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In 2014 the Group faced strong headwinds in any of its
reference markets. Oil and gas realizations in dollar terms
declined due to lower a Brent price, down by 9% from 2013,

and lower gas benchmarks. Eni’s refining margins (Standard
Eni Refining Margin — SERM) that gauge the profitability

of Eni’s refineries were up by 32.1% from the particularly
depressed level of 2013, due to a fall in the cost of crude oil
feedstock. However, the European refining business continued
to be affected by structural headwinds from lower demand,
overcapacity and increasing competitive pressure from
streams of cheaper refined products imported from Russia, Asia
and the United States. The European gas market was adversely
affected by weak demand, competitive pressures and
oversupply. Price competition was tough taking into account
minimum off-take obligations provided by gas purchase
take-or-pay contracts and reduced sales opportunities. Spot
prices in Europe reported a decrease of 22.7% from 2013.
Electricity sales reported negative margins due to oversupply
and increasing competition from more competitive sources
(photovoltaic and coal-fired plants).

2014 results

In 2014 net profit attributable to Eni’s shareholders was
1,291 million, a decline of €3,869 million from 2013, or 75%;
operating profit of €7,917 million was down by 10.9%.
Business performance was adversely impacted by lower

oil prices which decreased revenues in the Exploration &
Production segment. The mid-downstream business segments
reported cumulatively an improved performance of €1.2 billion
reflecting gas contract renegotiations, cost efficiencies, as
well as optimization and restructuring initiatives, in spite of an
unfavourable trading environment. Furthermore results were
affected by a€221 million loss on the fair-valued interests in
Galp and Snam which underlay two convertible bonds.

In addition to these business trends, 2014 net profit was

impacted by net charges of £2,416 million due to the
alignment of crude oil and product inventories to current
market prices, asset impairments driven by a lower price
environmentin the near to medium term impacting the
recoverable amounts of oil&gas properties and of rigs and
construction vessels in Saipem, as well as the write-off of
deferred tax assets of Italian subsidiaries (€976 million)

due to the projections of lower future taxable profit (€500
million) and the write-off for €476 million of deferred tax
assets accrued in connection with an Italian windfall tax of 6.5
percentage points which adds to the Italian statutory tax rate
of 27.5%. This windfall tax, the so-called Robin Tax, was ruled
to beillegitimate by an Italian Court on February 11, 2015. It
was the first time that a sentence stated the illegitimacy of
ataxrule prospectively, denying any reimbursement right.
As aresult of the abrogation, deferred tax assets of Italian
subsidiaries were recalculated with the lower statutory tax
rate of 27.5% instead of 33%, with the difference being written
off. The effect was considered to be an adjusting event of
2014 results, on the basis of the best review of the matter
currently available, considering the recent pronouncement
of the sentence. These effects were partly offset by the
recognition of a tax gain of €824 million due to the settlement
of a tax dispute with the Italian fiscal Authorities regarding
how to determine a tax surcharge of 4% due by the parent
company Eni SpA (the so called Libyan tax] since 2009.

In 2013 significant disposal gains were recognized due to

the divestment of a 20% stake in the Mozambique discovery
(€£2,994 million) and the fair-value evaluation of Eni’s interest
in Artic Russia (€1,682 million), partly offset by extraordinary
charges and inventory holding losses for €4 billion (post-tax).
These transactions affected the year-on-year comparison of
reported net profit.

In 2014, adjusted net profit attributable to Eni’s shareholders
of €3,707 million decreased by 16.3% and excludes aninventory
holding loss of €£1,008 million and special charges of €1,408
million, net of tax, with a positive adjustment of €2,416 million.

2012 (€ million) 2013 2014 Change % Ch.

4,200 Net profit attributable to Eni's shareholders - continuing operations 5,160 1,291 (3,869) (75.0)
(23)  Exclusion of inventory holding (gains) losses 438 1,008

2,953 Exclusion of special items (1,168) 1,408

7,130  Adjusted netprofit attributable to Eni’s shareholders - continuing operations ©) 4,430 3,707 (723) (16.3)

(a) For a detailed explanation of adjusted operating profit and net profit see paragraph “Reconciliation of reported operating and net profit to results on an adjusted basis”.
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Special charges of £2,197 million were excluded from the
adjusted operating profitin the full year 2014. These amounts
mainly related to impairments of (i) oil&gas properties mainly
driven by the impact of a lower oil price environment in the
near-to-medium term (€692 million); (ii) rigs and construction
vessels of Saipem reflecting expected reduced utilization

rates driven by the outlook of low crude oil prices; (iii) the retail
networks in the Czech Republic and Slovakia to align their

book value to the expected sale price, net of a write-up of Eni’s
interestin the refining joint venture that currently supplies the
divested networks; (iv) investments made for compliance and
stay-in-business purposes which were completely written-off as
theyrelated to certain Cash Generating Units that were impaired
in previous reporting periods and confirmed to lack any prospect
of profitability (€196 million).

Other special charges related to: (i) the effects of fair-value
evaluation of certain commodity derivatives contracts not
meeting the formal criteria to be accounted as hedges under IFRS
(gain of €16 million); (i) environmental provisions and provisions

2012 (€ million)
7,426 Exploration & Production

479  Gas & Power
(181)  Refining & Marketing
(395)  Chemicals
1,111 Engineering & Construction
(247) Other activities
(977)  Corporate and financial companies

661 Impact of unrealized intragroup profit elimination®
7,877  Adjusted net profit - continuing operations

of which attributable to:

47 -Non-controlling interest

7,130 - Eni's shareholders
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for redundancy incentives (€188 million); (iii) exchange
rate differences and exchange rate derivative instruments
reclassified as operating items (losses of €229 million).

Non-operating special items of 2014 excluded from the
adjusted results mainly comprised the negative fair-value
evaluation of certain exchange rate derivatives to hedge
Saipem future exposure on acquired contracts for the part yet
to be executed (€468million). Special items on income taxes
related to tax effects of special gains/charges, the write-off of
deferred tax assets of Italian subsidiaries which were assessed
to be no more recoverable due to the projections of lower future
taxable profit (€500 million)and due to the above mentioned
prospective abrogation of an Italian windfall tax (€476 million)
whose effects were partly offset by tax gain relating to the
Libyan tax (€824 million).

The breakdown of adjusted net profit by segment is shown in
the table below:

2013 2014 Change % Ch.
5,950 4,423 (1,527) (25.7)
(253) 190 443
(232) (147) 85 36.6
(338) (277) 61 18.0
(253) 309 562
(205) (200) 5 2.4
(484) (651) (167) (34.5)
39 152 113
4,224 3,799 (425) (10.1)
(2086) 92 298
4,430 3,707 (723) (16.3)

(a) This item concerned mainly intragroup sales of commodities, services and capital goods recorded in the assets of the purchasing business segment as of end period.

Results by business segment

The decrease in the Group’s adjusted net profit reported in

the fourth quarter of 2014 reflected lower adjusted operating
results recorded by the Exploration & Production segment due
to falling Brent prices, partly offset by significantimprovements
were reported by the Gas & Power segment due to arestored
competitiveness following the renegotiation of the long-term
gas supply portfolio, by the Refining & Marketing segment and
Saipem, which in 2013 incurred exceptional project losses.

Exploration & Production

The Exploration & Production segment reported a 21.1% decrease
in adjusted operating profit to €11,551 million. This result
reflected reduced oil and gas realizations in dollar terms (down
8.9% on average] higher depreciation charges taken in connection

with the start-up of new fields mainly in the second half of 2013,
achieving full ramp-up in the course of 2014. Adjusted net profit
of €4,424 million decreased by 25.7% due to a reduced operating
performance. The adjusted tax rate increased by approximately
2 percentage points in the year due to a larger share of taxable
profitreported in Countries with higher taxations.

Gas & Power

The Gas & Power segment reported an adjusted operating

profit of €310 million reversing an adjusted operating loss of
€638 millionin 2013. The 2014 results were driven by better
competitiveness due to the renegotiation of a substantial portion
of the long-term gas supply portfolio, including one-off effects
related to the purchase costs of volumes supplied in previous
reporting periods, which was larger than in the full year 2013.
The resultalso reflected a positive contribution of international
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LNG sales. These positives were partially offset by a continued
decline in sale prices of gas and electricity, driven by weak
demand and continuing competitive pressure, exacerbated

by oversupply and market liquidity, as well as a different tariff
regime for supplying gas to the residential regulated market.

Adjusted net profit of 2014 amounted to €190 million, up by
€443 millionreported in 2013. This reflected better operating
performance, partially offset by lower results from equity-
accounted entities.

Refining & Marketing

The Refining & Marketing segment reported half-sized
operating losses at €208 million compared to 2013, in spite of
continuing industry headwinds on the back of weak demand
and overcapacity. The improvement was driven by improved
refining margins compared with the particularly depressed
scenario of 2013 following a fall in oil prices, and restructuring
initiatives, including the start of the green refinery projectin
Venice, and cost efficiencies, particularly with respect to energy
and overhead costs. Marketing results were sustained by a
decline of oil prices despite weak demand and rising competitive

Capital expenditure

2012 (€ million)
10,307 Exploration & Production
43 - acquisition of proved and unproved properties
1,850 - exploration
8,304 - development
110 - other expenditure
213 Gas & Power
200 - marketing
13 - international transport
898 Refining & Marketing
675 - refining, supply and logistics
223 - marketing
172 Chemicals
1,011 Engineering & Construction

14 Other activities
152 Corporate and financial companies
38 Impact of unrealized intragroup profit elimination
12,805
756 Capital expenditure - discontinued operations
13,561

Capital expenditure - continuing operations

Capital expenditure

In 2014 capital expenditure amounted to €12,240 million

(€12,800 million in 2013) relating mainly to:

- development activities deployed mainly in Norway, Angola,
Congo, the United States, Italy, Nigeria, Egypt, Kazakhstan,
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pressure. The adjusted net loss for the full year was €147
million, down by €85 million from the previous reporting period.

Engineering & Construction

The Engineering & Construction segment reported an adjusted
operating profit of €479 million, up by €578 million from 2013
reflecting extraordinary losses incurred in 2013 driven by
changed estimates at long-term contracts. Adjusted net profit
increased by €562 million to €309 million.

Versalis

Versalis reported an adjusted operating loss of €346 million, a
decrease of €40 million or 10.4% from 2013. The loss matured
against the backdrop of an unfavourable trading environment
which reflected continued weakness in commodity demand
and increasing competition from non-EU producers. These
trends were partly offset by efficiency initiatives and
restructuring programs, mainly relating to the start-up of the
Porto Torres green chemical project and the shut-down of
certain unprofitable production units as well as lower oil-based
feedstock pricesin the last part of 2014. Adjusted net loss of
€277 million decreased by €61 million from 2013.

2013 2014 Change % Ch.
10,475 10,524 49 0.5
109
1,669 1,398
8,580 9,021
117 105
229 172 (57) (24.9)
206 164
23 8
672 537 (135) (20.1)
497 362
175 175
314 282 (32) (10.2)
902 694 (208) (23.1)
21 30 9 429
190 83 (107) (56.3)
(3) (82) (79)
12,800 12,240 (560) (4.4)
12,800 12,240 (560) (4.4)

Indonesia and exploratory activities of which 98% was spent
outside Italy, primarily in Libya, Mozambique, the United
States, Angola, Nigeria, Indonesia, Cyprus, Norway and
Gabon;



- upgrading of the fleet used in the Engineering & Construction
segment (€694 million);

- refining, supply and logistics in Italy and outside Italy (€362
million) with projects designed to improve the conversion
rate and flexibility of refineries, as well as the upgrade and
rebranding of the refined product retail network in Italy and in
the rest of Europe (€175 million);

- initiatives to improve flexibility of the combined cycle power
plants (€98 million).

Sources and uses of cash

The Company’s cash requirements for capital expenditures,
buy-back program, dividends to shareholders, and working
capital were financed by a combination of funds generated from
operations, borrowings and divestments.

In 2014, net cash provided by operating activities amounted

to €15,110 million, as it was supported by a reduction of

Profit and loss account

2012 (€ million)
127,109 Net sales from operations
1,548 Otherincome and revenues
(99,674)  Operating expenses
of which non-recurring items
(158) Other operating income (expense)
(13,617) Depreciation, depletion, amortization and impairments
15,208 Operating profit
(1,371)  Financeincome (expense)
2,789 Netincome from investments
16,626 Profit before income taxes
(11,679)  Income taxes
70.2  Taxrate (%)
4,947 Net profit - continuing operations
3,732 Net profit - discontinued operations
8,679 Net profit
Attributable to:
7,790 Eni's shareholders:
4,200 - continuing operations
3,590 -discontinued operations
889 Non-controlling interest:
747 - continuing operations

142 -discontinued operations
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working capital in E&P, G&P mainly due to areduction in cash
advances related to the take-or-pay clause in gas long-term
supply contracts, as well as in Saipem. Proceeds from disposals
were €3,684 million and mainly related to the divestment of
Eni’s share in Artic Russia (€2,160 million), an 8% interestin
Galp Energia (€824 million), Eni’s interest in the EnBW joint
venture in Germany, as well as the divestment of Eni’s stake

in the South Stream project. These cash inflows funded cash
outlays relating to capital expenditure totalling €12.240 million
and dividend payments, share repurchases and other changes
amounting to €4,434 million (including €2,020 million related to
the 2014 interim dividend paid to Eni’s shareholders and €380
million of share repurchases), reducing the Group’s net debt
from December 31,2013 by €1,278 million. Net cash provided
by operating activities was negatively affected by lower
receivables due beyond the end of the reporting period, being
transferred to financing institutions compared to the amount
transferred at the end of the previous reporting period (down by
£961 million from December 31, 2013).

2013 2014 Change % Ch.
114,697 109,847 (4,850 (4.2)
1,387 1,101 (286) (20.6)
(95,304) (91,677) 3,627 38
(71) 145 216 304.2
(11,821) (11,499) 322 2.7
8,888 7,917 (971) (10.9)
(1,009) (1,065) (56) (5.6)
6,085 490 (5,595) (91.9)
13,964 7,342 (6,622) (47.4)
(9,005) (6,492) 2,513 27.9
64.5 88.4 23.9
4,959 850 (4,109) (82.9)
4,959 850 (4,109) (82.9)
5,160 1,291 (3,869) (75.0)
5,160 1,291 (3,869) (75.0)
(201) (441) (240)
(201) (441) (240)
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Non-GAAP measures

Reconciliation of reported operating profit and reported

net profit to results on an adjusted basis

Management evaluates Group and business performance on
the basis of adjusted operating profit and adjusted net profit,
which are arrived at by excluding inventory holding gains
orlosses, special items and, in determining the business
segments’ adjusted results, finance charges on finance debt
and interest income. The adjusted operating profit of each
business segment reports gains and losses on derivative
financial instruments entered into to manage exposure to
movements in foreign currency exchange rates which impact
industrial margins and translation of commercial payables
and receivables. Accordingly also currency translation effects
recorded through profit and loss are reported within business
segments’ adjusted operating profit.

