associates, and also by the direct or indirect subsidiaries, associates and joint ventures of the Ministry of
Economy and Finance (MEF). Furthermore, the members of the Board of Directors are also considered
as correlated parties, so as the Statutory Auditors and managers with strategic responsibilities and their
families, of the Snam Group and CDP.

As explained in the following details, the related-party transactions mainly concern the exchange of
goods and the provision of regulated services in the gas sector. Transactions between Snam and related
parties are part of ordinary business operations and are generally settled under market conditions, i.e.
the conditions that would be applied between two independent parties. All the transactions carried out
were in the interest of the companies of the Snam Group.

Pursuant to the provisions of the relevant legislation, 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.

The directors and statutory auditors declare to have potential interests related to the Company and
the Group every six months, and/or when the changes in the before mentioned interests occur; they
also inform the Chief Executive Officer (or the Chairman, in the case of the Chief Executive Officer’s
interests), who in turn will informs the other directors and the Board of Statutory Auditors, of the
individual transactions that the Company intends to carry out and over which they have an interest.
Snam is not managed or coordinated by any other entity. Snam manages and coordinates its
subsidiaries, pursuant to Article 2497 et seq. of the Italian Civil Code.

As part of the separation operation of Italgas from Snam, approved on 28 June 2016, by the Board of
Directors of Snam™ and to be implemented through three operations (transfer; sale and splitting), it is
reported that: (i) the splitting with a proportional assignment of shares to the shareholders does not

o

constitute a ""Related party transaction” under of the disclosure requirements of CONSOB Regulation
no. 17221 of 12 March 2010 and Consob Communication No. DEM/10078683 of 24 September

2010; (ii) the operations of transfer and sale, while qualifying as related party transactions, fall within
the exemption to Article 14, paragraph 2, of the RPT Regulation and Article X, Section 8, of the RPT
Procedure of Snam, which provides that procedures applicable in Related Party Transactions do not
apply in the case of transactions with subsidiaries (ITG Holding). In the light of the involvement of CDP
as a Related Party of Snam, Snam has not availed itself of the above mentioned exemption and referred
the whole Operation to the procedure for “Material Transactions” under Article 8 of the RPT Regulation
and art. VI of the RPT Procedure™.

The amounts involved in commercial, miscellaneous and financial transactions with related parties for
the first semester of 2015 and 2016 are reported below. The nature of the most significant transactions
is also stated.

More information about the transaction is available on the Snam website (www.snam.it, in the section “Shareholders’ Meetings Ethics and
Governance”) in the following documents: the Merger Project, the Directors’ Report on the spun-off company (Snam S.p.A.) and the beneficiary
company (ITG Holding S.p.A.) and the Information Document prepared pursuant to Article 70, paragraph 6 of the Issuers’ Regulation.

The procedure for related-party transactions, pursuant to Article 4 of Consob Regulation 17221 of 12 March 2010, as subsequently amended,
and approved by the Board on 30 November 2010, is available in the "Governance” section of the Company website, www.snam.it.
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Commercial and other transactions can be broken down as follows:

30 June 2015 First half 2015
Costs (a) Revenue (b)
Receivables Payables Guarantiesand Goods Services  Other Goods Services Other
(millions of €) commitments
Companies under joint control
- TAG GmbH 1 5 6
- TIGF Holding 15
- Toscana Energia S.p.A. 2 1
- Umbria distribuzione
19 5 1 6
Companies owned or controlled by the State
- Gestore dei Mercati Energetici S.p.A. (GME) 1 1 22
- Gruppo Anas 4
- Gruppo Enel () 89 10 225
- Gruppo Eni (c) 332 156 5 30 5 1,125 1
- Gruppo Ferrovie dello Stato 1
422 171 5 31 5 1,350 23
Total 441 171 10 31 5 1,351 29

(

(¢) Includes the balance related to the balancing activities.

(millions of €)

Companies under joint control and associates

a) Includes the costs for goods and services to be used in investment activities.
(b)  Before tariff components which are offset in costs.

- TAG GmbH 1 7 1 6
- TAP AG 26
- TIGF Investissement S.A.S 1
- Toscana Energia S.p.A. 15 1
16 27 7 2 6
Companies under joint control of the
mother company Cassa Depositi e Prestiti
- Saipem 30 15
30 15
Companies owned or controlled by the State
- Gestore dei Mercati Energetici S.p.A. (GME) 2
- Gruppo Anas 2 5
- Gruppo Enel () 85 22 239
- Gruppo Eni (c) 332 66 5 10 2 996 5
- Gruppo Ferrovie dello Stato 1 1 1
420 94 5 10 2 1,236 8
Total 436 151 12 25 2 1,238 14

(@) Includes the costs for goods and services to be used in investment activities.

