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INCOME STATEMENT

(€ million) 2012 2013 2014 Change % Change
Regulated revenue 3,477 3,491 15 0.4
Non-regulated revenue 144 38 22 57.9
Total revenue (*) 3,621 3,529 37 1.0
Operating costs (*) (804) (726) (64) 8.8
EBITDA 2817 2,803 (27) (1.0)
Amortisation, depreciation and impairment losses (706) (769) (34) 44
EBIT 2,111 2,034 (61) (3.0)
Adjusted EBIT 2111 2,060 (87) (4.2)
Net financial expense (794) (472) 75 (15.9)
Net income from equity investments 55 45 86

Pre-tax profit 1,372 1,607 100 6.2
Income taxes (593) (690) 181 (26.2)
Net profit (**) 779 917 281 30.6
Adjusted net profit (**) 992 934 144 15.4

(*)  From 1 January 2014 and only for the reclassified income statement, revenue from the construction and upgrading of distribution infrastructure entered in
accordance with IFRIC 12 and recognised in an amount equal to the costs incurred (€316 million in 2014) is shown as a direct reduction of the respective cost
items. The corresponding amounts for the previous years (€319 million in 2013 and €325 million in 2012) were reclassified accordingly.

(**)  Net profit is attributable to Snam.

NET PROFIT

Net profit amounted to €1,198 million, up by €281 million, or 30.6%, compared with the previous year. This
increase was due mainly to lower income taxes (+€181 million), despite the increase in pre-tax profit, and to
higher net income from equity investments (+€86 million), which related mainly to the revaluation of the equity
investment previously held in A.E.S. (49%) to its fair value as at the date of acquisition of control (+€51 million)
and to the Company's share of the net results for the period of companies accounted for using the equity method
(+€34 million). Specifically, the reduction in taxes is due to the impact (+€120 million) of the adjustment

made to deferred taxes after the additional corporation tax known as the “Robin Hood Tax"* was declared to be
unconstitutional, with effect from 12 February 2015, as well as to the reduction in current taxes (+€62 million) as
a result of the fall in the rate of the aforementioned tax from 10.5% to 6.5% as of 2014.

The increase in net profit was also attributable to the reduction in net financial expense (+€75 million), due
mainly to the decrease in the average cost of borrowing, thanks partly to the measures implemented by the group
to improve its financial structure. These effects were only partially offset by the decrease in EBIT (-€61 million).

40  The Robin Hood Tax paid by natural gas transportation and distribution companies, at a rate of 10.5% for 2011, 2012 and 2013 and 6.5% as of 2014, was introduced by Decree Law n. 138 of 13 August
20171 titled “Additional urgent measures for financial stability and growth”, which was converted into Law n. 148 of 14 September 2011. With its Ruling 10/2015, the Constitutional Court declared the tax
to be unconstitutional with effect from the day after the publication of said ruling in the Italian Official Gazette.
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RECONCILIATION OF REPORTED NET PROFIT WITH ADJUSTED NET PROFIT

The management of Snam evaluates group performance based on adjusted profit, obtained by excluding special items
from reported profit*. Neither IFRS nor US GAAP makes provision for adjusted profit. Management believes that this
measurement of performance allows the development of the business to be analysed, ensuring a better comparison
of results.

The 2014 income components classed as special items related exclusively to the effects of adjusting differed taxes
(€120 million) for natural gas transportation and distribution companies after the application of the so-called Robin
Hood Tax was declared unconstitutional with effect from 12 February 2015.

This effect, classified among the special items, was therefore excluded from the adjusted net profit calculation.

The table below shows the reconciliation of reported net profit with adjusted net profit.

(€ million) 2012 2013 2014 Change % Change

EBIT 2,111 2,034 (61) (3.0)

Excluding special items 26 (26)  (100.0)

Adjusted EBIT 2,111 2,060 (87) (4.2)

Net financial expense (794) (472) 75 (15.9)
- of which special items (335)

Net income from equity investments 55 45 86

Income taxes (593) (690) 181 (26.2)
- of which special items 122 9 111

Net profit 779 917 281 30.6

Excluding special items

- financial expense from early extinguishment of derivatives (*) 213

- charges for voluntary redundancy incentives (*) 17 (17)  (100.0)
- adjustment to deferred taxes (Robin Hood Tax) (120)

Adjusted net profit 992 934 144 15.4

(*)  Net of tax effect.

Adjusted net profit in 2014, which excludes special items, amounted to €1,078 million, an increase of €144 million, or
15.4%, compared with 2013. The increase is due to: (i) lower income taxes (+€70 million) due mainly to the reduction, as of
2014, from 10.5% to 6.5% in the additional corporation tax applied to the natural gas transportation and distribution
segments; (i) higher net income from equity investments (+€86 million); and (iii) the reduction in net financial expense
(+€75 million). These effects were only partially offset by the decrease in adjusted EBIT (-€87 million).

The adjusted tax rate (which includes the application of the additional corporation tax at 6.5%), calculated as the ratio

between taxes and pre-tax profit net of special items, was 36.85%, down from 42.80% in 2013.

41 Income entries are classified as special items, if material, when: (i) they result from non-recurring events or transactions or from transactions or events which do not occur frequently in the ordinary course
of business; or (ii) they result from events or transactions which are not representative of the normal course of business. The tax rate applied to the items excluded from the calculation of adjusted profit is
determined on the basis of the nature of each revenue item subject to exclusion.

Snam 2014 Annual Report



ANALYSIS OF INCOME STATEMENT ITEMS

TOTAL REVENUE

(€ million) 2012 2013
Business segments

Transportation 2,062 2,075
Regasification 35 31
Storage (*) 402 489
Distribution 1,186 1,038
Corporate and other activities 184 183
Consolidation adjustments (248) (287)
Total revenue 3,621 3,529

Financial review

2014 Change % Change
12 0.6

3) (97)

52 10.6

15 1.4

19 10.4

(58) 20.2

37 1.0

(*)  Asof 1April 2013, revenue in the storage sector includes the chargeback of the transportation service provided by Snam Rete Gas pursuant to
Resolution 297/2012/R/gas of 19 July 2012 of the Electricity, Gas and Water Authority. Revenue from these chargebacks, amounting to €36
million and €62 million respectively in 2013 and 2014, is offset in operating costs related to the purchase of transportation capacity provided

by Snam Rete Gas.

REGULATED AND NON-REGULATED REVENUE

(€ million) 2012 2013
Regulated revenues 3,477 3,491
Business segments

Transportation 1,946 2,061
Regasification 23 22
Storage 353 400
Distribution 1,155 1,008
Non-regulated revenue 144 38
Total revenue 3,621 3,529

2014 Change % Change
15 0.4

(3) (0.7)

(3) (13.6)

3 0.8

18 1.8

22 57.9

37 1.0

Regulated revenue (€3,506 million, net of consolidation adjustments) relates to transportation (€2,058 million),
distribution (€1,026 million, of which €38 million pertains to A.E.S.), storage (€403 million) and regasification (€19
million). Regulated revenue, net of components that are offset in costs, amounted to €3,389 million, up by €37

million, or 1.1%, compared with 2013.

Non-regulated revenue (€60 million, net of consolidation adjustments) mainly comprises: (i) additional storage fees

for the 2013-2014 thermal year, arising from contractual agreements between eni and Stogit for activities relating to

Legislative Decree 130/2010 (€13 million); (ii) income from renting and maintaining fibre optic telecommunications

cables (€11 million); (iii) technical services relating to the natural gas distribution segment (€6 million); and (iv)

income from property rental (€5 million).
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OPERATING COSTS
(€ million) 2012 2013 2014 Change % Change

Business segments

Transportation 478 375 27 7.2
Regasification 25 21 2 9.5
Storage (*) 69 110 53 48.2
Distribution 373 319 12 3.8
Corporate and other activities 176 188 28 14.9
Consolidation adjustments (246) (287) (58) 20.2
Consolidation eliminations (71)

804 726 64 8.8

(*)  From 1 April 2013 operating costs in the storage segment include the costs associated with purchasing the transportation capacity provided by Snam
Rete Gas (€36 million and €62 million respectively in 2013 and 2014) pursuant to Resolution 297/2012/R/gas of the Electricity, Gas and Water
Authority of 19 July 2012.

OPERATING COSTS - REGULATED AND NON-REGULATED ACTIVITIES

(€ million) 2012 2013 2014 Change % Change
Costs of regulated activities 686 682 68 10.0
Controllable fixed costs 453 460 11 2.4
Variable costs 48 100 (46) (46.0)
Other costs 185 122 103 84.4
Costs of non-regulated activities 118 44 (4) (9.1)

804 726 64 8.8

OPERATING COSTS OF REGULATED ACTIVITIES

Controllable fixed costs (€471 million), which comprise the sum of personnel expenses and recurring external costs,
rose by €11 million, or 2.4%, compared with 2013 (€460 million).

Variable costs (€54 million) mainly reflect withdrawals from storage for gas sales carried out for balancing purposes.
The reduction of €46 million is mainly due to lower sales carried out in 2014 compared with the previous year (-€35
million).

Other costs (€225 million) relate essentially to: (i) net provisions for risks and charges (€60 million); (ii)
interconnection costs* (€57 million); (iii) natural gas distribution concession charges (€52 million); and (iv) impairment
losses recorded in relation to strategic gas wrongfully withdrawn by certain storage service users in 2010 and 20114
(€30 million). The increase compared with 2013 (+€103 million) was due mainly to higher net provisions and
impairment losses (€92 million).

42 Where the transportation service involves the use of networks of multiple operators, Resolution 166/05 of the AEEGSI, as subsequently amended, provides for the principal operator to invoice users for the
service, transferring to the other operators of the transportation networks the portion attributable to them.

43 For more information, see Note 9 —"“Inventories” of the Notes to the consolidated financial statements.
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OPERATING COSTS OF NON-REGULATED ACTIVITIES
Non-regulated operating costs totalled €40 million, broadly in line with 2013 (€44 million).

Net of components offset in costs, operating costs totalled €673 million in 2014, an increase of €86 million, or
14.7%, compared with 2013.

The following table shows the workforce in service at 31 December 2014 (6,072 people) by business segment and

professional status.

(number) 2012 2013 2014 Change % Change

Business segments

Transportation 1,978 1,952 (78) (4.0)
Regasification 78 79 (2) (2.5)
Storage 307 303 (12) (4.0)
Distribution 3,016 3,008 116 39
Corporate and other activities 672 703 3 0.4
6,051 6,045 27 0.4
(number) 2012 2013 2014 Change % Change
Professional status
Executives 115 116 8 6.9
Managers 560 579 23 4.0
Office workers 3,257 3,271 9 03
Manual workers 2,119 2,079 (13) (0.6)
6,051 6,045 27 0.4
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AMORTISATION, DEPRECIATION AND IMPAIRMENT LOSSES
(€ million) 2012

2013

Amortisation and depreciation 702

759

Business segments

Transportation 449 473
Regasification 5 5
Storage 63 64
Distribution 183 214
Corporate and other activities 2 3
Impairment losses (Reversals) 4 10

706 769

2014 Change % Change
38 5.0

10 2.1

4) (63)

31 14.5

1 333

(4) (40.0)

34 4.4

Amortisation, depreciation and impairment losses (€803 million) rose by €34 million compared with 2013. The

increase was due mainly to higher amortisation and depreciation (+€38 million), primarily as a result of the entry

into service of new infrastructure and the effects (€11 million) of the AEEGSI changing the useful life of certain

metering facilities in the natural gas distribution segment from 20 years to 15 years for tariff purposes*. The increase

was partially offset by lower impairment losses on obsolete gas pipelines in the transportation segment (-€4

million).

EBIT
(€ million) 2012

2013

Business segments

Transportation 1,135 1,217
Regasification 5 5
Storage 270 315
Distribution 626 505
Corporate and other activities 6 (8)
Consolidation eliminations 69

2,111 2,034

2014 Change % Change
(21) (1.7)
(5)  (100.0)
3 1.0
(28) (5.5)
(10)
(61) (3.0)

EBIT* in 2014 totalled €1,973 million, down by €61 million, or 3.0%, compared with 2013. The higher revenue
recorded in all the main business segments (+€59 million) was offset by the increase in operating costs (-€86

million), due essentially to higher net provisions for risks and charges (-€60 million) relating mainly to the natural

gas transportation (€48 million) and distribution (€9 million) segments, and to the impairment losses recorded in

relation to strategic gas in the storage segment (-€30 million), as well as the increase in amortisation, depreciation

and impairment losses (-€34 million).

44 Further information is provided in Note 13 - “Intangible assets” of the Notes to the consolidated financial statements.

45 EBIT was analysed by isolating only the elements that determined a change therein. In particular, it should be noted that applying gas segment tariff regulations generates revenue components that are

offset in costs.
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The positive performance of the storage segment (+€3 million; +1.0%), despite the impairment losses recorded
in relation to strategic gas, was offset by the decrease in EBIT recorded by the distribution (-€28 million; -5.5%),
transportation (€21 million; -1.7%) and regasification (-€5 million) segments.
EBIT decreased by €87 million, or 4.2%, compared with adjusted EBIT for 2013.

NET FINANCIAL EXPENSE
(€ million) 2012 2013 2014 Change % Change

Expense on financial debt 470 490 (55) (11.2)

- Expense on short- and long-term financial debt (*) 470 490 (55) (11.2)

Expense (income) on derivatives — ineffective portion 335

- Interest rate swaps (IRS) (**) 335

Other net financial expense 27 16 (17)

- Accretion discount 11 13 4 30.8

- Other net financial expense (income) (*) 16 3 (21)

Financial expense capitalised (38) (34) (3) 8.8
794 472 (75)  (15.9)

(*)  Inorder to present as accurate a representation of “Financial (income) expense” as possible, the economic effects attributable to the effective portion
of hedging derivatives are recorded under the same item as those of the hedged elements. Any economic effects attributable to the ineffective portion
of hedging derivatives are recorded under “Expense (income) on derivatives”. The values for the comparison years were reclassified accordingly.

(**)  The figure for 2012 (€335 million) concerns the financial expense arising from the early extinguishment of 12 IRS contracts outstanding with eni.

Net financial expense (€397 million) decreased by €75 million compared with 2013, due mainly to a lower average
cost of borrowing, thanks in part to the initiatives to optimise the group’s financial structure implemented by Snam,
partly offset by an increase in average debt in the period.

Financial expense of €37 million was capitalised in 2014 (€34 million in 2013).
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NET INCOME FROM EQUITY INVESTMENTS
(€ million) 2012 2013 2014 Change % Change

Equity method valuation effect 55 45 34 75.6
Other net income (expense) 52
55 45 86

Net income from equity investments (€131 million) comprised: (i) the portion of net profit for the period of
equity-accounted investments (€79 million; +€34 million), referring in particular to TIGF Holding S.A.S. (€24
million; +€51 million“), Toscana Energia S.p.A. (€23 million; +€4 million), Azienda Energia e Servizi Torino S.p.A. -
A.E.S. (€20 million*; -€16 million) and Gasbridge 1 B.V. and Gasbridge 2 B.V (€9 million in total; -€3 million); and
(ii) other income (€52 million) arising from the remeasurement (€51 million) of the equity investment previously

held in A.E.S. (49%) at its fair value as at the date of acquisition of control®.

INCOME TAXES
(€ million) 2012 2013 2014 Change % Change

Current taxes 726 793 (62) (7.8)
(Prepaid) deferred taxes
Deferred taxes (127) (87) 19 (21.8)
Prepaid taxes (6) (16) (18)

(133)  (103) 1 (1.0)
Effects of adjustment of deferred taxes (special items) (120)
Tax rate (%) 43.2 42.9 (13.1)

593 690 (181)  (26.2)

Income tax (€509 million) decreased by €181 million, or 26.2%, compared with the previous year. This decrease,
despite the increase in pre-tax profit, is mainly due to: (i) the effects (€120 million) of adjusting deferred taxes after
the application of the additional corporation tax known as the Robin Hood Tax was declared unconstitutional by the
Constitutional Court in its Ruling 10/2015 of 9 February 2015. Pursuant to said ruling, the tax, which was levied on the
Snam Group'’s natural gas transportation and distribution activities, was unconstitutional with effect from the day after
the ruling was published in the Italian Official Gazette, i.e. 12 February 2015. Even though the unconstitutionality of
the tax took effect in 2015, Snam recognised the effects of adjusting deferred taxes in its financial statements at 31
December 2014 by amending the additional corporation tax components of the provisions; (ii) the decrease in current
taxes (+€62 million) owing to the reduction, effective from 2014, in the additional corporation tax rate from 10.5% to
6.5%. The tax rate was 29.8% (42.9% in 2013). The change was due mainly to the aforementioned effects related to the
Robin Hood Tax®. The adjusted tax rate, which includes the additional corporation tax at 6.5% and excludes the effects
of adjusting deferred taxes (€120 million), was 36.85% (42.80% in 2013).

46 The increase was due to the recognition in 2013 of €27 million of valuation capital losses arising from the expense, mainly stamp duty, incurred by TIGF Investissement (a wholly owned subsidiary of TIGF
Holding S.A.S.) for the acquisition of TIGF S.A. (a wholly owned subsidiary of TIGF Investissement).

47 The AES. results refer to the period 1 January 2014 - 30 June 2014. Since 1 July 2014, A.E.S. has been consolidated fully in the natural gas distribution segment.
48 The remeasurement was performed pursuant to IFRS 3 - “Business combinations”.

49 The reconciliation of the theoretical tax rate with the effective tax rate is described in Note 30 - “Income taxes” of the Notes to the consolidated financial statements.
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The reclassified balance sheet combines the assets and liabilities of the compulsory format included in the Annual

Report and the Half-Year Report based on how the business operates, usually split into the three basic functions of

investment, operations and financing.

Management believes that this format presents useful information for investors as it allows the identification of the

sources of financing (equity and third-party funds) and the investment of financial resources in fixed and working

capital.

Management uses the reclassified balance sheet to calculate the key profitability ratios (ROl and ROE).

RECLASSIFIED BALANCE SHEET (*)

(€ million) 31.12.2013
Fixed capital 20,583
Property, plant and equipment 14,851
Compulsory inventories 363
Intangible assets 4,710
Equity investments 1,024
Financial receivables held for operating activities 2
Net payables for investments (367)
Net working capital (1,155)
Provisions for employee benefits (124)
Assets held for sale and directly related liabilities 16
NET INVESTED CAPITAL 19,320
Shareholders’ equity (including minority interests)
- attributable to Snam 5,993
- attributable to minority interests 1
5,994
Net financial debt 13,326
COVERAGE 19,320

31.12.2014 % Change

1,230
548

366
378

(2)
(60)
291
(17)

1,504

1,178

1,178

326

1,504

(*)  For the reconciliation of the reclassified consolidated balance sheet with the compulsory format, please see the paragraph “Reconciliation of the

reclassified consolidated financial statements with the compulsory formats” below.

Fixed capital (€21,813 million) rose by €1,230 million compared with 31 December 2013, due essentially to an

increase in property, plant and equipment and intangible assets (+€914 million) and in equity investments (+€378

million).

Snam 2014 Annual Report

75



76

Financial review

Changes in property, plant and equipment and intangible assets (+€914 million) are analysed below:

Property, plant Intangible
(€ million) and equipment assets Total
Balance at 31 December 2013 14,851 4,710
Technical investments 913 400
Amortisation, depreciation and impairment losses (536) (267)
Change in scope of consolidation 29 261
Transfers, eliminations and divestments 9) (14)
Other changes 151 (14)
Balance at 31 December 2014 15,399 5,076

Other changes (€137 million) relate essentially to: (i) the effects of adjusting the present value of disbursements

for the dismantling and restoration of sites (+€157 million), mainly due to a reduction in the expected discounting
rates; (ii) the change in inventories of pipes and related accessory materials purchased for investment activities and
not yet used to construct the plants (+€35 million); and (iii) grants for the period (€65 million).

The change in the scope of consolidation (€290 million) refers to the acquisition of control of A.E.S. Torino S.p.A.,
with effect from 1 July 2014, following the spin-off that involved the corporate unbundling of natural gas distribution
activities from heating and district heating activities. As of this date, Italgas holds 100% of the share capital of the
spun-off company, A.E.S. Torino S.p.A., which exclusively provides the natural gas distribution service in the Turin area.

TECHNICAL INVESTMENTS
(€ million) 2013 2014

Business segments

Transportation 672
Regasification 5
Storage 251
Distribution 358
Corporate and other activities 7
Consolidation eliminations (3)
Technical investments 1,290

Technical investments in 2014, totalling €1,313 million® (€1,290 million in 2013), related mainly to the transportation
(€700 million), distribution (€359 million) and storage (€240 million) segments.

50 An analysis of the investments made by each business segment is provided in the "Business segment operating performance” section of this Report.
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COMPULSORY INVENTORIES

Compulsory inventories, at €363 million (the same as at 31 December 2013), consist of the minimum quantities

of natural gas that the storage companies are obliged to hold pursuant to Presidential Decree No. 22 of 31 January
2001. The quantities of gas in stock, corresponding to approximately 4.5 billion standard cubic metres of natural gas,
are determined annually by the Ministry of Economic Development®'.

