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Natural gas distribution

Natural gas distribution takes place on a concession basis
whereby the local state bodies entrust the service to opera-
tors that carry the gas using local networks from the deliv-
ery points at the reduction and measuring cabins (city-
gates) to the gas distribution network redelivery points for
the end customers (households, businesses, etc.). The serv-
ice is provided to retail companies authorised to sell gas to
the end customers by transporting the gas on urban net-
works. Italgas distributes natural gas using an integrated
infrastructure system, which it mostly owns, consisting of
cabins for gas withdrawal from the transportation network,
pressure reduction cabins, a local transportation network, a
local distribution network, derivation systems and redeliv-

Performance of the acquirees

ery points consisting of technical equipment housing
meters for the end users (households, commercial compa-
nies, the services sector and SMEs.

The Electricity and Gas Authority has introduced a new
method to determine gas carriage tariffs in its resolution
no. 159/08 applicable from 1 January 2009 and for the
entire four years of the regulatory period (ie, until 2012).
The main variation is the method used to determine rev-
enue due to the gas distributors for their services. Before
introduction of the above resolution, this revenue was
determined using the tariffs set by the Authority for the
effectively carried volumes in the reference period. Now,
however, total revenue for each year of the regulatory peri-
od equals an amount decided when the tariff requests are
approved, called the Total Revenue Limit (VRT - Vincolo dei
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Ricavi Totali), being the maximum remuneration recog-
nised by the Authority for each operator to cover its costs.
Any positive or negative differences between the Total
Revenue Limit and the revenue arising from the amounts
invoiced for the volumes effectively carried by the carriers
are settled using an equalisation mechanism with receiv-
ables and payables due from and to the Cassa Conguaglio
del Settore Elettrico. Therefore, revenue is distributed over
the year on a constant basis rather than being based on the
seasonality of the carried volumes. Following application of
this criterion, carriage revenue for the six months ended 30
June 2009 equalled 50% of the company’s annual Total
Revenue Limit while the revenue for the corresponding
period of 2008, calculated considering the actual gas vol-
umes carried, was approximately 60% of the annual rev-

enue. It is clear that this effect will be absorbed in the sec-
ond half of the year and, moreover, the tariff method intro-
duced by resolution no. 159/08 should not lead to a
decrease in total annual revenue. Italgas and its group com-
panies sent the Electricity and Gas Authority their 2009 tar-
iff proposals within the deadline of 30 April 2009. The
Authority issued resolution no. 79/09 on 30 June 2009
which introduced variations to the previous resolution no.
159/08. They include the deferral of the original deadline of
30 June to year end for approval of the Total Revenue Limit
due for 2009 to each distribution company and introduc-
tion of a gradual increase mechanism in the new regulatory
period to adjust the previous tariffs in order to cover the
higher depreciation expense compared to that already pro-
vided for in the RAB.

Key financial figures" (€m) First half Change Change%
including Acqua including Acqua
2008 Campania 2008 Campania 2009

781 49  Core business revenue 449 23 396 (53) (11.8)
323 5 EBIT 219 3 195 (24) (11.0)
228 3 Profit 141 126 (15) (10.6)

288 Investments 118 162 44 373
3,237 (20) Netinvested capital 2,996 11 3,118 122 4.1
1,134 (30) Net financial position (debt) 987 (19) 1,113 126 12.8
(7) 5  Free cash flow 160 (7) 267 107 66.9

For comparative purposes, the following comments do
not consider Acqua Campania’s figures for the six
months ended 30 June 2008 as it was not consolidated

(as disclosed in the footnote).
Core business revenue (€ 396 million) is analysed
below.

(€m) First half Change Change%
2008 2009
Carriage revenue (*) 409 382 27) (6.6)
Technical assistance, engineering, information technology and other services 13 11 (2) (15.4)
Water distribution 2 2
Sales of materials 2 1 (1) (50.0)
426 396 (30) (7.0)

(*) Carriage revenue for the first half of 2008 is shown net of payments borne by the users which go to the Fondo Nazionale di Compensazione (€ 5 million). These payments

are no longer required by resolution no. 159/08.

Gas carriage revenue decreased by € 27 million in the first
half of 2009 compared to the corresponding period of
2008. Such reduction is mainly due to the different meth-

ods used to recognise revenue in 2009 as described earlier.
EBIT amounts to € 195 million, down € 21 million, or 9.7%,
compared to the corresponding period of 2008. The

() The figures at 30 June 2009 do not include the consolidation of Acqua Campania S.p.A. as Italgas no longer has full control thereof. For comparative purposes,
the figures for the first six months and 12 months of 2008 are shown with separate mention of those for Acqua Campania S.p.A.. Measurement of the investment
using the equity method does not change the profit for the period/year and equity attributable to the owners of the parent.
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decrease is mainly due to: (i) smaller core business revenue
(-€ 30 million), principally attributable to the different
method used to recognise carriage revenue in 2009 (-€ 27
million); (ii) smaller operating costs (€ 12 million), deriving
from the reduction in personnel expense (€ 10 million) and
external costs for purchases, services and other services (€
2 million).

Italgas group’s profit for the period (€ 126 million)
decreased by € 15 million (-10.6%) mainly due to the com-
bined effect of the following: (i) smaller EBIT of € 21 million;
(ii) smaller net financial expense of € 2 million; (iii) smaller
net gains on investments of € 1 million; and (iv) smaller

income taxes of € 5 million, due to the downturn in the
profit.

Investments came to € 162 million (€ 118 million in the
corresponding period of 2008). They include grants of € 13
million but do not include the acquisition of the business
unit which distributes gas in the municipalities of Settimo
Torinese and Brandizzo (€ 18 million). The investments
related to new constructions, improvements to existing
networks and, specifically, the gas meter replacement proj-
ect.

Net financial debt amounted to € 1,113 million, a decrease
of € 21 million on 31 December 2008.

(€m) 31.12.2008 30.06.2009 Change

Financial liabilities 1,200 1,151 (49)
Short-term financial liabilities 663 614 (49)
Current portion of long-term financial liabilities 2 2
Long-term financial liabilities 535 535
Financial assets and cash and cash equivalents (66) (38) 28
Financial receivables not held for operating activities (2) 2
Cash and cash equivalents (64) (38) 26

1,134 1,113 (21)

Financial liabilities are due to Eni S.p.A..

The reduction in net financial debt is mainly due to the
decrease in short-term financial liabilities (€ 49 million) and
cash and cash equivalents (€ 26 million).

The average cost of borrowing for the six months was 2.72%.
The long-term loans are due after more than seven years.
A breakdown of the liabilities by type of interest rate at 30
June 2009 is as follows:

(€m) 31.12.2008 % 30.06.2009 % Change
. Floating rate 850 71 801 70 (49)
. Fixed rate 350 29 350 30

1,200 100 1,151 100 (49)

Natural gas storage

Natural gas storage in Italy takes place on a concession basis
and matches the different gas supply and consumption
requirements. Supplies are fairly constant throughout the
year while demand is highly seasonal with demand signifi-
cantly greater in winter than in summer. Storage activities
can be splitinto two stages: (i) injection, usually in the peri-
od from April to October, which consists of the injection of
natural gas from the national transportation network into

storage; and (ii) supply, usually in the period from
November to March of the subsequent year, when the gas is
taken from the deposits, treated and redelivered to the cus-
tomers using the transportation network. The storage activ-
ities include an integrated infrastructure consisting of
deposits, gas treatment systems, compression stations and
the operating dispatching system.

Stogit is currently the largest Italian operator and one of the
main European players with eight storage fields in
Lombardy (four), Emilia Romagna (three) and Abruzzo
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(one). It makes its storage capacity available based on tech-
nical and financial efficiency criteria and using an integrated

system able to comply with the modulation services
requested in line with the available storage capacity.

Key financial figures (€m) First half Change Change%
2008 2008 2009
304 Core business revenue 171 183 12 7.0
172 EBIT 111 123 12 10.8
83 Profit 59 69 10 16.9
255 Investments 98 133 35 357
1,874 Netinvested capital 1,784 1,991 207 11.6
938 Net financial position (debt) 872 1,068 196 225
(22) Free cash flow 34 (47) (81)
Core business revenue (€ 183 million) may be analysed as follows:
(€m) First half Change Change%
2008 2008 2009
234  Modulation and mining storage 138 138
7 Use of provisions for tariff recognition 2 11 9
241 Total modulation revenue 140 149 9 6.4
63 Strategic storage 31 34 3 9.7
304 Total storage activities 171 183 12 7.0
304 171 183 12 7.0

Core business revenue (€ 183 million) increased by € 12
million on the corresponding period of 2008, mainly due to
the tariff adjustment related to remuneration of new invest-
ments. It is shown net of fines and the related accrual to the
provision for risks and future charges.

Storage revenue is mainly earned with Eni S.p.A. (€ 81 mil-
lion) and Enel Trade S.p.A. (€ 30 million).

EBIT recorded for the first half of 2009 of € 123 million
increased by € 12 million compared to the corresponding
period of 2008, principally as a result of the higher core
business revenue. The downturn in operating costs, mainly
due to the smaller fixed costs (€ 3 million) was offset by the
higher depreciation and amortisation expense (€ 3 million).
The profit for the period (€ 69 million) increased by € 10
million due to the higher EBIT (+€ 12 million) and smaller
net financial expense (+€ 4 million), the effect of which was
partly offset by greater income taxes (-€ 6 million).
Investments (€ 133 million) increased by 35.7% on the cor-
responding period of 2008. They are classified in accor-
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dance with resolution no. 50/06 which identifies three cat-
egories, each of which has a different increase in the base
remuneration of 7.1%.

Investments made in the six months mainly related to those
with a 4% incentive over 16 years, amounting to € 97 mil-
lion, up € 74 million on the first half of 2008. This increase is
principally due to the ongoing development of the new lev-
els of the Treste River which, as scheduled, led to a prelimi-
nary increase in capacity of 150 million scm, made available
to the market for the 2009-2010 thermal year, compared to
a total forecast volume of 1,700 million scm.

Net financial debt amounted to € 1,068 million, an
increase of € 130 million compared to 31 December 2008.
Net cash inflows from operating activities (+€ 101 million)
only covered part of the group’s financial requirements for
net investment outlays (-€ 147 million) and the payment of
dividends to the ultimate parent, Eni S.p.A. (-€ 82 million).
Long-term loans, including the current portion, have an
average maturity of two years.
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A breakdown of the liabilities by type of interest rate at 30 June 2009 is as follows:

(€m) 31.12.2008 % 30.06.2009 % Change
Floating rate (*) 537 57 667 62 130
Fixed rate 401 43 401 38 0

938 100 1,068 100 130

(*) Floating rate debt includes loans and short-term current account facilities.

All the financial liabilities are due to Eni and they are all
in Euros. 3.5%.

The average cost of borrowing for the six months was
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Business risk management and outlook

Introduction

Reference should be made to the notes to the consolidated
financial statements at 31 December 2008 for a description
of market, credit and liquidity risks and related manage-
ment policies. This section provides an update of the
group’s key risk factors. The subsequent section comments
on operating risk and the specific risks related to the natu-
ral gas carrier and storage activities. No further risks and
uncertainties are expected to be encountered in the sec-
ond half of the year.

Market risk

Interest rate risk

Interest rate fluctuations affect the fair value of the group
companies’ financial assets and liabilities and net financial
expense.

Part of the loans bear interest rates indexed to market rates,
especially the Euribor. Therefore, fluctuations in interest
rates could affect the cost of floating rate financing which
amounts to € 4,541 million at 30 June 2009 (€ 2,524 million
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at 31 December 2008), including € 1,461 million for the
acquirees, equal to 47% of the group’s financial debt (40% at
31 December 2008). Assuming a 10% increase/decrease in
interest rates, the group’s profit for the period would
decrease or increase by € 2 million.

Other price risk

Snam Rete Gas uses nearly all the gas purchased as fuel for
its compression stations. The cost of such gas in the first half
of 2009 was € 56 million (€ 52 million in the first six months
of 2008). As shown in the 2008 Annual Report, the current
tariff system establishes that these costs are recognised
considering the 2004 financial statements data and updat-
ed using the price capping mechanism for the current regu-
latory period.

