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2012 was an important year for Snam
in terms of operating and financial
results achieved and of strengthening

of its European strategy.



FINANCIAL PERFORMANCE

RESULTS FOR THE YEAR

Snam posted EBIT of €2,111 million for 2012, an increase of €153 million (+7.8%) on the previ-
ous year. This increase, which was due mainly to higher revenue from regulated activities and to
containing operating costs, reflects improved performance from the natural gas storage and dis-
tribution business segments.

Adjusted net profit, which excludes special items, came to €992 million. It was up 1.4% on 2011
owing mainly to higher EBIT (+€153 million), which was offset partly by higher net financial
expense (-€146 million) essentially as a result of higher average borrowing costs and higher aver-
age debt during the period.

Positive operating cash flow of €961 million enabled the company to partly finance its net in-
vestments for the period of €1,351 million. Following payment of a dividend of €811 million, net
financial debt amounted to €12,398 million at 31 December 2012, an increase of €1,201 million
compared with 31 December 2011.
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PERFORMANCE OF SNAM SHARES

Snam’s stock, which is included in the FTSE MIB Italian index as well as the leading international
indices (STOXX, S&P, MSCI and FTSE), ended 2012 at an official price of €3.52, up 3.8% com-
pared with €3.39 at the end of the previous year.

This meant that Snam's stock outperformed the sector average (the STOXX Euro 600 Utilities
index fell by -0.7%), but was beaten by the index of leading Italian shares (the FTSE MIB climbed
by +7.8%) owing largely to uncertainty surrounding the terms and conditions of the sale of Eni's
stake, which prompted caution among investors.

This uncertainty was gradually mitigated by progress in the ownership unbundling of Snam from
Eni, by the success of Snam's debt refinancing programme, by the company's prospects for do-
mestic and international growth and by the easing of tensions on the European markets and sur-
rounding ltalian sovereign debt.

Around 2.3 billion Snam shares were traded on the electronic segment of the Italian stock ex-
change in 2012, with the average daily trading volume in line with the previous year at just over
9 million shares.

SNAM, FTSEMIB AND STOXX EURO 600 UTILITIES PRICES
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Since listing on the stock exchange in 2001, Snam has always aimed to be transparent in its rela-
tions with the financial community by expressly communicating its objectives and the results it
has achieved.

In order to sustain the quality of these relations, benchmark best practices are adopted each year
to allow shareholders and the financial market to fully evaluate the company's levers for creating
value. Among these, it is worth mentioning:

- road shows (16 in 2012) aimed at meeting shareholders and institutional investors in the largest

European and North American financial markets;



KEY PERFORMANCE
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+ one-to-one meetings between management and investors (130 in 2012, including more than 20
at the registered office in San Donato Milanese), as well as group meetings and sector conferences;

- conference calls when results are announced (annual, half-yearly and quarterly results), and
the presentation of the strategic plan, which is attended by analysts who publish research on
the stock.

INDICATORS (KP!I

L Target achieved Activity
KPI description KPI date Pre-set target in 2012 Sector status
meetings with soaal!y responsible investors 2010 Achieve 33% in 2012 40 Snam group -
as a % of total meetings
number of meetings with institutional investors 2010 Hold 210 events in 2012 230 Snam group |
number of Investor Days 2010 Hold 1 1 Snam group |

During 2012, management also took part in round-table meetings, seminars and conventions
on subjects relating to the utilities industry, stock markets and corporate governance with spe-
cific presentations on these topics. Information of interest to shareholders and investors, in-
cluding quarterly/half-yearly reports, both in Italian and in English, are available in the Investor
Relations section on the corporate website, www.snam.it.

The launch during the year of the bond placement process, which will help Snam to achieve
financial independence following the ownership unbundling from Eni, involved communicating
with bond investors and credit market analysts. This communication took the form of five road
shows in Europe's major financial centres, 15 one-to-one meetings with investors, four meet-
ings with groups of investors and participation in an industry conference. The company also
began to communicate with ratings agencies Standard & Poor's and Moody's in 2012, and was
awarded a credit rating (A- from Standard & Poor's and Baal from Moody's) that reflects its
financial solidity and structure.
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RELATIONS WITH THE REGULATOR

IN ITALY

The Electricity and Gas Authority has regulated the gas transportation, storage, regasification and
distribution sectors in Italy since 1997. In the context of market liberalisation, regulation has over
time become a tool enabling the economically sustainable development of infrastructure and the
non-discriminatory access to services by all operators in the free market.

