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Exploration & Production

(million euro) 2004 2005

Revenues (1) 15,346 22,477

Operating profit 8,185 12,574

Replacement cost operating profit 8,185 12,574

Adjusted operating profit 8,202 12,883

Expenditure for exploration and new exploration initiatives 499 656

Acquisitions of proved and unproved property 301

Expenditure in development and capital goods 4,354 4,007

Employees at period end (units) 7,477 7,491

(1) Before elimination of intersegment sales.

› Oil and natural gas production for the year 2005 grew a solid 7% to above 1.7 million barrels of oil equivalent
(boe)/day. Excluding the adverse impact of lower entitlements in certain Production Sharing Agreements (PSA) and
buy-back contracts1, this increase was 9%. In the first two months of 2006 production exceeded 1.8 million boe/day

› Net proved reserves of oil and natural gas were 6.84 billion boe at year-end, down 381 million boe from 2004 due
to an estimated 478 million boe adverse impact related to lower entitlements in certain PSAs and buy-back contracts
due to higher oil prices (Brent price was 58.205 dollars per barrel at year-end 2005 as compared to 40.47 at year-end
2004). Excluding the price impact, the reserve replacement ratio was 115%. The average reserve life index is 10.8
years

(1) For a definition of PSA and buy-back contracts see Glossary below.
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Proved oil and natural gas reserves
Proved oil and gas reserves are the estimated quantities
of crude oil (including condensates and natural gas
liquids) and natural gas which geological and
engineering data demonstrate with reasonable
certainty to be recoverable in future years from known
reservoirs under existing technical, contractual,
economic and operating conditions as of the date the
estimate is made. Prices include consideration of
changes in existing prices provided only by contractual
arrangements, but not on escalations based upon future
conditions.

Eni has always held direct control over the booking of
proved reserves. The Reserve Department of the
Exploration & Production Division, reporting directly to
the General Manager, is entrusted with the task of
keeping reserve classification criteria (“criteria”)
constantly updated and of monitoring their periodic
process of estimate. The criteria follow Regulation S-X
rule 4-10 of the Security and Exchange Commission as
well as, on specific issues non regulated by rules, the
consolidated practice recognized by qualified reference

institutions. The current criteria applied by Eni have
been examined by DeGolyer and MacNaughton (D&M)
an independent oil engineers company, which
confirmed that they are compliant with the SEC rules.
D&M also stated that the criteria regulate situations for
which the SEC rules are less precise, providing a
reasonable interpretation in line with the generally
accepted practices in international markets. Eni
estimates its proved reserves on the basis of the
mentioned criteria also when it participates in
exploration and production activities operated by other
entities.

From 1991 Eni has requested qualified independent oil
engineers companies to carry out an independent
evaluation2 of its proved reserves on a rotative basis. In
particular in 2005 a total of 1.64 billion boe of proved
reserves, or about 24% of Eni’s total proved reserves at
31 December 2005, have been evaluated. The results of
this independent evaluation confirmed Eni’s
evaluations, as they did in past years. In the 2003-2005
three-year period, independent evaluations concerned
84% of Eni’s total proved reserves.

› As part of its strategy of expansion in areas with high mineral potential, Eni enhanced its portfolio of mineral
rights via acquisition of exploration permits and production licenses located in Libya, India, Alaska, Brazil,
Nigeria, Australia, Pakistan and the Gulf of Mexico for a total acreage of 67,000 square kilometers (44,000 net to
Eni, of these 93% as operator)

› In May 2005, the new setup of the consortium operating the North Caspian Sea PSA was defined. As a result of
the transaction Eni’s operatorship interest in the Kashagan project increased from 16.67% to 18.52%. The
development plan of the field located in the Kazakh offshore section of the Caspian Sea aims at producing up to
13 billion barrels of recoverable reserves through partial gas reinjection and a $29 billion capital expenditure.
The development of the project is advancing as planned: first oil is expected by the end of 2008 and the
production plateau is targeted at over 1.2 million barrels/day

› As part of the Western Libyan Gas Project (Eni’s interest 50%) in August 2005 the offshore Bahr Essalam field
was started-up, less than a year after the start-up of the onshore Wafa field. Peak production of the two fields is
expected in 2006 at 256,000 boe/day (128,000 net to Eni). When fully operational in 2007 volumes produced
and carried to Italy via the Green Stream pipeline will be 8 billion cubic meters/year of natural gas (4 billion net
to Eni) already booked under long term supply contracts with operators

› In Angola oil production increased over 50% also due to significant startups: phase B of the development of
the fields discovered in the Kizomba offshore area in Block 15 (Eni’s interest 20%) and the North Sanha and
Bomboco oil, condensate and LPG fields in Block 0 former Cabinda (Eni’s interest 9.8%)

(2) From 1991 to 2002 to DeGolyer and MacNaughton, from 2003 also to Ryder Scott.
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Further information on reserves are provided in Note 35
to Eni’s consolidated financial statements - “Additional
financial statement disclosures required by U.S. GAAP
and the SEC - Supplemental oil and gas information for
the exploration and production activities - Oil and
natural gas reserves”.

Eni’s net proved reserves of hydrocarbons at
31 December 2005 were 6,837 million boe (oil and
condensates 3,773 million barrels; natural gas 3,064

million boe) decreasing 381million boe from
31 December 2004, due to an estimated 478 million
boe adverse entitlement impact in certain PSAs and
buy-back contracts resulting from higher oil prices
(Brent price was 40.47 dollars/barrel at 31 December
2004 and 58.205 dollars/barrel at 31 December 2005).
Excluding the adverse price impact, the reserve
replacement ratio was 115% (40% taking account of the
price impact). The average reserve life index is 10.8
years (12.1 at 31 December 2004).

Evolution of proved reserves in the year (million boe)

Net proved reserves at 31 December 2004 7,218

Revisions, extensions and discoveries and improved recovery 625

Production for the year (634) (9)

7,209

Purchase of proved property 106

Price impact in PSAs and buy-back contracts (478)

Net proved reserves at 31 December 2005 6,837

Proved reserves of oil and condensates
by geographic area at year end

3,773 million barrels

6% Italy

26% North Africa

25% West Africa

11% North Sea

32% Rest of the World

Proved natural gas reserves
by geographic area at year end

3,064 million boe

21% Italy

35% North Africa

11% West Africa

11% North Sea

22% Rest of World

Additions to proved reserves booked in 2005 were 625
million boe, before the adverse price impact on PSAs
and buy-back contracts (478 million boe). Including the
adverse price impact additions were 147 million boe
and derived from: (i) extensions and discoveries (156
million boe) in particular in Nigeria, Norway, Kazakhstan
and Algeria; (ii) improved recovery (89 million boe) in
particular in Algeria, Angola and Kazakhstan. These
increases were offset in part by net downward revisions
of 98 million boe mainly in Kazakhstan, Angola and
Libya in connection with the price impact. Upward
revisions were registered in Algeria, Norway and Congo.
A total of 106 million boe of proved reserves were
purchased in Kazakhstan, Australia, Italy and Angola.

At 31 December 2005, proved developed reserves
amounted to 4,306 million boe (oil and condensates
2,350 million barrels, natural gas 1,956 million boe) or
63% of total proved reserves (60% as of 31 December
2004).

Proved reserves of hydrocarbons applicable to
long-term supply agreements with foreign
governments in mineral assets where Eni is operator
represented approximately 11% of all proved reserves at
31 December  2005 (10% at 31 December 2004).
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Mineral right portfolio
and exploration activities
As of 31 December 2005, Eni’s portfolio of mineral
rights consisted of 1,041 exclusive or shared rights3 for
exploration and development in 34 countries on five
continents for a total net acreage of 266,000 square
kilometers4 (234,180 at 31 December 2004). Of these,
55,098 square kilometers concerned production and
development (41,997 at 31 December 2004). Outside
Italy net acreage increased by 41,403 square kilometers
mainly due to the acquisition of assets after
international bid procedures in Libya, Egypt, India,
Pakistan, Angola, Algeria, the United States and Ireland
and purchases of mineral assets in Nigeria, Alaska and
Australia. These increases were offset in part by releases
in particular in Italy, Brazil, Congo, Morocco and Tunisia
and divestments of assets in the British section of the
North Sea. In Italy net acreage declined by 9,582 square
kilometers due to releases.

A total of 52 new exploratory wells were drilled (21.8 of
which represented Eni’s share), as compared to 66
exploratory wells completed in 2004 (29.5 of which
represented Eni’s share). Overall success rate was 39.3%
as compared to 52.1% in 2004; the success rate of Eni’s
share of exploratory wells was 47.4% as compared 57.3%
in 2004.

Production
In 2005 oil and natural gas production was 1,737,000
boe/day, up 113,000 boe from 2004, or 7%. This increase
was 9% without taking into account the price effect on
PSAs and buy-back contracts. Production increases were
registered in particular in Libya, Angola, Iran, Algeria,
Egypt and Kazakhstan. These increases were partly
offset by: (i) lower production entitlements (down
32,000 boe/day) in PSAs and buy-back contracts

(3) Of these, 5 exploration permits are owned through joint ventures.
(4) Of these 27,422 square kilometers are owned through joint ventures.

8,000 million boe years

Proved reserves of hydrocarbons and life index
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2003 20052004

Oil and condensates

Natural gas

Life index

Net proved hydrocarbon reserves (1) (2) (million boe) 2003 2004 2005 Change % Ch.

Italy 996 890 868 (22) (2)

oil and condensates 252 225 228 3 1

natural gas 744 665 640 (25) (4)

North Africa 2,024 2,117 2,047 (70) (3)

oil and condensates 1,080 993 979 (14) (1)

natural gas 944 1,124 1,068 (56) (5)

West Africa 1,324 1,357 1,285 (72) (5)

oil and condensates 1,038 1,056 942 (114) (11)

natural gas 286 301 343 42 14

North Sea 912 807 758 (49) (6)

oil and condensates 529 450 433 (17) (4)

natural gas 383 357 325 (32) (9)

Rest of World 2,016 2,047 1,879 (168) (8)

oil and condensates 1,239 1,284 1,191 (93) (7)

natural gas 777 763 688 (75) (10)

Total 7,272 7,218 6,837 (381) (5)

oil and condensates 4,138 4,008 3,773 (235) (6)

natural gas 3,134 3,210 3,064 (146) (5)

(1) From 1 January 2004 in order to conform to the practice of other international oil companies, Eni unified the conversion rate of natural gas from cubic meters to boe. A
conversion rate of 0.00615 barrels of oil per one cubic meter of natural gas was adopted. The change introduced did not affect the amount of proved reserves recorded in
boe at 31 December 2003.
(2) Includes Eni’s share of proved reserves of equity-accounted entities (41 million boe in 2005).



E N I A N N UA L  R E P O RT  /  O P E R AT I N G  R E V I E W

18

resulting from 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 16,000 boe/d) and
of hurricanes in the Gulf of Mexico (down 10,000
boe/d). The share of production outside Italy was 85%
(83.3% in 2004).
Production of oil and condensates (1,111,000 barrels/d)
was up 77,000 barrels from 2004, or 7.4%, due to
increases registered in: (i) Angola, due to full production
of the Hungo and Chocalho fields within phase A of the

development of the Kizomba area in Block 15 and the
start-up of the Kissanje and Dikanza fields within phase B
of the same project in Block 15 (Eni’s interest 20%) and
the start-up of the Sanha-Bomboco fields in area B of
Block 0 (Eni’s interest 9.8%); (ii) Libya, due to full
production at the onshore Wafa field and the start-up of
the offshore Bahr Essalam field within the Western
Libyan Gas Project (Eni’s interest 50%); (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 fields

Hydrocarbon production (1) (2) (thousand boe/d) 2003 2004 2005 Change % Ch.