EQUITY INVESTMENTS

Equity investments (€1,402 million) include the valuation of equity investments using the equity method and refer
in particular to TIGF Holding S.A.S. (€565 million), Trans Austria Gasleitung GmbH, or TAG (€486 million)®, Toscana
Energia S.p.A. (€163 million), and Gasbridge 1 B.V. and Gasbridge 2 B.V. (€127 million in total).

NET WORKING CAPITAL
(€ million) 31.12.2013 31.12.2014 Change

Trade receivables 2,268 (540)
Inventories 156 (1)
Tax receivables 53 37
Other assets 231 (14)
Trade payables (1,047) 231
Provisions for risks and charges (837) (177)
Deferred tax liabilities (727) 214
Accruals and deferrals from regulated activities (203) 167
Tax payables (143) 121
Derivatives (7) 3
Other liabilities (899) 250

(1,155) 291

Net working capital (€864 million) increased by €291 million compared with 31 December 2013, owing mainly to: (i)
the reduction in other liabilities (+€250 million) and in accruals and deferrals from regulated activities (+€167 million),
relating mainly to the storage segment and due primarily to the recording of “Trade and other receivables” net of the
related liabilities (€420 million in total) associated with strategic gas withdrawals made by some users in 2010 and
2011, in connection with which the fees set by the Authority® have not been paid and the quantities withdrawn have
not been replenished within the timeframes set forth in the Storage Code; (ii) the reduction in trade payables (+€231
million), relating mainly to the transportation segment (+€183 million), as a result of lower payables arising from the
balancing service (+€163 million); (iii) the reduction in deferred tax liabilities (+€214 million), attributable mainly

to the effects of adjustments to deferred taxes following the declaration of the unconstitutionality of the additional
corporation tax (+€120 million); and (iv) lower tax payables (+€121 million) due to the reduction in the rate of
additional corporation tax from 10.5% to 6.5% as of 2014, and to higher advance tax payments.

51 On 26 January 2015, the Ministry of Economic Development set the strategic storage volume at 4.62 billion cubic metres for the 2015-2016 contractual storage year (1 April 2015 - 31 March 2016). This
was in line with the volume set for the 2014-2015 contractual year. The quota pertaining to Stogit remained unchanged, at 4.5 billion cubic metres.

52 The investment'’s book value (€505 million) was adjusted for the negative effect (-€19 million) of the difference between the issue price of Snam shares determined by the Board of Directors on 17
December 2014 (€4.218 per share) and the fair value of Snam shares (€4.056 per share) on the transaction completion date (19 December 2014). The amount, which was determined based on an
estimated reference balance sheet at 30 November 2014, may be adjusted for cash in accordance with market practices. For more information on the acquisition of the equity investment in TAG, see the
“Annual Profile - Main events” section of this Report.

53 For more information, see Note 8 - “Trade and other receivables” of the Notes to the consolidated financial statements.
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These factors were partly offset by: (i) the decrease in trade receivables (€540 million), relating mainly to the
storage segment (-€493 million), due primarily to the aforementioned method of recording liabilities relating to
withdrawals of strategic gas (€420 million); (ii) the increase in provisions for risks and charges (€177 million),

due essentially to the revised estimate of the provisions for site dismantling and restoration in the storage (-€103

million) and transportation (€54 million) segments due to the reduction in projected interest rates.

ASSETS HELD FOR SALE AND DIRECTLY RELATED LIABILITIES

Assets held for sale and directly related liabilities relate to a property complex owned by Italgas (€16 million, net of

environmental provisions for charges relating to restoration work on the property) for which negotiations for a sale

are ongoing*.

STATEMENT OF COMPREHENSIVE INCOME

(€ million) 2013
Net profit 917
Other components of comprehensive income
Components that can be reclassified to the income statement:
Change in fair value of cash flow hedging derivatives (effective share) (m
1I:Dor“tion of equity investments valued using the e’c']uity method pertaining (5)
o "other components of comprehensive income
Tax effect
(6)
Components that cannot be reclassified to the income statement:
Actuarial (losses)/gains from remeasurement of defined-benefit obligations 6
Tax effect (2)
4
Total other components of comprehensive income, net of tax effect (2)
Total comprehensive income for the period 915
attributable to:
- Snam 915
- Minority interests
915

2014

54 These negotiations are pursuant to commitments arising from the agreement to buy Italgas from eni. To this end, please note that in April 2014 the preliminary sales agreement was signed between Italgas

S.p.A. and eniservizi S.p.A. For more information, see Note 24 - "Guarantees, commitments and risks — Other commitments and risks” in the Notes to the consolidated financial statements.
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Shareholders’ equity at 31 December 2013

Increases owing to:

- Comprehensive income for 2014 1,191
- Capital increase (*) 502
Decreases owing to:

- Distribution of balance of 2013 dividend (507)
- Other changes (**) (8)

Shareholders’ equity including minority interests at 31 December 2014

attributable to:

- Snam

- Minority interests

(*)  The capital increase was carried out in connection with the acquisition of the equity investment in TAG, equal to 84.47% of the company’s share
capital, for a contractual amount of €505 million. The increase of €502 million took place through the issuance of 119,000,000 ordinary shares, with
no nominal value, at a unit price of €4.218, of which €126 million pertained to the capital increase and €376 million to the share premium.

(**)  The other changes (-€8 million) relate mainly to the negative change (-€19 million) arising from the difference between the issue price of Snam shares
decided by the Board of Directors on 17 December 2014 (€4.218 per share) and the fair value of Snam shares (€4.056 per share) on the transaction

completion date (19 December 2014).

Information about the individual shareholders’ equity items and changes therein compared with 31 December 2013

is provided in Note 22 - "Shareholders’ equity” in the Notes to the consolidated financial statements.

RECONCILIATION BETWEEN THE SEPARATE AND CONSOLIDATED NET INCOME AND SHAREHOLDERS' EQUITY

OF SNAM S.p.A.
(€ million)
Net income Shareholders’ equity
2013 2014 31.12.2013 31.12.2014
Financial statements of Snam S.p.A. 705
Net income of companies included in the scope of consolidation 1,025
Difference between the book value of equity investments in
consolidated companies and the shareholders’ equity in the
financial statements, including the net result for the period
Consolidation adjustments for:
- Dividends (776)
- Income from valuation of equity investments using the equity
method and other income from equity investments (38)
- Other consolidation adjustments, net of tax effect 1
(813)
Minority interests
Consolidated financial statements 917
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NET FINANCIAL DEBT
(€ million) 31.12.2013 31.12.2014 Change
Financial and bond debt 13,328 614
Short-term financial debt (*) 2,250 (193)
Long-term financial debt 11,078 807
Financial receivables and cash and cash equivalents (2) (288)
Financial receivables not held for operations (216)
Cash and cash equivalents (2) (72)
13,326 326

(*)  Includes the short-term portion of long-term financial debt.

Net financial debt was €13,652 million at 31 December 2014, compared with €13,326 million at 31 December 2013.
The positive net cash flow from operations (€1,529 million) allowed the Company to cover all of the financial
requirements associated with technical investments and to generate free cash flow of €297 million. Following the
payment to shareholders of €507 million as the balance of the 2013 dividend, net financial debt amounted to €13,652
million, an increase of €326 million compared with 31 December 2013, of which €112 million related to the change in
the scope of consolidation following the acquisition of control of A.E.S., with effect from 1 July 2014.

Financial and bond debt, which totalled €13,942 million (compared with €13,328 million at 31 December 2013), was
denominated entirely in euros, with the exception of a fixed-rate bond worth ¥10 billion, which was fully converted into
euros using a hedging derivative cross-currency swap (CCS).

Financial receivables and cash and cash equivalents, which totalled €290 million, include financial receivables not held for
operations from companies under joint control (€216 million)=.

The change in cash and cash equivalents (€72 million) is due to the creation of a deposit account (€47 million) at a
leading credit institution for portfolio transactions in the natural gas distribution segment, and to cash held by Gasrule Ltd
for the performance of the group’s insurance activities (€25 million).

Financial debt at 31 December 2014 related mainly to bonds (€10.6 billion; 76.3%), bank loans (€2 billion; 14.7%) and
loan agreements concerning European Investment Bank (EIB) funding (€1.3 billion; 9%)=.

Long-term financial debt (€11,885 million) represents around 85% of financial debt (around 83% at 31 December 2013).

55 The contractual agreements drawn up between Snam, TAG and Gas Connect Austria GmbH (GCA) stipulate that if TAG is not capable of self-financing, the other companies must finance it according to
the equity investment held by each of them. On 19 December 2014, Snam and TAG agreed a shareholders’ loan in the form of a revolving credit line for a maximum of €285.5 million, maturing in January
2015, and subsequently extended to July 2015.

56 With effect from 20 March 2014, Snam directly took on two loans with the EIB, totalling €300 million, which were previously brokered by CDP.

Snam 2014 Annual Report



Financial review

The following table shows long-term financial debt broken down by maturity date:

(€ million) Maturity date
Total at 31.12.2014 2016 2017 2018 2019 After2019
Bonds 9,656 1,447 1,248 1,564 1,562 3,835
Loans 2,229 21 1,020 45 83 1,060
11,885 1,468 2,268 1,609 1,645 4,895

The breakdown of debt by type of interest rate at 31 December 2014 is as follows:

(€ million) 31.12.2013 % %  Change
Fixed rate 8,559 64 69 1,122
Floating rate 4,769 36 31 (508)

13,328 100 100 614

Fixed-rate financial liabilities (€9,681 million) rose by €1,122 million after new bonds were issued.

Floating-rate debt (€4,261 million) fell by €508 million compared with 31 December 2013, owing essentially to the early
repayment of bilateral revolving credit lines (-€1,370 million) and the repayment of two term loans that had reached their
natural maturity (€701 million). These effects were partly offset by new bank loans taken out (+€1,000 million) and new
bond issues (+€645 million").

At 31 December 2014, Snam had unused committed long-term credit lines worth €3.9 billion.

Information on financial covenants can be found in Note 16 - “Short-term financial liabilities, long-term financial liabilities
and short-term portions of long-term liabilities” of the Notes to the consolidated financial statements.

57 The €500 million bond issued in October 2014 was converted from a fixed-rate loan to a floating-rate loan using an interest rate swap (IRS).
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RECLASSIFIED STATEMENT OF CASH FLOWS

The reclassified statement of cash flows set out below summarises the legally required format. It shows the
connection between the opening and closing cash and cash equivalents and the change in net financial debt during
the period. The two statements are reconciled through the free cash flow, i.e. the cash surplus or deficit left over after
servicing capital expenditure. The free cash flow closes either: (i) with the change in cash for the period, after adding/
deducting all cash flows related to financial liabilities/assets (taking out/repaying financial receivables/payables) and
equity (payment of dividends/capital injections); or (ii) with the change in net financial debt for the period, after
adding/deducting the debt flows related to equity (payment of dividends/capital injections).
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RECLASSIFIED STATEMENT OF CASH FLOWS (*)
(€ million) 2012 2013 2014

Net profit 779 917
Adjusted for:

- Amortisation, depreciation and other non-monetary components 652 725
- Net capital losses (capital gains) on asset sales and eliminations (13) 3
- Interest and income taxes 959 1,094
Change in working capital due to operating activities (218) 46
Dividends, interest and income taxes collected (paid) (1,198) (1,087)
Net cash flow from operating activities 961 1,698
Technical investments (1.215) (1,187)
Equity investments (**) (135) (599)
Change in scope of consolidation and business units (905) (14)
Divestments 963 29
Other changes relating to investment activities (59) (19)
Free cash flow (390) (92)

Change in financial receivables not held for operations

Change in short- and long-term financial debt 1,214 920

Equity cash flow (***) (811) (841)

Effect of the change in scope of consolidation

Net cash flow for the period 13 (13)

CHANGE IN NET FINANCIAL DEBT

(€ million) 2012 2013 2014

Free cash flow (390) (92)

Financial payables and receivables from acquired companies

Exchange rate differences on financial debt 5

Adjustment to fair value of financial debt

Equity cash flow (***) (811) (841)

Change in net financial debt (1,201) (928)

(*)  For the reconciliation of the reclassified statement of cash flows with the compulsory format, please see the paragraph “Reconciliation of the reclassified
financial statements with the compulsory formats” below.

(**)  With regard to the acquisition of the equity investment in TAG from CDP Gas S.r.l. (CDP GAS) for a total contractual amount of €505 million, only the
cash portion of the sum paid by Snam to CDP GAS (€3 million) is recorded in the 2014 statement of cash flows. The capital increase, including the
share premium, was worth €502 million.

(***) The dividend paid in 2014 refers to the balance of the 2013 dividend (€507 million). Snam did not pay out an interim dividend in 2014.
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RECONCILIATION OF THE RECLASSIFIED FINANCIAL STATEMENTS WITH THE COMPULSORY FORMATS

RECLASSIFIED BALANCE SHEET

(€ million)
31.12.2013 31.12.2014

Reference to Partial Partial
Notes to the amount amount

(Where not expressly stated, consolidated fromlegally =~ Amount from fromlegally =~ Amountfrom

the component is taken directly financial required reclassified required reclassified

from the legally required format) statements format format format format

Fixed capital

Property, plant and equipment 14,851

Compulsory inventories 363

Intangible assets 4,710

Equity-accounted investments 1,024

Financial receivables held for operating activities (note 8) 2

Net payables for investments, consisting of: (367)

- Payables for investment activities (note 17) (379)

- Receivables from investment/divestment activities (note 8) 12

Total fixed capital 20,583

Net working capital

Trade receivables (note 8) 2,268

Inventories 156

Tax receivables, consisting of: 53

- Current income tax assets and other current tax assets (note 10) 23

- IRES receivables for the national tax consolidation scheme (note 8) 30

Trade payables (note 17) (1,047)

Tax payables, consisting of: (143)

[lacbt:nﬁg: income tax liabilities and other current tax (note 10) (142)

- IRES payables for the national tax consolidation scheme (note 17) (1)

Deferred tax liabilities (727)

Provisions for risks and charges (837)

Derivatives (notes 11 and 18) (7)

Other assets, consisting of: 231

- Other receivables (note 8) 130

- Other current and non-current assets (note 11) 101

Assets and liabilities from regulated activities, consisting of: (203)

- Regulated assets (note 11) 141

- Regulated liabilities (note 18) (344)

Other liabilities, consisting of: (899)

- Other payables (note 17) (471)

- Other current and non-current liabilities (note 18) (428)

Total net working capital (1,155)

Provisions for employee benefits (124)

Assets held for sale and directly related liabilities,

consisting of: 16

- Assets held for sale 23

- Liabilities directly associated with assets held for sale (7)

NET INVESTED CAPITAL 19,320

Shareholders’ equity including minority interests 5,994

Net financial debt

Financial liabilities, consisting of: 13,328

- Long-term financial liabilities 11,078

- Current portion of long-term financial liabilities 303

- Short-term financial liabilities 1,947

Financial receivables and cash and cash equivalents,

consisting of: (2)

- Financial receivables not held for operations (note 8)

- Cash and cash equivalents (2)

Total net financial debt

13,326

COVERAGE

19,320
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RECLASSIFIED STATEMENT OF CASH FLOWS

(€ million)
2013 2014
Partial Partial
amount amount
fromlegally = Amountfrom fromlegally = Amount from
Items from the reclassified statement of cash flows required reclassified required reclassified
and reconciliation with the legally required format format format format format
Net profit 917
Adjusted for:
Amortisation, depreciation and other non-monetary components: 725
- Amortisation and depreciation 759
- Impairment losses 10
- Equity method valuation effect (45)
- Change in provisions for employee benefits 1
- Other changes
Net capital losses (capital gains) on asset sales and eliminations 3
Interest and income taxes 1,094
- Interest income (8)
- Interest expense 412
- Income taxes 690
Change in working capital due to operating activities: 46
- Inventories 1
- Trade receivables (343)
- Trade payables 283
- Change in provisions for risks and charges 30
- Other assets and liabilities 216
- Reclassification: derivative liabilities (141)
Dividends, interest and income taxes collected (paid): (1.087)
- Dividends collected 70
- Interest collected 1
- Interest paid (399)
- Income taxes (paid) received (759)
Net cash flow from operating activities 1,698
Technical investments: (1,187)
- Property, plant and equipment (839)
- Intangible assets (348)
Investments in companies joining the scope of consolidation and business units: (14)
Equity investments (599)
Divestments: 29
- Property, plant and equipment 3
- Intangible assets 17
- Equity investments 9
Other changes relating to investment activities: (19)
- Change in net payables relating to investment activities (22)
- Change in net payables for divestments 3
Free cash flow (92)
Change in financial receivables not held for operations
Change in financial payables: 920
- Taking on long-term financial debt 3,808
- Repaying long-term financial debt (4,471)
- Increase (decrease) in short-term financial debt 1,442
- Reclassification: derivative liabilities 141
Equity cash flow (841)
Effect of the change in scope of consolidation
Net cash flow for the period (13)
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Snam S.p.A. financial review

Snam S.p.A. is an industrial holding company listed on the Milan stock exchange. It heads up the Snam Group and
holds 100% of the share capital of operating companies Snam Rete Gas S.p.A., GNL Italia S.p.A., Stogit S.p.A. and
Italgas S.p.A., which are responsible for managing and developing the natural gas transportation, regasification,
storage and distribution segments, respectively. In addition, since July 2014, Snam S.p.A. has held 100% of the share
capital of Gasrule Insurance Limited, an insurance company based in Dublin. Snam S.p.A. is also responsible for the
strategic planning, management, coordination and control of its subsidiaries.

As at 31 December 2014, Cassa Depositi e Prestiti (CDP), through CDP Reti S.p.A. and CDP Gas S.r.l., holds 28.98%
and 3.40% respectively of the share capital of Snam S.p.A.

On 25 and 31 March 2015, after approval by Snam's Board of Directors of the consolidated financial statements and the
draft financial statements of the parent company for 2014 at its meeting of 11 March 2015, Cassa Depositi e Prestiti
S.p.A. (CDP) notified Snam S.p.A. that "pursuant to international accounting standard IFRS 10 - Consolidated Financial
Statements -, the requirement has arisen for CDP to fully consolidate Snam S.p.A. as of the financial statements as at
31 December 2014, compared with 31 December 2013". Snam is not subject to management and coordination. Snam
informed Consob.

RECLASSIFIED INCOME STATEMENT

To facilitate the reading of the income statement, in view of the fact that Snam S.p.A. is an industrial holding company,
the following reclassified income statement has been prepared, which “inverts the order of the income statement items
pursuant to Legislative Decree 127/1991, presenting first those which relate to the financial operations, as this is the most
significant component of income for those companies” (see Consob Communication 94001437 of 23 February 1994).

RECLASSIFIED INCOME STATEMENT
(€ million) 2012 2013 2014 Change % Change

Financial income and expense

Income from equity investments 407 757 (221) (29.2)
Interest income and other financial income (*) 206 446 (61) (13.7)
Interest expense and other financial expense (*) (233) (490) 55 (11.2)
Total financial income and expense 380 713 (227) (31.8)
Income from services rendered 173 170 15 8.8
Other income 11 13 (1) (7.7)
Other operating income 184 183 14 7.7
Other operating expenses

For personnel (59) (65) (3) 46
For non-financial services and other costs (119) (126) (21) 16.7
Total other operating expenses (178) (191) (24) 12.6
Pre-tax profit 386 705 (237) (33.6)
Income taxes 4 2

Net profit 390 705 (235)  (33.3)

(*)  Inorder to provide as accurate a representation of “Financial income (expense)” as possible, the economic effects attributable to the effective portion
of hedging derivatives are recorded under the same item as those of the hedged elements. Any economic effects attributable to the ineffective portion
of hedging derivatives are recorded under “(Expense) income on derivatives”. The values for the comparison years have been reclassified accordingly.
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Net profit for 2014 amounted to €470 million, down by €235 million, or 33.3%, compared with the previous
year. The decrease was due to lower income from equity investments (€221 million), primarily as a result of fewer
dividends paid out by subsidiaries (-€242 million).

ANALYSIS OF INCOME STATEMENT ITEMS

FINANCIAL INCOME AND EXPENSE

(€ million) 2012 2013 2014 Change % Change
Income from equity investments 407 757 (221) (29.2)
Interest income and other financial income (*) 206 446 (67) (13.7)
Interest expense and other financial expense (*) (233) (490) 55 (11.2)

380 713 (227)  (31.8)

(*)  Inorder to provide as accurate a representation of “Financial income (expense)” as possible, the economic effects attributable to the effective portion
of hedging derivatives are recorded under the same item as those of the hedged elements. Any economic effects attributable to the ineffective portion
of hedging derivatives are recorded under “(Expense) income on derivatives”. The values for the comparison years have been reclassified accordingly.

Income from equity investments (€536 million) primarily comprises: (i) dividends paid out by subsidiaries Snam Rete
Gas S.p.A. (€258 million), Italgas S.p.A. (€157 million), Stogit S.p.A. (€82 million) and GNL ltalia S.p.A. (€1 million),
as well as by jointly controlled companies GasBridge 1 B.V. and GasBridge 2 B.V. (€10 million); and (ii) other income
pertaining to TIGF Holding S.A.S. (€28 million).

Interest income and other financial income (€385 million) essentially refers to interest income from the intragroup
loans granted by Snam to the subsidiaries.