The quality and regularity of relations between Snam and the Electricity and Gas Authority play
a key part in this process. Over the years, Snam has established constructive dialogue and proac-
tive cooperation with the Authority by continually maintaining an advisory role and providing the
necessary support to changes in the regulatory framework of the natural gas sector.

Specifically, the group's companies individually:

+ respond, either directly or through trade associations, to the public consultations that the Elec-
tricity and Gas Authority holds on different activities in the sector prior to defining new regula-
tions or revising current ones;

- take part in technical working groups established by the Electricity and Gas Authority on chang-
es to the regulatory framework;

- draft changes to the transportation, distribution, storage and regasification network codes,
which are then submitted to the Authority for approval;

- participate in gathering data and in surveys conducted during the year for purposes of evaluat-
ing the status of the sector or of the individual services, and periodically send the data request-
ed in compliance with reporting obligations.

The table below summarises relations with the Electricity and Gas Authority for each regulated

sector:

RELATIONS WITH THE AUTHORITY

Transportation Storage Distribution Regasification

Responses to consultation documents (no) 6 2 5 2
Responses to consultations/observations 7 3 15 3
through trade associations (no) *
Tariff proposals (no) 3 3 2 2
Data gathering (no) 75 50 95 27
Investigations (no) ** 2 0 1 0
Proposed amendments/updates to codes

8 5 3 3
and contractual documents (no) ***
Approved amendments/updates to codes 3 3 0 0

and contractual documents (no)

* Responses to consultations (Electricity and Gas Authority, Ministry of Economic Development and Energy Market Operator) through trade associations.
** Includes: exploratory investigations in the transportation segment; an ongoing investigation in the distribution segment which began in 2011.
*** Includes proposals still being evaluated by the Electricity and Gas Authority, including agreements and contractual documents with operators in regu-
lated services.



Compliance with anti-trust law

In 2012 Snam adopted the “Anti-trust
Code of Conduct” Management System
Guidelines, which every employee should
be aware of and apply. In this regard the
Company has developed a full programme
to prevent the risk of anti-trust law
violations which could result in monetary
fines, third party liability, reputational
damage and a negative impact on share
price. This programme includes the
following initiatives:

+ the adoption of the Anti-trust Code,
which provides guidelines for compliance
with anti-trust law in each business
segment;

+ training and communication initiatives
for all employees in order to ensure

knowledge and application of the Code;

the constitution of a dedicated anti-

trust organisation within the Legal

and Corporate Affairs and Compliance
Department of Snam to provide assistance
in the implementation of the Code;

+ a specific programme to monitor the
effectiveness of the Code and the rules

to update it according to changes in anti-

trust law and business structure.

Determining revenue and tariffs

The clarity, stability and transparency of
the regulatory framework for determining
revenue and tariffs are key factors for

the economic sustainability of Snam,

and are also relevant to network users,
who are affected by costs associated

with infrastructure use, and to financial
investors, in terms of predicting returns on
their investments.

In general, tariff criteria are defined every

four years. The revenue from all activities

Snam Sustainability Report 2012 / The markets

is determined so as to ensure coverage
of operating costs, amortisation and
depreciation, and a fair return on net
invested capital, which ranges in general
from 6 to 8 per cent. Incentives are also
provided, differentiated according to the
type of investments made during the
course of each regulatory period. Every
year, based on its own recorded revenue,
each Snam company formulates a tariff
proposal which is submitted to the

Electricity and Gas Authority for approval.

REGULATORY PERIOD

SNAM RETE GAS
GNL ITALIA
ITALGAS
STOGIT

Updating the network codes

The network codes (for transportation,
distribution, storage and regasification)
are proper contractual documents that
define service provision and access
conditions. They are updated periodically
by group companies according to changes
in the regulatory framework and in
operating conditions. In order to uphold
the principles of transparency, accuracy

and fairness, all amendment proposals

January 2010 - December 2013
October 2008 - December 2013
January 2009 - December 2013

January 2011 - December 2014

(except concerning the distribution code)
are subject to public consultation before
being submitted to the Electricity and Gas
Authority for approval.

