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Financial review

Income Statement

2019 adjusted
2017 201 2019 .
0 018 0 vs 2018 adjusted
Adju“?,g (million of €) Reported AdJUSt?,g Reported AdJUSt?,g Change % change
2,434 Regulated revenue 2,485 2,485 2,550 2,550 65 2.6
99 Non-regulated revenue 101 101 115 115 14 13.9
2,533 Total revenue 2,586 2,586 2,665 2,665 79 31
2447  lotalrevenuenet of pass 2,528 2,528 2,604 2,604 76 3.0
through items
(511) Operating costs (512) (491) (461) (496) (5) 1.0
- Operating costs net of
(419) pass-through items (454) (433) (400) (435) ) 0.5
2,022 EBITDA 2,074 2,095 2,204 2,169 74 3.5
Amortisation, depreciation
(659) and impairment losses (690) (690) (752) (752) (62) 9.0
1,363 EBIT 1,384 1,405 1,452 1,417 12 0.9
(227) Net financial expense (242) (195) (203) (165) 30 (15.4)
150  Netincome from equity 159 159 216 216 57 358
investments
1,286 Pre-tax profit 1,301 1,369 1,465 1,468 99 7.2
(346) Income tax (341) (359) (375) (375) (16) 4.5
940 Net profit 960 1,010 1,090 1,093 83 8.2
gqo  ~ Attributable toSnam 960 1,010 1,090 1,093 83 8.2
shareholders
- Minority interests 960 1,010 1,090 1,093 83 8.2

(*)  The figures exclude special items.
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Summary reconciliation of adjusted results (*)

2017  (million of €) 2018 2019 Change % change
1,348 EBIT 1,384 1,452 68 4.9
15 Excluding special items 21 (35) (56)

1,363 Adjusted EBIT 1,405 1,417 12 0.9
897 Net profit 960 1,090 130 13.5
897 - Attributable to Snam shareholders 960 1,090 130 13.5

- Minority interests
43 Excluding special items 50 3] (47) (94.0)
940 Adjusted net profit 1,010 1,093 83 8.2

(*) For nature and detailed reconciliation of the individual adjustments, read the paragraph: "Non-GAAP measures" of this Report.

Adjusted EBIT? For 2019 totalled €1,417 million, up by
€12 million (0.9%) compared with adjusted pro-forma

EBIT for 2018. The greater revenue (+€76 million or 3.0%),
essentially attributable to the natural gas transportation
segment business and the contribution for the whole of
2019 of the businesses that joined the scope of consolidation
in 2018 were partly offset by the increase in depreciation,
amortisation and write-downs (-€62 million or 9.0%).
Operating costs were essentially in line compared with

the adjusted figure for 2018 (-€2 million or 0.5%). The
effects of the actions of the efficiency plan implemented,
amounting to approximately € 15 million, were absorbed by
the costs, recognized for the entire 2019 financial year, of
the companies that entered the consolidation area during
2018, as well as by the costs related to the continuation of
activities in the energy transition.

Adjusted net EBIT for 2019 totalled €1,093 million, up

by €83 million (8.2%) compared with adjusted net EBIT

for 2018. In addition to greater EBIT (€12 million; +0.9%),
the increase was due to: (i) lower net financial expense
(+€30 million; 15.4%) which benefit from a reduction in
the average cost of gross borrowing, also following the
optimisation actions implemented in period 2016-2019, as
well as the positive market conditions; (i) the greater net
proceeds from equity investments (€57 million; +35.8%),
also thanks to the contribution mainly from Senfluga,
following the timing of the acquisition of Desfa (December
2018) and extraordinarily favourable volumes of gas, and
from Teréga. These effects were partly absorbed by higher
income taxes (-€16 million;4.5%), due mainly to the greater
pre-tax profit.

20 EBIT was analysed by isolating only the elements that resulted in a
change to that figure. To this end, applying gas segment tariff regulations
generates revenue components that are offset in costs. These items refer
essentially to interconnection.
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ANALYSIS OF THE ENTRIES ON THE ADJUSTED FINANCIAL STATEMENT

The segment “Corporate and other activities” includes the
newly acquired companies involved in Energy Transition
activities.

Total revenue

2017  (million of €) 2018 2019 Change % change
Business segments
2,039 Transportation 2,118 2,168 50 2.4
22 Regasification 24 32 8 33.3
601 Storage 603 598 (5) (0.8)
233 Corporate and other activities 268 311 43 16.0
(362) Consolidation eliminations (427) (444) (17) 4.0
2,533 2,586 2,665 79 3.1
Regulated and non-regulated revenue
2017  (million of €) 2018 2019 Change % change
2,434 Regulated revenue 2,485 2,550 65 2.6
Business segments
1,816 Transportation (*) 1,907 1,969 62 3.3
18 Regasification 17 17
508 Storage (*) 503 503
92 Revenue items offset in costs (**) 58 61 3 5.2
99 Non-regulated revenue 101 115 14 13.9
2,533 2,586 2,665 79 3.1

(*) Inthe consolidated financial statements, the considerations for the modulation service, an integral part of transportation revenue, are eliminated under the
transportation companies, along with the costs of the service purchased from the storage company, in order to reflect the substance of the transaction. The

comparative 2017 and 2018 figures have been restated accordingly.