Interest expense and other financial expense (€435 million) refers to the costs relating to short- and long-term
financial debt, and concerns expenses on bonds® (€350 million) and on loans from banks and other financial
institutions (€85 million).

The decrease in interest expense and other financial expense (€55 million) and in interest income and other financial
income (€61 million) was due mainly to a reduction in the average cost of borrowing, partly as a result of the measures
implemented by Snam to improve the group's financial structure®.

OTHER OPERATING INCOME
(€ million) 2012 2013 2014 Change % Change

Income from services rendered 173 170 15 8.8
Other income 11 13 (m (7.7)
Total other operating income 184 183 14 7.7

58 Details of the bond issues that took place during the year and their conditions are provided in Note 14 - “Short-term financial liabilities, long-term financial liabilities and short-term portions of long-term
liabilities” of the Notes to the separate financial statements of Snam S.p.A.

59 For more information, see the “Annual profile — Main events” section of this Report.
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Income from services rendered (€185 million) refers to the chargebacks to subsidiaries of the costs incurred to

perform services managed centrally by Snam S.p.A. These services are governed by contracts concluded between the

parent company and its subsidiaries in the following areas: ICT, personnel and organisation, planning, administration,

finance and control, general services, property and security services, legal and corporate affairs and compliance,

health, safety and environment, regulation, external relations and communication, internal audit and Enterprise Risk

Management (ERM). The pricing model for service contracts is based on the chargeback of costs incurred to provide

the services on a full-cost basis.

Other income (€12 million) essentially refers to revenue from renting and maintaining fibre optic

telecommunications cables for third parties.

OTHER OPERATING EXPENSES

(€ million) 2012 2013
For personnel 59 65
For non-financial services and other costs 119 126
Total other operating expenses 178 191

The personnel cost amounted to €68 million, broadly in line with the previous year.

2014 Change % Change

3 4.6
21 16.7
24 12.6

The number of employees as at 31 December 2014 (705 people) is analysed below by professional status:

(number) 31.12.2012 31.122013 31.122014 Change % Change

Professional status

Executives 41 51
Managers 181 193
Office workers 443 453
Manual workers 7 6

672 703

3 5.9
9 4.7
(9) (2.0)
(1) (16.7)
2 0.3

Costs for non-financial services and other costs (€147 million) consist mainly of expenses for the provision of

services that are charged back to subsidiaries.
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RECLASSIFIED BALANCE SHEET®®

31.12.2014

(€ million) 31.12.2013
Fixed capital 18,016
Property, plant and equipment 3
Intangible assets 13
Equity investments 8,197
Financial receivables held for operations (*) 9,833
Net receivables (payables) for investments (30)
Net working capital 129
Provisions for employee benefits (16)
NET INVESTED CAPITAL 18,129
Shareholders’ equity 6,440
Net financial debt 11,689
COVERAGE 18,129

(*)  Includes short-term portions.

Change

Fixed capital (€18,925 million) rose by €909 million compared with 31 December 2013, due mainly to an increase

in equity investments (+€499 million) and in financial receivables held for operations (+€408 million).

EQUITY INVESTMENTS

Equity investments of €8,696 million break down as follows:

(€ million) o  Balanceat  Acquisitions and Other Balance at
6 ownership 31122013 subscriptions  changes 31.12.2014
Equity investments in subsidiaries
Snam Rete Gas S.p.A. 100% 2,849 2,849
GNL [talia S.p.A. 100% 43 43
Italgas S.p.A. 100% 2,966 2,966
Stogit S.p.A. 100% 1,618 1,618
Gasrule Insurance Ltd 100% 20 20
Investments in companies under joint control
TIGF Holding SAS 45% 597 597
Trans Austria Gasleitung GmbH 84.47% 486 486
Gasbridge 1 B.V. and Gasbridge 2 B.V. 50% 124 (7) 117
8,197 506 (7) 8696

60 Please refer to the "Financial review” section of the consolidated financial statements for an explanation of the methodology used in the reclassified financial statements.

Snam 2014 Annual Report



Snam S.p.A. financial review

Acquisitions and subscriptions (€506 million) refer mainly to the acquisition of the stake in Trans Austria Gasleitung
GmbH (TAG), corresponding to 84.47% of the company's share capital and 89.22% of the economic rights. The
acquisition amount was paid as follows: (i) a capital increase excluding option rights pursuant to Article 2441, paragraph
4 of the Italian Civil Code, reserved for CDP GAS, at an issue price of €4.218, including the share premium, equal to

the weighted average value of the official prices of Snam shares recorded in the 180 calendar days preceding the date

on which the price was set (€502 million); and (ii) a cash amount equal to €3 millions'. The book value of the equity
investment at 31 December 2014 (€486 million) includes the negative change (€19 million) arising from the difference
between the issue price of Snam shares (€4.218 per share) and the fair value of Snam shares (€4.056 per share) on the
transaction completion date (19 December 2014).

NET WORKING CAPITAL
(€ million) 31.12.2013 31.12.2014 Change

Trade receivables 87 13
Tax receivables 147 (75)
Net prepaid tax assets 6 3
Other assets 75 (38)
Trade payables (62) (2)
Tax payables (81) 72
Derivatives (7) 3
Provisions for risks and charges (5) 1
Other liabilities (31 (37)

129 (60)

Net working capital fell by €60 million compared with 31 December 2013 to €69 million, owing mainly to: (i) the
reduction in tax receivables (€75 million) as a result of fewer receivables from subsidiaries for the national tax
consolidation scheme (-€126 million) arising from the different dynamic in tax payments on account, partly offset by
higher receivables from subsidiaries for group VAT (+€36 million); (ii) the reduction in other assets (-€38 million) owing
mainly to the recharging to the income statement of prepayments relating to up-front fees and the substitute tax on the
revolving credit lines (€24 million), and the reduction in receivables from joint ventures for other income to be received
(€12 million); and (iii) the increase in other liabilities (€37 million) owing primarily to payables to subsidiaries for VAT
payments on account (-€34 million). These factors were partially offset by the reduction in tax payables (+€72 million)
owing to the dynamic of payments on account.

61 The acquisition contract signed by Snam and CDP GAS provided for the issue of up to 119 million ordinary Snam shares and the payment in cash of any difference between the contractually agreed
purchase cost and the value of the capital increase. The fee, which was determined based on an estimated reference balance sheet at 30 November 2011, may be adjusted for cash in accordance with
market practices.
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STATEMENT OF COMPREHENSIVE INCOME

(€ million) 2013
Net profit 705
Other components of comprehensive income
Components that can be reclassified to the income statement:
Change in fair value of cash flow hedging derivatives (effective share) (m
Tax effect

(1)
Components that cannot be reclassified to the income statement:
Actuarial (losses)/gains from remeasurement on defined-benefit obligations 1

1

Total other components of comprehensive income, net of tax effect
Total comprehensive income for the period 705
SHAREHOLDERS' EQUITY
(€ million) 2013
Shareholders’ equity at 31 December 2013
Increases owing to:
- Comprehensive income for 2014 467
- Capital increase (*) 502
Decreases owing to:
- Distribution of balance of 2013 dividend (507)
- Other changes (**) (17)

Shareholders’ equity at 31 December 2014

2014

2014

(*)  The capital increase was carried out in connection with the acquisition of the equity investment in TAG, equal to 84.47% of the company'’s share capital,
for a contractual amount of €505 million. The increase of €502 million took place through the issuance of 119 million ordinary shares, with no nominal

value, at a unit price of €4.218, of which €126 million pertained to the capital increase and €376 million to the share premium.

(**)  The other changes (€17 million) relate mainly to the negative change (-€19 million) arising from the difference between the issue price of Snam
shares decided by the Board of Directors on 17 December 2014 (€4.218 per share) and the fair value of Snam shares (€4.056 per share) on the

transaction completion date (19 December 2014).

Snam 2014 Annual Report



Snam S.p.A. financial review 93

NET FINANCIAL DEBT
(€ million) 31.12.2013 31.12.2014 Change
Financial and bond debt 13,326 614
Short-term financial debt (*) 2,250 (194)
Long-term financial debt 11,076 808
Financial receivables and cash and cash equivalents (1,637) (213)
Financial receivables not held for operations (1,635) (213)
Cash and cash equivalents (2)

11,689 401

(*)  Includes the short-term portion of long-term financial debt.

Net financial debt stood at €12,090 million at 31 December 2014, up €401 million compared with 31 December 2013
(€11,689 million). The increase was due mainly to higher financial and bond debt (+€614 million), primarily as a result
of the issue of new bonds (+€1,733 million) and the taking out of new term loans (+€1,000 million as a nominal
amount), the effects of which were partly offset by early repayments of bilateral revolving credit lines (-€1,370
million) and term bank loans (-€701 million).

The increase in financial and bond debt was partly offset by the increase in financial receivables not held for operations
(€213 million) arising from the granting by Snam S.p.A. to Trans Austria Gasleitung GmbH (TAG) of a short-term
revolving credit line (€216 million), as part of the contractual agreements relating to the purchase of the equity
investment in TAG held by CDP GAS Sr.l.

Financial and bond debt, which totalled €13,940 million (compared with €13,326 million at 31 December 2013), was
denominated entirely in euros, with the exception of a fixed-rate bond worth ¥10 billion, which was fully converted
into euros using a hedging derivative cross-currency swap (CCS).

Financial liabilities at 31 December 2014 relate mainly to bonds (€10.6 billion, equal to 76.3%), bank loans (€2
billion, equivalent to 14.7%) and loan agreements concerning European Investment Bank (EIB) funding (€1.3 billion,
equal to 9%)=.

Short-term financial receivables (€1,848 million) relate mainly to loans granted to subsidiaries through the intragroup
current account (€1,632 million).

Long-term financial debt (€11,884 million) represents around 85% of financial debt (around 83% at 31 December
2013).

62 The contractual agreements drawn up between Snam, TAG and Gas Connect Austria GmbH (GCA) stipulate that if TAG is not capable of self-financing, the other companies must finance it according to
the equity investment held by each of them. On 19 December 2014, Snam and TAG entered into a shareholders’ loan agreement in the form of a revolving credit line worth up to €285.5 million, maturing
in January 2015 and subsequently extended until July 2015. For more information on the acquisition, please see the “Annual profile - Main events” section of the Directors’ Report.

63 As of 20 March 2014, Snam directly took out two loans with the EIB, totalling €300 million, previously brokered by CDP.
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The breakdown of debt by type of interest rate at 31 December 2014 is as follows:

(€ million) 31.12.2013 % 31122014 %  Change

Fixed rate 8,557 64 69 1,122
Floating rate 4,769 36 31 (508)
13,326 100 100 614

Fixed-rate financial liabilities (€9,679 million) rose by €1,122 million after new bonds were issued.

Floating-rate debt (€4,261 million) fell by €508 million compared with 31 December 2013, owing essentially to the early
repayment of bilateral revolving credit lines (-€1,370 million) and the repayment of two term loans that had reached
their natural maturity (€701 million). These effects were partly offset by new bank loans taken out (+€1,000 million)
and new bond issues (+€645 million)s.

RECLASSIFIED STATEMENT OF CASH FLOWS

The reclassified statement of cash flows set out below summarises the legally required format. It shows the
connection between opening and closing cash and cash equivalents and the change in net financial debt during
the period. The two statements are reconciled through the free cash flow, i.e. the cash surplus or deficit left over
after servicing capital expenditure. The free cash flow closes either: (i) with the change in cash for the period, after
adding/deducting all cash flows related to financial liabilities/assets (taking out/repaying financial receivables/
payables) and equity (payment of dividends/capital injections); or (ii) with the change in net financial debt for the
period, after adding/deducting the debt flows related to equity (payment of dividends/capital injections).

64 The €500 million bond issued in October 2014 was converted from a fixed-rate loan to a floating-rate loan using an interest rate swap (IRS).
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2014

2014

(€ million) 2013
Net profit 705
Adjusted for:

- Amortisation, depreciation and other non-monetary components 4
- Dividends, interest and income taxes (770)
Change in working capital due to operating activities 45
Dividends, interest and income taxes collected (paid) 943
Net cash flow from operating activities 927
Technical investments (7)
Equity investments (*) (597)
Divestments 9
Change in financial receivables held for operations (1,903)
Other changes relating to investment activities 1
Free cash flow (1,570)
Change in financial receivables not held for operations 1,491
Change in current and non-current financial debt 920
Equity cash flow (**) (841)
Net cash flow for the period

CHANGE IN NET FINANCIAL DEBT

(€ million) 2013
Free cash flow (1,570)
Exchange rate differences on financial debt 5
Adjustment to fair value of financial debt

Equity cash flow (**) (841)
Change in net financial debt (2,406)

(*)  With regard to the acquisition of the equity investment in TAG from CDP Gas S.r.l. (CDP GAS) for a total contractual amount of €505 million, only the
cash portion of the sum paid by Snam to CDP GAS (€3 million) is recorded in the 2014 statement of cash flows. The capital increase, including the

share premium, was worth €502 million.

(**)  The dividend paid in 2014 refers to the balance of the 2013 dividend (€507 million). Snam did not pay out an interim dividend in 2014.
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Snam has established the Enterprise Risk Management (ERM) unit, which reports directly to the CEO and oversees the
integrated process of managing corporate risk for all group companies. The main objectives of ERM are to define a risk
assessment model that allows risks to be identified, using standardised, group-wide policies, and then prioritised, to
provide consolidated measures to mitigate these risks, and to draw up a reporting system.

The ERM method adopted by the Snam Group to identify, measure, manage and control structured risks that apply to
Snam and its subsidiaries is in line with benchmark models and existing international best practice (COSO Framework and
ISO 31000).

The ERM unit operates as part of the wider Internal Control and Risk Management System of Snam.

INTERNAL CONTROL AND RISK MANAGEMENT SYSTEM

With the assistance of the Control and Risk Committee, the Board of Directors is responsible for the Internal Control

and Risk Management System. The Board oversees the system and assesses its adequacy, identifying the Chief Executive
Officer as the director in charge of establishing and maintaining an efficient internal control and risk management system.
The Board of Statutory Auditors and the Watch Structure monitor the effectiveness of the system.

Snam'’s risk management process is broken down into three levels of internal control:

- Level One: identifying, assessing and monitoring relevant risks, within the context of individual group processes.
This level incorporates the group departments that own individual risks, are in charge of identifying, measuring and

managing them, and are responsible for implementing the necessary controls.

+ Level Two: (i) monitoring the main risks in order to guarantee effectiveness and efficiency in relation to: (a)
the management and handling of these risks; (b) the adequacy and functionality of the controls put in place
to monitor the main risks; and (ii) support for Level One in defining and implementing adequate systems for
managing the main risks and the relative controls.
This level incorporates the group departments in charge of coordinating and managing the main control systems

(e.g. Corporate Administrative Responsibility, Corporate Reporting, Anti-Corruption and Antitrust).

+ Level Three: independent and objective assurance concerning the adequacy and effective functionality of Levels
One and Two, and all risk management procedures in general.
This is carried out by Internal Audit, whose activities are directed and guided by the "Guidelines” defined and

approved by Snam’s Board of Directors.
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The following graphic gives an overview of how the entire System functions.

Board of Directors Board of Statutory
Auditors
Coggrno.,lni?:tjeEISk Chief Executive Officer

Group Processes

OpCo and Snam operating functions
Control Level 1 responsible for identifying, measuring
isk and managing risks and for implementing the I—I—I
(risk owners) relative controls as part of their

Compliance

Corporate Reporting

Control System Privacy Market Abuse

Control Level 2 .
(monitoringrisks and ) Enterprise
control'adequacy) Employment Systems Antitrust Unbundling Risk Management

Corporate
Administrative Anti-Corruption
Responsibility

Control Level 3 .
(independent verification) Internal Audit

SNAM'’S ENTERPRISE RISK MANAGEMENT PROCESS

Snam has always known and managed its risks, but through ERM it has chosen to adopt a structured, standardised method
of identifying, assessing, managing and controlling risks for all group companies. The ERM model enables dynamic and
integrated group-wide risk assessment that brings out the best of the existing management systems in individual corporate
processes.

The findings, in terms of the main risks and the plans devised to manage them, are presented to the Control and Risk
Committee so that an assessment can be carried out on the effectiveness of the Internal Control and Risk Management
System in relation to Snam's specific characteristics and the risk profile it has taken on.

Snam'’s dedicated ERM department manages and oversees the following
main activities:

+ Risk identification and measurement;

+ Enterprise valuation and risk prioritisation;

+ Risk management strategy definition;

+ Monitoring and reporting;

+ Model maintenance and development. Maintenance

and development
of the model

The objective of the risk identification phase is to identify any risky
events relating to the Snam group’s corporate processes and external
processes that could affect the achievement of the corporate objectives.
Integrated group-wide risk measurement is carried out using scales

for classifying probabilities and impacts concerning both quantitative
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aspects (e.g. economic and financial impacts) and more qualitative and intangible aspects (e.g. impacts relating to reputation,
health, safety and environment).

Each event is assigned an “enterprise measurement”. This measurement summarises the various assessments for each risk
carried out by the risk owners and by centralised units with specialist skills. Risk prioritisation, on the other hand, is defined
by combining impact and probability measures.

Management actions and any specific measures to be taken are identified for all risks, together with the relevant
implementation schedule, and each risk is allocated one of the codified risk management types. Risk mapping is dynamic and
is therefore reviewed periodically. The frequency of these reviews depends on the enterprise valuation, but is at least annual,
even for low-priority risks.

Periodic reporting ensures that information on the management and monitoring of the risks encountered at each level of the
group is available and is disclosed.

The ERM model is maintained continuously and independently of the phases of the process, with the aim of constantly
ensuring an effective model that reflects the technological and methodological progress made in the field of risk
management.

Using the model described above, the ERM unit performed four risk assessment cycles on the Snam Group as a whole in
20714. An integrated programme of measures was also drawn up to identify the specific activities and related timeframes for
managing and mitigating the main risks.

The results of the risk assessment and monitoring activities and the related mitigation measures were presented regularly to
the Control and Risk Committee, the Board of Statutory Auditors and the Watch Structures of Snam and its subsidiaries. They
were also used by the Internal Audit department to draw up the audit schedules.

The main corporate risks identified, monitored and, where specified below, managed by Snam are as follows: (i) market risk
arising from exposure to fluctuations in interest rates and in the price of natural gas; (i) credit risk arising from the possible
default of a counterparty; (iii) liquidity risk arising from insufficient financial resources to meet short-term commitments; (iv)
rating risk; (v) risk of default and debt covenants; (vi) operating risk; and (vii) risks specific to the business segments in which
the group operates.

FINANCIAL RISKS

MARKET RISK

Interest rate risk

Fluctuations in interest rates affect the market value of the Company’s financial assets and liabilities and its net financial
expense. Snam aims to optimise interest rate risk while pursuing the objectives defined and approved in the financial plan.
The Snam Group has adopted a centralised organisational model. In accordance with this model, Snam’s various departments
access the financial markets (capital markets and banking channels) and use funds to cover financial requirements, in
compliance with approved objectives, ensuring that the risk profile stays within the defined limits.

At 31 December 2014, 69% of financial debt was fixed-rate (64% at year-end 2013) and the remaining 31% was floating-
rate (36% at year-end 2013).

At 31 December 2014, the Snam Group used external financial resources in the form of bonds and bilateral and syndicated
loans with banks and other financial institutions, in the form of medium- to long-term loans and bank credit lines at interest
rates indexed to benchmark market rates, in particular the Europe Interbank Offered Rate (Euribor), and at fixed rates.

Exchange rate risk

Snam'’s exposure to exchange rate risk relates to both transaction risk and translation risk. Transaction risk is generated by the
conversion of commercial or financial receivables (payables) into currencies other than the functional currency and is caused
by the impact of unfavourable exchange rate fluctuations between the time that the transaction is carried out and the time
it is settled (collection/payment). Translation risk relates to fluctuations in the exchange rates of currencies other than the
consolidation currency (the euro) which can result in changes to consolidated shareholders’ equity. Snam'’s risk management
system aims to minimise transaction risk through measures such as the use of financial derivatives.
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At 31 December 2014, Snam'’s foreign currency items consisted essentially of a bond worth ¥10 billion, maturing in 2019,
which was worth around €75 million at the issue date and was fully converted into euros through a cross-currency swap.

Snam does not have any cross-currency swaps in place for speculative purposes.

Natural gas price risk

Since 1 January 2010, the AEEGSI has defined the method of payment in kind, by users of the service to the
leading transportation firm, of the quantities of gas covering fuel gas, network losses and gas not accounted for
(GNC). Consequently, the change in the price of natural gas covering fuel gas and network losses is no longer a risk
factor for Snam.

Since 1 January 2014, at the start of the fourth regulatory period (1 January 2014 - 31 December 2014), the
AEEGSI has changed the procedure for payment in kind, by users of the service to the leading transportation

firm, of the quantities of gas covering GNC. Specifically, with Resolution 514/2013/R/gas, the AEEGSI defined

the permitted level of GNC based on a fixed amount for the entire regulatory period, with a view to encouraging
the leading transportation company to deliver further efficiency improvements. In view of the aforementioned
mechanism for the payment in kind of GNC, there is still uncertainty about the quantities of GNC withdrawn over
and above the quantities paid in kind by the users of the service.