The taxation effect of the items excluded from adjusted
operating or net profit is determined based on the specific

rate of taxes applicable to each of them. The Italian statutory
taxrate is applied to finance charges and income. Adjusted
operating profit and adjusted net profit are non-GAAP financial
measures under either IFRS, or US GAAP. Management includes
them in order to facilitate a comparison of base business
performance across periods, and to allow financial analysts

to evaluate Eni’s trading performance on the basis of their
forecasting models. The following is a description of items that
are excluded from the calculation of adjusted results.

Inventory holding gain or loss is the difference between the
cost of sales of the volumes sold in the period based on the
cost of supplies of the same period and the cost of sales of
the volumes sold calculated using the weighted average cost
method of inventory accounting.

Special items include certain significant income or charges
pertaining to either: (i) infrequent or unusual events and
transactions, being identified as non-recurring items under
such circumstances; (ii) certain events or transactions which
are not considered to be representative of the ordinary course
of business, as in the case of environmental provisions,
restructuring charges, asset impairments or write ups and
gains or losses on divestments even though they occurred

in past periods or are likely to occur in future ones; or
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(iii) exchange rate differences and derivatives relating to
industrial activities and commercial payables and receivables,
particularly exchange rate derivatives to manage commodity
pricing formulas which are quoted in a currency other than

the functional currency. Those items are reclassified in
operating profit with a corresponding adjustment to net finance
charges, notwithstanding the handling of foreign currency
exchange risks is made centrally by netting off naturally-
occurring opposite positions and then dealing with any residual
risk exposure in the exchange rate market.

As provided for in Decision No. 15519 of July 27,2006

of the Italian market regulator (CONSOB), non recurring
material income or charges are to be clearly reported in the
management’s discussion and financial tables. Also, special
items allow to allocate to future reporting periods gains and
losses on re-measurement at fair value of certain non hedging
commodity derivatives and exchange rate derivatives relating
to commercial exposures, lacking the criteria to be designed as
hedges, including the ineffective portion of cash flow hedges
and certain derivative financial instruments embedded in the
pricing formula of long-term gas supply agreements of the
Exploration & Production segment.

Finance charges orincome related to net borrowings excluded
from the adjusted net profit of business segments are comprised
of interest charges on finance debt and interestincome

earned on cash and cash equivalents not related to operations.
Therefore, the adjusted net profit of business segments includes
finance charges or income deriving from certain segment-
operated assets, i.e., interest income on certain receivable
financing and securities related to operations and finance
charge pertaining to the accretion of certain provisions recorded
on a discounted basis (as in the case of the asset retirement
obligations in the Exploration & Production segment). Finance
charges orinterestincome and related taxation effects excluded
from the adjusted net profit of the business segments are
allocated on the aggregate Corporate and financial companies.

For areconciliation of adjusted operating profit, adjusted net
profit to reported operating profit and reported net profit see
tables below.



2014

(€ million)
Operating profit
Exclusion of inventory holding (gains) losses
Exclusion of special items
- assetimpairments
- gains on disposal of assets
- risk provisions
- environmental charges
- provision for redundancy incentives

- re-measurement gains/losses on
commodity derivatives

- exchange rate differences and
derivatives

- other
Special items of operating profit
Adjusted operating profit
Net finance (expense) income!®)
Net income from investments®
Income taxes'®
Tax rate (%)
Adjusted net profit
of which attributable to:

- non-controlling interest

- Eni's shareholders

Net profit attributable to Eni's shareholders
Exclusion of inventory holding (gains) losses
Exclusion of special items:

Adjusted net profit attributable to Eni's shareholders

(a) Excluding special items.

Exploration & Production

=
o
N
[+2]
(2]

692
(76)
(5]

24

(28)

6

172
785
11,551
(287)
323
(7.164)
61.8
4,423

Gas & Power

e
[+
(2]

(119)

25

(42)

1

(43)

228

64
243
310

49
(176)
48.1
190

Refining & Marketing

(2,229)
1,576

284
(2)

111
(6]
4

25
445
(208)
(9)
67

(147)

Versalis

—_

~
Qa
o &

96
45

27

12
188
(346)
(3)
(3

(277)

Engineering
& Construction

-
(-]

420

25

461
479
(6)
21
(185)
374
309
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financial companies

Corporate and

(246)

(22)

(2)
(19)
(265)
(542)
(156)
312

(651)

Other activities

—_—
n
N
N

14

4
(3)

32
94
(178)
(22)

(200)

Impact of unrealized
intragroup profit

elimination

w

98
(167)

231

(79

152

GROUP

7917
1,460

1,531
(28)
(10)

173

(16)

229

303
2,197

11,574

(862)
301

(7,214)

65.5
3,799

92
3,707

1,291
1,008
1,408
3,707
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2013

(€ million)
Operating profit
Exclusion of inventory holding (gains) losses
Exclusion of special items
- assetimpairments
- gains on disposal of assets
- risk provisions
- environmental charges
- provision for redundancy incentives

- re-measurement gains/losses on
commodity derivatives

- exchange rate differences and
derivatives

- other
Special items of operating profit
Adjusted operating profit
Net finance (expense) income!?)
Net income from investments!)
Income taxes'®)
Tax rate (%)
Adjusted net profit
of which attributable to:

- non-controlling interest

- Eni's shareholders

Net profit attributable to Eni's shareholders
Exclusion of inventory holding (gains) losses
Exclusion of special items:

Adjusted net profit attributable to Eni's shareholders

(a) Excluding special items.
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Exploration & Production

14,868

19
(283)

52
(2]

(2)
(16)
(225)
14,643
(264)

(8,796)
59.7
5,950

Gas & Power

(2,967)
191

1,685

292
(1)
10

314

(186)

3
2,138
(638)

14

70

(253)

Refining & Marketing

—_
[N
I
[7=]
N

—

n)
n
=

633
(9]

93
91

(2)

3
814
(452)
(6)
56
175

(232)

Versalis

~N
R &
W —

44

4
61
23

(1)
(5)
126
(386)
(2)

50

(338)

Engineering
& Construction

[7=]
00
—

107

(1)

(109)
(1)
(99)
(5)

(151)

(253)

financial companies

Corporate and

.—.
@
©

L

2

(5)
67
(332)
(571)
290
129

(484)

Other activities

.—.
W
@

)

19
(3]
31
52
20

127
(210)

(205)

Impact of unrealized
intragroup profit

elimination

©o w
- o

Kd
~ @
= ®
o o

2,400
(187)
334
205
270

315

(195)

(96)
3,046
129 12,650
(830)
786
(90)  (8,382)
66.5
39 4,224

(206)
4,430

5,160
438
(1,168)
4,430



2012
c
2
b
=4
©
o
o
&
c
2
®
S
s
X
(€ million) w
Operating profit 18,470
Exclusion of inventory holding (gains) losses
Exclusion of special items:
- asset impairments 550
- gains on disposal of assets (542)
- risk provisions 14
- environmental charges
- provision for redundancy incentives 6
- re-measurement gains/losses
on commodity derivatives 1
- exchange rate differences
and derivatives (9)
- other 54
Special items of operating profit 67
Adjusted operating profit 18,537
Net finance (expense) income!®) (264)
Netincome (expense) from investments!® 436
Income taxes!” (11,283)
Tax rate (%) 60.3
Adjusted net profit 7,426

of which attributable to:
- non-controlling interest

- Eni's shareholders

Net profit attributable to Eni's shareholders
Exclusion of inventory holding (gains) losses
Exclusion of special items

Adjusted net profit attributable to Eni's shareholders

Gas & Power(®

(3,125)
163

2,443
(3)
831
(2)

(52)
138
3,360
398
11
233
(163)
254
479

OTHER ACTIVITIES©

g . & v
o c T & 2
k= E E

¥ o £8 § 3 2

(=] T

E E£E55 85 E§ 8

] £ = o C c -

(-3 O Wwd OE [ o

(1,264) (681) 1,453 (341) 1,679 (300)
(29) 63

846 112 25 2

5 1 3 (22) (12)

49 18 5 35

40 1 25

19 14 I 11 2 2

t (3

(8) (11)

53 26
1,004 135 32 16 51 78
(289) (483) 1,485 (325) 1,730 (222)
(14)  (3) (7] (867) (54) (24)

43 2 46 99 38 (1)

9 89 (413) 116 (712)

271 41.5

(181) (395) 1,111 (977) 1,002 (247)
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DISCONTINUED OPERATIONS

£ P
£ g
3£ s
3 & 3
:5 s Tt 2
- 3 s 23 T =
EE 5 & 8% 2 8
208 16,099 (1,679) 788 (891) 15,208
(214) (17) (17)
3,978 3,978

(570) 22 22 (548)

945 945

34 (A1) (71) 63

6 (2 @) 6

(1) (1)

(80) (80)

271 271

4,743  (51) (51) 4,692

(6) 20,825 (1,730) 788 (942) 19,883
(1,222) 54 54 (1,168)

896  (38) (38) 858

2 (12,285) 712 (123) 589 (11,696)
5919 59.8

(4) 8,214 (1,002) 665 (337) 7,877
889 (142) 747

7,325 (195) 7130

7,790 (3,590) (4,200)

(23) (23)

(442) 3395 2,953

7,325 (195) 7,130

(a) Following the divestment plan, Snam results are reclassified from “Gas & Power” sector to “Other activities” and accounted as discontinued operations.

(b) Excluding special items.
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Breakdown special items

2012
4,743
3,978
(570
945
134
66

(1)
(80
271
203

80
(5,373)

(2,354)

(311)
(2,019)
(3,151)
(1,700)

(1,451)

191
(15)

803

147
(965)
(442)

(442)
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(€ million)
Special items of operating profit
- assets impairments
-gains on disposal of assets
- risk provisions
- environmental charges
- provision for redundancy incentives
-commodity derivatives
- exchange rate differences and derivatives
- other
Net finance (income) expense
of which:
- exchange rate differences and derivatives

Netincome from investments

of which:
gains on disposal of assets
of which:
divestment of the 28.57% of Eni’s interest in Eni East Africa
Galp
Snam

South Stream
gains on investment revaluation
of which: Galp
Snam
Artic Russia
-impairments of equity investments
Income taxes
of which:
-impairment of deferred tax assets of Italian subsidiaries
- other tax profit
- deferred tax adjustment on PSAs
-re-allocation of tax impact on intercompany dividends and other special items
- taxes on special items of operating profit
Total special items of net profit
pertaining to:
-non-controlling interest

- Eni's shareholders

2013
3,046
2,400
(187)
334
205
270
315
(195)
(96]
179

195
(5,299)

(3,599)

(3,359)
(98)
(75)

(1,682)

(1,682
11
901

954

490
64
(607)
(1,173)

(5)
(1,168)

2014
2,197
1,531
(28)
(10]
179

(16]
229
303
203

(229)
(189)

(159)

(96)

(54]

(38)
(270)

976
(824)
69
(12]
(479)
1,941

5353
1,408



Summarized group balance sheet

The Summarized Group Balance Sheet aggregates the amount of
assets and liabilities derived from the statutory balance sheet in

accordance with functional criteria which consider the enterprise
conventionally divided into the three fundamental areas focusing
on resource investments, operations and financing. Management
believes that this summarized group balance sheet is useful

(€ million)

Fixed assets
Property, plantand equipment
Inventories - Compulsory stock
Intangible assets
Equity-accounted investments and other investments
Receivables and securities held for operating purposes
Net payables related to capital expenditure

Net working capital
Inventories
Trade receivables
Trade payables
Tax payables and provisions for net deferred tax liabilities
Provisions
Other current assets and liabilities

Provisions for employee post-retirement benefits
Assets held for sale including related liabilities
CAPITAL EMPLOYED, NET

Eni shareholders' equity

Non-controlling interest

Shareholders’ equity

Net borrowings

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

The summarized group balance sheet was affected by a sharp
movement in the EUR/USD exchange rate which determined
anincrease in net capital employed, net borrowings and total
equity of €5,145 million, €137 million and €5,008 million
respectively following translation of the financial statements
of US-denominated subsidiaries reflecting a 12% appreciation
of the US dollar (1EUR=1.214 USD at December 31,2014
compared to 1.379 at December 31, 2013]).

Fixed assets amounted to €82,208 million, representing
anincrease of €5,732 million from December 31, 2013. The
increase was attributable to favourable currency movements,
capital expenditure (€12,240 million), upward revisions of

the previous decommissioning provisions in the Exploration

& Production segment mainly combine with a benign interest
rate environment allowing an increase of €2,112 million. These
increases were partly offset by the depreciation, depletion,
amortization and impairment charges (€11,499 million), the
reduction in the line item “Equity-accounted investments
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information in assisting investors to assess Eni’s capital structure
and to analyze its sources of funds and investments in fixed assets
and working capital. Management uses the summarized group
balance sheet to calculate key ratios such as the proportion of net
borrowings to shareholders’ equity (leverage) intended to evaluate
whether Eni’s financing structure is sound and well-balanced.

December 31,2013 December 31,2014 Change
63,763 71,962 8,199
2,573 1,581 (992)
3,876 3,645 (231)
6,180 5,130 (1,050)
1,339 1,861 522
(1,255) (1,971) (716)
76,476 82,208 5,732
7,939 7,555 (384)
21,212 19,709 (1,503)
(15,584) (15,015) 569
(3,062) (1,865) 1,197
(13,120) (15,898) (2,778)
1,274 222 (1,052)
(1,341) (5,292) (3,951)
(1,279) (1,313) (34)
2,156 291 (1,865)
76,012 75,894 (118)
58,210 59,754 1,544
2,839 2,455 (384)
61,049 62,209 1,160
14,963 13,685 (1,278)
76,012 75,894 (118)

and other investments” (down €1,051 million) due to the
divestment of Eni’s interestin Galp and the fair value evaluation
of the residual interest, the sale of other interests (South
Stream and EnBw), as well as the decrease in the compulsory
inventories reflecting lower commodity prices (€991 million).

Net working capital (negative €5,292 million) reported a
decrease of €£3,951 million. This reflected lower “other current
assets, net” (down €1,052 million] following the reduction of
netreceivables vs. joint venture partners in the Exploration

& Production segment, and decreased deferred costs related
to pre-paid gas volumes provided by take-or-pay obligations
due to volume makeup in the year as a result of contract
renegotiations. Also lower inventories of crude oil and products
(down €384 million) were recorded due to the alignment to
current prices. The balance of trade receivables and trade
payables declined by €934 million mainly in the Exploration &
Production segment. Finally, lower tax payables and provisions
for deferred taxes were recorded due to the recognition of the

75



Eni Annual Report / Financial review

above mentioned tax gain on Libyan tax by the parent company
Eni SpA, net of the amount already collected in the fourth
quarter, and as taxes paid were larger than those accrued

in the full year due to a lowered taxable profit. These were
partly offset by the write-off of deferred tax assets of Italian
subsidiaries for €376 million.