Italy 300 271 261 (10) (3.7)

oil and condensates 84 80 86 7 7.5

natural gas 216 191 175 (16) (8.4)

North Africa 351 380 480 100 26.3

oil and condensates 250 261 308 47 18.0

natural gas 101 119 172 53 44.5

West Africa 260 316 343 27 8.5

oil and condensates 236 285 310 25 8.8

natural gas 24 31 33 2 6.5

North Sea 345 308 283 (25) (8.1)

oil and condensates 235 203 179 (24) (11.8)

natural gas 110 105 104 (1) (1.0)

Rest of World 306 349 370 21 6.0

oil and condensates 176 205 228 23 11.2

natural gas 130 144 142 (2) (1.4)

Total 1,562 1,624 1,737 113 7.0

oil and condensates 981 1,034 1,111 77 7.4

natural gas 581 590 626 36 6.1

(1) Includes natural gas consumed in operations (44,000, 38,000 and 26,000 boe/day in 2005, 2004 and 2003 respectively).
(2) Includes Eni’s share of production of equity-accounted entities.
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(Eni operator with a 60% interest); (iv) Algeria, due to full
production at the Rod and satellite fields (Eni operator
with a 63.96% interest); (v) Kazakhstan, in the
Karachaganak field (Eni co-operator with a 32.5%
interest) due to increased exports through the Caspian
Pipeline Consortium’s pipeline linking the field to the
Novorossiysk terminal on the Russian coast of the Black
Sea; (vi) Italy, due to increased production in Val d’Agri
resulting from full production of the fourth treatment
train of the oil center. 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.

Production of natural gas (626,000 boe/d) was up
36,000 boe from 2004, or 6.1%, reflecting primarily
increases registered in Libya, due to full production at
the Wafa field and the start-up of the Bahr Essalam field
(Eni’s interest 50%), Egypt, for the start-up of the
Barboni field and the Temsah 4 platform in the offshore
of the Nile Delta, Kazakhstan and Pakistan. These
increases were offset in part by the declines registered
in particular in Italy due to declining mature fields, the
effect of the divestment of assets effected in 2004 and
of the hurricanes in the Gulf of Mexico.
Oil and gas production sold amounted to 614.9 million
boe, up 37 million boe, or 6.4%. The 19.3 million boe
difference over production was due essentially to own
consumption of natural gas (16.2 million boe).
About 68% of oil and condensate production sold (402.6
million barrels) was destined to Eni’s Refining & Marketing
segment (70% in 2004). About 44% of natural gas
production sold (34.5 billion cubic meters) was destined
to Eni’s Gas & Power segment (40% in 2004).

Main exploration
and development projects

NORTH AFRICA

Algeria Exploration activities yielded positive results in
permits P 404 in area C (Eni’s interest 25%) near the
HBNE field with the SFSW-3 appraisal well on the Sif
Fatima discovery and P 403 c/e (Eni’s interest 33.33%)
with the ZNNW-1 appraisal well. In both permits the
presence of hydrocarbons was confirmed at a depth of
about 3,000 meters.

In Block P 403a/d (Eni’s interest 50%) the NFW ROM-6
discovery well and the ROM North-1 appraisal well were
drilled at a depth of about 3,400 meters and confirmed
the extension of the new oil levels in the ROM field. The

2,000 million boe/d %

Hydrocarbon production and share outside Italy
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Oil and condensate production
by geographic area

1,111 thousand barrels/d

8% Italy

28% North Africa

28% West Africa

16% North Sea

20% Rest of World

Natural gas production
by geographic area 

626 thousand boe/d

28% Italy

27% North Africa

5% West Africa

17% North Sea

23% Rest of World
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ROM integrated development project entails
production from these new levels also through the
reinjection of gas produced in the nearby BRN field,
reducing gas flaring by nearly 90%. Peak production at
ROM is expected at 31,000 barrels/day (16,000 net to
Eni) in 2009.

The EKT, EMK, EMN and EME fields are in the
development phase in block 208 (Eni’s interest 12.25%).
The development plan provides for the drilling of 142
wells and the construction of a central facility for the
production of stabilized oil, condensates and LNG.
Startup is expected in 2008 with peak production of
155,000 barrels/day (13,000 net to Eni) in 2010.

Egypt Exploration yielded positive results in the
following concessions: (i) Ashrafi (Eni’s interest 50%) in
the Gulf of Suez with the drilling of the NFW Ashrafi 1X
well that found hydrocarbons at a depth of 1,600-1,700
meters; (ii) Belayim Land (Eni’s interest 50%) with the
drilling of NFW BLSW-1 well that found gas at a depth of
over 3,000 meters; (iii) Belayim Marine (Eni’s interest
50%) in the Gulf of Suez with the drilling of the BMNW-4
outpost well which allowed to report mineralized levels
at a depth of about 3,000 meters. This well was linked to
the existing production facilities; (iv) North Port Said
(Eni operator with a 50% interest) with the drilling of the
PFM-D-1 well which found gas and condensates at a
depth of about 5,000 meters. This well is the first
discovery of a new exploration theme in oligocenic
formations and starts a new exploration phase in deep
water with very high mineral potential.

Development activities are underway in concessions in
the offshore of the Nile Delta: (i) North Port Said (Eni’s
interest 50%) where the Barboni gas platform started
production in May 2005 at an initial level of about 1
million cubic meters/day while work continued for the
expansion of the el Gamil terminal where in 2005
natural gas production net to Eni increased from 11 to
13 million cubic meters/day; (ii) el Temsah (Eni operator
with a 25% interest) where in August 2005 gas and
liquid production started at the Temsah 4 platform. In
the second quarter of 2006 production of gas and
condensates will start from platform Temsah NW. Peak
production at 139,000 boe/day (41,000 net to Eni) is
expected in 2008.

Libya In October 2005 following an international bid
procedure Eni obtained an exploration license as operator
of 4 onshore blocks with a total acreage of 18,221 square

kilometers, located in the Murzuk basin (161/1, 161/2&4,
176/3) and in the Kufra area (186/1, 2, 3, 4).

Exploration yielded positive results in offshore block
NC-41 (Eni operator with a 50% interest) with the
drilling of well NFW T1-NC41 which found oil and gas at
a depth of 2,770 meters and yielded 4,600 barrels/day
of oil and 370,000 cubic meters/day of gas in test
production.

As part of the Western Libyan Gas project (Eni’s interest
50%), less than one year after the start-up of the
onshore Wafa field, the Bahr Essalam field located in the
NC-41 permit in the Mediterranean offshore started
production. The field is developed by means of the
Sabratha platform to which 38 producing wells will be
connected, of these 26 have already been drilled. Oil
and gas are carried through two underwater pipelines
to the Mellitah treatment plant on the Libyan coast.
Peak production from the two fields at 256,000 boe/day
(128,000 boe/day net to Eni) is expected in 2006.
Natural gas is carried to Italy through the Greenstream
pipeline. When fully operational in 2007 the gasline will
allow the export and sale of 8 billion cubic meters per
year (4 billion net to Eni) to third parties on the Italian
natural gas market under long term contracts. In
addition 2 billion cubic meters of gas per year will be
sold on the Libyan market.

In the NC-174 permit (Eni’s interest 23.33%) about 800
kilometers south of Tripoli the development of the
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Elephant oil field continued. In October 2005 the new
725-kilometer long pipeline linking it to the Mellitah
plant started operations. The upgrading of the Mellitah
plant will be completed in the first half of 2006. The
field is expected to reach a peak production of 150,000
barrels/day (35,000 net to Eni) in the second half of
2006.

WEST AFRICA

Angola Offshore exploration activities were successful in
the following areas: (i) Block 0, former Cabinda (Eni’s
interest 9.8%) with the NFW 70-5X well that found
hydrocarbons at a depth of 2,335 meters and yielded
2,000 barrels of oil/day and natural gas in test
production; (ii) Block 14K/A-IMI (Eni’s share 10%) with
the drilling of the Lianzi-2ST and Lianzi-2OH appraisal
wells on the Lianzi discovery which showed the
presence of natural gas and oil layers at a depth of more
than 3,000 meters; (iii) Block 15 (Eni’s interest 20%)
with the Batuque-3 appraisal well on the Batuque
discovery which confirmed the presence of
hydrocarbons at a depth of about 2,000 meters.

Between January and May 2005 in area B of Block 0
former Cabinda (Eni’s interest 9.8%) production started
at the oil, condensate and LPG offshore fields North
Sanha and Bomboco. 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 50%. Peak production

of oil, condensates and LPG is expected at 100,000
barrels/day (10,000 barrels/day net to Eni) in 2007.

The project is underway for the development of the
Benguela, Belize, Lobito and Tomboco oilfields at a
depth between 300 and 500 meters in Block 14 (Eni’s
interest 20%). The project provides for the drilling of 50
wells and the installation of a compliant tower with
production facilities for Benguela/Belize. The first oil
was produced in January 2006. Lobito and Tomboco will
be developed by means of underwater completion and
are going to be connected to the compliant tower of
Benguela/Belize with start-up scheduled in the second
half of 2006. Peak production from the four fields is
expected in 2008 at 188,000 barrels/day (32,000 net to
Eni).

In July, as part of Phase B of the development of
discoveries in the Kizomba offshore area in Block 15
(Eni’s interest 20%) the Kissanje and Dikanza fields were
started up five months ahead of schedule at a water
depth between 1,000 and 1,300 meters. The project
provides for the drilling of 58 wells (34 producing and
24 injection), the installation of a Tension Leg Platform
for Kissanje and an underwater production system for
Dikanza. Production will be treated at an FPSO vessel
common to both fields with a capacity of 250,000
barrels/day and a storage capacity of over 2 million
barrels. Production peaked at 47,000 barrels/day net to
Eni at year end 2005.
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Nigeria In September 2005 Eni acquired as operator the
OML 120 and OML 121 development licenses from
Nigerian companies. The concessions, where the Oyo field
was discovered, are located approximately 70 kilometers
offshore the western coast of the Niger Delta in Nigeria.
Two exploration wells are going to be drilled in 2006.

Exploration yielded positive results in the offshore OML
125 block (Eni operator with a 50.2% interest) with the
drilling of the Abo 8 appraisal well that found oil layers
at a depth of 2,142 meters and in the offshore OPL 219
block (Eni’s interest 12.5%) with the drilling of the Bolia
3X appraisal well that found oil levels at a depth of over
3,000 meters.

As part of the plan for increasing the treatment capacity
of the Bonny liquefaction plant (Eni’s interest 10.4%) the

fourth and fifth treatment trains started operations in
November and December 2005, respectively. When
fully operational these trains will increase production
capacity from 9 to 17 million tonnes/year of LNG (from
11.5 to 23 billion cubic meters/year of natural gas
feedstock). When the two new trains are fully
operational supplies of natural gas will reach 65 million
cubic meters/day (6.25 million cubic meters/day being
Eni’s share).

In November 2005 the Bonga oil field (Eni’s interest
12.5%), situated in the OML 118 permit offshore Nigeria
in waters of a depth between 950 and 1,150 meters,
was started up. Development is achieved by means of

an FPSO vessel connected to 17 producing wells (9
already drilled). Production is expected to peak at
200,000 barrels/day (23,000 net to Eni) in 2006.

The Forcados/Yokri oil and gas fields (Eni’s interest 5%)
are currently under development in the onshore and
offshore of the Niger Delta. Development is expected to
be completed in February 2007 as a part of the
integrated associated gas gathering project aimed at
providing natural gas supplies to the Bonny liquefaction
plant. Offshore production facilities have been installed
and 25 of the planned 30 wells have been drilled. Peak
production from these fields at 126,000 boe/day (6,000
net to Eni) is expected in 2006.

In April 2005, the Okpai power station (Independent
Power Plant, Eni’s interest 20%) started operations, with

a generation capacity of 480 megawatts on two gas and
one steam turbines. The power station is fed with gas
from the nearby Kwale fields in permit OML 60 (Eni
operator with a 20% interest) which will supply 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 reduce CO2 emissions in
the atmosphere.

Exploration discoveries
ALGERIA ROM 6 (100% Op.)
AUSTRALIA Vesta 1 (40% Op.)
BRAZIL Belmonte 1 (100% Op.)
CHINA HZ 25-4-1 (100% Op.)

HZ 25-3-2 (33% Op.)
EGYPT Belayim L SW 1 (100% Op.)

Port Fouad MD 1 (100% Op.)
INDONESIA Aster 2&3 (62% Op.)
LIBYA T1-NC 41 (100% Op.)
NIGERIA Abo 8 (50% Op.)