PR9 All codes have a section containing
indicators for monitoring the quality of
service provided by the companies. Users
are automatically compensated in the
event of non-compliance with service
quality standards in relation to some of
these indicators, listed in the table as those

referring to specific quality levels.
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IN EUROPE

On a European level, the Electricity and Gas Authority is part of the Agency for the Cooperation
of Energy Regulators (ACER) and Snam Rete Gas is part of the European Network of Transmission
System Operators for Gas (ENTSOG). These two bodies develop European codes and guidelines to
regulate the access and use of cross-border infrastructure and to help towards creating a single gas
market.

The “regional initiatives” are responsible for assessing potential cross-border market integration and
subsequently working to harmonise the interconnected national systems. Italy is part of the South
South-East regional initiative, which is coordinated by the Italian and Austrian regulators. Integra-
tion in the region remains difficult for significant reasons such as the vast geographical area and the
extremely diverse market conditions and levels of interconnectivity. The South South-East region
focuses on security of supply and capacity allocation.

Snam Rete Gas worked with the Electricity and Gas Authority and with interconnected operators
during 2012 to establish guidelines on the daily sale of capacity between the Austrian exchange
point at Baumgarten and the Italian system entry point at Tarvisio, in coordination with the Austrian
regulator. In addition, a new interconnection agreement was signed with Slovene company Plinovo-
di in relation to the Gorizia entry point, and the existing agreement with Switzerland, with transpor-
tation companies Swissgas and Fluxswiss and technical operator Transitgas in relation to Gries Pass,
was revised. The interconnection agreement with Austria's TAG is also in the final stages of revision.
Lastly, the Electricity and Gas Authority has asked Snam Rete Gas to draw up a draft schedule, sub-
ject to subsequent consultation, for adopting the European balancing code.

European Gas Target Model endorsed

The energy regulators of the 27 EU Member
States endorsed the Council of European
Energy Regulators’ (CEER) new Gas Target
Model at the Madrid Forum on 26 March
2012.

The model, which is the result of involving
more than 700 stakeholders in five
workshops held over the previous year,

recommends hub-to-hub trading between

five or six main exchange centres as the best
way to achieve a single European gas market.
Upon completion of its works, the CEER
stated: “Well-functioning and connected
wholesale markets are key. CEER's vision of

a sustainable internal gas market is based

on a core objective of enabling functioning
wholesale markets where they do not

exist yet. Furthermore, markets need to be
connected closely to move forward to an

integrated market”.
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SERVICE SECURITY, CONTINUITY AND QUALITY

Gross domestic gas consumption in Italy was 7.491 million standard cubic metres in 2012, down
by 3.9% on the previous year. This decrease is due to lower consumption in the thermoelectric
sector (-11.1%), offset only partly by higher consumption in the residential and tertiary sector
(+1.2%).

Natural gas remains the most common energy source in Italy, partly due to the environmental
benefits that it is capable of producing if used efficiently in the various sectors.

Snam is committed to supplying the gas that businesses and communities need on a daily basis
and to safely managing all activities in the gas system, making available the operational capacity
needed to satisfy market demands and granting access to all those who request it, under com-
petitive conditions.

Against this background, service security, continuity and quality are intrinsically linked and repre-
sent a shared value.

SERVICE QUALITY

At the start of the 2012-2013 thermal year, Snam Rete Gas customers had 368 million cubic me-
tres of transportation capacity at their disposal, and service access was guaranteed to all opera-
tors. The new entry point at Livorno, for which capacity is subject to the conferment request pur-
suant to Resolution 168/06 of the Electricity and Gas Authority and to the Ministry of Economic
Development Decree of 24 November 2010, was also completed in the thermal year.

The process for defining all transportation capacities has been ISO 90071-certified since May
2001. This certification, which was renewed in 2012, shows Snam Rete Gas's continual commit-
ment to developing proprietary software for modelling the network and solving the fluid-dynam-
ics equations that regulate physical gas flows.

New upgrade work by Stogit increased storage capacity from 10.2 billion to 10.7 billion cubic me-
tres (15.2 billion if strategic storage is included). This capacity was fully allocated by April 2012.