Credit risk

The group did not encounter significant cases of defaulting
customers in the period. Its maximum exposure to credit
risk at period end is based on the carrying amount of its
financial assets. At 30 June 2009, overdue but not impaired
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receivables (as there is no doubt about their collection)
amount to € 31 million (€ 13 million at 31 December
2008), including € 14 million related to the acquirees. The
group is not exposed to significant credit risk. At period
end, roughly 76% of its receivables (81% at 31 December
2008) were due from very reliable customers, including the
ultimate parent, Eni S.p.A., whose receivables made up
approximately 49% of the total (50% at 31 December 2008).

Liquidity risk

At present, the group believes that cash flows from its
operations and its current financial and capital structure
can reasonably allow access to a wide range of financing
from the capital market and banks at normal market con-
ditions. Moreover, Snam Rete Gas entirely finances itself
through the ultimate parent, Eni S.p.A.. Therefore, should
Eni S.p.A. sell control of Snam Rete Gas, there is no guaran-
tee that the company would be able to obtain loans and
financing from other sources at the same conditions as
those currently applied.

Operating risk

Risks related to the expiry of gas distribution conces-
sions/contracts held by Italgas and Italgas group compa-
nies and the possible early termination of the conces-
sions by the grantors

Risks related to tenders for the allocation of new gas distri-
bution concessions

At 30 June 2009, the group has more than 1,400 natural gas
distribution concessions covering the whole of Italy.

Upon the legal expiry of concessions and contracts held by
Italgas and Italgas group companies or should the munici-
pal authorities terminate the concessions in advance, the
local bodies call tenders to assign the new gas distribution
concessions. Following these tenders, Italgas and Italgas
group companies may not be awarded one or more of the
new concessions or they could be awarded the concessions
at less favourable conditions to those currently applied,
with possible adverse effects on the group’s operations,
financial position and financial performance. This would
not, however, prejudice their collection of the compensa-
tion due to the outgoing concession holder should it not be
re-awarded the concession.

Risks relating to title to gas storage concessions

Stogit has ten gas storage concessions, of which one expires
on 14 June 2012, eight on 1 January 2017 and one on 6
November 2021. They can all be extended by the Ministry
for Economic Development twice for ten years each time
pursuant to article 1.61 of Law no. 239/2004. Should Stogit
be unable to maintain title to one or more concessions or,
upon renewal, be awarded the concession at less favourable
conditions to those currently applied, this could have an
adverse effect on its operations, financial position and
financial performance.

Outlook

Natural gas storage

Domestic gas demand

Based on natural gas consumption trends in the first six
months of 2009 and the currently available information,
natural gas demand at year end is forecast to decrease on
the end of 2008.

Investments

Snam Rete Gas confirms its investment plan to upgrade its
transportation infrastructure in the four years from 2009 to
2012. The forecast outlay of roughly € 4.3 billion, including
approximately € 1 billion in 2009, will ensure, inter alia,
higher safety levels and greater flexibility.

Efficiency

The group will continue to focus on operating efficiency in
2009, benefitting from the available organisational and
technological tools.

Natural gas distribution

Based on the development investments made, the number
of active redelivery points is expected to increase slightly at
year end.

Natural gas storage

The group communicated its total capacity for the servic-
es offered in the thermal year 2009-2010 of approximate-
ly 14 billion cubic metres, up roughly 0.3 billion cubic
metres on the maximum available capacity for the previ-
ous thermal year.
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Glossary

The financial, commercial, technical and measuring unit
glossary is available on the company’s internet site
www.snamretegas.it. The most frequently used terms are as
follows.

Financial terms

Adjusted profit

Adjusted profit is profit net of non-recurring transactions
and other special items. The income-generating items are
classified as special items, when material, if: (i) they derive
from events or transactions of a non-recurring nature or
transactions or events that occur infrequently during nor-
mal business activities; or (ii) they derive from events or
transactions that do not form part of the company’s normal
business activities. Consob resolution no. 15519 of 27 July
2006 provides that income-generating items deriving from
non-recurring transactions or events are disclosed, when
material, separately in the directors’ report and in the notes
to the financial statements.

Controllable fixed costs

These are the operating fixed costs of the regulated activi-
ties being the sum of “Total recurring personnel expense”
and “Recurring external operating costs” as described in the
section on the “Comments on the results” of the directors’
report.

Leverage

Financial structure indicator; measures the degree of debt
and is calculated as the ratio of net financial debt to net
invested capital.

Operating profit (EBIT)

Difference between revenue and cost of goods sold in a cer-
tain period. The profit or loss of operations before costs and
revenue from financial transactions and taxes.

TRANSPORTATION AND
REGASIFICATION

Commercial terms

National network entry point

Each of the points or a local group of physical points on the
national pipeline network where the gas is delivered by the
Shipper to the Transporter.
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Network code
Set of rules governing the rights and obligations of parties
involved in the supply of a transportation service.

Regasification tariffs

Unit prices applied to the regasification service. They include
tariffs for used capacity (“Capacity”) and tariffs for unit of
energy transported (“Commodity”) connected, respectively,
to the regasification capacity required by the Shippers and
the volume of gas unloaded from the methane tankers.

Regolatory period

A period of time, usually four years, for which the regulations
are defined for the service of transportation and dispatching
of natural gas and regasification of liquefied natural gas. The
first regulatory period started on 1 October 2001 and ended
on 30 September 2005. The second regulatory period for
the transportation activity began on 1 October 2005 and
will end on 30 September 2009, while for the regasification
activity it has been provisionally reduced to three years
beginning on 1 October 2005 to end on 30 September
2008. The third regulatory period began on 1 October 2008
and will end on 30 September 2012.

Thermal year

A period of time into which the regulation period is divided
and that runs from 1 October to 30 September of the fol-
lowing year.

Transportation tariffs

Unit prices applied to the natural gas transportation and
dispatching service. They include tariffs for used capacity
(“Capacity”) and tariffs for unit of energy transported
(“Commodity”) connected, respectively, to the transporta-
tion capacity requested by the Shippers and to the volume
of gas injected into the network.

Technical terms

Liquefied natural gas (LNG)

Natural gas, mainly consisting of liquefied methane cooled
at approximately -160°C under normal atmospheric pres-
sure in order to make it suitable for transportation by special
ships (methane tankers) or for storage in tanks. In order to
be injected into the transportation network, the liquid prod-
uct must first be reconverted into its gas state in regasifica-
tion plants and brought up to pressure in the pipelines.
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Commercial terms

Concession

Contract whereby the local body entrusts a company with
management of a service that falls within the body’s business
object and for which the company takes on the operating risk.

End customers
Customers that purchase gas for their own use.

Gas distribution service

Natural gas transportation service using local pipelines from
one or more delivery points to redelivery points, usually at
low pressure in urban areas, for delivery to end customers.

Network code
Set of rules governing the rights and obligations of parties
involved in the supply of a distribution service.

Sales or retail company
Company that sells gas under a contract providing access of
networks managed by a Distributor.

Thermal year
A period of time into which the regulatory period is divided
equal to the calendar year.

Technical terms

Carried gas
The volume of gas redelivered to the users of distribution
networks at the redelivery points.

Equalisation
The difference between revenue for the period (6/12 of
annual VRT) and that invoiced to the distribution compa-
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nies based on volumes carried. The net positions with the
Cassa Conguaglio Settore Elettrico are defined at the end of
the thermal year and settled in financial terms during the
year by advances.

VRT (Total Revenue Limit)

Total revenue allowed by the supervisory body for the distri-
bution companies to cover the cost of providing the distri-
bution and measuring services.

NATURAL GAS STORAGE

Commercial terms

Injection stage
Period from 1 April to 31 October of the same year.

Supply stage
Period from 1 November of each year to 31 March of the
subsequent year.

Thermal year
Period from 1 April of each year to 31 March of the subse-
quent year.

Technical terms

Field storage
Necessary for technical and financial reasons and to allow
the best cultivation of natural gas fields in Italy.

Modulation storage
Aimed at satisfying modulation of hourly, daily and season-
al demand trends.

Strategic storage

Aimed at stop gapping or covering reductions in supplies of
non-EU imports or gas system crises.
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Consolidated balance sheet

(€m) 31.12.2008 30.06.2009
Total including with Total including with
related parties related parties
ASSETS
Current assets
Cash and cash equivalents (NOTE 1) 38 37
Trade and other receivables (NOTE 2) 452 289 623 359
Inventories (NOTE 3) 128 493
Current tax assets (NOTE 4) 1 1
Other current tax assets (NOTE 4) 2 4
Other current assets (NOTE 5) 52 6 58 4
635 1,217
Non-current assets
Property, plant and equipment (NOTE 6) 10,549 15,508
Compulsory inventories (NOTE7) 411
Intangible assets (NOTE 8) 39 738
Equity-accounted investments (NOTE9) 280 280
Other investments (NOTE9) 2 2
Other financial assets 1 1
Other non-current assets 3 1 9
10,592 16,949
Assets held for sale (NOTE10) 37
TOTAL ASSETS 11,227 18,203
LIABILITIES AND EQUITY
Current liabilities
Short-term financial liabilities (NOTE11) 1,023 1,023 2,156 2,156
Short-term portion of long-term financial liabilities (NOTE 15) 14 14 14 14
Trade and other payables (NOTE 12) 536 129 958 291
Current tax liabilities (NOTE 13) 1 11
Other current tax liabilities (NOTE 13) 4 12
Other current liabilities (NOTE 14) 52 25 103 54
1,630 3,254
Non-current liabilities
Long-term financial liabilities (NOTE 15) 5,200 5,200 7,536 7,535
Provisions for risks and charges (NOTE 16) 52 612
Provisions for employee benefits 29 108
Deferred tax liabilities (NOTE17) 487 969
Other non-current liabilities (NOTE 18) 256 19 310 29
6,024 9,535
Liabilities directly associated with assets
held for sale (NOTE 10) 12
TOTAL LIABILITIES 7,654 12,801
EQUITY (NOTE 19)
Equity attributable to owners of the parent:
Share capital 1,956 3,570
Consolidation reserve (1,585)
Share premium reserve 116 1,976
Other reserves 1,190 1,164
Retained earnings 733 836
Profit for the period 530 234
Treasury shares (794) (794)
Interim dividend (158)
Total equity attributable to owners of the parent 3,573 5,401
Total equity attributable to non-controlling interests 1
TOTAL EQUITY 3,573 5,402
TOTAL LIABILITIES AND EQUITY 11,227 18,203
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Consolidated income statement

(€m) First half 2008 First half 2009
including with including including with including
Total related parties non-recurring Total related parties non-recurring
REVENUE (NOTE 22)
Core business revenue (NOTE 22) 934 689 917 621
Other revenue and income 6 2
Total revenue 940 919
OPERATING COSTS (NOTE 23)
Purchases, services and other costs (143) (92) (173) (92)
Personnel expense (56) (54)
Amortisation, depreciation
and impairment losses (2471) (248)
OPERATING PROFIT 500 444
FINANCIAL INCOME (EXPENSE) (NOTE 24)
Financial income 1 1
Financial expense (123) (120) (71) (67)
Derivatives (*) 12 12 (21) (21)
(110) (91)
PROFIT BEFORE TAX 390 353
Income taxes (NOTE25)  (131) (119)
Profit for the period 259 234
Attributable to:
- attributable to owners of the parent 259 234
- attributable to non-controlling interests
259 234
Earnings per share on the basis of the profit
attributable to owners of the parent (NOTE 26)
(€ per share)
- Basic 0.15 0.13
- Diluited 0.15 0.13

(*) Beginning from the financial statements at 31 December 2008 and in order to give a better presentation of the income statement, financial income and expense are stat-
ed separately and give separate mention of gains and losses on derivatives; the 2008 first half year figures have been reclassified accordingly.