Bolia 3X (12,5%)
Bonga N2 (12,5%)

NORWAY Goliath/Barents Sea (65% Op.)
PAKISTAN Dujan 1 (32%)
TUNISIA Nour 1 (50%)
USA Allegheny South (100% Op.)

Production start-ups
ALGERIA Rod 403 D (1Q05 - Op.)
ANGOLA Bomboco/Sanha Cond. (2Q05)

Kizomba B (3Q05)
Belize Benguela (1Q06)

AUSTRALIA LNG Bayu Undan (1Q06)
CHINA HZ 19-2 (1Q05)
CROATIA Ika/Ida (1Q06 - Op.)
EGYPT Barboni (2Q05 - Op.)
LIBYA Bahr Essalam (3Q05 - Op.)
NIGERIA Bonga (4Q05)

4&5 Train LNG (4Q05) 
NORWAY Kristin (4Q05)

Svale/Staer (4Q05)
PAKISTAN Rehmat (1Q05)
USA K-2 (2Q05 - Op.)

Main start-ups and exploration discoveries



exploiting synergies with the nearby Norne production
facilities. Production is expected to peak at 56,000
barrels/day (6,000 net to Eni) in 2006.

United Kingdom In July 2005 Eni divested some
exploration assets located in the central section of the
North Sea.
Exploration yielded positive results in the P/233 permit
in blocks 15/25a (Eni’s interest 12%) in the central
section of the North Sea with the NWF 15/25°-DD well
drilled at a depth of over 2,000 meters and flowed
about 4,000 barrels/day of high quality oil and natural
gas in test production.

In November 2005 the British government announced
that it will increase income taxes by levying a
supplementary charge increase of 10 percentage points

(from 10 to 20%). This will adversely impact the Eni
Group’s tax rate by estimated 1.2 percentage points in
2006 as compared to 2005. Approximately half of the
expected increase will relate to a provision for deferred
taxation. Given the expected production decline of the
area, the adverse impact of higher rates of taxes in the
United Kingdom will diminish with time.

REST OF WORLD

Alaska In August 2005, Eni purchased 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

NORTH SEA

Norway In the PL229 permit (Eni’s interest 65%), where
the Goliath discovery was made, Eni obtained an
extension of its exploration license to 15 May 2007.
Exploration was successful with the drilling of the
7122/7-3 appraisal well on the Goliath discovery that
reached a depth of 2.701 in waters 343 meters deep
and found a hydrocarbon bearing layer 180 meters
thick. A new appraisal of the Goliath area through the
drilling of other wells is planned aimed at starting the
commercial development of the field.

In November 2005 production started at the Kristin oil
and gas field (Eni’s interest 8.25%) located in the PL134
permit in the Haltenbanken area about 200 kilometers
off the coast in the Norwegian Sea. Oil production is
treated on a semi-submersible platform with a capacity

of 125,000 barrels/day. Production is expected to peak
at 218,000 boe/day (18,000 net to Eni) in 2007. In the
same permit the Tofte formation discovered with the
first producing well on Kristin will be developed. The
synergies with the Kristin production facilities will allow
a viable development of the nearby Tyrihans field (Eni’s
interest 7.9%), expected to start-up in 2009, in
coincidence with the expected production decline of
Kristin.

In November 2005 the Svale and Stær oil fields in the
PL128 permit (Eni’s interest 11.5%) were started up,
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Mineral portfolio development - New acquisitions Increases
ALGERIA 1 onshore right
ANGOLA 1 offshore right
EGYPT 3 onshore rights

2 offshore rights  
IRELAND 4 offshore rights
LIBYA 4 onshore rights
NIGERIA 2 offshore rights
PAKISTAN 4 onshore rights 

2 offshore rights
USA 30 deepwater rights

New areas
ALASKA 77 onshore rights

27 offshore rights
SAUDI ARABIA 1 onshore right
BRAZIL 1 offshore right
INDIA 1 onshore right

1 deepwater right
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the pre-development phase holding estimated 170
million barrels of oil of reserves.

Australia Offshore exploration was successful in:
(i) Block AC/P-21 (Eni’s interest 40%) with the NFW
Vesta-1 well that located natural gas at a depth of over
3,300 meters; (ii) Block WA-25-L (Eni’s interest 65%)
with the Woollybutt-4 appraisal well which confirmed
the presence of oil in the western extension of
Wollybutt-3 at a depth of over 2,000 meters; (iii) Block
WA-208 P (Eni’s interest 18.66%) with the NFW
Hurricane-1 well that identified natural gas at a depth of
over 3,000 meters.

In December 2005 Eni purchased further interests and
reached 100% in permits WA 279-P and WA 313-P in the
Bonaparte offshore basin off the northern coast of
Australia where the Blacktip and Penguin fields are
located. In the same basin Eni purchased a 39% interest
in the WA 34-R permit where the Rubicon-Prometeus
field is located.

In December 2005 Eni signed Heads of Agreement with
the Darwin Power and Water Utility Company for the
supply of a total amount of 20 billion cubic meters of
natural gas from the Blacktip field for a 25-year period
starting in January 2009. Further volumes may be
supplied in the future.

Brazil In January 2006 following an international bid
procedure held in October 2005 Eni acquired the
operatorship of a six-year exploration license in Block
BM Cal-14, covering an area of about 750 square
kilometers in the deep waters of the Camamu-Almada
basin, about 1,300 kilometers north of Rio de Janeiro.
In March 2005 the exploration license of Block BM-C-3
(Eni’s interest 40%) has been converted into an appraisal
area. The test phase of the Peroba discovery well
containing oil is scheduled within the first half of 2006.
Exploration yielded positive results in Block BM-S-4
(Eni’s interest 100%) with the drilling of the NFW
Belmonte-1A well which found natural gas at a depth of
over 5,000 meters. The relevant authorities allowed a
third exploration period for this block which will last
two years and provides for the drilling of one well.

China Offshore exploration activity yielded positive
results in Block 16/19 (Eni’s interest 33%) in the South
China Sea about 180 kilometers south east of Hong
Kong with the drilling of the HZ25-4-1 well (Eni’s
interest 100%), which found hydrocarbons at a depth of
about 4,000 meters and flowed about 5,000 barrels/day
of high quality oil in test production. The HZ25-4 field

will be started up by means of the production facilities
existing in the area. In Block 16/19 the HZ25-3-2
appraisal well confirmed the extension of the reserves
of the HZ25-3 oil field.

India In July 2005, Eni has been awarded the right to
conduct exploration activities as operator in Blocks 8
and D-6, following an international bid tender. Block 8
(Eni’s interest 34%) is located onshore in Rajasthan in
the northwest of India, and extends for 1,335 square
kilometers. 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 contract marks the
beginning of Eni’s upstream activities 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.

Indonesia Offshore exploration activity yielded positive
results in the Bukat block (Eni operator with a 41.25%
interest) in the Tarakan basin offshore Borneo with the
drilling of appraisal wells on the Aster oil discovery
made in 2004. The Aster 2 and 3 wells confirmed the
presence of additional reserves of high quality
hydrocarbons and the exploration potential of the
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basin. In 2006 and 2007 further appraisal activities are
scheduled in order to reach a definition of the field’s
development plan.

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. When fully operational in 2006 the treatment
plant will produce 20 billion cubic meters/year of
natural gas and over 90,000 barrels/day of condensates
(33,000 net to Eni). In the short term it will also
produce 1 million tonnes/year of LPG.

Kazakhstan As part of the North Caspian Sea PSA for the
development of the Kashagan field where Eni is
operator, on 31 March 2005 Eni and the other members
of the consortium, except for one, purchased 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 (KMG), new partner in
the PSA with an 8.335% interest. Following these two
transactions (the sale to KMG was closed in May 2005),
Eni increased its interest from 16.67% to 18.52% and
continues acting as operator. The outlay for this
transaction amounted to dollar 200 million. The
development plan of the Kashagan field, considered the
most important discovery of the past thirty years, to be
implemented in multiple phases, aims at the
production of up to 13 billion barrels of oil reserves by
means of partial reinjection of gas. Production is
expected to start in 2008 at an initial level of 75,000

barrels/day and to increase to 450,000 barrels/day at
the end of the first development phase. Production
plateau is targeted at 1.2 million barrels/day. The total
capital expenditure is estimated at dollar 29 billion (5.4
billion being Eni’s share), this amount does not include
the capital expenditure for the construction of the
infrastructure for exporting production to international
markets, for which various options are under scrutiny by
the consortium. At 31 December 2005, the total
amount of contracts awarded for the development of
the field was over dollar 8.8 billion for the completion of
the first phase of the field’s development plan (sections
1 and 2) which includes the drilling of development
wells, the construction of infrastructure for developing
the field and for offshore production (drilling, treatment
and reinjection of sour gas for maximizing the oil yield)
and onshore treatment plants. The most advanced
techniques are going to be applied in the construction
of the planned plants in order to cope with high
pressures in the field and the presence of hydrogen
sulphide.

At the Karachaganak field (Eni co-operator with a 32.5%
interest) the new gas treatment and injection plants
allowed to ship 42,500 barrels/day net to Eni,
corresponding to 41.7% of oil and gas produced by the
field net to Eni, to the terminal of the North Caspian
Pipeline Consortium (Eni’s interest 2% corresponding to
a transport right of a maximum of 3 million
tonnes/year) at Novorossiysk on the Black Sea. The
Phase 2M (Maintenance) of the Karachaganak project
continued according to plans.
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Mozambique In March 2006, following an international
bid tender, Eni obtained the exploration license for
Area 4, located in the deep offshore of the Rovuma
Basin 2,000 kilometers north of Maputo. The block
covers an area of 17,646 square kilometers in an
unexplored geological basin with great mineral
potential according to surveys performed.

Pakistan Eni purchased the Indus M and Indus N
exploration permits in the offshore of the Indus Delta
with a total area of 5,000 square kilometers. The
Rehmat non operated field (Eni’s interest 30%) was
started-up. In May 2005 in the Gambat permit the
Dulyan-1-Reentry well was drilled and confirmed the
presence of natural gas. After the completion of
production tests, evaluations are underway.

Turkey In November 2005 an agreement has been
reached for the preparation of a feasibility study on the
development of a new oil pipeline connecting the
Turkish port of Samsun, on the Black Sea, with Ceyhan,
on Turkey’s Mediterranean coast. The new
transportation system will include: (i) a new loading
terminal in Samsun; (ii) a 560-kilometer long pipeline
with transport capacity of 1 million barrels of oil per
day; (iii) oil storage facilities to be built in Ceyhan. The
construction of a pipeline represents a faster,
environmentally safer and more economic alternative
to the transportation of oil by ship through the Turkish
Straits of the Bosphorus and Dardanelles. It also
represents a good route for exporting Eni’s production
from fields in the Caspian Sea area.

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

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 7,000 boe per day (net to
Eni) is expected in 2007.

Venezuela The development of the Corocoro oil field
(Eni’s interest 26%) in the West Paria Gulf is underway.
The development plan provides for two phases, with
the second one depending on the results of the first one
in terms of production from wells and reaction of the
field to water and gas reinjection. Production is
expected to start in 2008 with a peak of about 70,000
barrels/day (17,000 net to Eni) in 2009.

In December 2005 Eni signed a transition agreement
with the Venezuelan state company PDVSA under which
the parties agreed to negotiate the terms for a
transition to the new contractual regime of the
“empresa mixta”, a new company to which titles and
mineral assets of the Dación filed will be transferred
with PDVSA holding the majority stake. Until the closing
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of the new contractual regime, Eni’s activities will be
subject to the terms and conditions of the existing
Operating Service Agreement. Negotiations are
underway and currently it is not possible to foresee
their outcome.

ITALY

In Italy development activities concerned in particular:
(i) continuation of the development plan of the
onshore Candela and Miglianico fields and the
completion of the development of the Naide field;
(ii) continuation of drilling and connection of
development wells in the Val d’Agri; (iii) the
optimization of producing fields by means of
sidetracking and infilling (the Annabella, Armida,
Barbara, Garibaldi gas fields and the Rospo oilfield);
(iv) construction of an additional sealine for the optimal
management of the fields connected to the Fano
terminal; (v) the beginning of the development phase of
the Annamaria field.