Shareholders’ equity including non-controlling interest was
€62,209 million, representing anincrease of €1,160 million
from December 31, 2013. This was due to comprehensive
income for the year (€5,598 million) as a result of net profit

NET BORROWINGS AND LEVERAGE

Eni evaluates its financial condition by reference to net
borrowings, which is calculated as total finance debt less:
cash, cash equivalents and certain very liquid investments
not related to operations, including among others non-
operating financing receivables and securities not related
to operations. Non-operating financing receivables consist
of amounts due to Eni’s financing subsidiaries from banks
and other financing institutions and amounts due to other
subsidiaries from banks for investing purposes and deposits
in escrow. Securities not related to operations consist

(€ million)
Total debt:
- Short-term debt
-Long-term debt
Cashand cashequivalents
Securities held for non-operating purposes
Financing receivables for non-operating purposes
Net borrowings
Shareholders’ equity including non-controlling interest
Leverage
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(€850 million), positive foreign currency effects (€5,008
million), net of negative changes in the cash flow hedge reserve
(€167 million), and of the reversal of the fair-value reserve
recorded in equity on Galp interest due to the divestment. This
addition to equity was partly offset by dividend payments

to Eni’s shareholders and other changes of €4,438 million
(dividend to Eni’s shareholders of €4,006 million, of which
€2,020 million related to the interim dividend for fiscal year
2014, share repurchases amounting to £380 million and
dividends paid to non-controlling interest).

primarily of government and corporate securities.

Leverage is a measure used by management to assess the
Company’s level of indebtedness. It is calculated as a ratio of
net borrowings which is calculated by excluding cash and cash
equivalents and certain very liquid assets from financial debt
to shareholders’ equity, including non-controlling interest.
Management periodically reviews leverage in order to assess
the soundness and efficiency of the Group balance sheetin
terms of optimal mix between net borrowings and net equity,
and to carry out benchmark analysis with industry standards.

December 31, December 31,

2013 2014 Change
25,560 25,891 331

4,685 6,575 1,890
20,875 19,316 (1,559)
(5,431) (6,614) (1,183)
(5,037) (5,037)

(129) (555) (426)
14,963 13,685 (1,278)
61,049 62,209 1,160

0.25 0.22 (0.03)
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Summarized Group Cash Flow Statement and Change in net borrowings

Eni’s summarized Group cash flow statement derives from equivalents for the period by adding/deducting cash flows
the statutory statement of cash flows. It enables investors to relating to financing debts/receivables (issuance/repayment
understand the link existing between changes in cash and cash of debt and receivables related to financing activities),
equivalents (deriving from the statutory cash flows statement) shareholders’ equity (dividends paid, net repurchase of
and in net borrowings (deriving from the summarized cash own shares, capital issuance) and the effect of changes in
flow statement) that occurred from the beginning of the consolidation and of exchange rate differences; and (i) change
period to the end of period. The measure enabling such a link is in net borrowings for the period by adding/deducting cash flows
represented by the free cash flow which is the cash in excess relating to shareholders’ equity and the effect of changes in
of capital expenditure needs. Starting from free cash flow it consolidation and of exchange rate differences. The free cash
is possible to determine either: (i) changes in cash and cash flow is a non-GAAP measure of financial performance.
2012 (€ million) 2013 2014 Var. ass.
4,947 Net profit - continuing operations 4,959 850 (4,109)
Adjustments to reconcile net profit to net cash provided by operating activities:
11,501 - depreciation, depletion and amortization and other non monetary items 9,723 12,131 2,408
(875) -net gains on disposal of assets (3,770) (95) 3,675
11,962 - dividends, interests, taxes and other changes 9,174 6,655 (2,519)
(3,281) Changes in working capital related to operations 456 2,668 2,212
(11,702) Dividends received, taxes paid, interest (paid) received during the period (9,516) (7,099) 2,417
12,552 Net cash provided by operating activities - continuing operations 11,026 15,110 4,084
15 Net cash provided by operating activities - discontinued operations
12,567 Net cash provided by operating activities 11,026 15,110 4,084
(12,805) Capital expenditure - continuing operations (12,800) (12,240) 560
(756) Capital expenditure - discontinued operations
(13,561) Capital expenditure (12,800) (12,240) 560
(569) Investments and purchase of consolidated subsidiaries and businesses (317) (408) (91)
6,025 Disposals 6,360 3,684 (2,676)
(193) Other cash flow related to capital expenditure, investments and disposals (243) 435 678
4,269 Free cash flow 4,026 6,581 2,555
(79) Borrowings (repayment) of debt related to financing activities® (3,981) (414) 3,567
5,814 Changes in short and long-term financial debt 1,715 (628) (2,343)
(3,743) Dividends paid and changes in non-controlling interests and reserves (4,225) (4,434) (209)
(16) Effect of changes in consolidation and exchange differences (40) 78 118
6,245 NET CASH FLOW (2,505) 1,183 3,688

Changes in net borrowings

2012 (€ million) 2013 2014 Change
4,269 Free cash flow 4,026 6,581 2,555
(2) Net borrowings of acquired companies (21) (19) 2
12,446 Net borrowings of divested companies (23) 23
(345) Exchange differences on net borrowings and other changes 349 (850) (1,199)
(3,743) Dividends paid and changes in non-controlling interest and reserves (4,225) (4,434) (209)
12,625 CHANGE IN NET BORROWINGS 106 1,278 1,172
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Risk factors and uncertainties

The risks described below may have a material adverse effect
on our operational and financial performance. We invite our
investors to consider these risks carefully.

Our operating results and cash flow and future rate of growth
are exposed to the effects of fluctuating prices of crude oil,
natural gas, oil products and chemicals.

Prices of oil and natural gas have a history of volatility due

to many factors that are beyond Eni’s control. These factors

include among other things:

(i) global and regional dynamics of oil and gas supply and
demand. The price of crude oil dropped significantly in the
last part of 2014 with oil prices falling from the level of
approximately $110 a barrel by mid-year down to below
the $50 mark. This decline was driven by surging crude
oil output mainly in non-OPEC countries, like the United
States, Russia, Brazil and Canada, in the face of a continuing
slowdown in global demand. Eni believes that global olil
demand will grow at a moderate pace in the short to medium
term due to sluggish economic activity in Europe and other
macroeconomic uncertainties, and more efficient use
of fuels and energy in OECD countries whereas crude ol
production is forecast to grow at a higher pace than demand.
We currently forecast $55 a barrel for the full year 2015
which is lower than the average level achieved in 2014 of
approximately $100 a barrel;

(i) global political developments, including sanctions
imposed on certain producing countries and conflict
situations;

(iii) global economic and financial market conditions;

(iv) theinfluence of the Organization of the Petroleum
Exporting Countries (“OPEC”) over world supply and
therefore oil prices;

(v] prices and availability of alternative sources of energy
(e.g., nuclear, coal and renewables);

(vi) weather conditions;

(vii) operationalissues;

(viii) governmental regulations and actions;

(ix) successindevelopmentand deployment of new
technologies for the recovery of crude oil and natural gas
reserves and technological advances affecting energy
consumption; and

(x) the effect of worldwide energy conservation and
environmental protection efforts.

All these factors can affect the global balance between
demand and supply for oil and prices of oil. Price fluctuations
may have a material effect on the Group’s results of
operations and cash flow. Generally speaking, lower oil prices
from one year to another reduce the Group consolidated
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results of operations and cash flow and vice versa.

The effect of changes in oil prices on Eni’s average realization
for produced oil and therefore its revenues in the Exploration
& Production segmentis immediate. We estimate that our
consolidated net profit and cash flow vary by approximately
€0.15 billion for each one-dollar change in the price of

the Brent crude oil benchmark with respect to our pricing
scenario for the year 2015. In addition to the adverse effect
on revenues, profitability and cash flow, lower oil and gas
prices could result in debooking of proved reserves, if they
become uneconomic in this type of environment, and asset
impairments. Depending on the materiality and rapidity of
adecrease in crude oil prices, we may also need to review
investment decisions and the viability of development
projects.

Lower oil and gas prices over prolonged periods may also
adversely affect Eni’s results of operations and cash flows
and hence the funds available to finance expansion projects,
further reducing the Company’s ability to grow future
production and revenues. In addition they may reduce returns
at development projects either planned or being implemented
forcing the Company to reschedule, postpone or cancel
development projects. Finally, lower oil prices over prolonged
periods may trigger a review of the future recoverability of
the Company’s carrying amounts of oil and gas properties,
resulting in the recognition of significant impairment charges,
and may impact shareholders returns, including dividends
and share buybacks, or share price.

Eni estimates that movements in oil prices impact
approximately 50% of Eni’s current production. A further 35%
of Eni’s current production which derives from production
sharing contracts is unaffected by crude oil price movements
which instead impact the Company’s volume entitlements
(see disclosure below]. Finally, Eni estimates that exposure
to changes in crude oil prices of approximately 5-10% of Eni’s
production is offset by equivalent and contrary movements
in the procurement costs of gas in Eni’s long-term supply
contracts which index the cost of gas to crude oil prices,
reflecting Eni’s decision late in 2013 to fully exploit the
benefits of the natural hedging occurring between Eni’s
Exploration & Production and Gas & Power segments. In
previous reporting periods Eni entered into commodity
derivatives to protect margins on gas sales in Eni’s Gas &
Power business from exposure to crude oil changes and late in
2013 Eni discontinued this policy with a view to exploiting the
natural hedge provided by Eni’s production of crude oil. This
developmentinfluenced Eni’s results of operations in 2014
and will affect the Group’s consolidated results going forward.
However, high oil and gas prices can adversely impact the
demand for our products and consequently our profitability,



especially in the Refining & Marketing business.

Furthermore, a high price scenario may imply increase of
costs and taxes and may negatively impact the share of
production and reserve to which Eni is entitled under some
Production Sharing Agreements (PSAs) (See the specific risks
of the Exploration & Production segment below).

In gas markets, price volatility reflected the dynamics of
demand and supply for natural gas. In 2014, gas demand

in Europe dropped on average by approximately 12% in the
28-EU countries compared to the previous year driven by
exceptionally mild weather conditions in the first part of

the year and competition from coal and a growing share

of electricity generation from renewables. Despite falling
demand, gas supply has continued to increase duetoa
number of factors, mainly increased availability of liquefied
natural gas (“LNG”) on global scale, take-or-pay obligations
provided by long-term supply contracts held by European gas
wholesalers and the other trends described in the specific
risk-factors section of our Gas & Power business below. The
increased liquidity of European hubs put significant downward
pressure on spot prices. We expect those trends to continue in
the foreseeable future due to a weak outlook for gas demand
and continued oversupplies. In case we fail to renegotiate

our long-term gas supply contract in order to make our gas
competitive as market conditions evolve, our profitability and
cash flow in the Gas & Power segment would be significantly
impacted by current downward trends in gas prices.

The Refining & Marketing segment is substantially affected by
changes in European refining margins, which reflect changes

in prices of crude oil and refined products. The prices of refined
products depend on global and regional supply/demand
balances, inventory levels, refinery operations, import/export
balances and weather conditions. Furthermore, Eni’s realized
margins are also affected by price differentials between heavy
crudes versus light ones, taking into account the ability of Eni’s
refineries to process complex crudes. This may represent a cost
advantage for Eni when light-heavy differential widens. Finally,
itis worth noting that the impact of changes in crude oil prices
on Eni’s refining businesses depends on the speed at which

the prices of refined products adjust to reflect movements in
oil prices, as a time lag exists between movements in oil prices
and in prices of finished products. Generally speaking, when oil
prices decline, depending also on the rapidity and materiality of
the decline, our refining margins improve on the short-term, and
vice versa. However, we believe thatin the current depressed
environment for refining margins, lower costs of the crude

oil feedstock could represent only a temporary boost to our
refining margins due to the structural headwinds existing in the
European industry. Those headwinds include excess capacity
and the competitive pressure from oil products having a
cheaper cost structure than ours. See “Competition” below.
Also our chemical segment is subject to fluctuations in supply
and demand for petrochemical products and movements in
crude oil prices, to which costs of feedstock are indexed, with
aconsequent effect on prices and profitability. Similarly to

our Refining & Marketing segment, our chemicals segment

has been negatively impacted by structural headwinds tied

to excess capacity, weak commodity demand in Europe and
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the competition from cheaper products coming from Asia and
the United States. See “Competition below”. Based on these
negative trends, we believe that any improvement in the oil-
linked costs of the petrochemical feedstock will represent only
atemporary boost to our margins of petrochemical products.

Competition

There is strong competition worldwide, both within the oil
industry and with other industries, to supply energy to the
industrial, commercial and residential energy markets.

Eni faces strong competition in each of its business segments.
In the current uncertain financial and economic environment,
Eni expects that prices of energy commodities, in particular oil
and gas, will be very volatile, with average prices and margins
influenced by changes in the global supply and demand for
energy as well as in the market dynamics. This is likely to
increase competition in all of Eni’s businesses, which may
impact costs and margins. Competition affects licence costs
and product prices, with a consequent effect on our margins
and our market shares. Eni’s ability to remain competitive
requires continuous focus on technological innovation,
reducing unit costs and improving efficiency. It is also depends
on our ability to get an access to new investment opportunities,
bothin Europe and worldwide.

* Inthe Exploration & Production segment, Eni faces
competition from both international and state-owned oil
companies for obtaining exploration and development
rights, and developing and applying new technologies

to maximize hydrocarbon recovery. Furthermore, Eni

may face a competitive disadvantage because of its
relatively smaller size compared to other international ol
companies, particularly when bidding for large scale or
capital intensive projects, and may be exposed to industry-
wide costincreases to a greater extent compared to its
larger competitors given its potentially smaller market
power with respect to suppliers. If, as a result of those
competitive pressures, Eni fails to obtain new exploration
and development acreage, to apply and develop new
technologies, and to control costs, its growth prospects and
future results of operations and cash flows may be adversely
affected.

