Snam transports, transforms, preserves and distributes a future.
A future where Italy is a pioneer.

And where Europe is even closer.

That future already exists.
Uniting the community. Connecting people.

Bringing innovation.

It is the network that goes everywhere and that will always go farther.
It is the thread that joins genius and passion.

Development and sustainability.

With Snam,

discover the network that creates value.



SUSTAINABILITY
INDICES

Sustainability is an integral part of the business
model of Snam and is a guiding element

in making strategic and operational decisions
for the Company, and at the same time

it is instrumental in ensuring responsible growth

over the medium and long term.
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This has enabled Snam’s shares to be included, over the past few years, in the main interna-
tional stock exchange sustainability indices, consequently increasing the Company’s visibility
among socially responsible investors and with the entire financial market in general.

In 2011, Snam shares joined the Stoxx Global ESG Leaders indices, a new group of indices
based on a transparent performance selection process, in terms of sustainability, of 1,800 list-
ed companies worldwide. The indices are managed by STOXX, owner of some of the most
important international stock indices, such as the STOXX50. Snam'’s shares have been included

not only in the global index, but also in two sub-indices on the environment and governance.
Overall, 14 Italian companies are included in the index.

TREND OF THE SNAM STOCK AND PRINCIPAL ETHICAL INDICATORS
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For more information on the scores and ratings earned by Snam, go to http://www.snam.it/it/sostenibilita/area-economica/investimenti-socialmente-

responsabili/index.html



THE SNAM
GROUP

Through its activities, Snam provides an energy
source with a low environmental impact that
has always supported the country’s civil and

industrial development.



IDENTITY

Snam is Europe’s top operator in integrated infrastructure management in the regulated gas
sector. It is present in natural gas transportation, regasification, storage and distribution, and
it boasts major gas infrastructure throughout almost all of Italy. Snam has the ability to ex-
ecute major local works, capable of ensuring that the country has secure gas supplies and
full-capacity storage facility operation thanks to its unique knowledge of managing an inte-
grated national gas system. The Company has been listed on the Milan Stock Exchange since
December 2001, and Snam shares are included both in the FTSE MIB Italian index and in the
European sector-based Stoxx 600 Utilities index.

As a result of the Legislative Decree through which our country, in choosing functional auton-
omy in the transportation segment, implemented the European Union’s Third Energy Package,
Snam has changed its corporate structure, at the same time strengthening its characteristics
of specialisation and independence, and continuing to preserve the efficiencies achieved fol-
lowing the Stogit and Italgas acquisitions, which took place in 2009. The new corporate struc-
ture, accompanied by a review of the group’s entire identity system, is the consequence of the
switch from three to four operating companies, one for each business activity, which are re-
sponsible for strategies and results, joined under a corporate in charge of exercising guidance,
coordination and control functions, and of providing service in observance of unbundling rules.

With the new structure, the internal organisation has also changed at the companies, which

are now all equipped with their own structures for interfacing with customers (sales) and sup-

pliers (procurement). The Independent Transmission Operator (ITO), Snam Rete Gas, has also
become autonomous in managing HR (Human Resources), ICT (Information and Communica-

tion Technology) and legal affairs.
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The new brand

Among the specifics provided for by the
Legislative Decree implementing the Third
Energy Package is a provision for the Inde-
pendent Transportation Operator to adopt
autonomous communication and branding

policies.

This has given Snam the opportunity to re-
define its entire identity system and create
a new brand. The graphic result is a rework-
ing of the group’s historic logo from the
1940s, which emphasises Snam'’s strategic
role, retaining the distinctive features and
the value system of the original. The logo
refers to the network infrastructure, and its
linear elements restore a formal equilibrium
that is intended to convey the idea of the
stability of a player whose assets have had
significant value for the country in terms of
security, reliability, and development. The
colours chosen are blue, traditionally used
to emphasise the natural essence of meth-
ane gas, and different shades of grey, to
show the physical element of infrastructure

and technology.

Ten years on the Stock
Exchange

On 6 December 2001, Snam Rete Gas, now
Snam, celebrated its debut on the Milan
Stock Exchange. Throughout this period, the
Company has notched up a success story in
terms of both creating value for sharehold-
ers and developing the countrywide system.
In the decade from 2001-2011, the trans-
portation network went from 29,600 km to
almost 31,700 km, transportation capacity
increased by 50%, and the volume of gas
transported grew from about 70 billion cu-
bic metres in 2001 to over 83 billion cubic
metres in 2010.