Statement of comprehensive income

(€m) First half 2008 First half 2009
Profit for the period 259 234
Other comprehensive income
Fair value gains (losses) on hedging derivatives - cash flow hedges (effective portion) 47 (36)
Tax effect of other comprehensive income (13) 10
Total other comprehensive income (after tax) 34 (26)
Total comprehensive income 293 208
. attributable to:
- attributable to owners of the parent 293 208
- attributable to non-controlling interests

293 208
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Statement of changes in consolidated equity

Snam Rete Gas consolidated equity Share  Share Legal Treasury Other Hedging Interim Consoli- Retained Profit  Total Non- Total
capital pre- reserve  shares reserves reserve dividend dation earnings forthe control- | equity
mium *) *) reserve period ling
(€m) reserve interests
Equity at 31 December 2007 1,956 115 391 (794) 795 82 (141) 509 594 3,507 3,507
Transactions with shareholders:
- Distribution of ordinary dividend
(0.13 € per share, commenced with the
interim dividend of 0.08 € per share) 141 (370) (229) (229)
- Allocation of remaining 2007 profit 224 (224)
141 224 (594) (229) (229)
Comprehensive income
for the first half of 2008 34 259 293 293
Equity at 30 June 2008 1,956 115 391 (794) 795 116 733 259 3,571 3,571
Transactions with shareholders:
- 2008 interim dividend
(0.09 € per share) (158) (158) (158)
- Issue of shares for stock options
and stock grants 1 1 1
1 (158) (157) (157)
Comprehensive income
for the second half of 2008 (112) 271 159 159
Equity at 31 December 2008 (NOTE19) 1,956 116 391 (794) 795 4 (158) 733 530 3,573 3,573
Transactions with shareholders:
- Share capital increase 1,614 1,860 (22) 3,452 3,452
- Distribution of ordinary dividend
(0.14 € per share, commenced with
the interim dividend of 0.09 € per share) 158 (405) (247) (247)
Allocation of remaining 2008 profit 125 (125)
1,614 1,860 158 103 (530) 3,205 3,205
Other changes in equity:
- Effects of Italgas and Stogit acquisition (1,585) 11(1,584)
(1,585) 1((1,584)
Comprehensive income
for the first half of 2009 (26) 234 208
Equity at 30 June 2009 (NOTE19) 3,570 1,976 391 (794) 795 (22) (1,585) 836 234 5,401 15,402

(*) Following the changes in the financial statements formats introduced by IAS 1 “Presentation of financial statements”, the statement of changes in consolidated equity
shows the comprehensive income and the reserves including “Other comprehensive income”. Therefore, the hedging reserve is indicated separately and the figures for
the corresponding period have been reclassified from “Other reserves” to the caption “Fair value gains (losses) on hedging derivatives - cash flow hedges”.
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Consolidated statement of cash flows

First half
(€m) 2008 2009
Profit for the period 259 234
Amortisation and depreciation (NOTE 23) 241 248
Net impairment losses 1
Change in provisions for risks and charges 17
Losses on disposal of assets, net 4
Interest income (14) (2)
Interest expense 122 91
Income taxes (NOTE 25) 131 119
Other adjustments 1 2
Cash flows from operating activities before changes in working capital 741 713
Changes:
- Inventories (18) 1
- Trade and other receivables 130 69
- Other assets (5) (4)
- Trade and other payables 2 (41)
- Other liabilities 47 35
Cash flows from operating activities 897 773
Interest collected 25 4
Interest paid (121) (85)
Income taxes paid (205) (117)
Income taxes reimbursed 4
Net cash flows from operating activities 600 575
- including with related parties (NOTE 28) 427 481
Investments:
- Property, plant and equipment (NOTE 6) (484) (392)
- Intangible assets (NOTE 8) (13) (8)
- Change in consolidation scope (4,471)
- Change in receivables and payables relating to investing activities (40) (116)
Cash flows used for investments (537) (4,987)
Disinvestments
- Property, plant and equipment 2 1
Cash flows from disinvestments 2 1
Net cash flows used in investing activities (535) (4,986)
- including with related parties (NOTE 28) (32) (4,551)
Taking on of long-term financial liabilities 311 9,306
Repayments of long-term financial liabilities (14) (8,314)
Increase (decrease) in short-term financial liabilities (133) 258
Net capital injections 3,446
Dividends paid (229) (247)
Net cash flows used in financing activities (65) 4,449
- including with related parties (NOTE 28) 37 3,042
Net cash flows for the period 0 38
Cash and cash equivalents at start of period (NOTE 1) 0 0
Cash and cash equivalents at end of period (NOTE 1) 0 38
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Additional disclosures

First half 2009

(€m) Partial Total
Change in consolidation scope
Current assets 658

- Cash and cash equivalents 38

- Trade and other receivables 245

- Inventories 367

- Current tax assets

- Other current tax assets

- Other assets
Non-current assets 6,209

- Property, plant and equipment 4,811

- Compulsory inventories 411

- Intangible assets 700

- Equity-accounted investments 280

- Other investments 2

- Other assets 5
Assets held for sale 37
Current liabilities (1,489)

- Short-term financial liabilities (875)

- Short-term portion of long-term financial liabilities (8)

- Trade and other payables (561)

- Current tax liabilities (8)

- Other current tax liabilities 9)

- Other current liabilities (28)
Non-current liabilities (2,475)

- Long-term financial liabilities (1,336)

- Provisions for risks and charges (543)

- Provisions for employee benefits (78)

- Deferred tax liabilities (518)

- Other non-current liabilities
Liabilities directly associated with assets held for sale (12)
Difference between acquisition price and net equity (*) 1,582
Net effect of investments 4,510
Non-controlling interests @]
Acquisition price 4,509
less:
Cash and cash equivalents (38)
Cash flow on investments 4,471

(*) Equal to € 4,509 million and € 2,927 million, respectively.

The acquisition of 100% of Stogit and Italgas from the ultimate parent, Eni S.p.A., is a related party transaction. Additional
information on the transaction is given in the section on the acquisition of Italgas and Stogit in the directors’ report.
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B Background information

Snam Rete Gas S.p.A. is an Italian company listed on the Milan stock exchange with its registered office in Piazza
Santa Barbara 7, San Donato Milanese (M) and controlled by Eni S.p.A. which has a 52.54% stake therein.

The group’s business activities consist of the regulated transportation of natural gas, regasification of liquefied
natural gas (LNG) and the storage and distribution of natural gas. It operates using an integrated system of infra-
structure all based in Italy.

B Basis of preparation and accounting policies

The condensed interim consolidated financial statements have been prepared in line with IAS 34 “Interim
Financial Reporting”. The notes are presented in a short-form version. The consolidation and accounting policies,
disclosed in the notes to the annual consolidated financial statements, to which reference should be made, have
been applied to prepare the condensed interim consolidated financial statements, supplemented by the infor-
mation set out below considering the effects of the change in the consolidation scope. The figures given in the
financial statements and notes thereto are in millions of Euros.

The consolidated companies, unconsolidated subsidiaries, jointly controlled entities, associates and other sig-
nificant investments pursuant to article 126 of Consob resolution no. 11971 of 14 May 1999 and subsequent
amendments are shown separately in the annex “Significant companies and investments at 30 June 2009”,
which forms an integral part of these notes. The annex also shows changes in the consolidation scope during
the period.

The board of directors of Snam Rete Gas S.p.A. approved the condensed interim consolidated financial state-
ments at 30 June 2009 during its meeting of 29 July 2009. They were reviewed by PricewaterhouseCoopers S.p.A..
The scope of a review is significantly less than that of an audit performed in accordance with generally accepted
auditing standards.

B Consolidation policies

Assets, liabilities, expense and income of the consolidated companies are recognised in the consolidated finan-
cial statements on a line-by-line basis. The carrying amount of the investment is eliminated against the parent’s
pro rata share of the investee’s equity.

Business combinations among entities not subject to common control when the group acquires control of an
entity are recognised using the acquisition method. The acquisition cost is the acquisition-date fair value of the
assets acquired, the liabilities assumed, equity instruments issued and any other directly related costs. Acquired
assets and assumed liabilities and contingent liabilities are recognised at the acquisition-date fair value. The dif-
ference between the acquisition cost and fair value of the acquired assets and assumed liabilities and contingent
liabilities is recognised, if positive, under intangible assets as goodwill. If negative and after having checked the
correct measurement of the fair value of the acquired assets and assumed liabilities and contingent liabilities and
the acquisition cost, the difference is taken directly to profit or loss as income.

Business combinations whereby the entities involved are controlled by the same company or the same compa-
nies both before and after the business combination and such control is not temporary qualify as transactions
under common control. They are scoped out from IFRS 3 or the other IFRS. Given the lack of a reference standard,
the selection of an accounting treatment for these transactions, for which a significant influence on future cash
flows cannot be demonstrated, is based on the principle of prudence leading to application of the predecessor
values method for the acquired transferred net assets. The assets are recognised at the carrying amounts shown
in the acquirees’ accounting records before the transaction or, if available, the carrying amounts in the common
parent’s consolidated financial statements. Should the transfer amounts be higher than these historical carrying
amounts, the excess is eliminated adjusting the acquirees’ equity downwards. The equity and profit for the year
attributable to the non-controlling interests are recognised in the relevant financial statements captions. The
equity attributable to the non-controlling interests is determined on the basis of the fair values allocated to
assets and liabilities on the date when control is assumed, excluding any related goodwill.
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Current assets

Inventories

Inventories, including compulsory stocks, other than contract work in progress, are recognised at the lower of
purchase or production cost and net realisable value, being the amount the company expects to obtain from
their sale during normal business activities. Cost is determined using the weighted average cost method. The
compulsory inventories are included in non-current assets in the caption “Compulsory inventories”. Sales and
repurchases of strategic gas do not entail the effective transfer of risks and rewards of ownership and, therefore,
the transaction does not generate revenue and is recognised by using payable and receivable accounts with the
counterparty. Accordingly, these transactions do not involve movements of inventories. Contract work in
progress is measured based on the considerations agreed on the basis of the stage of completion of the work,
using the cost to cost method.

Non-current assets

Intangible assets

The carrying amount of storage concessions, determined as instructed by the Ministry for Production Activities
in its decree of 3 November 2005, is recognised under “Concessions, licences, trademarks and similar rights” and
is not amortised.

Deferred charges related to costs incurred for share capital increases are offset against equity, net of the related
tax effect.

Investments

Investments in subsidiaries that are not consolidated, jointly controlled entities and associates are measured
using the equity method. When no significant effects are had on the group’s financial position and results of
operations, the unconsolidated subsidiaries, jointly controlled entities and associates are measured at cost
adjusted for impairment. If the reasons for recognition of the impairment loss are no longer valid, the impairment
loss on investments carried at cost is reversed to the extent of such loss with the effect recognised in “Other
income (losses) on investments” in profit or loss.

Other investments, recognised under non-current assets, are measured at fair value with recognition of the
effects thereof in “Other reserves” under equity. The reserve is reclassified to profit or loss if impairment losses
are recognised or the investment is sold. When the fair value can no longer be reliably determined, the invest-
ment is measured at cost adjusted for impairment losses which are not reversed.

B Use of estimates

Reference should be made to the annual consolidated financial statements for information on the utilisation of esti-
mates, except for that set out below to reflect the more significant effects of the change in the consolidation scope.

Term and carrying amount of assets under concession

The gas distribution business is run on a concession regime, whereby the service is entrusted to the company by
the local public bodies. Legislative decree no. 164/00 (the Letta decree) established that, with respect to the
term of concessions, all contracts shall be tendered for before the end of the so called “temporary period”
(before 31 December 2012 for the group) and that the new concession terms shall not exceed 12 years. Upon
expiry of the concession, the outgoing operator is paid compensation defined using the industrial estimate cri-
teria for the transfer of its distribution network, excluding any freely transferable assets.

With respect to the estimates made by directors for the determination of depreciation criteria, the carrying
amount of the assets at the concession expiry date should not exceed the above industrial value.

B Financial statements

The interim consolidated financial statements of Snam Rete Gas at 30 June 2009 have been prepared on the basis
of the revised IAS 1 “Presentation of financial statements”, endorsed with Regulation 1274/2008 issued by the
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European Commission on 17 December 2008 and applicable from 1 January 2009. Specifically, the new measures
are aimed at obtaining the separate presentation of changes in equity due to transactions with owners from
other changes in equity.

In order to integrate disclosure of its results of operations as required by the revised standard, the parent opted to
prepare two separate statements: the “income statement”, which shows the profit of loss for the period, and the
“statement of comprehensive income” which includes both the profit or loss for the period and the non-owner
changes in equity recognised in equity (Other comprehensive income) as expressly provided for by the IFRS.

Due to the above changes, the “Statement of changes in consolidated equity” shows the total amount of com-
prehensive income and the reserves which include the other comprehensive income items.