(**) The main revenue components that are offset in costs are those relating to interconnection.

Regulated revenue (€2,550 million) increased by €65
million or 2.6% compared with 2018. Excluding items that
are offset in costs, regulated revenues stood at €2,489
million, up €62 million or 2.6% thanks to the contribution
of the transportation segment, which benefits from the
increase from the increase of tariffs and investments of past
years.

Non-regulated revenue (€115 million) increased by
€14 million or 13.9% compared with 2018. The greater
revenue from the contribution of the businesses that
entered the scope of consolidation (+€28 million) and

for services rendered by the Business Unit Global Solution

(+€7 million), were, to a great extent, absorbed by the
lower proceeds for services rendered, regulated through
several contracts concluded at 31 December 2018 '
(-€14 million).

Non-regulated revenues mainly involve: (i) considerations
for the construction of biogas and biomethane plants

(€27 million); (ii) technical-specialist services to
unconsolidated foreign companies (€23 million); (iii) the
provision of services relating to energy efficiency projects
(€24 million); (iv) income from the rental and maintenance
of fibre optic telecommunication cables (€13 million); (v) the
sale of CNG compressors for motor transport (€11 million).

21 This revenue is offset in costs incurred for the provision of the relative
services.
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2017  (million of €) 2018 2019 Change % change
Business segments
441 Transportation (*) 462 418 (44) (9.5)
15 Regasification 17 26 9 52.9
165 Storage 168 156 (12) (7.1)
252 Corporate and other activities (*) 271 340 69 25.5
(362) Consolidation eliminations (427) (444) (17) 4.0
511 491 496 5 1.0
(*) The values for 2017 and 2018 are reported excluding special items.
Operating costs - Regulated and non-regulated activities
2017 (*)  (million of €) 2018 2019 Change % change
404 Costs of regulated activities 397 352 (45) (11.3)
267 Controllable fixed costs 274 251 (23) (8.4)
7 Variable costs 6 6
38 Other costs (*) 59 34 (25) (42.4)
92 Cost items offset in revenue (**) 58 61 3 5.2
107  Costs of non-regulated activities 94 144 50 53.2
511 491 496 5 1.0

(*) Net special items.
(**) The main cost components that are offset in revenues are those relating to interconnection.

Operating costs totalled €496 million (€491 million in 2018). Net of components
offset in revenue, operating costs totalled €435 million, essentially in line with the
corresponding adjusted value in 2018 (+€2 million or +0.5%).

Regulated business operating costs

Operating costs of regulated activities (€352 million) decreased by €45 million, or
11.3% compared with 2018. Net of components that are offset in revenues, the
operating costs of regulated activities were down by €48 million or 14.2% compared
with 2018.

The fixed controllable costs (€251 million) composed of the total of the cost of
personnel and external costs of a recurrent nature, recorded a fall of €23 million or
8.4% compared with 2018. The reduction is mainly due to the effects of the actions
of the Efficiency Plan implemented from 2016, which made it possible tin 2019 to
reduce costs by around €15 million (€51 million at a cumulative level for the period
2016-2019).

Other costs (€34 million) decreased by €25 million, or 42.4%, compared with the
corresponding adjusted value for 2018. The reduction is mainly due to the lower
costs associated with the use of gas; -€20 million %, and lower capital losses from
the elimination of assets (€4 million).

22 The costs associated with the use of gas are reported excluding the amounts recognised by the Authority
following the greater costs for the purchase of gas to cover GNC for the years 2018 and 2019. Taking into
account the calculation mechanism used by the Authority for recognising the costs relating to 2018, in July
2019, the company quantified the amount recognised for 2019.
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Non-regulated business operating costs

Operating costs of non-regulated activities (€144 million) increased by €50
million or 53.2% compared with 2018. The increase is essentially attributable to
the costs, recorded for the whole of 2019, of businesses that entered the scope
of consolidation in 2018, relating mainly to the construction of biomethane plants
and compressors for motor transport refuelling stations as well as relating to the
implementation of energy efficiency projects, partly offset by lower costs for
services rendered, related to contracts ended at 31 December 2018. The increase
in operating costs for non-regulated businesses was not impacted by the dynamics
of the provision for risks and charges and the provision for impairment losses and
the greater costs connected with the development of new businesses and specific
projects.

Net of components offset in revenue, operating costs totalled €435 million,
essentially in line with the corresponding adjusted value in 2018 (+€2 million or
+0.5%).

The number of employees at 31 December 2019 (3,025 resources) is broken down
below by professional status:

2017  (no.) 2018 2019 Change % change
Professional status

93 Executives 107 111 4 3.7

456 Middle Managers 480 493 13 2.7

1,655 Office workers 1,682 1,683 1 0.1

715 Manual workers 747 738 ) (1.2)

2,919 3,016 3,025 9 0.3

The increase of 9 people compared with 2018 is mainly due to the resources
coming from the acquisition of Renerwaste (47 resources) and TEA Servizi (8
resources) and the new hires from the job market, partly offset by the personnel
leaving who took early retirement (77 resources).