In the Gas & Power segment, Eni faces strong competition

from gas and energy players to sell gas to the industrial
segment, the thermoelectric sector and the retail customers
bothin the Italian market and in markets across Europe.
Competition has been fuelled by ongoing weak trends

in demand due to the downturn and macroeconomic
uncertainties, oversupplies which have been supported by
large availability of liquefied natural gas (“LNG”) on global
scale, and inter-fuel competition due to rising use of coal in
firing power plants due to cost advantages and a dramatic
growth in the adoption of renewable sources of energy
(photovoltaic and solar]) which have materially impacted
the use of gas in the production of electricity and hence
sales of gas to the thermoelectric industry. The extensive
development of shale gas in the United States was another
fundamental trend that aggravated the oversupply situation
in Europe. The continuing growth in the production of shale
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gas in the United States increased global gas supplies.
These marketimbalances in Europe were exacerbated

by the fact that throughout the last decade andup toa

few years ago the market consensus projected that gas
demand in the continent would grow steadily till 2020 and
beyond driven by economic growth and increased use of
gas in firing power production. European gas wholesalers
including Eni committed well in advance to purchasing large
amounts of gas under long-term supply contracts with
so-called “take-or-pay” clauses from the main producing
countries bordering Europe (namely Russia and Algeria)

and invested heavily to upgrade existing pipelines and to
build new infrastructure along several European routes

in order to expand gas import capacity to continental
markets. Long-term gas supply contracts with take-or-pay
clauses expose gas wholesalers to a volume risk as they

are contractually required to purchase minimum annual
amounts of gas or, in case of failure, to pay the underlying
price. Due to the trends described above of the prolonged
economic downturn and inter-fuel competition, the projected
increases in gas demand failed to materialize, resulting in

a situation of oversupply and pricing pressure. As demand
contracted across Europe, gas supplies built, thus driving
the development of very liquid continental hubs to trade
spot gas. Spot prices at continental hubs became the main
benchmarks to which selling prices are indexed in supplies
to large industrial customers and thermoelectric utilities.
The profitability of gas operators was negatively impacted
by falling sales prices at those hubs, where prices have been
pressured by intense competition among gas operators in
the face of weak demand, oversupplies and the constraint to
dispose of minimum annual volumes of gas to be purchased
under long-tem supply contracts. We believe that those
headwinds have become structural ones and therefore we
do not expect any meaningful improvementin the European
gas sector for the foreseeable future. Gas demand will
remain weak due to macroeconomic uncertainties and
unclear EU policies regarding how to satisfy energy demand
in Europe and the energetic mix. Supplies at continental
hubs will continue building up also in view of a possible
ramp-up of LNG exports from the United States due to steady
growth in gas production and ongoing projects to reconvert
LNG re-gasification facilities into liquefaction export units
and the start of several LNG projects in the Pacific Region
and elsewhere.

We believe that these ongoing negative trends may adversely
affect the Company’s future results of operations and cash
flows, also taking into account the Company’s contractual
obligations to off-take minimum annual volumes of gas in
accordance toits long-term gas supply contracts with take-
or-pay clauses.

Inits Gas & Power segment, Eniis vertically integrated in
the production of electricity via its gas-fired power plants
which currently use the combined-cycle technology. In the
electricity business, Eni competes with other producers

and traders from Italy or outside of Italy who sell electricity
on the Italian market. Going forward, the Company expects
continuing competition due to the projections of weak
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economic growth in Italy and Europe over the foreseeable
future, also causing outside players to place excess
production in the Italian market. The economics of the gas-
fired electricity business have dramatically changed over
the last few years due to ongoing competitive trends. Spot
prices of electricity in the wholesale market across Europe
decreased due to excess supplies driven by the growing
production of electricity from renewable sources, which also
benefited from governmental subsides, and a recovery in
the production of coal-fired electricity generation which was
helped by a substantial reduction in the price of this fuel on
the back of a massive oversupply of coal which occurred on
a global scale. As a result of falling electricity prices, margins
on the production of gas-fired electricity wentinto negative
territory. Eni believes that the profitability outlook in this
business will remain weak in the foreseeable future.

Our Refining & Marketing business faces strong competition
in the marketing of refined products to final customers in the
retail and wholesale markets in Italy and in certain countries
in Europe where we have an established presence. The
economics of this business have progressively deteriorated
over the latest years due to structural headwinds in the
industry. Refining and distribution margins have been
negatively impacted by a combination of drivers, including
weak demand for fuels due to the economic downturn
particularly in Italy, high crude oil feedstock costs, trends

in oil-linked costs of energy and other plant utilities,

excess refining capacity across Europe and increasing
competition of products streams coming from Russia, the
Middle East, East Asia and the United States. This latter
trend is particularly worrisome as refiners in those areas
can leverage on cost advantages due to plans scale and
availability of cheap raw materials. The United States, for
example, have become a net exporter of refined products,
particularly gasoline and middle distillates, due to the tight
oil revolution which has improved the competitiveness

of US-based refiners as prices of US crudes are generally
lower than the Brent crude to which crude oil purchases of
European refiners are mainly indexed. Instead, Eni’s margins
of refined products were affected by cost disadvantages
due to unfavourable geographic location and lack of scale of
Eni’s refineries. Furthermore, narrowing price differentials
between the Brent benchmark and heavy crude qualities

hit Eni’s profitability of complex cycles which depends upon
the availability of cheaper crude qualities than the Brent
crude in order to remunerate the higher operating costs of
complex plants. This latter trend reflected reduced supplies
of heavy crudes in the Mediterranean area, reversing the
pattern observed historically whereby heavy crude qualities
traded at a discount vs. the Brent benchmark due to their
relatively smaller yield of valuable products. These trends
negatively affected Eni’s integrated refining and marketing
results of operations and cash flows in recent years. This
segmentreported losses at the operating level and negative
cash flows for several consecutive years. In 2014 operating
losses amounted to €2.23 billion. We believe that these
competitive headwinds have become structural trends

and looking forward we do not expect any reversal of those



trends in the foreseeable future, thus negatively impacting
the profitability outlook in our Refining & Marketing segment
over the foreseeable future.

In the retail marketing of refined products both in Italy

and abroad, Eni competes with oil companies and non-

oil operators (such as supermarket chains and other
commercial operators] to obtain concessions to establish
and operate service stations. Eni’s service stations compete
primarily on the basis of pricing, services and availability
of non-petroleum products. Eni expects that competitive
pressures will continue in the foreseeable future.

In the Chemical segment, Eni faces strong competition
from well-established international players and state-
owned petrochemical companies, particularly in the most
commoditized segments such as the production of basic
petrochemicals products and plastics. Many of those
competitors based in the Far East and the Middle East

are able to benefit from cost advantages due to scale,
favourable environmental regulations, availability of cheap
feedstock and proximity to end-markets. Excess capacity
and sluggish economic growth in Europe have exacerbated

competitive pressures with negative impacts on profitability.

Furthermore, petrochemical producers based in the United
States have regained market share, as their cost structure
has become competitive due to the availability of cheap
feedstock deriving from the production of domestic shale
gas. The Company expects continuing margin pressures
inits petrochemical segmentin the foreseeable future as
aresult of those trends which we believe have become
structural headwinds. This segment has reported losses
atthe operating level and negative cash flows for several
consecutive years, driven by the trends in the industry
described above. In 2014 operating losses amounted to
€704 million. Management believes that the profitability
outlook in Eni’s Petrochemical segment will remain negative
over the foreseeable future due to anticipated weak trends
in European demand for petrochemical commodities, strong
competitive pressures and overcapacity.

Competition in the oil field services, construction and
engineering industries is primarily based on technical
expertise, quality and number of services and availability
of technologically advanced facilities (for example, vessels
for offshore construction). Lower oil prices could resultin
lower margins and lower demand for oil services. Failure
or inability to respond effectively to competition could
adversely impact the Company’s growth prospects, future
results of operations and cash flows in this business. In
2014 the Company’s Engineering & Construction segment
returned to profit following the sizeable losses incurred

in the previous year. However the level of profitability in
2014 was below management’s own targets and initial
guidance as the execution of legacy, low-margin contracts
dragged down profitability. Furthermore there was a slow
ramp-up of activities at newly acquired orders due to
market uncertainties and a continuing deterioration in the
competitive environment. The business outlook remains
challenging due to a number of headwinds. These include
strong competitive pressures and risks and uncertainties
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relating to the acceptance by customers of the works
done in the execution of certain legacy contracts which
are still in progress. Finally a slowdown in oil prices may
force oil companies to revise their capital budget plans
and postpone investment decision. This trend may hurt
profitability of our oilfield services and engineering
segment in the next future years.

Safety, security, environmental and other operational risks
The Group engages in the exploration and production of ol

and natural gas, processing, transportation, and refining of
crude oil, transport of natural gas, storage and distribution of
petroleum products, production of base chemicals, plastics
and elastomers. By their nature the Group’s operations expose
Eni to a wide range of significant health, safety, security and
environmental risks. The magnitude of these risks is influenced
by the geographic range, operational diversity and technical
complexity of Eni’s activities. Eni’s future results from operations
and liquidity depend on its ability to identify and mitigate the
risks and hazards inherent to operating in those industries.

In exploration and production, Eni faces natural hazards and
other operational risks including those relating to the physical
characteristics of oil and natural gas fields. These include
the risks of eruptions of crude oil or of natural gas, discovery
of hydrocarbon pockets with abnormal pressure, crumbling
of well openings, leaks that can harm the environment and
the security of Eni’s personnel and risks of blowout, fire or
explosion. Accidents at a single well can lead to loss of life,
damage or destruction to property, environmental damage
and consequently potential economic losses that could have
amaterial and adverse effect on the business, results of
operation, liquidity, reputation and prospects of the Group.
Eni’s activities in the Refining & Marketing and Chemical
segments also entail health, safety and environmental risks
related to the overall life cycle of the products manufactured,
and to raw materials used in the manufacturing process,
such as oil-based feedstock, catalysts, additives and
monomer feedstock. These risks can arise from the intrinsic
characteristics of the products involved (flammability,
toxicity, or long-term environmental impacts such as
greenhouse gas emissions and risks of various forms of
pollution and contamination of the soil and the groundwater),
their use, emissions and discharges resulting from their
manufacturing process, and from recycling or disposing of
materials and wastes at the end of their useful life.

All of Eni’s segments of operations involve, to varying degrees,
the transportation of hydrocarbons. Risks in transportation
activities depend both on the hazardous nature of the
products transported, and on the transportation methods
used [mainlg pipelines, maritime, river-maritime, rail, road,
gas distribution networks), the volumes involved and the
sensitivity of the regions through which the transport passes
(quality of infrastructure, population density, environmental
considerations). All modes of transportation of hydrocarbons
are particularly susceptible to a loss of containment of
hydrocarbons and other hazardous materials, and, given the
high volumes involved, could present a significant risk to
people and the environment.
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The Company invests significant resources in order to upgrade
the methods and systems for safeguarding the safety and
health of employees, contractors and communities, and the
environment; to prevent risks; to comply with applicable laws
and policies; and to respond to and learn from unexpected
incidents. Eni seeks to minimize these operational risks by
carefully designing and building facilities, including wells,
industrial complexes, plants and equipment, pipelines, storage
sites and distribution networks, and managing its operations
in a safe, compliant and reliable manner. Failure to manage
these risks could effectively resultin unexpected incidents,
including releases or oil spills, blowouts, fire, mechanical
failures and other incidents resulting in personal injury, loss
of life, environmental damage, legal liabilities and/or damage
claims, destruction of crude oil or natural gas wells as well

as damage to equipment and other property, all of which
could lead to a disruption in operations. Eni’s operations are
often conducted in difficult and/or environmentally sensitive
locations such as the Gulf of Mexico, the Caspian Sea and the
Arctic. In such locations, the consequences of any incident
could be greater than in other locations. Eni also faces risks
once production is discontinued, because Eni’s activities
require decommissioning of productive infrastructure and
environmental site remediation.

Furthermore, in certain situations where Eniis not the
operator, the Company may have limited influence and control
over third parties, which may limit its ability to manage and
control such risks.

Eni’sinsurance subsidiary provides insurance coverage to
Eni’s entities, generally up to $1.1 billion in case of offshore
incident and $1.5 billion in case of incident at onshore
facilities (refineries). In addition, the Company also maintains
worldwide third-party liability insurance coverage for all of

its subsidiaries. Management believes thatits insurance
coverage isin line with industry practice and sufficient to
cover normal risks in its operations. However, the Company

is notinsured against all potential risks. In the event of a
major environmental disaster like BP Deepwater Horizon, for
example, Eni’s third-party liability insurance would not provide
any material coverage and thus the Company’s liability would
far exceed the maximum coverage provided by its insurance.
The loss Eni could sufferin the event of such a disaster would
depend on all the facts and circumstances of the event and
would be subject to a whole range of uncertainties, including
legal uncertainty as to the scope of liability for consequential
damages, which may include economic damage not directly
connected to the disaster.

The occurrence of the events mentioned above could have a
material adverse impact on the Group’s business, competitive
position, cash flow, results of operations, liquidity, future
growth prospects, shareholders’ return and damage the
Group’s reputation.

The Company cannot guarantee thatit will not sufferany
uninsured loss and there can be no guarantee, particularly

in the case of a major environmental disaster or industrial
accident, that such loss would not have a material adverse
effect on the Company.

Risks associated with the exploration and production of oil and
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natural gas

The exploration and production of oil and natural gas requires
high levels of capital expenditures and are subject to natural
hazards and other uncertainties, including those relating to the
physical characteristics of oil and gas fields. A description of
the main risks facing the Company’s business in the exploration
and production of oil and gas is provided below.

(i]  €ni’s oil and natural gas offshore operations are particularly
exposed to health, safety, security and environmental risks
Eni has material operations relating to the exploration and
production of hydrocarbons located offshore. In 2014,
approximately 55% of Eni’s total oil and gas production for
the year derived from offshore fields, mainly in Egypt, Libya,
Norway, Italy, Angola, Congo, the Gulf of Mexico, United
Kingdom and Nigeria. Offshore operations in the oil and gas
industry are inherently riskier than onshore activities. As
the Macondo accident in the Gulf of Mexico has shown, the
potential impacts of offshore accidents and spills to health,
safety, security and the environment can be catastrophic
due to the objective difficulties in handling hydrocarbons
containment and other factors. Further, offshore operations
are subject to marine risks, including severe storms and
other adverse weather conditions and vessel collisions,
as well as interruptions or termination by governmental
authorities based on safety, environmental and other
considerations. Failure to manage these risks could result
ininjury or loss of life, damage to property, environmental
damage, and could result in regulatory action, legal liability,
loss of revenues and damage to Eni’s reputation and could
have a material adverse effect on Eni’s operations, results,
liquidity, reputation and prospects.