CREDIT RISK

Credit risk is the Company's exposure to potential losses arising from counterparties failing to fulfil their obligations. Default
or delayed payment of fees may have a negative impact on the financial position and results of Snam.

In the case of the risk of non-compliance by the counterparty in relation to contracts of a commercial nature, credit
management for credit recovery and any disputes are handled by the business units and the centralised Snam departments.
Guidelines and methods for quantifying and controlling client riskiness are drawn up at corporate level.

The rules for client access to the services offered are established by the Authority and set out in the Network Codes. For

each type of service, these documents explain the rules regulating the rights and obligations of the parties involved in
providing said services and contain contractual clauses which reduce the risk of non-compliance by the clients. In certain
cases, the Codes require guarantees to be provided to partly cover obligations where the client does not possess a credit
rating issued by one of the leading international agencies. The regulations also contain specific clauses which guarantee

the neutrality of the entity in charge of balancing, an activity carried out since 1 December 2011 by Snam Rete Gas as the
major transportation company. In particular, balancing gives Snam Rete Gas an obligation to acquire, according to criteria of
financial merit, the resources necessary to guarantee the safe and efficient movement of gas from entry points to withdrawal
points, in order to maintain a constant balance in the network, procure the necessary storage resources for covering
imbalances for individual users and adjust the relevant income statement entries.

Snam provides business services to a small number of operators in the gas sector, the largest of which by revenue is eni S.p.A.
It cannot be ruled out, however, that Snam may incur liabilities and/or losses due to its customers’ failure to honour payment
obligations, including as a result of the current economic and financial situation, which makes the collection of receivables

more complex and critical.
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LIQUIDITY RISK

Liquidity risk is the risk that new financial resources may not be available (funding liquidity risk) or that the Company

may be unable to convert assets into cash on the market (asset liquidity risk), meaning that it cannot meet its payment
commitments. This may affect profit or loss should the Company be obliged to incur extra costs to meet its commitments or,
in extreme cases, lead to insolvency and threaten the Company'’s future as a going concern.

Snam’s risk management system aims to establish, under the financial plan, a financial structure that, in line with the
business objectives, ensures sufficient liquidity for the group, minimising the relative opportunity cost and maintaining
balance in terms of the duration and composition of the debt.

As shown in the section “Interest rate risk”, when implementing the debt refinancing programme, the Company had access
to a wide range of funding sources through the credit system and the capital markets (bond loans, bilateral contracts, pool
financing with major domestic and international banks, and loan contracts with the EIB).

Snam'’s objective is to gradually achieve a balanced debt structure, in terms of the relative proportions of bonds and

bank credit and the availability of usable committed bank credit lines, in line with its business profile and the regulatory
environment in which it operates.

At 31 December 2014, Snam had unused committed long-term credit lines worth approximately €3.9 billion. At the same
date, in addition to the funding from the banking system, the Euro Medium Term Notes (EMTN) programmes has allowed for
the issuance, by 30 June 2015, of additional bonds worth up to €1.55 billion®, to be placed with institutional investors.

RATING RISK

Moody'’s confirmed a Baa1 rating for Snam’s long-term debt on 18 February 2014, raising the outlook from ‘negative’ to
‘stable’. This follows a similar revision of the outlook for Italian sovereign debt on 14 February.

On 9 December 2014, rating agency Standard & Poor’s downgraded Snam's long-term credit rating by one notch, from BBB+
to BBB, with a stable outlook.

This followed a one-notch downgrade of Italy's sovereign debt rating on 5 December 2014 from BBB to BBB-, with a stable
outlook.

Snam'’s long-term rating is a notch higher than that of Italy. Based on the methodology adopted by the rating agencies, a
downgrade of one notch in Italy's current rating would trigger a downward adjustment in Snam’s current rating by at least

one notch.

DEBT COVENANT AND DEFAULT RISK

Default risk consists in the possibility that the loan contracts concluded contain provisions that enable the lender to activate
contractual protections, which could result in the early repayment of the loan in the event of the occurrence of specific events,
thereby generating a potential liquidity risk.

As at 31 December 2014, Snam has unsecured bilateral and syndicated loan agreements in place with banks and other financial
institutions. Some of these contracts provide, inter alia, for the following: (i) negative pledge commitments pursuant to which
Snam and its subsidiaries are subject to limitations concerning the pledging of real property rights or other restrictions on all or
part of the respective assets, shares or merchandise; (ii) pari passu and change-of-control clauses; and (jii) limitations on certain
extraordinary transactions that the Company and its subsidiaries may carry out.

The bonds issued by Snam as at 31 December 2014 as part of the Euro Medium Term Notes programme provide for compliance
with covenants that reflect international market practices regarding, inter alia, negative pledge and pari passu clauses.

Failure to meet these covenants, and the occurrence of other events, some of which are subject to specific thresholds, such

as cross-default events, may result in Snam'’s failure to comply and could trigger the early repayment of the relative loan.
Exclusively for the EIB loans, the creditor has the option to request additional guarantees if Snam'’s rating is downgraded to BBB-
(Standard & Poor’s) or Baa3 (Moody’s).

65 On 23 June 2014, Snam’s Board of Directors decided to renew the EMTN programme for up to €12 billion, to be issued in one or more tranches by 30 June 2015.

66 Following the bond issues carried out in January 2015, the EMTN programme permits issues worth a maximum residual value of €1.3 billion.
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With regard to the preventative measure of judicial administration of which subsidiary Italgas was notified by the Court
of Palermo on 11 July 2014, developments taking place between the date of the measure and the date of this Report®,
as well as the actions taken by the Company, do not constitute grounds to activate the aforementioned contractual

protections.

OPERATING RISK

Snam is required to comply with rules and regulations at EU, national, regional and local level.

The expenses associated with the actions required to fulfil its obligations constitute a significant cost item now
and for the years ahead.

In addition to minimising the risks of its activities, compliance with rules and regulations is required in order

to obtain authorisations and/or permits relating to health, safety and the environment. Breaches of current
regulations may result in criminal and/or civil sanctions and, in specific cases where safety and environmental
rules are breached, companies may be liable on the basis of a European model of corporate social responsibility
adopted in Italy by Legislative Decree No. 231/01. The possibility of Snam incurring significant costs or liability
cannot be entirely ruled out.

Current regulations highlight the value of organisational models aimed at preventing offences in the event of
breaches of environmental and workplace health and safety laws, specifying corporate liability.

Snam uses organisational tools and internal regulations to establish the responsibilities and procedures to be
adopted within the group when planning, constructing, operating and disposing of all corporate assets, thereby
ensuring compliance with laws and internal regulations on health, safety and the environment.

Snam and the companies that it controls have implemented environmental and workplace health and safety
management systems based on the principles of its own Health, Safety, Environment and Quality Policy, which has
been consolidated in the Company for several years.

The documentation and application of the Snam Management Systems are certified according to international
regulations.

During 2014, regular visits were made by certification body DNV GL Business Assurance S.r.l. for the HSEQ
management systems and by Accredia for the accreditation of the laboratories of Snam Rete Gas and lItalgas

and of Napoletanagas as an Inspection Body. These inspections confirmed all the certifications held by group
companies®.

By adopting management systems and procedures that take into account the specific characteristics of its
business, and by continually improving and modernising its plants, Snam ensures that it can identify, assess and
mitigate risks as part of a cycle of continual improvement.

Snam pays the utmost attention to all its operational processes, from designing and constructing plants to
operating and maintaining them. For the purposes of business management and operational control, the Company
uses specific techniques that are continually updated and developed in compliance with international best
practices.

Snam develops and maintains technical regulations and management systems for the environment and workplace
health and safety based on an annual cycle of planning, implementation, control, reviewing results and setting new
objectives.

67 Developments concerning this measure are described in Note 24 - "Guarantees, commitments and risks — Litigation and other provisions” of the Notes to the consolidated financial statements.

68 A full list of certifications obtained by Snam Group companies can be found in the "Commitment to sustainable development” section of this Report.
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Management system control is conducted by monitoring health, safety and environmental indicators, periodic
reporting and inspections of operating sites and the registered office, which involve:
a technical audit, designed to ensure that the management systems are applied correctly in compliance with the
Code of Ethics and Organisational Model 231;
checks on management system certification, including maintenance and renewal (conducted at least annually by
an external certifying body);
health, safety and environment checks on outsourced activities.

The findings are examined together with the results of the operating checks, providing basic information for planning
future activities and setting new objectives, in accordance with Snam'’s principles.

Snam has adopted organisational and regulatory measures for the prevention (availability, goods and services
contracts, training, etc.) and the management of any operational crises which might affect assets, people and the
environment, identifying the actions required to limit damage.

Snam participates in international working groups which conduct benchmarking activities, draw up guidelines and
carry out studies aimed at identifying ways in which gas transportation processes can be improved.

In addition to the risk response, monitoring and management system and the HSE measures adopted, Snam has taken
out insurance to limit the possible negative effects on its assets of damage caused to third parties and to industrial
property, whether onshore or offshore (Messina strait, Offshore LNG Toscana (OLT) connection at Livorno), that could
occur during operations and/or investment works. The insured amount varies according to the type of event and is

determined by current market best practice in risk assessment.

RISKS CONNECTED WITH FAILING TO MEET INFRASTRUCTURE DEVELOPMENT OBJECTIVES

Snam'’s ability to develop its infrastructure in practice is subject to many unforeseeable events linked to operating, economic,
regulatory, authorisation and competition factors which are outside of its control. Snam is therefore unable to guarantee
that the projects to upgrade and extend its network will be started, be completed or lead to the expected benefits in terms
of tariffs. Additionally, the development projects may require greater investments or longer timeframes than those originally

planned, affecting Snam'’s financial position and results.

RISKS DERIVING FROM THE MALFUNCTIONING OF PLANTS

Managing regulated gas activities involves a number of risks of malfunctioning and unforeseeable service disruptions due

to factors which are outside of Snam’s control, such as accidents, breakdowns or malfunctioning of equipment or control
systems; the underperformance of plants; and extraordinary events such as explosions, fires, earthquakes, landslides or

other similar events beyond Snam'’s control. These events could also cause significant damage to people, property or the
environment.

Any service interruptions and subsequent compensation obligations could lead to a decrease in revenue and/or an increase in
costs. Although Snam has taken out specific insurance policies to cover some of these risks, the related insurance cover could
be insufficient to meet all the losses incurred, compensation obligations or cost increases.

RISKS DERIVING FROM THE NEED TO MANAGE A SIGNIFICANT FLOW OF INFORMATION TO OPERATE
REGULATED SERVICES

The regulatory framework in which Snam operates involves continually collecting and processing a significant flow of
information from its service clients. The information received by Snam includes, inter alia, capacity bookings, details of
where gas is coming from and going to each day, physical and commercial balancing mechanisms and forecasts on demand
and transportation capacity usage. This information flow, partly managed by the extensive use of IT systems, is broad and
complex. Therefore, Snam cannot guarantee that its management will not lead to operating and planning difficulties which

could affect its business.
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RISKS DERIVING FROM THE SEASONAL NATURE OF THE BUSINESS
Based on the current regulatory framework, Snam’s overall business is not affected by seasonal or cyclical factors which

could have a significant impact on its annual and interim financial position and results.

RISKS SPECIFIC TO THE SECTORS IN WHICH SNAM OPERATES

RISKS RELATED TO REGULATORY CHANGES

Snam operates in the regulated gas sector. The relevant directives and legal provisions issued by the European Union and the
Italian government and the resolutions of the AEEGSI and, more generally, changes to the regulatory framework, may have a
significant impact on Snam'’s operating activities, financial position and results. Considering the specific nature of its business
and the context in which Snam operates, changes to the regulatory context with regard to criteria for determining reference
tariffs are particularly significant. To this end, it should be noted that, with Resolutions 438/2013/R/gas, 514/2013/R/gas and
573/2013/gas, the AEEGSI defined the criteria for determining reference tariffs for liquefied natural gas regasification, natural gas
transportation and natural gas distribution services, respectively, for the fourth regulatory period (1 January 2014 - 31 December
2017). In 2014, with Resolution 531/2014/R/gas, the AEEGSI defined the criteria for determining reference tariffs for the natural
gas storage service fourth regulatory period (1 January 2015 - 31 December 2018).

In addition to this, Decree Law No. 138 of 13 August 2011, which was converted into Law No.148 of 14 September 2011,
extended the application of additional corporation tax to the natural gas transportation and distribution business segments,
with a tax rise of 10.5% for 2011-2013 and 6.5% as of 2014. It also prohibited the passing on by companies of the tax rise

to customers via tariff increases and mandated the Authority to enforce this rule. The Constitutional Court declared the
additional corporation tax to be unconstitutional in Ruling 10/2015 of 9 February 2015. As laid down by the ruling, the tax was
unconstitutional with effect from 12 February 2015.

Future changes to European Union or Italian legislative policies, which may have unforeseeable effects on the relevant legislative
framework and, therefore, on Snam’s operating activities and results, cannot be ruled out.

RISKS ASSOCIATED WITH THE END OF GAS DISTRIBUTION CONCESSIONS HELD BY ITALGAS

AND ITS SUBSIDIARIES AND ASSOCIATES

Risks relating to tenders for new gas distribution concessions

As at 371 December 2014, Snam, through Italgas, managed 1,437 natural gas distribution concessions throughout Italy.

In accordance with the provisions of the legislation applicable to Snam's concessions, tenders for new gas distribution
concessions will no longer be issued by each municipality but exclusively by the minimum geographical areas known as
ATEMs. As the tender process unfolds, Snam may not be awarded one or more of the new concessions, or it may be awarded
them on less favourable terms than is currently the case. This could have a negative impact on Snam’s operating activities,
results, balance sheet and cash flow, notwithstanding, should the Company not be awarded concessions for the municipalities

that it currently manages, the reimbursement to the outgoing operator.

Risks relating to quantifying repayment to the outgoing operator

With regard to the gas distribution concessions where Italgas also owns the networks and plants, Legislative Decree No.
164/00, as subsequently supplemented and amended on several occasions, provides that the amount reimbursed to the
outgoing service operators in possession of the ongoing contracts and concessions be calculated based on what has been
established in the agreements or contracts, provided that these were entered into before the date on which the regulation
pursuant to Ministerial Decree No. 226 of 12 November 2011 came into effect (i.e. before 11 February 2012), and, for the
portion that cannot be inferred from the will of the parties, as well as the aspects not governed by the aforementioned
agreements or contracts, based on the guidelines on the operating criteria and methods for measuring the repayment
amount, which were subsequently made available by the Ministry of Economic Development in a document dated 7 April
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2014 and approved by a Ministerial Decree of 22 May 2014%.

In any case, private contributions relating to local assets, as valued according to the current tariff regulation methodology,
shall be subtracted from the amount to be reimbursed.

Where there is a disagreement between the local authority and the outgoing operator with regard to the reimbursement
amount, the public notice contains a reference amount to be used for the purpose of the tender. This reference amount is the
estimate of the contracting local authority or the RAB, whichever is greater.

Decree n. 226 of the Minister of Economic Development of 12 November 2011 on tender and offer evaluation criteria
stipulates that the incoming operator will acquire ownership of the system by paying the outgoing operator the
reimbursement amount, with the exception of any parts owned by the local municipality.

Eventually, i.e. in subsequent periods, the reimbursement to the outgoing operator shall be the value of local net fixed assets,
net of government grants for capital expenditure and private contributions relating to local assets, calculated on the basis of
criteria used by the Authority to determine distribution tariffs (RAB).

In light of new legal provisions, it remains possible that the reimbursement amount will be less than the RAB.

RISKS RELATING TO GAS STORAGE CONCESSION OWNERSHIP

Through Stogit, Snam holds ten gas storage concessions. Of these, eight (Alfonsine, Brugherio, Cortemaggiore, Minerbio, Ripalta,
Sabbioncello, Sergnano and Settala) will expire in December 2016, one (Bordolano) will expire in November 2031 and the other
(Treste river), which was extended for a decade for the first time during 2011, will expire in June 2022. Each Stogit concession issued
before Legislative Decree 164/2000 came into force may be extended by the Ministry of Economic Development no more than
twice for a duration of ten years at a time, pursuant to Article 1, paragraph 61 of Law 239/2004. Pursuant to Article 34, paragraph
18 of Decree Law. 179/2012, converted by Law 221/2012, each Stogit concession issued after Legislative Decree 164/2000 came
into force (Bordolano) has a duration of 30 years and can be extended by 10 years. If Snam is unable to retain ownership of one or
more of its concessions or if, at the time of the renewal, the concessions are awarded under terms less favourable than the current

ones, there may be negative effects on the Company’s operations, results, balance sheet and cash flow.

RISKS CONNECTED WITH CERTAIN SOCIO-POLITICAL SITUATIONS IN NATURAL GAS PRODUCTION

AND TRANSIT COUNTRIES

A large part of the natural gas which travels through the Snam transportation network does, or may, come from or travel
through countries which present risks arising from certain socio-political situations. Importing and transiting natural gas from
or through such countries may present risks such as: higher taxes and excise duties; production, export or transportation limits;
enforced contract renegotiations; nationalisation or renationalisation of assets; changes to national political and governing
systems; changes to commercial policies; monetary restrictions; and loss or damage owing to the actions of rebel groups. If
shippers are unable to access the natural gas available in these countries as a result of the aforementioned or similar situations,
or if they are damaged in any other way by said situations, there may be a risk of the shippers being unable to fulfil their
contractual obligations to Snam or there may be a reduction in volumes of gas transported. Such events may therefore have a
negative effect on operating activities, results, the balance sheet and cash flow.

The European Community, through Regulation (EU) No. 994/2010 of the European Parliament and of the Council of 20 October
2010 (“Regulation SOS”"), established an obligation for each Member State to identify, through predetermined guidelines, measures
intended to guarantee the security of its gas supply or to meet demand for gas. In implementation of the aforementioned
Regulation, in accordance with the provisions of Legislative Decree n.93 of 1 June 2011, (Legislative Decree 93/11), the Ministry of
Economic Development shall carry out a risk assessment every two years on the security of the domestic natural gas system, and

define a preventative action plan and an emergency and monitoring plan for the security of natural gas supplies.

Quantitative information about risks arising from financial instruments as required by IFRS 7 - “Financial instruments: Notes
to the financial statements” is provided in Note 24 - “Guarantees, commitments and risks” of the Notes to the consolidated
financial statements.

69 In other words, the specific methods provided for in the individual concession agreements entered into and effective prior to 11 February 2012 take precedence over the guidelines, albeit subject to the
limitations set forth in the guidelines and in the tender criteria regulation mentioned in Ministerial Decree n. 226/11.
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The main management guidelines provide for organic growth in Italy and the consolidation of the Company's presence in

Europe, with the objective of improving supply security, flexibility and the quality of service of the entire gas system.

GAS DEMAND
According to the most recent estimates, demand for natural gas in Italy between 2015 and 2018 will remain more or less

unchanged from 2014 levels.

INVESTMENTS
Snam is going ahead with a significant investment plan involving a total of around €5.1 billion at group level for the

2015-2018 period. The main investment plan guidelines for the Company's business segments are as follows:

TRANSPORTATION
Increased flexibility and security of the transportation system in Italy;
Ongoing improvements to the quality of the transportation service;
Increased interconnection between infrastructures and greater flexibility of gas flows in Europe.

Over the period in question, the planned investments should allow the Company to extend the total length of the
transportation network (32,339 km in 2014) by around 3% and to increase the installed power in the compression
stations by around 15% (approximately 894 Megawatts in 2014).

REGASIFICATION

Investments in 2015 are expected to be in line with those for 2014.

STORAGE

The projects included in the plan, which are intended to improve the overall flexibility and security of the system, will
deliver an increase in storage capacity (11.4 billion standard cubic metres in 2014) of about 11% over the period in
question and an increase of around 8% in delivery point capacity (281 million standard cubic metres per day in 2014).

DISTRIBUTION
The planned interventions will allow the Company to continue to support the development of the business in accordance
with the following guidelines:

selectively manage the portfolio of concessions in order to maximise profitability;

make ongoing improvements to the level of safety, reliability and quality of the service;

continue to increase the number of end users.

EFFICIENCY

Snam will continue to focus on operating efficiency in 2015, through initiatives that will enable it to keep the level of
controllable fixed costs more or less stable in real terms, on a constant-size basis.
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TREASURY SHARES

In compliance with the provisions of Article 2428 of the Italian Civil Code, the treasury shares held by the Company
at 31 December 2014 are analysed in the table below:

Period Average cost Totalcost  Share capital
Number of shares (€) (€ millions) (%) (*)
Purchases
Year 2005 800,000 4.399 3 0.04
Year 2006 121,731,297 3.738 455 6.22
Year 2007 73,006,653 4.607 336 3.73
195,537,950 4.061 794

Less treasury shares allocated/sold/cancelled:

. allocated under the 2005 stock grant plans (39,100)
. sold under the 2005 stock option plans (69,000)
. sold under the 2006 stock option plans (1,872,050)
. sold under the 2007 stock option plans (1,366,850)
. sold under the 2008 stock option plans (1,514,000)
. cancelled in 2012 following resolution by the Extraordinary

Shareholders’ Meeting of Snam S.p.A. (189,549,700)
Treasury shares held by the Company at 31 December 2014 1,127,250

(* Refers to the share capital in existence at the date of the last repurchase of the year.