As part of the development of onshore gas fields in
Sicily the following projects are in an advanced phase:
(i) Pizzo Tamburino, the first PT1 well is scheduled for
the second half of 2006 with expected production of
approximately 1,000 boe/day; in 2007 according to the
actual production of PT1 a second well PT2 is expected
to be connected to PT1; (ii) Fiumetto, the infilling well
F4 is going to start production in the first half of 2007
with an expected peak flow of approximately 1,200
boe/day; (iii) Samperi 1, startup is expected in the
second half of 2006 peaking at approximately 1,300
boe/day.

Exploration expenditure concerned essentially northern
Italy where the drilling of 3 wells began (2 completed
before year end, 6 completed in 2004). Exploration
yielded positive results with the Mezzocolle 1 well (Eni’s
interest 100%) containing natural gas in the Imola
permit in the central Apennines.

In December 2005 Eni acquired for o90 million
(including net financial debt transferred of o17 million)
a 90% interest in Sarcis SpA holding onshore
permits/concessions in Sicily from Ente Minerario
Siciliano in liquidation.

Capital expenditure
In 2005, capital expenditure of the Exploration
& Production segment amounted to o4,964 million
and concerned mainly development expenditure
(o3,952 million, o4,310 in 2004) directed mainly
outside Italy (o3,541 million), in particular in
Kazakhstan, Libya, Angola and Egypt. Development
expenditure in Italy (o411 million) concerned in
particular the completion of work for plant and
infrastructure in Val d’Agri and sidetrack and infilling
actions in mature areas.
Exploration expenditure amounted to o656 million
(o499 million in 2004), of which about 96% was
directed outside Italy. Outside Italy exploration
concerned in particular the following countries:
Norway, Egypt, the United States, Brazil and Indonesia.
In Italy exploration concerned essentially Northern Italy.
Expenditure for the purchase of proved and unproved
property amounted to o301 million and concerned:
(i) a further 1.85% stake in the Kashagan project with an
outlay of dollar 200 million; (ii) 104 exploration blocks
and two fields in the pre-development phase in
Northern Alaska; (iii) a 40% stake in the OML 120 and
OML 121 concessions under development in the
Nigerian offshore; (iv) a 50% interest in the WA-313-P
and a 53.8% interest in the WA-280-P permits in
Australia.
Capital expenditure for capital goods amounted to o55
million.
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Storage
Natural gas storage activities are performed by
Stoccaggi Gas Italia SpA (Stogit) to which such activity
was conferred on 31 October 2001 by Eni SpA and
Snam SpA, in compliance with article 21 of Legislative
Decree No. 164 of 23 May 2000, which provided for the
separation of storage from other activities in the field of
natural gas.
Storage services are provided by Stogit through eight
storage fields located in Italy, based on ten storage

concessions5 vested by the Ministry of Productive
Activities.
In 2005 Stogit increased the share of storage capacity
used by third parties that reached 56% (53% in 2004).
From the beginning of its operations Stogit markedly
increased the number of customers served and the
share of revenues from third parties: from a nearly
negligible amount, the latter accounted for 44% of total
revenues in 2005.

2002 2003 2004 2005

Available capacity

modulation and mineral (billion cubic meters) 7.1 7.1 7.5 7.5

- share utilized by Eni (%) 66 53 47 44

strategic (billion cubic meters) 5.1 5.1 5.1 5.1

Total customer (units) 20 30 39 44

Modulation and mineral service customer (units) 14 24 29 35

Regulatory framework
Decision No. 119/2005 “Adoption of guarantees
for the free access to natural gas storage services,
duties of subjects operating storage activities
and rules for the preparation of a storage code”
Decision No. 119/2005 defines the criteria for the
preparation of a storage code regulating the provision
of modulation, mineral and strategic storage services as
well as the service for the operating balancing of
transport enterprises; services are provided to users for
a period no longer than a thermal year following a
preset priority rule.
The decision determines the publication and
communication duties to the Authority for electricity
and gas and to users of storage services.

Decision No. 266/2005 “Notice of formal inquiry
on Stogit SpA leading to a possible
administrative sanction”
With Decision No. 266/2005 the Authority for
electricity and gas started an inquiry leading to a

possible administrative sanction (fine under
Law No. 481/1995) alleging that Stogit’s behavior does
not conform with the discipline contained in Decision
No. 119/2005 concerning access to and provision of
storage services.

Decision No. 50/2006 “Criteria for the determination
of tariffs for natural gas storage services”
On 3 March 2006, the Authority for electricity and gas
published a decision containing the criteria for
determining storage tariffs for the second regulated
period. This decision changes the regulation in force in
the first regulated period, introducing maximum
allowed revenues affecting the capacity component
(space and flow) and confirming the price cap
mechanism for the commodity component. It also
establishes a single national tariff.
The decision confirms the mechanisms for the
evaluation of net capital employed already defined for
the first regulated period; the return on capital
employed is reduced from 8.33% to 7.1% (pre-tax).

(5) Two of these are not yet operational.



Based on the new tariff regime and keeping into
account that all the capacity available in 2006 is
considered in the calculation of tariffs, revenues
expected in the thermal year from 1 April 2006 to
31 March 2007 amount to about o280 million,
decreasing 20% from the previous thermal year.
The decision contains also incentives to capital
expenditure for the development of storage by
recognizing an additional rate of return of 4% on the
basic rate for 8 years for capital expenditure increasing
capacity and for 16 years for the development of new
storage sites.
The decision changes some of the rules contained in
Decision No. 119/2005, in particular it confers injection

capacity and the attribution to customers of the
working gas remaining at the end of the discharge, it
also totally modifies the rules for the revenues
balancing and use of strategic storage.
Decision No. 56 of 16 March 2006 approved Stogit’s
tariff proposals for 2006-2007 thermal year.
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Gas & Power

(million euro) 2004 2005

Revenues (1) 17,302 22,969

Operating profit 3,428 3,321

Replacement cost operating profit 3,416 3,194

Adjusted operating profit 3,448 3,531

Capital expenditure 1,451 1,152

Employees at period end (units) 12,843 12,324

(1) Before elimination of intersegment sales.

› Natural gas sales (91.15 billion cubic meters) were up 8.8% due to increased demand for power generation in Italy
and the acquisition of new customers combined with growth in markets in the rest of Europe as a result of the
expansion strategy pursued by Eni

› The agreement signed by Eni, Amorim Energia and Rede Eléctrica Nacional – shareholders of Galp with 33.34,
13.312 and 18.30% respectively – confers stability to the shareholding structure of the Portuguese energy company
and sets the stage for future developments aimed at enhancing Eni’s investment. The Portuguese Government is
expected to sell part of its Galp holding through a public offer before the end of 2006
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NATURAL GAS

Supply of natural gas
In 2005, Eni’s Gas & Power division supplied 82.56
billion cubic meters of natural gas, with a 6.47 billion
cubic meters increase from 2004, up 8.5%, in line with
the increase in sales. Natural gas volumes supplied
outside Italy (71.83 billion cubic meters) represented
87% of total supplies (85% in 2004).

Volumes supplied outside Italy (71.83 billion cubic
meters) increased 7.04 billion cubic meters from 2004,
or 10.9% due to the reaching of full volumes from Libya
(3.29 billion cubic meters) and higher purchases from
Algeria (0.72 billion cubic meters). Imports of LNG
destined to Italy increased by 0.18 billion cubic meters
due to the partial resumption of supplies from
Sonatrach after the accident occurred in early 2004 at
the Skikda liquefaction plant. Also purchases from
Croatia increased (0.08 billion cubic meters) due to the

Supply of natural gas (billion cubic meters) 2003 2004 2005 Change % Ch.

Italy 12.16 11.30 10.73 (0.57) (5.0)

Russia for Italy 18.92 20.62 21.03 0.41 2.0

Russia for Turkey 0.63 1.60 2.47 0.87 54.4

Algeria 16.53 18.86 19.58 0.72 3.8

Netherlands 7.41 8.45 8.29 (0.16) (1.9)

Norway 5.44 5.74 5.78 0.04 0.7

Libya 0.55 3.84 3.29 n.m.

Croatia 0.65 0.35 0.43 0.08 22.9

United Kingdom 1.98 1.76 2.28 0.52 29.5

Algeria (LNG) 1.98 1.27 1.45 0.18 14.2

Others (LNG) 0.72 0.70 0.69 (0.01) (1.4)

Hungary 3.56 3.57 3.63 0.06 1.7

Other supplies Europe 0.04 0.12 1.18 1.06 n.m.

Outside Europe 1.14 1.20 1.18 (0.02) (1.7)

Outside Italy 59.00 64.79 71.83 7.04 10.9

Total supplies 71.16 76.09 82.56 6.47 8.5

Withdrawals from storage 0.84 0.93 0.84 (0.09) (9.7)

Network losses and measurement differences (0.61) (0.53) (0.78) (0.25) 47.2

Available for sale 71.39 76.49 82.62 6.13 8.0

› As part of its strategy of international expansion in LNG, Eni purchased 6 billion cubic meters/year for 20 years
of the regasification capacity of the Cameron terminal on the coast of Louisiana in the USA with start-up planned
for 2008-2009. This will allow Eni to sell in the United States part of its natural gas reserves in North Africa and
Nigeria

› Eni continues its development in power generation aimed at reaching 5.5 gigawatt of installed capacity by
2009; at year-end 2005 installed capacity was 4.5 gigawatt. The new combined cycle power plants will absorb
over 6 billion cubic meters/year of natural gas from Eni’s portfolio of supplies

› Eni defined the plans for the upgrade of transport capacity of pipelines carrying natural gas from Algeria and
Russia. When fully operational in the 2009-2010 thermal year these upgrades will allow an increase in import
capacity of about 13 billion cubic meters/year. All the new capacity will be made available to third parties
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start-up of supplies from the Marica field, in the Adriatic
offshore in November 2004. Supplies from the
Netherlands declined (0.16 billion cubic meters).
Supplies in Italy (10.73 billion cubic meters) declined by
0.57 billion cubic meters, or 5.0%, from 2004, due to a
decline in production of the Exploration & Production
segment.
In 2005, a total of 0.84 billion cubic meters of natural
gas were withdrawn from storage, net of volumes input
into sites of Stoccaggi Gas Italia SpA in Italy and of Gaz
de France in France, as compared to 0.93 billion cubic
meters in 2004.

TAKE-OR-PAY
In order to meet the medium and long-term demand
for 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 15 years. Existing
contracts, which in general contain take-or-pay clauses,
will ensure a total of about 67.3 billion cubic meters of
natural gas per year (Russia 28.5, Algeria 21.5,
Netherlands 9.8, Norway 6 and Nigeria LNG 1.5) 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 to Eni are currently being 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.
In 2005 Eni withdrew about 3.8 billion cubic meters
more than its minimum offtake obligation.

Sales of natural gas
In 2005 natural gas sales (91.15 billion cubic meters,
including own consumption and Eni’s share of sales of
affiliates1) were up 7.34 billion cubic meters from 2004,
or 8.8%. This increase concerned all areas, in particular
markets in the rest of Europe (up 3.15 billion cubic
meters, or 11.2%), the Italian market (up 2.39 billion
cubic meters, or 4.8%) and natural gas supplies for

Natural gas sales (billion cubic meters) 2003 2004 2005 Change % Ch.

Italy 50.86 50.08 52.47 2.39 4.8

Wholesalers (distribution companies) 15.36 13.87 12.05 (1.82) (13.1)

Gas release 0.54 1.95 1.41 261.1

End customers 35.50 35.67 38.47 2.80 7.8

Industries 13.17 12.39 13.07 0.68 5.5

Power generation 15.03 15.92 17.60 1.68 10.6

Residential 7.30 7.36 7.80 0.44 6.0

Rest of Europe 17.54 21.54 23.44 1.90 8.8

Outside Europe 1.09 1.17 1.17 .. ..

