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PRESS RELEASE

The Heads of Eni and Gazprom strike new deals in oil and gas upstream and commercialization.

The deals will concern activities of hydrocarbon exploration in Russia, commercialization of oil products outside
Russia and commercialization of gas in Europe.

San Donato Milanese (MI), October 20, 2005 - Today a meeting between the heads of Eni and Gazprom took place in
Moscow attended by Eni CEO Paolo Scaroni, the COO E&P Division Stefano Cao, the COO G&P Division Luciano
Sgubini, Gazprom Chairman Alexey Miller and Head of Foreign Relations S. Tsygankov. The meeting was to
evaluate new opportunities for co-operation and development in the oil & gas sector, especially bearing in mind the
strengthening achieved by Gazprom in the upstream with its Sibneft acquisition.

During the meeting Eni and Gazprom agreed to promote new deals in activities of hydrocarbon exploration in Russia,
commercialization of oil products outside Russia and commercialization of gas in Europe.

Taking into account the agreements of today, the top managers of the two companies have decided to consider the
deal signed on the May 10, 2005 outdated and to proceed with the definition of a new and wider deal, which will be
submitted in due course, whether necessary, to the authorizations of the Antitrust Authorities.

The top managers of the two companies have agreed to meet again by the end of October to fix the overall outlook of
the new co-operation considering the deals reached today.

Eni is one of the world's leading integrated energy companies, operating in the oil and gas, power generation, oilfield
services and engineering industries. It is active in around 70 countries and employs a staff of approximately 71,500
people. In 2004, Eni posted consolidated revenues of EUR 58.3 billion and generated a net profit of EUR 7.3 billion.
Daily production of hydrocarbons in 2004 was 1.624 million barrels of oil equivalent (boe) per day, and proved
reserves amounted to 7.218 billion boe.
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PRESS RELEASE

Eni wins four new exploration permits in Libya

The exploration activity of Eni, located in the Murzuk and Kufra southern basins, includes 6 new exploration wells
and 7,500 km? of seismic surveys

San Donato Milanese (MI), October 4, 2005 - Eni announces that it has won 4 exploration permits in Libya as a result
of an international tender made by the Libyan Government. The exploration permits cover an overall area of 17,876
km? and are located in the Murzuk and Kufra southern basins, in the southern part of the Country. As a result of the
permits acquired in Murzuk, Eni has strengthened its position in a high potential region where the El Feel giant field
has already been producing.

The area awarded in the Kufra basin represents an important commitment in an equally high potential territory in the
South-Eastern part of the Libyan desert. The exploration activity of Eni includes 6 new exploration wells and 7,500
km? of seismic surveys.

Eni has been awarded the greatest number of permits as an operator in a tender which received applications from over
50 foreign companies, demonstrating the success of Eni's strong commitment to Libya.

Eni has been present in Libya for approximately 50 years and it has recently completed 2 major projects in the
Country on time and within budget. These are the development of the oil field of El Feel in the Murzuk, which will
reach a production of 150,000 barrels of oil equivalent per day and the Western Libyan Gas Project, which will allow
a production of 10 billion cubic metres of gas per year, 8 billion of which is to be exported to Italy through the
trans-Mediterranean Greenstream pipeline.

In Libya, Eni equity production is about 190,000 boe per day.

Eni is one of the world's leading integrated energy companies, operating in the oil and gas, power generation, oilfield
services and engineering industries. It is active in around 70 countries and employs a staff of approximately 71,500
people. In 2004, Eni posted consolidated revenues of EUR 58.3 billion and generated a net profit of EUR 7.3 billion.
Daily production of hydrocarbons in 2004 was 1.624 million barrels of oil equivalent (boe) per day, and proved
reserves amounted to 7.218 billion boe.
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Mission

Eni is one of the most important integrated
energy companies in the world operating in
the oil and gas, power generation,
petrochemicals, oilfield services
construction and engineering industries. In
these businesses it has a strong edge and
leading international market positions.

Eni s objective is to create new value to meet
its shareholders expectations through the
continuous improvement of cost efficiency
and the quality of its products and services
and through the attention to the needs of its
employees and the commitment to a
sustainable growth pattern also
encompassing the careful assessment of the
environmental impact of its activities and
the development of innovative and efficient
technologies.

To achieve this objective Eni relies on the
managerial and technical capabilities as well
as the continuous development of its
workforce, and on an increasingly lean and
entrepreneurial organization.

BOARD OF DIRECTORS @
Chairman

Roberto Poli @

Managing Director

Paolo Scaroni @

Directors

Alberto CI6, Renzo Costi, Dario Fruscio,
Marco Pinto, Marco Reboa,

Mario Resca, Pierluigi Scibetta

GENERAL MANAGERS
Exploration & Production Division
Stefano Cao @

Gas & Power Division

Luciano Sgubini ®

Refining & Marketing Division
Angelo Taraborelli ©

The composition and powers of the Internal Control

Committee, Compensation Committee and

International Oil Committee are presented in the
Other Information section of the Report of the
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Filippo Duodo, Edoardo Grisolia, Riccardo Perotta,
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Alternate Auditors

Francesco Bilotti, Massimo Gentile

MAGISTRATE OF THE COURT OF
ACCOUNTS

DELEGATED TO THE CONTROL OF ENI
SpA S

FINANCE ACCOUNTING

Luigi Schiavello®

Alternate

Angelo Antonio Parente

External Auditors ¥
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highlights

Eni s first half net profit was euro 4,343 million, an increase of euro 978 million from the first half of 2004, or 29%.
Adjusted net profit at replacement cost, that does not include the positive effect of higher profit in stock of euro 167
million and the negative euro 581 million effect of special items, was euro 4,406 million, an increase of 46%

Taking into account the results achieved, Eni s Board of Directors resolved to distribute an interim dividend for the
fiscal year 2005 of euro 0.45 per share. The ex-dividend date is October 24, 2005, payment starts on October 27, 2005

Liquid and natural gas production increased to 1.7 million boe/day, up over 5%, from the first half of 2004, resulting
from the full production of fields started-up in late 2004, in particular in Libya and Angola. This increase reaches
9.4% without taking into account the price effect on Production Sharing Agreements (63,000 boe/day)

On August 4, 2005, in Libya one year after the start-up of the Wafa onshore field, the first well in the offshore Bahr
Essalam gas field came onstream within the integrated Western Libyan Gas project for the development of natural gas
reserves (Eni s interest 50%). When fully operational in 2006 the two fields will produce 10 billion cubic meters/year,
of these 8 billion (4 net to Eni) are due to be exported on European markets through the Greenstream pipeline (Eni s
interest 75%) that started operations in October 2004

As part of its strategy of expansion in areas with high mineral potential, Eni acquired the exploration license for 104
blocks onshore and offshore Northern Alaska for a total acreage of 1,718 square kilometers and, following an
international bid tender, the exploration license for two blocks located onshore and offshore India for a total acreage
of 14,445 square kilometers

An agreement signed with the Indian Oil & Natural Gas Corporation aimed at identifying business opportunities in
exploration and production of hydrocarbons is intended to accelerate the development of Eni s activities in a country
with high exploration potential

As part of its strategy of international expansion in LNG, Eni acquired for a period of 20 years regasification capacity
of 6 billion cubic meters/year of the Cameron regasification terminal on the Louisiana coast of the United States with
start-up expected in 2008. This transaction will ensure access to a key consumption area and will allow Eni to exploit
its natural gas reserves in Africa

On September 6, following the approval of the Italian Antitrust Authority, Eni divested 100% of the share capital of
Italiana Petroli SpA (IP), a retail fuel distribution company, to Api SpA for euro 190 million

Contents 11
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Main financial data (million euro)
First half
2004 2004 2005 Change % Ch.
54,274 Net sales from operations 26,406 32,495 6,089 23.1
12,130 Operating profit 5,738 8,041 2,303 40.1
7,059 Net profit 3,365 4,343 978 29.1
12,081 Net cash flow from operating activities 7,407 8,434 1,027 13.9
7,329 Capital expenditure 3,680 3,070 (610) (16.6)
34,683 Shareholders equity including minority interest 32,014 36,344 4,830 15.1
10,460 Net borrowings at period end 12,978 9,546 (3,432) (26.4)
45,143  Net capital employed 44,992 46,390 1,398 3.1

Due to the seasonality in demand for natural gas and certain refined products and the changes in a number of
external factors affecting Eni s operations, such as prices and margins of hydrocarbons and refined products, Eni s
results of operations and changes in net borrowings for the first half of the year cannot be extrapolated for the full
year.

Main operating data

First half
2004 2004 2005 Change % Ch.
Daily production of:
1,034 oil (thousand barrel) 1,021 1,104 83 8.1
590 natural gas (' (thousand boe) 603 610 7 1.2
1,624 hydrocarbons  (thousand boe) 1,624 1,714 90 5.5
73.43 Sales of natural gas to third parties (billion cubic meters) 40.24 40.58 0.34 0.8
3.70  Own consumption of natural gas (billion cubic meters) 1.68 2.59 0.91 54.2
77.13 41.92 43.17 1.25 3.0
Sales of natural gas of Eni s affiliates
7.32 (net to Eni) (billion cubic meters) 3.65 4.54 0.89 24.4
84.45  Total sales and own consumption of natural gas (billion cubic meters) 45.57 47.71 2.14 4.7
28.26  Natural gas transported on behalf of third parties in Italy (billion cubic meters) 14.09 16.33 2.24 15.9
13.85  Electricity production sold (terawatthour) 6.08 10.55 4.47 73.5
53.54 Sales of refined products (million tonnes) 27.07 24.81 (2.26) (8.3)
9,140 Service stations at period end (in Italy and outside Italy) (units) 10,677 9,139 (1,538) (14.4)
7,118 Petrochemical production (thousand tonnes) 3,679 3,579 (100) 2.7)
5,299 Sales of petrochemicals products (thousand tonnes) 2,619 2,673 54 2.1
48,968 Employees at period end (units) 55,557 48,210 (7,347) (13.2)

(1)  Includes natural gas production volumes consumed in operations (38,000, 36,000 and 42,000 boe/day in 2004, the first half of 2004 and the first half of
2005, respectively).

Main market indicators
First half

2004 2004 2005 Change % Ch.

Contents 13
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Average price of Brent dated crude oil ¥
Average EUR/USD exchange rate ?

Average price in euro of Brent dated crude oil
Average European refining margin ®

Euribor - three-month euro rate (%)

(1) InUSD/barrel. Source: Platt s Oilgram.
(2)  Source: ECB.

2004

2005 Change % Ch.

33.66
1.227
27.43
3.74
2.1

(3) In USD/barrel FOB Mediterranean Brent dated crude oil. Source: Eni calculations based on Platt s Oilgram data.

49.55 15.89 47.2
1.285 0.06 4.7
38.56 11.13 40.6
5.52 1.78 47.6
2.1
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exploration & production

Mineral right portfolio and exploration activities
As of June 30, 2005, Eni s portfolio of mineral rights consisted of 921 exclusive or shared interestsfor exploration
and development in 34 countries on five continents, for a total net acreage of 234,381 square kilometers (234,180 at
December 31, 2004). Of these, 41,341 square kilometers concerned production and development (41,997 at December
31, 2004). Outside Italy net acreage (205,828 square kilometers) increased by 5,283 square kilometers resulting from
acquisitions in Pakistan, Egypt, Norway and the United States, offset in part by releases in Congo, Tunisia and Brazil.

In Italy (28,553 square kilometers) total acreage declined by 5,082 square kilometers due to releases.

In the first half of 2005, a total of 28 new exploratory wells were drilled (9 of which represented Eni s share), as
compared to 31 in the first half of 2004 (12 represented Eni s share). Overall success rate was 25.8% (40.2% of which
represented Eni s share), as compared to 48% (56.1% of which represented Eni s share) in the first half of 2004. Main
discoveries were made in Australia, Indonesia, Pakistan, Nigeria and Egypt.

Production
First half
2004 2004 2005 Change % Ch.
1,624  Daily production of hydrocarbons () ® (thousand boe) 1,624 1,714 90 5.5
271 Ttaly 271 267 @) (1.5)
380  North Africa 371 449 78 21.0
316  West Africa 301 326 25 8.3
308 North Sea 334 288 (46) (13.8)
349 Rest of world 347 384 37 10.7
577.9  Production sold (million boe) 286.8 3014 14.6 51

(1) Includes Eni s share of production of joint ventures accounted for with the equity method from January 1, 2005 (formerly accounted for proportionally).

(2) Includes natural gas production consumed in operations (38,000, 36,000 and 42,000 boe/day in 2004, the first half of 2004 and 2005, respectively).

In the first half of 2005, daily liquid and natural gas production was 1,714,000 boe, up 90,000 boe from the first half
of 2004, or 5.5%. This increase was 9.4% without taking into account the price effect on PSAs2. Production increases
were registered

(1)  Of these, 1 exploration and development right held in joint venture and accounted for with the equity method from January 1, 2005 (previously accounted
for proportionally) and 5 exploration rights held through affiliates for activities in Saudi Arabia, Russia and Spain.

In PSAs the national oil company awards the execution of exploration and production activities to the international oil company (contractor). The contractor
bears the mineral and financial risk of the initiative and, when successful, recovers capital expenditure and costs incurred in the year (cost oil) by means of a
share of production. This production share varies along with international oil prices. In certain PSAs changes in international oil prices affect also the share
of production to which the contractor is entitled in order to remunerate its expenditure (profit oil).

@

ENI
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in particular in Libya, Angola, Iran, Kazakhstan, Algeria, Italy (oil) and Australia. These increases were partly offset
by: (i) lower production entitlements (down 63,000 boe) in PSAs related to higher international oil prices; (ii) declines
in mature fields mainly in Italy (natural gas) and the United Kingdom; (iii) the effect of the divestment of assets in
2004 (down 27,000 boe). The share of production outside Italy was 84% (83% in the first half of 2004).

Daily production of oil and condensates (1,104,000 barrels) was up 83,000 barrels from the first half of 2004, or 8.1%,
due to increases registered in: (i) Angola, due to the full production of fields in the Kizomba A area in Block 15
(Hungo and Chocalho, Eni s interest 20%) and the start-up of the Bomboco field located in area B of Block O (Eni s
interest 9.8%); (ii) Libya, due to full production at the Wafa (Eni s interest 50%) and Elephant fields (Eni s interest
23.33%); (iii) Iran, due to full production at the South Pars field Phases 4-5 (Eni operator with a 60% interest) and
production increases at the Dorood (Eni s interest 45%) and Darquain (Eni operator with a 60% interest) fields; (iv)
Kazakhstan, in the Karachaganak field (Eni co-operator with a 32.5% interest) due to increased production related to
the entry into service of new facilities resulting in higher exports from the Novorossiysk terminal on the Russian coast
of the Black Sea; (v) Algeria, due to full production at the Rod and satellite fields (Eni operator with a 63.96%
interest); (vi) Italy, due to increased production in the Val d Agri reflecting the full production of the fourth treatment
train of the oil center; (vii) Australia, due to full production at the Bayu Undan field (Eni s interest 12.04%). These
increases were partly offset by declines of mature fields in particular in the United Kingdom and by the effect of the
divestment of assets carried out in 2004.

Daily production of natural gas (610,000 boe) was up 7,000 boe from the first half of 2004, or 1.2%, reflecting
primarily increases registered in Libya, due to full production at the Wafa field (Eni s interest 50%), offset in part by
the declines registered in particular in Italy and the United Kingdom due to declining mature fields and the effect of
the divestment of assets effected in 2004.

Liquid and gas production sold amounted to 301.4 million boe. The 8.8 million boe difference over production was
due essentially to own consumption of natural gas (7.6 million boe).

Main exploration and development projects
ALASKA In August 2005, Eni acquired from the US independent company Armstrong Oil & Gas 104 exploration
blocks onshore in the North Slope and offshore in the Beaufort Sea. The blocks, with a total acreage of 1,718 square
kilometers, include two fields in the pre-development phase holding commercial reserves of 60 million barrels of oil
and an exploration potential in excess of 110 million barrels.

ANGOLA Between January and May 2005 in area B of Block 0 former Cabinda (Eni s interest 9.8%) production started
at the Bomboco and North Sanha oil, condensate and LPG offshore fields. LPG is produced through an FPSO

(Floating Production Storage Offloading) unit, the largest in its class in the world. At Sanha a complex for the
reinjection of gas into the fields has been built aiming at reducing gas flaring by

ENI
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50%. Peak production of oil, condensates and LPG is expected at 100,000 barrels/day (11,000 barrels/day net to Eni)
in 2007.

The Kissanje and Dikanza oil fields in the deep offshore of Angola started production in July 2005. They are part of
phase B of the development of discoveries in the Kizomba area in Block 15 (Eni s interest 20%). These two fields
produce through a TLP (Tension Leg Platform) installed on Kissanje and an underwater system on Dikanza,
production is then transferred on an FPSO unit with a treatment capacity of 250,000 barrels/day and a storage capacity
of over 2 million barrels. Peak production at 43,000 barrels of oil per day net to Eni is targeted at 2007.

INDIA In July 2005, Eni has been awarded two exploration permits in India in Blocks 8 and D-6 both as operator,
following an international bid tender. Onshore Block 8 (Eni s interest 34%) is located in Rajasthan in the northwest of
India, and extends for 1,335 square kilometers. Offshore Block D-6 (Eni s interest 40%) is located deepwater in the
Indian Ocean, some 130 kilometers west of the Andaman Islands, and covers an area of 13,110 square kilometers.
This is the first exploration contract awarded to Eni in India.

In September 2005 Eni and the Indian Oil & Natural Gas Corporation signed a memorandum of understanding
establishing mutual cooperation between the companies aimed at finding new exploration and production
opportunities. In particular, the companies will exchange information on a range of deep offshore exploration projects
in India and in other countries, with an option to exchange equity interests in selected upstream and midstream
projects.

IRAN In January 2005, at Assaluyeh on the coast of the Persian Gulf construction of the gas treatment plant for phases
4 and 5 of the development of the gas and condensates South Pars field was completed. The field is operated by Eni
with a 60% interest through a buy-back contract and was developed through the installation of two offshore platforms
and of two 100-kilometer long underwater pipelines with a 32" diameter linking it to the coast. The treatment plant
now produces 20 billion cubic meters/year of natural gas and over 90,000 barrels/day of condensates. In the short term
it will also produce 1 million tonnes/year of LPG. The contract provides that the field s liquid production be used to
compensate costs incurred and to provide return on invested capital. A production peak of over 50,000 barrels/day of
liquids (condensates, butane, propane) net to Eni is expected in 2006.

KAZAKHSTAN Within the North Caspian Sea PSA for the development of the Kashagan field, on March 31, 2005 Eni
and the other members of the consortium, except for one, acquired British Gas s interest (16.67%) in proportional
shares, according to the option exercised in May 2003, and sold half of this newly acquired interest to the national
Kazakh company Kazmunaygaz, new partner in the PSA with an 8.335% interest. Eni therefore increased its interest
from 16.67% to 18.52% and continues acting as operator. The outlay for this transaction amounted to dollar 200
million. At June 30, 2005, the total amount of contracts awarded for the development of the field was approximately
dollar 7 billion.

Within the Karachaganak project (Eni co-operator with a 32.5% interest) the proper functioning of the new gas
injection plants in the first half of 2005 allowed, among other things, to ship to the Caspian Pipeline Consortium (Eni s
interest 2%) a large amount of the oil production from the field, that was supplied as CPC blend to the Novorossiysk
terminal on the Black Sea. The Phase 2M (maintenance) of the Karachaganak project continued according to plans.

NIGERIA In April 2005, the Okpai power station (Independent Power Plant, Eni s interest 20%) started operations, with
a generation capacity of 450 megawatts on two gas and one steam turbines. The project entailed also the construction
of a 54-kilometer long

ENI
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aerial transmission line with a capacity of 130 kilowatthour. The power station is fed with gas from the Kwale fields

in permit OML 60 (Eni operator with a 20% interest) which will supply up to 2 million cubic meters/day of natural

gas when the power station is fully operational. The project is part of Eni s and the Nigerian government s plan to reach
zero gas flaring.

In August 2005, Eni finalized its entry as operator in Blocks OML 120 and OML 121.

UNITED STATES In Green Canyon Block 562 (Eni operator with an 18.17% interest) in the deep offshore of the Gulf
of Mexico production from the K2 oil field started with an initial flow rate of 8,000 boe/day. The field s development
includes two additional subsea wells linked to the nearby Marco Polo platform, operated by a partner. Peak production
of approximately 6,000 boe per day (net to Eni) is expected in 2007.

Eni acquired 22 exploration blocks in the Gulf of Mexico following its participation to 194 (March 2005) and 196
Lease Sale (August 2005).