At 31 December 2013, Snam had 1,127,250 treasury shares, equal to 0.03% of the share capital (1,672,850 shares,
equal to 0.05% of the share capital at 31 December 2013), with a book value of €5 million™.

No share repurchase plans have been in place since 2008.

It is also certified that the subsidiaries of Snam S.p.A. do not hold, and have not been authorised by their
Shareholders’ Meetings to acquire, shares of Snam S.p.A.

70 The market value at 31 December 2014, calculated by multiplying the number of treasury shares at that date by the period-end official price of €4.11 per share, was approximately €5 million.
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INCENTIVE PLANS FOR EXECUTIVES WITH SNAM SHARES

As of 2009, Snam discontinued the managers’ incentive plan based on the allocation of stock options to executives
of Snam and its subsidiaries pursuant to Article 2359 of the Italian Civil Code. The last managers' incentive plan
based on the allocation of stock options, the 2006-2008 Plan, reached maturity on 29 July 2014. Consequently, at 31
December 2014 no stock option plans existed.

The change in the stock option plans allocated pursuant to the previous plans is as follows.

2013 2014
Average Market Average Market
strike price Price strike price Price
No of shares (€) (€) (a) No of shares (€) (€) (a)
Options existing at 1 January 2,521,350 3.68 3.52 545,600 3.46 4.04
Options exercised during the period (1,233,700) 3.48 3.71 (545,600) 3.46 4.10
Options expired during the period (b) (742,050) 4.16 3.50
Options existing at period end 545,600 3.46 4.04
of which exercisable 545,600 3.46

(@)  The market price of shares relating to options exercised or expired in the period corresponds to the weighted average for the number of shares,
their market value (average official price on the Mercato Telematico Azionario in the month preceding: (i) the date of issue into the beneficiary’s
securities account for the issue/transfer of shares; (ii) the unilateral termination date of employment for expired options; (iii) the date of expiry due
to non-exercise under the terms of the Board of Directors’ allocation resolution; and (iv) the date on which the Board of Directors determines the
TSR positioning at the end of the vesting period). The market price of shares relating to options existing at the start and end of the period is correct
at period end.

(b)  Figures include options expired due to the TSR positioning at the end of the vesting period and options expired due to termination of employment.

COMPENSATION PAID TO DIRECTORS AND STATUTORY AUDITORS, GENERAL MANAGERS AND MANAGERS
WITH STRATEGIC RESPONSIBILITIES, AND INVESTMENTS HELD BY EACH OF THESE

Information on the compensation paid to directors and statutory auditors, general managers and managers with
strategic responsibilities, and the equity investments held by each of these, can be found in the Remuneration
Report, which is prepared in accordance with Article 123-ter of Legislative Decree 58/1998 (TUF). The
Remuneration Report is available in the “Governance” section of the Snam website (www.snam.it).

RELATIONSHIPS WITH RELATED PARTIES

Based on Snam'’s current ownership structure, the parties related to Snam include (in addition to non-consolidated
subsidiaries and companies associated with the group or under its joint control) the subsidiaries directly or
indirectly controlled by CDP and the Ministry of Economy and Finance. Transactions with these entities relate to
the exchange of assets and the provision of regulated services within the gas sector and, with regard to CDP, the
provision of financial resources.

These transactions are part of ordinary business operations and are generally settled at market conditions, i.e.
the conditions which would be applied for two independent parties. All the transactions carried out were in the
interest of the companies of the Snam Group.

Pursuant to the provisions of the relevant legislation, the Company has adopted internal procedures to ensure
that transactions carried out by Snam or its subsidiaries with related parties are transparent and correct in their
substance and procedure.
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Directors and auditors declare potential interests they have in relation to the Company and the group every

six months, and/or when changes in said interests occur; they also inform the Chief Executive Officer (or the
Chairman, in the case of the Chief Executive Officer’s interests), who in turns informs the other directors and the
Board of Statutory Auditors, of individual transactions that the Company intends to carry out and in which they
have an interest.

Snam is not subject to management and coordination. As at 31 December 2014, Snam manages and coordinates
its subsidiaries, pursuant to Article 2497 et seq. of the Italian Civil Code.

The amounts involved in commercial, miscellaneous and financial relations with related parties, descriptions of the
key transactions and the impact of these on the balance sheet, income statement and cash flows, are provided in
Note 33 - “Relationships with related parties” of the Notes to the consolidated financial statements.

Relations with managers with strategic responsibilities (Key Managers) are shown in Note 26 - “Operating costs” in

the Notes to the consolidated financial statements.

PERFORMANCE OF SUBSIDIARIES
For performance information concerning the sectors in which the Company operates wholly or in part through
subsidiaries, please refer to the sections “Business segment operating performance” and “Financial review” within

this Report.

BRANCH OFFICES
As required by Article 2428, paragraph 4 of the Italian Civil Code, it is noted that Snam does not have branch
offices.

RESEARCH AND DEVELOPMENT
Research and development activities carried out by Snam are described by business segment in the section

“Commitment to sustainable development”.

POST-BALANCE SHEET EVENTS

Post-balance sheet events are described in the section entitled "Annual profile - Transactions completed after the
end of the year” in this Report.

With reference to the operating segments, post-balance sheet events are described in the “Business segment

operating performance” section.
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INTRODUCTION

Since it was listed in 2001, Snam has complied with Borsa Italiana’s Code of Corporate Governance for Listed Companies,
in the various versions that have been published.

The overall framework of Snam's corporate governance system is fully described in the “2014 Report on corporate
governance and ownership structure” (hereinafter the “2014 governance report”) prepared pursuant to Article 123-bis

of Legislative Decree No. 58/1998 (hereinafter the “Consolidated Finance Act” or “TUF") and approved by the Board of
Directors on 11 March 2015.

The 2014 Report on corporate governance and ownership structure is published (at the same time as this Directors’
Report) in the "Governance” section of the Company website:
http://www.snam.it/export/sites/snam/repository/ENG_file/Governance/corporate_governance_report/Report_on_
Corporate_Governance_and_Ownership_Structure_2014.pdf

The information reported below, which refers to 31 December 2014 unless otherwise indicated, aims to supply a

summary of this report.

INFORMATION ON OWNERSHIP STRUCTURE

Share capital and key shareholders

The share capital of Snam is composed of registered ordinary shares, which are indivisible and each confer the right
to one vote. At 11 March 2015, the share capital of Snam totalled €3,696,851,994.00, represented by 3,500,638,294
ordinary shares without indication of nominal value.

Snam’s shares are listed on the FTSE MIB index of Borsa Italiana and the main international indices (STOXX Europe
600, STOXX Europe Utilities), as well as the main sustainability indices (Dow Jones Sustainability, FTSE4Good, STOXX
Global ESG Leaders, ECPI, MSCI, United Nations Global Compact 100 and Vigeo Ethibel).

At 11 March 2015, the total number of treasury shares held by the Company was 1,127,250, equal to 0.03% of the
share capital. The proportion of floating capital was 59.34%.

The Company's market capitalisation rose from €13,655 million at 31 December 2013 to €14,383 million at 31
December 2014. According to the information available and the communications received pursuant to Article 120 of
the Consolidated Finance Act and Consob Resolution No. 11971/1999 (Consob Issuer Regulations), the shareholders
holding more than 2% of Snam'’s share capital at 11 March 2015 are:

Declarant Direct shareholder % share of ordinary capital
Cassa Depositi e Prestiti S.p.A. (“CDP") CDP Reti S.p.A. (" 28.98
Ministry of Economy and Finance eni @ 8.25

(1) A company 59.1% owned by CDP, 35% by State Grid Europe Limited and 5.9% by Fondazioni bancarie italiane and Cassa Forense.
(2) eniis not entitled to vote at Shareholders’ Meetings.

Further information, as required pursuant to Article 123-bis, paragraph 1 of the TUF, can be found in the 2014 governance
report™.

71 The information required pursuant to Article 123-bis, paragraph 1, letter i) of the TUF (“agreements between the Company and the directors...that provide for compensation in the event of dismissal
without just cause or if the employment contract is terminated following a takeover bid”) is provided in the Remuneration Report published pursuant to Article 123-ter of the TUF
(http://www.snam.it/en/Governance/remuneration_report/).
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CORPORATE GOVERNANCE SYSTEM
Snam issues shares that are listed on the MTA managed by Borsa Italiana S.p.A., and therefore fulfils all legislative and
regulatory obligations related to stock market listing.
The Bylaws define the Company’s governance model and the main rules for the functioning of corporate bodies. Snam has
adopted a traditional administration and control system.
The Bylaws outline the functions and activities of the following corporate bodies:

Shareholders’ Meeting;

Board of Directors;

Board of Statutory Auditors.

Shareholders’ Meeting
The Shareholders’ Meeting is the shareholders’ decision-making body, and appoints the Board of Directors and the Board
of Statutory Auditors. In addition to the matters irrevocably assigned to it by law, pursuant to Article 12 of the Bylaws, the
Ordinary Shareholders’ Meeting is also exclusively responsible for passing resolutions concerning transfer, contribution,
leasing, usufruct and any other act of disposal (including those that apply to joint ventures), or subjection to restrictions, of
the Company or of strategically important business units related to gas transportation or dispatching activities.
The Extraordinary Shareholders’ Meeting passes resolutions on matters assigned to it by law, without prejudice to the
descriptions given below, by means of a favourable vote from at least three quarters of the share capital represented at the
Shareholders’ Meeting.
The Bylaws stipulate that the Board of Directors is responsible for passing resolutions on:
mergers in the cases referred to in Articles 2505 and 2505-bis of the Italian Civil Code, as well as those mentioned
for demergers;
establishment, modification and elimination of secondary offices;
the reduction in share capital when a shareholder withdraws;
compliance of the Bylaws with regulatory provisions;

the transfer of the registered office within Italy.
In accordance with the provisions of the Code of Corporate Governance, the Shareholders’ Meeting is governed by dedicated

regulations that provide for the meetings to take place in an orderly, functional fashion and guarantee that each shareholder

is entitled to express his/her opinion about the issues being discussed.
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Board of Directors

The Board of Directors is appointed by the Shareholders’ Meeting, in compliance with the applicable laws regarding a balance
between genders and based on the lists presented by the shareholders in which the candidates are listed by progressive
number, and in a number no greater than the members of the body to be elected.

The Shareholders’ Meeting of 26 March 2013 set the number of directors at nine and their term of office at three financial
years, expiring on the date of the Shareholders’ Meeting called to approve the separate financial statements at 31 December
2015.

The following table lists the current members of the Board of Directors, indicating the lists from which they were elected and
the directors for whom it was expressly indicated on the list that they meet the independence requirements pursuant to the
TUF and the Code of Corporate Governance.

Director Position List from which he/she was appointed

Non-executive director

Lorenzo Bini Smaghi and Chairman CDP RETI list
Carlo Malacarne Chief Executive Officer CDP RETI list

List presented jointly
Sabrina Bruno Non-executive director by minority shareholders @
Alberto Cl& Non-executive director CDP RETI list

List presented jointly
Francesco Gori Non-executive director by minority shareholders
Yunpeng He Non-executive director Co-opted at the proposal of CDP RETI ©)
Andrea Novelli Non-executive director CDP RETI list

List presented jointly by minority
Elisabetta Oliveri Non-executive director (" shareholders
Pia Saraceno Non-executive director (" CDP RETI list

(1) Independent director pursuant to the TUF and the Code of Corporate Governance.

(2)  Institutional investors.

(3)  Co-opted, at the recommendation of the Appointments Committee, by the Board of Directors on 26 January 2015 to replace Roberta Melfa, a director
appointed by the Shareholders’ Meeting of 26 March 2013 from the list presented by CDP RETI, who stood down on 18 November 2014.

The Shareholders’ Meeting of 26 March 2013 confirmed Lorenzo Bini Smaghi in the role of Chairman of the Board of
Directors’. The Chairman is not the Chief Executive Officer or a controlling shareholder.

At its meeting on 26 March 2013, the Board of Directors reappointed Carlo Malacarne as Chief Executive Officer?, assigning
him the functions pertaining to that position and conferring on him all responsibilities and powers not reserved for the Board
or the Chairman.

On the same date, the Board of Directors reappointed Marco Reggiani, the Head of Legal and Corporate Affairs and
Compliance, as Secretary to the Board of Directors.

Finally, on 26 January 2015 the Board of Directors approved its own Regulations, which are intended to regulate procedures
for (i) the convocation of meetings, (ii) the performance of directors’ duties, and (iii) the drawing up of meeting minutes.
The Board, at the time of its appointment and periodically thereafter, evaluates the independence and integrity of the
directors, as well as the lack of grounds for ineligibility or incompatibility.

72 The Board of Directors appointed Lorenzo Bini Smaghi as Chairman of the Board of Directors for the first time on 15 October 2012.

73 The Board of Directors appointed Carlo Malacarne as Chief Executive Officer for the first time on 8 May 2006.
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The Board of Directors is vested with the broadest powers of ordinary and extraordinary administration of the Company, and
is authorised to carry out any acts that it considers expedient to the achievement of the corporate purpose. The Board of
Directors may delegate powers to one or more of its members and may establish Committees.

At its meeting on 11 March 2015, pursuant to the Code of Corporate Governance, the Board of Directors expressed its
opinion on the size, composition and functioning of the Board and its Committees.

Following the appointment of the Board of Directors and the Board of Statutory Auditors, board induction sessions were held,
attended by the members of both of these boards. In February 2015, a board induction session was held for director Yunpeng
He, co-opted on 26 January 2015.

Committees instituted by the Board of Directors

The Board of Directors has set up the following Committees, appointing their members and approving the related regulations,
in accordance with the provisions of the Code of Corporate Governance and the Bylaws:

+ Remuneration Committee;

« Appointments Committee;

+ Control and Risk Committee

The composition of the Remuneration Committee is as follows:

Member Position

Elisabetta Oliveri Independent, non-executive("; Chairman
Andrea Novelli Non-executive

Pia Saraceno Independent, non-executive("

(1) Independent pursuant to the independence requirements set out by the TUF and the Code of Corporate Governance.

The Board of Directors has verified that at least one member has adequate knowledge and experience of financial matters or
pay policies.

The composition of the Appointments Committee is as follows:

Member Position

Alberto Cl& Independent, non-executive("; Chairman
Lorenzo Bini Smaghi® Non-executive

Elisabetta Oliveri Independent, non-executive("

(1) Independent pursuant to the independence requirements set out by the TUF and the Code of Corporate Governance.
(2)  Appointed on 17 December 2014 to replace director Roberta Melfa, who stood down on 18 November 2014.
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The composition of the Control and Risk Committee is as follows:

Member Position

Francesco Gori Independent, non-executive("; Chairman
Sabrina Bruno Independent, non-executive("

Andrea Novelli Non-executive

Pia Saraceno Independent, non-executive("

(1) Independent pursuant to the independence requirements set out by the TUF and the Code of Corporate Governance.

Snam'’s Board of Directors has verified that more than one member of the Committee has adequate experience in accounting

and financial matters and risk management.

Board of Statutory Auditors

The Board of Statutory Auditors oversees compliance with the law and the deed of incorporation, as well as observance

of the principles of proper administration in the performance of corporate activities; it also monitors the adequacy of the
organisational, administrative and accounting structure adopted by the Company and the functioning thereof. Pursuant to
Legislative Decree No. 39 of 27 January 2010, the Board of Statutory Auditors also performs supervisory functions in its capacity
as “"Committee for internal control and account auditing”.

In compliance with the provisions of the law and the Bylaws, Snam’s Board of Statutory Auditors is composed of three statutory
auditors and two alternate auditors, who are appointed by the Shareholders’ Meeting for three-year terms and may be re-
elected at the end of their term of office. As for the Board of Directors and in line with applicable provisions, the Bylaws provide
for the auditors to be appointed by list vote, except when they are replaced during their term of office.

Statutory auditors are chosen from among those who meet the professionalism and integrity requirements indicated in
Decree No. 162 of the Ministry of Justice of 30 March 2000. For the purposes of this Decree, the Company's business areas
are commercial law, business administration and corporate finance. Likewise, the sector strictly pertaining to its business is
the engineering and geological sector.

The current Board of Statutory Auditors was appointed by the Shareholders’ Meeting of 26 March 2013 for a three-year term and, in
any case, until the date of the Shareholders’ Meeting called to approve the separate financial statements for the 2015 financial year:

Member Position

Massimo Gatto(" Statutory auditor and Chairman
Leo Amato® Statutory auditor

Stefania Chiaruttini® Statutory auditor

Maria Gimigliano® Alternate auditor

Luigi Rinaldi(" Alternate auditor

(1) Elected from the list presented jointly by minority shareholders (institutional investors).
(2)  Elected from the list presented by CDP RETI.

Independent auditors

As required by law, the Company'’s financial statements are audited by independent auditors included in the relevant register
and appointed by the Shareholder’s Meeting based on a proposal issued by the Board of Statutory Auditors.

On 27 April 2010, the Shareholders’ Meeting appointed Reconta Ernst & Young S.p.A to audit the Company's accounts for the
2010-2018 period.

For more information and details, please see Section Ill of the 2014 Governance report.
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GRAPHIC SUMMARY OF THE CORPORATE GOVERNANCE STRUCTURE
Please find below a graphic summary of the governance structure of the Company:

Shareholders’ meeting

Chairman <
Lorenzo Bini Smaghi

Chief Executive Officer
Carlo Malacarne

Directors

Sabrina Bruno @)
Alberto Clo (NG
Francesco Gori @
Yunpeng He ()
Andrea Novelli ("
Elisabetta Oliveri ?¢)
Pia Saraceno (N
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by the Board of Directors on 26 January 2015 at the proposal of CDP RETI.
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(4) Auditors appointed from the list submitted by CDP RETI.
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THE INTERNAL CONTROL AND RISK MANAGEMENT SYSTEM

Principles of the internal control and risk management system

Snam has adopted and is committed to promoting and maintaining an adequate internal control and risk management system,
to be understood as a set of all of the tools necessary or useful in order to direct, manage and monitor business activities with
the objective of ensuring compliance with laws and company procedures, protecting corporate assets, managing activities in the
best and most efficient manner and providing accurate and complete accounting and financial data.

The Code of Ethics defines the guiding principles that serve as the basis for the entire internal control and risk management
system, including: (i) the segregation of duties among the entities assigned to the processes of authorisation, execution or
control; (ii) the existence of corporate determinations capable of providing the general standards of reference to govern
corporate activities and processes; (iii) the existence of formal rules for the exercise of signatory powers and internal powers
of authorisation; and (iv) traceability (ensured through the adoption of information systems capable of identifying and
reconstructing the sources, the information and the controls carried out to support the formation and implementation of the
decisions of the Company and the methods of financial resource management).

Over time, the internal control and risk management system has been subjected to verification and updating in order to
continually ensure its suitability and to protect the main areas of risk in business activities. In this context, as well as for

the purpose of implementing the provisions of the Code of Corporate Governance, Snam has adopted an Enterprise Risk
Management (ERM) system’.

The results of the risk mapping activities of the ERM unit are subject to quarterly reporting, which concerns the Control

and Risk Committee and all levels of the organisational structure of Snam and its subsidiaries, including process owners,
department managers and Chief Executive Officers.

The Board of Directors, in its most recent meeting of 29 October 2013, approved the “Guidelines of the Board of Directors
on Internal Auditing” (the “Guidelines”) that define the system of internal control and risk management as a set of
organisational rules, procedures and structures to enable the identification, measurement, management and monitoring of
the main risks. An effective system of internal control and risk management assists in leading the Company in line with pre-
established goals, promoting reasoned decision-making.

The responsibility for the establishment and maintenance of an effective system of internal control and risk management,
in line with the objectives of business and of process, and the matching of the methods of risk management to the
containment plans defined, pertains to the director in charge and to those in charge of management. The Snam Board of
Directors has identified the Company’s Chief Executive Officer as the director in charge of the internal control and risk
management system, carrying out the activities provided for in the Code of Corporate Governance.

The Board of Directors, subject to the opinion of the Control and Risk Committee, assesses, at least annually, the adequacy
of the internal control and risk management system with regard to the characteristics of the Company and of the group and
the risk profile assumed, as well as its efficacy.

The Board of Directors — subject to the favourable opinion of the Control and Risk Committee and considering the opinion
of the Board of Statutory Auditors, upon the proposal of the director in charge, in agreement with the Chairman of the
Board of Directors — appoints the Internal Audit Manager. The role, duties and responsibilities of Internal Audit are defined
and formalised by the Board of Directors within the Guidelines. The Internal Audit Manager, within an organisational structure
that reports to the Chief Executive Officer, performs audit activities in full independence in accordance with the instructions of
the Board of Directors’; the Control and Risk Committee oversees Internal Audit activities. Internal Audit activities are carried
out ensuring the maintenance of the necessary conditions for independence and the necessary objectivity, competence and
professional diligence provided for in the international standards for professional internal auditing practice and in the code of
ethics issued by the Institute of Internal Auditors™, as well as the principles contained in the Code of Ethics”.