The network codes have a list of indicators for monitoring the quality of service provided by the
companies. Customers are automatically compensated in the event of non-compliance with service
quality standards in relation to some indicators concerning specific commercial quality levels.
Snam's performance remained strong in 2012 with regard to these indicators: there was 99.4%
compliance with standards in distribution and 100% compliance in transportation and other
services.

Effective as of 1 December 2011, the Electricity and Gas Authority has entrusted Snam Rete Gas,
as ltaly's biggest transportation company, with the important role of Balancing Supervisor as part
of the regulation of transportation, dispatching and storage services. More details can be found in
the Annual Report.
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PERCEIVED QUALITY

PR5

With a view to constant improvement, our service quality monitoring directly involves custom-

ers in a continuing and increasingly extensive way. The customer satisfaction survey is conducted

every year for storage activities, measuring users' satisfaction levels concerning the clarity of the

storage code, commercial management, and the availability and efficiency of IT services. Such

surveys also gather suggestions from users aimed at improving the areas covered in the question-

naire.

The participation rate for the 2012 survey was 68%, up compared with approximately 52% in the

previous year. The ratings, expressed on a scale from 0 to 10 and broken down into the respec-

tive macro areas of reference, showed substantial improvement in how the service we offer is

perceived.

RESPONSES RECEIVED BY THERMAL YEAR (%)
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First transportation customer

satisfaction survey

Snam Rete Gas conducted its first
transportation customer satisfaction
survey in 2012. The questionnaire focused
on comprehension of the network code,

quality of services offered, balancing and
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degree of compliance of development
initiatives with European guidelines.

The survey interviewed a sample of 133
people, with a 74% participation rate. On
a scale of O to 5, it showed a more than
satisfactory perception of the service
offered, with interesting suggestions for

improvement in the various macro areas.
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As a specific example, 91% of those
interviewed found Snam Rete Gas's
activities as Balancing Supervisor to be
more than satisfactory, while one of the
suggestions for improvement was to
clearly communicate forthcoming changes
as a result of European regulation, of which

only around half of respondents are aware.
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SIMPLIFYING COMMERCIAL PROCESSES

In a regulated market, not only is it important to be transparent, impartial and fair and to safeguard free
competition in liberalised activities, it is also possible and advisable to improve service efficiency and
simplify management of the activities, always in accordance with regulations, creating value for users
and therefore, indirectly, for end customers in the gas system.

The IT systems which Snam has continued to develop to adopt new Electricity and Gas Authority meas-

ures and to improve application functionality are particularly important in this context.

We are constantly developing the online portals we use to manage relations with customers.

In 2012, the IT applications and related web interfaces with users of the transportation and storage por-

tals were developed to improve management linked to the new balancing system, with a new reporting

system also introduced enabling users to monitor key operating and economic parameters related to
their own position in the Italian gas balancing system. Stogit is still involved in developing the IT systems
pursuant to regulations issued recently by the Electricity and Gas Authority (Resolution 152, Consulta-

tion Document 82, Resolution 297).

In order to implement these changes — a process which is still evolving — Snam has adopted an approach

aimed at involving customers, holding discussions with them and analysing their requests, partly based

on positive talks with the Transportation Consultation Committee.

In 2012, the transportation segment conducted a feasibility study on the creation of an online portal to

support the disconnection and opening of redelivery points on the transportation network. Starting in

2013, the portal will simplify related activities for users by using a single, clear channel of communica-

tion and monitoring request statuses in real time.

As part of the Default Transportation Supply Service, in 2012 Snam:

+ held a public call for tenders to select two users to provide the Default Transportation Service in
accordance with Electricity and Gas Authority provisions;

- started and finished the computerisation of activities related to this service, enabling the nomi-
nated users to fulfil the obligations laid down by the Electricity and Gas Authority in a straight-
forward manner thanks to the new functionalities available on the Capacity and M-Gas portals;

- released a new IT platform to support gas transportation balancing and scheduling processes.
This will be available by the end of the first half of 2014, guaranteeing better system reliability
and performance as well as flexibility and scalability in introducing new requirements, such as
those arising from changes to European regulation (MWh, nomination cycles, new communica-
tion protocols).