Capital expenditure
In the first half of 2005, capital expenditure of the Exploration & Production segment amounted to euro 2,220 million
(euro 2,486 million in the first half of 2004) and concerned mainly development expenditure (euro 1,885 million)
directed mainly outside Italy (euro 1,724 million), in particular in Kazakhstan, Libya, Angola and Egypt.
Development expenditure in Italy (euro 162 million) concerned primarily the continuation of drilling development
wells, the completion of work for plant and infrastructure in Val d Agri and sidetrack and infilling actions in mature
areas. Exploration expenditure amounted to euro 186 million, of which about 97% was directed outside Italy. Outside
Italy exploration concerned in particular the following countries: Norway, Indonesia, Brazil, Egypt and Nigeria. In
Italy exploration concerned essentially the onshore of Sicily and Central Italy. Eni also acquired a further 1.85%
interest in the Kashagan development project with an outlay of dollar 200 million.

As compared to the first half of 2004, capital expenditure declined by euro 266 million, down 10.7%, due essentially
to the completion of relevant projects (in particular South Pars in Iran and the onshore section of the Western Libyan
Gas Project) and to the effect of the 4.7% appreciation of the euro over the dollar.
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gas & power

natural gas

Supply of natural gas
(billion cubic meters)
First half
2004 2004 2005 Change % Ch.
11.30  Italy 5.64 5.34 (0.30) (5.3)
20.62  Russia 11.24 11.12 (0.12) (1.1
1.60 Russia via Blue Stream 0.87 1.05 0.18 20.7
18.86  Algeria 9.96 10.73 0.77 7.7
8.45  Netherlands 4.6 4.37 (0.23) 4.9)
5.74  Norway 3.12 3.07 (0.05) 1.7
3.57  Hungary 2.09 2.11 0.02 1.0
0.55 Libya 1.87 1.87 .
1.76  United Kingdom 0.88 1.12 0.24 27.3
1.27  Algeria (LNG) 0.72 0.76 0.04 5.6
1.00  Other (LNG) 0.42 0.48 0.06 .
0.68  Croatia 0.33 0.42 0.09 27.3
0.08  Other purchases via pipeline 0.08 0.30 0.22
0.12  Other purchases Europe 0.02 0.03 0.01 .
1.20  Outside Europe 0.58 0.58 0.00 0.0
65.42  OQutside Italy 34.91 38.01 3.10 8.9
76.72  Total supplies 40.42 43.36 2.93 7.3
0.93 Withdrawals from storage 1.63 0.16 (1.47) (90.2)
(0.52) Network losses and measurement differences (0.26) 0.34) (0.08) 30.8
77.13  Available for sale 41.92 43.17 1.25 3.0

In the first half of 2005, Eni s Gas & Power segment supplied 43.36 billion cubic meters of natural gas, with a 2.93
billion cubic meters increase from the first half of 2004, up 7.3%, in line with volumes sold. Natural gas volumes
supplied outside Italy (38.01 billion cubic meters) represented 88% of total supplies (83% in the first half of 2004).

Supplies outside Italy amounted to 38.01 billion cubic meters, the 3.10 billion cubic meter increase from the first half
of 2004 (up 8.9%) concerned primarily the reaching of full volumes from Libya (1.87 billion cubic meters) and higher
purchases from Algeria (0.77 billion cubic meters). The main declines concerned purchases from the Netherlands
(down 0.23 billion cubic meters) and Russia (down 0.12 billion cubic meters).

Supplies in Italy (5.34 billion cubic meters) declined by 0.3 billion cubic meters, or 5.3%, from the first half of 2004,
due to the decline in production of the Exploration & Production segment.

In the first half of 2004, a total of 0.16 billion cubic meters of natural gas were withdrawn from the storage sites of
Stoccaggi Gas Italia SpA as compared to 1.63 billion cubic meters in the first half of 2004.
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Take-or-pay

In order to meet the medium and long-term demand of natural gas, in particular of the Italian market, Eni entered into
long-term purchase contracts with producing countries that currently have a residual average term of approximately 16
years. Existing contracts, which in general contain take-or-pay clauses, will ensure a total of about 67.6 billion cubic
meters of natural gas per year (Russia 28.5, Algeria 21.5, Netherlands 9.8, Norway 6 and Nigeria LNG 1.8) by 2008.
The average annual minimum quantity (take-or-pay) is approximately 85% of said quantities. Despite the fact that
increasing volumes of natural gas available are sold outside Italy, the expected development of Italian demand and
supply of natural gas in the medium and long-term and the evolution of regulations in this segment represent a risk
element in the management of take-or-pay contracts.

Sales of natural gas
(billion cubic meters)

First half
2004 2004 2005 Change % Ch.
50.39  Italy 27.90 27.46 (0.44) (1.6)
14.18  Wholesalers 9.23 7.09 (2.14) (23.2)
0.54  Gas release 1.07
35.67 End customers 18.67 19.30 0.63 34
12.39 Industrial users 6.46 6.23 (0.23) (3.6)
15.92 Thermoelectric 7.61 8.4 0.79 104
7.36 Residential and commercial 4.6 4.67 0.07 1.5
21.87  Rest of Europe 11.76 12.56 0.80 6.8
1.17 Outside Europe 0.58 0.56 (0.02) 3.4)
73.43  Total sales to third parties 40.24 40.58 0.34 0.8
3.70  Own consumption 1.68 2.59 0.91 54.2
77.13  Sales to third parties and volumes consumed by Eni 41.92 43.17 1.25 3.0
7.32 Sales of natural gas of Eni s affiliates (Eni s share) 3.65 4.54 0.89 24.4
6.60  Europe 3.33 4.18 0.85 25.5
0.72  Outside Europe 0.32 0.36 0.04 12.5
84.45  Total sales of natural gas 45.57 47.71 2.14 4.7

In the first half of 2005 natural gas sales (47.71 billion cubic meters, including own consumption and Eni s share of
sales of affiliates and relevant companies®) were up

(3)  Atpresent the only relevant company is Nigeria LNG Ltd (Eni s interest 10.4%).
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2.14 billion cubic meters from the first half of 2004, or 4.7%, reflecting primarily higher sales in markets in the rest of
Europe (up 1.61 billion cubic meters, including sales of affiliates, or 11%) and higher own consumption of natural gas
for power generation at EniPower s power stations (up 0.91 billion cubic meters, or 54.2%), whose effects were offset
in part by lower sales in Italy (down 0.44 billion cubic meters, or 1.6%).

In a more and more competitive market, natural gas sales in Italy (27.46 billion cubic meters) were down 0.44 billion
cubic meters from the first half of 2004, or 1.6%, reflecting primarily a decline in sales to wholesalers (down 2.14
billion cubic meters) and to industries (down 0.23 billion cubic meters), also related to the fact that part of supplies
(1.07 billion cubic meters) to operators in these sectors in particular wholesalers ~was carried out in accordance with
certain decisions of the Antitrust Authority (so called gas release)*. These declines were offset in part by higher sales

to the thermoelectric segment (up 0.79 billion cubic meters, or 10.4%).

Natural gas sales in the rest of Europe (12.56 billion cubic meters) were up 0.80 billion cubic meters, or 6.8%, due to
increases registered in: (i) sales under long-term supply contracts with importers to Italy (0.4 billion cubic meters),

also due to reaching of full supplies from Libyan fields; (ii) Germany (0.24 billion cubic meters) related in particular

to increased supplies to Eni s affiliate GVS (Eni s interest 50%) and the start-up of supplies to Wingas; (iii) supplies to
the Turkish market via the Blue Stream gasline (0.18 billion cubic meters); (iv) France (0.15 billion cubic meters)
related to the beginning of gas marketing activities.

Own consumption® was 2.59 billion cubic meters, up 0.91 billion cubic meters from the first half of 2004, or 54.2%,
reflecting primarily higher supplies to EniPower due to the coming onstream of new generation capacity.

Sales of natural gas by Eni s affiliates, net to Eni and net of Eni s supplies, were 4.54 billion cubic meters, up 0.89
billion cubic meters from the first half of 2004, or 24.4%, related in particular to Unién Fenosa Gas and concerned: (i)
GVS with 1.90 billion cubic meters; (i1) Unién Fenosa Gas (Eni s interest 50%) with 0.80 billion cubic meters; (iii)
volumes of natural gas (0.74 billion cubic meters) treated at the Nigeria LNG Ltd (Eni s interest 10.4%) liquefaction
plant in Nigeria, destined to US and European markets; (iv) Galp Energia (Eni s interest 33.34%) with 0.71 billion
cubic meters.

Transmission
In the first half of 2005, volumes of natural gas input in the national grid (28.46 billion cubic meters) increased by
0.71 billion cubic meters from the first half of 2004, up 2.6%, due to increases in consumption registered in the
thermoelectric

(4)  InJune 2004 Eni agreed with the Antitrust Authority to sell a total volume of 9.2 billion cubic meters of natural gas (2.3 billion cubic meters/year) in the
four thermal years from October 1, 2004 to September 30, 2008 at the Tarvisio entry point into the Italian network.

In accordance with article 19, paragraph 4 of Legislative Decree No. 164/2000, the volumes of natural gas consumed in operations by a company or its
subsidiaries are excluded from the calculation of ceilings for sales to end customers and from volumes input into the Italian network to be sold in Italy.

®)
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segment, related to the entry into service of combined cycle power plants, and to the industrial segment.

Eni transported 16.33 billion cubic meters of natural gas on behalf of third parties in Italy, up 2.24 billion cubic meters
from the first half of 2004, or 15.9%.

Natural gas volumes transported (1

(billion cubic meters)

First half
2004 2004 2005 Change % Ch.
52.15 On behalf of Eni 27.75 28.46 0.71 2.6
28.26 On behalf of third parties 14.09 16.33 2.24 15.9
9.25 Enel 4.84 543 0.59 12.2
8.00 Edison Gas 3.96 4.18 0.22 5.6
11.01 Others 5.29 6.72 1.43 27.0
80.41 41.84 44.79 2.95 7.1

(1) Volumes include amounts input to domestic storage.

Development projects
LNG United States
As part of its strategy of expansion of the LNG business, on August 1, 2005, Eni signed an agreement with the US
company Cameron LNG Llc (belonging to the Sempra Energy group) to purchase a share in the regasification
capacity of the Cameron liquefied natural gas terminal in Louisiana; construction is planned to start late in 2005 and
expected to be completed in 2008. The share of regasification capacity purchased amounts to 6 billion cubic meters
per year for a period of 20 years, which corresponds to 40% of the overall initial capacity of the terminal (15.5 billion
cubic meters per year). This transaction will enable Eni to sell part of its natural gas North African and Nigerian
reserves on the US natural gas markets.

LNG Egypt

In January 2005, the first LNG shipment was made from the Damietta liquefaction plant (Eni s interest 40% through its
50% interest in Unién Fenosa Gas) that is targeted to produce about 7 billion cubic meters/year to be sold principally

on the Spanish market. The partners in the project (Unién Fenosa Gas and Egyptian companies EGPC and EGAS) are
planning an expansion of the plant that provides for the construction of a second train with the same capacity of the

first one. Eni will supply about 3 billion cubic meters/year to the first train for twenty years. Further volumes will be
supplied to the second train under an intent protocol signed in March 2005 with the Egyptian Government.

Germany

In January 2005, Eni agreed a 14 year contract, starting in 2006, for the supply of 1.2 billion cubic meters/year of
natural gas to the German company Wingas. The gas will be delivered at Eynatten at the German-Belgian border.
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Sale of the water business

In March 2005, after receiving the authorization of the Antitrust Authority, the agreement for the sale of Italgas s
majority interest (67.05%) in Societa Azionaria per la Condotta di Acque Potabili to Amga SpA and Smat SpA was
finalized for euro 85.1 million (euro 15.57 per share). The sale contract had been signed on December 13, 2004.

In May 2005, after receiving the authorization of the Antitrust Authority, the agreement for the sale of Italgas s 100%
interest in Acquedotto Vesuviano SpA to Gori SpA was finalized for euro 20 million. The sale contract had been
signed on March 10, 2005.

The above transactions are part of Eni s strategy of concentrating its resources in its core natural gas business.

Agreement between Eni and Gazprom/Gazexport
On May 10, 2005, the Russian companies Gazprom and Gazexport (a 100% subsidiary of Gazprom) closing a
negotiation started in 2004, signed an agreement, finalized on June 16, 2005 which provides the following:

(a) extension to 2027 at unchanged contractual conditions of some supply contracts due to expire in 2017 for a total
volume of 10.5 billion cubic meters/year;

(b) for the three-year period 2009-2011 (when oversupply is expected on Italian markets) a decrease in take-or-pay
penalties within the limits of additional volumes sold on Italian markets by Gazexport related to the upgrade of
the TAG pipeline from 2008;

(c) areduction of 2 billion cubic meters/year in contract volumes of a supply contract and the sale to Gazexport of
the relevant transport capacity of the TAG pipeline currently used by Eni;

(d) the option for Gazexport to purchase from Eni directly or through a subsidiary owned for over 50% of its share
capital up to a maximum of 25% of the share capital of Promgas SpA (a company owned in equal shares by Eni
and Gazexport) leaving however joint control to the two parent companies at a price determined according to its
fair market value, which will keep into account the agreed restructuring of the present contract structure under
which Eni will cease to act as broker for Promgas for gas supplies to Edison and will only provide transport
services through the TAG gasline.

The finalization of the agreement and relevant contracts is subject to the approval of the Italian Antitrust Authority on

the sale of transport capacity under (c).

Regulatory framework
Actions by the Antitrust Authority and the Authority for electricity and gas

TTPC

On February 1, 2005, the Antitrust Authority opened a procedure against Eni to ascertain an alleged abuse of
dominant position. The events leading to the opening of the procedure relate to behaviors of Trans Tunisian Pipeline
Co Ltd (TTPC), wholly owned by Eni, concerning its decision to consider expired certain ship-or-pay contracts signed
on March 31, 2003 by TTPC with four shippers, who were entitled to new
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capacity on TTPC s pipeline, due to the non occurrence of suspensive clauses. Therefore TTPC decided to not proceed
to the planned upgrade of the pipeline by 2007.

On July 28, 2005 Eni submitted to the Antitrust Authority a proposal containing the actions it intends to perform in
order to favor the opening of the Italian natural gas market, subject to the recognition by the Authority of their ability
to improve competition. The proposal concerns:

(1)  the upgrade of the TTPC pipeline for the import of natural gas to Italy from Algeria. The plan, prepared in
agreement with the Algerian national company Sonatrach entails an increase in transit capacity® of 3.2 billion
cubic meters/year from 2008 and further 3.3 billion cubic meters/year from 2012. The expenditure for the first
upgrade required is estimated at euro 330 million and will be borne entirely by Eni. The new capacity has been
conferred to importers to Italy under a non discriminating sale procedure. The efficacy of the relevant transport
contracts is subject to suspensive clauses that need to take place before October 30, 2005. The TTPC pipeline,
742-kilometer long, made up of two lines with a diameter of 48 inches each 371-kilometer long, transports
natural gas across Tunisia from Oued Saf Saf where Algerian natural gas enters into Tunisia, to Cap Bon on the
Mediterranean coast where it links with the Trans Mediterranean Pipeline Co (TMPC) pipeline. It has a transit
capacity of 27 billion cubic meters/year and three compression stations. An integral part of the agreement is
represented by the corporate and contractual restructuring of TMPC, a company owned by Eni and Sonatrach in
equal shares, owner of the underwater pipeline crossing the Sicily Channel from Cap Bon to Mazara del Vallo,
entry point into the Italian national gasline network. The TMPC pipeline is 775-kilometer long, made up of five
lines each 155-kilometer long with diameters ranging from 20 and 26 inches and a transit capacity of 28 billion
cubic meters/year;

(i) upgrade of the Trans Austria Gasleitung (TAG) pipeline for the import into Italy of Russian gas. The plan,
agreed in June 2005 with the national Austrian company OMYV, entails an increase in transit capacity of 3.2
billion cubic meters/year from 2008. The new capacity will be available to importers to Italy under a non
discriminating sale procedure expected to start in September 2005. The expected expenditure amounts to euro
130 million (euro 115 million paid by Eni). The TAG pipeline, 1,018-kilometer long, made up of two lines,
each about 380-kilometer long and a third line 258-kilometer long, with diameters ranging from 36 to 42 inches,
crosses Austria from Baumgarten, the delivery point at the border of Austria and Slovakia, to Tarvisio, point of
entry into the Italian national network. It has a transit capacity of approximately 32.5 billion cubic meters/year
and three compression stations;

(iii) a2 billion cubic meters/year reduction of contract volumes in one of the 4 take-or-pay contracts entered with
Gazexport for the purchase of Russian gas for the remaining term (2006-2027) and the provision to Gazexport
of the relevant transport capacity currently assigned to Eni as shipper on the TAG pipeline that would become
available following the mentioned reduction in contract volumes purchased and transported by Eni. This would
allow Gazexport to sell its gas directly without the intervention of Eni.

(6)  Transit capacity is the maximum daily flow at the entry points of the gasline that is transported to the next transport infrastructure.
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Opening of an inquiry on prices

With Decision No. 107/2005 the Authority for electricity and gas started a formal inquiry against Eni and other
importing operators stating their failure to comply with the Authority information requirement expressed in its
Decision No. 188/2004 of October 27, 2004, by which it required natural gas importing operators, among which Eni,
to give information concerning: (i) dates and supplier for each supply contract for the import of natural gas; (ii)) FOB
purchase prices; (iii) updating price formulas; and (iv) volumes supplied and FOB purchase average prices on a
monthly basis for each supplying contract relating to the period October 2002-September 2004.

Eni appealed this decision with the Regional Administrative Court of Lombardia that with Decision No. 89/2005 of
March 22, 2005 cancelled the obligation on part of Eni to communicate dates and supplier for each contract and FOB
purchase prices.

With a letter dated March 14, 2005 and taking into account the Regional Court s decision, Eni gave the Authority only
part of the information required; in particular information concerning volumes supplied and FOB purchase average
prices on a monthly basis was not provided because it would allow to calculate the part of information the presentation
of which was annulled by the Regional Administrative Court s decision. With Decision No. 107/2005 the Authority for
electricity and gas stated Eni s failure to comply with the Authority information requirement. The inquiry was to be
concluded by July 30, 2005.

Law 481/1995 states that, when its decisions are disregarded, the Authority may impose a fine ranging from a
minimum of euro 25,000 to a maximum of euro 150 million.

Determination of reference prices for non eligible customers at December 31, 2002 - Decision No. 248/2004 of the
Authority for electricity and gas

In order to dampen the inflationary pressures related to the increase in international oil prices in the second half of
2004, the Authority, with Decision No. 248 of December 29, 2004, changed the indexing mechanism concerning the
raw material component in tariffs paid by end customers that were non eligible customers at December 31, 2002
according to Decision No. 195/2002. The decision introduced the following changes: (i) establishment of a cap set at
75% for the changes in the raw material component if Brent prices fall outside the 20-35 dollar/barrel interval; (ii)
change of the relative weight of the three products making up the reference index of energy prices whose variations
when higher or lower than 5% as compared to the same index in the preceding period determine the adjustment of
raw material costs; (iii) substitution of one of the three products included in the index (a pool of crudes) with Brent
crude; (iv) reduction in the value of the variable wholesale component of the selling price by euro 0.25 cents per cubic
meter in order to foster the negotiation of prices consistent with average European prices in gas import contracts
starting from October 1, 2005.

Decision No. 248/2004 also imposes the obligation to provide new conditions consistent with the said decision to
suppliers of natural gas to wholesalers under contracts that do not contain price adjustment clauses in case of changes
in the adjustment rules of supply conditions.

Eni filed a claim against Decision No. 248/2004, requesting its suspension. On January 25, 2005 the Regional
Administrative Court of Lombardia accepted the claim and
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on March 22, 2005 the Council of State rejected the Authority s claim requesting the annulment of the suspension.
With a judgment of June 28, 2005, the Regional Administrative Court of Lombardia annulled Decision No. 248/2004
of the Authority for electricity and gas. The Authority decided to make a counterclaim to the Council of State
(Decision No. 184 of September 5, 2005) and on September 7 wrote a letter to the Italian Parliament and Government
inviting them to contribute to its counterclaim with the Council of State and to provide and authentic interpretation of
Law 239/2004 (on the reorganization of the energy sector) for the definition of public service.

Decision No. 166/2005 of the Authority for electricity and gas

With Decision No. 166 of July 29, 2005, the Authority for electricity and gas approved criteria for the definition of
tariffs for the transport of natural gas on the national and regional network of gas pipelines for the second
four-thermal-year regulated period (October 1, 2005-September 30, 2009). The new tariff structure confirms the
breakdown of the tariff into two components: capacity and commodity in a ratio of 70 to 30 and the entry-exit model
for the determination of the capacity component on the national pipeline network, already present in the previous tariff
regime established by Decision No. 120/2001.