(ii] Exploratory drilling efforts may be unsuccessful
Exploration drilling for oil and gas involves numerous
risks including the risk of dry holes or failure to find
commercial quantities of hydrocarbons. The costs of
drilling, completing and operating wells have margins of
uncertainty, and drilling operations may be unsuccessful
as aresultof alarge variety of factors, including geological
play failure, unexpected drilling conditions, pressure or
heterogeneities in formations, equipment failures, well
control (blowouts) and other forms of accidents, and
shortages or delays in the delivery of equipment. The
Company also engages in exploration drilling activities
offshore, also in deep and ultra-deep waters, in remote
areas and in environmentally sensitive locations (such
as the Barents Sea). In these locations Eni generally
experiences more challenging conditions and incurs higher
exploration costs than onshore or in shallow waters.
Failure to discover commercial quantities of oil and natural
gas could have an adverse impact on Eni’s future growth
prospects, results of operations and liquidity. Because
Eni plans to make investments in executing exploration
projects, itis likely that Eni will incur significant amounts of
dry hole expenses in future years. Some of these activities
are high-risk high-reward projects that generally involve
sizeable plays located in deep and ultra-deep waters or



(iii]

at higher depths where operations are more challenging
and costly thanin other areas. Furthermore, deep and
ultra-deep water operations will require significant time
before commercial production of discovered reserves can
commence, increasing both the operational and financial
risks associated with these activities. The Company plans to
conduct exploration projects offshore West Africa (Angola,
Nigeria, Congo and Gabon), East Africa (Mozambique, Kenya
and South Africa), South-East Asia (Indonesia, Vietnam,
Myanmar and other locations), Australia, the Norwegian
Barents Sea, the Mediterranean and offshore Gulf of

Mexico. In 2014, the Company spent approximately €1.40
billion to conduct exploration projects and it plans to spend
approximately €1.2 billion on average in the next four-year
plan on exploration activities. Unsuccessful exploration
activities and failure to discover additional commercial
reserves could reduce future production of oil and natural
gas which is highly dependent on the rate of success of
exploratory program.

Development projects bear significant operational risks

which may adversely affect actual returns

Eniis executing several development projects to produce

and market hydrocarbon reserves. Certain projects target

the development of reserves in high-risk areas, particularly
deep offshore and in remote and hostile environments or
environmentally sensitive locations. Eni’s future results

of operations and liquidity depend heavily on its ability to

implement, develop and operate major projects as planned.

Key factors that may affect the economics of these

projects include:

e the outcome of negotiations with co-venturers,
governments and state-owned companies, suppliers,
customers or others, including, for example, Eni’s ability
to negotiate favourable long-term contracts to market
gasreserves;

e the development of reliable spot markets that may be
necessary to support the development of particular
production projects, or commercial arrangements
for pipelines and related equipment to transport and
market hydrocarbons;

e timelyissuance of permits and licences by government
agencies;

e the Company’s relative size compared to its main
competitors which may prevent it from participating in
large-scale projects or affect its ability to reap benefits
associated with economies of scale, for example
by obtaining more favourable contractual terms by
suppliers of equipment and services;

* the ability to carefully carry out front-end engineering
design so as to prevent the occurrence of technical
inconvenience during the execution phase;

e timely manufacturing and delivery of critical equipment
by contractors, shortages in the availability of such
equipment or lack of shipping yards where complex
offshore units such as FPSO and platforms are built;
these events may cause cost overruns and delays
impacting the time-to-market of the reserves;
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e risks associated with the use of new technologies
and the inability to develop advanced technologies to
maximize the recoverability rate of hydrocarbons or
gain access to previously inaccessible reservoirs;

e poor performance in project execution on the part of
contractors who are awarded project construction
activities generally based on the EPC (Engineering,
Procurement and Construction) — turn key contractual
scheme. Eni believes this kind of risk may be due to
lack of contractual flexibility, poor quality of front-end
engineering design and commissioning delays;

e changes in operating conditions and cost overruns. In
recent years, the industry has been adversely impacted by
the growing complexity and scale of projects which drove
costincreases and delays, including higher environmental
and safety costs. Due to the recent downtrend in crude oil
prices, the Company will seek to renegotiate construction
contracts, daily rates for rigs and other field services and
costs for materials and other productive factors to preserve
margins at its development projects. In case it fail to
obtaining the planned cost reductions, its profitability in
the Exploration & Production segment could be adversely
affected,;

e the actual performance of the reservoir and natural field
decline; and

e the ability and time necessary to build suitable
transportinfrastructures to export production to final
markets.

Events such as the ones described above are due to poor
project execution, inadequate front-end engineering design,
delays in the achievement of critical events and project
milestones, delays in the delivery of production facilities

and other equipment by third parties, differences between
scheduled and actual timing of the first oil, as well as cost
overruns may adversely affect the economic returns of Eni’s
development projects. Failure to successfully deliver major
projects on time and on budget could negatively impact
results of operations, cash flow and the achievement of
short-term targets of production growth. Finally development
and marketing of hydrocarbons reserves typically require
several years after a discovery is made. This is because
adevelopment projectinvolves an array of complex and
lengthy activities, including appraising a discovery in order to
evaluate its commercial potential, sanctioning a development
project and building and commissioning related facilities. As a
consequence, rates of return for such long-lead-time projects
are exposed to the volatility of oil and gas prices and costs
which may be substantially different from the prices and costs
assumed when the investment decision was actually made,
leading to lower rates of return. In addition, projects executed
with partners and co-venturers reduce the ability of the
Company to manage risks and costs, and Eni could have limited
influence over and control of the operations and performance
of its partners. Furthermore, Eni may not have full operation
control of the joint ventures in which it participates and may have
exposure to counterparty credit risk and disruption of operation
and strategic objectives due to the nature of its relationships.
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For example in the Kashagan offshore field, in the Kazakh
section of the Caspian Sea, the latestissue related to the
downtime of a pipeline which forced the consortium to shut
down production after the start-up. The damaged pipeline
needs to the replaced with the consequence of additional costs
to the project and the production will resume in late 2016.
Finally, in case the Company is unable to develop and operate
major projects as planned, particularly if the Company fails to
accomplish budgeted costs and time schedules, it could incur
significant impairment charges of capitalized costs associated
with reduced future cash flows of those projects.

(iv]) Inability to replace oil and natural gas reserves could
adversely impact results of operations and financial
condition
Eni’s results of operations and financial condition are
substantially dependent on its ability to develop and sell
oil and natural gas. Unless the Company is able to replace
produced oil and natural gas, its reserves will decline. In
addition to being a function of production, revisions and
new discoveries, the Company’s reserve replacement
is also affected by the entitlement mechanismin its
Production Sharing Agreements (PSAs) and similar
contractual schemes. Pursuant to these contracts,
Eniis entitled to a portion of a field’s reserves, the sale
of which is intended to cover expenditures incurred
by the Company to develop and operate the field. The
higher the reference prices for Brent crude oil used to
estimate Eni’s proved reserves, the lower the number
of barrels necessary to recover the same amount of
expenditures. The opposite occurs in case of lower oil
prices. Future oil and gas production is dependent on the
Company’s ability to access new reserves through new
discoveries, application of improved techniques, success
in development activity, negotiation with national oil
companies and other entities owners of known reserves
and acquisitions. In a number of reserve-rich countries,
national oil companies decide to develop portion of oil
and gas reserves that remain to be developed. To the
extent that national oil companies decide to develop
those reserves without the participation of international
oil companies or if the Company fails to establish
partnership with national oil companies, Eni’s ability to
access or develop additional reserves will be limited.

An inability to replace produced reserves by finding,
acquiring and developing additional reserves could
adversely impact future production levels and growth
prospects. If Eniis unsuccessful in meeting its long-term
targets of production growth and reserve replacement,
Eni’s future total proved reserves and production will
decline and this will negatively affect future results of
operations and liquidity.

[v] Eniexpects that tightening regulation in oil and gas
activities following the Macondo accident will lead to rising
compliance costs and other restrictions
The production of oil and natural gas is highly regulated
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and is subject to conditions imposed by governments
throughout the world in matters such as the award of
exploration and production leases, the impaosition of
specific drilling and other work obligations, income taxes
and taxes on production, environmental protection
measures, control over the development and abandonment
of fields and installations, and restrictions on production.
Following the Macondo accidentin the Gulf of Mexico,
governments throughout the world have enacted stricter
regulations on environmental protection, risk prevention
and other forms of restrictions to drilling and other well
operations. These new regulations and legislation, as well
as evolving practices, increase the burden of compliance
costs by requiring industry participants to adopt new
security and risk prevention measures and procedures.
They may also require changes to Eni’s drilling operations
and exploration and development plans and may lead to
higher royalties and taxes.

(vi] Uncertainties in estimates of oil and natural gas reserves
Several uncertainties are inherent in estimating quantities
of proved reserves and in projecting future rates of
production and timing of development expenditures.

The accuracy of proved reserve estimates depends on

anumber of factors, assumptions and variables, among

which the mostimportant are the following:

* the quality of available geological, technical and
economic data and their interpretation and judgment;

* projections regarding future rates of production and
costs and timing of development expenditures;

* changesinthe prevailing tax rules, other government
regulations and contractual conditions;

* results of drilling, testing and the actual production
performance of Eni’s reservoirs after the date of the
estimates which may drive substantial upward or
downward revisions; and

* changesinoil and natural gas prices which could
affect the quantities of Eni’s proved reserves since the
estimates of reserves are based on prices and costs
existing as of the date when these estimates are made.
Lower oil prices or the projections of higher operating
and development costs may impair the ability of the
Company to economically produce reserves leading to
downward reserve revisions.

Reserve estimates are subject to revisions as prices fluctuate

due to the cost recovery mechanism under the Company’s

production sharing agreements and similar contractual
schemes.

The prices used in calculating our estimated proved reserves

are, in accordance with U.S. SEC requirements, calculated by

determining the unweighted arithmetic average of the first-day-
of-the-month commodity prices for the preceding 12 months.

For the 12-months ended December 31, 2014, average prices

used to calculate our estimated proved reserves were based

on $101 per barrel for the Brent crude oil. Commaodity prices

declined significantly in the fourth quarter of 2014 and if such

prices do not increase significantly, our future calculations of
estimated proved reserves will be based on lower commodity



prices which could result in our having to remove non-economic
reserves from our proved reserves in future periods. This effect
will be partially counterbalanced by an increase of reserves
corresponding to the additional production entitlement under the
PSA relating to cost oil: i.e. because of lower oil and gas prices
the reimbursement of expenditures incurred by the Company
requires additional volumes of reserves.

Many of these factors, assumptions and variables involved

in estimating proved reserves are subject to change over
time therefore impacting the estimates of oil and natural

gas reserves. Accordingly, the estimated reserves reported
as of the end of the period covered by this filing could be
significantly different from the quantities of oil and natural
gas that will ultimately be recovered. Any downward revision
in Eni’s estimated quantities of proved reserves would
indicate lower future production volumes, which could
adversely impact Eni’s results of operations and financial
condition.

[vii) Oil and gas activity may be subject to increasingly high
levels of income taxes
The oil and gas industry is subject to the payment of
royalties and income taxes which tend to be higher than
those payable in many other commercial activities. In
addition, in recent years, Eni has experienced adverse
changes in the tax regimes applicable to oil and gas
operations in a number of countries where the Company
conducts its upstream operations. As a result of these
trends, management estimates that the tax rate applicable
to the Company’s oil and gas operations is materially
higher than the Italian statutory tax rate for corporate
profitwhich currently stands at 38%.
The taxrate of the Company’s Exploration & Production
segment for the fiscal year 2014 was estimated at
approximately 60%. Eni believes that the taxrate in the
Company’s Exploration & Production segment for the fiscal
year 2015 will trend higher due to a projected higher share
of taxable profit which will be reported in countries with
higher taxation than this segment average.
Management believes that the marginal tax rate in the
oil and gas industry tends to increase in correlation with
higher oil prices which could make it more difficult for Eni
to translate higher oil prices into increased net profit.
However, the Company does not expect that the marginal
tax rate will decrease in response to falling oil prices.
Adverse changes in the tax rate applicable to the Group
profit before income taxes inits oil and gas operations
would have a negative impact on Eni’s future results of
operations and cash flows.
In the current uncertain financial and economic
environment, governments are facing greater pressure
on public finances, which may increase their motivation
to intervene in the fiscal framework for the oil and gas
industry, including the risk of increased taxation, windfall
taxes, nationalization and expropriations.
Eni’s results depend onits ability to identify and mitigate
the above mentioned risks and hazards which are inherent
to Eni’s operation.
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(viii] The present value of future net revenues from our proved
reserves will not necessarily be the same as the current
market value of our estimated crude oil and natural gas
reserves and, in particular, may be reduced due to the
recent significant decline in commodity prices
Investors should not assume the present value of future net
revenues from our proved reserves is the current market
value of our estimated crude oil and natural gas reserves.
In accordance with U.S. SEC rules, we base the estimated
discounted future net revenues from proved reserves on the
12-month unweighted arithmetic average of the first-day-
of-the-month commodity prices for the preceding twelve
months. Actual future prices may be materially higher or
lower than the U.S. SEC pricing used in the calculations.
Actual future net revenues from crude oil and natural gas
properties will be affected by factors such as:

e theactual prices we receive for sales of crude oil and
natural gas;
e the actual cost and timing of development and
production expenditures;
e the timing and amount of actual production; and
e changes in governmental regulations or taxation.
The timing of both our production and our incurrence
of expenses in connection with the development and
production of crude oil and natural gas properties will
affect the timing and amount of actual future net revenues
from proved reserves, and thus their actual present
value. In addition, the 10% discount factor we use when
calculating discounted future net revenues may not be
the most appropriate discount factor based on interest
rates in effect from time to time and risks associated with
our reserves or the crude oil and natural gas industry in
general.
At December 31, 2014, the net present value of our proved
reserves totaled approximately €59.6 billion. The average
prices used to estimate our proved reserves and the net
present value at December 31, 2014, as calculated in
accordance with U.S. SEC rules, were $101 per barrel for
the Brent crude oil. Actual future prices may materially
differ from those used in our year-end estimates.
Commodity prices have decreased significantly in recent
months. Holding all other factors constant, if commodity
prices used in our year-end reserve estimates were in line
with the pricing environment existing in the first quarter
of 2015, our PV-10 at December 31, 2014 could decrease
significantly.