Amortisation, depreciation and impairment losses

2017  (million of €) 2018 2019 Change % change
646 Total amortisation and depreciation 682 722 40 5.9
Business segments
539 Transportation 567 598 31 5.5
5 Regasification 5 5

95 Storage 100 105 5 5.0
7 Corporate and other activities 10 14 4 40.0

13 Impairment losses (Recovery of value) 8 30 22
659 690 752 62 9.0
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Depreciation, amortisation and write-downs (€752 million) increased by €62
million or 9.0% compared with 2018. The increase is mainly due to the greater
depreciation and amortisation (+€40 million or +5.9%), essentially following the
new infrastructure coming into operation and the businesses that joined the scope
of consolidation, as well as the greater write-down of works in progress related to

projects in the transportation segment in the past years (+€22 million).

Below is a breakdown of EBIT by business segment:

EBIT
2017  (million of €) 2018 2019 Change % change
Business segments
1,048 Transportation (*) 1,081 1,122 41 3.8
2 Regasification 2 1 (1) (50.0)
339 Storage 335 337 2 0.6
(26) Corporate and other activities (*) (13) (43) (30)
1,363 1,405 1,417 12 0.9
(*) The values are reported excluding special items.
Net financial expense
2017  (million of €) 2018 2019 Change % change
235 Financial expense related to net financial debt 199 164 (35) (17.6)
Interest and other expense on short- and long-term
236 financial debt *) 202 173 (29) (14.4)
(1) Bankinterestincome ?3) (9) (6)
4 Other net financial expense (income) 6 11 5 83.3
11 Accretion discount 11 8 (3) (27.3)
(7) Other net financial expense (income) (5) 3 8
1 Gains on hedging derivatives - ineffective portion 2 1 (1) (50.0)
(13) Financial expense capitalised (12) (11) 1 (8.3)
227 195 165 (30) (15.4)

(*) Excluding special items relating to liability management operations.
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Net Financial charges (€165 million excluding the special items related to the
liability management operation implemented in December 2019) showed a
reduction of €30 million, or 15.4%, compared with 2018. The reduction is mainly
due to the lower costs related to the net financial gross debt (<€35 million or
-17.6%) mainly connected to the lower average cost of borrowing, also following
the benefits resulting from the actions to optimise the financial structure of the
group implemented by Snam in the period 2016-2019, specifically the liability
management operations, as well as the positive market conditions.

Capitalised financial costs in 2019 amounted to €11 million, broadly in line with
the previous year.

Income from equity investments

2017  (million of €) 2018 2019 Change % change
150 Effect of valuation using the equity method 157 218 61 38.9
Dividends 2 2
Other income (expense) from equity investments (4) (4)
150 159 216 57 35.8

Net income from equity investments (€216 million, +€57 million or 35.8%)
essentially involve the contribution of the businesses valued using the equity
method (€214 million) main attributable to the companies under joint control joint
TAG (€74 million), Teréga (€44 million) and the subsidiaries Italgas (€56 million)
and Senfluga (29 million).

The increase of €57 million compared with 2018 is mainly attributable to the
contribution for the entire year of Senfluga (+€33 million), a company which, on
20 December 2018, gained control of DESFA with a share of 66% of the share
capital, which benefited from extraordinarily favourable gas volumes and to the
contribution of Teréga (+€16 million), also following the release of a fund for tax
disputes and of non-current effect.

Income tax
2017  (million of €) 2018 2019 Change % change
373 Current taxes (*) 385 410 25 6.5
(Deferred) prepaid taxes (*)
(16) Deferred taxes (16) (14) 2 (12.5)
(11) Deferred tax assets (prepaid taxes) (10) (21) (11) 110.0
(27) (26) (35) (9) 34.6
346 359 375 16 4.5

(*) Netspecial items.

Income taxes totalled €375 million, an increase of €16 million or 4.5% compared
with 2018. The increase is mainly attributable to the greater pre-tax profit.
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NON-GAAP MEASURES

Snam presents in the management report, in addition to
the financial results envisaged by the IFRS, certain variables
deriving from the latter, even if not envisaged by the IFRS or
by other standard setters (Non-GAAP measures).

Snam'’s management believes that these measures facilitate
the analysis of the Group's performance and of the business
segments, ensuring better comparability of results over time.
Non-GAAP financial information must be considered as
complementary and does not replace the information
prepared in accordance with IFRS.

In accordance with the Consob Communication
DEM/6064293 of 28 July 2006 and subsequent amendments
and additions (Consob Communications no. 0092543 of

3 December 2015 which incorporates the ESMA/2015/1415
guidelines on alternative performance indicators), the
following paragraphs provide indications relating to

the composition of the main alternative performance
indicators used in this document, not directly deducible
from reclassifications or algebraic sums of conventional
indicators?® and compliant with international accounting
standards®.

Adjusted EBIT and net profit

Adjusted EBIT and net profit are obtained by excluding the
special items (respectively gross and net of the related taxes)
from the operating profit and the reported net profit, as per
the legal scheme of the Income Statement.

Income entries classified as special items for 2019 refer to: (i)
financial expense resulting from the buy back on the market
of bonds under the scope of the liability management
operation implemented by Snam in December 2019 (€38
million, €29 million excluding the tax effect, €47 million in
2018, €35 million excluding the tax effect). The expenses
are essentially attributable to the difference between the
outlay for the buy back of the bonds on the market and

the valuation at amortised cost of the actual bonds; (ii)

the release to the income statement of the provision for
impairment losses (€35 million) following the announcement
by the Council of State on 5 March 2020 which, confirming
the ruling of the Milan Regional Administrative Court of
2017, ratified the recognition, by the Authority to the
company, of part of the receivables not collected relating to
the balancing activities for the period 1 December 2011-23
October 2012%.