The balance sheet captions are classified as “current” and “non-current” while the income statement captions are
classified by nature.

The statement of changes in consolidated equity reconciles the opening and closing balances of each equity caption.
The statement of cash flows is presented using the “indirect” method, adjusting the profit or loss for the year by
the non-monetary items.

This form of presentation adequately represents the group’s financial position, results of operations, changes in
equity and cash flows.
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B NOTES
Current assets

Cash and cash equivalents
Cash and cash equivalents of € 38 million (31 December 2008: less than € 1 million) are as follows:

(€m) 31.12.2008 30.06.2009
Bank and post office accounts 1
Financial companies 37

38

The € 38 million increase is due to the cash and cash equivalents of the newly consolidated companies. Note 20 “Other
information” gives a complete analysis of the assets and liabilities recognised following consolidation of the acquirees.

Trade and other receivables
Trade and other receivables of € 623 million (31 December 2008: € 452 million) comprise:

(€m) 31.12.2008 30.06.2009
Trade receivables 417 520
Receivables for investments/disinvestments 12 25
Financial receivables:
- held for operating activities 1
Other receivables 23 7
452 623
Receivables are shown net of the provision for bad debts of € 29 million (31 December 2008: € 1 million).
Changes in
consolidation
(€m) 31.12.2008 Accrual Utilisation scope 30.06.2009
Provision for bad debts 1 28 29
1 28 29

The € 171 million increase in this caption is due to the change in consolidation scope of € 243 million, including € 200
million and € 43 million related to the natural gas distribution and storage sectors, respectively, the effects of which have
been partly offset by changes in operating activities in the first half of 2009 for the natural gas transportation and regasi-
fication activities.

The other receivables of € 77 million (31 December 2008: € 23 million) comprise:

(€m) 31.12.2008 30.06.2009

Advances to suppliers 3 15

Parent VAT consolidation scheme receivables 3

VAT advance 17

IRES receivables for national consolidated tax scheme

Other receivables 59
23 77
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The other receivables of € 59 million mainly relate to the amounts due from Cassa Conguaglio Settore Elettrico (€ 27
million), principally due to redemption of energy efficiency certificates' (€ 26 million), and from state bodies (€ 9 mil-
lion) for local taxes.

The other receivables arising from the change in consolidation scope amount to € 72 million.

All the receivables are in Euros. Receivables due from related parties are disclosed in note 28 “Related party transac-
tions”.

Inventories
Inventories of € 493 million (31 December 2008: € 128 million) are analysed in the following table:

31.12.2008 30.06.2009

Gross Provision Net Gross Provision Net

carrying for  carrying carrying for carrying
(€m) amount  inventories amount amount inventories amount Change
Raw materials, consumables and supplies 135 (7) 128 156 9) 147 19
Finished products and goods 343 343 343
Contract work in process 3 3 3
135 (7) 128 502 9) 493 365

Raw materials, consumables, supplies and goods (€ 147 million) mainly comprise: (i) spare parts for the pipeline (€ 65
million) and distribution networks (€ 18 million); (ii) natural gas purchased for the transportation network’s compres-
sion stations (€ 58 million).

Finished goods (€ 343 million) relate to natural gas stored inside storage wells, net of the compulsory inventories recog-
nised under non-current assets.

Contract work in progress (€ 3 million) mainly refers to services for energy savings projects carried out as part of the dis-
tribution service.

Inventories are shown net of the provision for inventories of € 9 million (31 December 2008: € 7 million).

Inventories acquired due to the change in consolidation scope amount to € 367 million.

Current tax assets and other current tax assets
Current tax assets of € 1 million (unchanged from 31 December 2008) mainly comprise the IRES and IRAP tax credits for
withholdings and larger payments made.
Other current tax assets of € 4 million (31 December 2008: € 2 million) principally refer to VAT receivables for subsidiaries
that did not join the Eni group VAT scheme (€ 2 million) and the claim for the recovery of taxes not deducted on pur-
chases of vehicles (€ 1 million).
Note 25 “Income taxes” gives information about the tax charge for the period.

Other current assets
The other current assets of € 58 million (31 December 2008: € 52 million) comprise:

(€m) 31.12.2008 30.06.2009

Other prepayments 2 12

Fair value of derivatives 3 1

Accrued interest income on derivatives 2

Other current assets 45 45
52 58

(") Article 16.4 of Legislative decree no. 164 of 23 May 2000, related to the liberalisation of the gas market, requires that natural gas distribution companies pursue
energy savings objectives for civil use and develop renewable sources of energy and that the distribution companies be assigned the Energy Efficiency Certificates
(introduced with Ministerial decree of 20 July 2004), cancellation of which entails reimbursement by the Cassa Conguaglio del Settore Elettrico using the funds
obtained with the Energy Savings component of the distribution tariffs.
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Prepayments (€ 12 million) mainly refer to insurance premiums and lease payments.The other current assets of € 45 mil-
lion relate to the recognition of assets for the greater costs incurred to purchase gas in the thermal years 2005-2006 and
2006-2007, accepted by the Electricity and Gas Authority in its resolution no. VIS 8/09 published on 5 February 20092

Non-current assets

Property, plant and equipment
Property, plant and equipment of € 15,508 million (31 December 2008: € 10,549 million) comprise:

Accumulated

depreciation

Accumulated
depreciation

and impair- Change in Carrying and impair-
mentlosses Opening Invest- Depre- Dispo- consolida- Other Closing amountat ment losses (*)
(€m) 31.12.2008  balance  ments  ciation sals tionscope changes  balance 30.06.2009 30.06.2009
Property, plant and equipment 3244 10549 430 (239) (5) 4,811  (38) 15,508 22,230 6,722

(*) Including impairment losses of € 7 million.

Investments come to € 430 million (31 December 2008: € 1,044 million 2008)? and were mainly made in the transporta-
tion segment (€ 427 million). They include the capitalisation of financial expense of € 8 million (2008: € 26 million). The
interest rate used to capitalise financial expense was 3.17%?.

The change in consolidation scope of € 4,811 million includes the carrying amount of property, plant and equipment deriv-
ing from acquisition of control of Italgas and Stogit at the transaction execution date (30 June 2009).

Other changes (€ 38 million) relate to: (i) the change in pipes in stock purchased for investment purposes and not yet
used to construct plants (-€ 26 million); and (ii) the grants for the period (-€ 12 million).

The fair value of property, plant and equipment is higher than € 19 billion and was held to be the same as the value given
to such assets for remuneration purposes by the Electricity and Gas Authority.

Contractual commitments existing at period end for the purchase of property, plant and equipment, and goods and
services related to their construction, are disclosed in note 21 “Guarantees, commitments and risks”.

The main depreciation rates used on an annual basis are set out in the following table:

Rate (%)

Buildings

- Buildings

2-2.5 or higher depending on useful life

Plant and machinery

- Pipelines 2.5 or higher depending on useful life
- Gas Dstribution Network 2

- Gas derivation systems 2

- Pipes 2.5

- Compression stations

4 -5 or higher depending on useful life

- LNG plants 4 or higher depending on useful life
- Storage wells 1.66
- Other 2.5-125

Industrial and commercial equipment 4-35

Other assets 10-25

(%) The section on the “Regulatory framework - Transportation and dispatching activities - Resolution no. VIS 41/08” of the directors’ report in the 2008 Annual

Report gives information on this resolution.

(3) The section entitled “Performance” of the directors’ report gives information about the investments made in the period.
(#) This rate was calculated considering Snam Rete Gas group before the acquisition.
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Net property, plant and equipment by business segment

(€m)
31.12.2008 30.06.2009
Natural gas transportation 10,463 10,610
LNG regasification 86 87
Natural gas distribution 3,524
Natural gas storage 1,287
10,549 15,508

Compulsory inventories
Compulsory inventories of € 411 million comprise natural gas equal to 5,081 million standard cubic metres as required
by Presidential decree no. 22 of 31 January 2001, for storage activities. The Ministry for Economic Development sets the
compulsory volumes once a year.

Intangible assets
Intangible assets of € 738 million (31 December 2008: € 39 million) comprise:

Accumulated Accumulated

amortisation amortisation

Carrying  and impair- Change in Carrying  and impair-

amountat mentlosses Opening Invest- Amorti- consolida- Other Closing amountat mentlosses

(€m) 31.12.2008  31.12.2008 balance ments  sation tionscope changes balance 30.06.2009  30.06.2009

Intangible assets with finite useful lives 323 284 39 8 9) 691 729 1,363 634
Intangible assets with indefinite useful lives 9 9 9

Total intangible assets 323 284 39 8 (9) 700 738 1,372 634

Investments in intangible assets of € 8 million (31 December 2008: € 39 million) mainly relate to internal information sys-
tem development projects.

Contractual commitments existing at period end for the purchase of intangible assets, and services related to their
development, are disclosed in note 21 “Guarantees, commitments and risks”.

The change in consolidation scope of € 700 million includes the carrying amount of the intangible assets acquired as part
of the transaction involving Italgas and Stogit. It mainly refers to: (i) with respect to intangible assets with finite useful lives,
storage concessions (€ 655 million) and, to a lesser degree, gas distribution service concessions (€ 9 million); and (ii) for
the intangible assets with indefinite useful lives, goodwill recognised upon acquisition by Italgas of 100% of Siciliana Gas
S.p.A. (€9 million).

Recoverability of goodwill was checked by discounting the estimated cash flows determined by considering recent mar-
ket trends. The assumptions used are based on the present interest rates levels.

Equity-accounted investments and other investments
Equity-accounted investments (€ 280 million) and other investments (€ 2 million) relate to the investments acquired
with control of Italgas. They include:

Equity-accounted investments

(€m)

30.06.2009

Investments in jointly controlled entities 231
Investments in associates 49
280
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The carrying amount of equity-accounted investments relates to:

(€m)
30.06.2009
Investments in jointly controlled entities:
- Toscana Energia S.p.A. 131
- Azienda Energia e Servizi Torino S.p.A. 94
- Metano Borgomanero S.p.A. 2
- Servizi Territori Aree e Penisole S.p.A. 1
- Metano S.Angelo Lodigiano S.p.A. 1
- Metano Arcore S.p.A. 1
- Umbria Distribuzione Gas S.p.A. 1
Total Investments in jointly controlled entities 231
Investments in associates:
- ACAM Gas S.p.A. 46
- Acqua Campania S.p.A. 3
Total investments in associates 49
280
Other investments
(€m)
30.06.2009
Other investments
- COM. e S.V. Gas & Power S.r.l. 1
- Inversora del Aconcagua S.A 1
2

Assets held for sale and directly related liabilities
Assets held for sale (€ 37 million) include: (i) property owned by Italgas (€ 29 million), no longer used by it in its opera-
tions, following the commitments arising from the agreement with Eni to acquire Italgas; (ii) the sale of Italgas’ invest-
ment (17.77%) in the natural gas distribution company Toscana Energia Clienti S.p.A. (€ 8 million) to Eni S.p.A.. This trans-
action is part of the ongoing rationalisation aimed at centralising the gas distribution business in Italgas.
Liabilities directly associated with assets held for sale (€ 12 million) relate to environmental provisions for the restoration
work on the property.

Current liabilities

Short-term financial liabilities
Short-term financial liabilities of € 2,156 million (31 December 2008: € 1,023 million) are all in Euros and relate to the
credit lines granted by Eni S.p.A..
The € 1,133 million increase is mainly due to the financial liabilities assumed with consolidation of the acquirees of € 875
million.
They only comprise floating rate loans. The average interest rate on short-term financial liabilities, related to Snam Rete
Gas Group before the acquisition, was 1.40% (first half of 2008: 4.17%).

(°) Note 21 “Guarantees, commitments and risks - Commitments deriving from the acquisition of Italgas and Stogit from Eni” provides information on the parties’
commitments.
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The market value of short-term financial liabilities equals their carrying amount.
At 30 June 2009, the group has complied with all the loan conditions and covenants.

Trade and other payables
Trade and other payables of € 958 million (31 December 2008: € 536 million) comprise:

(€m) 31.12.2008 30.06.2009
Trade payables 161 469
Payables for investments 298 292
Payables on account and advance 4 21
Other payables 73 176

536 958

The increase of € 422 million is mainly due to the change in consolidation scope (€ 560 million, including € 351 million
and € 209 million related to the natural gas distribution and storage sectors, respectively), the effects of which were
partly offset by the decrease in payables for investments made in the natural gas transportation segment.