In accordance with the storage code, the Stogit Capacity portal, which covers all exchanges of informa-
tion between Stogit and its customers, has been enriched by the implementation of the invoice portal,
allowing users to check their payable invoices online. SAMPEI (Stogit's system of allocation and meas-
urement for gas withdrawal and injection) has been amended for the management of contracts with
industrial users to adopt Legislative Decree 130/10 and the new natural gas balancing system pursuant
to Resolution 45/11 of the Electricity and Gas Authority.

In order to meet in a timely manner the demands of end customers who take out new gas supply con-

tracts with sales companies, Italgas has released an interactive website for “online checking”. The site

helps new customers to fulfil the requirements of Resolution 40/04 of the Electricity and Gas Authority
concerning verification of plant safety, making it easier and quicker to send documents than the tradi-
tional paper-based methods. The system also enables real-time monitoring of the document verification
processes and online submission of any documents required to complete the process and therefore to

activate supply.
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Snam Rete Gas joins the ownership

structure of PRISMA

With the European network code on
capacity allocation mechanisms (the CAM
Network Code) due to come into force by
2015, and with a view to encouraging the
harmonisation of service provision and

access rules, Snam Rete Gas — together with

19 other transportation operators from
seven European countries — is a member

of the international project which led to

the creation of a single company dedicated
to the development and management of

a common IT platform (PRISMA European
Capacity Platform) for allocating capacity at
interconnection points.

Transportation capacity should be available

BUSINESS CONTINUITY

on this platform from April 2013 for short-
term products, with the full set of pro42
ducts defined by the CAM Network Code
rolled out at a later date.

Snam Rete Gas is simultaneously
implementing management of new
day-ahead gas transportation capacity
nomination windows on the AltraWEB

platform.

Crisis management was one of Snam's priorities in 2012. The Company has established a new
policy specifically for guiding business continuity management. The aim of this process, particu-
larly in light of the new organisational structure, is to improve the Company's ability to react to
emergencies and the resilience of its core activities, enabling business continuity in the face of
events that may interrupt business processes or make them unavailable.

The business continuity management policy, which is managed at group level and applied directly
to all subsidiaries, can be viewed at:

http://www.snam.it/repository/file/Sostenibilita/sviluppo-sostenibile/Politica_di_Business_Conti-
nuity_Management_-_2012.pdf

In accordance with the security management system guidelines and policy, Snam has also es-
tablished a crisis management model, which consists of all rules and methods for declaring and

managing events which may lead to a crisis.

Infrastructure safety: earthquakes in

Emilia-Romagna and drill programmes

The two strong earthquakes in Emilia-
Romagna in May 2012, which severely
affected both the local population and
businesses in the region, also affected
some Snam Rete Gas infrastructure,
namely the transportation network
maintenance centres at Bondeno and
Bologna, and the compression station
at Poggio Renatico. Snam Rete Gas's
dispatching centre at San Donato Milanese
asked emergency-service technicians to

run checks on the transportation network.

These checks found no faults at the plants,
and there was no service interruption on
the gas transportation network. There

was also no interruption to service at the
Minerbio and Sabbioncello storage centres,
which were more than 50 km from the
epicentre of the earthquakes and were
therefore only marginally affected. There
was no damage to the infrastructure,

as verified by on-site inspections, or to

the storage field, as evidenced by the
continuous normal gas injection pressures.
In order to test Snam Rete Gas's response
system, several national, regional and

provincial drills were staged in 2012. In

December 2012, Snam Rete Gas took part
in a national drill simulating an earthquake
in the Basilicata region, organised and
managed by the central civil protection
department in Rome. The Company's
Dispatching units, Stations, SECUR and
GEST units took part, working with one
another and with the other entities/
companies involved in the drill.

In November 2012, Snam's Dispatching
and SECUR units took part in drill staged
by the Lombardy Region simulating a snow
emergency, interacting and exchanging
information with the other entities/

companies involved in the drill.
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NETWORK OVERSIGHT AND MAINTENANCE

During a normal year, plants and pipes periodically undergo inspections and maintenance opera-
tions.

In the transportation segment, for example, the course of the pipelines is inspected regularly
on foot, by land vehicles and by helicopter flyovers to detect potentially dangerous situations
caused, for example, by third-party work near the pipelines. Similarly, any landslides at specific
points in the course are kept under control. The integrity of the pipes is also monitored by insert-
ing intelligent devices inside them to detect any defects (intelligent pigs).