74 During the course of 2013, to continuously improve the internal control and risk management system, the Enterprise Risk Management unit was established. This resulted from a specific project that
enabled the implementation of an Enterprise Risk Management system comprising organisational rules, procedures and structures for the identification, measurement, management and monitoring of the
main risks that could affect the achievement of strategic objectives.

75 Pursuant to application criterion 7.C.5 letter b) of the Code of Corporate Governance, taking advantage of the exclusive power reserved to itself by the Board of Directors to issue instructions to the
Internal Audit Manager.

76 The international standards for professional internal auditing practice are available at the following address: http://www.unesco.org/new/fileadmin/MULTIMEDIA/HQ/IOS/temp/IPPF_Standards%20ENG.pdf.
77 See the "Code of Ethics” paragraph below.
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The Board of Statutory Auditors, also in the capacity of a “committee for internal control and account auditing” within the
meaning of Legislative Decree 39/2010, monitors the effectiveness of the internal control and risk management system.

As provided for in Article 16 of the Bylaws, the Board of Directors appoints the Chief Financial Officer in accordance with
Article 154-bis of the TUF at the proposal of the Chief Executive Officer, by agreement with the Chairman and subject to the
favourable opinion of the Board of Statutory Auditors™.

On 26 March 2013, the Board of Directors, in accordance with the procedures and requirements provided for in the Bylaws,
reappointed Antonio Paccioretti as Chief Financial Officer. Mr. Paccioretti, who was first appointed to this office on 29
October 2007, also holds the position of Director of Planning, Administration, Finance and Control of Snam.

The Board of Directors annually verifies the adequacy of the powers and resources at the disposal of the Chief Financial
Officer to perform the duties assigned, and every half-year verifies the observance of existing administrative and accounting
procedures.

For more information and details, please see Section Ill of the 2014 Governance report.

PRINCIPAL CHARACTERISTICS OF THE RISK MANAGEMENT AND INTERNAL CONTROL SYSTEM IN THE FINANCIAL
REPORTING PROCESS

The internal control and risk management system and the corporate reporting process of the Snam Group are elements of
the same “System” (the Corporate Reporting Internal Control System), which is meant to ensure the reliability™, accuracy®,
dependability®’ and timeliness of corporate disclosure with regard to financial reporting and the ability of the relevant
business processes to produce this information in keeping with generally accepted accounting principles.

The reporting in question consists of all data and information contained in the periodic accounting documents required by
law — the annual report, the half-year report, the interim directors’ report (including consolidated versions) — as well as any
other documents or communications for external consumption, such as press releases and prospectuses prepared for specific
transactions, which are subject to the certifications required by Article 154-bis of the TUF, introduced by Law No. 262 of 28
December 2005. The reporting includes both financial and non-financial data and information; the purpose of the latter is to
describe the significant aspects of the business, comment on the financial results for the year, and/or describe the outlook.
Snam has adopted a body of rules that define the standards, methods, roles and responsibilities for designing, implementing
and maintaining over time the Group's Corporate Reporting Internal Control System, which is applied to Snam and its
subsidiaries, taking account of their significance in terms of their contribution to the consolidated financial statements of the
Snam Group and the riskiness of the activities carried out.

The internal control and risk management model adopted by Snam and its subsidiaries with regard to corporate reporting
was defined in accordance with the provisions of the above-mentioned Article 154-bis of the TUF and is based, in
methodological terms, on the "COSO Framework” (“Internal Control — Integrated Framework”, issued by the Committee of
Sponsoring Organisations of the Treadway Commission), the international reference model for the establishment, updating,
analysis and assessment of the internal control system, for which an update was published in May 2013.

2014 saw the completion of the SCIS Project, which started in the second half of 2013.

The project, implemented with the support of a leading consultancy firm, concerned the review and updating of the Snam
Group Corporate Reporting Internal Control System, with a view to bringing it more into line with the group's requirements
and particularities, in the face of growing organisational and process complexity, and to strengthening its methodological
framework, in order to allow the group to continue constantly improving the system and manage the dependability,

reliability, timeliness and accuracy of corporate information.

78 The Chief Financial Officer must be selected from among persons who do not hold any office on the control or management bodies of, nor any managerial post in, eni and its subsidiaries, and who do not
have any relation, whether direct or indirect, of a professional or equity nature with such companies. As provided for in Article 16 of the Bylaws, the Chief Financial Officer must be chosen from among
people who have performed in the following capacity for at least three years:

a) administration or control or management activity at companies listed on regulated markets in Italy, other States of the European Union or other countries belonging to the OECD which have a share
capital of no less than €2 million;

b) auditing activity at the companies mentioned above under letter a);

¢) professional or tenured university teaching activity in finance or accounting;

d) managerial functions at public or private entities with financial, accounting or control responsibilities.

The Board of Directors sees to it that the Chief Financial Officer has adequate powers and resources for performing the duties assigned to him, as well as for the effective observance of administrative and
accounting procedures.

79 Reliability of information: information that is correct, complies with generally accepted accounting standards and fulfils the requirements of the applicable laws and regulations.
80 Accurate information: information without errors.

81 Dependability of information: information that is clear and comprehensive, enabling investors to make informed investment decisions.

Snam 2014 Annual Report



Report on corporate governance and ownership structure

In relation to the activities carried out within the framework of the SCIS Project, the “Snam Group Corporate Reporting
Internal Control System Procedure” was issued to replace the previous Management System Guidelines (MSG). This defines,
in the light of the developments of the project, the roles and responsibilities relating to the design, institution, application,
maintenance over time, management and assessment of the effectiveness of the system as a whole. Detailed operating
instructions were also defined that govern the methodology, the responsibilities and the activities to be carried out to
implement the various components of the Corporate Reporting Internal Control System. These involve, in particular, defining
the scope of application of the System (scoping), “company/entity-level controls” (CELCs), “process-level controls” (PLCs),
“segregation of duties” (SoD), “information technology general controls” (ITGC), risk assessment for the process-level
controls, management procedures for the results of the controls and the assessment of deficiencies, mapping the significant
SCIS information applications, and the sampling method used in line monitoring activities.

The planning activities also involved, on the basis of what had been defined in terms of methodological approach and
revision of analysis and assessment processes, reviewing and updating all the risks and controls of the individual components
of the System.

The planning, institution and maintenance of the Corporate Reporting Internal Control System are achieved through: the
activities of scoping, identifying and assessing the risks and controls (at the business level and process level through the
activities of risk assessment and monitoring) and the related information flows (reporting).

The controls, both at the entity level and process level, are subject to regular evaluation (monitoring) to verify the adequacy
of the design and actual operability over time. For this purpose, there is provision for ongoing monitoring activities,

assigned to the management responsible for the relevant procedures/activities, as well as independent monitoring (separate
evaluations), assigned to Internal Audit, which operates according to a plan agreed with the Chief Financial Officer and aimed
at defining the scope and objectives of its intervention through agreed audit procedures.

Snam's Board of Directors also appointed independent auditors Reconta Ernst & Young to examine the adequacy of the
internal control system in relation to the preparation of financial information for the production of the financial statements
and consolidated financial statements of Snam S.p.A., by conducting independent checks on the effectiveness of the design
and functionality of the control system. This appointment, which is made voluntarily on an annual basis, reflects the need to
keep attention constantly focused on the Corporate Reporting Internal Control System, even after removal of the obligation
to comply with the Sarbanes Oxley Act, by which Snam had been bound when it was controlled by eni, a company listed on
the New York stock exchange.

This appointment represents a best practice applied by leading companies and, like the US Sarbanes Oxley Act, provides for
the issuance, by the independent auditors, of an annual report intended for the Board of Directors concerning the checks
performed and the adequacy of the internal control system in relation to the preparation of the Snam Group's financial
information.

The results of the monitoring activities, the checks made on the controls and any other information or situations relevant
to the Corporate Reporting Internal Control System are subject to periodic reporting on the state of the control system,
which involves all levels of the organisational structure of Snam and its major subsidiaries, including operational business
managers, heads of department, administrative managers and chief executive officers.

The assessments of all the controls instituted within Snam and its subsidiaries are brought to the attention of the Chief
Financial Officer, who, on the basis of this information, draws up half-yearly and annual reports on the adequacy and
effective application of the Corporate Reporting Internal Control System. These are shared with the Chief Executive
Officer and communicated to the Board of Directors, after informing the Control and Risk Committee and the Board of
Statutory Auditors, at the time of approval of the financial statements and the consolidated financial statements, as well
as the consolidated half-year report, to allow the Board of Directors to perform its supervisory functions and to conduct
the assessments that fall to its responsibility with regard to the Corporate Reporting Internal Control System, including
on the basis of the results of the checks performed by the independent auditors on the adequacy of the control system in
relation to the preparation of the financial statements and the consolidated financial statements.

For more information and details, please see Section Ill of the 2014 governance report.
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CODE OF ETHICS

On 30 July 2013, the Board of Directors approved a new version of the Code of Ethics, which defines a shared system of
values and expresses the business ethics culture of Snam, as well as inspiring strategic thinking and guidance of business
activities.

The Code of Ethics (i) states the principles that have inspired and served as the basis for the business done by Snam,
such as observance of the law, fair competition, honesty, integrity, propriety and good faith in respecting the legitimate
interests of customers, employees, shareholders and business and financial partners, as well as the communities in which
the Company conducts its business; (ii) contains the general principles of sustainability and corporate responsibility; and
(iii) has as its subject matter, inter alia, the workplace, relations with stakeholders and suppliers and protection of personal
data.

Among other things, the Code of Ethics reflects a general, necessary principle of the organisation, management and
control model adopted by Snam pursuant to the Italian rules governing the “liability of legal entities for administrative
offences arising from crime” contained in Legislative Decree 231 of 8 June 2001 (“Legislative Decree No. 231 of 2001").
The Board of Directors has assigned to the Watch Structure, instituted pursuant to Legislative Decree No. 231 of 2001,
the role of Code of Ethics Supervisor, to respond to the following: (i) requests for clarification and interpretation of

the principles and contents of the Code; (ii) suggestions with regard to applying the Code of Ethics; and (iii) reports of
violations of the Code of Ethics detected directly or indirectly.

MODEL 231 AND THE WATCH STRUCTURE

The Board of Directors has adopted its own organisation, management and control model pursuant to Legislative Decree
231 of 8 June 2001 ("Model 231") for the prevention of the offences referred to in the rules on corporate administrative
liability for offences committed in the interest or for the benefit of the Company (Legislative Decree 231 of 2001), and
it has appointed a Watch Structure equipped with autonomous powers of initiative and control, in accordance with legal
provisions.

The Board of Directors, most recently on 30 July 2013, approved the new text of Model 231, updated for the new offences
of “corruption between private parties”, “undue inducement to give or promise benefits” and “employment of citizens of
other countries whose presence is unlawful”, as well as for the change in the corporate organisational structure of Snam.
The subsidiaries have also adopted their own Model 231 commensurate with their own characteristics, appointing their
own Watch Structures charged with ensuring that Model 231 is implemented and applied effectively.

The Watch Structure consists of the Internal Audit Manager, the Head of Legal and Notarial Supplier and Support Process
Management, and three external members, one of whom acts as Chairman, who are legal, corporate and business
economics and organisation experts. The following table shows the members of that body:

Member Position

Mario Molteni Chairman — External Member

Giovanni Maria Garegnani External Member

Ugo Lecis External Member

Silvio Bianchi Internal Auditor

Bruno Clerico Titinet Head of Legal and Notarial Supplier and Support Process Management

For more information and details, please see Section Ill of the 2014 governance report.
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SNAM RULES SYSTEM

Snam, consistent with an evolutionary process aimed at continually improving the efficiency and effectiveness of the
internal control and risk management system, has adopted its own rules system composed of the following regulatory
levels: (i) Corporate System Framework (1 regulatory level), (ii) Procedures (2" regulatory level) and (iii) Operating
Instructions (3" regulatory level).

In addition, an integral part of the regulatory system is represented by the documents pertaining to the certified
management systems (according to the International Organisation for Standardisation) on the subject of Health, Safety,
Environment and Quality (Policies, Manuals, Procedures and Operating Instructions). Lastly, there are the regulatory
circulars for governing specific topics (sometimes applicable at given times).

These regulatory tools are part of the efficient handling of the Management and Coordination activities performed by
Snam concerning subsidiaries, and they are subject to periodic reporting to the Boards of Directors of the subsidiaries.
For some specific matters (e.g. matters relating to health, safety and the environment and/or those within the
competence of the Boards of Directors of Snam and the subsidiaries) that involve specific responsibility directly held by
the subsidiaries according to the applicable provisions of law, formal adoption by them is provided for.

For more information and details, please see Section Ill of the 2014 governance report, which also contains details on the
following:

+ Procedure for allegations, even anonymous ones, received by Snam and by subsidiaries;

+ Anti-corruption procedure;

+ Antitrust Code of Conduct;

+ Procedure for transactions in which directors and auditors have an interest and transactions with related parties;

+ Procedure in relation to market abuse.

SHAREHOLDER AND INVESTOR RELATIONS

Snam has adopted a communications policy designed to open an ongoing dialogue with shareholders, institutional investors,
socially responsible investors, analysts and all financial market traders, guaranteeing the systematic dissemination of
exhaustive and timely information on its activity, limited solely by the confidentiality requirements which some information
may impose. To this end, the delivery of information to investors, the market and the news media is achieved through press
releases and periodic meetings with institutional investors, the financial community and the press, as well as through the
extensive documentation and numerous publications made available and constantly updated on the Company's website.
Information regarding reports, events/significant transactions, as well as procedures issued by Snam on corporate governance
are disclosed to the public in a timely manner and posted on the Company website. On the website one can also consult
the Company's press releases, the documentation used during the meetings with financial analysts, notices to shareholders,
as well as information and documentation regarding the topics on the agenda of the shareholders' meetings, including their
minutes.

Relations with shareholders and all financial market traders are maintained by the “Investor Relations” unit. The information
of interest to them is available on the Company website and can also be requested by e-mail at investor.relations@snam.it.
Relations with the news media are handled by the Institutional Relations and Communications Department.

For more information and details, please see Section Ill of the 2014 governance report.
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Commitment to sustainable development

THE SUSTAINABILITY MODEL

Snam believes that sustainability forms an integral part of its business model. It is in fact a leading factor in defining the
Company's strategic and operational decisions and a lever for long-term sustainable growth. Meanwhile, it delivers the
shareholders’ expected results, sharing the value generated with all of its stakeholders including in terms of environmental
and social issues.

The Company bases the day-to-day conduct of its activities on the principles set out by international bodies and conventions
on the protection of human rights, employment and trade union rights, health, safety and environmental rights, repudiation
of forced labour, child labour and any form of discrimination, and on conformity with values and principles concerning
fairness, transparency and sustainable development. These principles are listed in the Codes of Ethics adopted by all the
companies, which are the fundamental tools for orientating the conduct of personnel and for the responsible management of
relationships with stakeholders.

In order to give greater visibility to this commitment, Snam is a signatory to the Global Compact. This international initiative
upholds ten universal principles concerning human rights, employment, the environment and anti-corruption, and brings
together governments, businesses, United Nations agencies, labour organisations and civil associations, with the aim

of contributing to the creation of a more inclusive and sustainable global economy. Snam'’s commitment to the Global
Compact also continued in 2014 with activities for engagement and dissemination of the ten principles by participating both
actively, as a member of the Italian Global Compact Network, in the meetings of the Integrated Reporting Working group,
and in specific initiatives aimed at its own stakeholders.

Snam'’s sustainability management model extends to all group companies and is integrated into all phases of the corporate
business process (Planning, Management, Control, Reporting, Communication and Stakeholder Engagement).

The Board of Directors takes on a central role in defining the policies, while the Sustainability objectives, submitted for the
approval of top management, are pursued by means of specific short- and medium-term projects and initiatives included

in the Company's action plan. All of the activities provided for by the model are coordinated by the Snam sustainability
department with the participation of the various Snam departments and subsidiaries.

Snam publishes an annual Sustainability Report, which is considered to be an important tool for strategic control and
communication with stakeholders. The Report, approved by the Board of Directors at the same time as the Annual Report,
examines the activities carried out in terms of economic efficiency, environmental protection and social protection, providing
the performance indicators on which the business is measured and compared publicly. Since 2013, the Sustainability Report
has been drawn up in accordance with the new guidelines (GRI-G4) published by the Global Reporting Initiative.

The results achieved and maintained over time have enabled Snam's shares to maintain their position in the main ethical
indices, such as the Dow Jones Sustainability Index World, the FTSE4Good Europe Index, the FTSE4Good Global Index, the
ECPI Ethical Index Euro, the STOXX Global ESG Leaders Index, the CDP Italy 100 Climate Disclosure Leadership Index (CDLI),
Vigeo World 120 and Vigeo Europe 120.

Since 2014 Snam's shares have also been listed in the United Nations Global Compact 100 index (“GC 100") and the MSCI
World and MSCI ACWI ESG indices, which include the companies with the highest sustainability ratings in their sectors. MSCI
is a leading international company in the supply of information tools to support the investment decisions of global investors,
such as asset managers, banks, hedge funds and pension funds.

Snam has incorporated into its own path to sustainability the Shared Value approach, which emphasises the connection
between the economic system and society, and redefines the boundaries of corporate social responsibility. The premise of
this new concept is that companies need to take action to reconcile business and society by promoting knowledge, best
practices and current or possible future initiatives: in short, to create economic value in ways that generate value not only for
the Company but also for the stakeholders and the locations where it operates.

Following this approach, during the year the Company has started up further processes for identifying new projects that

maximise positive external results, and it has completed several projects (see the table below).
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SHARED VALUE PROJECTS COMPLETED AND STARTED IN 2014

Scope for generation
of Shared Value

Initiative

Within the framework of
supplier relationships,
making corporate know-
how available through

a system of knowledge
sharing, which will help
companies in the supply
chain in a process of
continuous improvement
that can increase both
their own competitiveness
and the dependability

of their partnership with
Snam, to the ultimate
benefit of service quality.

Responsible relationship between company and supply chain.

Workshop organised by Snam in Milan: this initiative is part of the strong commitment that the
Company is developing on the issues of safety, environment and sustainability in the supply chain, and
forms part of a programme launched in 2011 with the “Supplier’s Day for Sustainability” initiative,
continued in 2012 with the workshops "My Safety is Your Safety” and “Making Comparisons to Prevent
and Improve”.

Growing together: the Suppliers’ Portal

Since 2013 Snam has been operating the Supplier’s Portal, a web platform designed to improve and
optimise the day-to-day operations of everyone involved in the management of the entire supply

chain. The Portal is the new point of reference and interaction between Snam and its suppliers, aimed
at simplifying and improving the day-to-day operations of the entire supply chain through the effective
management and dissemination of information of common interest. The Portal is also a place for
strengthening corporate social responsibility, by exchanging information on key issues such as health and
safety of workers, human rights and respect for the environment.

During the year, various sections were added to the Portal to make it an increasingly useful tool for
dialogue and the sharing of know-how with suppliers. In particular, the “Snam for Suppliers” section was
created, which provides the most significant data and indices relating to Snam’s procurement activities,
making a further contribution in terms of transparency and completeness of information.

As part of Snam's
management and
enhancement of sites and
infrastructure, sharing
space and knowledge

with stakeholders in

the area to encourage
public acceptance of the
legitimacy of the networks
and the creation of
competitive advantage for
the area.

Cultivating value: the community garden in Terranuova Bracciolini

In 2014, Snam signed a contract with the social cooperative Betadue, giving it the free use, for four
years, of a plot of land outside Snam'’s compressor station in Terranuova Bracciolini. The Betadue
cooperative, which works for the general interests of the community by promoting social development
and inclusion through a variety of activities aimed at helping disadvantaged people find work
placements, will use the land to grow vegetables to support the short food supply chain in the area.

Helicopter fly-overs

Snam has begun a collaboration with the University of Bergamo, and specifically with the “Lelio Pagani”
Centre for Territorial Studies, a university centre for research and training focused on the region, to

give the University free use of the aerial photographs taken during overflight activities to inspect the
network. The photographs can serve as an essential point of reference for a series of studies and research
projects aimed at obtaining a more thorough knowledge of the many aspects of the region (agriculture,
forestry, geology, town planning, landscape, etc.). This information will then be used and capitalised
upon for a wide variety of purposes: educational, cultural and analytical.

Tour of Italy in 80 bookshops

This initiative, sponsored in partnership with the Associazione Letteratura Rinnovabile, provided an
opportunity to promote the group's local presence through a cycling, cultural and environmental relay
that covered around 2,000 km between May and July, from Valle d’Aosta to Abruzzo.

The tour also stopped off at various group sites where interesting cultural events were held, providing
opportunities to interact and share experiences with local communities.

The Italgas Historical Archive and Museum: a historic asset for the community

The Italgas Historical Archive and Museum contains a wealth of knowledge that is testimony to the life
of the Company and of a technological revolution that has helped to change the face of the region: here
the Company has sought to enhance its cultural heritage through the creation of ‘Thursday Workshops’,
an educational programme aimed at primary and secondary schools that uses archived records to tell
not only the history of the Company, but also a part of the history of Italy and of the city of Turin.
During 2014, the Museum received 320 visitors, many of whom were students from all levels of study.