Since listing on the Stock Exchange, Snam
Rete Gas has always closed its financial year
with a profit and distributed dividends. In
10 years as a listed company, it has distrib-
uted approximately 4.7 billion in dividends,
corresponding on average to about 73% of
net profits. Investors who subscribed for the
shares at the time of the initial offering have
earned a return of about 150%.

This massive effort has made it possible to
meet the country’s need to have a gas system
that is more secure and more flexible in terms
of supply and to ensure attractive and sustain-
able returns for shareholders, while remaining
well rooted in the culture of sustainable devel-

opment, paying the utmost heed to security

and quality in the provision of services.
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SNAM GROUP AS AT 1 JANUARY 2012

Snam S. pA

Transportation 100%> Regasification 100% Storage 100% Distribution 100%
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ACTIVITIES AND OPERATING DATA

Transportation

Regasification

Storage

Distribution

The transportation business takes delivery of gas at delivery points
located in connection with natural gas importation lines from
Russia, Northern Europe and North Africa, with regasification plants
and with gas production and storage centres located in Italy. The gas
is then transported to be delivered, based on customer instructions,
at redelivery points connected to local distribution networks and to
major industrial and thermoelectric users.

Snam Rete Gas manages the network of gas pipelines through 8
districts, 54 maintenance centres spread out throughout Italy, 11
gas compression stations and a dispatching centre.

Regasification is the last activity in the so-called liquefied natural
gas (LNG) chain, and it consists of returning to its natural state the
gas extracted from deposits and then liquefied at a temperature of
-160° to allow it to be transported on specially built tankers.

In the gas system, the liquefied natural gas chain thus allows supply
sources to be diversified.

Snam manages the Panigaglia (La Spezia) regasification plant, the
first plant of its kind in Italy, built in 1971.

Natural gas storage involves injecting gas into the porous rock of an
exhausted deposit that previously contained it, bringing the deposit
back, to a certain extent, to its original state. Once stored, the gas
can be reintroduced into the transportation system and supplied
according to market demand. In the gas system, storage makes it
possible to offset the difference between gas supply and demand and
therefore to ensure continued supply.

Stogit manages eight active storage fields on a concession basis in
Italy — located in Lombardy, Emilia-Romagna and Abruzzo — consisting
of deposits, wells, conduits, treatment plants, compression stations,
and an operational dispatching system.

The distribution service consists of carrying gas from transportation
network connection points to points for redelivery to end customers.
The service is performed on behalf of the sales companies authorised
to sell gas.

Italgas manages an integrated infrastructure system primarily owned
by it, comprising stations for withdrawing gas, local gas pipelines,
pressure reduction stations and redelivery points where gas meters
are installed, overseen 24 hours a day, 365 days a year, by the
Integrated Supervision Centre.

Pipeline
transportation
network

(km in operation)

Installed power in
compression stations
(MW)

Gas injected into the
network (billions of
cubic metres)

Number of methane
tankers unloading

Regasification of LNG
(billions of cubic
metres)

Storage capacity
(billions of cubic
metres)

Natural gas moved
through the storage
system

(billions of cubic
metres)

Pipeline distribution
network (km)

Gas distribution
concessions (number)

Active meters
(millions)

Gas distribution
(billions of cubic
metres)
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50

1.89
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ETHICS AND CORPORATE GOVERNANCE

Snam’s corporate governance system is based on the principles contained in the Corporate
Governance Code for Listed Companies proposed by the Committee for the Corporate Govern-
ance of Listed Companies, with recommendations from the national financial regulator (Con-
sob) on this topic and, more generally, taking into account international best practices.

Snam’s choices in this regard are made with the awareness that the rules of operation of the
management and oversight bodies defined by the system must safeguard investors’ interests,
preserve the balance of power, avoiding the occurrence of conflicts of interest, and be capable
of having an effect on the expectations of the other stakeholders. For this purpose, the system
pays special heed to observance of unbundling regulations, considering the specifics of the ac-
tivities engaged in by Snam and its subsidiaries, which are subject to regulation by the Author-
ity for Electricity and Gas and in particular the rules on functional separation.

The validity of the corporate governance system with respect to all requirements is one of the
main evaluation criteria in the scores assigned by the different sustainability rating agencies.

Detailed information on Snam’s corporate governance system is included in the “"Report on
corporate governance and the ownership structure”, which is available on the website (www.

snam.it).
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Board of Directors and Committees

The Board of Directors of Snam is made up of 9 directors (3 appointed by minority shareholders),
of which 5 are independent and 8 non-executives. During 2011, it met 9 times.