The major new elements of the new regime are the following:

- areduction of the rate of return of capital employed in transport activity from 7.94% to 6.7% (pre-tax);

- anew set of incentives for new capital expenditure. In the previous regime, the return on upgrade and capacity
expansion expenditure was 7.47% for one year only included in the calculation of the capacity component of the
transport tariff and 4.98% for 6 years in the calculation of the commodity component. The new tariff structure
provides an additional rate of return depending on the type of expenditure on the return rate acknowledged to
capital employed: from a minimum of 1% for safety measures that do not increase transport capacity, applied for
5 years, to a maximum of 3% for expenditure that increases capacity at entry points into the national network,
applied for 15 years. The additional return is part of the determination of the maximum allowed in the calculation
of the capacity component of the tariff and therefore is not influenced by changes in volumes transported;

- the updating by means of a price cap mechanism of the maximum amount of revenues the transport undertaking
is entitled to (allowed revenues) and the annual recalculation of the portion relating to capital costs. This price
cap mechanism applies to operating costs and amortization charges (previously it applied to the entire allowed
amount). The annual rate of recovery of productivity was confirmed at 2%; this is used to reduce the effect of
changes in the consumer price index in the updating of the preceding year s allowed revenues;

- the reduction from 4.5% to 3.5% of the preset annual rate of change of productivity recovery for the updating of
the commodity component of the tariff;

- the elimination from the tariff of the fixed cost of connection, substituted by an amount proportional to
measurement, aimed at favoring measuring and data collection;
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- confirmation of the tariff reduction for start-ups (construction/upgrade of combined cycle plants for electricity
generation) and for offtake in low season periods (from May 1 to October 31) already contained in Decisions No.
5/2005 and 6/2005 which updated the previous tariff regime.

The companies active in the field of gas transport submit their tariff proposals to the Authority before March 31 of

each year.

Change of Decision No. 237/2000 and new tariff criteria

Decision No. 104 of June 25, 2004 postponed to September 30, 2004 the duration term of the first regulated period for
natural gas distribution activity and the validity of the basic tariff options approved by the Authority for thermal year
2004.

With Decision No. 170 of September 29, 2004 the Authority defined gas distribution tariffs for the second regulated
period from October 1, 2004 to September 30, 2008, setting at 7.5% the rate of return on capital employed of
distribution companies, as compared to the 8.8% rate set for the previous distribution tariff regime. The rate of
productivity recovery one of the components of the annual adjustment mechanism of tariffs was set at 5% of
operating expenses and amortization charges (as compared to the 3% rate applied to total expenses and charges in the
preceding regulated period).

Municipalities may request a contribution lower than 1% of revenues of distribution companies destined to cover
supply costs of certain categories of customers.

The Regional Administrative Court of Lombardia in a decision published on February 16, 2005 accepted the
distributors claim and cancelled Decision No. 170/2004 of the Authority in the part where it defines criteria that: (i) do
not foresee that allowed revenues for distribution companies for the second regulated period are calculated keeping

into account expenditure made and to be made after those considered for the approval of allowed revenues for thermal
year 2003-2004; (ii) foresee a constant rate of productivity recovery for the whole regulated period in the updating of
allowed revenues. The Authority filed a claim with the Council of State, that, on March 8, 2005 suspended the

Regional Administrative Court s decision while waiting for the judgment.

Accepting the Administrative Court s decision: (i) with Decision No. 122 of June 21, 2005, the Authority integrated
and changed Decision No. 170/2004 defining a new determination mechanism for distribution tariffs that take into
account the expenditure made by distributing companies; (ii) with Decision No. 171 of August 3, 2005 the Authority
also defined the application modes of the individual regime contained in Decisions No. 170 and 173/2004.

Inquiry of the Authority for Electricity and Gas on Italgas Piit SpA (now merged in Eni SpA) and Italgas SpA

With Decision No. 88/2005, the Authority for Electricity and Gas started an inquiry on Italgas Pitt SpA (now merged
in Eni SpA) concerning: (i) the minimum contractual conditions of sale service (Decision No. 229/2001) related to
belated emission of invoices as compared to periods set by the Authority for Electricity and Gas; (ii) wrong statements
on the number of services requested by Italgas Piu customers to Italgas SpA (connections and similar services) from
August 26 to September 5, 2004.
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On August 12, 2005 the Authority for Electricity and Gas presented the following results: (i) violation of article 5 of
Decision No. 229/2001 concerning the belated emission of invoices from August 26 to September 5, 2004. The
Authority considers such behavior unacceptable in light of the electronic migration of data ongoing in that period and
the tools used by the Company inadequate to inform customers, although it acknowledges the effort of the Company
at diminishing the negative effects of belated invoicing by providing longer terms for payment, but this event can only
influence the amount of the fine that will be imposed to the Company. The Authority stresses also the need to provide
proper information to customers on the right to pay by installments under Decision No. 229/2001; (ii) confirmation of
wrong statements worsened by the fact that it has hindered the Authority s control activity.

The final decision is expected before the end of September.

With Decision No. 82/2005 the Authority started a similar procedure against Italgas SpA for alleged wrong statements
on the number of services requested by Italgas Piu SpA.
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power generation

In the first half of 2005, electricity production sold was 10.55 terawatthour, up 4.47 terawatthour, or 73.5% from the
first half of 2004, due to the full commercial operation of the Ravenna (up 1.74 terawatthour) and Ferrera Erbognone
(up 0.99 terawatthour) plants and the entry into service of the first new power unit at Mantova (up 1.32 terawatthour).

A total of 2.22 terawatthour of purchased electricity were resold to eligible customers, with an increase of 0.66
terawatthour, up 42.3%. Sales of steam amounted to 5,376,000 tonnes, increasing by 445,000 tonnes, up 9%, due to
increased production volumes at Ravenna, Mantova and Ferrera Erbognone.

First half
2004 2004 2005 Change % Ch.
13.85  Electricity production sold (terawatthour) 6.08 10.55 4.47 73.5
3.10  Electricity trading (terawatthour) 1.56 2.22 0.66 42.3
10,040 Steam (thousand tonnes) 4,931 5,376 445 9.0

Capital expenditure
In the first half of 2005, capital expenditure in the Gas & Power segment totaled euro 521 million (euro 771 million in
the first half of 2004) and related in particular to: (i) development and maintenance of Eni s transmission network in
Italy (euro 304 million); (ii) the continuation of the construction of combined cycle power plants (euro 124 million) in
particular at Brindisi and Mantova; (iii) development and maintenance of Eni s distribution network in Italy (euro 59
million). As compared to the first half of 2004, capital expenditure declined by euro 250 million, down 32.4%, due
essentially to the completion of the Greenstream gasline for the import into Italy of gas produced in Libyan fields.
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refining & marketing

Supply and trading
In the first half of 2005, a total of 31.89 million tonnes of oil were purchased (32.51 million in the first half of 2004),
of which 18.30 million tonnes from Eni s Exploration & Production segment, 7.07 million from producing countries
under long-term contracts and 6.52 million on the spot market. The geographic sources of oil purchased were the
following: 25.4% came from West Africa, 17.9% from North Africa, 17.4% from countries of the former Soviet
Union, 15.4% from the Middle East, 13.9% from the North Sea, 7.4% from Italy and 2.6% from other areas. Some
15.37 million tonnes were resold, representing a decrease of 0.46 million tonnes, down 2.9% from the first half of
2004. In addition, 1.54 million tonnes of intermediate products were purchased (1.58 million tonnes in the first half of
2004) to be used as feedstocks in conversion plants and 8.25 million tonnes of refined products (10.58 million tonnes
in the first half of 2004) sold as a complement to Eni s own production in the Italian market (2.59 million tonnes) and
in markets outside Italy (5.66 million tonnes).

Refining
In the first half of 2005 refining throughputs on own account in Italy and outside Italy were 18.20 million tonnes, in
line with the first half of 2004, in particular processing increased at Taranto and Livorno and on third parties
refineries. These increases were offset by the maintenance standstill of the Porto Marghera refinery

Petroleum products availability

(million tonnes)

First half
2004 2004 2005 Change % Ch.
Italy
26.75 Products processed in wholly-owned refineries 12.70 12.71 0.01 0.1
(1.50)  Products processed for third parties (0.81) (0.78) 0.03 3.7)
8.10 Products processed in not owned refineries 4.19 4.12 (0.07) (L.7)
(1.64)  Products consumed in operations and losses 0.91) (0.83) 0.08 (8.8)
31.71 Products available 15.17 15.22 0.05 0.3
5.07 Purchases of finished products and change in inventories 2.61 2.58 (0.03) (L.1)
(5.03)  Finished products transferred to foreign cycle (2.38) (2.55) (0.17) 7.1
(1.06)  Consumption for power generation (0.51) (0.54) (0.03) 5.9
30.69  Products sold 14.89 14.71 (0.18) (1.2)
Outside Italy
4.04  Products available 1.97 2.00 0.03 1.5
13.78 Purchases of finished products and change in inventories 7.83 5.55 (2.28) (29.1)
5.03  Finished products transferred from Italian cycle 2.38 2.55 0.17 7.1
22.85  Products sold 12.18 10.10 (2.08) 17.1)
53.54 Sales in Italy and outside Italy 27.07 24.81 (2.26) (8.3)
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and lower processing at the Gela refinery following the damage caused by a sea storm to the docking infrastructure in
December 2004.

Total refining throughputs on wholly owned refineries was 12.71 million tonnes, in line with the first half of 2004,
with a balanced capacity utilization rate of 100%.

Distribution of refined products
In the first half of 2005 sales of refined products (24.81 million tonnes) were down 2.26 million tonnes from the first
half of 2004, or 8.3%, mainly due to the divestment of activities in Brazil in August 2004 (down 1.51 million tonnes),
a decline in sales to oil companies and traders outside Italy (down 0.74 million tonnes) and declining retail and
wholesale sales in Italy (down 0.18 million tonnes).

Retail sales in Italy

Sales of refined products on retail markets in Italy (5.22 million tonnes) were down 110,000 tonnes from the first half
of 2004, or 2.1%, reflecting primarily a decline in domestic consumption of gasoline and LPG (down 2.3%). Eni s
retail market share increased slightly from 35.9% in the first half of 2004 to 36%; the increase in market share of Agip
branded service stations (from 29% to 29.4%) was offset in part by the decline registered by IP branded service
stations.

At June 30, 2005, Eni s retail distribution network in Italy consisted of 7,229 service stations (of these 4,341 were Agip
branded and 2,888 IP branded), 15 less than at December 31, 2004 (7,244 units), due to closures (31 service stations),
the positive balance (10 units) of acquisitions/releases of lease concessions and the opening of 6 new service stations.

Divestment of Italiana Petroli

Following the approval of the Italian Antitrust Authority granted on August 25, 2005, on September 6, 2005 Eni
divested 100% of the share capital of Italiana Petroli (IP) to Api - Anonima Petroli Italiana SpA for euro 190 million,
subject to an adjustment for the change in IP s net equity between December 31, 2004 and August 31, 2005. As part of
the sale transaction, the parties signed: (i) a five-year fuel supply agreement under which IP will purchase from Eni
given amounts of fuel each year; (ii) an 18-month long agreement for the supply of lubricants and fuel transport
services from storage sites to service stations.

Retail sales outside Italy

Sales of refined products on retail markets in the rest of Europe were 1.77 million tonnes, up 110,000 tonnes from the
first half of 2004, or 6.6%, in particular in Germany, the Czech Republic and Spain. At June 30, 2005, Eni s retail
distribution network in the rest of Europe consisted of 1,910 service stations, 14 more than at December 31, 2004, due
in particular to purchases of service stations in Germany and France.
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Wholesale sales

Sales on wholesale markets in Italy were 5.07 million tonnes, down 70,000 tonnes from the first half of 2004, or 1.4%,
reflecting mainly lower sales of fuel oil to the thermoelectric segment, due to the progressive substitution of fuel oil
with natural gas in power plants.

Sales on wholesale markets outside Italy were 2.16 million tonnes, down 0.88 million tonnes, or 28.9%, reflecting
mainly the divestment of activities in Brazil.

Sales of petroleum products in Italy and outside Italy

(million tonnes)

First half
2004 2004 2005 Change % Ch.
10.93 Retail sales 5.33 5.22 (0.11) 2.1)
10.70 Wholesale sales 5.14 5.07 0.07) (1.4)
21.63 10.47 10.29 (0.18) 1.7)
3.05 Petrochemicals 1.51 1.50 (0.01) 0.7)
6.01 Other sales (V 291 2.92 0.01 0.3
30.69 Sales in Italy 14.89 14.71 (0.18) (1.2)
3.47  Retail rest of Europe 1.66 1.77 0.11 6.6
0.57 Retail Brazil 0.57 0.00 (0.57) .
5.30 Wholesale sales 3.04 2.16 (0.88) (28.9)
9.34 5.27 3.93 (1.34) (25.4)
13.51 Other sales (V 6.91 6.17 (0.74) (10.7)
22.85 Sales outside Italy 12.18 10.10 (2.08) 17.1)
53.54 27.07 24.81 (2.26) (8.3)

(1) Includes bunkering, sales to oil companies and MTBE sales.

Capital expenditure
In the first half of 2005, capital expenditure in the Refining & Marketing segment amounted to euro 216 million (euro
277 million in the first half of 2004) and concerned: (i) refining and logistics (euro 116 million), in particular the
construction of the tar gasification plant at the Sannazzaro refinery and plant efficiency and flexibility improvement
actions; (ii) the upgrade of the distribution network in Italy (euro 45 million); (iii) the upgrade of the distribution
network and the purchase of service stations in the rest of Europe (euro 22 million). As compared to the first half of
2004, capital expenditure declined by euro 61 million, down 22%, due essentially to the completion of actions on
refineries concerning the upgrade of fuel characteristics to the new European requirements in force from January 1,
2005.
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petrochemicals

Sales - production - prices
In the first half of 2005, sales of petrochemical products (2,673,000 tonnes) were up 54,000 tonnes, or 2.1% from the
first half of 2004, reflecting primarily higher sales of intermediates (up 26%), aromatics (up 9%) and olefins (up
4.5%) related to positive demand and the fact that intermediate sales, in particular acetone and phenol, declined in the
first half of 2004 following a standstill due to an accident occurred at the Porto Torres dock. These increases were
offset in part by declines in: (i) polyethylenes (down 9%) due to lower LLDPE availability related to the standstill of
the Priolo plant and to a decline in demand resulting from expected price declines; (ii) styrene (down 5.7%) related to
the shutdown of the Ravenna ABS plant and the standstill for maintenance of the Mantova styrene plant.

Production (3,579,000 tonnes) declined by 100,000 tonnes, down 2.7% from the first half of 2004, due to declines
registered in particular in polyethylenes (down 7.2%), styrenes (down 6.4%) and olefins (down 4.4%) due mainly to
plant standstills. Nominal production capacity declined by 0.9% from the first half of 2004, due mainly to the
shutdown of the ABS line in Ravenna and the standstill for maintenance of the Mantova styrene plant. The average
capacity utilization rate decreased by 2.2 percentage points (from 78.5% to 76.3%) due mainly to a reduced utilization
rate of polyethylene and polystyrene plants.

About 36% of production was consumed internally (36.5% in the first half of 2004). Oil-based feedstocks supplied by
Eni s Refining & Marketing segment covered 21% of requirements in the first half of 2005 (20% in the first half of
2004).

The prices of Eni s principal products increased by 25.1% on average. The more relevant increases concerned olefins
(up 33.7%; in particular propylene and butadiene increased by nearly 40%), intermediates (up 29.8%) and
polyethylene (up 25.2%).

Product availability

(thousand tonnes)

First half

2004 2004 2005 Change % Ch.
4,236 Basic petrochemicals 2,190 2,164 (26) (1.2)
1,606 Styrene and elastomers 804 779 25) 3.1)
1,276 Polyethylene 685 636 49) (7.2)
7,118 Products available 3,679 3,579 (100) 2.7)
(2,615) Monomer consumption (1,344) (1,287) 57 “4.2)

684  Purchases and change in inventories 284 381 97 342

5,187 2,619 2,673 54 2.1
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Sales

(thousand tonnes)

First half
2004 2004 2005 Change % Ch.
2,766 Basic petrochemicals 1,382 1,519 137 99
1,038 Styrene and elastomers 538 518 (20) 3.7
1,383 Polyethylene 699 636 (63) 9.0)
5,187 2,619 2,673 54 2.1

Business segments
Basic petrochemicals
Sales of basic petrochemicals (1,519,000 tonnes) increased by 137,000 tonnes from the first half of 2004, up 9.9%,
reflecting increased sales of intermediates (up 26%), aromatics (up 9%; in particular benzene) and olefins (up 4.5%; in
particular ethylene), related to positive demand and the fact that in the first half of 2004 intermediate sales, especially
phenol and acetone, had declined due to an accident occurred at Porto Torres.

Basic petrochemical production (2,164,000 tonnes) decreased by 26,000 tonnes, down 1.2%, mainly in olefins (down
4.4%), resulting from the standstills of the Porto Marghera cracker related to the standstill of Eni s refinery supplying
feedstocks and of the Dunkerque and Gela cracker related to lower demand for monomers from the downstream
polyethylene plant. The decline in olefins was offset in part by higher production of intermediates (up 7.9%) and
aromatics (up 5.4%).

Styrene and elastomers

Styrene sales (300,000 tonnes) decreased by 18,000 tonnes, down 5.7% from the first half of 2004, reflecting
primarily lower styrene availability (down 30.5%) following the maintenance standstill of the Mantova plant, and
lower ABS/SAN availability (down 19%) related to the shutdown of the Ravenna plant. These negative factors were
offset in part by higher sales of expandable polystyrene (up 2%).

Elastomers sales (218,000 tonnes) were in line with the first half of 2004, down 0.9%. Higher sales of EPR rubber (up
23%) and latices (up 13%) were offset by declines in commodity rubber, related to a weak demand in the last part of
the period (TPR was down 9.5%, BR 6.4% and SBR 4.6%).

Styrene production (525,000 tonnes) decreased by 36,000 tonnes from the first half of 2004, down 6.5%, due
essentially to shutdowns and standstills of plants.
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Elastomer production (254,000 tonnes) increased by 11,000 tonnes from the first half of 2004, up 4.6%; the increase
concerned primarily EPR rubber (up 25%) and latices (up 18%) in line with the trend in demand.

Polyethylene
Sales of polyethylene (636,000 tonnes) decreased by 63,000 tonnes from the first half of 2004, down 9%, due to a
weaker demand affecting all products, in particular LLDPE and LDPE (both down 10%).

Production (636,000 tonnes) decreased by 49,000 tonnes, down 7.2%, in line with the trend in demand.

Capital expenditure
In the first half of 2005, capital expenditure amounted to euro 52 million (euro 51 million in the first half of 2004) and
concerned in particular extraordinary maintenance (euro 22 million), actions for the improvement of efficiency of
plants and rationalization (euro 15 million), actions for health, safety and environmental regulations (euro 11 million)
and R&D and improvement actions (euro 4 million).
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research and development

In the first half of 2005, many proprietary technologies were implemented at the industrial
level for the first time and many others continued their development; Eni invested euro 105
million in research and development (euro 106 million in the first half of 2004).

Exploration & Production

In the Exploration & Production segment, a battery of special drilling poles was made
available for advanced drilling technologies and applied on the Monte Enoc field. The poles
are made of an aluminum alloy body that allows the reduction of masses and therefore of
dynamic stress in high/very high deviation wells.

Studies in advanced geosteering continued. The results of a field test made in
November-December 2004 for checking the signal of the scalpel at seismic ends while drilling
were analyzed and made available.

Field applications of a methodology for the 3D modeling of the network of fractures existing
in a reservoir and the simulation of the flow of fluids within these fractures continued.

In the area of seismic imaging further developments derived from the innovative proprietary
CRS (Common Reflection Surface) Stack and 3D depth imaging (PSPI and KTA)
technologies allowed for significantly better results than conventional methods, in particular in
terms of reduction of project times and associated risks for the definition of the geological
model in the exploration and development phase. Despite being still in the development phase,
these technologies have been included in the industrial production cycle thanks also to the
support of High Performance Computing.

In the area of stratigraphic seismics, the AFI (Avo Fluid Inversion) technology for the
prediction of the kind of fluid contained in a field from seismic data aimed at validation and
ranking of prospecting entered the production phase.

In the area of underwater production systems, the development of advanced techniques for
monitoring sealines by means of intelligent pigs continued, as well as the preparation of the
underwater version of a technique already successfully applied onshore that allows for the
production of low pressure wells.