23 According to the CESR/05-178b recommendation of October 2005, all the
data included in the financial statements audited in accordance with IFRS
or in the balance sheet, the income statement, the statement of changes
in equity and the cash flow statement are conventional indicators or in the
commentary notes.

24 For the definition of these quantities refer to the Glossary.

25 For more details, see Note 26, “Guarantees, commitments and risks —
Disputes”, of the Notes to the consolidated financial statements.
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Special item

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

The tax rate applied to the items excluded from the
calculation of adjusted net profit is determined on the basis
of the nature of each revenue item subject to exclusion.
Any income components deriving from non-recurring
transactions in accordance with Consob Resolution

no. 15519 of 27 July 2006 are also shown separately in the
IFRS financial report.

Free cash flow

Free cash flow is the measure that allows the connection
between the obligatory financial statement, which expresses
the change in liquidity between the beginning and end of
the period, and the change in net financial debt between
the beginning and end of the reclassified cash flow
statement. The free cash flow represents the surplus or cash
deficit remaining after the investment financing and close
alternatively: (i) on the cash change for the period, after the
cash flows related to the financial payables/assets (credit/
debit repayments/financial payables) have been added/
subtracted, to the equity capital (payment of dividends/

net acquisition of own shares/capital injections), as well as
the effects on cash and cash equivalents of changes in the
scope of consolidation and exchange differences arising
from conversion; (ii) on the change in net financial debt for
the period, after the flows relating to own capital have been
added/subtracted, as well as the effects on net financial
debt of changes in the scope of consolidation and exchange
differences arising on conversion.
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NET FINANCIAL DEBT

Net financial debt is calculated as the financial debt net of cash and cash
equivalents, securities available for sale and to be kept until maturity and short-
term financial receivables.

The tables below show the reconciliation between the reported Income Statement
and the adjusted Income Statement, as well as a table summarizing the special

items:
2018 2019

(million of €) Reported Spietc:?nl Adjusted Reported Spietceiz‘l Adjusted
Regulated revenue 2,485 2,485 2,550 2,550
Non-regulated revenue 101 101 115 115
Total revenue 2,586 2,586 2,665 2,665
- Total revenue net of pass-through items 2,528 2,528 2,604 2,604
Operating costs (512) 21 (491) (461) (35) (496)
- Operating costs net of pass-through items (454) 21 (433) (400) (35) (435)
EBITDA 2,074 21 2,095 2,204 (35) 2,169
ﬁnn;c;:iaetriirl\égizreciation and (690) (690) (752) (752)
EBIT 1,384 21 1,405 1,452 (35) 1,417
Net financial expense (242) 47 (195) (203) 38 (165)
Net income from equity investments 159 159 216 216
Pre-tax profit 1,301 68 1,369 1,465 3 1,468
Income tax (341) (18) (359) (375) (375)
Net profit 960 50 1,010 1,090 3 1,093
- Attributable to Snam shareholders 960 1,010 1,090 1,093
- Minority interests
Details of special items

(million of €) 2018 2019 Change % change
Special item of operating profit 21 (35) (56) (266.7)
Charges for redundancy packages and early retirement 21 (21) (100.0)
Release of provision for balancing impairment losses (35) (35)

Special item Net financial charges 47 38 (9) (19.1)
- Liability management finance charges 47 38 ) (19.1)
Special item Income taxes (18) 18 (100.0)
- Taxation on special items operating profit (6) 9 15

- Taxation on special item net Financial charges (12) (9) 3 (25.0)
Total special item of net profit 50 3 (47) (94.0)
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RECLASSIFIED STATEMENT OF FINANCIAL POSITION

The reclassified balance sheet 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 identification of the sources of financing (equity and third-party funds)
and the investment of financial resources in fixed and working capital.

Reclassified statement of financial position (*)

(million of €)

31.12.2018 31.12.2019 Change

Fixed capital 18,856 19,311 455
Property, plant and equipment 16,153 16,439 286
- right-of-use assets 21 21
Compulsory inventories 363 363

Intangible assets 907 990 83
Equity investments 1,750 1,828 78
Non-current financial assets 11 3 (8)
Net payables for investments (328) (312) 16
Net working capital (1,259) (1,094) 165
Provisions for employee benefits (64) (46) 18
Assets held for sale 10 10
NET INVESTED CAPITAL 17,533 18,181 648
Shareholders’ equity 5,985 6,258 273
- Attributable to Snam shareholders 5,985 6,255 270
- Minority interests 3 3
Net financial debt 11,548 11,923 375
- of which financial payables on right-of-use assets 21 21
Coverage 17,533 18,181 648

(*) For the reconciliation of the reclassified balance sheets 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 (€19,311 million) increased by €455 million compared with 31
December 2018 essentially as a result of the increase in Property, plant and
machinery (+€286 million), also following the recognising of leased assets as
right-of-use assets through the application of the new standard IFRS 16 “Leasing”
in force from 1 January 2019 (+€21 million) and equity investments (+€78 million),
following the earnings in 2019 partly absorbed by dividends collected for 2018.
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The change in property, plant and equipment and in
intangible assets can be broken down as follows:

(million of €) :lr;:te;lt\)g '““:fsi:ti Total
equipment
Balance at 31 December 2018 16,153 907 17,060
Technical investments 861 102 63
Amortisation, depreciation and impairment losses (686) (66) (752)
Transfers, eliminations and divestments (8) (8)
Change in scope of consolidation 61 47 108
Other changes 58 58
Balance at 31 December 2019 16,439 990 17,429

The technical investments of 2019 total €963 million?®
(€882 million in 2018) and mainly refer to the segments of
transport (€813 million) and storage (€112 million).