The Board is vested with the broadest powers for ordinary and extraordinary administration of the
Company, including exclusive responsibility for defining the strategic guidelines and objectives and
the approval of the respective business and financial plans. The powers that are not reserved for
the Board of Directors or for the Chairman pursuant to law, the Articles of Association or a Board
resolution are delegated by it to the Chief Executive Officer of the Company.

In order to carry out its functions more effectively, the Snam Board of Directors has created four
committees within its ranks:

« Internal Control Committee;

+ Compensation Committee;

+ Nominations Committee;

+ The Combined Independent Committee.

The first three committees are provided for by the Code of Corporate Governance and operate in
accordance with its instructions.

The Combined Independent Committee is the collegiate body created for joint management of
regulated activities involving natural gas transportation, dispatching, distribution, storage and re-
gasification.

This body, made up of the chief executive officers of all the companies in the group, has received
all powers from the Board of Directors of the parent company for the execution of its duties and
works according to its own regulations.

The Board of Directors has reserved a central role for itself in defining sustainability policies and
in approving the Sustainability Report, which is also brought to the attention of the Shareholders’
Meeting.

Code of Ethics and Model 231

Snam and its subsidiaries have implemented the Company'’s rules of corporate administrative re-
sponsibility by adopting their own organisation, management and oversight model in accordance
with Legislative Decree No. 231/2001, tailored to their own specifics. Each company has appoint-
ed its own Supervisory Body in charge of monitoring the model’s implementation and its actual
application.

The Code of Ethics adopts the most modern approach to corporate ethics and sustainability, which
is wholly consistent with the objective of implementing all of the values that the Company recog-
nises, accepts and shares, and the responsibility that it assumes both internally and externally.
Added to the Snam Code of Ethics is a specific Addendum, which takes into account the specifics
of the activities carried out by Snam and its subsidiaries, which are subject to regulation by the
Authority for Electricity and Gas. Particular importance is given to relations with the Authority for
Electricity and Gas and to the unbundling regulations.

Snam employees, regardless of position and without exception, are required to comply with and
ensure compliance with these standards.

In July 2011, the Code of Ethics and Model 231 were updated, for purposes of implementing the
legislative changes introduced on crimes of forging money, public credit cards and tax stamps or
distinctive signs, computer crime and unlawful data processing, organised crime offences, crimes
against industry and commerce, copyright crimes, and crimes against the administration of jus-
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tice. In February 2012, as a result of the reorganisation of the Snam group following the imple-
mentation of the provisions of Legislative Decree No. 93/2011, as well as the introduction of
environmental crimes into the body of Legislative Decree No. 231/2011, a new draft of Model
2371 was approved.

Internal control system

Responsibility for the internal control system lies with the Board of Directors, which, with
the assistance of the Internal Control Committee, sets its guidelines and periodically au-
dits its suitability and actual functioning in order to ensure that the main corporate risks are
identified and properly managed. The CEO is charged with implementing the guidelines formu-
lated by the Board of Directors by planning, managing and monitoring the internal control system.
Auditing the suitability of the system falls to Internal Audit, which carries out its duties maintain-
ing relations with the Internal Control Committee, the Supervisory Body, the Board of Statu-
tory Auditors and the company in charge of auditing the financial statements. Internal Au-
dit also sees to handling reports received for any reason from Snam and all of the subsidiaries.

ACTIVITIES CARRIED OUT BY INTERNAL AUDIT 2010 2011
Total number of audits performed 51 48
Reports received 26 22
...those involving the Internal Control System 10 8
...those involving accounting, auditing, fraud, etc. 0 0
...those involving administrative responsibility pursuant to Legislative Decree No. 0 0
231/2001
...those involving violations of the anti-corruption law 1*
...those involving other subjects (Code of Ethics, mobbing, thefts, security, etc.) 16 13
Reports shelved due to lack of proof or because untrue (No.) 16 11
Reports ending with corporate disciplinary or managerial interventions and/or submitted 0 5
to the judicial authorities
Reports in the process of examination (No.) 6 6

* The report concerns the activity of a subcontractor which, in view of the checks made, has been removed from
the vendor list

Anti-corruption guidelines

Snam has given primary importance for a long time to the fight against corruption. The Snam
Board of Directors has adopted “Anti-Corruption Guidelines”. The purpose of the Guidelines is
to protect and promote Snam'’s reputation by introducing a specific system of rules designed
to ensure that the Company complies with the best international standards in the fight against
corruption.