Political considerations

A substantial portion of Eni’s oil and gas reserves and gas
supplies are located in countries where the socio-political
framework and the macroeconomic outlook is less stable than
those of the OECD countries. In those less stable countries Eni
is exposed to a wide range of risks and uncertainties which
could materially impact the ability of the Company to conduct
its operations in a safe, reliable and profitable manner. As

of December 31, 2014, approximately 79% of Eni’s proved
hydrocarbon reserves were located in such countries and 60%
of Eni’s supplies of natural gas derived from non-0ECD countries.
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Adverse political, social and economic developments, such as
internal conflicts, revolutions, establishment of non-democratic
regimes, protests, strikes and other forms of civil disorder,
contraction of economic activity and financial difficulties of the
local governments with repercussions on the solvency of state
institutions, inflation levels, exchange rates and similar events
in any of those less stable countries may negatively affect
Eni’s ability to continue operating in an economic way, either
temporarily or permanently, and Eni’s ability to access oil and
gasreserves. In particular, Eni faces risks in connection with
the following, possible issues:
(i) lack of well-established and reliable legal systems and
uncertainties surrounding enforcement of contractual rights;
(i) unfavourable enforcement of laws, regulations and
contractual arrangements leading, for example, to
expropriations, nationalizations or forced divestitures
of assets and unilateral cancellation or modification of
contractual terms. Eni is facing increasing competition
from state-owned oil companies who are partnering Eniin
a number of oil and gas projects and properties in the host
countries where Eni conducts its upstream operations. These
state-owned oil companies can change contractual terms
and other conditions of oil and gas projects in order to obtain
a larger profit share from a given project, thereby reducing
Eni’s profit share. Furthermore, as of the balance sheet date
receivables for euro €663 million relating to cost recovery
under certain petroleum contracts in a non-0ECD country
were the subject of an arbitration proceeding;
(iii) restrictions on exploration, production, imports and
exports;
(iv] taxorroyaltyincreases (including retroactive claims); and
(v) political and social instability which could result in civil
and social unrest, internal conflicts and other forms of
protest and disorder such as strikes, riots, sabotage,
acts of violence and similar incidents. These risks could
resultin disruptions in economic activity, loss of output,
plant closures and shutdowns, project delays, the loss
of personnel or assets. They may force Eni to evacuate
personnel for security reasons and to increase spending
on security worldwide. They may disrupt financial and
commercial markets, including the supply of and pricing
for oil and natural gas, and generate greater political and
economic instability in some of the geographic areas in
which Eni operates. Areas where Eni operates where the
Company is exposed to the political risk include, but are not
limited to: Libya, Egypt, Algeria, Nigeria, Angola, Indonesia,
Kazakhstan, Venezuela, Iran, Iraq and Russia. In addition,
any possible reprisals as a consequence of military or
other action, such as acts of terrorism in the United States
or elsewhere, could have a material adverse effect on
Eni’s business, consolidated results of operations, and
consolidated financial condition. In recent years Eni’s
production levels in Libya were negatively impacted by
acts of local conflict, social unrest, protests, strikes, which
forced Eni to temporarily interrupt or reduce its producing
activities, negatively affecting Eni’s results of operations
and cash flow. Also Eni’s activities in Nigeria have been
impacted in recent years by continuing episodes of theft,
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acts of sabotage and other similar disruptions which have
jeopardized the Company’s ability to conduct operations
in full security, particularly in the onshore area of the
Niger Delta. Looking forward, Eni expects that those risks
will continue to affect Eni’s operations in those countries.
Particularly the uncertain socio-political outlook in Libya
and unsafe operational conditions onshore Nigeria were
factored in the Company’s projections of future production
levels in these two countries. For more information

about the status of Eni’s operations in Libya see “Risks
associated with continuing political instability in North
Africa and the Middle East” below.

In the current low oil price environment, the financial outlook
of certain countries where Eni’s hydrocarbon reserves are
located has significantly deteriorated due to a contraction in
the proceeds associated with the exploitation of hydrocarbon
resources. This may increase the risk of default which may lead
to higher political and macroeconomic instability. Furthermore
in few cases, Eniis partnering with the national oil companies
of such countries in executing oil&gas development projects.
Apossible sovereign default might jeopardize the financial
feasibility of ongoing projects or increase the financial
exposure of Eni which would be forced to finance the share of
development expenditures of the first party.

There are certain instances where Eniis contractually obliged
to finance the share of costs of the first party. This risk is
mitigated by the customary default clause which states that
in case of a default, the non-defaulting party is entitled to
compensate its claims with the share of production of the
defaulting party.

While the occurrence of those events is unpredictable, it s likely
thatthe occurrence of such events could adversely impact Eni
financial exposure.

Risks associated with continuing political instability in North
Africa and the Middle East

As of the end of 2014, approximately 27% of the Company’s
proved oil and gas reserves were located in North Africa and
the Middle East. Since 2011, several North African and Middle
Eastern oil producing countries have been experiencing

an extreme level of political instability that has resulted in
changes of governments, internal conflict, unrest and violence
which led to economic disruptions and shutdowns in industrial
activities.

The instability of the socio-political framework in those
countries still represents an area of concern involving risks

and uncertainties for the foreseeable future. Particularly,

the internal situation in Libya continues to represent an

issue to Eni’s management. Following the internal conflict of
2011 and the fall of the regime, which forced the Company

to shutdown almost all its producing facilities including gas
exports for a period of about 8 months a period of social and
political instability began which turned into disorders, strikes,
protests and a resurgence of the internal conflict. These events
jeopardized Eni’s ability to perform its industrial activity in
safety, forcing the Company to interrupt its operations on
certain occasions as precautionary measure. These events were



fairly frequentin 2013 and more sporadicin 2014.In 2014, Eni’s
facilities in Libya produced on average 239 kboe/d, registering a
small increase compared to 2013.

The political instability in Egypt hindered the country’s access
to the financial markets, and resulted in continued difficulties
for the local oil and gas companies to fulfil financial obligations
towards international oil companies including trade payables
due to Eni which supplies its oil and gas entitlements to local
companies. Eni has not experienced any disruptions at its
producing activities in the country to date.

The Company believes that the political outlook in North Africa
and the Middle Eastremains an area of risk for the Company’s
operations, results, liquidity and prospects. In light of the
recent developments in Libya, management decided to
strengthen security measures at the Company’s production
installations and facilities in the Country. However, we did not
suffer any significant production shutdowns in the first part of
2015 up to the filing date.

Risks associated with Eni’s presence in sanction targets

Eniis currently engaging in residual oil and gas operations in
Iran. The legislation and other regulations in the United States
and the European Union that targetIran and persons who

have certain dealings with Iran may lead to the imposition of
sanctions on any persons doing business in Iran or with Iranian
counterparties, unless specific authorizations, exceptions
and assurances apply, as is currently the case for Eni. With
reference to recent sanctions imposed on Russia, see “An
escalation of the political crisis in Russia and Ukraine could
affect Eni’s business in particular and the global energy supply
generally.” below.

United States measures towards Iran

The United States enacted the Iran Sanctions Act of 1996
(ISA), which required the President of the United States to
impose sanctions against any entity that is determined to
have engaged in certain activities, including investing in
Iran’s petroleum sector. The ISAwas amended in July 2010
by the Comprehensive Iran Sanctions, Accountability and
Divestment Act of 2010 (CISADA] which targets activities
that either: (i) support the maintenance or expansion of
Iran’s domestic production of refined petroleum products, or
(i) contribute to the enhancement of Iran’s ability to import
refined petroleum products.

CISADA expanded the list of sanctions available to the
President of the United States while at the same time
providing that an investigation need not be initiated, and may
be terminated once begun, if the President certifies in writing
to the U.S. Congress that the person whose activities in Iran
were the basis for the investigation is no longer engaging

in those activities or has taken significant steps toward
stopping the activities, and that the President has received
reliable assurances that the person will not knowingly engage
in any sanctionable activity in the future.

After the passage of CISADA, Eni engaged in discussions with
officials of the U.S. State Department, which administers the ISA,
regarding Eni’s activities in Iran. On 30 September 2010, the U.S.
State Department announced that the U.S. Government, pursuant
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to a provision of the ISA added by CISADA that allows it to avoid
making a determination of sanctionability under the ISAwith
respect to any party that provides certain assurances, would not
make such a determination with respect to Eni based on Eni’s
commitment to end its investments in Iran’s energy sector and
not to undertake any new energy-related activity. The U.S. State
Department further indicated at that time that, as long as Eni acts
in accordance with these commitments, it will not be regarded as
acompany of concern for its past Iran-related activities.

The United States maintains, however, broad and
comprehensive economic sanctions targeting Iran that are
administrated by the U.S. Treasury Department’s Office of
Foreign Assets Control (“OFAC sanctions”). These sanctions
generally restrict the dealings of U.S. citizens and persons
subject to the jurisdiction of the United States. In addition, Eniis
aware of initiatives by certain U.S. states and U.S. institutional
investors, such as pension funds, to adopt or consider adopting
laws, regulations or policies requiring divestment from, or
reporting of interests in, companies that do business with
countries designated as states sponsoring terrorism. CISADA
specifically authorized certain state and local Iran-related
divestment initiatives. If Eni’s operations in Iran are determined
to fall within the scope of divestment laws or policies, sales
resulting from such divestment laws and policies, if significant,
could have an adverse effect on the value of Eni’s shares. Even
if Eni’s activities in and with respect to Iran do not expose it to
sanctions or divestment, companies with investments in the oil
and gas sectors in Iran may suffer reputational harm as a result
of increased international scrutiny.

Between the end of 2011 and 2013, the United States

adopted new measures designed to intensify the scope of U.S.
sanctions againstIran, in particular related to Iran’s energy
and financial sectors.

Such restrictive measures are: the Executive Orders 13590 of
November 21,2011 and 13622 of July 31,2012, the Iran Threat
Reduction and Syrian Human Rights Acts of August 10,2012
(ITRSHRAJ, which expanded the ISA/CISADA scope by increasing
from three to five the minimum number of sanctions to be
imposed in case of violations of the energy sector restrictions;
the National Defense Authorization Acts — 2012, related to
transactions with the Iranian Central Bank and transactions

for the acquisition of Iranian crude oil and the National

Defense Authorization Acts — 2013, which, inter alia, adds the
shipbuilding sector to those areas subject to sanctions.

While Eni has no formal assurances that the U.S. State
Department’s 2010 determination of non-sanctionability
under the ISAwould similarly extend to sanctions under the
measures issued in 2011, 2012 and 2013, during this period,
Eni has continued to inform the U.S. State Department of its
Iran-related activities. Eni does not believe thatits activities
in Iran (the completion of existing contracts which were
notified to the U.S. Administration when the Special Rule was
applied) are sanctionable under such more recent measures
described above.

European Union restrictive measures towards Iran

On March 23,2012, the Council of the European Union enacted
aregulation which prohibits the supply, import and transport
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of Iranian crude oil and petroleum products. The rules waive
the execution of contracts entered into force before January
23,2012, whereby the supply of Iranian crude oil and
petroleum products is intended to reimburse outstanding
receivables due to entities under the jurisdiction of EU Member
States. According to these waivers, Enireceived by the
empowered European Member States’ Authorities the relevant
authorizations in order to carry outits oil import activities from
Iran. This waiver is renewed from time to time.

In 2012, the Council of the European Union adopted a new round
restrictive measures against Iran including among others:
prohibition of transactions between the European Union and
Iranian banks and financial institutions, unless an authorization
is granted in advance by the relevant Member State, an
embargo on the supply to Iran and use in Iran of key equipment
or technology which could be used in the sectors of the oil,
natural gas and petrochemical industries from April 15,2013.
Furthermore, the new measures designate new Iranian
entities as subject to asset freeze, including the Iranian oil and
gas industry companies (the National Iranian Oil Co and its
subsidiary operating companies).

Enihas been operatingin Iran for several years under

four service contracts (South Pars, Darquain, Dorood and
Balal, these latter two projects being operated by another
international oil company] entered into with the National
Iranian Qil Co (NIOC) between 1999 and 2001, and no other
exploration and development contracts have been entered
into since then. Under such service contracts, Eni has carried
out development operations in respect of certain oilfields,

and is entitled to recovery of expenditures made, as well

as aservice fee. All projects mentioned above have been
completed: the Darquain project was handed over to NIOC in
the final months of 2014 and as such Eni’ obligations to provide
technical assistance, commissioning services and spare

parts and supplies for field maintenance and operations have
been winded down. In 2014, Eniincurred operating expenses
of $1 million to provide such activities and services and does
not expect toincur further operating costs in this respect.
Therefore, Eni’s only involvement in the Country will be the
recovery of its pastinvestments.

Eni’s projectsin Iran are currently in the cost recovery phase.
Therefore, Eni has ceased making any further investment

in the country and is not planning to make additional capital
expenditures in Iranin future years. In 2014, Eni’s production
in Iran averaged less than 1 kboe/d, and is negligible in
comparison with Eni Group’s total production. Eni’s entitlement
in 2014 represented approximately 1 per cent. of the overall
production from the oil and gas fields that Eni has developed in
Iran. Eni believes that the results fromits Iranian activities are
immaterial to the Group’s results of operations and cash flow.
Enihas noinvolvementin Iran’s refined petroleum sector and
does not export refined petroleum to Iran.

Finally, Eni’s Chemical segment licensed a number of
technologies in Iran in past years, relating to plastics/
elastomers and relevant raw materials, but it never supplied
equipment or materials for plant construction. By April 2013,
Eni had suspended all contracts to comply with EU restrictions.
Eni will continue to monitor closely legislative and other
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developmentsin the United States and the European Union

in order to determine whether its remaining interests in Iran
could subject Eni to application of either current or future
sanctions under the OFAC sanctions, the ISA, the EU measures
or otherwise. If any of its activities in and with respect to Iran
are found to be in violation of any Iran-related sanctions, and
sanctions are imposed on Eni, it could have an adverse effect
on Eni’s business, plans to raise financing, sales and reputation.

An escalation of the political crisis in Russia and Ukraine could
affect Eni’s business in particular and the global energy supply
generally

The political crisis in Ukraine and the Crimean peninsula
unfolded in February 2014 with the impeachment of the
President of Ukraine Viktor Yanukovych and the subsequent
reaction of the Russian Federation. In March 2014, the
announcement of the Supreme Council of Crimea and the City
Council of Sevastopol of their intention to declare Crimea’s
independence from Ukraine as a single united nation with the
possibility of joining the Russian Federation as a federal subject
was followed by a referendum where 96 per cent. of those

who voted in Crimea supported joining Russia. The Russian
Federation annexed Crimea immediately after the result of

the referendum. The Ukrainian parliament, the United States
and the European Union consider the referendum to be illegal
and unconstitutional. Sanctions were imposed by the EU and
the US on officials and politicians from Russia and Crimea.
Subsequently, allegations that the Russian government has
provided military and other support to separatists in Ukraine
have led to further EU and US sanctions.

Eniis closely monitoring developments to the political
situation in Russia, Ukraine and the Crimea Region, is adapting
its business activities to the sanctions already adopted by

the relevant authorities and will adapt to any further related
regulations and/or economic sanctions that could be adopted
by the authorities.

Among other activities, Eniis currently part of a strategic
co-operation agreement for exploration activities in the Russian
sections of the Barents Sea and the Black Sea. Contracts
pertaining to this exploration were entered into before
enactment of the restrictive measures. Eni also holds a 50%
interest in the Blue Stream pipeline which links the Russian and
Turkish coasts and transport volumes of gas which are jointly
supplied by Eni and is Russian partner to Turkish companies.
The EU and US-enacted sanctions are mainly targeting the
financial sector and the energy sector in Russia. The EU
sanctions relating to the upstream sector in Russia may
negatively impact our ongoing activities, mainly in the
exploration sector, unless the Company obtains a waiver

from the relevant EU authorities for projects entered into
before enactment of restrictions. Eni started the required
authorization procedure before the relevant EU Authorities.
However, the outcome is uncertain and we cannot exclude
major delays in certain ongoing upstream projects in Russia.
Itis possible that wider sanctions covering the Russian energy,
banking and/or finance industries may be implemented,

which may be targeted at specific individuals or companies

or more generally. Further sanctions imposed on Russia,



Russian individuals or Russian companies by the international
community, such as sanctions enacting restrictions on
purchases of Russian gas by European companies or restricting
dealings with Russian counterparties could adversely impact
Eni’s business, results of operations and cash flow. In addition,
an escalation of the crisis and of imposed sanctions could
resultin a significant disruption of energy supply and trade
flows globally, which could have a material adverse effect on
the Group’s business, financial conditions, results of operations
and future prospects.