The change in the scope of consolidation (+€108 million, of
which €2 million is leased assets as right-of-use assets) refers
to assets recorded following the acquisition of 83.63% of the
Renerwaste group (€98 million)?” and 100% of TEA Servizi
(€10 million).

Other changes (€58 million) relate essentially to: (i) the
effects resulting from the adjustment of the current value of
outlays compared with the costs of dismantling and restoring
sites (+€42 million)?; (i) the recognition of leased assets as
right-of-use assets in accordance with accounting standard
IFRS 16 (€25 million); (iii) the contributions third-party
interference works (compensation -€14 million).

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

27 The business combination transaction involving the acquisition of control
of Renerwaste, contractually involved an put/call option on the interests
of minorrity shareholders of 17.37%. At the acquisition date, based on
the terms of the contract through which the exercise of the options is
regulated, the transaction will be reported as if Snam had acquired total
control of the company, without recognising the interests of third-party
shareholders. Greater information with regard to the impact of the
business combination is illustrated in Note 25 "Business combinations" in
the Notes to the consolidated financial statements.

28 Further information is provided in Note 21 “Provision for risks and charges”
of the Notes to the consolidated financial statements.

Compulsory inventories

Compulsory inventories (€363 million, unchanged from

31 December 2018) 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?.

Equity investments

The item equity investments (€1,828 million) includes: (i) the
valuation of the equity investments through the net equity
method which refers mainly to the companies Trans Austria
Gasleitung GmbH - TAG (€520 million), Teréga Holding

S.A.S. (€482 million), Trans Adriatic Pipeline AG - TAP (€264
million), Italgas S.p.A. (€209 million), AS Gasinfrastruktur
Beteiligung GmbH (€125 million) and Senfluga (€125
million); (ii) the fair value measurement through OCl of the
minority interests in the company Terminale GNL Adriatico
S.r.l. (€39 million).

29 By means of the circular of 8 January 2019, the Ministry of Economic
Development confirmed that the strategic gas storage volume for thermal
storage year 2019-2020 (1 April 2019-31 March 2020) would remain
at 4.62 billion standard cubic metres, 4.5 billion standard cubic metres
of which was allocated to Stogit. By means of the announcement of
17 January 2020, the Ministry confirmed the strategic gas storage volume
for the thermal year 2020-2021 (1 April 2020-31 March 2021) as 4.62 billion
cubic metres, 4.5 billion cubic metres of which was allocated to Stogit.
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(million of €) 31.12.2018 31.12.2019 Change
Trade receivables 1,247 1,217 (30)
- gas balancing and settlement 237 198 (39)
Inventories 109 112 3
Tax assets 26 35 9
Other assets 105 185 80
Provisions for risks and charges (665) (713) (48)
Trade payables (491) (487) 4
- gas balancing and settlement (307) (253) 54
Accruals and deferrals from regulated activities (363) (145) 218
Deferred tax liabilities (134) (106) 28
Derivative liabilities/(assets) (29) (63) (34)
Tax liabilities (23) (35) (12)
Other liabilities (1,041) (1,094) (53)

(1,259) (1,094) 165
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The net working capital (€1,094 million) increased by €165 million compared

with 31 December 2018. This increase was mainly due to: (i) the settlement of the
previous tariff entries for the transportation segment relating to the years 2015-
2017 (+€180 million)3; (ii) the recording of the receivable from the CSEA following
lower amounts invoiced in 2019 compared with the restriction established by the
Regulator (+€96 million). These factors were partly offset by: (i) the lower net
assets for additional tariff components invoiced to users of the transportation
service (<€55 million) mainly following the reduction in the CVOS additional
tariff*"; (i) the increase in the provision for risks and charges (-€48 million) mainly
following the adjustment of the current value of costs for the dismantling and
restoration of sites following a reduction in anticipated discounting rates; (i) from
the greater liabilities for hedging instruments (€34 million).

Assets held for sale

Assets held for sale (€10 million) relate to a 6% share in the associate company
Senfluga, reclassified following the agreements signed by the shareholders of
Senfluga fr the sale of a 10% stake in it, proportional to the stake held by each
shareholder. In conformity with the provisions of IFRS 5 “Non-current Assets
Held for Sale and Discontinued Operations”, the above-mentioned stake was
recorded under assets held for sale and valued at the lower of the book value
and the fair value, excluding any sales costs. The completion of the transaction,
subject to the approval of the Greek regulator, took place on 13 January 2020,
following a payment of €16 million (€10 million as Snam’s share), pegged at the
values of the transaction concluded by Snam in December 2018. Following the
above-mentioned sale, the percentage of Snam'’s equity investment in the capital
of Senfluga is 54%.