In this area, the Company has also changed its organisational structure with the establishment
of the Anti-Corruption Unit, within the Legal and Corporate Affairs and Compliance Department,
whose goal is to change existing procedures where necessary and promote both the adoption of
new regulations by subsidiaries and sensitising and training staff to be aware of and comply with
the Anti-Corruption Guidelines.
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Both Snam Rete Gas and Stogit have therefore adjusted their computer applications and their
respective web interfaces with users to manage the specifics provided for by the new Balanc-
ing Regime. In carrying out these projects, still in progress, Snam Rete Gas adopted an approach
geared toward engagement and debate with customers and toward analysing their requests.

The interventions of Snam Rete Gas have included the introduction of:
- new functions within the Transportation Capacity website that allow customers to monitor
important operational and economic parameters associated with their own balancing posi-

tion on a daily basis;
- functions implemented in the Billing website that allow for coordinated management of
the billing process of Snam Rete Gas and of Balancing Users.

In May 2011, ISO 9001 certification was also obtained for the process of defining the net-
work's transportation capacity, which will be valid starting from the definition of the capacity
published for the 2011-2012 thermal year.

Stogit's interventions have involved developing the “Stogit Capacity” website for managing auc-
tion-based allocation processes for the User Balancing Service and Capacity Transfer processes.
During 2012, this website will be further developed in order to fully cover information exchanges
between Stogit and its customers, as provided for in the Storage Code with regard to allocation

processes and storage capacity transactions.

FINANCIAL PERFORMANCE

Since its listing on the Stock Exchange in 2001, Snam has always sought to maintain trans-
parent relations with the financial community by expressly communicating its objectives
and the results it has achieved.

To keep the quality of these consolidated reports high, each year all the benchmark best

practices are adopted to allow shareholders and the financial market to fully evaluate the

drivers for the creation of value at the Company. Among these, it is worth mentioning:

- roadshows (20 in 2011) aimed at meeting shareholders and institutional investors in the
largest European and North American financial markets;

- one-to-one meetings between management and investors (140 in 2011, including about
15 at the San Donato Milanese site), in addition to which there are group meetings and
sector conferences;

- conference calls at the time of disclosure of the corporate results (preliminary annual re-
sults, half-yearly and quarterly results), including analysts who publish research on the
share.

Target achieved Sector Activity

KPI description KPI date Pre-set target in 2011 Status

Number of meetings with socially
responsible investors out of total 2010 Achieve 33% in 2011 40 Snam group |
meetings (%)

Increase the number of meetings with

201 Hold 176 in 2011
institutional investors (No.) 010 old 176in 20 190 Snam group u

Hold Investor Day events 2010 Hold 1 1 Snam group |

43



44

Snam Sustainability Report 2011 / Responsibility and transparency in the markets

During 2011, management also took part in round-table meetings, seminars and conven-
tions on subjects relating to the utilities industry, stock markets and corporate governance
with specific presentations on these topics. These and all other information of interest to
shareholders and investors, including the relaunch documentation and quarterly/half-yearly

reports, both in Italian and in English, are available in the Investor Relations section on the
corporate website, www.snam.it.

Performance of Snam shares

Snam'’s stock, which is included in the FTSE MIB Italian index, and also in leading international
indices (Stoxx Europe, S&P Europe and MSCI Europe), ended 2011 at an official price of €3.39,
down 9.1% compared to the price of €3.73 recorded at the end of the previous year. The
stock’s annual performance was affected not only by the abovementioned negative trend in
Italian and European financial markets, but also, in particular, by the extension in the second
half of the year of the "Robin Hood tax” to regulated companies in the Italian energy sector,
which meant increased tax rates.

During the year, the stock nevertheless outperformed the trend in the European utilities sector
(Stoxx Europe 600 Utilities: -16.6%), buoyed by interest, even in contexts of growing country
risk and high volatility, in shares of companies with sound business fundamentals and long-
term earnings and cash flow visibility.

In 2011, on the Borsa Italiana electronic stock exchange, around 2.4 billion Snam shares were

traded, with average daily trading volumes of approximately 9.3 million shares, down from
11.5 million in 2010.

SNAM - COMPARISON OF PRICES OF SNAM, FTSE MIB AND EURO STOXX 600 UTILITIES
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