Total sales to third parties 69.49 72.79 77.08 4.29 5.9

Own consumption 1.90 3.70 5.54 1.84 49.7

Total sales to third parties and own consumption 71.39 76.49 82.62 6.13 8.0

Sales of natural gas of Eni’s affiliates (net to Eni) 6.94 7.32 8.53 1.21 16.5

Europe 6.23 6.60 7.85 1.25 18.9

Outside Europe 0.71 0.72 0.68 (0.04) (5.6)

78.33 83.81 91.15 7.34 8.8

Supply of natural gas

82.56 billion cubic meters

13% Italy

28% Russia

25% Algeria

16% Others

10% Netherlands

7% Norway

(1) Including also Nigeria LNG Ltd (Eni’s interest 10.4%).
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power generation at EniPower’s power stations (up 1.84
billion cubic meters, or 49.7%).
Natural gas sales in Italy (52.47 billion cubic meters)
were up 2.39 billion cubic meters from 2004, or 4.8%,
reflecting an increase in sales to end users, also due to a
cold winter, that concerned power generation (up 1.68
billion cubic meters or 10.6%), industries (up 0.68
billion cubic meters or 5.5%) and the residential and
commercial segment (up 0.44 billion cubic meters or
6%). These increases were offset in part by lower sales to
wholesalers (down 1.82 billion cubic meters or 13.1%)
related to the so called gas release2 carried out in
accordance with certain decisions of the Antitrust
Authority.
Natural gas sales in the rest of Europe (23.44 billion
cubic meters) were up 1.9 billion cubic meters, or 8.8%,
due to increases registered in: (i) supplies to the Turkish
market via the Blue Stream gasline (up 0.86 billion
cubic meters); (ii) sales under long-term supply
contracts to importers to Italy (up 0.57 billion cubic
meters), also due to reaching full supplies from Eni’s
Libyan fields; (iii) France, related to the increase in
supplies to industrial customers and to wholesalers (up
0.5 billion cubic meters); (iv) Germany and Austria
related to increased supplies (up 0.3 billion cubic
meters) to Eni’s affiliate GVS (Eni’s interest 50%) and
other operators.
Own consumption3 was 5.54 billion cubic meters, up
1.84 billion cubic meters from 2004, or 49.7%, reflecting
primarily higher supplies to EniPower due to the coming
on stream of new generation capacity.
Sales of natural gas by Eni’s affiliates, net to Eni and net
of Eni’s supplies, were 8.53 billion cubic meters and
related to: (i) GVS (Eni’s interest 50%) with 3.29 billion
cubic meters; (ii) Galp Energia (Eni’s interest 33.34%)
with 1.56 billion cubic meters; (iii) Unión Fenosa Gas

(Eni’s interest 50%) with 1.52 billion cubic meters;
(iv) volumes of natural gas (1.45 billion cubic meters)
treated at the Nigeria LNG Ltd liquefaction plant (Eni’s
interest 10.4%) in Nigeria sold to US and European
markets. As compared to 2004 sales increased 1.21
billion cubic meters, up 16.5%, in particular due to
higher sales by Unión Fenosa Gas.

Transmission and regasification
of natural gas

Eni transported 85.10 billion cubic meters of natural gas
in Italy, an increase of 4.69 billion cubic meters from
2004, or 5.8%, due to increasing demand related to
power generation and higher consumption in the
residential and commercial segment due to a cold
winter.

(2) In June 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 1 October 2004 to 30 September 2008 at the Tarvisio entry point into the Italian network.
(3) 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.

Sales of natural gas including own consumption

91.15 billion cubic meters

58% Italy

6% Own consumption

34% Rest of Europe

2% Outside Europe

Natural gas volumes transported (1) (billion cubic meters) 2003 2004 2005 Change % Ch.

Eni 51.74 52.15 54.88 2.73 5.2

On behalf of third parties 24.63 28.26 30.22 1.96 6.9

Enel 9.18 9.25 9.90 0.65 7.0

Edison Gas 7.49 8.00 7.78 (0.22) (2.7)

Others 7.96 11.01 12.54 1.53 13.9

76.37 80.41 85.10 4.69 5.8

(1) Include amounts destined to domestic storage.
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Natural gas volumes transported on behalf of third
parties (30.22 billion cubic meters) increased by 1.96
billion cubic meters, up 6.9%.
In 2005 Eni’s LNG terminal in Panigaglia regasified 2.49
billion cubic meters of natural gas (2.07 billion cubic
meters in 2004) discharging 79 tanker ships (68 in
2004). The increase in volumes regasified can be
attributed to higher availability of liquefied natural gas
on the market.

Development projects
LNG United States
As part of its strategy of expansion in the LNG business,
on 1 August 2005, Eni signed an agreement with the US
company Cameron LNG Llc (belonging to the Sempra
Energy group) to purchase a share of the regasification
capacity of the Cameron liquefied natural gas terminal
under construction in Louisiana expected to be
completed in 2008-2009. The share of regasification
capacity purchased amounts to 6 billion cubic meters
per year for a period of 20 years, which corresponds to
about 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 reserves from
North African and Nigerian fields in the United States.

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 Unión Fenosa Gas) that is
targeted to produce about 7 billion cubic meters/year.
The partners in the project (Unión Fenosa Gas, the
Egyptian company EGAS and oil producers Eni and BP)
are negotiating terms and conditions for an expansion of
the plant consisting in the construction of a second train
with the same capacity of the first one. Eni will supply
about 3 billion cubic meters/year of natural gas 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.

Galp
On 29 December 2005, Eni, Amorim Energia (a privately
held Portuguese company in which Sonangol, the
national oil company of Angola, holds a minority stake)
and Rede Electrica Nacional (REN) entered an eight-year
long agreement for the joint management of Galp
Energia (Galp). The agreement came in force on 29
March 2006 after the occurrence of all the suspensive
conditions, among which: (i) the authorization of the
European Commission issued on 24 March 2006; (ii) the

purchase on 28 March 2006 of a 1% stake in Galp by
Caixa (a primary Portuguese financial institution) which
also confirmed its participation in the agreement it had
signed on 29 December 2005; (iii) the change in the
powers of the Portuguese State in Galp (golden share)
resulting from the approval by Galp’s Shareholders’
Meeting held on 29 March 2006 of new by-laws
consistent with the agreement between Eni, Amorim
Energia, REN and Caixa.
At the present date shareholders of Galp are: Eni
(33.34%), the Portuguese State (17.711%), Parpublica
(12.293%), REN (18.30%), Amorim Energia (13.312%),
Iberdrola (4%), Caixa Geral de Depositos (1%), Setgas
(0.044%).
Key guidelines of the agreement are as follows: (i) the
establishment of a new set of corporate governance
rules setting, among others, percentages of share
capital voting rights necessary to make relevant
decisions; (ii) an industrial plan targeting the
achievement of a leading market position in natural gas,
refining and petroleum products marketing in the
Iberian Peninsula, an increase in the weight of upstream
activities in Galp’s asset portfolio and access to the
Portuguese electricity sector; (iii) placement of part of
the stake held by the Portuguese State in Galp through
an initial public offering by year-end of 2006;
(iv) spin-off of certain regulated asset of Galp (natural
gas transport network, storage sites and the Sines LNG
regasification plant) ideally by the end of 2006; those
assets are agreed to be sold to REN; (v) transfer of REN’s
stake in Galp to Amorim Energia within an 18-month
period from the effective date of the agreement; (vi) a
five-year lock-in period.
When effective, the agreement will replace the existing
agreement between Eni and the Portuguese State.

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

France
In July 2005 Eni signed a long term agreement with
French company EDF for the supply of 860 million cubic
meters/year of natural gas starting in October 2006.
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Blue Stream
In November 2005 the first section of the compressor
station at Dzhubga on the Russian coast of the Black Sea
started operating. This station is made up of three
turbocompressors and three turbogenerators and will
allow to increase volumes transported. The Blue Stream
gasline – owned by Blue Stream Pipeline Co in which Eni
and Gazprom hold equal shares – transports natural gas
produced in Russia to Turkey across the Black Sea by
means of two underwater pipelines each about
390-kilometer long reaching a depth of 2,150 meters. In
2005 the pipeline carried 5.03 billion cubic meters of
natural gas (50% were Eni’s share). Volumes transported
and marketed will increase progressively in future years
and are targeted to about 16 billion cubic meters per
year (8 billion net to Eni).

Upgrade of import gaslines
Eni has defined a program for the upgrade of transport
gaslines from Algeria and Russia.
The transport capacity of the TTPC gasline from
Algeria will increase by 6.5 billion cubic meters/year of
which 3.2 billion cubic meters starting on 1 April 2008
and 3.3 billion cubic meters/year starting on
1 October 2008 with an expected expenditure of
o345 million. A corresponding capacity on the TMPC
downstream gasline is already available. TMPC crosses
underwater the Sicily channel. 
The first section of the upgrade was assigned
to third parties in November 2005.
The transport capacity of the TAG gasline from Russia
will be increased by 6.5 billion cubic meters/year of
which 3.2 billion cubic meters starting on 1 October
2008 and 3.3 billion cubic meters/year starting on
1 April 2009 with an expected expenditure of o275
million. The first section of the upgrade was assigned to
third parties in February 2006.
Considering also the full capacity from 2006 of the
Greenstream gasline from Libya (8 billion cubic
meters/year) and the upgrade underway of the TAG
gasline in the light of the build-up of the fourth import
contract from Russia (up 4 billion cubic meters/year
from 2007), from 2009 a total of about 25 billion cubic
meters/year of new import capacity will be available.
Except for the 4 billion cubic meters/year of the Russian
contract, 14.4 billion cubic meters of this new capacity
have already been sold on the market and 6.6 billion
cubic meters/year will be sold under non discriminating
procedures.

Agreement between Eni and Gazprom/Gazexport
In October 2005 Eni and Gazprom agreed to promote a
new set of agreements aimed at widening their

cooperation agreeing also to cease the previous
agreement signed in May 2005. (See Eni’s Report on the
first half of 2005, Operating review, Gas & Power).
Negotiations are underway.

Sale of the water business
In March 2005, after receiving the authorization of the
Italian Antitrust Authority, Italgas divested its majority
interest (67.05%) in Società Azionaria per la Condotta di
Acque Potabili to Amga SpA and Smat SpA for a cash
consideration of o85 million (o15.57 per share).
In May 2005, after receiving the authorization of the
Italian Antitrust Authority, Italgas divested its 100%
interest in Acquedotto Vesuviano SpA to Gori SpA for a
cash consideration of o20 million.
The above transactions are part of Eni’s strategy of
concentrating its resources in its core natural gas
business.

Purchase of Siciliana Gas
On 28 December 2005 Eni signed an agreement for the
purchase of 50% of Siciliana Gas SpA and one share of
Siciliana Gas Vendite SpA held by Ente Siciliano per la
Promozione Industriale (ESPI) in liquidation (Sicily’s
industrial development agency) for o98 million. On
1 February 2006 the Italian Antitrust Authority
approved the transaction. With this purchase Eni
becomes the sole owner of Siciliana Gas SpA and
through this company also of 100% of Sicliana Gas
Vendite SpA.
Siciliana Gas SpA has been operating in Sicily since 1979
and holds the rights for the distribution of gas to 76
Sicilian municipalities, including Agrigento, Enna,
Trapani and Gela (of these 70 concessions are
operating) through a 2,600-kilometer long network and
with 186 employees. It owns Siciliana Gas Vendite SpA
operating in the sale of natural gas to end users with
approximately 215,000 customers and sales volumes of
about 190 million cubic meters per year and 50
employees.

Toscana Energia SpA
On 24 January 2006, Eni, Italgas and the local authorities
partners of Fiorentina Gas SpA and Toscana Gas SpA
signed a framework agreement for developing an
alliance in the area of natural gas distribution and sale.
As part of the agreement, the partners incorporated
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Toscana Energia SpA (Eni’s interest 48.7% the remaining
51.3% interest being held by municipalities and local
banks) to which they contributed in kind their interests
in Fiorentina Gas and Toscana Gas. These two
companies operate in natural gas distribution to 97
municipalities through a 7,900-kilometer long network
serving 1.6 million customers.
They will be merged in Toscana Energia within two years
under the framework agreement. The local authorities
partners will play a role of strategic guidance and
control, while Italgas is the industrial partner and has
operating and management responsibilities.
The agreement provides also for the establishment of a
regional sales company (600,000 customers, 1.1 billion
cubic meters sold in 147 Tuscan municipalities) under
Eni’s control, through the merger of Toscana Gas Clienti
SpA (Eni’s interest 46.1% through Italgas) and Fiorentina
Gas Clienti SpA (Eni’s interest 100%).