30 Pursuant to resolution 114/2019/R/gas of the ARERA, net assets/liabilities relating to under-invoicing,
over-invoicing and penalties will no longer be subject to return through future tariff adjustments, but
subject to settlement to the CSEA under the “Transport expenses account”.
Pursuant to resolution 114/2019/R/gas of the ARERA, net assets/liabilities relating to under-invoicing,
over-invoicing and penalties will no longer be subject to return through future tariff adjustments, but
subject to settlement to the CSEA under the “Transport expenses account”.
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Statement of the comprehensive income

(million of €) 2018 2019
Net profit (*) 960 1,090

Other components of comprehensive income

Components that can be reclassified to the income statement:

Change in fair value of cash flow hedge derivatives (effective share) (26) (44)
Share of “other components of comprehensive income” of equity-accounted investments (**) (1) (17)
Tax effect 6 10

(21) (51)

Components that cannot be reclassified to the income statement:

Actuarial gains (losses) on remeasurement of defined-benefit plans for employees (1)

Share of remeasurements of defined benefit plans for employees of investments accounted for using the

equity method ! M
Change in the fair value of minority equity investments valued at fair value through other comprehensive 1 4
income - FVTOCI
1 3

Total other components of comprehensive income, net of tax effect (20) (48)
Total comprehensive income (*) 940 1,042
(*) Entirely attributable to Snam shareholders.
(**) The figure mainly refers to the change in the fair value of hedging derivatives for equity investments in associates.
Shareholders’ equity
(million of €)
Shareholders’ equity at 31 December 2018 (*) 5,985
Increases owing to:
- Comprehensive income for 2019 1,042
- Other changes 31

1,073
Decreases owing to:
- 2018 final dividend (448)
- 2019 interim dividend (*¥) (313)
Acquisition of treasury shares (39)

(800)
Shareholders’ equity as at 31 December 2019 6,258
- Attributable to Snam shareholders 6,255
- Minority interests 3

(*) Amount paid on 22 January 2020.

Information about the individual equity items and changes therein compared with
31 December 2019 is given in Note 24 to the consolidated financial statements,
“Shareholders’ Equity”.

Directors’ Report - Comments on financial review and other information 123



@) Highlights  ©: Snam profile © Directors

'Report O Consolidated Financial Statements

<> Q] =

Reconciliation between the individual and consolidated
net income and shareholders’ equity of Snam S.p.A.

Net income Shareholders’ equity
(million of €) 2018 2019 31.12.2018 31.12.2019
Individual Financial statements of Snam S.p.A. 721 817 4,402 4,396
Net income of companies included in the scope of consolidation 874 972
Difference between the book value of the equity investments in
consolidated businesses and the shareholders’ equity of the financial 1,618 1,815
statements, including the result for the period
Consolidation adjustments For:
- Dividends (641) (777)
- Difference between the purchase price and corresponding accounting @)
shareholders equity
- Adjustments for uniformity of accounting principles (1)
- Income from valuation of equity investments using the equity method
. o 6 82 (35) 47
and other income from equity investments
960 1,090 5,985 6,258
Minority interests (3)
Consolidated Financial Statements (*) 9260 1,090 5,985 6,255

(*) Shareholders’ equity attributable to Snam shareholders.

Net financial debt
(million of €) 31.12.2018 31.12.2019 Change
Financial and bond debt 13,420 14,774 1,354
Short-term financial debt (*) 3,633 4,125 492
Long-term financial debt 9,787 10,628 841
Lease liabilities (**) 21 21
Financial receivables and cash and cash equivalents (1,872) (2,851) (979)
Cash and cash equivalents (1,872) (2,851) (979)
11,548 11,923 375

(*) Includes the current portion of non-current financial liabilities.

(**)Including non-current lease liabilities (€15 million) and the current portion of non-current lease liabilities (€6 million).

Net financial debt was€11,923 million at 31 December
2019, compared with € 11,548 million at 31 December 2018.
The net cash flow from operations (€1,486 million) allowed
us to fully cover the financial requirements associated with
netinvestments (€1,004 million) and to generate a free

cash flow of €482 million. The net financial debt, after cash
flows from self-owned capital deriving from the payment to
shareholders of the 2018 dividend (€746 million, of which
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an interim dividend of €298 million and €448 million for the
balance) and the acquisition of treasury shares (€39 million),
recorded an increase of €375 million compared with 31
December 2018, including non-monetary components
related to financial debt (€75 million), which refer mainly to
the change in the scope of consolidation and the financial
debt recorded through the application of IFRS 16 “Leasing”.
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Financial and bond debts at 31 December 2019, amounting
to €14,774 million (€13,420 million at 31 December 2018),
break down as follows:

(million of €) 31.12.2018 31.12.2019 Change
Bonds 8,446 9,048 602
- short term (*) 913 1,439 526
Bank loans 4,749 3,704 (1,045)
- short term (*) 2,495 685 (1,810)
Euro Commercial Paper - ECP (**) 225 2,001 1,776
Lease liabilities (**) 21 21

13,420 14,774 1,354

(*) Includes the current portion of non-current financial liabilities.
(**)Entirely short-term.