Risks in the Company’s Gas & Power business
(i] Risks associated with the trading environment and
competition in the industry

The Company expects that the profitability outlook in its Gas
& Power segment will be negatively affected by a projected
weak demand recovery, strong competitive pressures
and oversupplies. We believe that these downtrends have
become structural headwinds. Gas demand was severely hit
by the economic slowdown in Europe and, more importantly,
a steep fall in consumption in the thermoelectric sector.
The latter trend was affected by an ongoing expansion of
renewable sources of electricity which have benefited from
governmental subsides across Europe, whilst coal has
displaced gas on a large scale in firing power plants due to
costadvantages and lowering rates for obtaining emission
allowances in Europe due to the economic downturn. Coal
prices have seen a dramatic fall inrecent years due to a
massive glut of coal on a global scale. We do not expect any
meaningful recovery in demand for the foreseeable future.
In the face of weak demand, supplies on the European
marketplace have continued to increase due to a number of
factors. First of all, before the beginning of the downturn,
gas wholesaler operators in Europe overestimating the
projected growth rates in demand, were committed to
purchase large amounts of gas under long-term supply
contracts with producing countries also bearing the volume
risk as a result of the take-or-pay clause of those contracts.
They also built large pipeline upgrades to import gas to
Europe. Secondly, several LNG projects came on stream,
which improved the liquidity of spot markets. Finally,
production of shale gas in the United States continued to
ramp-up forcing LNG exporters from the Gulf Region and
other areas toredirect their LNG supplies to other markets,
contributing to increase global gas supplies. Besides
certain operators in the United States are planning to build
or are actually building LNG export facilities. Those trends
drove the expansion of very liquid European hubs where
spot prices have become the prevailing benchmark of sale
contracts, particularly in the industrial and thermoelectric
segments. Spot prices have been on a downtrend over
the last few years pressured by oversupplies and weak
demand. This trend hit the profitability of European gas
marketing operators, including Eni. In particular, Eni’s results
of operations were adversely impacted by a faster than
anticipated alignment between continental benchmarks
and spot prices at Italian hubs leading to sharply lower
price realizations in the Italian wholesale market, which is
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the main market to the Company Gas & Power segment.
Adding to the pressure, reduced sales opportunities due
to weak demand forced operators to compete even more
aggressively on pricing to limit the financial risks associated
with the take-or-pay clause provided by the long-term
supply contracts. Eni forecasts that market conditions will
remain unfavourable in the gas sectorin Italy and Europe
for the foreseeable future due to the structural headwinds
described above, volatile commodity prices and lack of
visibility. Eni anticipates a number of risk factors to the
profitability outlook of the Company’s gas marketing
business over the next two to three years. Those include
weak demand growth due to a projected slow recovery in
the Euro zone and macroeconomic uncertainties, declining
thermoelectric consumption due to inter-fuel competition,
continuing oversupplies and strong competition. Eni
believes that those trends will negatively impact the gas
marketing business future results of operations and cash
flows by reducing gas selling prices and margins, also
considering Eni’s obligations under its take-or-pay supply
contracts.

The Company is seeking to improve its cost competitiveness
by renegotiating more favourable contractual terms with
&Eni’s long term suppliers. If it fails to achieve this, its
profitability could be adversely affected

The Company’s long-term supply contracts provide clauses
whereby the parties are entitled to renegotiate pricing
terms and other contractual conditions from time to time
toreflect a changed market environment. The Company
plans to renegotiate better terms and pricing of Eni’s
long-term supply contracts in the coming years to align its
cost structure which comprise the raw material purchase
costand the associated logistic costs to prices prevailing
in the marketplace in order to preserve the profitability of
its gas operations and to fulfil the contractual obligation of
off-taking the annual minimum take in its long-term supply
contracts. If it fails to obtain the planned benefits, future
results and cash flow could be adversely affected.

The outcome of the planned renegotiations is uncertain in
respect of both the amount of the economic benefits which
will be ultimately achieved and the timing of recognition in
profit. Should we fail to obtain revised contractual terms, we
will evaluate whether to commence arbitration proceedings
to satisfy our claims. However arbitration proceedings may
require complex and lengthy processes in order to reach
aruling, thus adding to the uncertainty about the final
outcome of those renegotiations. Considering also ongoing
price renegotiations with Enilong-term buyers, results of
gas marketing activities are subject to an increasing rate of
volatility and unpredictability.

Current, negative trends in gas demands and supplies may
impair the Company’s ability to fulfil its minimum off take
obligations in connection with its take-or-pay, long-term gas
supply contracts

In order to secure long-term access to gas availability,
particularly with a view of supplying the Italian gas market and
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anticipating certain trends in gas demand which actually failed
to materialize, Eni has signed a number of long-term gas supply
contracts with national operators of key producing countries
that supply the European gas markets. These contracts have
aresidual life of approximately 13 years. These contracts
include take-or-pay clauses whereby the Company is required
to off-take minimum, pre-set volumes of gas in each year of
the contractual term or, in case of failure, to pay the whole
price, or a fraction of that price, up to the minimum contractual
quantity. The take-or-pay clause entitles the Company to off-
take pre-paid volumes of gas in later years. Amounts of cash
pre-payments and time schedules for off-taking pre-paid gas
vary from contract to contract. Generally, cash pre-payments
are calculated on the basis of the energy prices current in

the year when the Company is scheduled to purchase the

gas, with the balance due in the year when the gas is actually
purchased. Amounts of prepayments range from 10 to 100 per
cent. of the full price.

The right to off-take pre-paid gas expires within a ten-

year term in some contracts or remains in place until
contract expiration in other arrangements. In addition,

the right to off-take the pre-paid gas can be exercised in
future years provided that the Company has fulfiled its
minimum take obligation in a given year and within the

limit of the maximum annual quantity. In this case, Eni

will pay the residual price calculating it as the percentage
that complements 100 per cent, based on the arithmetical
average of monthly base prices current in the year of the off-
take. Similar considerations apply to ship-or-pay contractual
obligations.

Although during the recent supply contract round of
renegotiations the minimum pre-set volumes of gas that the
Companyis required to off-take has been significantly
reduced, management believes that the current market
outlook which will be driven by a weak recovery in gas
demand and large gas availability, as well as strong
competitive pressures in the marketplace and the possible
changes in the sector specific regulation represent a risk
factor to the Company’s ability to fulfil its minimum take
obligations associated with its long-term supply contracts,
considering also the Company’s plans for its sales volumes
which are anticipated to remain flat or to decrease slightly in
2015 and in the subsequent years.

This risk materialized during the sector downturn in 2009
through 2012 when the Company accumulated deferred
costs amounting to €1.9 billion paying the related cash
advances toits gas suppliers due to the incurrence of the
take-or-pay clause. This amount was substantially reduced
in the subsequent years by approximately 50% due to the
benefits of contract renegotiations and other commercial
initiatives.

(i) Risks associated with sector-specific regulations in Italy
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Risks associated with the requlatory powers entrusted to the
Italian Authority for Electricity Gas and Water in the matter of
pricing to residential customers

The Authority for Electricity Gas and Water (the “AEEGW”]) is
entrusted with certain powers in the matter of natural gas
pricing. Specifically, the AEEGW holds a general surveillance

power on pricing in the natural gas market in Italy and the
power to establish selling tariffs for the supply of natural
gas to residential and commercial users (as provided for by
Resolution ARG/gas No. 64/2009) taking into account the
public goal of containing the inflationary pressure due to
rising energy costs. Accordingly, decisions of the AEEGW on
these matters may limit the ability of Eni to pass anincrease
in the cost of the raw material onto final consumers of
natural gas.

Effective on October 1,2013, the AEEGW with Resolution No.
196 reformulated the pricing mechanism of gas supplies
to retail customers by introducing a full indexation of the
raw material cost component of the tariff to spot prices
which replaced an oil-linked indexation. The new regulatory
regime negatively impacted the Gas & Power results of
operations and cash flow in 2014 compared to 2013 due

to unfavourable trends in hub-based pricing to residential
compared to the previous oil-linked tariff.

Furthermore, this new regulation provides a mechanism of
compensation which addresses the wholesaler operators,
as in the case of Eni, who have long-term procurement
contracts to supply the Italian market and is designed to
promote effective renegotiations of these contracts. The
compensation mechanism covers a three-year period and is
intended to indemnify wholesalers of possible unfavourable
spreads between the oil-linked average prices of gas imported
to Italy and the spot prices of gas in sales to residential
customers. Vice versa, in case of favourable trends in the
above mentioned spreads, the wholesalers have an obligation
to refund residential customers. Wholesalers are set free

to adhere to this compensation mechanism. Eni elected to
adhere toit. In 2014, due to unfavourable trends in the cost
of oil-linked supplies with respect to spot prices to which gas
selling prices are indexed, based on the Authority’s index

of procurement costs the Company recognized a gain of

£60 million. However, due to the current downturn in crude
oil prices, Eniis projecting that the oil-linked index of the
procurement costs set by the Authority could determine
aloss to Eniup to €480 million. This contingent liability
reflects the fact that the Authority index s not reflective of
the current setup of Eni’s portfolio of gas supply costs which
due to the renegotiations achieved in 2014 is largely indexed
to hub prices and therefore Eni’s procurement costs are not
expected to benefit from a fall in oil-linked gas procurement
costs. Itis still possible that the Authority updates its index
of procurement costs to better reflect the status of the gas
portfolio of those wholesalers who achieved new pricing
terms for their gas supplies. Alternatively, Eni might file

an administrative appeal against any deliberations of the
Authority on this matter which might possibly lead to unfair
results to Eni.

Due to a structurally adverse competitive environment in our
Refining & Marketing and Chemicals segments, our prospects
to recover profitability depends on our ability to restructure
those businesses.

Our Refining & Marketing and Chemical segments have been
unprofitable for many years to date. Those trends reflected



in addition to movements in the cost of crude oil, competitive
disadvantages of our businesses due to industry excess capacity,
lack of efficient scale at our refining and chemicals plants and
competition from cheaper oil products and commodities coming
from Asia, Russia and the United States. We believe that these
trends will not reverse in the foreseeable future. We plan on
rightsizing our production capacity in those businesses through
plant closure, divestments, restructuring and plant conversion to
production based on renewable feedstock. If we fail to implement
capacity restructuring and rationalization as planned our
business, results of operations and financial condition and cash
flow could be negatively impacted.

Antitrust and competition law

The Group’s activities are subject to antitrust and competition
laws and regulations in many countries of operations,
especially in Europe. Itis possible that the Group may incur
significant loss provisions in future years relating to ongoing
antitrust proceedings or new proceedings that may possibly
arise. The Group is particularly exposed to this risk in its natural
gas, refining and marketing and petrochemical activities due
to the fact that Eniis the incumbent operator in those markets
in Italy and a large European player. Furthermore, based on
the findings of antitrust proceedings, plaintiffs could seek
payment to compensate for any alleged damages as a result
of antitrust business practices on part of Eni. Both these risks
could adversely affect the Group’s future results of operations
and cash flows.

Environmental, health and safety regulation

Eni has incurred in the past and will incur material operating
expenses and expenditures in relation to compliance with
applicable environmental, health and safety regulations in
future years

Eniis subject to numerous EU, international, national,

regional and local environmental, health and safety laws and
regulations concerning its oil and gas operations, refining,
chemicals, hydrocarbons transportation and other activities.
Generally, these laws and regulations require the acquisition
of a permit before drilling for hydrocarbons may commence,
restrict the types, quantities and concentration of various
substances that can be released into the environmentin
connection with exploration, drilling and production activities,
as well as refining, petrochemical and other Group’s operations,
limit or prohibit drilling activities in certain protected areas,
require to remove and dismantle drilling platforms and other
equipment and well plug-in once oil and gas operations have
terminated, provide for measures to be taken to protect the
safety of the workplace and health of communities involved by
the Company’s activities, and impose criminal or civil liabilities
for polluting the environment or harming employees’ or
communities’ health and safety resulting from oil, natural gas,
refining, petrochemical and other Group’s operations.

These laws and regulations also regulate emissions of
substances and pollutants, handling of hazardous materials and
discharges to surface and subsurface of water resulting from
the operation of oil and natural gas extraction and processing
plants, petrochemical plants, refineries, service stations,
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vessels, oil carriers, pipeline systems and other facilities owned
by Eni. In addition, Eni’s operations are subject to laws and
regulations relating to the production, handling, transportation,
storage, disposal and treatment of waste materials.
Breach of environmental, health and safety laws expose
the Company’s employees to criminal and civil liability and
the Company to the incurrence of liabilities associated with
compensation for environmental, health or safety damage
as well as damage to its reputation. Additionally, in the case
of violation of certain rules regarding the safeguard of the
environment and safety in the workplace, the Company can be
liable for negligent or wilful conduct on part of its employees as
per Law Decree No. 231/2001.
Environmental, health and safety laws and regulations have a
substantial impact on Eni’s operations. Management expects
that the Group will continue to incur significant amounts of
operating expenses and expenditures in the foreseeable
future to comply with laws and regulations addressing the
safeguard of the environment, safety on the workplace, health
of employees, contractors and communities involved by the
Company operations, including:
* costs to prevent, control, eliminate or reduce certain
types of air and water emissions and handle waste and
other hazardous materials, including the costs incurred
in connection with government action to address climate
change;

remedial and clean-up measures related to environmental

contamination or accidents at various sites, including those

owned by third parties (see discussion below);

* damage compensation claimed by individuals and entities,
including local, regional or state administrations, in case
Eni causes any kind of accident, pollution, contamination or
other environmental liability involving its operations or the
Company is found guilty of violating environmental laws and
regulations; and

* costsin connection with the decommissioning and removal
of drilling platforms and other facilities, and well plugging.

Furthermore, in the countries where Eni operates or expects

to operate in the near future, new laws and regulations, the

imposition of tougher license requirements, increasingly
strict enforcement or new interpretations of existing laws

and regulations or the discovery of previously unknown

contamination may also cause Eni to incur material costs

resulting from actions taken to comply with such laws and
regulations, including:

* modifying operations;

* installing pollution control equipment;

* implementing additional safety measures; and

* performing site clean-ups.

As a further result of any new laws and regulations or other

factors, Eni may also have to curtail, modify or cease certain

operations or implement temporary shutdowns of facilities, which
could diminish Eni’s productivity and materially and adversely
impact Eni’s results of operations, including profits. Security
threats require continuous assessment and response measures.