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

TTPC
On 15 February  2006, the Antitrust Authority informed
Eni of the closing of an inquiry started in February 2005
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 31 March 2003 by TTPC with four shippers, who had
been assigned new transport capacity on TTPC’s
pipeline, due to the non occurrence of certain
suspensive clauses. Therefore TTPC decided to not
proceed to the planned upgrade of the pipeline by
2007.
In January 2006 Eni submitted to the Antitrust
Authority a proposal containing the actions it intends to
perform in order to favor competition on the Italian
natural gas market and mitigate the effects if its alleged
abuse of dominant position, concerning in particular
the upgrade of the TTPC pipeline in Tunisia for the
import of natural gas to Italy from Algeria: 3.2 billion
cubic meters/year from 1 April 2008 and further 3.3
billion cubic meters/year from 1 October 2008.
With the decision notified on 15 February 2006 the
Antitrust Authority stated that Eni’s behavior through
its subsidiary TTPC represented an abuse of dominant

position under article 82 of the European Treaty. It
therefore fined Eni. The original fine amounted to o390
million and was reduced to o290 million in
consideration of Eni’s commitment to perform actions
favoring competition as mentioned above.
Eni intends to file a claim against this decision of the
Antitrust Authority with the Regional Administrative
Court of Lazio.

Determination of reference prices for non eligible
customers at 31 December 2002 - Decision
No. 248/2004 and Decision No. 298/2005
of the Authority for electricity and gas
With Decision No. 248 of 29 December 2004, the
Authority for electricity and gas changed the indexing
mechanism concerning the raw material component in
tariffs paid by end customers that were non eligible
customers at 31 December 2002 on the basis of
Legislative Decree No. 164/2000. Decision
No. 248/2004 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 updating
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 selling price by o0.26
cents per cubic meter in order to foster the negotiation
of prices consistent with average European prices in gas
import contracts starting from 1 October 2005.
Decision No. 248/2004 also obliges suppliers of natural
gas to provide new conditions consistent with the said
decision to wholesalers under contracts that do not
contain price adjustment clauses in case of changes in
the pricing mechanisms.
Eni filed a claim against Decision No. 248/2004,
requesting its suspension with the Regional
Administrative Court of Lombardia. With a judgment
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published on 6 October 2005, this Court annulled
Decision No. 248/2004 of the Authority for electricity
and gas. However the Council of State in response to a
counter claim of the Authority suspended the Court’s
decision.
On the basis of this suspension, on 29 December 2005
the Authority published Decision No. 298/2005
containing the conditions for the updating of prices for
the January-March 2006 quarter based on the criteria of
Decision No. 284/2004. The decision of the Council of
State on this matter is pending.

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 gas importers alleging their failure to comply
with the Authority information requirements contained
in its Decision No. 188/2004 of 27 October 2004, by
which it required natural gas importers, 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) price updating
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 22 March 2005 cancelled the
obligation for Eni to communicate dates and supplier
for each contract and FOB purchase prices. With a
letter dated 14 May 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
information on FOB prices the presentation of which
was annulled by the Regional Administrative Court’s
decision. With Decision No. 107/2005 the Authority
for electricity and gas confirmed Eni’s failure to
comply with the Authority information requirement
and opened an inquiry that is still ongoing. Law
481/1995 states that, when its decisions are
disregarded, the Authority may impose a fine ranging
from a minimum of o25,000 to a maximum of o150
million. With an appeal of December 2005, the
Authority requested to the Council of State a change
in the decision allowing it to know also FOB prices. Eni
acted against this claim. The hearing to discuss it has
not yet been scheduled.
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Inquiry of the Authority for electricity
and gas on behaviors of operators selling natural gas
to end customers
With Decision No. 225 of 28 October 2005, the
Authority for electricity and gas started an inquiry on
the behaviors of companies selling natural gas to end
customers aimed at acquiring new customers or
re-acquiring customers transferred to other sellers, with
particular reference to hurdles posed by companies to
customers wishing to leave one distributor or to the
entry of competitors on the market. The inquiry aims at
identifying any measure the Authority should take in
this area and is expected to close before 31 July 2006.

Eni SpA - GNL Italia SpA
On 18 November 2005 the Antitrust Authority notified
Eni and its subsidiary GNL Italia the opening of an
inquiry, in accordance with article 14 of Law No.
287/1990, concerning an alleged abuse of dominant
position in the assignment and use of the total
continuos regasification capacity of the Panigaglia
terminal (owned by GNL Italia) in thermal years
2002-2003 and 2003-2004, as evidenced by an inquiry
of the Authority for electricity and gas which referred
Eni to the Antitrust Authority. The inquiry is due to be
closed on 31 October 2006.

Decision No. 137/2002 of the Authority
for electricity and natural gas - Access to transport
services and Network Code of Snam Rete Gas
The Authority for electricity and natural gas with
decision No. 137/2002 defined the criteria for
regulating access to national natural gas transport
networks, in particular the issue of priority. Eni filed a
claim against this decision with the Regional
Administrative Court of Lombardia, that was partially
accepted with a decision of December 2004. The
Authority filed a claim against this decision with the
Council of State and informed Eni on 19 February 2005.
The hearing for the discussion of this case has not yet
been scheduled.

Inquiry of the Authority for electricity and gas
on the use of storage capacity conferred
in 2004/2005 and 2005/2006
With decision No. 37 of 23 February 2006, the Authority
for electricity and gas started an inquiry on a few natural
gas selling companies, among which Eni, with reference
to the use of storage capacity in years 2004/2005 and
2005/2006. For the 2004/2005 thermal year and for the
period from 1 October 2005 to 31 December 2005 the
Authority considers the use of modulation storage

capacity as characterized by higher offtake than actually
necessary given the weather of the period than the
volumes considered necessary to satisfy the
requirements for which the company conferred priority.

Legislative Decree No. 164/2000
Legislative Decree No. 164/2000 imposed thresholds to
operators until 31 December 2010 in relation to a
percentage share of domestic consumption set as
follows: (i) 75%, from 1 January 2002, for imported or
domestically produced natural gas volumes input in the
domestic transmission network destined to sales; this
percentage decreases by 2 percentage points per year
until it reaches 61% in 2009; (ii) 50% from 1 January
2003 for sales to final customers. These ceilings are
calculated net of volumes consumed in operations and
in the case of sales also net of losses. The decree also
provides for a periodical control of the respect of said
ceilings. This control is performed each year by the
Antitrust Authority by comparing the allowed
three-year average percentage share of domestic
consumption for both input volumes and sales volumes
with the one actually achieved by each operator. In
particular 2005 closes the second three-year regulated
period for natural gas volumes input in the domestic
transmission network, for which the allowed
percentage is 71% of domestic consumption of natural
gas and the first three-year regulated period for sales
volumes. Eni’s presence on the Italian market complied
with said limit.

Transport of natural gas
Decision No. 166/2005 of the Authority
for electricity and gas
With Decision No. 166 of 29 July 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 (1 October 2005-30
September 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.
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The major new elements of the new regime are as
follows:
- a reduction of the rate of return of capital employed

in transport activities from 7.94% to 6.7% (pre-tax);
- a new 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 revenues 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 allowed revenues the transport undertaking is
entitled to 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
allowed revenues). 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 on 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 connection
fee, substituted by an amount proportional to
measurement, aimed at favoring measuring and data
collection;

- 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 1 May to 31 October) 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
31 March of each year.

Budget Law for 2006
Law No. 266/2005 (budget law for 2006) extended
from 1 July 2007 to 31 December 2008 the deadline
(determined by Legislative Decree No. 293/2003
amended and converted into Law No. 290/2003)
beyond which companies operating in production,
import, distribution and sale of natural gas and
electricity are no longer allowed to own more than 20%
of the share capital of companies managing national
networks for the transmission of natural gas and
electricity. At 31 December 2005 Eni holds a 50.05%
interest in Snam Rete Gas.
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New tax criteria for the determination of
amortizations for companies operating in transport
and distribution of natural gas
The criteria for the determination of the annual share of
amortizations of natural gas transport and distribution
assets deductible in the determination of income taxes
have been changed starting in 2005 onwards by Law
Decree No. 203 of 30 September 2005, converted into
Law No. 248 of 2 December 2005 and Law No. 266 of 23
December 2005 (budget law for 2006). Due to these
changes, the share of amortizations that was previously
calculated based on rates set by a decree of the Minister
of Finance of 31 December 1988, is now determined by
dividing the relevant asset gross book value in
accordance with the useful lives determined by the
Authority for electricity and gas and reducing the
amount obtained after tax by 20%. The alignment of the
fiscal lives of natural gas transport and distribution
assets to their useful lives entails the anticipation of the
payment of income taxes given the postponement of
the deductibility of amortization without impacting on
net income of companies involved (mainly Snam Rete
Gas and Italgas), except for the financial charges related
to this cash anticipation.

Distribution activities
Change of Decision No. 237/2000
and new tariff criteria
Decision No. 104 of 25 June 2004 postponed to
30 September 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 29 September 2004 the
Authority defined gas distribution tariffs for the second
regulated period from 1 October 2004 to 30 September
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 updating mechanism – 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 16 February 2005 accepted the
distributors’ claim against it and cancelled Decision
No. 170/2004 of the Authority in the part where it

defined 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 8 March 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 21 June 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 3 August 2005 the Authority also
defined the application modes of the individual regime
contained in Decisions No. 170 and 173/2004.

Regasification activities
Decision No. 197/2005 of the Authority
for electricity and gas (regasification tariffs)
With its Decision No. 197/2005 the Authority for
electricity and gas rejected the tariff proposal for the
thermal year 1 October 2005-30 September 2006 of
GNL Italia for regasification services provided at its
Panigaglia terminal. The Authority determined other
tariffs stating that GNL Italia’s tariffs were inconsistent
with the criteria set by Decision No. 178/2005, against
which GNL Italia had filed a claim in December 2005
with the Regional Administrative Court of Lombardia.
The continuos or spot regasification tariff contains a
specific component related to the contractually
involved regasification capacity, a specific component
related to volumes regasified and two components
related to the energy associated to the volumes
regasified. The first component has a 30% discount
when the service is provided spot as compared to
continuous service.
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POWER GENERATION

Eni’s electricity business is managed by EniPower and its
subsidiaries that own power stations located at Eni’s
sites in Ferrera Erbognone, Ravenna, Livorno, Taranto,
Mantova, Brindisi and Ferrara with installed capacity of
4.5 gigawatts at 31 December 2005 (up 1.3 gigawatt
from 2004).
Eni is completing a plan for expanding its power
generation capacity, targeted at an installed capacity of
5.5 gigawatt in 2009 with production amounting to 30
terawatthour from 2008, corresponding to over 10% of
electricity generated in Italy at that date. Planned
capital expenditure amounts to approximately o2.4
billion, of these works for o1.8 billion have already been
completed.
New installed generation capacity employs the CCGT
technology (combined cycle gas fired), which allows to
obtain high efficiency and low environmental impact. In
particular, Eni estimates that given the same amount of
energy (electricity and heat) produced, the use of the
CCGT technology on a production of 30 terawatthour
will allow to reduce emissions of carbon dioxide by
approximately 11 million tonnes, as compared to
emissions caused by conventional power stations.
The development plan has been completed at all sites
except for Ferrara (Eni’s interest 51%), where in
partnership with Swiss company EGL AG construction is
underway of two new 390 megawatt combined cycle
units which will bring installed capacity to 840
megawatt with startup expected in 2007.
In 2005, electricity production sold was 22.8
terawatthour, up 8.9 terawatthour, or 64.4% from 2004,
due the entry into service of the new power units at
Mantova (up 3.9 terawatthour) and Brindisi (up 1.9
terawatthour) and to the full commercial operation of
the Ravenna (up 1.6 terawatthour) and Ferrera
Erbognone (up 1.1 terawatthour) plants. Eni also
purchased 4.8 terawatthour from third parties in Italy and
outside Italy. Sales of steam amounted to 10.7 million
tonnes, increasing by 620,000 tonnes, up 6.2% from 2004.

Approximately 57% of sales were directed to end users,
28% to the Electricity Exchange, 8% to GRTN/Terna
(under CIP 6/92 contracts and imbalances in input) and
7% to wholesalers. All the steam produced was sold to
end users.