Bond loans (€9,048 million) rose by €602 million compared
with 31 December 2018 following the issuing of: (i) the
Climate Action Bond, for a nominal amount of €500 million,
fixed rate with a maturity date of 28 August 2025; (i) a
Private Placement of a nominal amount of €250 million,
fixed rate with a maturity date of 7 January 2030; (iii) a

dual tranche bone with a nominal amount of, respectively,
€700 and €600 million, making a total of €1.3 billion,

fixed rate with maturity dates, respectively of 12 May

2024 and 12 September 2034. These changes were offset:
(i) by the repayment of a fixed rate bond maturing on

18 January 2019, for a nominal amount of €519 million;

(i) the repayment of a fixed rate bond loan maturing on

24 April 2019, of a nominal amount of €225 million; (iii) the
repayment of a JPY 10 billion bond maturing on 25 October
2019 of a nominal amount of €83 million; (iv the repurchase
on the market of fixed-rate bonds for a total nominal value
of €597 million with an average coupon of 1.3% and a
residual duration of approximately 3.9 years; (v) the dynamics
of accrued interest.

Bank loans (€3,704 million) fell by €1,045 million essentially
following the lower net use of uncommitted lines of

credit (€1,301 million). This effect was partly offset by the
signing with the European Investment Bank - EIB: (i) on

28 January 2019 of a loan for projects promoted by Snam
Rete Gas and Stogit, of a nominal amount of €135 million,

at a fixed rate, to be repaid through an amortisation plan
expiring in 2038; (ii) on 6 June 2019 of a loan supporting
investments promoted by the subsidiary Snam4Mobility

for the construction of CNG and L-CNG refuelling stations,
for a nominal amount of €25 million, at a fixed rate, to be
repaid through an amortisation plan expiring in 2031; (iii) on
31 July 2019 a loan for Snam Rete Gas projects, for a nominal
amount of €105 million at a fixed rate to be repaid through
an amortisation plan expiring in 2039.

The Euro Commercial Papers (€2,001 million) involve
unsecured short-term securities issued on the money market
and placed with institutional investors.

Cash and cash equivalents (€2,851 million) refer mainly to
bank current and deposit accounts that can be collected
quickly (€2,054 million) and short-term liquidity use
transactions, due in less than three months, with banking
institutions with high credit ratings (€750 million) and to
cash and cash equivalents at Snam International BV (€20
million) and Gasrule Insurance DAC (€19 million).

At 31 December 2019, Snam had unused committed long-
term credit lines worth €3.2 billion.

Information on financial covenants can be found in Note 18
- "Short-term financial liabilities, long-term financial liabilities
and short-term portions of long-term liabilities” of the Notes
to the consolidated financial statements.
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RECLASSIFIED STATEMENT OF CASH FLOWS

The reclassified statement of cash flows below summarises the legally required
financial reporting 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 (ii)
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 (*)

2017  (million of €) 2018 2019
897 Net profit 960 1,090
Adjusted for:
511 - Amortisation, depreciation and other non-monetary components 543 527
4 - Net capital losses (capital gains) on asset sales and eliminations 12 8
585 - Dividends, interest and income taxes 557 552
334 Change in working capital due to operating activities 185 (264)
(467) Dividends, interest and income taxes collected (paid) (431) (427)
1,864 Net cash flow from operating activities 1,826 1,486
(1,016)  Technical investments (849) (954)
3 Technical disinvestments 2
(166) Companies leaving (entering) the scope of consolidation and business units (38) (41)
(75) Equity investments (144) 12
(154) Change in long-term financial receivables (a) 371 (5)
(33) Other changes relating to investing activities (7) (16)
423 Free cash flow 1,161 482
(350) Change in current financial assets 350
Payment of lease liabilities (6)
1,540 Change in current and non-current financial liabilities 799 1,285
(928) Equity cash flow (b) (1,157) (782)
685 Net cash Flow For the period 1,153 979
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Change in net financial debt

2017  (million of €) 2018 2019

423 Free cash flow 1,161 482
Effect of first-time application of IFRS 9 10

Financial payables and receivables from companies entering the scope of consolidation (6) (47)

(928) Equity cash flow (b) (1,157) (782)

Change in lease liabilities (25)

11 Other changes (c) (6) (3)

(494) Change in net financial debt 2 (375)

(*)  Forthe reconciliation of the reclassified balance sheets with the compulsory format, please see the paragraph “Reconciliation of the reclassified financial
statements with the compulsory formats” below.

The value of 2018 includes the receipt related to the reimbursement by TAP of Shareholders’ loan.

Includes cash flow and payment to shareholders of the dividend.

Include the effects of adjustment to the year-end exchange rate of financial payables in foreign currency.