Studies and experiences continued with the PRIMEFLO technology that allows for an accurate
leak/obstruction detection in pipelines and sealines. Studies are aimed at its validation in
multiphase environments.

In the area of environmental protection, handbooks and application protocols have been
prepared for environmental monitoring by means of biomarkers and innovative tools for the
quantification and reduction of the environmental impact of offshore E&P activities (zero
effect discharge).

Contents

Major research areas:

Reduction of
exploration and
development costs
Geosciences

High resolution
prospecting techniques
Field simulation models
Field productivity
enhancement methods
Advanced drilling systems
Production in hostile
environments

Performance and
product differentiation
Advanced process control
Innovative polymerization
catalysis

Feedstocks
enhancement

Long distance gaslines
Conversion of heavy
crudes into light products
Conversion of gas into
liquid products

Environmental
protection
New formulas for fuels
and lubricants
Hydrogen

Clean catalytic
processes
Air quality monitoring
Reclaiming of polluted soil
Renewable energy (solar,
photovoltaic)
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Within the integrated program for H2S management in E&P operations , which aims at
identifying innovative solutions for mitigating the impact of sour gases on assets operated by
Eni, the proprietary technology for bulk separation of H2S by means of condensates was tested

at pilot level and positive indications have been obtained from innovative techniques for sulfur
storage.
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Gas & Power

In the Gas & Power segment, the High Pressure Transport development project continued with the construction of a
pilot pipeline with a diameter of 48 inches in very high resistance steel that will allow to identify the limits of this
technology. Within this same project a 10-kilometer long test pipeline in X 80 steel is under construction.

Work continued in the area of evaluation of new technologies for detecting and monitoring instable areas. Relevant
developments are underway in the field of tools for the identification of leakages in natural gas distribution with
technologies developed at European level.

Within the European Group for Research on Natural Gas, studies were completed on a non destructive system for the
identification of corrosion and on methods for analyzing the safety and reliability of gasline networks with specific
attention to interference of third parties. Eni continued its work in the European Pipeline Research Group.

Studies continued on the development of distributed generation of electricity and heat; testing continued on a
proprietary co-generation plant using gas fired micro turbines.

Refining & Marketing

In the Refining & Marketing segment, work continued on the development of fuels and lubricants with high quality
and low environmental impact. In this area, after the successful launch of the new BluSuper high octane gasoline with
very low environmental impact, studies continued on further improvements of the Blu family of fuels.

In the field of industrial lubricants, new formulas were applied to oils for turbines and compressors employing new
group II base oils. Some products have been reformulated also in the heavy duty line with advantages in terms of costs
and/or performance. Marine lubricants received qualification by an important engine manufacturer (Wartsila
Switzerland).

R&D work continued in the field of hydrotreatment of gasoils with high aromatic content aimed at improving their
environmental performance by means of catalytic hydrodearomatization.

A pilot plant for the industrial development of a new type of poly-fuel reforming is nearing completion. The process is
based on catalytic oxidation with short contact time with liquid and gaseous hydrocarbons aimed at producing
hydrogen at competitive costs, also in medium to small sized plants provided with high flexibility in terms of various
kinds of refinery feedstocks.
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Oil and gas intrasegment research
As concerns technologies touching on matters of interest for more than one segment, the most relevant projects
underway are:

- in the field of heavy crudes enhancement, at the Taranto refinery a 1,200 barrels/day plant based on the
proprietary Eni Slurry Technology has been completed. This technology will be extended also to the upgrading of
distillates from refinery residues, currently turned into fuel oil;

- in the field of gas to liquids conversion, Eni continued the testing of wax production by means of Fischer-Tropsch
synthesis and the related technique for wax upgrading by means of hydrocracking;

- work on environmental issues was focused in particular on an integrated research program on greenhouse gases
concerning the industrial feasibility of the geological segregation of carbon dioxide;

- the project continued for the Early Warning Monitoring System aimed at building a computerized platform for
the real time identification of physical and chemical entities used for the monitoring and control of Eni s typical
productions with specific attention to environmental impact.

Petrochemicals

In Petrochemicals, in a high pressure industrial plant low and very low density ethylene-butene copolymers were
produced by means of a new proprietary catalytic system with process improvements and products better suited to
their application, such as a new formula for shock resistant polystyrene for refrigerators provided with higher
chemical resistance to oils. The basic design has been established for a new manufacturing plant for expandable
polystyrene in continuous mass through a proprietary technology.

Snamprogetti continued the development of a technology for the production of styrene monomer directly from ethane
and benzene.

In the first half of 2005, a total of 6 applications for patents were filed.
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Profit and loss account

(million euro)

First half
2004 2004 2005 Change % Ch.
54,274 Net sales from operations 26,406 32,495 6,089 23.1
1,346 Other income and revenues 555 322 (233) (42.0)
(38,737)  Operating expenses (18,875) (22,228) (3,353) (17.8)
(4,753)  Depreciation, amortization and writedowns (2,348) (2,548) (200) (8.5)
12,130  Operating profit 5,738 8,041 2,303 40.1
(113)  Net financial expense (62) (176) (114) (183.9)
852 Net income from investments 574 413 (161) (28.0)
12,869 Profit before income taxes 6,250 8,278 2,028 324
(5,464) Income taxes (2,699) (3,763)  (1,064) (39.4)
7,405 Profit before minority interest 3,551 4,515 964 27.1
(346)  Minority interest (186) 172) 14 7.5
7,059  Net profit 3,365 4,343 978 29.1
7,059  Net profit 3,365 4,343 978 29.1
(281)  Exclusion of profit in stock (144) (311) (167) (116.0)
6,778  Net profit at replacement cost 3,221 4,032 811 25.2
(133)  Exclusion of special items (207) 374 581
6,645  Adjusted net profit ® 3,014 4,406 1,392 46.2

(1)  Replacement cost net profit and operating profit reflect the current cost of supplies. The replacement cost net profit for the period is arrived at by excluding
from the historical cost net profit the profit or loss in stock, which 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 in the period calculated using the weighted-average cost method of inventory
accounting.

(2)  The reconciliation of reported operating profit and net profit to adjusted operating and net profit at replacement cost is found at pages 37-38.

Eni s net profit for the first half of 2005 was euro 4,343 million, up euro 978 million from the first half of 2004, or
29.1%, reflecting primarily a euro 2,303 million increase in operating profit (up 40.1%) of which euro 266 million are
profit in stock recorded in particular in the Exploration & Production, Refining & Marketing and Petrochemical
segments, deriving from an increase in oil prices in dollars (Brent up 47.2%), higher sales volumes of liquids and gas
(up 15.2 million boe), higher refining margins (Brent up 47.6%) and, in Petrochemicals, higher margins and a better
operating performance. These positive factors were offset in part by the effect of a weaker dollar (down 4.7% on the
euro), higher provisions to the risk reserve, in particular for environmental charges, the fact that gains on the sale of
assets had been recorded in the first half of 2004. The increase in operating profit was offset in part by higher income
taxes (euro 1,064 million) and the recording of a gain of euro 308 million in the first half of 2004 on the disposal of
about 9% of Snam Rete Gas share capital.
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Adjusted net profit for the first half, that does not include the positive effect of higher profit in stock of euro 167
million net of the fiscal effect and the negative euro 581 million effect of special items, increased by euro 1,392
million or 46.2%.

Operating profit for the first half of 2005 was euro 8,041 million, up euro 2,303 million from the first half of 2004, or
40.1%, reflecting primarily the increases reported in the following segments:

- Exploration & Production (up euro 1,806 million, or 52.1%) primarily reflecting higher realizations in dollars (oil
up 42.1%, natural gas up 18.9%) and lower asset impairment (euro 45 million) combined with increased sales
volumes (up 15.2 million boe, or 5.3%), offset in part by the effect of the 4.7% depreciation of the dollar over the
euro (approximately euro 280 million, related in part to currency translations effects) and the fact that gains on
the sale of assets (euro 118 million) were recorded in the first half of 2004,

- Refining & Marketing (up euro 439 million, or 103%) reflecting stronger realized refining margins (the margin
on Brent was up 1.78 dollars/barrel, or 47.6%) and higher profit in stock (euro 265 million), offset in part by the
effect of the depreciation of the dollar over the euro;

- Petrochemicals (euro 149 million) reflecting a recovery in product margins and an improved operating
performance.

These increases were offset in part by higher operating losses (euro 129 million) of the Other activities and Corporate

and financial companies segments, due in particular to higher environmental provisions and provisions related to

certain legal proceedings.
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Net sales from operations
(million euro)

First half

2004 2004 2005 Change % Ch.
15,287  Exploration & Production 6,865 9,954 3,089 45.0
17,302 Gas & Power 8,991 11,162 2,171 24.1
26,089 Refining & Marketing 12,139 14,747 2,608 21.5
5,331 Petrochemicals 2,425 2,999 574 23.7

3,025  Other activities 1,532 1,380 (152) 9.9)
851 Corporate and financial companies 398 434 36 9.0
(13,611)  Consolidation adjustment (5,944) (8,181) (2,237) 37.6
54,274 26,406 32,495 6,089 23.1

Eni s net sales from operations (revenues) for the first half of 2005 were euro 32,495 million, up euro 6,089 million
from the first half of 2004, or 23.1%, reflecting primarily higher product prices and volumes sold in all of Eni s main
operating segments, partially offset by the impact of a weaker dollar relative to the euro.

Revenues generated by the Exploration & Production segment were euro 9,954 million, up euro 3,089 million, or
45%, reflecting primarily higher prices realized in dollars (oil up 42.1%, natural gas up 18.9%) and higher liquid and
gas production sold (15.2 million boe, up 5.3%) partially offset by the appreciation of the euro over the dollar.

Revenues generated by the Gas & Power segment were euro 11,162 million, up euro 2,171 million, or 24.1%,
reflecting primarily increased natural gas prices and increased electricity production sold (4.47 terawatthour, up
73.5%), offset in part by the appreciation of the euro over the dollar.

Revenues generated by the Refining & Marketing segment were euro 14,747 million, up euro 2,608 million, or 21.5%,
reflecting primarily higher international prices for oil and refined products, offset in part by the appreciation of the
euro over the dollar and the effect of the sale of distribution activities in Brazil in August 2004.

Revenues generated by the Petrochemical segment were euro 2,999 million, up euro 574 million, or 23.7%, reflecting
primarily the 25.2% increase in average selling prices and the 2.3% increase in volumes sold.

Other income and revenues
Other income and revenues for the first half of 2005 (euro 322 million) declined by euro 233 million, down 42%,
principally due to lower gains on asset divestment (euro 174 million) in relation to the fact that in the first half of 2004
gains on the sale of mineral assets were recorded for euro 157 million and part of an environmental tax paid to the
Sicilia Region was reimbursed for euro 11 million.
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Operating expenses
(million euro)

First half
2004 2004 2005 Change % Ch.
36,205  Purchases, services and other 17,622 20,961 3,339 18.9
2,532 Payroll and related costs 1,253 1,267 14 1.1
38,737 18,875 22,228 3,353 17.8

Operating expenses for the first half of 2005 (euro 22,228 million) were up euro 3,353 million from the first half of
2004, or 17.8%, reflecting primarily: (i) higher purchase prices for oil-based and petrochemical feedstocks and for
natural gas; (ii) higher environmental provisions (euro 220 million in the first half of 2005, euro 138 million in the
first half of 2004), recorded in particular in the Other activities and Corporate and financial companies segments; (iii)
provisions to the risk reserve for the probable negative outcome of certain legal proceedings (euro 65 million) in
particular in the Other activities segment. These increases were partially offset by currency translation effects and the
sale of activities in Brazil.

Labor costs (euro 1,267 million) were up euro 14 million, or 1.1%, reflecting primarily an increase in unit labor cost
in Italy, offset in part by a decline in the average number of employees in Italy, the effect of the sale of activities in
Brazil and currency translation effects.

Employees
(units)
Dec. 31,2004  June 30, 2005 Change

Exploration & Production 7,477 7,539 62
Gas & Power 12,843 12,386 457)
Refining & Marketing 9,224 9,141 (83)
Petrochemicals 6,565 6,613 48
Other activities 9,422 9,030 (392)
Corporate and financial companies 3,437 3,501 64

48,968 48,210 (758)
Saipem (V 21,632 23,643 2,011
Total 70,600 71,853 1,253

(1)  Affiliate on which Eni exercises control but that is not included in consolidation.

As of June 30, 2005, employees were 48,210, down 1.5%, or 758 employees less than on December 31, 2004.
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The 360 employee decline in Italy (to 37,911) was related primarily to changes in consolidation for 616 units (sale of
the water business, 433 employees and Servizi Tecnici di Porto Marghera, 183 employees), and was offset in part by
the positive balance of hiring and dismissals (260 employees). In the first half of 2005 a total of 877 employees were
hired, of these 589 on open-end contracts (309 with university degrees, of these 185 newly graduated), and 617
employees were dismissed (of these 393 employees on open-end contracts).

Outside Italy employees (10,299) were 398 less that at December 31, 2004.

Depreciation, amortization and writedowns
(million euro)

First half
2004 2004 2005 Change % Ch.
3,047  Exploration & Production 1,487 1,696 209 14.1
637 Gas & Power 313 344 31 9.9
465  Refining & Marketing 237 233 4) 1.7)
114 Petrochemicals 58 58 . .
48 Other activities 25 18 (7 (28.0)
106 Corporate and financial companies 52 43 ) (17.3)
4,417 Total depreciation and amortization 2,172 2,392 220 10.1
336 Writedowns 176 156 (20) (11.4)
4,753 2,348 2,548 200 8.5

Depreciation and amortization charges (euro 2,392 million) were up euro 220 million, or 10.1%, from the first half of
2004 mainly in the following segments: (i) Exploration & Production (euro 209 million) related to higher production,
increased development expenditure aimed at maintaining production levels in mature fields and the impact of
revisions of estimates of costs of site restoration and abandonment for certain fields. These increases were offset in
part by currency translations effects; (ii) Gas & Power (euro 31 million) due to the coming onstream of the
Greenstream gasline and new power generation capacity.

Writedowns (euro 156 million) concerned essentially the impairment of mineral assets (euro 128 million).
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Operating profit by segment

(million euro)

First half
2004 2004 2005 Change % Ch.
8,126  Exploration & Production 3,465 5,271 1,806 52.1
3428  Gas & Power 2,117 2,155 38 1.8
1,080  Refining & Marketing 426 865 439 103.1
320  Petrochemicals 67 216 149 222.4
(461)  Other activities (V (226) (249) 23) (10.2)
(363)  Corporate and financial companies (111) (217) (106) (95.5)
12,130 Operating profit 5,738 8,041 2,303 40.1
12,130 Operating profit 5,738 8,041 2,303 40.1
(448)  Exclusion of profit in stock (230) (496) (266) (115.7)
11,682  Replacement cost operating profit 5,508 7,545 2,037 37.0
631 Exclusion of special items 236 512 276 116.9
12,313  Adjusted operating profit 5,744 8,057 2,313 40.3

(1)  From January 1, 2005, the results of operations of the Engineering activity are included in the Other activities segment. In order to allow for a homogenous
comparison, data for 2004 and first half of 2004 have been reclassified accordingly.

Follows a comment on operating profit by business segment.

Exploration & Production

(million euro)

First half
2004 2004 2005 Change % Ch.
8,126  Operating profit 3,465 5,271 1,806 52.1
17 Exclusion of special items 67 159 92 137.3
8,143  Adjusted operating profit 3,532 5,430 1,898 53.7

(1)  Net of the elimination of unrealized profit in stocks (euro 66 million in the first half of 2005; euro 28 million in the first half of 2004) on oil and natural gas
volumes sold to the Refining & Marketing and Gas & Power segments, not yet sold to third parties.

Operating profit for the first half of 2005 was euro 5,271 million, up euro 1,806 million from the first half of 2004, or
52.1%, reflecting primarily: (i) higher liquid and gas realizations in dollars (oil up 42.1%, natural gas up 18.9%); (ii)
higher liquid and gas volumes sold (up 15.2 million boe, or 5.3%); (iii) lower impairment of mineral assets (euro 45
million). These positive factors were offset in part by: (i) higher production costs and amortization; (ii) the effect
(approximately euro 280 million) of the appreciation of the euro over the dollar (up 4.7%); (iii) the fact that in the first
half of 2004 gains on the divestment of mineral assets were recorded (euro 118 million).
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Gas & Power

(million euro)

First half
2004 2004 2005 Change % Ch.
3,428 Operating profit 2,117 2,155 38 1.8
(12)  Exclusion profit in stock (28) 30) 2) (7.1)
3,416 Replacement cost operating profit 2,089 2,125 36 1.7
32 Exclusion of special items 0 48 48 .
3,448 Adjusted operating profit 2,089 2,173 84 4.0

Replacement cost operating profit in the first half of 2005 was euro 2,125 million, up euro 36 million from the first
half of 2004, or 1.7%, reflecting primarily: (i) increased natural gas volumes sold (up 1.25 billion cubic meters
including own consumption, or 3%) and distributed; (ii) higher results in natural gas transport activities in Italy and
outside Italy. These positive factors were offset in part by: (i) weaker realized margins on natural gas sales, offset in
part by the different trends in the energy parameters to which natural gas sale and purchase prices are contractually
indexed; (ii) lower distribution tariffs, due mainly to the impact of the new tariff system following Decision No.
170/2004 of the Authority for Electricity and Gas (see Operating Review - Gas & Power - Regulatory Framework,
above); (iii) provisions to the risk reserve (euro 42 million).

Operating profit of power generation activities was euro 55 million, down euro 3 million, or 5.2%, reflecting
primarily: (i) a decline in sale margins on electricity related to the different trend in prices of reference energy
parameters for the determination of selling prices and the cost of fuels; (ii) higher fixed costs related in particular to
maintenance for increased activity (euro 16 million); (iii) the provision for charges for the purchase of green
certificates for 2003 following the decision of the Regional Administrative Court of Lombardia’ (euro 14 million).
These negative factors were offset in part by an increase in electricity production sold (4.47 terawatthour, up 73.5%).

(7)  With a judgment of April 12, 2005, the Regional Administrative Court of Lombardia rejected the claim filed by EniPower against the decision of the
Gestore della Rete di Trasmissione Nazionale SpA (GRTN) that denied the nature of cogeneration production for the combined production of electricity and
heat of Eni s power stations at Livorno, Ravenna and Brindisi in 2003. This obliges the company to purchase so called green certificates to cover production
from these plants.
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Refining & Marketing

(million euro)

First half
2004 2004 2005 Change % Ch.
1,080 Operating profit 426 865 439 103.1
(393)  Exclusion profit in stock (194) (459) (265)  (136.6)
687 Replacement cost operating profit 232 406 174 75.0
236  Exclusion of special items 63 77 14 222
923 Adjusted operating profit 295 483 188 63.7

Replacement cost operating profit in the first half of 2005 was euro 406 million, up euro 174 million from the first
half of 2004, or 75%, reflecting primarily: (i) higher refining margins (the margin on Brent was up 1.78 dollars/barrel,
or 47.6%), offset in part by the effect of the standstill of the Gela refinery in the first half of 2005 due to the damage
caused by a seastorm in December 2004, and the appreciation of the euro over the dollar; (ii) higher operating profit of
marketing activities in Italy.

Petrochemicals

(million euro)

First half
2004 2004 2005 Change % Ch.
320 Operating profit 67 216 149 222
(43)  Exclusion profit in stock (8) 7 1 13
277  Replacement cost operating profit 59 209 150 254.2
(14)  Exclusion of special items 6) 21 27 .
263  Adjusted operating profit 53 230 177 334.0

Replacement cost operating profit for the first half of 2005 was euro 209 million, up euro 150 million from the first
half of 2004, or 254%, reflecting primarily higher product margins, in particular in basic petrochemicals (cracker
margin) and polyethylene, related to increases in prices higher than in the cost of oil-based feedstocks, resulting from
a positive trend in demand as well as an improved industrial performance. These positive factors were offset in part by
plant writedowns (euro 18 million).

Other activities

In the first half of 2005, operating losses amounted to euro 249 million (a euro 23 million increase from the first half
of 2004, up 10.2%) reflecting mainly higher operating losses of Syndial SpA (euro 24 million) related to the recording
of higher provisions for environmental charges and certain legal proceedings (euro 72 million) offset in part by the
effects of restructuring actions.

Engineering activities recorded an operating loss amounting to euro 7 million, in line with the first half of 2004.
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Corporate and financial companies

In the first half of 2005, this area recorded an operating loss of euro 217 million, increasing by euro 106 million from
the first half of 2004, up 95.5%, reflecting primarily to higher operating losses of Corporate activities resulting from
the recording of provisions for environmental charges (euro 46 million) and higher IT costs (euro 19 million), higher
communication and advertising costs (euro 11 million), higher costs for other services (euro 9 million), for employee
redundancy incentives (euro 9 million) and for R&D (euro 4 million).