Capital expenditure
In 2005, capital expenditure in the Gas & Power
segment totaled o1,152 million (o1,451 million in
2004) and related in particular to: (i) development and
maintenance of Eni’s transmission network in Italy
(o643 million); (ii) the continuation of the
construction of combined cycle power plants (o239
million); (iii) development and maintenance of Eni’s
distribution network in Italy (o182 million)
(iv) development of Eni’s transport network outside
Italy (o48 million). As compared to 2004, capital
expenditure declined by o299 million, down 20.6%, due
essentially to the completion of the Greenstream
gasline and of the power generation development plan.

2003 2004 2005 Change % Ch.

Purchases

Natural gas (million cubic meters) 940 2,617 4,384 1,767 67.5

Other fuels (thousand toe) 847 695 563 (132) (19.0)

Sales 

Electricity production sold (terawatthour) 5.55 13.85 22.77 8.92 64.4

Electricity trading (terawatthour) 3.10 3.10 4.79 1.69 54.5

Steam (thousand tonnes) 9,303 10,040 10,660 620 6.2
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Refining & Marketing

(million euro) 2004 2005

Revenues (1) 26,089 33,732

Operating profit 1,080 1,857

Replacement cost operating profit 687 793

Adjusted operating profit 923 1,214

Capital expenditure 693 656

Employees at period end (units) 9,224 8,894

(1) Before elimination of intersegment sales.

› Despite a market characterized by declining domestic consumption of fuels, the market share of Agip branded
service stations increased by 0.2 percentage points to 29.7% due to an improved performance also related to the
success of the Do-It-Yourself campaign that as of 31 December boasted 3.8 million clients

› Eni divested its total interest in Italiana Petroli SpA, a company distributing fuels in Italy through a lease concession
network under the IP brand

› Despite a decline in consumption, sales of fuels in the rest of Europe (3.67 million tonnes) increased by 6% due to
the development strategy pursued by Eni in selected markets with interesting growth prospects where Eni leveraged
on its well known brand and the proximity of its own production and logistic structures
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Supply and trading
In 2005, a total of 66.48 million tonnes of oil were
purchased (67.05 in 2004), of which 37.30 million
tonnes from Eni’s Exploration & Production segment1,
14.85 million tonnes under long-term contracts with
producing countries, and 14.33 million tonnes on the
spot market. Some 24% of oil purchased came from
West Africa, 19% from North Africa, 17% from countries
of the former Soviet Union, 16% from the Middle East,
14% from the North Sea, 7% from Italy and 3% from

other areas. Some 31.07 million tonnes were resold,
representing a decrease of 1.32 million tonnes from
2004, down 4.1%. In addition, 3.58 million tonnes of
intermediate products were purchased (3.10 in 2004)
to be used as feedstocks in conversion plants and 16.21
million tonnes of refined products (18.8 in 2004) sold
as a complement to own production on the Italian
market (4.97 million tonnes) and on markets outside
Italy (11.24 million tonnes).

Supply of oil (million tonnes) 2003 2004 2005 Change % Ch.

Eni production outside Italy 29.38 31.70 32.86 1.16 3.7

Eni production in Italy 4.18 4.03 4.44 0.41 10.2

Total Eni production 33.56 35.73 37.30 1.57 4.4

Spot markets 12.20 11.42 14.33 2.91 25.5

Long-term contracts 17.60 19.90 14.85 (5.05) (25.4)

63.36 67.05 66.48 (0.57) (0.9)

› Refinery throughputs on own account (38.79 million tonnes) increased by 2.9% despite the standstill of the
Gela refinery in the first months of the year due to the damage caused to the docking infrastructure by a severe
sea storm

(1) The Refining & Marketing segment purchased approximately two thirds of the Exploration & Production segment’s oil and condensate production and resold
on the market those crudes and condensates that are not suited to processing in its own refineries due to their characteristics or geographic area.
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Refining
In 2005 refining throughputs on own account in Italy
and outside Italy were 38.79 million tonnes, up 1.10
million tonnes from 2004, or 2.9%, due to higher
processing at Eni’s wholly-owned refineries of Taranto,
Livorno and Sannazzaro also as a result of fewer
maintenance standstills. These increases were offset in
part by the impact of the maintenance standstill of the
Porto Marghera refinery and lower processing at the
Gela refinery following the damage caused by a sea
storm to the docking infrastructure in December 2004.
Processing on third party refineries increased, especially
at the Milazzo refinery (Eni’s interest 50%). Total
throughputs on wholly owned refineries (27.34 million
tonnes) increased 0.59 million tonnes from 2004, or
2.2%, with full balanced capacity utilization. About
32.3% of all oil processed came from Eni’s Exploration
& Production segment (33% in 2004).

Distribution of refined products
In 2005 sales volumes of refined products (51.63
million tonnes) were down 1.91 million tonnes from
2004, or 3.6%, mainly due to the divestment of activities
in Brazil in August 2004 (down 1.51 million tonnes),
lower sales volumes to oil companies and traders
outside Italy (down 305,000 tonnes), declining
wholesale sales volumes in Italy (220,000 tonnes) and
lower sales on the Agip branded network (130,000
tonnes) related to lower domestic consumption. These
declines were offset in part by higher retail and

wholesale sales in the rest of Europe (357,000 tonnes)
due to Eni’s development strategy.
The impact of the divestment of 100% of IP effective
from 1 September 2005, on retail sales volumes (down
750,000 tonnes) was partly offset by higher sales
volumes to the divested company (up 650,000 tonnes)
as Eni continues to supply fuels under a five-year
contract signed concurrently with the divestment.

Petroleum products availability (million tonnes) 2003 2004 2005 Change % Ch.

Italy

Refinery intake in wholly-owned refineries 25.09 26.75 27.34 0.59 2.2

Refinery intake for third parties (1.72) (1.50) (1.70) (0.20) 13.3

Refinery intake in non owned refineries 8.43 8.10 8.58 0.48 5.9

Consumption and losses (1.64) (1.64) (1.87) (0.23) 14.0

Products available 30.16 31.71 32.35 0.64 2.0

Purchases of finished products and change in inventories 5.86 5.07 4.85 (0.22) (4.3)

Finished products transferred to foreign cycle (5.19) (5.03) (5.82) (0.79) 15.7

Consumption for power generation (1.07) (1.06) (1.09) (0.03) 2.8

Products sold 29.76 30.69 30.29 (0.40) (1.3)

Outside Italy

Products available 3.36 4.04 4.33 0.29 7.2

Purchases of finished products and change in inventories 12.12 13.78 11.19 (2.59) (18.8)

Finished products transferred from Italian cycle 5.19 5.03 5.82 0.79 15.7

Products sold 20.67 22.85 21.34 (1.51) (6.6)

Sales in Italy and outside Italy 50.43 53.54 51.63 (1.91) (3.6)

600 thousand barrels/day %

Refinery intake and balanced capacity utilization
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Retail sales in Italy
Sales volumes of refined products on retail markets in
Italy (10.05 million tonnes) were down 0.88 million
tonnes from 2004, or 8.1%, reflecting primarily the
divestment of IP. Sales volumes on the Agip branded
network (8.76 million tonnes) were down 130,000
tonnes, or 1.5%, due mainly to a decline in domestic
consumption (down 1.9%) in particular of gasoline and
LPG, whose effects were offset in part by an improved
performance. Market share of the Agip network was up
0.2 percentage points from 29.5 to 29.7%. Average
throughput of gasoline and diesel fuel of the Agip
network was substantially unchanged at 2,509,000
liters (down 0.7%).
At 31 December 2005, Eni’s retail distribution network
in Italy consisted of 4,349 Agip branded service stations,
2,895 less than at 31 December 2004 (7,244 service
stations), due to the divestment of IP (2,915 service
stations). Excluding the effect of IP’s sale, the Agip
branded network increased by 20 units from
31 December 2004 as a result of the positive balance of
acquisitions/releases of lease concessions (27 units),
the opening of 12 new service stations and an increase
in highway service stations (2 service stations) offset in
part by the closure of 21 less efficient service stations.
Sales volumes of BluDiesel – a high performance and
low environmental impact diesel fuel – on the Agip
branded network amounted to 1 billion liters, a
decline of about 13% from 2004 due mainly to the
increasingly high sensitivity of consumers to the price
of fuels in light of their remarkable increase in the year.
At 2005 year-end service stations selling BluDiesel
were over 4,000 (about 3,900 at 2004 year-end)
corresponding to approximately 92% of Eni’s Agip
branded network.

Sales volumes of BluSuper – a high performance and
low environmental impact gasoline sold on the Agip
branded network since June 2004 – amounted to 150
million liters. At 2005 year-end service stations selling
BluSuper were 1,719 (about 1,000 at 2004 year-end)
corresponding to approximately 39% of Eni’s network.
In 2005 Eni continued its Do-It-Yourself campaign
which allows customers accessing self-service outlets
with an electronic card to obtain price discounts or
gifts (under agreements with Vodafone and Coop) in
proportion to the total amount of purchased fuel.
Further bonuses are offered to the most faithful
customers. At year-end the number of cards
distributed was about 3.8 million; turnover on cards
increased by 9% from 2004. The amount of fuel
purchased with the card was about 37% of all fuel sold
on Agip branded service stations joining the
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campaign, corresponding to about 30% of the whole
Agip branded network.

Divestment of Italiana Petroli
Following the approval of the Italian Antitrust
Authority granted on 25 August 2005, on 6 September
2005 Eni divested 100% of the share capital of IP to api -
anonima petroli italiana SpA for o190 million, subject
to an adjustment for the change in IP’s net equity
between 31 December 2004 and 31 August 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 volumes of refined products on retail markets in
the rest of Europe were 3.67 million tonnes, up 0.20
million tonnes from 2004, or 5.8%, in particular in
Germany, Spain and the Czech Republic, due to the
purchase/construction of service stations and to an
improved performance, whose effects were offset in
part by a decline in the demand for fuels. At 31
December 2005, Eni’s retail distribution network in the
rest of Europe consisted of 1,933 service stations, 37
more than at 31 December 2004, due in particular to

Sales of refined products in Italy
and outside Italy (million tonnes) 2003 2004 2005 Change % Ch.

Retail marketing 10.99 10.93 10.05 (0.88) (8.1)

- Agip 8.99 8.88 8.75 (0.13) (1.5)

- IP 2.00 2.05 1.30 (0.75) (6.6)

Wholesale marketing 10.35 10.70 10.48 (0.22) (2.1)

21.34 21.63 20.53 (1.1) (5.1)

Petrochemicals 2.79 3.05 3.07 0.02 0.7

Other sales (1) 5.63 6.01 6.69 0.68 11.3

Sales in Italy 29.76 30.69 30.29 (0.4) (1.3)

Retail marketing rest of Europe 3.02 3.47 3.67 0.2 5.8

Retail marketing Africa and Brazil 1.18 0.57 (0.57) (100.0)

Wholesale marketing 6.01 5.30 4.50 (0.80) (15.1)

10.21 9.34 8.17 (1.17) (12.5)

Other sales (1) 10.46 13.51 13.17 (0.34) (2.5)

Sales outside Italy 20.67 22.85 21.34 (1.51) (6.6)

50.43 53.54 51.63 (1.91) (3.6)

(1) Includes bunkering, sales to oil companies and traders and MTBE sales.
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the acquisition of lease concessions in Spain, France and
Germany. Average throughput (2,427,000 liters) was up
1.4%.

Wholesale sales
Sales volumes on wholesale markets in Italy were 10.48
million tonnes, down 0.22 million tonnes from 2004, or
2.1%, reflecting mainly a decline in domestic
consumption and lower sales of fuel oil to the power
generation segment, due to the progressive
substitution of fuel oil with natural gas as feedstock for
power plants.
Sales on wholesale markets outside Italy (4.50 million
tonnes) declined by 0.80 million tonnes, or 15.1%, due
mainly to lower LPG sales resulting from the divestment
of activities in Brazil, offset in part by higher sales in the
rest of Europe, in particular in Central-Eastern Europe,
while they declined in Germany and Spain.
Other sales (22.93 million tonnes) increased by 0.36
million tonnes, or 1.6%, due mainly to higher sales in
Italy related to supplies to IP (up 650,000 tonnes) offset
in part by lower sales to oil companies and traders
outside Italy (down 305,000 tonnes).