DA
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RECONCILIATION OF THE RECLASSIFIED FINANCIAL STATEMENTS WITH THE COMPULSORY

FORMATS

Reclassified statement of Financial position

(million of €) 31.12.2018 31.12.2019
Reference Partial Amount Partial e —
Reclassified statement of financial position items to notes to amount from amount from
(Where not expressly stated, the component is consolidated Ffrom legally . from legally e
taken directly from the legally required Format) financial required reclassified required s e
statements format Format format Format
Fixed capital
Property, plant and equipment 16,153 16,439
Compulsory inventories 363 363
Intangible assets 907 990
Equity investments composed of: 1,750 1,828
- Investments valued using the equity method 1,710 1,787
- Otherinvestments 40 41
Non-current financial assets (Note 9) 11 3
Net payables for investments, consisting of: (328) (312)
- Payables for investment activities (Note 19) (337) (320)
- Receivables from investment/divestment activities (Note 9) 9 8
Total fixed capital 18,856 19,311
Net working capital
Trade receivables (Note 9) 1,247 1,217
Inventories 109 112
Tax receivables, consisting of: 26 35
- Current income tax assets and other current tax assets 17 26
- IRES receivables for national tax consolidation scheme (Note 9) 9 9
Trade payables (Note 19) (491) (487)
Tax payables, consisting of: (23) (35)
E;Jt:irl?triw(:;ncome tax liabilities and other current tax 23) 35)
Deferred tax liabilities (134) (106)
Provisions for risks and charges (665) (713)
Derivative hedging instruments (N;)rt]zS;OZ) (29) (63)
Other assets, consisting of: 105 185
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(million of €) 31.12.2018 31.12.2019
Reference Partial Amount Partial Amount

Reclassified statement of financial position items to notes to amount from amount from

(Where not expressly stated, the component is consolidated Ffrom legally . from legally e

taken directly from the legally required format) financial required reclassified required reclassified
statements format format format Eoaat

- Other receivables (Note 9) 72 142

- Other current and non-current assets (Note 12) 33 43

Assets and liabilities from regulated activities, consisting of: (363) (145)

- Regulated assets (Note 12) 26 2

- Regulated liabilities (Note 20) (389) (147)

Other liabilities, consisting of: (1,041) (1,094)

- Other payables (Note 19) (940) (994)

- Other current and non-current liabilities (Note 20) (101) (100)

Total net working capital (1,259) (1,094)

Provisions for employee benefits (64) (46)

Assets held for sale and directly related liabilities, -

consisting of:

- Assets held for sale 10

NET INVESTED CAPITAL 17,533 18,181

Snam shareholders’ equity 5,985 6,255

Minority interests 3

Net financial debt

Financial liabilities, consisting of: 13,420 14,774

- Long-term financial liabilities 9,787 10,643

- Short-term portion of long-term financial liabilities 1,657 1,675

- Short-term financial liabilities 1,976 2,456

/C—';/;if:sct/’cfz; rz/c{.eivab(es and cash and cash equivalents, (1872) (2.857)

- Short-term financial receivables

- Cash and cash equivalents (Note 8) (1,872) (2,851)

Total net Financial debt 11,548 11,923

COVERAGE 17,533 18,181
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(million of €) 2018 2019
Partial Amount Partial Amount
Items from the reclassified statement of cash flows fromallz ;:lrll; from fromalr: ;:IT; from
and reconciliation with the legally required format required reclassified T reclassified
Format format Format format
Net profit 9260 1,090
Adjusted for:
Amortisation, depreciation and other non-monetary components: 543 527
- Amortisation and depreciation 682 722
- Impairment losses 8 30
- Equity method valuation effect (157) (218)
- Other expense from equity investments 4
- Change in provisions for employee benefits 7 (18)
- Other changes 3 7
Net capital losses (capital gains) on asset sales and eliminations 12 8
Interest and income taxes: 557 552
- Dividends @) (2)
- Interestincome (12) (11)
- Interest expense 230 190
- Income taxes 341 375
Change in working capital due to operating activities: 185 (264)
- Inventories (33) (43)
- Trade receivables 41 38
- Trade payables 76 (28)
- Change in provisions for risks and charges 9 6
- Other assets and liabilities 92 (237)
Dividends, interest and income taxes collected (paid): (431) (427)
- Dividends collected 151 134
- Interest collected 4 11
- Interest paid (230) (185)
- Income taxes (paid) received (356) (387)
Net cash Flow from operating activities 1,826 1,486
Technical investments: (849) (954)
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(million of €) 2018 2019
Partial Amount Partial Amount
Items from the reclassified statement of cash flows Fromalr: ::IT; from fromallz ;:ll;; from
and reconciliation with the legally required format required reclassified e reclassified
Format format Format format
Property, plant and equipment (772) (852)
- Intangible assets (77) (102)
Technical disinvestments: 2
Property, plant and equipment 2
Co.mpanies leaving (entering) the scope of consolidation and business (39) @1)
units
Equity investments (144) 12
- Investments in shares (165) (24)
- Disinvestments in shares 21 36
Non-current financial assets 371 (5)
- Taking out long-term financial loans (148) (5)
- Repayment of long-term financial loans 519
Other changes relating to investment activities: (7) (16)
- Fhange in net payables relating to technical investments and equity @ (16)
investments
Free cash flow 1,161 482
Change in current financial assets 350
Change in financial payables: 799 1,279
- Taking on long-term financial debt 1,810 2,877
- Repaying long-term financial debt (1,608) (2,070)
- Increase (decrease) in short-term financial debt 597 478
- Repayment of lease liabilities (6)
Equity cash flow (1,157) (782)
- Dividends paid (731) (746)
- Capital contributions from third-parties 3
- Acquisition of treasury shares (426) (39)
Net cash Flow For the period 1,153 979
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