TRANSPORTATION CONTROLS AND INSPECTIONS

2010 2011 2012
Network inspected with intelligent pigs (Km) 1,214 1,145 2,098
Network inspected with helicopter flyovers (Km) >14,100 >14,100 >15,000

The 11 gas compression stations situated along the 32,000 km of pipeline network are controlled
directly by the recently renovated dispatching unit at San Donato Milanese, which is responsible
for ensuring that pressure levels are sufficient to meet demand.

The dispatching unit is a strategic infrastructure that manages gas flows in the national transpor-
tation network: its 24/7 operations room monitors and remotely controls the main pipelines and
the compression stations of the Italian gas system. A 46-square-metre video wall gives operators
an overview of the national gas transportation network, showing the major points of interest and
related information.

The dispatching unit regulates and controls the national gas transportation system to ensure that
it functions safely, reliably and efficiently, and it also oversees balancing on the basis of actual

gas demand, which can fluctuate significantly on a daily and seasonal basis.

The new dispatching unit at San Donato the data processing and control system,

Milanese which is at the very heart of dispatching.

The new dispatching unit will enable the

51

Snam's dispatching unit, which turned 50
in 2012, has been completely overhauled
in terms of both its offices and the
technological infrastructure that allows it
to function.

The new technological infrastructure is
the result of intensive work that included,
among other things, the digitalisation

of the telemetry network of more than
12,000 km, the integration of satellite
technology, the creation of a new

operations room and the replacement of

operations room to work better with
maintenance teams on the ground, as well
as enabling better management of key
transportation data.

It will also ensure service continuity

for Stogit's operations room in Crema,
thereby enabling both Snam Rete Gas
and Stogit's dispatching units to respond
better to emergencies in accordance with
corporate business continuity and disaster

recovery plans.
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HR2

EN1

In distribution, Snam pays special attention to pressure regulation and reduction facilities such
as at the “city gates”, where natural gas from national pipelines is delivered, depressurised, pre-
heated where appropriate and odorised for use in civilian and industrial equipment.

Road pipes are subject to regular scheduled replacements and/or upgrades which keep them
properly maintained over time and able to guarantee user consumption. The controls involve
measuring gas odorisation levels and searching for leaks. During 2012, Italgas performed inspec-
tions along 18,630 km of network and 8,446 odorisation controls.

SUPPLY CHAIN: RESPONSIBLE DIALOGUE

Above all, sustainable management of the supply chain for Snam means conducting transpar-
ent relations with suppliers and, once the supply relationship is under way, involving them in the
quest for long-term performance with a view to mutual growth and value creation.

Potential suppliers of goods and services to Snam must not only satisfy quality, price and reliabil-
ity requirements, but also share enthusiasm for the sustainable innovation of processes and the
search for ways to reduce impact on the environment and society throughout the supply chain.
Potential suppliers, especially of the most important goods, are therefore subjected to careful
evaluation in order to determine whether they are likely to sustain the long-term relationship of
trust that characterises Snam's partnerships.

During their relationship with the Company, suppliers are constantly monitored by way of audits,
inspections and service assessments. This is not only to ensure that their commitment to the
agreements with Snam never waivers, but also to respond to their requests for assistance. A com-
pany's conduct in terms of social and environmental responsibility is a key aspect of the service
assessments.

In 2012, Snam gave work to more than 1,000 companies in Italy and 50 elsewhere in the world,
entering into 2,790 contracts worth a total of more than €1.4 billion. Of the orders, 97.6% were
in Italy, where they were distributed throughout all the regions, 2.3% were in the rest of Europe
and 0.06% were outside Europe. The major goods category in 2012 was steel pipes for building
natural gas pipelines, of which Snam acquired around 20,000 tonnes.