Net financial expense
In the first half of 2005 net financial expense (euro 176 million) increased by euro 114 million from the first half of
2004, due to higher charges related to the recording at fair value of derivative financial instruments and to higher
interest rates on dollar borrowings (Libor up 1.9 percentage points), whose effects were offset in part by a decrease in
average net borrowings.

Net income from investments
Net income from investments in the first half of 2005 were euro 413 million and concerned primarily: (i) Eni s share of
income of affiliates accounted for with the equity method (euro 362 million), in particular in the Gas & Power (euro
209 million) and Refining & Marketing (euro 86 million) segments and Saipem (euro 48 million); (i) gains on
disposal (euro 37 million) relating in particular to the 2.33% stake in Nuovo Pignone Holding SpA; (iii) dividends
received by affiliates accounted for at cost (euro 16 million).

The euro 161 million decline in net income from investments was due essentially to the fact that in the first quarter of
2004 the gain on the sale of 9.054% of the share capital of Snam Rete Gas was recorded for euro 308 million; this
factor was offset in part by improved results of affiliates in the Gas & Power segment, in particular Galp Energia

SGPS SA (Eni s interest 33.34%), Blue Stream Pipeline Co BV (Eni s interest 50%) and Unién Fenosa Gas SA (Eni s
interest 50%).

Income taxes
Income taxes (euro 3,763 million) increased by euro 1,064 million, up 39.4% from the first half of 2004, reflecting
primarily to higher income before taxes. The 2.2 percentage point increase in statutory tax rate (from 43.2% to 45.4%)
reflects primarily the fact that in the first half of 2004 gains on the disposal of about 9% of Snam Rete Gas were
recognized and were not subject to corporate tax (Ires).
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Minority interests
Minority interests were euro 172 million and concerned primarily Snam Rete Gas SpA (euro 164 million).

Reconciliation of reported operating profit by segment and net profit to adjusted operating and net profit at
replacement cost

Information on adjusted net profit and operating profit at replacement cost is not required by either IFRS and U.S.
GAAP, but Eni provides it with the intent to allow financial analysts to evaluate Eni s trading performance on the basis
of their forecasting models.

(million euro)

First half 2005

Operating Exclusion Replacement Exclusion Adjusted

and net of (profit) cost of special operating
profit loss in operating items profit and
stock profit and net profit
net profit
Operating profit
Exploration & Production 5,271 5,271 159 5,430
Gas & Power 2,155 30) 2,125 48 2,173
Refining & Marketing 865 (459) 406 77 483
Petrochemicals 216 @) 209 21 230
Other activities (249) (249) 151 98)
Corporate and financial companies 217) 217) 56 (161)
8,041 (496) 7,545 512 8,057
Net profit 4,343 (311) 4,032 374 4,406
(million euro)
First half 2004

Operating Exclusion Replacement Exclusion Adjusted

and net of (profit) cost of special operating
profit loss in operating items profit and
stock profit and net profit
net profit
Operating profit
Exploration & Production 3,465 3,465 67 3,532
Gas & Power 2,117 (28) 2,089 2,089
Refining & Marketing 426 (194) 232 63 295
Petrochemicals 67 (8) 59 (6) 53
Other activities (226) (226) 104 (122)
Corporate and financial companies (111) (111) 8 (103)
5,738 (230) 5,508 236 5,744
Net profit 3,365 (144) 3,221 (207) 3,014
37
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(million euro)

Operating

profit

Exploration & Production
Gas & Power
Refining & Marketing

Petrochemicals

Other activities

Corporate and financial companies

Net profit

Analysis

of special items

(million euro)

2004

Operating Exclusion Replacement Exclusion Adjusted

and net of (profit) cost of special operating
profit loss in operating items profit and
stock profit and net profit
net profit
8,126 8,126 17 8,143
3,428 12) 3,416 32 3,448
1,080 (393) 687 236 923
320 (43) 277 (14) 263
(461) (461) 360 (101)
(363) (363) (363)
12,130 (448) 11,682 631 12,313
7,059 (281) 6,778 (133) 6,645

First half
2004 2004 2005

303 Environmental provisions 138 220

336 Mineral and other asset impairment 176 185

234 Provision to the risk reserve 3 65

65 Provision for redundancy incentives 24 22
(320) Net gains on E&P portfolio rationalization (118)
13 Other 13 20

631 Special items of operating profit 236 512
(390) Expense (income) from investments (303) 2
(308) - Gain on the sale of a 9.054% stake of Snam Rete Gas (308)

241 Non-recurring items before taxes (67) 514
(374) Taxes on special items (140) (140)
(133) Total special items 207) 374
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Consolidated balance sheet

(million euro)

Dec. 31, June 30,
2004 2005 Change

Fixed assets
Property, plant and equipment, net 38,959 41,768 2,809
Compulsory stock 1,386 1,467 81
Intangible assets, net 2,479 2,402 a7
Investments, net 4,191 4,436 245
Accounts receivable financing and securities related to operations 852 919 67
Net accounts payable in relation to capital expenditure (1,081) (1,044) 37

46,786 49,948 3,162
Working capital, net (750) (2,637) (1,887)
Employee termination indemnities and other benefits (893) 921) (28)
Capital employed, net 45,143 46,390 1,247
Shareholders equity including minority interests 34,683 36,844 2,161
Net borrowings 10,460 9,546 914)
Total liabilities and shareholders equity 45,143 46,390 1,247

The depreciation of the euro over other currencies, in particular the US dollar (the EUR/USD exchange rate was down
11.2% from December 31, 2004) determined with respect to 2004 year-end an estimated increase in the book value of
net capital employed of about euro 2 billion, in net equity of about euro 1,130 million and in net borrowings of about
euro 870 million as a result of the conversion of financial statements denominated in currencies other than the euro at
June 30, 2005.

At June 30, 2005, capital employed totaled euro 46,390 million, representing an increase of euro 1,247 million from
December 31, 2004, due mainly to an increase in fixed assets reflecting capital expenditure and the effect of the
depreciation of the euro over the dollar in the conversion of financial statements denominated in currencies other than
the euro. These increases were offset in part by depreciation, amortization and writedown charges for the period (euro
2,548 million), a decrease in net working capital (euro 1,887 million) related essentially to increased tax liabilities and
the divestment of assets, in particular the sale of the water business.

The share of the Exploration & Production, Gas & Power and Refining & Marketing segments on Eni s net capital
employed was 91% (the same of December 31, 2004).

Leverage (the ratio of net borrowings to net equity including minority interests) went from 0.30 at December 31, 2004
to 0.26 at June 30, 2005.

Property, plant and equipment (euro 41,768 million) were primarily related to the Exploration & Production (56.1%),
Gas & Power (32.1%) and Refining & Marketing (8%) segments. Provisions for depreciation, amortization and
writedowns (euro 41,272 million) represented 49.7% of gross property, plant and equipment (49.3% at December 31,
2004).

Investments in unconsolidated subsidiaries and affiliates (euro 4,436 million) consisted primarily of 33.34% of Galp
Energia SGPS SA (euro 744 million), 43.29% of Saipem SpA (euro 658 million), 50% of Uni6én Fenosa Gas SA (euro
420 million), 49% of Greek natural gas secondary distribution companies EPA Thessaloniki and Thessaly

39

Contents 68



Edgar Filing: ENI SPA - Form 6-K

ENI

REPORT ON THE FIRST
HALF OF 2005
FINANCIAL REVIEW

Contents

69



Edgar Filing: ENI SPA - Form 6-K

Contents

(euro 192 million), 50% of Blue Stream Pipeline Co BV (euro 188 million), 50% of Raffineria di Milazzo ScpA (euro
169 million), 49% of Azienda Energia e Servizi SpA (euro 162 million), 50% of EnBW - Eni Verwaltungsgesellschaft
mbH (euro 161 million), 12.04% of Darwin LNG Pty Ltd (euro 114 million), 33.33% of United Gas Derivatives Co
(euro 109 million), 10.4% of Nigeria LNG Ltd (euro 97 million), 50% of Unimar Llc (euro 99 million) and 49% of
Super Octanos CA (euro 99 million).

Accounts receivable financing and securities related to operations (euro 919 million) were made up primarily by loans
made by Eni s financial subsidiaries to unconsolidated subsidiaries in relation to capital expenditure made on behalf of
Eni s subsidiaries operating in particular in the Gas & Power (euro 587 million) and Exploration & Production
segments (euro 154 million).

Net equity at June 30, 2005 (euro 36,844 million) increased by euro 2,161 million over December 31, 2004, due
essentially to net income before minority interest for the period (euro 4,515 million) and the effects of the conversion
of financial statements of subsidiaries denominated in currencies other than the euro (approximately euro 1,130
million), whose effects were offset in part by the payment of dividends for 2004 (euro 3,586 million) and the buy-back
of Eni s shares (euro 228 million).

Net working capital

(million euro)
Dec. 31, June 30,

2004 2005 Change
Inventories 2,583 3,117 534
Trade accounts receivable 10,024 10,195 171
Trade accounts payable (5,398) (5,382) 16
Taxes payable and reserve for net deferred income tax liabilities (3,079) (5,269) (2,190)
Reserve for contingencies (5,672) (6,313) (641)
Other operating assets and liabilities (¥ 792 1,015 223

(750)  (2,637) (1,887)

(1)  Include operating financing receivables and securities related to operations for euro 1,486 million (euro 1,357 million at December 31, 2004) and securities
covering technical reserves of Padana Assicurazioni SpA for euro 561 million (euro 474 million at December 31, 2004).

Inventories increased by euro 534 million due mainly to the impact of increased international oil and refined products
prices on the evaluation of inventories according to the weighted-average cost method of inventory accounting.

Tax liabilities and the reserve for net deferred income tax liabilities increased by euro 2,190 million reflecting
primarily the increase in: (i) income tax liabilities and net deferred tax liabilities (euro 1,218 million); (ii) excise taxes
and custom duties payable (euro 584 million), due to the fact that excise taxes and customs duties on oil and natural
gas due for the month of June 2005 were paid in July 2005 (those related to the first half of December 2004 have been
paid in the same month).

The reserve for contingencies (euro 6,313 million) included the site restoration and abandonment reserve of euro

2,385 million (euro 1,968 million at December 31, 2004), the environmental risk reserve of euro 1,665 million (euro
1,649 million at December 31, 2004), the loss adjustment and actuarial reserve for Padana Assicurazioni
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SpA of euro 787 million (euro 573 million at December 31, 2004), the reserve for contract penalties and disputes of
euro 251 million (euro 200 million at December 31, 2004), the reserve for divestments and restructuring of euro 207
million (euro 214 million at December 31, 2004), the reserve for fiscal disputes of euro 188 million (euro 212 million
at December 31, 2004), the reserve for social projects of euro 119 million (euro 106 million at December 31, 2004),
the reserve for OIL insurance of euro 91 million (the same at December 31, 2004) and the reserve for losses related to
investments of euro 80 million (euro 86 million at December 31, 2004).

Net borrowings

(million euro)
Dec. 31, June 30,

2004 2005 Change
Debts and bonds 12,543 11,693 (850)
Cash and cash equivalents (848) (1,146) (298)
Securities not related to operations (794) (750) 44
Non-operating financing receivable (245) (251) (6)
Other items (196) 196

10,460 9,546 (914)
Net borrowings at June 30, 2005 amounted to euro 9,546 million, a euro 914 million decline from December 31, 2004.

Debts and bonds amounted to euro 11,693 million, of which 4,522 were short-term (including the portion of long-term
debt due within 12 months for euro 1,078 million) and 7,151 were long-term.

Bonds outstanding at June 30, 2005 amounted to euro 5,586 million (including accrued interest and discount). The
nominal value of bonds maturing in the next 18 months amounted to euro 664 million (euro 666 million including
accrued interest). The nominal value of bonds issued in the first half of 2005 amounted to euro 434 million (euro 438
million including accrued interest and discount).

Gross borrowings for euro 11,693 million were denominated for 67% in euro, for 20% in US dollars, for 10% in
pound sterling and the remaining 3% in other currencies.
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Reclassified cash flow statement and change in net borrowings

(million euro)

Net profit before minority interest

Adjustments to reconcile to cash generatedfrom operating income before changes in working capital:

- amortization and depreciation and other non monetary items

- net gains on disposal of assets

- dividends, interest, extraordinary income (expense) and income taxes
Cash generated from operating incomebefore changes in working capital
Changes in working capital related to operations

Dividends received, taxes paid, interest (paid) received

Net cash provided by operating activities

Capital expenditure

Investments

Disposals

Other cash flow related to capital expenditure,investments and disposals
Free cash flow

Borrowings (repayment) of debt related to financing activities
Changes in short and long-term financial debt

Dividends paid and changes in minority interests and reserves

Effect of change in consolidation and exchange differences

NET CASH FLOW FOR THE PERIOD

Free cash flow

Net borrowings of acquired companies

Net borrowings of divested companies

Exchange differences on net borrowings and other changes

Dividends paid and changes in minority interests and reserves
CHANGE IN NET BORROWINGS

First half
2004 2005 Change
3,551 4,515 964
2,361 2,392 31
471) (21) 450
2,799 3,844 1,045
8,240 10,730 2,490
1,214 328 (886)
(2,047) (2,624) 577)
7,407 8,434 1,027
(3,680) (3,070) 610
(72) (48) 24
988 268 (720)
(163) (166) 3)
4,480 5,418 938
160 89 (71)
(1,309) (1,514) (205)
(3,101) 3,782) (681)
23 87 64
253 298 45
4,480 5,418 938
0
6 21 15
(633) (743) (110)
(3,101) 3,782) (681)
752 914 162

Cash flow generated by operating activities (euro 8,434 million) influenced by seasonality factors, and cash from

disposals (euro 289 million, including net borrowings transferred of euro 21 million) were offset in part by: (i)

financial requirements for capital expenditure and investments (euro 3,118 million), the payment of dividends for
2004 (euro 3,586 million, of which 3,384 by Eni SpA) and the share buy-back program (euro 228 million); (ii) the
effect of the conversion of financial statements of subsidiaries denominated in currencies other than the euro (about

euro 870 million).
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Capital expenditure

(million euro)

First half

2004 2005 Change % Ch.
Exploration & Production 2,486 2,220 (266) (10.7)
Gas & Power 771 521 (250) (32.4)
Refining & Marketing 277 216 61) (22.0)
Petrochemicals 51 52 1 2.0
Other activities 21 18 3) (14.3)
Corporate and financial companies 74 43 a3 (41.9)
Capital expenditure (V 3,680 3,070 (610) (16.6)

(1)  Does not include R&D costs whose effects are limited to one year amounting to euro 87 and 91 million in the first half 2004 and 2005, respectively.

In the first half of 2005 capital expenditure amounted to euro 3,070 million, of which 96.3% related to the Exploration
& Production, Gas & Power and Refining & Marketing segments. The decline over the first half of 2004 (euro 610
million, down 16.6%) was due to: (i) the completion of relevant projects (in particular South Pars in Iran, the onshore
section and the treatment plants of the Libya Gas project and the Greenstream pipeline); (ii) the effect of the
appreciation of the euro over the dollar.

Capital expenditure concerned mainly: (i) development of hydrocarbon fields in particular in Kazakhstan, Libya,
Angola, Egypt and Italy (euro 1,885 million) and exploration (euro 186 million); (ii) development and maintenance of
Eni s natural gas transmission and distribution network in Italy (euro 363 million); (iii) the continuation of the
construction of power plants (euro 124 million); (iv) the construction of the tar gasification plant at the Sannazzaro
refinery, efficiency improvement actions and the upgrade of the fuel distribution network in Italy and in the rest of
Europe (overall euro 216 million).

Cash flow generated by shareholders equity (euro 3,782 million) related mainly to dividend distribution for fiscal year
2004 carried out by Eni SpA for euro 3,384 million, dividends distributed by Snam Rete Gas SpA (euro 195 million)
and other consolidated subsidiaries (euro 7 million) and the buy-back program.

In the period from January 1 to June 30, 2005 a total of 11.55 million Eni shares were bought for a total of euro 227.6
million (at an average price of euro 19.708 per share).

Disposals (euro 289 million, including net borrowings transferred of euro 21 million) concerned mainly the sale of
Eni s 28% interest in Erg Raffinerie Mediterranee Stl (euro 106 million), 67.05% interest in Societa Azionaria per la
Condotta di Acque Potabili (euro 100 million including net borrowings transferred) and 100% of Acquedotto
Vesuviano (euro 16 million) as well as other interests and real estate.
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Board of Directors, Board of Statutory Auditors and activities of Board Committees

Board of Directors
On May 27, 2005, Eni s Shareholders Meeting set at nine the number of directors and appointed as directors for three
years and however until the Shareholders Meeting approving financial statements for fiscal year 2007: Roberto Poli,
Chairman, Alberto Cl16, Renzo Costi, Dario Fruscio, Marco Pinto, Marco Reboa, Mario Resca, Paolo Scaroni and
Pierluigi Scibetta. A curriculum of these directors is published on Eni s internet site www.eni.it.

On June 1, 2005, Eni s Board of Directors appointed Paolo Scaroni Managing Director and delegated to the Chairman
the powers relating to strategic international projects and agreements. The Board conferred to the Managing Director
all the powers to manage the company except for the following powers and those that cannot be delegated according
to current laws:

1. to define the Company and Group Corporate Governance rules, including the appointment, the definition of the
functions and the regulations of any Board committees;

2. to define, on the basis of indications provided by the appropriate committee, the guidelines for internal control
systems and verify the suitability and management methods of the main company risks;

3. to examine and approve the tenets of the Company and Group structure and organization, and verify the
suitability of the organizational and administrative setup of the Company and Group as established by the
Managing Director;

4. to establish, upon proposal made by the Managing Director, the Company and Group strategies and objectives;

5. to examine and approve the Company and Group long-term strategic, industrial and financial plans;

6. to examine and approve annual budgets for Eni Divisions and for the Company as well as the consolidated
Group budgets;

7. toevaluate and approve the periodic balance sheets provided for by current regulations and compare quarterly
results against forecast;

8. to evaluate management in general, with special emphasis given to any conflict of interest;

9. toexamine and approve agreements of a strategic nature;

10. to receive from Board members with powers timely updates that inform the Board of activities carried out in
exercising the powers attributed to them as well as updates on any significant transactions, subject to defining
the criteria to be used, in addition to updates on any atypical, unusual or correlated transactions;
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11.

12.

13.

14.

15.

16.

17.

to receive periodically updates from the Board committees on activities carried out, subject to defining criteria to
be used and frequency of updates;

to attribute, modify and revoke Board members powers, defining the limits and operating methods, determining
compensation related to the powers, upon advice from the Statutory Board of Auditors. Issue instructions to the
appointed organs and arrogate to itself any operations that pertain to the powers;

to approve, on the basis of indications received from the Compensation Committee, the adoption and
implementation of stock incentive plans and establish the criteria for top management compensation;

to appoint, revoke and confer powers to the General Directors, upon proposal by the Managing Director and in
agreement with the Chairman;

to decide on any transactions to be executed by Eni SpA that have a significant economic, patrimonial and/or
financial importance and carry out a preliminary evaluation for those transactions that concern Eni subsidiaries,
in particular:

a) any transactions relating to the acquisition, alienation, divestiture, conferral of shares, companies or branches
of companies, or real properties, exceeding euro 50 million;

b) any investments in technical fixed capital transactions of importance to the Group under the profile of
strategic impact and risks including any transactions exceeding euro 100 million, as well as any exploration
initiatives and portfolio in the E&P sector in new areas;

c) any granting on the part of the Company and on the part of any controlled companies of financing to third
parties outside the Group;

d) any issuing by the Company of personal and real guarantees to third parties in the interest of the Company or
of Eni subsidiaries, for amounts exceeding euro 50 million;

e) any granting by the Company or of companies belonging to the Group of financing to non-controlled
companies as well as the granting of guarantees in the interest of the companies participated for amounts
exceeding euro 50 million and, in any case, if the amount is not proportionate to the participations held;

to examine and decide on proposals submitted by the Managing Director with respect to voting powers and to
the appointment of members of the Board of Directors and the Statutory Board of Auditors of the controlled
companies;

to formulate the proposals for submission to the shareholders meetings.

45
ENI
REPORT ON THE FIRST

HALF OF 2005
OTHER INFORMATION

Contents 76



Edgar Filing: ENI SPA - Form 6-K

Contents

On June 1, 2005 the Board also appointed the members of the Board s committees:

Compensation Committee: Mario Resca (Chairman), Marco Pinto, Renzo Costi, Pierluigi Scibetta;

Internal Control Committee: Marco Reboa (Chairman), Alberto C16, Renzo Costi, Marco Pinto, Pierluigi Scibetta;

International Oil Committee: Alberto Clo (Chairman), Dario Fruscio, Marco Reboa, Paolo Scaroni.