Acts of terrorism against Eni’s plants and offices, pipelines,

transportation or computer systems could severely disrupt

businesses and operations and could cause harm to people.
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Existing or future laws, regulations, treaties or international
agreements related to greenhouse gases and climate change
could have a negative impact on Eni’s business and may result
in additional compliance obligations with respect to the release,
capture, and use of carbon dioxide that could have a material
adverse effect on Eni’s liquidity, consolidated results of
operations, and consolidated financial condition.

Changes in environmental requirements related to greenhouse
gases and climate change may negatively impact demand

for oil and natural gas and production may decline as a result
of environmental requirements (including land use policies
responsive to environmental concerns). State, national, and
international governments and agencies have been evaluating
climate-related legislation and other regulatory initiatives
that would restrict emissions of greenhouse gasesin areas in
which Eni conducts business. Because Eni’s business depends
on the global demand for oil and natural gas, existing or future
laws, regulations, treaties, or international agreements related
to greenhouse gases and climate change, including incentives
to conserve energy or use alternative energy sources,

could have a negative impact on Eni’s business if such laws,
regulations, treaties, or international agreements reduce

the worldwide demand for oil and natural gas. Likewise, such
restrictions may resultin additional compliance obligations
with respect to the release, capture, sequestration, and use

of carbon dioxide that could have a material adverse effect

on Eni’s liquidity, consolidated results of operations, and
consolidated financial condition.

Risks of environmental, health and safety incidents and
liabilities are inherentin many of Eni’s operations and products.
Notwithstanding management’s belief that Eni adopts high
operational standards to ensure the safety of its operations and
the protection of the environment and the health of people and
employees, itis possible thatincidents like blowouts, oil spills,
contaminations, pollution, release in the air, soil and ground
water of pollutants and other dangerous materials, liquids

or gases, and similar events could occur that would resultin
damage to the environment, employees and communities. The
occurrence of any such events could have a material adverse
impact on the Group business, competitive position, cash

flow, results of operations, liquidity, future growth prospects,
shareholders’ return and damage to the Group reputation.
Enihas incurredin the pastand may incur in the future material
environmental provisions in connection with the environmental
impact of its past and present industrial activities.

Eniis also exposed to claims under environmental requirements
and, from time to time, such claims have been made against

us. InItaly, environmental requirements and regulations
typically impose strict liability. Strict liability means thatin
some situations Eni could be exposed to liability for clean-up
and remediation costs, natural resource damages, and other
damages as a result of Eni’s conduct that was lawful at the

time it occurred or the conduct of prior operators or other third
parties. Also plaintiffs may seek to obtain compensation for
damage resulting from events of contamination and pollution
orin case the Company is found guilty of having violated any
environmental laws or regulations.

Eniis periodically notified of potential liabilities at Italian sites.
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These potential liabilities may arise from both historical Eni
operations and the historical operations of companies that

Eni has acquired. Many of those potential liabilities relate

to certain industrial sites that the Company disposed of,
liquidated, closed or shut down in prior years where Group
products were produced, processed, stored, distributed or
sold, such as chemical plants, mineral-metallurgic plants,
refineries and other facilities. At those industrial locations

Eni has commenced a number of initiatives to restore and
clean-up proprietary or concession areas that were allegedly
contaminated and polluted by the Group’s industrial activities.
Notwithstanding the Group’s position that it cannot be

held liable for contaminations occurred in past years or (as
permitted by applicable regulations in case of declaration
rendered by a guiltless owneri.e. as a result of Eni’s conduct
that was lawful at the time it occurred) or because Eni took
over operations from third parties, nonetheless several public
administrations used Eni for environmental and other damages
and for clean-up and remediation measures in addition to those
which were performed by the Company.

Eni expects remedial and clean-up activities at Eni’s sites to
continue in the foreseeable future impacting Eni’s liquidity. As
of December 31, 2014, the Group has accrued risk provisions to
cope with all existing environmental liabilities whereby both a
legal or constructive obligation to perform a clean-up or other
remedial actions is in place and the associated costs can be
reasonably estimated. The accrued amounts represent the
management’s best estimates of the Company’s liability.
Management believes thatitis possible that in the future

Eni may incur significant environmental expenses and
liabilities in addition to the amounts already accrued due to:
(i) the likelihood of as yet unknown contamination; (ii) the
results of ongoing surveys or surveys to be carried out on the
environmental status of certain of Eni’s industrial sites as
required by the applicable regulations on contaminated sites;
(iii) unfavourable developments in ongoing litigation on the
environmental status of certain of the Company’s sites where
a number of public administrations and the Italian Ministry
of the Environment act as plaintiffs; (iv) the possibility that
new litigation might arise; (v) the probability that new and
stricter environmental laws might be implemented; and (vi)
the circumstance that the extent and cost of environmental
restoration and remediation programs are often inherently
difficult to estimate leading to underestimation of the future
costs of remediation and restoration, as well as unforeseen
adverse developments both in the final remediation costs
and with respect to the final liability allocation among the
various parties involved at the sites.

As aresult of those risks, environmental liabilities could

be substantial and could have a material adverse effect

on Eni’s liquidity, consolidated results of operations, and
consolidated financial condition.

The impact of Oil&Gas activities on territories is a relevant
element for stakeholder and media that requestincreasing
level of transparency on operating processes and pay

higher attention to companies’ sustainable approach. In

all the contexts where Eni operates the reinforcement of
relationships with territories and local stakeholder is a key



element for the performance of company’s activities.

The main activities of risk mitigation refers to:

e Use and continuous improvement of sustainability
management systems and Local Stakeholder Engagement
procedures under the provisions of IS0 14001 e OHSAS
18001 and managements systems

* The stakeholder engagement, through transparent procedures
on national and international basis, on business and territory
activities issues (i.e bilateral meeting with financial and non-
financial stakeholders, creation of new web sites for specific
units/geographic areas, preventive information initiatives and
communication in the country’s where the Company operates.

Risks related to legal proceedings and compliance

with anti-corruption legislation

Eniis the defendant in a number of civil actions and
administrative proceedings arising in the ordinary course

of business. In addition to existing provisions accrued as of
December 31, 2014 to account for ongoing proceedings, it is
possible thatin future years Eni may incur significant losses
in addition to the amounts already accrued in connection with
pending legal proceedings due to: (i) uncertainty regarding
the final outcome of each proceeding; (ii) the occurrence

of new developments that management could not take into
consideration when evaluating the likely outcome of each
proceeding in order to accrue the risk provisions as of the
date of the latest financial statements; (iii) the emergence of
new evidence and information; and (iv) underestimation of
probable future losses due to the circumstance that they are
ofteninherently difficult to estimate.

Certain legal proceedings where Eni or its subsidiaries or

its officers are parties involve the alleged breach of anti-
corruption laws and regulations and ethical misconduct.
Ethical misconduct and non-compliance with applicable laws
and regulations, including non-compliance with anti-bribery
and anti-corruption laws, by Eni, its partners, agents or
others that act on the Group’s behalf, could expose Eni and
its employees to criminal and civil penalties and could be
damaging to Eni’s reputation and shareholder value.

Risks from acquisitions
Eni constantly monitors the oil and gas market in search of
opportunities to acquire individual assets or companies in order
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to achieve its growth targets or complement its asset portfolio.
Acquisitions entail an execution risk — a significant risk, among
other matters, that the acquirer will not be able to effectively
integrate the purchased assets so as to achieve expected
synergies. In addition, acquisitions entail a financial risk — the risk
of not being able to recover the purchase costs of acquired assets,
in case a prolonged decline in the market prices of oil and natural
gas occurs. Eni may also incur unanticipated costs or assume
unexpected liabilities and losses in connection with companies or
assets it acquires. If the integration and financial risks connected
to acquisitions materialise, Eni’s financial performance and
shareholders’ returns may be adversely affected.

Risks deriving from Eni’s exposure to weather conditions
Significant changes in weather conditions in Italy and in

the rest of Europe from year to year may affect demand

for natural gas and some refined products. In colder years,
demand for such products is higher. Accordingly, the results
of operations of the Gas & Power segment and, to a lesser
extent, the Refining & Marketing segment, as well as the
comparability of results over different periods may be
affected by such changes in weather conditions. In general,
the effects of climate change could result in less stable
weather patterns, resulting in more severe storms and other
weather conditions that could interfere with Eni’s operations
and damage Eni’s facilities. Furthermore, Eni’s operations,
particularly offshore production of oil and natural gas, are
exposed to extreme weather phenomena that can resultin
material disruption to Eni’s operations and consequent loss
or damage of properties and facilities.

€ni’s crisis management systems may be ineffective and Eni
may be the target of cyber attacks

Eni has developed contingency plans to continue or recover
operations following a disruption or incident. An inability to
restore or replace critical capacity to an agreed level within an
agreed time frame could prolong the impact of any disruption
and could severely affect business and operations. Likewise,
Eni has crisis management plans and capability to deal with
emergencies at every level of its operations. If Eni does not
respond or is not seen to respond in an appropriate manner

to either an external or internal crisis, its business and
operations could be severely disrupted.
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Outlook

The Company is forecasting a moderate strengthening in global
economic growth in 2015, driven by the United States. However,
certain risks have the potential to mitigate this outlook:
uncertainty remains around the strength of the Eurozone
recovery, the extent of the slowdown of the Chinese economy
and of other emerging economies, as well as financial stability.
Oil prices are forecast to be significantly lower than the last
year, due to an oversupplied global market. In the Exploration

& Production segment, management will perform efficiency
initiatives and investment optimization, while retaining a
strong focus on project execution and time-to-market in order
to cope with the negative impact of a lower oil price scenario.
Looking at the Company’s other business segments exposed to
the European economic outlook, Eni’s management anticipates
challenging trading conditions reflecting structural headwinds
due to weak commodity demand, oversupply/overcapacity and
competitive pressure from more efficient producers. The fall of
oil prices may only lessen the negative impact of such trends.
The preservation of profitability in these sectors will leverage
on the continued renegotiation of gas supply contracts,
restructuring/reconversion of the production capacity tied to
the oil cycle, cost efficiencies and margin optimization.

Management expects the following production and sales trends

for Eni’s businesses:

- Production of liquids and natural gas: production is expected to
increase compared to the previous year when excluding price
effects on the Company PSAs, thanks to new field start-ups and
the ramp-up of the projects launched in 2014, mainly in Angola,
Congo, Egypt, the United Kingdom, the United States and Norway;
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- Gas sales: excluding the impact of the divestment of Eni’s
assets in Germany and the unusual weather conditions
in 2014, natural gas sales are expected to remain stable
compared to 2014. Management intends to leverage on
marketing innovation, both in the wholesale and retail
market, in order to mitigate competitive pressure in the
market driven by oversupply, particularly in Italy;

- Refining throughputs on Eni’s account: volumes are expected
to be slightly higher than those processed in 2014 in order to
capture shortterm opportunities in the current scenario.
The production of biofuels is foreseen to increase following
an expected production ramp-up at the Venice refinery;

- Retail sales of refined products in Italy and the Rest of Europe:
retail sales are expected to remain stable compared to
2014. While we anticipate weak demand trends and strong
competitive pressure, we plan to leverage on marketing
initiatives to maintain the Company’s market share;

- Engineering & Construction: in spite of an anticipated
challenging trading environment in the oilfield services
sector due to lower crude prices, we forecast that the
execution of recently-acquired projects will support
operating results.

In the context of lower oil prices, in 2015 Eni’'s management
plans to implement capital project optimization and
rescheduling which will reduce expenditure compared to the
2014 levels (€12.2 billion in capital expenditure and €0.4
billion in financial investments in 2014). These initiatives are
estimated to have a limited impact on our production growth
outlook in the near to medium term.



Other information

Treasury shares

As of December 31, 2014, Eni’s treasury shares in portfolio
amounted to No. 33,045,197, corresponding to 0.91% of share
capital of Eni, represented by No. 3,634,185,330 ordinary
shares, for a total book value of €581 million.

On May 8, 2014, the Ordinary Shareholders’ meeting revoked,
for the part that had not been accomplished by the date of
meeting, the authorization to purchase ordinary Eni shares,
resolved on May 10, 2013 by the Board of Directors. Besides
that, under the provisions of Article 2357 of the Italian

Civil Code, the Ordinary Shareholders’ meeting resolved to
authorize the Board of Directors to purchase Eni’s shares

on the Mercato Telematico Azionario — in one or more
transactions and in any case within 18 months from the date
of the resolution - up to a maximum number of 363,000,000
ordinary Eni shares, for a total amount not higher than €6,000
million, including the number and monetary value of the
shares repurchased after the resolution of Board of Directors
of July 16, 2012 approving the program of share repurchases,
foraunitamount not less than €1.102 and not more than the
official price, recorded for the security in the Stock Exchange
session prior to each individual transaction, increased by 5%,
according to the operational procedures established by the
rules that govern the organization and management of Borsa
Italiana SpA. In order to respect the limit envisaged in the third
paragraph of Article 2357 of the Italian Civil Code, the number
of shares to be acquired and the relative amount shall take into
account the number and amount of Eni shares already held in
the portfolio. The program of share repurchases commenced
on January 6, 2014. As of December 31, 2014 Enirepurchased
21,656,910 treasury shares equal to 0.60% of the share
capital, for a total amount of €380 million at an average price
of €172.549 per share.

Acceptance of Italian responsible payments code
Coherently with Eni’s policy on transparency and accuracy in
managing its suppliers, Eni SpA adhered to the Italian responsible
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payments code established by Assolombardain 2014.
During the year, payments to Eni’s suppliers were made within
60 days, in line with contractual provisions.

Continuing listing standards provided by Article No. 36
of Italian exchanges regulation (adopted with Consob
Decision No. 16191/2007 as amended) about issuers
that control subsidiaries incorporated or regulated in
accordance with laws of extra-EU Countries

Certain provisions have been enacted regulating continuing
Italian listing standards of issuers controlling subsidiaries that
are incorporated or regulated in accordance with laws of extra-EU
Countries, also having a material impact on the Consolidated
Financial Statements of the parent company.

Regarding the aforementioned provisions, the Company

discloses that:

- asof December 31, 2014, ten of Eni’s subsidiaries: Burren
Energy (Bermuda) Ltd, Eni Congo SA, Eni Norge AS, Eni
Petroleum Co Inc, NAOC-Nigerian Agip Oil Co Ltd, Nigerian Agip
Exploration Ltd, Burren Energy (Congo) Ltd, Eni Finance USA
Inc, Eni Trading & Shipping Inc and Eni Canada Holding Ltd -
fall within the scope of the new continuing listing standards.
Eni has already adopted adequate procedures to ensure full
compliance with the new regulations;

- the Company has already adopted adequate procedures to
ensure full compliance with the regulation.

Branches

Inaccordance with Article No. 2428 of the Italian Civil Code,
itis hereby stated that Eni has the following branches:

San Donato Milanese (M) - Via Emilia, 1

San Donato Milanese (M) - Piazza Vanoni, 1.

Subsequent events

Subsequent business developments are described in the
operating review of each of Eni’s business segments.
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