EC6 GEOGRAPHICAL BREAKDOWN PROCUREMENT IN ITALY (%)

- 3.8 Campania

B 81  Emilia Romagna Bl co Piemonte
23 Friuli Venezia Giulia 3.2 Sicilia

- 18.0  Lazio 76  Toscana
272 Lombardia 3.0 Veneto

4.2 Marche 6.5  Other Regions
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LEGAL COMPLIANCE PROTOCOLS

After signing up to a voluntary agreement with the Caltanissetta prefectural authorities relating
to the Gela region in 2012, Snam also continued to disseminate legal compliance protocols un-
der the agreement between Snam Rete Gas and the Consorzio Stabile SIS Societa Consortile per
Azioni, relating to construction of the "Pedemontana Veneta” superhighway in Pedaggio, and the
protocol signed between the Sicilian regional authorities, the regional office for energy and public
utility services, the Italian Ministry of the Interior, prefectural authorities for the Sicilian provinces
and Confindustria Sicilia. This experiment, carried out with the involvement of public and private
partners, requires ethical conduct in relations between different parties, which is more restrictive
than the legal requirements, ensuring sound oversight of the issue of lawfulness, to prevent the
risk of corruption and promote the fight against organised crime, in support of fair, ethical and
meritocratic local entrepreneurial development. By signing this document, Snam also made a
aefficiently prevent infiltration by organised crime.
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THE VALUE OF TRANSPARENCY IN SUPPLIER RELATIONS

Snam has a transparent, impartial and responsible procurement policy which conforms to the
principles of free competition and pays particular attention to local requirements, in line with the
company's strong roots throughout ltaly.

These principles result in a carefully prepared management model which firstly identifies long-term
performance and economic objectives as well as operating efficiency and service level targets.

The model then provides for specific procedures aimed at improving the process of scouting out
new suppliers and guaranteeing that the selection process, during both the qualification and con-

tract award stages, ensures equal opportunities for all once the required qualitative standards are

met. In order to qualify for selection, potential suppliers must come through various preliminary
evaluations, both theoretical and practical, according to the importance of the goods involved.
To do this, Snam uses evaluation criteria which, taking into account order volume, financial scale,
investments and operating cost analysis, classifies each supplier or product category precisely
according to its importance in the Snam supply chain. The evaluation is performed with the sys-
tematic support of computer tools in order to ensure that the information gathered is traceable
and comparable.

In 2012, there were 1,075 new qualifications or renewals. In total, 5,016 suppliers were qualified
as at 31 December 2012, of which around 800 were classified as critical suppliers and responsible
for more than 60% of Snam's procurement.

In order to stimulate excellent and long-term performance among its suppliers, Snam monitors
them continually by way of specific evaluations performed by the units responsible for managing
the respective contracts. Around 600 feedback exercises were conducted in 2012 to monitor the

performance of critical suppliers.

| Isharea™

SUPPLIERS' PORTAL "

In the final months of 2012, Snam launched the first phase in the creation of the supplier por-
tal, a web platform designed to be a single operational access point for managing suppliers. At
the same time, the portal will be a useful tool in fostering dialogue with suppliers, including on
sustainability themes, including: worker health and safety, human rights and respect for the en-
vironment and the regions. A systematic and structured information exchange is an opportunity
to encourage reciprocal growth, business consolidation and joint reflection, providing real-time
information, better communication, and “training” and information in a perspective of continu-
ous development .
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SUSTAINABILITY IN THE SUPPLY CHAIN

Snam pays close attention to managing economic, environmental and social risks relating to its
suppliers. It does this particularly during the qualification stage for the most critical goods, the
procedures of which have extremely stringent requirements; for example, the supplier must have
certified management systems.

Snam requires all suppliers to be familiar with Model 231 and with the principles of its Code of
Ethics, thereby ensuring that they comply with workplace safety, health and environmental pro-
tection regulations and with international standards on labour rights.

In 2012, Snam also extended its supplier accident index data collection to the suppliers' entire
working cycle, rather than just their relationship with Snam. This was done to encourage more
transparency and knowledge about the supplier and, where necessary, to start specific awareness-
raising initiatives.

Lastly, in 2012 Snam group companies, by way of contractual documents, began a programme to
raise suppliers' awareness and information of the UN Global Compact's ten principles.

KEY PERFORMANCE INDICATORS (KPI)

R Target achieved Activity
KPI description KPI date Pre-set target in 2012 Sector -
Works suppliers (criticality A and B) ISO 9001 2010 Achieve 100% by 2013 99 Snam group m

and 1SO 14001 certified (%)

55