As part of the
implementation of new
investments, sharing with
local communities and
disseminating among

local protagonists the
knowledge of best business
practices in the application
of naturalistic engineering
techniques in particularly
delicate areas with
complex ecosystems, such
as parks and protected
areas.

Sustainable Trails — Parco della Majella

As part of the business sustainability initiatives, a third book in the Sustainable Trails series, produced in
collaboration with 24 ORE Cultura-GRUPPO 24 ORE and supported by the Ministry of the Environment,
is about to be published. This represents another important and significant example of constructive
collaboration between Snam and a Park Authority, that of Majella, and of a sustainable commitment

to caring for an area under special environmental protection. The infrastructure, which crosses the park
over a stretch of around 15 km, is the Campochiaro-Sulmona gas pipeline, built to upgrade the existing
structure for gas imports from northern Africa.

Shared Value Education

Generating value for the Company and, at the same time, for the geographical area, giving the local
community a concrete and positive contribution. This is how the cooperation between Snam and the
Municipality of Crema was established for the enhancement of six urban areas through the active joint
involvement of Snam employees and citizens.

The initiative was based on Snam’s specific needs for training designed to enhance the culture and
strengthen the integration and the unique expertise of the Information Technology area of the Company.
To achieve this goal we have chosen an original path inspired by the methodology of team building,
improving in practical terms the relationship between operational activities and the social context. In
2074, with Snam'’s support, the first project saw the light of day with the construction of the “outdoor
classroom” for Santa Maria della Croce primary school.
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PEOPLE AND ORGANISATION

2014 was characterised by both a major initiative to change the employment mix, and by the development and
consolidation of systems and policies for leadership and performance orientation.

Under an agreement signed with the union organisations, at least 250 young people will be hired during the two-year period
2014-2015, compared with the departure in 2014, due to ordinary mobility or facilitated redundancy, of more than 5%

of the workforce. One of the effects of this will be an important contribution to the containment of personnel costs. The
initiative, which began in 2014, will continue to produce its effects over the coming years.

Hiring new young people not only tackles the progressive ageing of the workforce, but also refreshes the pool of skills, talent
and motivation, which are decisive factors in the international scenario in which Snam competes.

Managerial action within Snam is based on the assignment of precise objectives to each position of responsibility and on
transparent assessment of the results achieved, thus allowing constant improvement of the effectiveness and efficiency

of organisational processes. On this basis, a new model for the development of professional and managerial skills has

been defined. Integrated with the new performance assessment system, this makes it possible to accelerate the individual
development paths of staff members with reference to tomorrow's leadership, which has a strategic value for the
development outlook of the business.

A major drive for the simplification and standardisation of organisational processes: the adoption of the Corporate System
Framework in 2013 helped to rationalise business processes, procedures and systems.

The strong sense of belonging to the group, which has been highlighted by internal climate surveys, is an asset on which to
build active and constructive participation in the processes of change, constantly improving communication and information-
sharing.

Thus, a new compact takes shape between the business and its personnel: Snam undertakes to provide new opportunities for
growth to those who offer their talent and skills, while its personnel undertake to treat change as an opportunity to acquire
new skills and promote their own professional development. This is a cultural paradigm that will make Snam an ever more

dynamic, open and competitive business.

EMPLOYMENT
At 31 December 2014, the Snam Group employed 6,072 people. The analysis by contractual category and company included
in the scope of consolidation is shown in the following tables:

PERSONNEL BY COMPANY
(number) 2012 2013 2014 Change
Snam S.p.A 672 703 2
Gasrule Insurance Ltd 1
Snam Rete Gas S.p.A 1,978 1,952 (78)
GNL ltalia S.p.A 78 79 (2)
Italgas S.p.A 2,551 2,559 (79)
Napoletanagas S.p.A 465 449 (6)
Azienda Energia e Servizi Torino S.p.A. 201
Stogit S.p.A 307 303 (12)
6,051 6,045 27
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PERSONNEL BY STATUS

(number) 2012 2013 2014 Change

Executives 115 116 8

Managers 560 579 23

Office workers 3,257 3,271 9

Manual workers 2,119 2,079 (13)

6,051 6,045 27

More specifically, the employment figures recorded during 2014 were as follows:

+ an increase of 398 people, of whom 185 were recruited from the market (40% university graduates and 60%
with technical college diplomas) and 213 from Italgas and subsidiaries, due to the consolidation of A.E.S. (203)
and new concessions acquired (10 people);

- areduction of 100 people, of whom 75 due to termination of employment and 25 for other departures from
service.

Approximately 96% of Snam personnel have EMPLOYEES BY GEOGRAPHICAL AREA (NO.)

permanent employment contracts. The remaining

4% have apprenticeship contracts that, by law, Norh

are temporary (although historically, nearly all 3,368

apprenticeship contracts have become permanent

contracts at expiration, demonstrating the stability

that Snam offers by providing lasting employment). ?broad

With respect to the group's distribution country-

wide, 3,368 people are employed in the northern

regions of Italy, 1,178 in the central regions and (1:‘31”;: South and Sicily

1,525 in the south. R 1,525

STATISTICAL DIVERSITY: EMPLOYEES BY AGE BRACKET (NO.)

1,810
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Some 12.6% of the total staff are university graduates, while 52.4% have diploma qualifications; the average age of the
people employed by the group fell compared with previous years, from just over 49 to below 48, while the average length
of service was around 24 years, stable compared with the previous year.

It is also worth making a separate analysis of the proportion of women within the group.

Despite the typical characteristics of the business activity, which requires a particular technical training taken
predominantly by men in the market, the proportion of women is increasing. Women accounted for approximately 20% of
total hirings in 2014.

In the business as a whole, women account for around 11.1% of the entire workforce, and this figure has been rising
steadily over the last three years. In 2014, with respect to the reference population for each category: 7.3% of executives
and 12.8% of managers were women.

To this must be added the evident increase projected for the female population. Analyses carried out on the business
population involved in the Leadership Development program show that the presence of women in top management
positions is set to increase. The current ratio of women to men is 13%, but this figure will rise to 33.3% among the
managers who take part in the programme and to 38.8% among the High Flyer participants.

To this analysis must be added the appointment in July 2014 of 4 new executives of the group, 50% of whom are women.

FEMALE PRESENCE (%)

2014
B renale presence
I
I 34 B women employed
by the market (no.)
2013

I 0.0
I,

2012

I, 0.7
I 13

FEMALE PRESENCE BY STATUS (%)

2014

. Executives
I -3
I ——— 12.8 B vonagers

. Office workers

2012

I 7.0
I 2.1
|
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ORGANISATION

The principal organisational changes that occurred in 2014 can be summarised as follows:

+ continuing along the path of strategic development of the Snam Group as a European infrastructure operator,
the Corporate departments were reorganised, with the creation in each department of a unit to coordinate
their respective international activities. The first two departments to adapt to the new model were Planning,
Administration, Finance and Control and Legal and Corporate Affairs and Compliance. The Foreign PAFC Planning,
Control and Coordination unit and the Foreign Legal, Corporate and Compliance Coordination unit were
established respectively within these departments, reporting directly to the Director;

+ in the Planning, Administration, Finance and Control Department, all Administration and Accounting activities
—including those linked to the Corporate Reporting Internal Control System — were incorporated into a single
department reporting to the Director, and the Accounting Standards Centre was created, with the main task
of issuing interpretative guidelines in relation to the new legislative provisions for all departments involved in
administration and accounting, at corporate level and for subsidiaries;

+ in the Legal and Corporate Affairs and Compliance Department, the Extraordinary Operations Italy Legal and
Finance unit was created, with the aim of strengthening oversight in the Distribution area, and the Distribution
Operations Legal Assistance unit was subdivided into two units handling the northern and southern areas
respectively. In addition, within the Compliance Legal department, the Internal Control System unit was
created to handle all matters relating to criminal law, corporate administrative liability, anti-corruption and the
domestic legislative system in general;

+ within the HSEQ, Property and Facilities Management department, responsibilities relating to the construction
of new buildings were incorporated into the Property Investments and Property Management unit, along with
those relating to the maintenance of existing assets, with the aim of streamlining the processes linked between
them.

During the year, there was a continuation of the “Convergence” project, which saw the participation of personnel
from both Snam and Fluxys, with the aim of assessing the opportunities arising from the strategic alliance between
the two companies.

Completing a project begun in 2013, a captive insurance company, Gasrule Ltd, was created in Ireland as a wholly owned
subsidiary of Snam, with the aim of ensuring more efficient risk management for the group. The project concerned the
design of the Company's organisational structure and the definition of the related processes, and made it necessary to
adapt the insurance management procedures of Snam and the companies of the group.

In the area of transportation activities, the new organisational structure was consolidated by defining and strengthening

operating mechanisms for optimising the various processes involved in Operations, Commercial Development and

Government Relations. With reference to these functions, the following points are of note:

+ the development of the new IT solution for managing the commercial processes of gas Scheduling and
Balancing, in line with the new requirements imposed by the constant changes in the regulatory and business
scenario;

+ in the area of Operations, (i) the operational implementation of the organisational restructuring of technical
activities, including through changes to the current manual worker professional roles and the introduction of
more advanced technological tools for the management of activities relating to gas pipelines and compression
and metering stations; (ii) provision of the necessary support for developing overseas transportation activities;
and (iii) continuation of the trial that provides for commencement of the working activities of manual workers
leaving home without passing through their working bases;

+ the review of procurement and logistics processes and the development of new operating models, with
reference to the automation of certain activities at the Codogno storage facility and traceability;

+ the start of the “ISO 9001 quality certification” project, aimed at extending the related certification to the

entire Company, which requires, inter alia, adaptation of the regulatory system of Snam Rete Gas.
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In the course of 2014, within the scope of storage activities, organisational changes took place as summarised below:

+ in the area of Operations, the organisational and operational model was implemented, relating to the imminent
separation of the services hitherto provided by eni Exploration & Production for the static and dynamic modelling
of deposits and the drilling and renewal of wells; in particular, to ensure the transition to the new organisational
and operational model, internal oversight was strengthened in terms of specialised resources and skills, and
scheduled initiatives for the training of personnel and the qualification of new suppliers for the acquisition of the
relevant services are close to completion;

- in storage and logistics activities, a centralised management procedure was launched for certain materials
management processes, similar to the model already developed by the group, such as the management of
materials registers, testing, materials planning, transport and management activities.

In the regasification segment, the organisational and regulatory system was strengthened, with a more in-depth
examination, in particular, of the plant operating and maintenance processes, including through the issuance of
dedicated operating instructions.

On the other hand, in the scope of distribution, in 2014 the following are of particular note:

- inrelation to Italgas and Napoletanagas, work continued on technical and functional analysis and development
and production of the technical solution identified for the technological upgrade of the group's Enterprise
Resource Planning (ERP) system (the final go-live is scheduled for January 2016);

+ activities aimed at the progressive standardisation of processes and organisational structures also continued. In
relation to Italgas, the Gas Distribution Rome unit assumed an organisational structure consistent with that of
the Districts, with a consequent adaptation of the IT systems supporting the processes concerned. In relation to
Napoletanagas, the processes involved in storage management, materials transfer management and the delivery of
materials to operational teams were brought into line with the group model;

- a project was launched with the aim of progressively bringing the processes and systems of A.E.S. into line with
the model and services of Italgas;

- the merger by incorporation into Italgas of Metano Arcore and the integration of the Municipality of Paderno
Dugnano following the tender award made it necessary to implement a project to update the operational and
organisational procedures for the management of gas distribution activities and the integration of resources and
assets within Italgas, with a consequent upgrading of the IT systems;

+ with reference to Napoletanagas, the OONN Sector Accreditation Committee of Accredia resolved, on 27 October
2014, to accredit the Company for the periodic inspection of volume conversion devices associated with gas
meters (Type 1) in accordance with the provisions of Ministerial Decree 75/2012, and accordingly provided for the
creation of the Inspection Body organisational unit and the definition of procedures for the management of these
activities.

With reference to the group Regulatory System, there was a continuation of the review project begun with the
publication in 2013 of the Corporate System Framework. In this context, the Management System Guidelines issued by
eni and adopted by Snam were all repealed, and their content was inserted into the group operating procedures and
instructions. Work also began during the year on the project to overhaul the documentation system that contains the
group regulations, with the aim of making it easier and quicker to consult documents.

Involvement and participation initiatives

Snam believes that communication plays a key role in promoting the participation and involvement of its staff in
growth and in the development of their respective business activities.

Communication directed at group personnel is not just a transmission medium, but should also be an “agent of change”
affecting values, suggesting new viewpoints, contributing to change in the corporate culture and stimulating new forms
of behaviour.

Special attention was paid to the instrument panel used for communicating, with the launch of an organic plan of
changes whose main features are as follows: content more appropriate to the needs expressed by staff, a more direct
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style of communication, more space devoted to staff and life within the company, greater use of video for sharing
experiences, initiatives and company events, more space for welfare initiatives, and “listening” with surveys on specific
issues.

A few examples of the channels and tools used by Snam to share values, challenges, goals and projects are the
company intranet, the “Saperne di+” ("Learn more about it") initiative, the circulation of newsletters, brochures and
other paper products, and the now firmly established annual meetings with executive staff: an opportunity to reflect on
the most significant moments in the activities of the business in order to ensure adequate information and a constant
sense of involvement and responsibility with regard to company strategies and objectives.

In 2014 the intranet portal was the favoured channel for disseminating a new way of communicating: the home page
became the space for headline news, highlighted issues, launches of company initiatives and pop-ups; new features
were introduced into the portal, such as galleries with videos and photos to provide immediate and graphic information
about company experiences and events.

With the aim of creating a “new intranet”, a dedicated working group was set up to respond to the needs expressed by
staff and to support change, so that the portal can become the main point of contact with the company and carry its
identity. The new portal will be completed and usable during 2015.

Training

Development and consolidation of the system of professional skills, in tune with trends in the environment in which
the business operates, are an integral part of the personnel development process.

Training is an essential element for enriching the employment opportunities of personnel and for supporting the
processes of organisational integration and change management.

In 2014, more than 174,900 hours of training were provided in total (amounting to 28.8 average hours per employee)
to 17,043 participants.

TRAINING BY POSITION
(hours) 2012 2013 2014 Change

Executives 2,366 6,133 (1,159)
Managers 15,841 23,699 (9,190)
Office workers 65,209 117,942 (44,538)
Manual workers 77,355 50,584 31,445

160,771 198,358 (23,442)

The proportion of Company personnel involved in training initiatives was 93.2%, a sure sign of the continual and all-
encompassing commitment to update and develop the knowledge of all personnel.

During the course of the year, the Forma(re)ti project, launched in the previous year, was completed. The training
programme, shared with Terna, gave a group of executives and managers from the various companies an important
opportunity to compare notes on business issues of common interest.

With a view to greater openness to the international context, Snam pursued its commitment to language training courses
with the relaunch of the Energienglish Project, which offered all Snam personnel the opportunity to take an online English
course provided by EF Corporate Language Learning Solutions. The Company also offers other dedicated courses for those
who need advanced language skills.

Snam is at pains to emphasise the strategic value of leadership, a necessity that is becoming increasingly pressing,

especially when operating in a European market.
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With this in mind, the “Leadership Development Programme” was launched: this is a management development course
aimed at accelerating the development paths of around 200 people selected from among executives, managers and
younger employees. In support of this project, a structured programme of initiatives was prepared, using a variety of levers
including training, individual mentorship provided by executives, compensation and deferred incentive plans for managers.
The "Young Graduates in Engineering" project was also launched. As well as helping to replenish the mix of resources, this
aims to prepare young engineers for taking on responsible roles by means of a specific professional and training path.

This path involves, for a period of three years, changes of activities, objectives and the type and place of work, as well as a
structured training programme in the various areas (financial/business, behavioural and professional).

Initiatives in favour of employees

Snam's corporate welfare system is a carefully structured group of instruments and services that aims to provide
employees with a better work/life balance and, more generally, a better working experience.

The more traditional and established components of the corporate welfare system are as follows: supplementary
insurance against workplace and non-work-related accidents, supplementary healthcare assistance covering public and
private healthcare and hospital expenses, and supplementary pension funds, which in most cases are topped up by
employer contributions.

In addition to these benefits, there are initiatives and services for people in the following major areas: family, health and
well-being, time and space, savings and relationships.

With the aim of offering a range of services and initiatives increasingly in line with employees' expectations, the welfare
services study, which began in 2013, was completed. This involved the following measures: an analysis of the Company's
workforce and identification of needs, with an assessment of the services currently provided and the creation of a map of
priorities; a refinement of the map with direct involvement and feedback from staff through special focus groups, with the
aim of identifying the need for implementation of new services; and an in-depth investigation of the effectiveness and
efficiency of the existing services, resulting in a proposal for a new and enlarged “welfare package”.

With regard to “sustainable mobility”, this year saw the first implementation within Snam of the “Home-Work
Commuting Plans" at the San Donato/Milan, Turin, Rome and Naples sites, with the aim of identifying and taking action to

improve the quality of employees' commuting journeys.

Industrial relations

The relevant national collective labour agreements (the energy and oil contract for the transportation, storage and
regasification segments and the gas/water contract for the distribution segment) apply to all Snam workers.

Snam guarantees all workers the right to express their thoughts freely, to join associations and to engage in trade union
activities. At the end of 2014, 49.5% of employees were members of a union.

Union activities can be held in appropriate meeting places, and employees are given special time off in accordance with
the provisions of the legislation in force and the applicable sector trade union agreement.

For the issues that concern them, all employees can refer to the Unitary Representation Bodies (RSUs), which are
periodically renewed through elections.

During 2014, 130 meetings were held with the trade union organisations; a high number of meetings, at both national and
local level, is a feature of the relationship between Snam and these organisations.

The negotiations paved the way for the use of a participatory model across all levels, as agreed in the new Industrial
Relations Protocol signed by the parties on 17 October 2013. This agreement represents the reference instrument for
strengthening a relationship model capable of allowing the development of further tools for promoting a participatory
culture among employees.

In accordance with the rationale behind the industrial relations aimed at strengthening Level Two negotiations, the Parties
agreed on the 2014-2016 performance-related pay structure for all group companies. The negotiations, which involved
the trade union organisations at all levels, were aimed at establishing the correlation between salary components and
competitive business performance, by defining profit-sharing models.
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During the course of the year, action was also taken on the basis of the provisions agreed in the Employment Protocol
signed in October 2013; in January 2014, for all group companies, the mobility agreement pursuant to Articles 4 and 24
of Law No. 223/91 was signed. In addition, with the aim of enhancing dialogue between the parties, a group mobility
Verification and Control Committee was established, consisting of representatives from Snam's Industrial Relations
department, the national secretariats of the trade unions for the energy, oil, gas and water sectors, and the regional
RSUs/trade union bodies. Periodic meetings of the Committee were held, throughout the entire duration of the mobility
procedure, in order to monitor the implementation of the system and of the agreements reached, with particular
reference to the implementation of the employment plan provided for in the above-mentioned Protocol. Specifically, work
is currently under way to define the plan for the recruitment of resources in the group’s various operating units, according

to the departures that take place under the mobility procedure.

HEALTH, SAFETY, ENVIRONMENT AND QUALITY

By adopting a Health, Safety, Environment and Quality Policy, Snam is assuming a specific commitment to civil society
by recognising the essential value of the principles of protection and prevention. In terms of health, safety, environment
and quality, the organisational structure provides for a distinction between the duties of general management, which are
centralised within Snam, and the duties of special management, coordination and support for operating units, which are
assigned to the individual companies. In particular, the centralised organisational structures ensure the management of
expertise, assist the business units in identifying the most efficient technical and organisational solutions, and define, for
all companies, the guidelines, methodologies, standards and operating procedures to be applied. They also take care of
the definition, implementation and maintenance of management systems, including by means of technical audits. The
operating companies maintain an internal organisational structure which allows them to operate with an adequate level
of decision-making autonomy. In 2014, more than 150 people were engaged specifically on these issues in the various

structures of the Company.
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Management systems

The Snam Group uses specific, certified management systems with the objective of overseeing the processes and business
activities in accordance with the health and safety of workers, environmental protection and the quality of services offered.

The table below shows the certifications obtained by the various management systems, as well as the laboratory accreditations.
During 2014, new certifications were obtained and all necessary actions, including 314 audits (254 internal audits
performed by specially qualified staff and 60 audits performed by external companies), were implemented to retain existing
certifications.

MANAGEMENT SYSTEMS
Type of certification Year of first
Company Coverage certification and accreditation certification
Snam Company BS OHSAS 18001 2012
Information security
management for natural gas ISO 27001 2014
dispatching and metering
Company ISO 14001 2013
Gas process systems ISO 9001 2013
Snam Rete Gas Infrastructure planning unit ISO 9001 2011
Company BS OHSAS 18001 2010
Unit size ISO 9001 2010
Testing laboratory
(LAB 764 conveyed gas flows) IS0 17025 2007
Dispatching centre ISO 9001 2003
Calibration laboratory
(LAT 155 mixtures of natural gas) IS0 17025 2002
BS OHSAS 18001 2012
GNL ltalia Company
ISO 14001 2000
Company BS OHSAS 18001 2012
; Design and delivery of natural
Stogit gas metering and accounting 150 9001 2008
Company ISO 14001 2002
ISO 50001 2012
ISO 14001 2001
Company
BS OHSAS 18001 2001
Italgas 1SO 9001 1996
Calibration laboratory
(LAT 216) ISO 17025 1994
Testing laboratory (LAB 83) ISO 17025 1994
Inspection body (" ISO 17020 2014
ISO 14001 2003
Napoletanagas
Company BS OHSAS 18001 2003
ISO 9001 2000
ISO 9001 2008
AES Company BS OHSAS 18001 2007
ISO 14001 2004

(1) Type C inspection body for “Periodic inspection of volume conversion devices associated with gas meters (Type 1) in accordance with the

provisions of Ministerial Decree 75/2012"
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Health and safety

The protection of health and safety in the workplace is one of Snam’s primary objectives.