Payables for investments of € 292 million (31 December 2008: € 298 million) mainly relate to the transportation (€ 186
million), distribution (€ 54 million) and natural gas storage (€ 51 million) segments.

Other payables of € 176 million (31 December 2008: € 73 million) comprise:

(€m) 31.12.2008 30.06.2009
IRES payables to parent for national tax consolidation scheme 3 42
Payables to employees 13 32
Payable to Cassa Conguaglio Settore Elettrico (Electricity Equalisation Fund) 9 28
Social security contributions 7 23
Public administrations 21
Payable for group VAT scheme 40 17
Other 1 13

73 176

Payables due to the Cassa Conguaglio per il Settore Elettrico (€ 28 million) comprise: (i) the fees to be paid as per reso-
lution no. 277/07 (Interrupibility) and resolution no. 45/07 (Equalisation) of the Electricity and Gas Authority (€ 16 mil-
lion); and (ii) the amounts to be paid for exceeding the maximum daily limit (€ 12 million) pursuant to article 9 of res-
olution no. 50/06 covering storage activities.

Note 28 “Related party transactions” gives information about payables due to related parties.

Current tax liabilities and other current tax liabilities
Current tax liabilities of € 11 million (31 December 2008: € 1 million) relate to IRAP (€ 10 million) and IRES (€ 1 million),
for the group companies that have not adopted the national consolidated tax scheme.
Other current tax liabilities of € 12 million (31 December 2008: € 4 million) mainly relate to IRPEF withholdings on
employees’ remuneration (€ 8 million) and VAT (€ 3 million) for the group companies that have not joined Eni group’s
VAT scheme.
Current tax liabilities and other current tax liabilities related to the change in consolidation scope amount to € 8 million
and € 9 million, respectively.
Note 25 “Income taxes” gives information about the tax charge for the year.
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Other current liabilities
The other current liabilities of € 103 million (31 December 2008: € 52 million) comprise:

(€m) 31.12.2008 30.06.2009
Fair value of derivatives 25 50
Accrued interest expense on derivatives 4
Accrued and deferred income 2 4
Other current liabilities 25 45

52 103

The disclosures about the fair value of the derivatives existing at period end are summarised below.

31.12.2008 30.06.2009
(€m) Assets Liabilities Assets Liabilities
Interest rate swaps - Cash flow hedges 3 (44) 1 (79)
Less:
- Non-current portion 19 29
Current portion 3 (25) 1 (50)

The fair value of hedging derivatives and their classification as a current/non-current asset/liability are determined using
generally accepted financial valuation models and market prices at the balance sheet date.

Fair value losses taken to equity amount to € 26 million, net of the related tax effect (31 December 2008: € 78 million).
The loss related to the ineffective portion of hedging derivatives taken to profit or loss (Financial income and expense -
derivatives) amounts to € 2 million (first half of 2008: € 1 million).

At 30 June 2009, Snam Rete Gas has nine cash flow hedges. The characteristics of these contracts and their fair values are
analysed below:

€m
Contract Contract Term Nominal amount Rate Rate Fair value e
Type of contract start date expiry date  (years) 31.12.2008 | 30.06.2009 sold purchased 31.12.2008 | 30.06.2009
Interest rate swap 01.10.2002  30.09.2009 7 500 500 | euribor fixed rate 2.73% (6) (4)
plus inflation
rate FOI
Interest rate swap 19.10.2004  19.10.2009 5 300 300 | euribor fixed rate 1 (3)
Interest rate swap 24.11.2005 24.11.2010 5 700 700 | euribor fixed rate (6) (18)
Interest rate swap 24.11.2005 24.11.2015 10 500 500 | euribor fixed rate (4) (15)
Interest rate swap 26.03.2007 26.03.2012 5 500 500 | euribor fixed rate an) (26)
Interest rate swap 20.03.2008  20.03.2011 3 300 300 | euribor fixed rate (7) an
Interest rate swap 30.06.2009 28.01.2016 7 700 | euribor fixed rate (4)
Interest rate swap 30.09.2009 30.09.2011 2 500 | euribor fixed rate (1)
Interest rate swap 19.10.2009  19.10.2011 2 300 | euribor fixed rate
2,800 4,300 (39) (82)

The group agrees with the counterparty to exchange the difference between a floating rate and fixed rate or inflation-
linked rate calculated using the reference nominal amount at fixed dates.

The group agreed three new interest rate swaps during the period, including: (i) two swaps of € 500 million and € 300
million hedging floating-rate loans of the same amounts and an original maturity (September 2009 and October 2009)
which was extended for two years. The two derivative contracts are valid from the loans’ original expiry date until the
extension date; and (ii) a € 700 million swap agreed to hedge a new floating rate loan maturing in 2016.

The other current liabilities (€ 45 million) include the current portion of the greater revenue invoiced compared to the
ceiling established by the Electricity and Gas Authority and the fines charged to shippers that exceeded their capacity
allowances for the transportation and storage activities of € 20 million and € 25 million respectively, to be returned to
the shippers as per resolutions no. 166/05 and 50/06 of the Electricity and Gas Authority.

60



SNAM RETE GAS CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS | NOTES

Non-current liabilities

Long-term financial liabilities and short-term portions of long-term liabilities
The balance of € 7,550 million (31 December 2008: € 5,214 million) includes:

31.12.2008 30.06.2009
Short- Long- Short- Long-
(€m) term term Total term term Total
Ultimate parents 13 5,200 5,213 14 7,535 7,549
Other financial backers 1 1 1 1
14 5,200 5,214 14 7,536 7,550

The € 2,336 million increase is mainly due to the change in consolidation scope (€ 1,344 million) and the taking out of
two new floating rate loans of € 700 million and € 300 million from the ultimate parent, Eni S.p.A., to be repaid in 2016
and used by Snam Rete Gas S.p.A. to finance part of the acquisition of Stogit and Italgas. The € 700 million floating rate
loan was converted into a fixed rate loan by an interest rate swap.

Financial liabilities due to ultimate parents, including the short-term portion (€ 7,549 million), may be analysed as fol-
lows:

(€m) Amount at Remaining

30June  Fixedrate (F) Repayment term (years/
Lender Currency 2009 Floating rate (V) type Startdate Expiry date months)
Long-term loan
Eni (*) € 300 F Atexpiry 19.10.2004  19.10.2011 2y 4m
Eni (*) € 700 F Atexpiry 24.11.2005 24.11.2010 1y 5m
Eni (¥) € 500 F Atexpiry 24112005 24.11.2015 6y 5m
Eni (%) € 500 F Atexpiry 26.03.2007  26.03.2012 2y9m
Eni € 200 F Atexpiry 11.06.2007 11.06.2012 3y
Eni € 300 F Atexpiry 20.06.2007  20.06.2012 3y
Eni (*) € 300 F Atexpiry 20.032008  20.03.2011 1y 9m
Eni € 400 F Atexpiry 28.102008 14.11.2013 4y 5m
Eni (**) € 500 F Atexpiry 27.05.2002  30.09.2011 2y3m
Eni € 350 F Atexpiry 20.12.2007 14.11.2017 8y 4m
Eni (%) € 700 F Atexpiry 30.062009 28.01.2016 6y 7m
Eni € 200 F Atexpiry 18.12.2008  16.09.2011 2y 3m
Eni € 200 F Atexpiry 18.07.2007  18.07.2012 3y Tm
Total fixed rate 5,150 3y 10m
Eni (Credit line) € 1,500 Y Revolving (***) 24.11.2005  17.11.2014 5y 5m
Eni € 185 \ Atexpiry 15.12.2005 15.12.2012 3y 6m
Eni (Credit line) € 200 \% Revolving (***) 09.05.2007  09.05.2012 2y 10m
Eni € 300 \ Atexpiry 30.06.2009  28.01.2016 6y 7m
Eni € 200 \% Atexpiry 16.09.2005 16.09.2010 Ty3m
Total floating rate 2,385 4y 10m
Total long-term loans 7,535 4y 2m
Short-term portion of long-term loans 14

7,549

(*)  Floating rate loans converted by interest rate swaps into fixed rate loans.

(**)  Floating rate loan converted by an interest rate swap into an inflation-linked loan.. The inflation-linked rate debt can be considered to be at a fixed rate as, based on the
contractual conditions, the inflation rate used to convert the floating rate loan into an inflation-linked loan is not subject to fluctuations until the derivative contract
expires (30 September 2009).

(***) Revolving credit lines are those that provide for the reconstitution of the credit limit in line with repayments.
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The revolving credit lines had been fully used at 30 June 2009 (like at 31 December 2008). There were no cases of breach
of loan agreements at the reporting date.
There are no financial liabilities subject to covenants.

Long-term financial liabilities are broken down in the following table by type of interest rate:

31.12.2008 30.06.2009
(€m) Value % Value %
Fixed rate 3,713 71 5,165 68
Floating rate 1,501 29 2,385 32
5,214 100 7,550 100

Net financial debt, commented on in the section on the group’s performance in the directors’ report, is as follows:

31.12.2008 30.06.2009
Non- Non-

(€m) Current current Total Current current Total
A. Cash and cash equivalents with related parties 37 37
B. Cash and cash equivalents 1 1
C. Securities not held for operating activities
D. Cash and cash equivalents (A+B+C) 38 38
E. Financial receivables not held for operating activities 1 1 1 1
F. Short-term financial liabilities to banks
G. Long-term financial liabilities to banks
H. Bond issues
I. Short-term financial liabilities to related parties 1,023 1,023 2,156 2,156
L. Long-term financial liabilities to related parties 14 5,200 5214 14 7,535 7,549
M. Other short-term financial liabilities
N. Other long-term financial liabilities 1 1
0. Gross financial debt (F+G+H+I+L+M+N) 1,037 5,200 6,237 2,170 7,536 9,706
P. Net financial debt (O-D-E) 1,037 5,199 6,236 2,132 7,535 9,667

Provisions for risks and charges
Provisions for risks and charges of € 612 million (31 December 2008: € 52 million) include:

Change in

Utilisation consoli-
Opening Effect of for for dation Closing
(€m) balance Accrual discounting charges excess scope Other balance
Provision for site dismantlement and restoration 12 375 387
Provision for legal disputes 35 16 16 67

Provision for future costs

(Cassa Conguaglio Settore Elettrico) 66 66
Provision for environmental risks and charges 61 61
Provision for termination benefits 1 1
Other provisions 4 1 25 30
52 17 543 612

The change in consolidation scope of € 543 million includes the acquirees’ provisions.
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Deferred tax liabilities
Deferred tax liabilities of € 969 million (31 December 2008: € 487 million) are shown net of deferred tax assets that can
be netted of € 444 million (31 December 2008: € 127 million). There are no deferred tax assets that cannot be netted.

Change in
(€m) 31.12.2008 Accrual Utilisation  consolidation scope Other 30.06.2009
Deferred tax liabilities 614 (16) 815 1,413
Deferred tax assets (127) 9) 7 (297) (18) (444)
487 (9) (9) 518 (18) 969

The change in consolidation scope of € 518 million includes the carrying amount of deferred tax liabilities (€ 815 million)
and deferred tax assets (€ 297 million) of the consolidated companies.

Deferred tax liabilities arising from consolidation mainly relate to: (i) accelerated depreciation and amortisation; (ii)
revaluations of property, plant and equipment following the allocation of the higher price paid by Eni to acquire Italgas
during the public tender offer made at the end of 2002 and closed in early 2003, acquiring shares (58.85%) from other
shareholders, to these assets and the related recognition by Italgas in 2006 of these amounts during first-time adoption
of the IFRS, as provided for by IFRS 1.24.a.

Deferred tax assets arising from consolidation principally refer to accruals to provisions for risks and charges to restore
production sites.

Other changes (€ 18 million) relate to deferred tax assets recognised for: (i) fair value gains on hedging derivatives (€ 10
million); and (ii) share capital increase related costs (€ 8 million).

Deferred tax liabilities and assets are determined using the IRES and IRAP rates of 27.5% and 3.9%, respectively
(unchanged from 31 December 2008).

Note 25 “Income taxes” gives information about the tax charge for the year.