Board of Statutory Auditors
On May 27, 2005, Eni s Shareholders Meeting appointed statutory auditors for three years and however until the
Shareholders Meeting approving financial statements for fiscal year 2007: Paolo Andrea Colombo (Chairman),
Filippo Duodo, Edoardo Grisolia, Riccardo Perotta, Giorgio Silva. A curriculum of these directors is published on
Eni s internet site.

The Board of Directors in its meeting of March 22, 2005, in accordance with SEC Rule 10A-3 for foreign companies
listed at the New York Stock Exchange, selected the Board of Statutory Auditors to fulfill the role of the audit
committee in US companies under the Sarbanes-Oxley Act and other applicable laws, within the limits set by Italian
legislation and attributed to the Board of Statutory Auditors the following responsibilities and competencies effective
June 1, 2005: (i) to evaluate proposals for the appointment of the issuer s external auditors and to present
recommendations to the Board of Directors related to the appointment and termination of such external auditors to be
approved by the Shareholders Meeting; (ii) to oversee the work of said auditors engaged for the purpose of preparing
or issuing an audit report or performing other audit, review or attest services for Enij; (iii) to present recommendations
to the Board of Directors concerning the resolution of disagreements between management and the auditors regarding
financial reporting; (iv) to approve procedures for: (a) the receipt, retention and treatment of complaints received by
Eni regarding accounting, internal accounting controls or auditing matters; (b) the confidential or anonymous
submission by employees of Eni of concerns regarding questionable accounting or auditing matters; (v) to establish
procedures for the pre-approval of any non-audit service, identified in detail by the Board, provided to Eni by its
auditor and to examine its reports; (vi) to evaluate requests to engage external auditors to render non-audit services
and to express its opinion to the Board of Directors; (vii) to examine the periodic reports submitted by external
auditors regarding: (a) all critical accounting policies and practices to be used; (b) all alternative treatments of
financial information within generally accepted accounting principles that have been discussed with management
officials and the treatments preferred by the external auditors; (c) other material written communications between the
auditors and the management of Eni; (viii) to examine any complaint received by the Managing Director and the
Administration Director concerning significant deficiencies in the design or operation of internal controls which could
adversely affect Eni s ability to record, process, summarize and report financial data and any material weaknesses in
internal controls; and (ix) to examine any complaint received by the Managing Director and the Administration
Director concerning any fraud that involves management or other employees who have a significant role in Eni s
internal controls.
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The Board of Statutory Auditors has the authority to engage independent counsel and other advisors as it determines
necessary to carry out its duties, also through Eni structures.

The Board of Statutory Auditors is provided with appropriate funding to compensate any advisor it employs as well as
to cover its ordinary administrative expenses.

On June 15, 2005 the Board of Statutory Auditors approved the regulations for carrying out the functions attributed to
it under US laws. This regulation is published on Eni s internet site.

Activities of the Internal Control Committee
The Internal Control Committee has functions of supervision, counsel and proposal in the area of monitoring general
management issues.

In the course of the first half of 2005 the Internal Control Committee convened 9 times and has accomplished the
following: (i) reviewed the audit programs prepared by Eni SpA s and Group companies internal audit functions; (ii)
reviewed and evaluated results of Eni SpA s and Group companies internal auditing procedures; (iii) monitored the
actions taken and their effects aimed at eliminating the defaults shown by audit reports; (iv) met with top level
representatives of administrative functions in the main subsidiaries, chairmen of boards of statutory auditors and
partners responsible for external audit companies to examine the essential features of 2004 financial statements with
specific reference to extraordinary transactions and relations among functions entrusted with controlling functions at
Eni SpA and its subsidiaries; (v) examined the conditions necessary to avail itself of the exemption from the
Sarbanes-Oxley Act of 2002 and the relevant regulations concerning the Audit Committee; (vi) examined the proposal
for a revision of the committee s regulation to be presented to the Board of Directors; (vii) examined the report
presented by the Watch Structure; (viii) examined the reports prepared in accordance with audit document No. 260
concerning the communication of facts and events on auditing activities to those responsible for governance; (ix)
monitored the appointment of additional functions to Eni s external auditors and companies belonging to the network
of the external auditors, expressing its opinion.

In its meeting of June 29, 2005 the Committee approved its new regulation (available on Eni s internet site) in order to
adjust its role to what foreseen by the Board s resolution of March 22, 2005 that appointed the Board of Statutory
Auditors to perform the functions attributed by the Sarbanes-Oxley Act and SEC rules to audit committees of US
issuers, within the limits posed by Italian legislation.

Activities of the Compensation Committee
The Compensation Committee is entrusted with proposing tasks with respect to the Board relating to the
compensation of the Chairman and Managing Director as well as of the Board Committees members; examining the
indications of the Managing Director and presenting proposals on: (i) equity based incentive plans; (ii) criteria for the
compensation of the top management; (iii) objectives and results evaluation of performance plans.
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In the first half of 2005, the Compensation Committee met 5 times and accomplished the following: (i) reviewed the
objectives of the 2005 Group Incentive Plan and the performance of 2004; (ii) drafted its proposal to be submitted to
the Board of Directors for determining the variable part of the remuneration of the Chairman and Managing Director
based on 2004 performance; (iii) drafted a proposal based on which the Board of Directors requested the Shareholders
Meeting to authorize it to use treasury shares for servicing stock option and stock grant plans for 2005 (see Incentive
plan below); (iv) drafted a proposal submitted to the Board of Directors of compensation related to the termination of
employment of Eni s former Managing Director Vittorio Mincato; (v) examined the compensation to be attributed to
Eni s new Managing Director Paolo Scaroni, employed by Eni with the function of General Manager, in order to draft
a proposal to submit to the Board of Directors; (vi) examined the benchmarks for top management remuneration and
reviewed the criteria of the remuneration policy for Group managers, as well as stock option and stock grant plans in
order to draft a proposal to submit to the Board of Directors.

Activities of the International Oil Committee
The International Oil Committee is entrusted with the monitoring of trends in oil markets and the study of their
aspects.

In the first half of 2005 the International Oil Committee met 3 times. The meetings concerned: (i) a plan of activities
aimed at analyzing the trends of the oil and gas industry; (ii) a deep analysis of China in terms of market prospects and
effects on competition in the oil industry; (iii) an analysis of the structure and dynamics of oil and gas markets on
which to base the energy scenarios for the formulation of Eni s new strategic plan.

Transactions with related parties
In the ordinary course of its business, Eni enters into transactions concerning the exchange of goods, provision of
services and financing with non consolidated subsidiaries and affiliates as well other companies owned or controlled
by the Italian Government. All such transactions are conducted on an arm s length basis and in the interest of Eni
companies.

Amounts and types of trade and financial transactions with related parties are described in Note 34 to the interim
consolidated Financial Statements.

Incentive Plan for Eni Managers with Eni Stock
Eni s Shareholders Meeting of May 27, 2005 authorized the Board of Directors to use 2,785,000 treasury shares which
were not granted under the 2002-2004 stock option plan and 4,258,400 treasury shares available under the 2003-2005
stock grant plan.
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The resulting 7,043,400 treasury shares were granted as stock grants and stock options for the year 2005 as follows:

- up to a maximum of 1,600,000 treasury shares to be granted for no consideration;
- up to a maximum of 5,443,400 treasury shares to be granted as stock options.

Stock grant

All information concerning incentive plans for Eni managers with stock grants offered in subscription/assigned after
three years are found in Eni s 2004 Annual Report. Follows an update to September 6, 2005 concerning: (i) grants for
no consideration to Eni managers, shares subscribed and options expired grants related to the 2002 incentive plan; (ii)
grants of treasury shares for no consideration, shares granted and expired grants related to the 2003-2005 plan.

2002 plan
No. of
Year managers  No. of shares
2002 770 1,037,200
As of September 6, 2005
Shares subscribed (1,025,800)
Expired grants (11,400)
Grants outstanding (due to expire in 2005) =
2003-2005 plan
No. of

Year managers  No. of shares
2003 816 1,206,000
2004 779 1,035,600
2005 872 1,303,400

3,545,000
As of September 6, 2005
Shares granted (271,400)
Expired grants (11,600)
Grants outstanding 3,262,000
of which:
expiring in 2006 1,062,000
expiring in 2007 952,800
expiring in 2008 1,247,200

(1)  Eni s Board of Directors with a decision of June 29, 2005 approved the 2005 stock grant plan, which entails the assignment of a maximum of 1.6 million
treasury shares for no consideration.
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Stock option

All information concerning the characteristics of the 2002-2004 stock option plan which provides for the granting of
options, exercisable within three years for the purchase of treasury shares in a 1:1 ratio are found in Eni s 2004 Annual
Report. Follows an update as of September 6, 2005 concerning options granted, strike price, options exercised and
options expired in the 2002-2005 period.

No. of Strike price

Year managers (euro) No. of options
2002 314 15216 M 3,518,500
2003 376 13.743 @ 4,703,000
2004 381 16.576 » 3,993,500
2005 ® 387 22.509 M 4,807,000
17,022,000
As of September 6, 2005
Options exercised
2002 (2,102,500)
2003 (487,500)
2004 (254,000)
2005 Q)
(2,844,000)
Options expired
2002 (79,500)
2003 (22,500)
2004 (13,500)
2005 )
(115,500)
Options outstanding
2002 1,336,500
2003 4,193,000
2004 3,726,000
2005 4,807,000
14,062,500

(1)  Arithmetic average of official prices registered on the Mercato Telematico Azionario in the month preceding assignment.
(2)  Average cost of treasury shares the day preceding the date of assignment (higher than the average official monthly price).

(3) Eni s Board of Directors with a decision of June 29, 2005 approved the 2005 stock option which entails the assignment of a maximum of 5,443,400 options
for the purchase of 5,443,400 million treasury shares.

Treasury shares
In order to increase shareholders value, Eni s Shareholders Meeting held on May 27, 2005 authorized the continuation
of the share buy-back program for an 18-month period starting on May 27, 2005 and up to 400 million ordinary
shares, nominal value euro 1 each, for an aggregate amount not exceeding euro 5.4 billion. The shares are to be
purchased on the Mercato Telematico Azionario managed by Borsa Italiana SpA at a price no lower than their
nominal value and no higher than 5% over the reference price recorded on the business day preceding each purchase.
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The following table presents purchases of treasury shares by Eni from the beginning of the program through
September 6, 2005:

Numbers of Average price Total cost  Share capital
Period shares (euro)  (million euro) (%)
Purchases:
2000 (from September 1) 44,381,500 12.924 574 1.11
2001 109,999,326 13.584 1,494 2.75
2002 52,256,742 14.743 771 1.30
2003 23,944,898 13.761 329 0.60
2004 4,230,235 16.597 70 0.10
2005 (until September 6) 12,100,237 19.873 240 0.30
Treasury shares held at September 6, 2005 246,912,938 14.087 3,478 6.16
less treasury shares:
- assigned to former Snam SpA shareholders 13
- offered for no consideration under stock grant plans 271,400
- sold under stock option plans 2,844,000
Treasury shares held at September 6, 2005 243,797,525 6.09

Eni s share capital at September 6, 2005 amounted to euro 4,005,358,876. At the same date shares outstanding were
3,761,561,351.

Court inquiries
As concerns the ongoing inquiries of the Milan Public Prosecutor on contracts awarded by EniPower (Eni 100%) to
third parties and on supplies from third parties to EniPower, and the inquiries of the Rome Public Prosecutor on the
relations between Eni and two companies operating in international trading of oil products, no new developments
were registered and the situation remains as described in Eni s 2004 Annual Report.

TSKJ Consortium - Investigations of SEC and other Authorities
In June 2004 the U.S. Securities and Exchange Commission (SEC) notified Eni a request of collaboration on a
voluntary basis, which Eni promptly carried out, in order to obtain information regarding the TSKJ consortium in
relation to the construction of natural gas liquefaction facilities at Bonny Island in Nigeria. The TSKJ consortium is
formed by Snamprogetti (Eni 100%) with a 25% interest and, for the remaining part, by subsidiaries of
Halliburton/KBR, Technip and JGC. The investigations of the Commission concern alleged improper payments. Other
Authorities are currently investigating this matter. Eni is currently providing its own information to the Commission
and to other authorities.
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Subsequent events
Relevant subsequent events concerning operations are found in the operating review.

Business trends
The following are the forecasts for Eni s key production and sales metrics in 2005:

- daily production of liquids and natural gas is forecasted to grow from 2004 (1.62 million boe/day) in line with
the planned compound average growth rate for the 2004-2008 period (over 5%) which takes into account the
effects of the decline of mature fields. Increases will be achieved outside Italy (in particular in Libya, Angola,
Iran, Algeria and Kazakhstan) due to the full production of fields started-up in late 2004 and start-ups planned for
2005;

- volumes of natural gas sold are expected to increase by about 4% from 2004 (84.45 billion cubic meters?), due to
higher sales expected in markets in the rest of Europe (up 10%) in particular in Spain, Turkey, Germany and
France and higher sales to Italian importers. In Italy management expects a decline in natural gas sales due to
competitive pressure, the effect of which is expected to be partly offset by an increase in own consumption of
natural gas for electricity generation at EniPower power stations;

- electricity production sold is expected to increase by about 50% from 2004 (13.85 terawatthour) due to the
initiation of new generation capacity (about 3 gigawatt) at the Brindisi and Mantova sites and the full commercial
activity of the units installed in 2004 at the Ravenna, Ferrera Erbognone and Mantova plants. At December 31,
2005 total installed generation capacity is expected to be approximately 4.3 gigawatt (3.3 gigawatt at December
31, 2004);

- refining throughputs on Eni s account are expected to remain stable (37.68 million tonnes in 2004): higher
processing at Taranto and Livorno and on third party refineries will allow to offset the impact of the maintenance
standstill of the Porto Marghera refinery in the first months of 2005 and of lower processing at the Gela refinery
following the accident occurred in December 2004. The balanced capacity utilization rate of Eni s plants is
expected to remain at 100% (the same rate as 2004);

- sales of refined products on the Agip branded network in Italy are expected to remain approximately stable as
compared to 2004 (8.89 million tonnes), despite a decline in domestic consumption. In the rest of Europe the
upward trend of sales is expected to continue also due to planned acquisitions.

In 2005, capital expenditure is expected to amount to approximately euro 7.5 billion; about 96% of capital expenditure

will be made in the Exploration & Production, Gas & Power and Refining & Marketing segments.

(8)  Include own consumption and Eni s share of sales of affiliates.
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adoption of ifrs

The following is the indication of:

- balance sheet and profit and loss account for the first half of 2004 restated under IFRS;

- reconciliation between shareholders equity, including minority interest, for the first half of 2004 reported under

Italian GAAP and shareholders equity under IFRS;
- adescription of the main changes.

Restatement/reconciliation tables to IFRS of balance sheet and profit and loss account at the

first half of 2004

The following is the reconciliation to IFRS of balance sheet and profit and loss account of 2004 First Half Report
which underwent a limited review by PricewaterhouseCoopers SpA.
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Balance sheet at June 30, 2004

(million euro)

ASSETS

Current assets

Cash and cash equivalent
Other financial assets for trading or held for sale
Trade and other receivables
Inventories

Income tax receivables

Other current assets

Total current assets
Non-current assets

Property, plant and equipment
Inventories - compulsory stock
Investment property

Intangible assets

Investments accounted for using the equity method

Other investments

Other financial assets
Deferred tax assets

Other non-current assets
Total non-current assets
TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS EQUITY

Current liabilities

Current financial liabilities
Current portion of long-term debt
Trade and other payables

Taxes payable

Other current liabilities

Total current liabilities
Non-current liabilities
Long-term debt

Reserves for contingencies and charges
Provisions for employee benefits
Deferred tax liabilities

Other non-current liabilities
Total non-current liabilities
TOTAL LIABILITIES
SHAREHOLDERS EQUITY
Minority interests

Eni shareholders equity

TOTAL LIABILITIES AND SHAREHOLDERS

EQUITY

Contents

Exclusion of Exclusion of

2004 Saipem joint venture  Pro-forma  Adjustments IFRS
1,800 (274) (152) 1,374 1,374
1,332 (22) 1,310 1,310
11,612 (354) 24 11,282 129 11,411
2,548 (344) (18) 2,186 614 2,800
677 (64) (28) 585 585
452 (78) 37 337 337
18,421 (1,136) (211) 17,074 743 17,817
38,377 (1,703) (325) 36,349 3,196 39,545
645 645 284 929
6 6 6
3,490 (828) 2,662 38 2,700
2,795 600 382 3,777 38 3,815
456 5) 451 451
1,075 230 4 1,309 1,309
1,866 (23) 1,843 983 2,826
1,531 27) (201) 1,303 58 1,361
50,241 (1,756) (140) 48,345 4,597 52,942
68,662 (2,892) (351) 65,419 5,340 70,759
6,995 12 22 7,029 7,029
775 3) 772 772
10,253 (1,529) (234) 8,490 5 8,495
2,793 (80) ) 2,704 2,704
403 27 (7 369 369
21,219 (1,624) (231) 19,364 5 19,369
7,831 (319) “4) 7,508 97) 7,411
5,986 107) 3) 5,876 (305) 5,571
768 (67) 2) 699 180 879
2,572 (111) 2,461 2,256 4,717
738 17 755 43 798
17,895 476) (120) 17,299 2,077 19,376
39,114 (2,100) (351) 36,663 2,082 38,745
1,853 (792) 1,061 1,087 2,148
27,695 1y 27,695 2,171 29,866
29,548 (792) 28,756 3,258 32,014
68,662 (2,892) (351) 65,419 5,340 70,759
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Profit and loss account at June 30, 2004

Restatement
Exclusion of

Exclusion of joint extraordinary
(million euro) 2004 of Saipem venture items Pro-forma Adjustments IFRS
Net sales from operations 28,230 (1,625) (284) 26,321 85 26,406
Other income and revenues 539 (23) 2) 37 551 4 555
Purchases, services and other (18,986) 1,051 217 (183) (17,901) 279 (17,622)
Payroll and related costs (1,604) 351 18 21 (1,256) 3 (1,253)
Depreciation, amortization and writedowns (2,397) 118 23 (2,256) 92) (2,348)
Operating profit 5,782 (128) (28) (167) 5,459 279 5,738
Financial income (expense), net 49) 22 “4) @31 31 (62)
Other income (expense) from investments 156 31 13 514 714 (140) 574
Profit before extraordinary items and income
taxes 5,889 (75) 19) 347 6,142 108 6,250
Extraordinary items 347 (347)
Profit before income taxes 6,236 (75) 19) 6,142 108 6,250
Income taxes (2,490) 28 19 (2,443) (256) (2,699)
Profit before minority interest 3,746 47) 3,699 (148) 3,551
Minority interest in net profit (322) 47 (275) 89 (186)
Net profit 3,424 3,424 (59) 3,365

Restatement/reconciliation tables to IFRS of shareholders equity and consolidated net profit
at June 30, 2004

The following is the reconciliation of shareholders equity of 2004 First Half Report, including minority interest,
determined under Italian GAAP to IFRS:

Reconciliation of shareholders equity at June 30, 2004

(million euro)

Items

2004 Shareholders equity 29,548

1. Different useful lives of gas pipelines, compression stations, distribution networks and other assets 1,520
2. Different recognition of deferred tax 1,066
3. Application of the weighted-average cost method instead of LIFO in inventory evaluation 582
4. Different criteria of capitalization of financial charges 395
5. Different recognition of the reserve for contingencies 220
6. Effect of the capitalization of estimated costs for asset retirement obligations 185
7. Underlifting 99
8. Write-off of the difference between nominal and present value of deferred taxation in business combinations (506)
9. Adjustment of tangible and intangible assets (167)
10. Employee benefits (76)
11. Effects on investments accounted for under the equity method 38
12.2 Amortization of goodwill 36
Other net adjustments (134)

3,258
Exclusion of Saipem (792)
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Net changes 2,466
Shareholders equity under IFRS 32,014
(*)  Each number refers to the illustration provided in the next paragraph Description of main changes .
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Reconciliation of consolidated net profit at June 30, 2004

The following is the reconciliation of net profit of 2004 First Half Report determined under Italian GAAP to IFRS:

(million euro)

Items
2004 consolidated net profit under Italian GAAP 3,424
1. Different useful lives of gas pipelines, compression stations, distribution networks and other assets (52)
2. Different recognition of deferred tax (172)
3. Application of the weighted-average cost method instead of LIFO in inventory evaluation 103
4. Different criteria of capitalization of financial charges
5. Different recognition of the reserve for contingencies (14)
6. Effect of the capitalization of estimated costs for asset retirement obligations 33
7. Underlifting 36
8. Write-off of the difference between nominal and present value of deferred taxation in business combinations 20
9. Adjustment of tangible and intangible assets 5
10. Employee benefits
11. Effects on investments accounted for under the equity method 79
12. Other changes in 2004 results under IFRS (174)
12.1 Adjustment on gain from sale of a 9.054% interest in Snam Rete Gas (211)
12.2 Amortization of goodwill 37
Other net adjustments (14)
Effect of IFRS adjustment on minority interest ) 89
Net changes (59)
Shareholders equity under IFRS 3,365

(*)  Each number refers to the illustration provided in the next paragraph Description of main changes .