Capital expenditure
In 2005, capital expenditure in the Refining & Marketing
segment amounted to o656 million (o693 million in
2004) and concerned: (i) refining and logistics (o349
million), in particular plant efficiency and flexibility
improvement actions among which the completion of
the tar gasification plant at the Sannazzaro refinery;
(ii) the upgrade of the distribution network and the
construction of new service stations in Italy (o154
million); (iii) the upgrade of the distribution network
and to a lower extent the purchase of service stations in
the rest of Europe (o71 million). As compared to 2004,
capital expenditure declined by o37 million, or 5.3%,
due essentially to the completion of the mentioned
plant in Sannazzaro.
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Petrochemicals

(million euro) 2004 2005

Revenues (1) 5,331 6,255

Operating profit 320 202

Replacement cost operating profit 277 183

Adjusted operating profit 263 261

Capital expenditure 148 112

Employees at period end (units) 6,565 6,462

(1) Before elimination of intersegment sales.

Sales - production - prices
In 2005 sales of petrochemical products (5,376,000
tonnes) were up 189,000 tonnes, or 3.6% from 2004,
reflecting primarily higher sales of intermediates (up
13%), olefins (up 8.8%) and aromatics (up 6%) related to
positive demand, higher product availability and the
fact that intermediate sales, in particular acetone and
phenol, declined in the first quarter of 2004 following a
standstill due to an accident occurred at the Porto
Torres dock. These increases were offset in part by a
decline in: (i) elastomers (down 4.5%) related mainly to
the standstill of the polychloroprene rubber plant in
Champagnier, France; (ii) styrene (down 2.6%) related to

standstills and shutdowns; (iii) polyethylenes (down
2.3%) due to weak demand for LDPE and LLDPE.
At 31 December 2005, Eni’s sales network covered 17
countries, with Italy accounting for 51% of sales, the rest
of Europe for 44% and the rest of the world for 5% (54%,
40% and 6%, respectively in 2004).
Production (7,282,000 tonnes) was up 164,000 tonnes
from 2004, or 2.3%, in particular in basic
petrochemicals. Nominal production capacity declined
1.8% from 2004 due mainly to revisions of the nominal
capacity of the Gela cracker and the shutdown of the
DMC and ABS plants in Ravenna. The average plant
utilization rate calculated on nominal capacity was up 3
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percentage points from 75.2 to 78.4 due mainly to
fewer maintenance standstills.
About 35.8% of total production was directed to Eni’s
own production cycle (36.7% in 2004). Oil-based
feedstocks supplied by Eni’s Refining & Marketing
segment covered 23% of requirements (22% in 2004).
The prices of Eni’s main petrochemical products
increased on average by 12% in all business areas. The
most relevant increases were in: (i) olefins (up 24.3%) in
particular butadiene (up 40.1%) and propylene (up
27.1%), ethylene (up 16.4%) was affected by a decline in
the third quarter; (ii) elastomers (up 18%) in particular
styrene-butadiene rubbers (up 24.8%), polybutadiene
rubbers (up 23.5%) and EPR rubbers (up 18%) due to the
transfer on prices of the increased cost of raw materials;
(iii) polyethylene (up 13.9%) with increases in all
products, in particular EVA (up 17.4%);
(iv) intermediates (up 5.7%) in particular acetone (up
10.4%) recovering higher propylene costs; (v) aromatics
(up 5.6%) due to increases in xylenes (up 12.8%) and
declines in benzene (down 4.1%); (vi) styrenes (up 4%)
due to increases in ABS/SAN (up 9.2%) and compact
polystyrene (up 6.4%), while expandable polystyrene
declined (down 3.3%).

Business areas

Basic petrochemicals
Sales of basic petrochemicals (3,022,000 tonnes)
increased by 256,000 tonnes from 2004, up 9.3%, due to
increases registered in all businesses.
In olefins (up 8.8%) sales of ethylene (up 10.7%),
propylene (up 5.8%) and butadiene (up 33.6%)

increased due to high demand from the Far East. In
aromatics (up 6%) sales of the most remunerative
products (paraxylene up 13.5% and metaxylene up
35.1%) increased supported by a particularly lively
market. In intermediates (up 13%) phenol sales
increased 16.7% and acetone sales increased 11.1%
related to a positive trend in demand and the fact that
in the first quarter of 2004 sales declined due to a
standstill for an accident occurred at the Porto Torres
dock.
Basic petrochemical production (4,450,000 tonnes)
increased by 214,000 tonnes from 2004 (up 5.1%) due
to increases registered in all businesses (olefins up 3.8%,
aromatics up 8.4%, intermediates up 7%). Increased
olefin production derived mainly from the Brindisi (up
19.9%), Dunkirk (up 12%) and Priolo (up 8.1%) crackers.
Declines concerned Gela (down 26.7%) where only one
line was active and Porto Marghera (down 13.2%) due
to a planned maintenance standstill.

Styrene and elastomers
Styrene sales (581,000 tonnes) decreased by 16,000
tonnes from 2004, down 2.6%, due mainly to lower
ABS/SAN availability (down 23.6%) related to the
shutdown of the Ravenna plant in April 2005 and lower
availability of products due to technical accidents
caused by power cutoffs at the Mantova plant in the last
quarter of 2005. This decline was offset in part by the
2.8% increase in expandable polystyrene sales pushed
by the strong increase in demand especially in Eastern
Europe, in particular for increased consumption in the
segment of thermal insulation and industrial packaging.
Elastomer sales (422,000 tonnes) decreased by 19,000
tonnes from 2004, down 4.5%, due mainly to the

Product availability (thousand tonnes) 2003 2004 2005 Change % Ch.

Basic petrochemicals 4,014 4,236 4,450 214 5.1

Styrene and elastomers 1,634 1,606 1,523 (83) (5.2)

Polyethylene 1,259 1,276 1,309 33 2.6

Production 6,907 7,118 7,282 164 2.3

Consumption of monomers (2,651) (2,616) (2,606) 10 (0.4)

Purchases and change in inventories 1,010 685 700 15 2.2

5,266 5,187 5,376 189 3.6

Sales (thousand tonnes) 2003 2004 2005 Change % Ch.

Basic petrochemicals 2,704 2,766 3,022 256 9.3

Styrene and elastomers 1,171 1,038 1,003 (35) (3.4)

Polyethylene 1,391 1,383 1,351 (32) (2.3)

5,266 5,187 5,376 189 3.6
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standstill of the Champagnier plant (polychloroprene
rubbers) and the decline in SBR (down 12.7%) and TPR
(down 2.5%) rubber due to a decline in demand related
to the crisis in the shoe manufacturing industry. These
declines were offset in part by an increase in sales of EPR
rubber (up 19.6%) and latex (up 7.5%), due to lively
demand.
Production of styrene (1,048,000 tonnes) declined by
70,000 tonnes from 2004, due mainly to plant
shutdowns and standstills.
Elastomers production (475,000 tonnes) decreased by
13,000 tonnes or 2.5%, due to plant standstills and a
declining demand for SBR rubber (down 4.8%) and BR
(down 4.2%), while demand for EPR rubber (up 13.7%)
and latex (up 11%) increased in line with the increase in
demand.

Polyethylene
Sales of polyethylene (1,351,000 tonnes) decreased by
32,000 tonnes from 2004, down 2.3%, due to a decline
in demand for all products, in particular LDPE (down
3.4%) and LLDPE (down 1.9%), also due increasing
competition from imported products.
Production (1,309,000 tonnes) increased by 33,000
tonnes or 2.6%, due mainly to increases in LLDPE (up
8%), due to the flexibility at the Brindisi plant that
produced mainly LLDPE in its high pressure line, while
HDPE production declined (down 6%).

Capital expenditure
In 2005, capital expenditure amounted to o112 million
(o148 million in 2004) and concerned in particular
actions for upkeeping (o37 million), extraordinary and
periodical maintenance (o27 million), actions for
environmental protection and for complying with safety
and environmental regulations (o25 million) and for
improving the efficiency of plants and streamlining
(o23 million).
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Oilfield Services Construction and Engineering

(million euro) 2004 2005

Revenues (1) 5,696 5,733

Operating profit 203 307

Capital expenditure 186 349

Employees at period end (units) 25,819 28,684

(1) Before elimination of intersegment sales.

Purchase of Snamprogetti by Saipem
On 24 February 2006, Saipem agreed to purchase the
entire share capital of Snamprogetti owned by Eni SpA.
The transaction was closed on 27 March 2006. The deal
will create a new leader with worldwide clout in oilfield
services both onshore and offshore with 30,000
personnel, of which 6,500 engineers. The integration of
the companies will boost their role in the development
of Eni’s oil & gas core business.

Activity for the year

Orders acquired and order backlog
Orders acquired in 2005 amounted to o8,188 million.
About 89.5% of new orders acquired was represented by
work to be carried out outside Italy, and 10.8% by work
originated by Eni companies. Eni’s order backlog was
o9,964 million at 31 December 2005 (o8,521 million
at 31 December 2004). Projects to be carried out
outside Italy represented 87.9% of the total order
backlog, while orders from Eni companies amounted to
7% of the total.
The engineering order backlog increased by o1,236
million due in particular to the recovery ongoing in
reference markets.
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CEPAV Uno and CEPAV Due
Eni holds interests in the CEPAV Uno (50.36%) and
CEPAV Due (52%) consortia that in 1991 signed two
contracts with TAV SpA to participate in the
construction of the tracks for high speed/high capacity
trains from Milan to Bologna (under construction) and
from Milan to Verona (in the design phase).
As part of the project for the construction of the tracks
from Milan to Bologna, an addendum to the contract
between CEPAV Uno and TAV SpA was signed on 27 June
2003, redefining certain terms and conditions. Works
completed at the end of 2005 corresponded to 71% of
the total contractual price in line with the contractual
obligations.
As concerns the Milan-Verona portion, in December
2004 CEPAV Due presented the final project, prepared
in accordance with Law No. 443/2001 on the basis of
the preliminary project approved by the CIPE.

The final project will be examined by TAV, presented to
the Conferenza dei Servizi and to CIPE for approval.
Infrastrutture SpA, a company established by the Italian
Government in order to collect resources for financing
the works contemplated by the mentioned law, is
collecting the resources for the whole work and for the
preliminary activities for the signature of the contract.
As concerns the arbitration procedure requested by the
consortium against TAV for the recognition of damage
related to TAV’s belated completion of its tasks, in
September 2004 a technical survey was requested by
the arbitration committee. The date for the final
decision was set at 30 October 2006.

Orders acquired and order backlog (million euro) 2003 2004 2005

Orders acquired 5,876 5,784 8,188

Oilfield Services Construction 4,298 4,387 4,735

Engineering 1,578 1,397 3,453

Originated by Eni companies (%) 11 14 11

To be carried out outside Italy (%) 91 90 89

Order backlog 9,405 8,521 9,964

Oilfield Services Construction 5,225 5,306 5,513

Engineering 4,180 3,215 4,451

Originated by Eni companies (%) 10 8 7

To be carried out outside Italy (%) 81 84 88

Oilfield services and construction:
order backlog at period end

5,513 million euro

56% Offshore construction

10% Onshore construction

11% Leased FPSO

7% Offshore drilling

5% Onshore drilling

8% LNG

3% Maintenance

Engineering: order backlog at period end

4,451 million euro

46% Oil & Gas

7% Refining

21% Chemical complexes

5% Field upstream facilities and pipeline

18% Infrastructure

3% Energy, environment and other
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Capital expenditure
In 2005, capital expenditure in the Oilfield Services,
Construction and Engineering segment amounted to
o349 million, up 87.6% from 2004 and concerned
mainly oilfield services and construction (o346
million), in particular: (i) maintenance and upgrade of
equipment; (ii) vessels and logistical support means for
specific contracts, in particular Kashagan; (iii) upgrade
of operating structures in Kazakhstan and West Africa;
(iv) the purchase of the Margaux tanker ship and the
beginning of its conversion into an FPSO unit that will
operate in Brazil on the Golfinho field.