Other non-current liabilities
The other non-current liabilities of € 310 million (31 December 2008: € 256 million) comprise:

(€m) 31.12.2008 30.06.2009
Fair value of derivatives 19 29
Deferred income 27 26
Guarantee deposits 1
Other non-current liabilities 210 254

256 310

Note 14 “Other current liabilities” gives information about the derivatives.

Other (€ 254 million) relates to the non-current portion of the greater revenue invoiced and fines charged to shippers
that exceeded their capacity allowance, to be subsequently returned to them as per resolution no. 166/05 issued by the
Electricity and Gas Authority.
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Equity
Equity at 30 June 2009 of € 5,402 million (31 December 2008: € 3,573 million) is analysed below.

(€m) 31.12.2008 30.06.2009
Snam shareholders' equity
Share capital 1,956 3,570
Legal reserve 391 391
Share premium reserve 116 1,976
Consolidation reserve (1,585)
Other reserves 799 773
Retained earnings 733 836
Profit for the period 530 234
less
. Treasury shares (794) (794)
. Interim dividend (158)
3,573 5,401
Minority interest
Napoletana Gas 1
3,573 5,402
Dividends

The shareholders resolved the distribution of an ordinary dividend of € 0.14 per share in their ordinary meeting of 24
April 2009 to complete the distribution commenced with the interim dividend of € 0.09 per share. The dividend (bal-
ance of € 247 million) was paid from 21 May 2009 with an ex dividend date of 18 May 2009.

In its meeting of 29 July 2009, the parent’s board of directors has drawn up the report pursuant to article 2433-bis.5 of
the Italian Civil Code and, should it be approved by the independent auditors, it will be called upon to resolve the distri-
bution of an interim dividend of € 0,06 per share, excluding treasury shares held by the company at the ex dividend date,
to be taken from the 2009 profit with payment from 22 October 2009 and an ex dividend date of 19 October 2009.

Share capital

At 30 June 2009, the fully subscribed and paid-up share capital of Snam Rete Gas S.p.A. consists of 3,570,768,494 ordi-
nary shares with a nominal amount of € 1 (31 December 2008: 1,956,445,600). The € 1,614,322,894 increase on 31
December 2008 is due to: (i) the issue of 1,614,292,394 shares with a unit nominal amount of € 1, resolved by the board
of directors on 23 March 2009 in line with the proxy given to it by the shareholders in their extraordinary meeting of 17
March 2009 to increase share capital in one or more instalments, against consideration, up to a maximum, including the
share premium, of € 3.5 billion, by issuing shares with a nominal amount of € 1 each with regular rights to dividends, to
be offered under option to the shareholders in proportion to the shares already held by them; and (ii) the issue of 30,500
shares with a unit nominal amount of € 1 subscribed by the managers as part of the 2004 stock option plan.

At the same date, the parent had commitments to assign 568,000 shares for stock option plans by increasing share cap-
ital.

Share premium reserve

The share premium reserve of € 1,976 million shows a € 1,860 million increase on 31 December 2008. The variation is
due to: (i) the issue of 1,614,292,394 shares with a share premium of € 1.15 resolved by the board of directors on 23
March 2009 (€ 1,857 million); and (ii) the placing on the stock exchange of options that had not been exercised during
the option offering period (€ 3 million).

Consolidation reserve

The consolidation reserve (-€ 1,585 million) shows the difference between the acquisition cost of the investments in
Italgas and Stogit (€ 2,924 million and € 1,588 million, respectively, including the transaction costs of € 3 million) and
the carrying amount of their equities attributable to the owners of the parent (€ 2,004 million and € 923 million, respec-
tively).
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Other reserves

This caption (€ 773 million) principally comprises: (i) the reserve set up to cover the cost of the 195,429,850 treasury
shares in portfolio (€ 794 million); and (ii) the hedging reserve (-€ 22 million).

Retained earnings

Retained earnings (€ 836 million) increased by € 103 million as a result of: (i) allocation of the undistributed 2008
profit (+€ 125 million); (ii) recognition of the share capital increase related costs (-€ 22 million, net of the related
tax effect).

Treasury shares

At 30 June 2009, Snam Rete Gas held 195,429,850 treasury shares (unchanged from 31 December 2008), equivalent to
5.47% of share capital, for a total amount of € 794 million, equal to an average unit price of € 4.06.

At 30 June 2009, the company had commitments to assign 6,392,575 treasury shares for the stock option plans.
Information about changes in such options during the six months is given in the section on “Other information” in the
directors’ report.

At 30 June 20009, the treasury shares’ market value was approximately € 610 million®.

Reconciliation of the profit for the period and equity of Snam Rete Gas S.p.A. with the consolidated profit for the
period and consolidated equity

Reference should be made to the section on “Comments on the results” of the directors’ report for the reconciliation of
the profit for the period and equity of Snam Rete Gas S.p.A. with the consolidated figures.

Other information

Business combinations

On 30 June 2009, the acquisition of 100% of Italgas S.p.A. and Stogit S.p.A. from Eni was executed. The former is the lead-
ing natural gas distributor in Italy while the latter is the leading Italian natural gas storage operator. The acquisition cost
of € 4,509 million, was financed by increasing share capital with the issue of shares offered to Snam Rete Gas sharehold-
ers for € 3,474 million, including a share premium, and by taking out new loans from the ultimate parent Eni S.p.A. for
the remainder”.

Cost of the acquisition of Italgas and Stogit

Determination of the cost, equal to € 2,922 million and € 1,587 million for Italgas and Stogit, respectively, was based on
avaluation made using generally accepted methods (also internationally) for transactions of this kind and for companies
active in the relevant sectors. Specifically, the discounted cash flow (“DCF”) method was applied and the sum of the parts
(“SOTP”) method, ie the RAB (Regulatory Asset Base) method, based on the net invested capital defined by the
Electricity and Gas Authority for tariff purposes.

(€m)
Italgas acquisition cost 2,922
Stogit acquisition cost 1,587
4,509

The consideration is subject to future potential adjustments for both companies. These amounts were not considered
when determining the acquisition price due to the objective difficulty in making forecasts using the currently available
information. Note 21 “Guarantees, commitments and risks” gives information about the transaction cost adjustment
mechanisms.

(°) Calculated by multiplying the number of treasury shares by the official price at 30 June 2009 (€ 3.12 per share).
(") More information on the transaction is given in the section on the “ Acquisition of Italgas and Stogit” in the directors’ report.
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Values given to the acquired assets and liabilities

The assets and liabilities deriving from consolidation of the acquirees, recognised in Snam Rete Gas’ consolidated finan-
cial statements using the predecessor values method, are shown at their carrying amount shown in the balance sheets
of Italgas and Stogit at 30 June 2009 approved by their boards of directors. The assets and liabilities acquired at the trans-
action execution date (30 June 2009) are set out below.

(€m) Italgas Group Stogit Total amount
Current assets 267 391 658
Cash and cash equivalents 38 38
Trade and other receivables 200 45 245
Inventories 21 346 367
Current tax assets 1 1
Other current tax assets 2 2
Other current assets 5 5
Non-current assets 3,853 2,356 6,209
Property, plant and equipment 3,524 1,287 4,811
Compulsory inventories 411 411
Intangible assets 42 658 700
Equity-accounted investments 280 280
Other investments 2 2
Other assets 5 5
Assets held for sale 37 37
Assets acquired 4,157 2,747 6,904
Current liabilities 983 506 1,489
Short-term financial liabilities 614 261 875
Short-term portion of long-term financial liabilities 2 6 8
Trade and other payables 351 210 561
Current tax liabilities 7 1 8
Other current tax liabilities 8 1 9
Other current liabilities 1 27 28
Non-current liabilities 1,157 1,318 2,475
Long-term financial liabilities 535 801 1,336
Provisions for risks and charges 99 444 543
Provisions for employee benefits 74 4 78
Deferred tax liabilities 449 69 518
Other liabilities -
Liabilities directly associated with assets held for sale 12 12
Liabilities acquired 2,152 1,824 3,976
Equity acquired 2,005 923 2,928
- attributable to owners of the parent 2,004 923 2,927
- attributable to non-controlling interests 1 1

The difference between the acquisition cost (€ 4,512 million, including the transaction costs) and the carrying amount
of the two companies’ equities at 30 June 2009 (€ 2,928 million) led to a decrease of € 1,584 million in consolidated
equity.

The profit for the first half of 2009 does not include the results of consolidating Italgas and Stogit, the effects of which
will be seen from 1 July 2009. However, the profit for the six months recorded by the two companies of € 126 million
and € 69 million, respectively for Italgas group and Stogit, is included in their equities at the acquisition date.

Only in order to the requirement of IFRS 3, had both acquisitions taken place at 1 January 2009, revenue and profit of
Snam Rete Gas group would have been € 1,501 million and € 430 million, respectively.
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Guarantees, commitments and risks
Guarantees, commitments and risks of € 2,205 million (31 December 2008: € 912 million) comprise:

31.12.2008 30.06.2009
Other Other
personal Risks and personal Risks and

(€m) guarantees commitments Total guarantees commitments Total
Other personal guarantees
given on its own behalf:
- Ultimate parents 32 32 45 45
Collateral
- Third parties
Commitments
Commitments for the purchase
of goods and services 880 880 989 989
Other 1 1
Risks
- Third party assets on deposit 1,151 1,151
- Risks for litigations 19 19

32 880 912 45 2,160 2,205
Guarantees

Other personal guarantees (€ 45 million) mainly relate to hold harmless letters issued to Eni S.p.A. for sureties issued
on behalf of Snam Rete Gas, mainly performance bonds.

Commitments

Commitments with suppliers to purchase property, plant and equipment and services for investments in non-current
assets under construction/development approximate € 989 million at period end.

Risks

Third party goods on deposit (€ 1,151 million) relate to natural gas deposited in the storage systems (approximately 5.2
billion standard cubic metres). This amount was determined by applying the estimated unit repurchase cost of approx-
imately € 0.22 per standard cubic metre to the deposited gas. The actual commitment is in line with the nominal
amount.

Risks related to compensation and litigation (€ 19 million) relate to third party claims for compensation arising from
ongoing litigation. The risk that the group will be required to pay is low.

Guarantees, commitments and risks contributed by the acquirees amount to € 1,293 million.

Commitments deriving from the acquisition of Italgas and Stogit from Eni

Acquisition of Italgas

The acquisition price for Italgas is subject to adjustment mechanisms applicable also after the execution date.
Specifically, the price will be adjusted by an amount equal to the difference between the provisional combined value of
RAB at 31 December 2007 of Italgas and certain of its subsidiaries, determined to be € 4,560 million as set out by Eni in
the acquisition contract, and the RAB of Italgas and the same subsidiaries at the same date approved by the Electricity
and Gas Authority.

The acquisition price for Italgas will also be adjusted to reflect the benefits deriving from the sale by Italgas to Eni of a
property which it owns and no longer uses for its operating activities.
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Acquisition of Stogit

The acquisition price for Stogit may be adjusted, to reflect the different value compared to the present value, that may
be recognised by the Electricity and Gas Authority for the tariff period from 1 April 2014 to 31 March 2018, for natural
gas volumes owned by Stogit at the share transfer date and included in the assets making up its RAB.

The acquisition contract also includes hedging mechanisms in order that Eni keeps the risks and/or benefits that may

arise from:

« the increase in value of the gas owned by Stogit at the date of transfer of the shares compared to that currently recog-
nised by the Electricity and Gas Authority in the case of the (partial) sale of such gas, should certain volumes no longer
be necessary for the concessions and, thus, become available for sale;

« the possible sale of storage capacity which may become available for sale and is no longer regulated or from the sale
of concessions held by Stogit at the time of transfer of the shares which could be mostly used for storage activities that
are not regulated.

Rome urban area and the “Romana gas” business unit

Following the sale by the French company Suez S.A. (now GdF-Suez S.A. after their merger) of its Belgium subsidiary
Distrigaz, Eni agreed to sell Suez, on the basis of preliminary negotiations with Italgas, the latter’s distribution activities
in the Rome urban area together with other gas and electricity business assets. On 29 May 2008, the related preliminary
agreements were signed, including the sales terms for the gas distribution activities. The final agreement for such gas dis-
tribution activities was entered into by Italgas and GdF-Suez on 30 October 2008.