(1)  This adjustment derives from the attribution of their share of IFRS adjustments to minority interest.

Description of main changes

The following is a description of the main changes introduced in the balance sheet of Eni for 2003, whose effects are
reflected in the profit and loss account and balance sheet for the first half of 2004 and in the balance sheet at June 30,
2005.

1. Different useful lives of gas pipelines, compression stations, distribution networks and other assets

This change concerns essentially the natural gas transport pipelines, compression stations and distribution networks
that until 1999 were depreciated in accordance with Italian practice applying rates established by tax authorities (10%,
10% and 8%, respectively) both in statutory and consolidated financial statements. In consolidated financial
statements prepared in accordance with U.S. GAAP, these assets were depreciated at a 4% rate, based on the
international estimate of a 25-year long useful life.

The useful life of gas pipelines, compression stations and distribution networks was changed in 2000 following a
determination of tariffs for natural gas sale by the Italian Authority for Electricity and Gas which set the useful life of
gas pipelines at 40 years, that of compression stations at 25 years and that of distribution networks at 50 years.
Therefore, considering this change as a revision of previous estimates, starting in 2000 the value of these assets, net of
amortization reserves at December 31, 1999, was depreciated based on their residual useful life both under Italian and
U.S. GAAP.
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For the first application of IFRS, the adoption of the retrospective method implies the adoption of the new principles
as if they had always been applied using the best information available at each time frame. Therefore, the book value
of gas pipelines, compression stations and distribution networks, at January 1, 2004 was restated by using until 1999
the internationally accepted rate of 25 years, from 2000 onwards the residual value was depreciated according to the
useful lives estimated by the Authority.
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Consistent with this approach, the book value of tanker ships at January 1, 2004 was restated due to the revision of
their useful life using until 2001 the internationally accepted rate of 20 years; from 2002 onwards their residual value
was depreciated according to an estimated useful life of 30 years defined after their conferral from Snam SpA to LNG
Shipping SpA.

Under Italian GAAP the book value of complex assets is divided according to various tax categories on the basis of
the depreciation rate tables contained in a Decree of the Ministry of Economy and Finance. Under IFRS the
components of a complex asset, that have different useful lives, are recorded separately in order to be depreciated
according to their useful life; land parcels, that cannot be depreciated, are recorded separately even when they are
bought along with buildings.

The restatement determined an increase in fixed assets of euro 2,563 million as a contra to shareholders equity (euro
1,570 million) and to deferred tax liabilities (euro 993 million).

2. Different recognition of deferred tax
Changes in shareholders equity were determined in particular by the following causes.

2.1 Recognition of deferred tax assets on the revaluation of assets (Law 342/2000)
Under Italian GAAP deferred tax assets are recorded if recoverable with reasonable certainty .

Under IFRS deferred tax assets are recorded if their recovery is more likely than not.

In 2000 Snam SpA, now merged into Eni SpA, revalued its assets as permitted by Law 342/2000 aligning their book
value to their fair value. On this revaluation of depreciable assets Eni paid a special rate tax (19% instead of the
statutory 34% rate), thus recording a deferred tax asset. Eni s transport assets were conferred in 2001 to Snam Rete Gas
SpA. The revaluation carried out had no impact on Eni s consolidated financial statements; but a timing difference
arose between the taxable value and the book value which led, in accordance with Italian GAAP, to the recognition of

a provision for deferred tax assets that amounted to euro 629 million at December 31, 2003, corresponding to 19%! of
depreciation estimated in the 2004-2007 plan on the deductible timing difference.

Under IFRS, deferred taxes are to be recognized on the entire timing difference at the current statutory tax rate
(37.25%).

The application of this principle determined an increase in deferred tax assets of euro 828 million as a contra to
shareholders equity.

2.2 Recognition of deferred tax assets on Stogit s inventories

In 2003 Stoccaggi Gas Italia SpA ( Stogit ), applying Law 448/2001, realigned the fiscal value to the higher book value
of assets received upon contribution in kind. In the consolidated financial statements these assets were stated at their
book value, this determined a timing difference over the fiscal values from which a deferred tax asset of euro 287
million was recognized in the consolidated financial statements. A portion of the timing difference concerns the
inventories of natural gas; however, in 2003 consolidated financial statements the deferred tax asset related to the

timing difference on natural gas inventories was not recognized on the assumption that its recoverability was not
reasonably certain at the end of the concession, if not renewed.

The application of IFRS determined the recognition of deferred tax assets of euro 259 million, as a contra to
shareholder s equity.

6]
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Keeping into account the later conferral of assets to Eni s subsidiary Snam Rete Gas SpA, the timing difference was considered analogous to that deriving
from the cancellation of intra-group profits; under Italian GAAP the adopted 19% rate is equal to taxes paid by the conferring entity, not to the taxes
recoverable by the receiving entity, Snam Rete Gas SpA.
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2.3 Other effects of the different recognition of deferred tax assets

The application of the more likely than not criterion rather than that of the reasonable certainty of recoverability of
other deductible timing differences determined the recognition of deferred tax assets of euro 146 million as a contra to
shareholders equity.

3. Application of the weighted-average cost method instead of LIFO

Under Italian GAAP the cost of inventories may be determined with the weighted-average cost method or with the
FIFO or LIFO methods. Until 2004 Eni adopted the LIFO method, in its evaluation of crude oil, natural gas and oil
products inventories applied on an annual basis.

IFRS do not allow the use of the LIFO method; they allow the FIFO method and the weighted-average cost.

The application of the weighted-average cost on a three-month basis in the evaluation of crude oil, natural gas and
refined products inventories determined an increase in the value of inventories of euro 764 million as a contra to
shareholders equity (euro 479 million) and to deferred tax liabilities (euro 285 million).

With the application of the LIFO method, changes in oil and refined products prices had no impact on the evaluation
of inventories, that was affected only by declines in volumes. With the adoption of the weighted-average cost, changes
in oil and refined products prices have a direct effect with the recognition of profit or loss on stock deriving from the
difference between the current cost of products sold and the cost deriving from the application of the
weighted-average cost method.

4. Different criteria of capitalization of financial charges
Under Italian GAAP financial charges are capitalized when incurred within the amount not financed by
internally-generated funds or contribution by third parties.

Under IFRS, when a relevant time interval is necessary until the capital good is ready for use, financial charges can be
capitalized as an increase of the asset book value for the amount of financial charges that could have been saved if
capital expenditures had not been made.

The application of this principle determined an increase in the book value of fixed assets of euro 615 million as a
contra to shareholders equity (euro 394 million) and to deferred tax liabilities (euro 221 million).

5. Different recognition of the reserve for contingencies

Under Italian GAAP the reserve for contingencies concerns costs and charges of a determined nature, whose existence
is certain or probable, but whose amounts or occurrence are not determinable at the period-end. The reserve for
contingencies is stated on an undiscounted basis.

Under IFRS a provision to the reserve for contingencies is made only if there is a current obligation considered

probable as a consequence of events occurred before period-end deriving from legal or contractual obligations or from
behaviors or announcements of the company that determine valid expectations in third parties (implicit obligations),
provided that the amount of the liability can be reasonably determined. When the financial effect of time is significant
and the date of the expense to clear the relevant obligation can be reasonably determined, the estimated cost is
discounted on the basis of the risk-free rate of interest and adjusted for the Company s credit cost.

As for the provision to the reserve for redundancy incentives, IFRS require the preparation of a detailed formalized
restructuring plan, indicating at least the activities, locations, categories and approximate number of employees
concerned by the restructuring. The plan must be started-up or properly communicated to the involved parties before
period-end, generating the expectation that the company will meet its obligations.
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As for provisions for catastrophic risks, Padana Assicurazioni SpA, in application of rules imposed by the Minister of
Industry on June 15, 1984, makes integrative provisions for the risk of earthquakes, seaquakes, volcanic eruptions and
similar events. These integrative provisions are not allowed by IFRS in absence of a current obligation.
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As for the reserve for periodic maintenance, under IFRS these costs are capitalized when incurred as a separate
component of the asset and are depreciated according to their useful lives, as they do not represent a current
obligation.

As a consequence of the absence of a current obligation, the application of this principle determined a reversal of the
reserve for contingencies of euro 285 million as a contra to shareholders equity (euro 227 million), to deferred tax
liabilities (euro 36 million) and to a decrease in other assets (euro 22 million) referred to the portion of re-insured
risks.

6. Effect of the capitalization of costs for asset retirement obligations

Under Italian GAAP, site restoration and abandonment costs are allocated annually in a specific reserve so that the
ratio of the allocations made and the amount of estimated costs equals the percentage of depreciation of the relevant
asset. In particular in the Exploration & Production segment, the costs estimated to be incurred at the end of
production activities for the site abandonment and restoration are accrued so that the ratio of the reserve and the
amount of estimated costs correspond to the ratio of cumulative production at period-end and proved developed
reserves at period-end plus cumulative production.

Under IFRS, estimated site restoration and abandonment costs are recorded in a specific reserve as a contra to the
relevant asset; when the financial effect of time is relevant, the estimated cost is recorded considering the present
value of the costs to be incurred calculated using a rate representative of the Company s credit cost. The cost assigned
to the different relevant components of the asset is recognized in profit and loss account through the amortization
process. The reserve, and consequently the assets book value, is periodically adjusted to reflect the changes in the
estimates of the costs, of the timing and of the discount rate.

The application of this principle determined an increase in fixed assets of euro 254 million, in shareholders equity of
euro 152 million and in deferred tax liabilities of euro 158 million, and a decrease in site abandonment and restoration
reserve of euro 56 million.

7. Underlifting
In the Exploration & Production segment joint venture agreements regulate, among other things, the right of each
partner to withdraw its own share of production volumes available in the period.

Higher production volumes withdrawn as compared to net working interest volume determine the recognition of a
credit by a partner who has withdrawn lower production volumes as compared to its net working interest volume.

Under Italian GAAP, this credit is evaluated on the basis of production costs; under IFRS it is evaluated at current
prices at period end.

The application of this principle determined an increase in other assets of euro 78 million as a contra to shareholders
equity (euro 61 million) and to deferred tax liabilities (euro 17 million).

8. Write-off of the difference between nominal and present value of deferred taxation in business combinations
Under Italian GAAP the difference between the present value of deferred taxes included in the determination of the
fair value of net assets acquired as part of a business combination and related deferred tax liabilities recognized at
nominal value ( difference ) is recognized under the item accrued assets.

Under IFRS this difference is recognized under Goodwill ; however, in the event of the first application goodwill can

be adjusted only in case of specific circumstances that do not occur in this case. This difference is therefore written off
because it cannot be considered an asset under IFRS.
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The application of this principle determined a decrease in shareholders equity of euro 514 million as a contra to
deferred tax assets.
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9. Adjustment of tangible and intangible assets
Changes in shareholders equity related in particular to the following aspects.

9.1 Intangible assets
Under Italian GAAP costs for extraordinary company transactions, costs for the start-up or expansion of production
activities and costs for the establishment of a company or for issuance of capital stock can be capitalized.

IFRS require these costs to be charged against profit and loss account, except for establishment and issuance of capital
stock of the parent company that are recognized as a decrease in shareholders equity net of the relevant fiscal effect.

Under Italian GAAP costs for software development can be capitalized under certain circumstances. IFRS pose more
stringent conditions for their capitalization.

The application of these principles determined the write-off of intangible assets for euro 91 million as a contra to a
decrease in shareholders equity (euro 58 million) and the recognition of deferred tax assets (33 euro million).

9.2 Revaluation of assets
Under Italian GAAP revaluation of tangible assets is allowed under specific law provisions within the limit of their
recovery value.

IFRS prohibit this kind of tangible asset revaluation.

The application of this principle determined a decrease in tangible assets of euro 75 million as a contra to a decrease in
shareholders equity (euro 54 million) and the recognition of deferred tax assets (euro 21 million). The decrease in
fixed assets takes into account the restatement of gains/losses on disposal on the basis of the historical cost and the
recalculation of amortization until December 31, 2003.

9.3 Pre-development costs
Under Italian GAAP costs related to preliminary studies, researches and surveys aimed at testing different options for
development of hydrocarbon fields are recognized under tangible assets.

Under IFRS these costs are considered exploration costs and are expensed when incurred.

The application of this principle determined the write-off of capitalized pre-development costs for euro 71 million as a
contra to a decrease in shareholders equity (euro 54 million) and the recognition of deferred tax liabilities (euro 17
million).

10. Employee benefits
Under Italian GAAP employee termination benefits are accrued during the period of employment of employees, in
accordance with the law and applicable collective labor contracts.

Under IFRS employee termination benefits (e.g. pension payments, life insurance payments, medical assistance after
retirement, etc.) are defined on the basis of post employment benefit plans that due to their mechanisms feature
defined contributions plans or defined benefit plans. In the first case, the company s obligation consists in making
payments to the state or to a trust or a fund.

Plans with defined benefits are pension, insurance or healthcare plans which provide for the company s obligation, also

in the form of implicit obligation (see item 5), to provide non formalized benefits to its former employees2. The
related discounted charges, determined with actuarial assumptions?, are accrued annually on the basis of the
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employment periods required for the granting of such benefits.

(2)  Given the uncertainties related to their payment date, employee termination indemnities are considered as a defined benefit plan.

(3)  Actuarial assumptions concern, among other things, the following variables: (i) level of future salaries; (ii) death rates of employees; (iii) turn-over rate of
employees; (iv) share of participants with successors entitled to benefits (e.g. spouses and children); (v) for medical assistance plans, frequency of requests
for reimbursement and future changes in medical costs; (vi) interest rates.
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The application of this principle determined a decrease in shareholders equity of euro 79 million, the recognition of
deferred tax assets (euro 53 million) and a decrease in employee termination indemnities (euro 26 million) as a contra
to an increase in the reserve for contingent losses of euro 158 million, referred in particular to charges for medical
assistance granted upon termination and to pension plans outside Italy.

11. Effects on investments accounted for under the equity method

Joint ventures and affiliates are accounted for under the equity method. The application of IFRS to the initial balance
at January 1, 2004 of assets and liabilities of these companies determined a decrease in investments of euro 40 million
as a contra to shareholders equity.

12. Other changes in 2004 result under IFRS

12.1 Adjustment on gain from sale of a 9.054% interest in Snam Rete Gas

Due to the application of IFRS, net shareholders equity to be compared with the sale price for determining the gain on
the sale of a 9.054% interest in Snam Rete Gas SpA carried out in 2004 increased by euro 2,335 million related
essentially to an increase in the book value of natural gas pipelines (see item 1) and deferred tax assets (see item 2.1).

12.2 Amortization of goodwill

Under Italian GAAP goodwill is amortized on a straight-line basis in the periods of its expected utilization, provided it
is no longer than five years; in case of specific conditions related to the kind of company the goodwill refers to,
goodwill can be amortized for a longer period not exceeding 20 years.

Under IFRS goodwill cannot be amortized, but it is subject to a yearly evaluation in order to define the relevant
impairment, if needed.
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balance sheets

(million euro) Note Dec. 31,2004 June 30, 2005
ASSETS

Current assets

Cash and cash equivalent 1 848 1,146
Other financial assets for trading or held for sale 2 1,266 1,283
Trade and other receivables 3 13,380 14,074
Inventories 4 2,583 3,117
Income tax receivables 5 608 316
Other current assets 6 455 457
Total current assets 19,140 20,393
Non-current assets

Property, plant and equipment 7 38,953 41,762
Inventories - compulsory stock 8 1,386 1,467
Investment property 9 6 6
Intangible assets 10 2,479 2,402
Investments accounted for using the equity method 11 3,752 4,025
Other investments 12 439 411
Other financial assets 13 1,094 1,198
Deferred tax assets 14 1,819 1,580
Other non-current assets 15 1,241 1,483
Total non-current assets 51,169 54,334
TOTAL ASSETS 70,309 74,727
LIABILITIES AND SHAREHOLDERS EQUITY

Current liabilities

Current financial liabilities 16 4,329 3,444
Current portion of long-term debt 20 933 1,078
Trade and other payables 17 9,204 9,675
Taxes payable 18 2,415 3,584
Other current liabilities 19 491 753
Total current liabilities 17,372 18,534
Non-current liabilities

Long-term debt 20 7,281 7,171
Reserves for contingencies and charges 21 5,672 6,313
Provisions for employee benefits 22 893 921
Deferred tax liabilities 23 3,946 4,501
Other non-current liabilities 24 462 443
Total non-current liabilities 18,254 19,349
TOTAL LIABILITIES 35,626 37,883
SHAREHOLDERS EQUITY 25

Minority interests 2,309 2,245
Eni shareholders equity:

Share capital: 4,004,462,776 fully paid shares nominal value 1 euro each (4,004,424,476 shares at

December 31, 2004) 4,004 4,004
Share premium

Other reserves 9,602 12,309
Retained earnings 14,938 17,390
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Net profit 7,059 4,343
Treasury shares (3,229) (3,447)
Total Eni shareholders equity 32,374 34,599
TOTAL SHAREHOLDERS EQUITY 34,683 36,844
TOTAL LIABILITIES AND SHAREHOLDERS EQUITY 70,309 74,727
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profit and loss account

First half First half
(million euro) Note 2004 2005
Revenues 27
Net sales from operations 26,406 32,495
Other income and revenues 555 322
TOTAL REVENUES 26,961 32,817
Operating expenses 28
Purchases, services and other 17,622 20,961
Payroll and related costs 1,253 1,267
Depreciation, amortization and writedowns 2,348 2,548
Operating profit 5,738 8,041
Financial income (expense) 29
Financial income 944 1,638
Financial expense 1,006 1,814
(62) (176)
Income (expense) from investments 30
Effects of investments accounted for using the equity method 181 364
Other income from investments 393 49
574 413
Income taxes 31 (2,699) (3,763)
Profit before minority interest 3,551 4,515
Minority interest in net profit 25 (186) (172)
Net profit 3,365 4,343
Earnings per share 32 0.89 1.15
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statements of changes in shareholders equity