(b) Before tariff components which are offset in costs.

(c) Includes the balance related to the balancing activities.
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Companies under joint control and associates

Transactions with TAP related to contractual agreements under which the shareholders are responsible
for financing the project for gas exports in western Europe, according to the level of their respective
shareholdings, both through the Shareholders’ Loan, as well as through the subscription of capital
increases, until the pipeline enters into service, and if its capacity is expanded.

Companies under joint control of the mother company Cassa Depositi e Prestiti

Among the passive commercial transactions with the companies jointly controlled by Cassa Depositi
e Prestiti, it is noted that the planning and supervision of works to build natural gas transportation
and storage infrastructure carried out by Saipem, governed by contracts concluded under normal
market conditions.

Companies owned or controlled by the State

Transactions with state-owned or -controlled companies relate mainly to the Eni Group and the Enel
Group, and concern natural gas transportation, regasification, distribution and storage services, which
are settled on the basis of tariffs set by the Authority.

The most significant passive commercial transactions with the Eni Group include: (i) the supplying of
electricity used for the development of activities and purchase of natural gas used in the realization
of storage infrastructures, regulated by contracts entered into under normal market conditions; (ii) the
provision of consulting and technical-operational assistance services related to the storage deposits.
These transactions are governed by service agreements on the basis of the costs incurred.

On 30 June 2016, there were assets with Eni posted in reference to transactions arising from the
national tax consolidation scheme in force until 31 July 2012.

Financial transactions

Financial transactions can be broken down as follows

30 June 2015 First half 2015
(millions of €) Receivables Payables Income
Companies under joint control
- GasBridge1 B.V. GasBridge 2 B.V. 9
- Trans Austria Gasleitung GmbH (TAQ) 221 3
221 9 3

(millions of €)

Companies under joint control and associates

- GasBridge1 B.V. GasBridge 2 B.V. 8

-TAP AG 147 1

147 8 1
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Companies under joint control and associates

Transactions with TAP AG refer to Snam’s share of the Shareholders’ Loan in favour of associate
company Trans Adriatic Pipeline AG (TAP).

Transactions with Gasbridge 1 B.V. and Gasbridge 2 B.V. refer to financing received and repayable on

demand.

Impact of related-party transactions or positions on the balance sheet, income statement
and statement of cash flows

The impact of related-party transactions or positions on the balance sheet and income statement is

summarised in the following table:

31.12.2015

Total Related
(millions of €) parties

Statement of financial position

Trade receivables and other current receivables 1,824 627 344 1,477 434 294
Other non-current receivables 78 78 100.0 147 147 100.0
Other non-current assets 137 2 1.5 159 2 13
Short-term financial liabilities 1,351 19 14 1,696 8 0.5
Trade and other payables 1,746 220 126 1,377 150 10.9
Other current liabilities 71 1 1.4 52 1 19
First half
2015
Total Related Share %

(millions of €) parties

Income statement

Core business revenue 1,886 1,351 716 1,827 1,238 67.8
Other revenue and income 73 29 39.7 34 14 41.2
Purchases, services and other costs 351 23 6.6 362 24 6.6
Financial income 7 3 429 4 1 25.0

Transactions with related parties are generally governed on the basis of market conditions, i.e. the

conditions which would be applied between two independent parties.
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The principal cash flows with related parties are shown in the following table.

First half

(millions of €) 2015
Revenue and income 1,380
Cost and expense (23)
Change in trade and other receivables 146
Change in trade and other payables 15
Interest received (paid) 3
Net cash flow from operating activities 1,521
Investments:

- Tangible and intangible assets (23)
- Equity investments (14)

- Financial receivables

- Change in payables and receivables relating to investments (15)
Cash flow from investments (52)
Net cash flow from investment activities (52)
Increase (decrease) in short-term financial debt (4)
Financial receivables (5)
Net cash flow from financing activities (9)
Net cash flow for the period with related parties 1,460

The effect of cash flows with related parties is shown in the following table:

First half
2015
Total Related Share %
(millions of €) parties
Cash flow from operating activities 1.146 1.521 N.A.
Cash flow from investment activities (559) (52) 9.3
Cash flow from financing activities (637) 9) 1.4
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28. Relevant facts after the closing of the semester

Revoke of the “judicial control” against Italgas

On 9 July 2015 the Court of Palermo has revoked the measure of the judicial administration against
Italgas, as a result of the investigations and the active cooperation carried out by Snam Group.
Italgas has been asked to provide the competent authorities with the information flows requested
under art. 34 of Legislative Decree no. 159/2011 (judicial control) on the relevant operations.

Italgas has filed an appeal to the Court of Appeal of Palermo.

On 25 July 2016 the Court of Appeal has revoked the “judicial control” against Italgas, by so declaring
ceased the execution of any prescriptions.