The transaction relates to the business unit which distributes gas in the municipalities of Rome, Fiumicino, Ciampino,
Marino, Grottaferrata, Rocca di Papa and Frascati (the concession for Rome expires on 31 December 2009), including
the distribution networks (spanning roughly 5,300 km) and the related systems, approximately 1.3 million delivery
points (equal to approximately 28% of the users served), together with roughly 800 employees.

The set price, based on 31 December 2008, is € 1,018 million.

The contract provides that execution of the transaction shall take place with the transfer by Italgas of the business unit
to Rete Gas Roma S.r.l. (a newco set up on 26 November 2008 wholly owned by Italgas) and is subject to attainment of
approval by the Rome municipality authorities of transfer of the concession before 30 June 2009, which date the buyer
may extend to 31 August 2009.

The Rome municipal authorities agreed to the transfer of the concession contract to Rete Gas Roma with its communi-
cation no. 1231 of 25 June 2009, acknowledging Italgas’ intention to transfer its entire investment in this company to
GdF-Suez. The concession covers the distribution of gas in Rome.

On 6 July 2009, the Rome mayor subsequently specified that this communication is the sole document necessary to
legitimately and effectively express the municipal authority’s consent to the transaction and that the town council
would be informed thereof.

However, on 13 July 2009, GdF-Suez informed Italgas that it did not believe that the conditions for transfer of the Rome
urban area gas distribution activities had been met in the established timeframe. Therefore, it decided not to continue
with finalisation of the acquisition as set out in the contract agreed by the parties on 30 October 2008.

Snam Rete Gas is evaluating the contract’s content to assess what actions could be taken to best protect its interests.

BUSINESS RISK MANAGEMENT
The section on risk factors and outlook of the directors’ report describes the management and monitoring policies for
the main business risks.

LITIGATION

Certain group companies are involved in civil and administrative proceedings and legal actions related to their normal
business activities. According to the information currently available and considering the existing provisions for risks, the
group believes that these proceedings and actions will not have material adverse effects on its financial statements. The
section on “Other information - litigation” in the directors’ report provides an update on this issue.
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Revenue
The key captions making up revenue are described in this part of the notes. Reference should be made to the section
on “Comments on the results” of the directors’ report for the reasons underlying the main changes and comments

thereon.

(€m) First half 2008 First half 2009
Core business revenue 934 917
Other revenue and income 6 2

940 919

Core business revenue (€ 917 million) is shown net of the following captions:

(€m) First half 2008 First half 2009
Interruptibility fee as per resolution no. 277/07 18 19
Regional Network transportation fee as per resolution no. 45/07 - Equalisation 4 5

22 24

Core business revenue is analysed in the following table by type of business:

(€m) First half 2008 First half 2009
Transportation 918 900
Regasification 11 10
Regasification and transportation revenue 929 910
Revenue from other activities 5 7

934 917

Core business revenue is analysed by business segment in note 27 “Segment reporting”. The group’s business is not
affected by seasonal factors such that would have a significant impact on its interim and annual financial position and

results of operations.

Operating costs

The key captions making up operating costs are described in this part of the notes. Reference should be made to the sec-

tion on “Comments on the results” of the directors’ report for the reasons underlying the main changes.

(€m) First half 2008 First half 2009
Purchases, services and other costs 143 173
Personnel expense 56 54

199 227
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Purchases, services and other costs

Purchases, services and other costs (€ 173 million) may be analysed as follows:

(€m) First half 2008 First half 2009
Costs incurred for raw materials, consumables, supplies and goods 261 225
Costs for services 75 77
Costs for the use of third party assets 6 5
Change in raw materials, consumables, supplies and goods (47) 27
Accrual to (utilisation of) provisions for risks and charges 16
Other expenses 6 10
301 360
Less:
Raw materials, consumables, supplies and goods
.Increase on internal work capitalised in non-current assets - purchases (145) (174)
. Recharge of internal consumption of natural gas by the LNG terminal (*) (4) 3)
(149) (177)
Services
.Increase on internal work capitalised in non-current assets - services (9) (10)
(9) (10
143 173

(*) The recharge of internal consumption of natural gas relates to natural gas used for regasification purchased and subsequently recharged to the service user.

Costs for raw materials, consumables, supplies and goods (€ 225 million), gross of increases for internal work and
recharges of internal consumption of natural gas) relate to costs for fuel gas used by the compression stations (€ 66 mil-

lion) and other costs and materials (€ 159 million), mainly for the purchase of pipes.

Costs for services of € 67 million comprise:

(€m) First half 2008 First half 2009
Purchase of transportation capacity (interconnection) 13 16
Modulation and storage services 11 11
Maintenance 9 9
IT services and software 6 6
Technical, legal, administrative and professional services 6 6
Personnel-related services 6 6
Telecommunications services 5 5
Utilities 5 4
Insurance 4 4
Other services 10 10
75 77
less:
.increase on internal work capitalised in non-current assets - services (9) (10)
(9) (10)
66 67

Other services of € 10 million mainly relate to security and porter, communication and third party processing services.
Costs for the use of third party assets of € 5 million relate to easement concessions (€ 2 million) and operating leases of

buildings for office use (€ 3 million).

The increase in raw materials, consumables, supplies and goods of € 27 million refers to other materials (€ 25 million)

and natural gas used at the compression stations (€ 2 million).
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Personnel expense

Personnel expense of € 54 million may be analysed as follows:

(€m) First half 2008 First half 2009

Wages and salaries 51 51

Social security contributions (pensions and healthcare assistance) 16 16

Defined contribution plan costs 4 4

Termination benefits 1

Other expense 1 1

less:

.increase on internal work capitalised in non-current assets an) (18)
56 54

The average number of employees on payroll at the consolidated companies, broken down by category, is as follows:

Position 30.06.2008 31.12.2008 30.06.2009
Managers 64 64 121
Junior managers 258 261 487
Employee 1,238 1,237 3,405
Workers 774 772 2,324

2,334 2,334 6,337

The average number of employees is calculated as the average of the monthly figures.

Incentive plans for managers involving Snam Rete Gas shares

The plans’ general conditions and other disclosures are given in the consolidated financial statements at 31 December

2008. Changes in the plans are described in the section on “Other information” in the directors’ report.

Amortisation, depreciation and impairment losses

Amortisation and depreciation of € 248 million include:

(€m) First half 2008 First half 2009
Depreciation 230 239
Amortisation 11 9

241 248

The € 9 million increase in depreciation charges is due to the roll-out of new transportation infrastructure.

Financial income and expense

Financial expense

Financial expense of € 71 million comprises:

(€m) First half 2008 First half 2009

Interest expense on financial liabilities 134 76

Other expense 2 3

less:

.increase on internal work capitalised in non-current assets (13) (8)
123 71
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The decrease in interest expense on financial liabilities (€ 58 million) is mainly due to the lower market interest rates.
The average cost of borrowing decreased from 4.2% in the first half of 2008 to 3.2% in the first six months of 20098 due
to the significant drop in market interest rates.

The increase on internal work capitalised in non-current assets (€ 8 million) relates to the part of financial expense
absorbed by investments. The interest rate applied to capitalise financial expense was 3.17% (first half of 2008: 4.18%).

Derivatives

Net losses on derivatives of € 21 million comprise:

(€m) First half 2008 First half 2009

Gains on derivative contracts:

. Interest accrued during the period 13 2

Losses on derivative contracts:

. Interest accrued during the period (21)

. Adjustment to fair value (1) (2)
12 (21)

Losses on derivatives refer to fair value losses on the ineffective portion of hedges (€ 2 million). They relate to financial

liabilities of € 500 million.
All the derivatives existing at period end were agreed with the ultimate parent, Eni S.p.A..

Income taxes
This caption (€ 119 million) may be analysed as follows:

(€m) First half 2008 First half 2009

Current taxes:

. IRES 116 110

. IRAP 29 27
145 137

Deferred tax (income) expense

. deferred tax expense (19) (16)

. deferred tax income 5 (2)
(14) (18)
131 119

Income taxes (€ 119 million) decreased by € 12 million compared to the corresponding period of 2008, due to the
smaller profit before taxes.
The effective tax rate for the period is 33.7% (first half of 2008: 33.6%), substantially in line with the theoretical tax rate.

Earnings per share

Basic earnings per share are determined by dividing profit for the period by the weighted average number of outstand-
ing Snam Rete Gas shares during the period, excluding treasury shares.

For comparative purposes, the number of outstanding shares of the periods used as a comparison considers bonus
shares. Therefore, the number of bonus shares issued in the period from the first half of 2008 and the first half of 2009
(39,100) increases the number of outstanding shares in the first half of 2008. Accordingly, the weighted average num-
ber of outstanding shares is 1,760,937,288 and 1,769,949,827 in the first six months of 2008 and 2009, respectively.
Diluted earnings per share are determined by dividing profit for the period by the weighted average number of outstand-
ing shares during the period, excluding treasury shares, increased by the number of shares that could potentially be

() The average cost of borrowing is calculated considering Snam Rete Gas group before the acquisition. The average cost for the first half of 2009 for Italgas group
and Stogit is 2.7% and 3.5%, respectively.
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issued following the allocation or transfer of treasury shares for the stock grant and stock option plans.

The weighted average number of outstanding shares used to calculate the diluted earnings per share is 1,761,582,651
and 1,769,949,827 for the first six months of 2008 and 2009, respectively.
A reconciliation of the weighted average number of outstanding shares used to determine the basic and diluted earn-

ings per share is set out below.

First half 2008 First half 2009
Weighted average number of shares used for the calculation of the diluted earnings per share 1,760,937,288 1,769,949,827
Number of potential shares following stock grant plans 111,700
Number of potential shares following stock option plans 533,663
Weighted average number of shares used for the calculation of the diluted earnings per share 1,761,582,651 1,769,949,827
Profit for the year attributable to the owners of the parent (€m) 259 234
Basic earnings per share (€ per share) 0.15 0.13
Diluited earning per share (€ per share) 0.15 0.13

Segment reporting
Transportation Distri- Regasifi-

(€m) and dispatching bution Storage cation Total
First half 2008
Net core business revenue (a) 924 20 944
less: inter-segment sales (10) (10)
Revenue from third parties 924 10 934
Other revenue and income 6 6
Operating costs 194 5 199
Amortisation, depreciation and impairment losses 239 2 241
Operating profit 496 4 500
Profit 257 2 259
Directly attributable current assets 550 11 561
Directly attributable non-current assets 10,243 91 10,334
Directly attributable current liabilities 1,655 24 1,679
Directly attributable non-current liabilities 5,630 20 5,650
Capital expenditure 475 2 477
First half 2009
Net core business revenue (a) 907 18 925
less: inter-segment sales (8) (8)
Revenue from third parties 907 10 917
Other revenue and income 2 2
Operating costs 221 227
Amortisation, depreciation and impairment losses 246 248
Operating profit 442 444
Net financial expense 91 91
Income taxes 117 2 119
Profit 234 234
Directly attributable current assets 545 267 386 19 1,217
Directly attributable non-current assets 10,652 3,573 2,356 88 16,669
Equity-accounted investments 280 280
Directly attributable current liabilities 1,741 984 503 26 3,254
Directly attributable non-current liabilities 7,043 1,156 1,319 17 9,535
Capital expenditure in property, plants and equipments and intangible assets 435 3 438

(a) Before elimination of inter-segment revenue.

Inter-segment revenue is achieved by applying regulated tariffs or market conditions. Revenue from the sale of goods
and services are all generated in Italy. Costs are nearly entirely incurred in Italy.
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Related party transactions
The following table details the trade, financial and other transactions with related parties and the nature of the more sig-
nificant ones.

Trade and other transactions

(€m)
30 June 2009 First half 2009
Recei-  Paya- Guaran- Risks and Costs (*) Revenue (**)
Name vables bles tees commitments | Goods Services  Other Goods Services Other
Ultimate parent
Eni S.p.A. 273 177 45 418 65 5 1 492
Eni subsidiaries
Saipem S.p.A. 37 23
Stoccaggi Gas Italia S.p.A. 11
Sofid S.p.A. 2 3 2
Eniservizi 6 16 3
Serfactoring S.p.A. 13
Energy Maintenance Services S.p.A. 1 13
Other companies controlled by ENI 1 7 1 4 1
Jointly-controlled entities and associates
A.ES.S.pA. 1 3
Toscana Energia S.p.A. 13
Other Jointly-controlled entities and associates 4
Total Eni group 301 269 45 418 66 48 1 493
State-owned or controlled companies
Enel Group 55 17 128
Other 3 5
Total 359 291 45 418 66 48 1 621

(*) Include costs for goods and services to be used in investing activities.
(**) Includes the interruptibility and equalisation amounts due to the Cassa Conguaglio Settore Elettrico.