Eni shareholders equity

Legal Reserve Cumulative Net
reserve for translation profit Total
(million Share of Eni treasury Other adjustment Treasury Retained for the Minority  shareholders
euro) capital SpA shares reserves reserve shares earnings period Total interests equity
Balance at December 31, 2003 4,003 959 5,397 3,250 (2,505) (3,164) 13,171 5,585 26,696 1,622 28,318
Changes in accounting principles 2,234 2,234 213 2,447
Annulment of exchanges
differences 2,505 (2,505)
Adjusted balance at December
31,2003 4,003 959 5,397 3,250 3,164) 12,900 5,585 28,930 1,835 30,765
Net profit for the year 3,365 3,365 186 3,551
Income capitalized
Exchange differences from
translation of financial
statements denominated in
currencies other than euro 424 424 17 441
424 424 17 441
Total income 424 3,365 3,789 203 3,992
Transactions with
shareholders
Dividend distribution of Eni SpA
(euro 0.75 per share) (2,828) (2,828) (2,828)
Dividend distribution of other
companies (212) (212)
Allocation of 2003 net profit 23 2,734 (2,757)
Shares repurchased 47) 47 7
Shares issued under incentive
plans for Eni managers (5) 5 5 5 5
Q) 28 42) 2,734 (5,585 (2,870) (212) (3,082)
Other changes in shareholders
equity
Reclassification (281) 281
Sale of 9.054% of Snam Rete
Gas SpA share capital 326 326
Exchange differences arising on
the distribution of dividends and
other changes 17 17 “4) 13
(281) 298 17 322 339
Balance at June 30, 2004 4,003 959 5,392 2,997 424  (3,206) 15,932 3,365 29,866 2,148 32,014
Net profit for the year 3,694 3,694 160 3,854
Income capitalized
Exchange differences from
translation of financial
statements denominated in
currencies other than euro (1,188) (1,188) (19) (1,207)
(1,188) (1,188) 19 @1,207)
Total income (expense) (1,188) 3,694 2,506 141 2,647
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Transactions with
shareholders
Shares repurchased (23) (23) 23)
Shares issued under stock grant
plan 1 (1
1 @ (23) (23) (23)
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Eni shareholders equity
Legal Reserve Cumulative Net
reserve for translation profit Total
(million Share of Eni treasury Other adjustment Treasury Retained for the Minority  shareholders
euro) capital SpA shares reserves reserve shares earnings period Total interests equity
Other changes in shareholders
equity
Cost of stock option 3 3 3
Former Italgas SpA reserves
reconstituted 43) 43
Reserves from merger of
EniData SpA 4 @)
Reclassification 1,055 (1,055)
Exchange differences arising on
the distribution of dividends and
other changes 22 22 20 42
1,019 (994) 25 20 45
Balance at December 31, 2004 4,004 959 5,392 4,015 (764) (3,229) 14,938 7,059 32,374 2,309 34,683
Changes in accounting principles 13 30) a7) as) 32)
Adjusted balance at December
31, 2004 4,004 959 5,392 4,028 (764) (3,229) 14,908 7,059 32,357 2,294 34,651
Net profit for the year 4,343 4,343 172 4,515
Income capitalized
Variation of the fair value of
financial assets for trading 3 3 3
Investments accounted for under
the equity method 10 10 10
Exchange differences from
translation of financial
statements denominated in
currencies other than euro 1,228 1,228 8 1,236
13 1,228 1,241 8 1,249
Total income 13 1,228 4,343 5,584 180 5,764
Transactions with
shareholders
Dividend distribution of Eni SpA
(euro 0.90 per share) (3,384) (3,384) (3,384)
Dividend distribution of other
companies (202) (202)
Allocation of 2004 net profit 1,306 2,369  (3,675)
Shares repurchased (228) (228) (228)
Shares issued under incentive
plans for Eni managers 10) 10 10 10 10
(100 1,316 218) 2,369 (7,059) (3,602) (202) (3,804)
Other changes in shareholders
equity
Sale of consolidated companies (40) 40)
Exchange differences arising on
the distribution of dividends and
other changes 147 113 260 13 273
147 113 260 27) 233
Balance at June 30, 2005 4,004 959 5,382 5,357 611 (3,447) 17,390 4,343 34,599 2,245 36,844
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(million euro)

Cash flow from operating activities
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First half 2004 First half 2005

Net profit 3,365 4,343
Minority interest in net profit 186 172
Depreciation and amortization 2,169 2,392
Writedowns (revaluations), net 54 (235)
Net change in reserves for contingencies 62 235
Net change in the reserve for employee benefits 76

Gain on disposal of assets, net 471) (21)
Dividend income 92) (16)
Interest income (103) (103)
Interest expense 270 274
Exchange differences 25 (74)
Current, anticipated and deferred income taxes 2,699 3,763
Cash generated from operating profit before changes in working capital 8,240 10,730
(Increase) decrease:

- inventories (19)
- accounts receivable 816 409)
- other assets 16 87
- trade and other accounts payable 456 916
- other liabilities (55) 273
Cash from operations 9,454 11,058
Dividends received 151 252
Interest received 70 91
Interest paid (261) (298)
Income taxes paid, net (2,007) (2,669)
Net cash provided from operating activities 7,407 8,434
Cash flow from investing activities

Investments:

- intangible assets (311) (260)
- tangible assets (3,369) (2,810)
- investments (72) 48)
- securities (150) (197)
- financing receivables (394) (1,211)
- change in accounts payable and receivable in relation to investments and capitalized depreciation (219) (89)
Cash flow from investments 4,515) 4,615)
Disposals:

- intangible assets 2 4
- tangible assets 58 16
- consolidated subsidiaries and businesses 246 101
- investments 32 147
- securities 104 203
- financing receivables 665 1,236
- change in accounts receivable in relation to disposals ) (19)
Cash flow from disposals 1,098 1,688
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(million euro) First half 2004  First half 2005
Proceeds from long-term debt 339 658
Payments of long-term debt (575) (868)
Reductions of short-term debt (1,073) (1,304)
(1,309) (1,514)
Payments by/to minority shareholders (19) 22
Sale of additional interests in subsidiaries 650
Dividends to minority shareholders (3,040) (3,586)
Shares repurchased 42) (218)
Net cash used in financing activities 3,760) (5,296)
Effect of change in consolidation area 9 3)
Effect of exchange differences 14 90
Net cash flow for the period 253 298
Cash and cash equivalent at beginning of the period 1,121 848
Cash and cash equivalent at end of the period 1,374 1,146

(*)  Net cash used in investing activities includes some investments which Eni, due to their nature (i.e. temporary cash investments, securities held purely for
investment purposes, etc.) considers as a reduction of net borrowings as defined in the Financial Review inthe Report of the Directors . Cash flow of such

investments are as follows:

(million euro)

Financing investments:
- securities

- financing receivables
Disposal of financing investments:
- securities

- financing receivables

Cash flows from financing activities

First half 2004 First half 2005

(20) @
(374) 8)
(394) 12
104 66
450 35
554 101
160 89
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SUPPLEMENTAL INFORMATION

(million euro)

Effect of disposal of consolidated subsidiaries and businesses
Non-current assets
Current assets

Net borrowings

Other liabilities

Net effect of disposal
Gain on disposal
Minority interest

Selling price

less:

Cash and cash equivalent

Cash flow on disposal

Transactions that did not produce cash flows

First half 2004 First half 2005

79
71
6
(55)
101
157

258

(12)
246

158
89
(In
(89)
147

7
(43)
111

(10)
101

In the first half of 2005 a conferral of a business for euro 17 million with an acquisition of an investment of the same

amount.
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Basis of presentatlon

Following the application of EU Regulation 1606/2002 approved by the European Parliament and Council on July 19,
2002, starting in 2005 companies with securities listed on a regulated stock market of a Member State of the European
Union are required to prepare their consolidated financial statements in accordance with International Financial
Reporting Standards (IFRS), approved by the European Commission. In its Report on the First Half of 2005 Eni used
evaluation and measurement criteria that it intends to apply to its 2005 consolidated financial statements. The criteria
described in this paragraph may not coincide with the IFRS guidelines applicable on the December 31, 2005 due to
future decisions of the European Commission as regards the approval of International Accounting Standards or the
issue of new principles, interpretations or implementation guidelines issued by the International Accounting Standards
Board (IASB) or International Financial Reporting Interpretation Committee (IFRIC).

The interim consolidated financial statements of Eni have been prepared in accordance with IFRS issued by the IASB
and adopted by the European Commission following the procedure contained in article 6 of the EU Regulation No.
1606/2002 of the European Parliament and Council on July 19, 2002. Given their compatibility with IFRS, specific
criteria for hydrocarbon exploration and production have been followed particularly those related to the internationally
applied Unit-Of-Production and Production Sharing Agreement methods of accounting.

The interim consolidated financial statements include the statutory accounts of Eni SpA and of all Italian and foreign
companies in which Eni SpA holds the right to directly or indirectly exercise control, determining financial and
management decisions, and to reap economic and financial benefits. Affiliates on which the parent company exercises
control at these affiliates general shareholders meeting due to a substantial ownership interest are excluded from
consolidation (article 2359, subparagraph 1, line 2 of the Italian Civil Code considers this kind of affiliates as
controlled subsidiaries).

Insignificant subsidiaries are not included in the scope of consolidation. A subsidiary is considered insignificant when
it does not exceed two of these limits: (1) total assets or liabilities: euro 3,125 thousand; (ii) total revenues euro 6,250
thousand; (iii) average number of employees: 50 units. Moreover, companies, for which the consolidation does not
produce significant economic and financial effects, are not included in the scope of consolidation. Such companies
generally represent subsidiaries that work on account of other companies as the sole operator in the management of
upstream oil contracts; these companies are proportionally financed, on the basis of the budgets approved, by the
companies involved in the project, to which the company periodically reports costs and revenues following the
management activity of the project. Costs and revenues and other operating data (production, reserves, etc.) of the
project, as well as the obligations arising from the project, are recognized proportionally in the financial statements of
the companies involved. The effects of these exclusions are not materiall.

Subsidiaries excluded from consolidation, joint ventures, affiliated companies and other interests are accounted for as
described below under the heading Financial fixed assets .

The consolidated report on the first half of 2005 underwent a limited review by PricewaterhouseCoopers SpA. A
limited review implies significantly less work as compared to a full audit performed according to the regulations

governing external audits.

Considering their materiality, amounts are stated in million euro.

(1) According to the dispositions of the Framework of international accounting standards, Information is material if its omission or misstatement could
influence the economic decisions of users taken on the basis of the financial statements.
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Principles of consolidation

Interests in companies included in consolidation

Assets and liabilities, expense and income related to fully consolidated companies are wholly incorporated into the
consolidated balance sheet; the accounting value of these interests is eliminated against the corresponding fraction of
the shareholders equity of the companies owned, attributing to each item of the balance sheet the current value at the
date of acquisition of control. Any positive residual difference is recognized under Goodwill . Negative residual
differences are charged against profit and loss account.

Gains or losses on sales of stakes in consolidated subsidiaries are recorded in the profit and loss account for the
amount corresponding to the difference between proceeds from the sale and the divested stake in net equity.

Fractions of shareholders equity and of net profit of minority interest are recognized under specific items in profit and
loss account. Minority interest is determined based on the current value attributed to assets and liabilities at the date of
the acquisition of control, excluding any related goodwill.

Inter-company transactions

Income deriving from inter-company transactions unrealized towards third parties are eliminated when significant.
Receivables, payables, income and expenditure as well as guarantees, commitments and risks between consolidated
companies are eliminated. Inter-company losses are not eliminated, since they reflect an actual decrease in the value
of divested assets.

Foreign currency translation

Financial statements of consolidated companies denominated in currencies other than the euro are converted to euro
applying exchange rates prevailing at year-end to assets and liabilities, the historic exchange rates to equity accounts
and the average rates for the period to profit and loss account (source: Ufficio Italiano Cambi).

Exchange rate differences from conversion deriving from the application of different exchange rates for assets and
liabilities, shareholders equity and profit and loss account are recognized under the item Other reserves within
shareholders equity for the portion relating to the Group and under the item Minority interest for the portion related to
minority shareholders.

Financial statements of foreign subsidiaries which are translated into euro are denominated in their functional
currencies.

Evaluation criteria

The most significant evaluation criteria used for the preparation of the consolidated financial statements for the first
half report are shown below.

Current assets

Financial assets held for trading and financial assets available for disposal are stated at fair value and the economic
effects charged, respectively, to profit and loss account item Financial Income (Expense) and the shareholders equity
item Other reserves .

When the conditions for the purchase or sale of financial assets provide for the settlement of the transaction and the
delivery of the assets within a given number of days determined by entities controlling the market or by agreements
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Receivables are stated at their amortized cost (see below Financial fixed assets ).
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Transferred financial assets are eliminated when the transaction, together with the cash flows deriving from it, lead to
the substantial transfer of all risks and benefits associated to the property.

Inventories, except for those relating to contract work in progress, are stated at the lower of purchase or production
cost and market value represented by the proceeds the company expects to collect from the sale of the inventories in
the normal course of business.

The cost for inventories of hydrocarbons (crude oil, condensates and natural gas) and petroleum products is
determined by applying the weighted-average cost method on a three-month basis; the cost for inventories of the
Petrochemical segment is determined by applying the weighted-average cost on an annual basis.

Contract work in progress is recorded on the basis of contractual considerations by reference to the stage of
completion of a contract measured on the cost-to-cost basis. Advances are subtracted from inventories within the limit
of contractual considerations; any excess of such advances over the value of work performed is recorded as a liability.
Losses related to construction contracts are accrued for as soon as the company becomes aware of such losses.
Contract work in progress not yet invoiced, whose payment is agreed in a foreign currency, is translated to euro using
the current exchange rates at year-end and the effects are recorded in the profit and loss account.

Hedging instruments are described in the section Derivative Instruments .

Non-current assets

Tangible assets?

Tangible assets, including investment properties, are stated at their purchase or production cost including ancillary
costs which can be directly attributed to them that are required to make the asset ready for use. In addition, when a
substantial amount of time is required to make the asset ready for use, the purchase price or production cost includes
the financial expenses that would have theoretically been saved had the investment not been made. The purchase or
production costs is net of grants that are recorded in a contra asset account when authorized, if all the required
conditions have been met.

In case of current obligations for the dismantling, removal of assets and the reclamation of sites, the stated value
includes, as a contra to a specific reserve, the estimated (discounted) costs to be borne at the moment the asset is
retired. Revisions of estimates for these provisions are recognized under Reserves for contingencies .

No revaluation is allowed even in application of specific laws.

Assets carried in financial leasing are stated among the tangible assets, as a contra to the financial payable to the
lessor, and depreciated using the criteria detailed below. When the redemption is not reasonably certain, assets carried
in financial leasing are depreciated over the period of the lease if shorter than the useful life of the asset.

Tangible assets are amortized systematically over the duration of their useful life taken as an estimate of the period for
which the assets will be used by the company. When the tangible asset comprises more than one significant element
with different useful lives, the amortization is carried out for each component. The amount to be depreciated is
represented by the book value reduced by the presumable net realizable value at the end of the useful life, if it is
significant and can be reasonably determined. Land is not depreciated, even if bought together with a building as well
as tangible disposal assets which are valued at the lower of book value and fair value less costs to sell.

(2)  Recognition and evaluation criteria of exploration and production activities are described in the section Exploration and production activities below.
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Assets that can be used free of charge are depreciated over the shorter of the duration of the concession and the asset
useful life.

Renewals, improvements and transformations which extend asset lives are capitalized.

The costs for the substitution of identifiable components in complex assets are capitalized and depreciated over their
useful life; the residual book value of the component that has been substituted is charged to profit and loss account.
Ordinary maintenance and repair costs are expensed when incurred.

When events occur that lead to a presumable reduction in the book value of tangible assets, their recoverability is
checked by comparing their book value with the realizable value, represented by the greater of fair value less costs to
sell and replacement cost. In the absence of a binding sales agreement, fair value is estimated on the basis of market
values, of recent transactions, or of the best available information that shows the proceeds that the company could
reasonably expect to collect from the asset s disposal. Replacement cost is determined by discounting the expected
cash flows deriving from the use of the asset and, if significant and reasonably determinable, the cash flows deriving
from its disposal at the end of its useful life. Cash flows are determined on the basis of reasonable and documented
assumptions that represent the best estimate of the future economic conditions during the remaining useful life of the
asset, giving more importance to independent assumptions. The discounting is carried out at a rate that takes into
account the implicit risk in the sector. Valuation is carried out for each single asset or, if the realizable value of a
single assets cannot be determined, for the smallest identifiable group of assets that generates independent cash
inflows from their continuous use, so called cash generating unit. When the reasons for their impairment cease to
exist, Eni reverses previously recorded impairment charges and records an income as asset revaluation in the profit
and loss account of the relevant year. This asset revaluation is the lower of the fair value and the book value increased
by the amount of previously incurred writedowns net of related amortization that would have been made had the
impairment not been made.

Intangible assets

Intangible assets include assets which lack physical consistence that are identifiable, controlled by the company and
able to produce future economic benefits, and goodwill acquired in business combinations. An asset is identifiable to
distinguish it clearly from goodwill. This condition is normally met when: (i) the intangible asset can be traced back to
a legal or contractual right, or (ii) the asset is separable, i.e. can be sold, transferred, licensed, rented or exchanged,
either individually or as an integral part of other assets. An entity controls an asset if it has the power to obtain the
future economic benefits flowing from the underlying resource and to restrict the access of others to those benefits.

Intangible assets are stated at cost determined with the criteria used for tangible assets. No revaluation is allowed even
in application of specific laws.

Intangible assets with a defined useful life are amortized systematically over the duration of their useful life taken as
an estimate of the period for which the assets will be used by the company; the recoverability of their book value is
checked using the criteria described in the section Tangible Assets .

Goodwill and other intangible assets with an indefinite useful life are not amortized. The recoverability of their
carrying value is checked at least annually and whenever events or changes in circumstances indicate that the carrying
value may not be recoverable. With reference to goodwill, this check is performed at the level of the smallest
aggregate on which the company, directly or indirectly, evaluates the return on the capital expenditure that included
said goodwill. Depreciations may not be revaluated.

Costs regarding technological development activities are stated in the assets when: (i) the cost attributable to the
intangible asset can be reasonably determined; (ii) there is the intention, the availability of funding and the technical
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Exploration and production activities

Acquisition of mineral rights

Costs associated with the acquisition of mineral rights are capitalized in connection with the assets acquired
(exploratory potential, probable and possible reserves, proved reserves). When the acquisition is related to a set of
exploratory potential and reserves, the cost is allocated to the different assets acquired on the basis of the value of the
relevant discounted cash flow.

Expenditures for the exploratory potential, represented by the costs for the acquisition of the exploration permits and
for the extension of existing permits, are recognized under Intangible assets and are amortized on a straight-line basis
over the period of the exploration contractually established. If the exploration is abandoned, the residual expenditure

is charged to the profit and loss account.

Acquisition expenditures for proved reserves and for possible and probable reserves are recognized under Intangible
assets or Tangible assets depending on the nature of the underlying assets. Expenditures associated with proved
reserves are amortized on a Unit-Of-Production (UOP) basis, as detailed in the section Development , considering both
developed and undeveloped reserves. Expenditures associated with possible and probable reserves are not amortized
until classified as proved reserves; in case of negative result the expenditures are charged to the profit and loss

account.

Exploration

Costs associated with exploratory activities for oil and gas producing properties incurred both before and after the
acquisition of mineral rights (such as acquisition of seismic data from third parties, test wells and geophysical
surveys) are capitalized, to reflect their nature of investment, and amortized in full when incurred.

Development

Development costs are those costs incurred to obtain access to proved reserves and to provide facilities for extracting,
gathering and storing oil and gas and are capitalized and amortized generally on a UOP basis, as their useful life is
closely related to the availability of feasible reserves. This method provides for residual expenditures to be amortized
through a rate representing the ratio between the volumes extracted during the period and the proved developed
reserves existing at the end of the period, increased of the volumes extracted during the period. This method is applied
with reference to the smallest aggregate representing a direct correlation between investment and proved developed
reserves.

Costs related to unsuccessful development wells or damaged wells are expensed immediately as loss on disposal.
Writedowns and revaluations of development costs are made on the same basis as those for tangible assets.

Production
Production costs are costs to operate and maintain wells and field equipment and are expensed as incurred.

Retirement

Costs expected to be incurred with respect to well retirement, including costs associated with removal of production
structures, dismantlement and site restoration, are capitalized and amortized on a Unit-of-Production basis. See
paragraph on tangible assets.
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Financial fixed assets

Investments in subsidiaries excluded from consolidation, joint ventures and affiliates are accounted for using the
equity method. If it does not result in a misrepresentation of the company s financial condition and consolidated
results, subsidiaries, joint ventures and affiliates excluded from consolidation may be accounted for at cost, adjusted
for permanent impairment of value.

Other investments are recognized at their fair value and their effects are charged to shareholders equity item Other
reserves . When fair value cannot be reasonably ascertained, investments are accounted for at cost, adjusted for
permanent impairment of value.

When the reasons for their impairment cease to exist, investments accounted for at cost are revaluated within the limit
of the impairment made and their effects are charged to the profit and loss account item Other income (expense) from
investments .

The risk deriving from losses exceeding shareholders equity is recognized in a specific reserve to the extent the parent
company is required to fulfill legal or implicit obligations towards the subsidiary or to cover its losses.

Receivables and financial assets that must be maintained until expiry are stated at cost represented by the fair value of
the initial exchanged amount adjusted to take into account direct external costs related to the transaction (e.g. fees of
agents or consultants, etc.). The initial carrying value is then corrected to take into account capital repayments,
devaluations and amortization of the difference between the reimbursement value and the initial carrying value;
amortization is carried out on the basis of the effective internal rate of return represented by the rate that equalizes, at
the moment of the initial revaluation, the current value of expected cash flows to the initial carrying value (so-called
amortized cost method). Economic effects of the valuation to amortized cost method are charged to the item Financial
income (expense) .

Financial liabilities
Debt is shown at amortized cost (see item Financial fixed assets above).

Provisions for contingencies

Provisions for contingencies concern risks and charges of a definite nature and whose existence is certain or probable
but for which at year-end the amount or date of occurrence remains uncertain. Provisions are made when: (i) it is
probable the existence of a current obligation, either legal or implicit, deriving from a past event; (ii) it is probable that
the fulfillment of that obligation will be expensive; (iii) the amount of the obligation can be accurately estimated.
Provisions are stated at the value that represents the best estimate of the amount that the company would reasonably
pay to fulfill the obligation or to transfer it to third parties at year-end. When the financial effect of time is significant
and the payment date of the obligations can be reasonably estimated, the provisions are di