Ultimate parent

As described in detail in the directors’ report, on 30 June 2009, the acquisition of the entire share capital of Italgas and
Stogit from Eni was executed with payment by Snam Rete Gas of a consideration of € 4,509 million, including € 2,922
million for Italgas and € 1,587 million for Stogit. The acquisition represents a related party transaction as: (i) Eni is the
controlling shareholder of Snam Rete Gas; (ii) on 12 February 2009, Snam Rete Gas received a commitment letter to
enter into a contract, before the acquisition execution date, for a long-term loan of a maximum of € 1,300 million to be
used to pay part of the acquisition consideration; and (iii) on 12 February 2009, Eni agreed to subscribe the shares aris-
ing from the share capital increase.

The main trade transactions performed with the ultimate parent Eni S.p.A. relate to regulated gas transportation, regasi-
fication, distribution and storage services provided to it, based on the tariffs set by the Electricity and Gas Authority. The
main trade services received from the ultimate parent relate to the supply of goods (natural gas and electricity used by
the group to carry out its activities) and consultancy and technical-operating assistance, charged at fees determined on
an arms’ length basis.

Subsidiaries of Eni

The key transactions performed with Eni’s subsidiaries relate to:

Saipem S.p.A. engineering and work supervision services for the construction of natural gas transportation infrastruc-
tures.

Stoccaggi Gas Italia S.p.A.° Snam Rete Gas uses the natural gas modulation and storage services, which are part of the
activities regulated by the Electricity and Gas Authority

(°) The effects of consolidating Stogit are effective from 1July 2009. The costs incurred by the Group in the first half of 2009 were not eliminated as intragroup trans-
actions.
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Energy Maintenance Services S.p.A. supply of maintenance services for the storage systems.

Serfactoring S.p.A. factoring transactions performed by the company’s suppliers.

The group also works with special purpose entities that provide services to Eni group, including: (i) Eni servizi S.p.A. which
provides general services such as maintenance of buildings, related structures and related systems, transportation serv-
ices, healthcare services, catering, security, supply of non-strategic goods, centralised management of the company’s
archives and personnel administration services; and (ii) Sofid S.p.A., which provides accounting and administrative serv-
ices.

Given the activities performed and nature of the relationship (companies owed entirely or almost entirely by Eni), the
services provided are regulated using tariffs set considering the specific costs incurred and minimum margin to recover
general costs and ensure a return on invested capital.

Jointly controlled entities and associates

The main transactions carried out with jointly controlled entities and associates relate to the supply of IT services.

State-owned or controlled companies

Transactions carried out with state-owned or controlled companies mainly relate to Enel S.p.A. and its subsidiaries for the
transportation, regasification, distribution and storage of natural gas by the group.

Financial transactions
(€m)

30 June 2009 First half 2009

Name Receivables  Other assets Payables © Other liabilities Guarantees | 7" Expense " Income

Ultimate parent
.Eni S.p.A. 1(% 9,705 83 1 98 2
Eni subsidiaries

Eni Insurance Ltd 3

4 9,705 83 1 98 2
*) Assets and liabilities deriving from the measurement of derivatives.
(**) Include financial expense for investments.

(***)  Includes € 23 million related to losses on derivatives.
(****) Relating to derivatives.

Ultimate parent

Transactions with the ultimate parent, Eni S.p.A,, relate to the covering of financial requirements, utilisation of liquidity
and interest rate hedges using derivative contracts.

Subsidiaries of Eni

Transactions with subsidiaries of Eni relate to Eni Insurance Ltd for insurance services.

Effect of transactions or positions with related parties on the financial position, results of operations and cash flows

The effect of transactions or positions with related parties on the balance sheet is summarised in the following table.

31.12.2008 30.06.2009

Total Related Effect Total Related Effect
(€m) parties (%) parties (%)
Cash and cash equivalents 38 37 974
Trade and other receivables 452 289 63.9 623 359 57.6
Other current assets 52 6 11.5 58 4 6.9
Equity-accounted investments 280 280 100.0
Other investments 2 2 100.0
Other non-current assets 3 1 333 9
Short-term financial liabilities 1,023 1,023 100.0 2,156 2,156 100.0
Long-term financial liabilities 5214 5214 100.0 7,550 7,549 100.0
Trade and other payables 536 129 241 958 291 304
Other current liabilities 52 25 48.1 103 54 524
Other non-current liabilities 256 19 74 310 29 94
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The effect of transactions or positions with related parties on the income statement is summarised in the following table:

First half 2008 First half 2009
Total Related Effect Total Related Effect
(€m) parties (%) parties (%)
Core business revenue 934 689 73.8 917 621 67.7
Purchases, services and other costs 143 92 64.3 173 92 53.2
Financial expense 123 120 97.6 71 67 944
Income/(expense) on derivatives 12 12 100.0 21) (21) 100.0

The key cash flows with related parties are given in the following table:

(€m) First half 2008 First half 2009
Revenue and income 689 621
Cost and expense (92) (92)
Change in trade and other receivables 16 54
Change in trade and other payables (78) (22)
Interest collected 13 4
Interest paid (121) (84)
Net cash flows from operating activities 427 481
Investments in property, plant and equipment and intangible assets (41) (31)
Change in consolidation scope (4,509)
Disinvestments 1
Change in payables related to investments 8 an
Net cash flow from investing activities (32) (4,551)
Change in financial liabilities 164 1,250
Cash flows of equity (127) 1,792
Net cash flows from financing activities 37 3,042
Total cash flows with related parties 432 (1,028)
The effect of cash flows with related parties is shown in the following table:
First half 2008 First half 2009

Total Related Effect Total Related Effect
(€m) parties (%) parties (%)
Cash flows from operating activities 600 427 71.2 575 481 837
Cash flows from investing activities (535) (32) 6.0 (4,986) (4,551) 913
Cash flows from financing activities (65) 37 4,449 3,042 68.4

Non-recurring significant events and transactions and other special items
No non-recurring transactions or other special items took place in the first six months of 2009 and 2008.

Positions or transactions deriving from atypical and/or unusual transactions

No such positions or transactions existed.
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Statement pursuant to the guidelines of article 154 - bis.5
of Legislative decree no. 58/1998 (CONSOLIDATED
FINANCE ACT)

1. The undersigned Carlo Malacarne and Antonio Paccioretti, as CEO and Manager in charge of financial reporting of
Snam Rete Gas S.p.A, state, also considering article 154 - bis.3/4 of Legislative decree no. 58 of 24 February 1998:
o the adequacy considering the group’s characteristics, and
o effective application, of the administrative and accounting procedures for the preparation of the condensed
interim consolidated financial statements at 30 June 2009 during the first six months of 2009.

2. The administrative and accounting procedures for the preparation of the condensed interim consolidated financial
statements at 30 June 2009 were designed and the assessment of their adequacy was carried out using the rules and
methods defined in line with the Internal Control - Integrated Framework model issued by the Committee of
Sponsoring Organisations of the Treadway Commission, a benchmark framework for the internal control system gen-
erally accepted at international level.

The administrative and accounting procedures of Italgas and Stogit, acquired on 30 June 2009, have been added to
the parent’s internal control system.

3. They also state that:

3.1. the condensed interim consolidated financial statements at 30 June 2009:

a) have been prepared in accordance with the IFRS issued by the International Accounting Standards Board and
endorsed by the European Commission under the procedure as per article 6 of the EC Regulation no.
1606/2002 of the European Parliament and Council of 19 July 2002;

b) are consistent with the results of the accounting ledgers and entries:

c) are suitable to give a true and fair view of the financial position, results of operations and changes in cash
flows of the issuer and the companies included in the consolidation scope.

3.2. The directors’ report on the condensed interim consolidated financial statements includes references to signifi-
cant events that took place during the first six months of 2009 and their impact on the condensed interim con-
solidated financial statements. It also describes the key risks and uncertainties for the second six months of the
year as well as analysing the related party transactions.

29 July 2009
(signed on the original) (signed on the original)
Carlo Malacarne Antonio Paccioretti
CEO CFO
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Independent auditors’ report

PRICEWATERHOUSE(COPERS

PricewaterhouseCoopers SpA

AUDITORS’ REPORT ON THE REVIEW OF THE CONDENSED INTERIM
CONSOLIDATED FINANCIAL STATEMENTS FOR THE SIX MONTHS ENDED
30 JUNE 2009

To the Shareholders of
SNAM RETE GAS SpA

1 We have reviewed the condensed interim consolidated financial statements
of SNAM RETE GAS SpA and subsidiaries (SNAM RETE GAS Group) for
the six month period ended 30 June 2009 comprising the balance sheet
and income statement, the statement of comprehensive income, statement
of changes in consolidated equity and consolidated statement of cash flows
and related selected notes. SNAM RETE GAS SpA'’s Directors are
responsible for the preparation of the condensed interim consolidated
financial statements in accordance with the International Accounting
Standard (IAS 34), applicable to interim financial reporting, as adopted by
the European Union. Our responsibility is to issue this report based on our
review.

2 Our work was conducted in accordance with the criteria for a review
recommended by the National Commission for Companies and the Stock
Exchange (CONSOB) with Resolution no. 10867 of 31 July 1997. The
review consisted principally of inquiries of company personnel about the
information reported in the condensed interim consolidated financial
statements and about the consistency of the accounting principles utilised
therein as well as the application of analytical review procedures on the
data contained in the above mentioned consolidated financial statements.
The review excluded certain auditing procedures such as compliance
testing and verification and validation tests of the assets and liabilities and
was therefore substantially less in scope than an audit performed in
accordance with generally accepted auditing standards. Accordingly, unlike
an audit on the annual consolidated financial statements, we do not express
a professional audit opinion on the condensed interim consolidated financial
statements.

Sede legale e amministrativa: Milano 20149 Via Monte Rosa 91 Tel. 0277851 Fax 027785240 Cap. Soc. 3.754.400,00 Euro i.v., C.F. e P.IVA
e Reg. Imp. Milano 12979880155 Iscritta al n. 43 dell’Albo Consob — Altri Uffici. Bari 70124 Via Don Luigi Guanella 17 Tel.
0805640211 — Bologna 40122 Via delle Lame 111 Tel. 051526611 — Brescia 25123 Via Borgo Pietro Wuhrer 23 Tel. 0303697501 —
Firenze 50121 Viale Gramsci 15 Tel. 0552482811 — Genova 16121 Piazza Dante 7 Tel. 01029041 - Napoli 80121 Piazza dei
Martiri 30 Tel. 08136181 — Padova 35138 Via Vicenza 4 Tel. 049873481 — Palermo 90141 Via Marchese Ugo 60 Tel. 091349737 -
Parma 43100 Viale Tanara 20/A Tel. 0521242848 — Roma 00154 Largo Fochetti 29 Tel. 06570251 — Torino 10129 Corso Montevecchio
37 Tel. 011556771 — Trento 38100 Via Grazioli 73 Tel. 0461237004 - Treviso 31100 Viale Felissent 90 Tel. 0422696911 — Trieste 34125 Via
Cesare Battisti 18 Tel. 0403480781 - Udine 33100 Via Poscolle 43 Tel. 043225789 — Verona 37122 Corso Porta Nuova 125 Tel.0458002561
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Regarding the amounts of the consolidated financial statements of the prior
year and the condensed interim consolidated financial statements of the
prior year presented for comparative purposes, reclassified to take into
account the amendments introduced by IAS 1 (2007) to the financial
statements presentation, reference should be made to our reports dated 23
March 2009 and dated 29 July 2008 respectively.

3 Based on our review, nothing has come to our attention that causes us to
believe that the condensed interim consolidated financial statements of
SNAM RETE GAS Group as of 30 June 2009 have not been prepared, in all
material respects, in accordance with the International Accounting Standard
(IAS 34), applicable to interim financial reporting, as adopted by the
European Union.

Milan, 29 July 2009

PricewaterhouseCoopers SpA

Marilena Cederna
(Partner)

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