In 2014, in addition to the requirements of Legislative Decree 81/08, the “Objective Safety” project, launched at the end of
2010, continued its significant initiatives which aim to act on the culture of the workforce to improve attitudes, behaviour
and personal responsibility with regard to health and safety at work.

The “Objective Safety” project was implemented to reduce further the number of workplace incidents and accidents, partly
by unifying and improving the best practices developed by the individual companies. The three initiatives known as “Safety
Trophy”, “Zero Accidents Prize” and “Safety Walk” are also part of the project. The first two are aimed at encouraging all
employees to adopt safe and responsible behaviour, through a points-based competition with non-monetary prizes (the first
mainly involves the personnel of outlying operating sites, while the second is aimed at all personnel). The third, “Safety Walk”,
launched for the first time in 2011, aims to engage the entire Company in achieving effective workplace safety through
meetings between top management and Snam personnel in their operational activities.

Internal communication and training act to consolidate knowledge and reinforce attention on the issue. Specifically, the
selected channels for communication are as follows: the intranet portal, displays stationed at all Snam worksites and a
newsletter which provides in-depth information on the issues, risks and tools associated with health and safety in the
workplace. The news bulletin, produced in hard copy, is distributed to all personnel of the Snam Group.

The measures implemented in recent years have enabled us to obtain good results both at the group level and for the
individual companies, as shown by the trend of accident indicators.

On the same consolidation basis as 2013, the frequency rate of employee accidents was 1.31 (-13.2% compared with
2013) and the severity rate was 0.08 (-11% compared with 2013). Taking A.E.S. into account as well (from 1 July 2014), the
accident frequency rate rises to 1.49, while the severity rate remains essentially unchanged. There were no fatal accidents in
2014 among employees. However, there was one fatal accident involving a contractor's personnel.

WORKPLACE ACCIDENTS - EMPLOYEE FREQUENCY INDEX(*) WORKPLACE ACCIDENTS - EMPLOYEE SEVERITY INDEX (*)

2014 [N 1.49 2014 [ o0.08

2013 I 5 2013 [ 009

202 1IN 5 2012 | o0.06

(*) number of accidents at work resulting in absence of at least one (*)  number of working days lost due to accidents at work resulting in
day, per million hours worked absence of at least one day, per thousand hours worked

With regard to safety in connection with contracted labour, special attention was paid to suppliers’ qualifications and,
subsequently, to evaluating suppliers through special inspections performed in the work execution phase.

We further increased supplier involvement regarding safety aspects by holding specific sessions to help raise the awareness of
our suppliers to these issues, partly because of the growing importance of safety indicators within supplier qualification and
evaluation criteria.

WORKPLACE ACCIDENTS - CONTRACTOR FREQUENCY INDEX (*) WORKPLACE ACCIDENTS - CONTRACTOR SEVERITY INDEX (*)

2014 N 1.1 2014 I o.10

2013 [ 50 2013 I .16

2012 [ 430 2012 [N 029

(*) number of accidents at work resulting in absence of at least one (*)  number of working days lost due to accidents at work resulting in
day, per million hours worked absence of at least one day, per thousand hours worked
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During the course of the year, the commitment to protect the health of employees was reaffirmed by focusing on
continually monitoring risk factors identified in the corporate processes and implementing suitable prevention and
protection measures. Work environment inspections were carried out in order to evaluate adequate and appropriate
working and environmental conditions and to identify possible measures for prevention or improvement. More than 530
environmental inspections were performed in 2014.

Activities continued to support specific health protection initiatives, such as cancer prevention and flu vaccination
campaigns, bans on smoking in Company workplaces, and on the supply of alcohol in Company canteens.

We ensure that regular health checks are performed on personnel exposed to specific risk factors, with 2,630 check-ups
during the year.

Environmental Protection

Protection of the environment is of primary importance during all phases of Snam'’s operations. The criteria and
procedures adopted for the location, planning, construction, disposal and management of the plants meet high
environmental protection requirements.

Snam is committed to providing Italy with a daily source of energy, natural gas, which, owing to its chemical and physical
properties and its ability to be used in highly efficient technologies in various sectors (civil, industrial and thermoelectric),
is able to provide a significant contribution to reducing atmospheric emissions of greenhouse gases (GHG), particles and
sulphur oxides. In fact, using the same amount of energy, the carbon dioxide (CO,) generated by natural gas consumption
is 25-30% less than that produced by oil products and 40-50% less than coal.

The more significant environmental aspects of Snam'’s operations are the temporary use of the soil during the
construction of new transportation infrastructure and the atmospheric emissions from the use of gas turbines installed in
the gas compression stations (transportation and storage).

When laying pipelines, the route is selected from a variety of alternatives according to environmental impact,
transportation safety and technical and economic feasibility considerations. In particular, it seeks to avoid or to minimise
the passage through areas of significant natural or cultural interest, archaeological areas, geologically unstable areas and
inhabited areas where the construction of new dwellings is anticipated. When laying the pipelines, technologies are used
that interfere with the surrounding environment as little as possible. Having completed the works, a careful environmental
restoration operation is carried out to return the land to its original condition.

During the year, environmental restoration activities mainly concerned the regions of Friuli Venezia Giulia and Sicily.
Restoration works were carried out along pipeline sections totalling around 78 km, along with 16 km of reforestation, and
environmental monitoring activities were performed over a distance of more than 1,050 km.

During operation, the plants and pipelines periodically undergo inspections and maintenance to ensure very high safety
standards. Particular attention is paid to the section of lines that are inspected regularly by vehicles, using helicopters and
personnel on foot in order to detect potentially hazardous situations caused, for example, by the works of third parties

in the area of the pipelines. Similarly, any land slippage at specific points of the route is also kept under surveillance. The
integrity of the pipelines is also inspected by passing devices along them known as “smart pigs”, which can detect any
faults.

In 2014, around 1,950 km of network were inspected with “smart pigs” and around 15,700 km using helicopters.

The use of natural gas, which meets almost all of Snam’s energy requirements, allows us to minimise sulphur oxides and
particle emissions.

To limit the emissions of nitrogen oxides generated by the gas turbines used in the compression stations, specific
programmes have been defined over the years to modify the existing turbines and install new units with low emission
combustion (DLE) systems in both gas compression stations and storage facilities.

In particular, DLE turbocompressors were put into service at the plants in Messina (TC2), Enna (TC6), Cortemaggiore
(TC3) and Minerbio (TC4). The four gas pre-heating boilers installed in the Mazara del Vallo entry point terminal were also

replaced with more efficient heat generators during the year.
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The greenhouse gases (GHG) emitted into the atmosphere by Snam'’s operations are CO, and methane (CH,), the primary
component of natural gas. CO, is a by-product of the combustion process and is directly associated with the consumption
of fuels, while the emissions of natural gas, and therefore of CH,, derive partly from the normal operation of the plants
and partly from the atmospheric emissions due to the connection of new pipelines and maintenance or to accidental
events in the transportation and distribution networks.

Snam seeks to minimise its GHG emissions in its operations by implementing specific containment programmes such as:
the reduction of natural gas emissions (through the recompression of gas in pipelines, the replacement of
pneumatic equipment and the replacement of cast-iron pipes in distribution networks);
the reduction of power consumption (using specific energy management measures);
the use of electricity produced from renewable energy sources (through specific purchase contracts and the
installation of photovoltaic panels in building construction).

At the end of 2014, the following Snam facilities are subject to the Emissions Trading Directive (2003/87/EC) that gave
rise to the greenhouse gas “emissions market”: 11 Snam Rete Gas compression stations, 7 Stogit gas compression stations
and 1 GNL ltalia LNG regasification plant.

At the start of the third regulatory period (2013-2020), the greenhouse gas emission authorisation system, previously
governed by Legislative Decree No. 216/2006, was updated and modified by Legislative Decree No. 30 of 13 March 2013,
effective from 5 April 2013.

In order to achieve the emission targets set out in the Kyoto Protocol, the Snam Group's free CO, allowances are now
gradually decreasing, rather than constant as they were in the second regulatory period. Moreover, allowance allocations
for the third regulatory period also depend on the actual productivity of the plant in the previous year.

In 2014, the Snam Group's total CO, emissions, certified by an accredited body according to the provisions of the
competent national authority, amounted to 0.4 million tonnes, out of total annual allowances of 0.33 million issued

by the Ministry for the Environment, Land and Sea (negative balance of 0.067 million allowances). This deficit is amply
offset by the allowances already present in the registers for the individual plants, accumulated thanks to the surplus from
previous years.
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TECHNOLOGICAL INNOVATION AND RESEARCH

Through its subsidiaries, Snam is involved in some particularly interesting and innovative activities aimed at ensuring the
increasing reliability in the management of its activities.

Snam is a member of GERG (European Gas Research Group, www.gerg.info), through which it can share research and
innovation projects and establish synergies with other European transporters and distributors of natural gas. In particular,
it is involved in projects for: (i) the evaluation of two methods used at international level for estimating natural gas
emissions (the current programme, which also examined real measurements of gas leaks, has been completed, and a new
project is being prepared); (ii) the tracing of elemental sulphur in natural gas; (iii) the simulated injection of high hydrogen
content into pipelines; and (iv) the software-based calculation of the dew point of natural gas in the presence of certain
additional elements.

Snam is also a member of the EPRG (European Pipeline Research Group, www.eprg.net), an association that researches
pipeline-related topics and counts Europe's biggest gas transportation and pipeline manufacturing companies among its
members. Within this framework, projects (divided into three broad areas: Design, Materials and Corrosion) are in place to
continually improve expertise in managing the integrity of methane pipelines throughout their life cycle. Currently, the
projects of key interest for Snam concern: (i) the experimental evaluation of the resistance of curves created using cold
bending; (ii) the study of a new model for evaluating the integrity of pipelines subjected to mechanical damage; (iii) the
monitoring of the effects on pipes buried in land that is unstable in various ways; (iv) the formulation of criteria for the
evaluation of corrosion on circumferential welds; (v) the definition of test procedures for simulating the ageing of external
coatings and evaluating their resistance to loss of adhesion.

An energy efficiency study is under way on the application of high-efficiency cogeneration systems (CAR) in compression
stations, with a view to reducing electricity costs and increasing the overall energy efficiency of the gas compression
process. The project, developed in collaboration with the Polytechnic University of Milan, provides for the replacement of
the current traditional boilers, with the introduction of gas-powered internal combustion engines coupled to alternators
for producing the electricity necessary for the plant's consumption needs. The heat dissipated by the engines is recovered,
both in order to provide the necessary calories and for the absorption-cycle refrigerating equipment of air-conditioning
systems.

In 2014, we also defined the future model and the development plan for the “Sistema Manutenzione Asset Rete Trasporto
Gas” (SMART GAS) project, which provides in particular for a complete overhaul of work processes and rules relating

to the transportation network, the compression stations and the remote control and metering facilities, identifying the
necessary changes to the professional model of ICT and technological instruments and resources used during maintenance
activities.

With regard to gas metering, 2014 saw the launch, on the basis of an experimental protocol defined by the Polytechnic
University of Milan, of a programme of tests on gas quality measurement instruments using alternative technologies to
gas chromatography. The aim of this trial is to verify the performance of instruments for measuring the higher heating
value, relative density and carbon dioxide content of natural gas, with a view to their use in the gas transportation
network.

In gas distribution, we continued work on the technological innovation project relating to large-calibre ultrasound meters
installed at the regulating and metering stations (REMIs). The readings from these meters were monitored and compared
against those of traditional meters. We also continued to research innovative (ultrasonic and mass flow) and compact
(with integrated remote reading and conversion system) meters.

With reference to the remote meter-reading activities carried out in the previous year for calibres above G6, integrated
electronic meters were also installed during 2014 for smaller calibres (G4, G10, G16 and G25), having recently become
available on the market. For G4 calibres only, integrated electronic remote meter-reading functions will be activated from
2015 with the availability of the mass-market "Remote Metering Information System” currently in the production phase.
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STAKEHOLDER RELATIONS

Stakeholder engagement

Snam’s engagement system is present at all levels of the business. The Company regularly collaborates with investors,
government authorities, institutions and companies with the aim of offering a service which is consistent with local
and national needs and growth plans and makes available its expertise to foster the development of activities to ensure
ongoing improvements in the reliability of plants and the quality of services offered, while placing a priority on the
health and safety of its employees and contractors.

Due to the development of the company's activities and business scope, a project was launched at the end of the year
to update the stakeholder mapping and hold direct consultations with the stakeholders. The project will be completed
in 2015.

Investor Relations

Since listing on the stock market in December 2001, Snam has been known for the transparency of its relations

with investors and the financial community, and provides detailed reports of its objectives and results to enable
shareholders and the financial market to assess all the ways in which the Company creates value.

Based on assessments expressed by the financial community, Snam is a company with a limited industrial and financial
risk profile, operating in a stable and transparent regulatory environment which guarantees visibility over its future
earnings and cash flows.

Best practice benchmarks are adopted every year which enable shareholders and the financial market to thoroughly
assess the Company’s drivers of value creation. In 2014, 20 road shows were conducted to meet shareholders and
institutional investors in the major financial centres of Europe and North America. In total, management held
dedicated one-to-one meetings with more than 100 investors, and there were also 32 group meetings and 5 industry
conferences.

A “Site Visit/Investor Day” was also held in 2014 for a foreign delegation interested in learning directly about the most
significant aspects of the group's operating excellence.

The year also saw extensive communication with Snam bondholders and credit market analysts, with management
taking part in dedicated conferences (two during 2014) and organising numerous one-to-one meetings and conference
calls.

At the same time, we continued to communicate with the rating agencies Standard & Poor's and Moody's, retaining an
“investment grade” credit rating from Moody's (Baa1) and receiving an upgrade from Standard & Poor’s in December
2014 (to BBB), which reflects the Company'’s financial soundness and structure.

Information of interest to shareholders and investors, such as quarterly and half-year reports, is available in Italian and
English from the Investor Relations section of the Company website, at www.snam.it.

This section also features some periodical publications, such as the “Financial Markets Review”, which offers a monthly
analysis of the financial markets and the stock market performance of Snam, its competitors and the utilities sector in
general, and “News&Facts”, a quarterly publication for individual investors.

Since 2010, the Investor Relations section of the website has featured the “Shareholders’ Guide”, including an
interactive version, which is updated weekly and aims to provide a summary of useful information which will enable all
shareholders to play a more active role in their Snam investment.

2013 saw the launch of “Sustainability. Creating a shared value”, an annual publication summarising the sustainability
policies that dictate Snam’s relations with its stakeholders. Since December 2014, the new Corporate Social
Responsibility newsletter “CSR Review” is also available.
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Communities and local areas

In keeping with the principles of sustainable development and its strategic growth plans, Snam arranges social and cultural
events. The Company is involved in ongoing positive discussions with the local communities where it operates. It cooperates
with local and national authorities, participates in the work of several associations and committees and provides its
commitment and expertise to encourage improvements in the area of corporate social responsibility.

In 2014, institutional meetings continued with representatives of local government agencies and local governments with the
aim of greater sharing and the participation of local stakeholders in the Company’s strategic decisions. During the course of
the year, 127 meetings were held with local government authorities and regional associations to present projects involving
the construction of works in the transportation segment. From this point of view, a network of ad hoc relationships has
been developed with regional branches of Confindustria and other local associations to discuss issues of energy, economic
and environmental policy affecting the territory. Since 2012, the Snam Group has consistently increased the presence of its
personnel on the management bodies of Confindustria associations, as well as those with participatory and environmental
aims that relate to its business.

Every year since 2002, Snam has supported the environmental “Clean Up The World” volunteer initiative, organised by
Legambiente, and Clean Up The World's Italian campaign, a great global event for volunteer environmental action in which
volunteers spend three days cleaning our country’s beaches, squares, gardens, parks and rivers. By means of an internal
awareness campaign, Snam encourages its people to participate in the event.

Customers and the Electricity, Gas and Water Authority

Snam has always placed special emphasis on its relationship with customers, with a view to satisfying the diverse
needs resulting from the evolving gas market. This is done by monitoring the needs of customers and identifying, and
then introducing, tools and procedures which facilitate access to our services.

Operating and commercial activities are carried out using increasingly advanced computer systems with applications
that can also be migrated to web systems and enable a high degree of automation in managing various contracts.
These systems are implemented from time to time with feedback and involvement from customers, and comply with
the Resolutions issued by the Electricity, Gas and Water Authority (AEEGSI), which regulates our services.

2014 saw the creation of a new web portal, named ServiRe, to support the disconnection and opening of redelivery
points on the transportation network, preparatory activities for the organisation and activation of the alternative
supply service via cylinder truck in the event of interruption of the transportation service, and 24-hour management
of the needs of transportation service users, distribution companies and owners of plants connected to the pipeline
network. The portal simplifies the related activities for customers by using a single, clear channel of communication
and monitoring request statuses in real time to improve communication with customers. In this way, we also comply
with the Resolutions issued by the Electricity and Gas and Water Authority, which regulates our services.

During the year, the collaboration continued between Snam and the Prisma platform, the international project
involving 31 European gas transportation operators in 12 countries, which makes it possible to offer transportation
capacity through a single shared electronic platform, with the aim of encouraging the harmonisation of service
provision and access rules, facilitating the creation of a single natural gas market in Europe.

With regard to storage activities, 2014 saw the implementation of the SAMPEI| system, the key system for the
management of contracts and utilisation of the storage system by users, and in the Capacity Portal there was a
refinement of the auction processes for Peak and Uniform Modulation Storage services.

Relations with the AEEGSI are of key importance for companies operating in the energy business. Over the years,
Snam has established a constructive relationship and worked effectively with the Electricity and Gas Authority by
continually maintaining an advisory role and providing substantial information to support changes in the regulatory
environment in the natural gas sector. In particular, during the consulting phase, it has always made a significant
contribution to the preparation of resolutions and provides support in response to all of the Authority’s requests for

information, including in the form of round table discussions and specific technical meetings.
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Commitment to sustainable development

Suppliers

In 2014, Snam dealt with 970 suppliers, of which 628 were small and medium-sized enterprises (SMEs), entering into 1,573
supply contracts, of which 60% were with SMEs, with a total value of €1.17 billion (92% in Italy), covering goods, works and
services.

Snam has adopted a procurement procedure based on transparency, impartiality and responsibility in compliance with the
principle of free competition, and continues to achieve operating and performance targets over the short and long term.
Results are achieved based on the strategic planning of procurement activities and the preparation of a long-term
procurement plan. The plan is used to identify procurement targets, to maximise operating efficiency and to guarantee a high
level of service, adhering at all times to the sustainability principles which Snam has adopted.

Our activities have always emphasised the respect and protection of human and labour rights, environmental protection and
the search for a sustainable development model. It is our wish to share these values with all counterparties.

In this respect, we ask suppliers to adopt Model 231 and to observe the principles of Snam’s Code of Ethics, to comply

with legislation on occupational health and safety and with environmental laws, and to adhere to international standards
regarding labour law.

Snam supports the Global Compact, an international initiative launched in 2000 by the United Nations to support ten
universal principles concerning human rights, employment, the environment and anti-corruption. Snam Group companies
share the ten principles of the Global Compact with all their suppliers through their contractual documentation, with the
intention of disseminating the values contained therein.

Snam is guiding its suppliers through a process of improvement and optimisation of the procedures that govern
subcontracting, entailing greater subcontractor accountability while at the same time ensuring the growth of the supplier
and improving the quality of work carried out for the Company.

As part of the dissemination of Snam's culture of sustainability, the first group workshop devoted to sustainability issues

was held in July 2014. The central theme of the event, the third of its kind, was “Responsible relations between business

and supply chain”, and more specifically the sharing of information between the business and its suppliers - a key factor for
strengthening the culture of sustainability - and improving, wherever possible, the good practices followed by Snam and its
suppliers.

During the course of the year, various sections of the suppliers’ portal - a tool intended to become a point of reference and a
preferred channel of contact between suppliers and the Company - were supplemented in order to improve and optimise the
day-to-day operations of everyone involved in the management of the entire supply chain.

The sharing of information also contributes to the proper objective evaluation and management of suppliers. For this reason,
during the course of the workshop, there was also an in-depth examination of continuous supplier performance monitoring
and vendor rating, i.e. the systematic evaluation of suppliers through the calculation of a rating index assigned on the basis
of the supplier's ability to: (i) comply with contractual requirements, both in technical terms and with regard to health, safety
and environment (Quality); (i) comply with delivery deadlines (Punctuality); and (i) maintain optimal relations with the
contracting entity for the entire duration of the contract (Conduct). During 2014 there was a continuation, in the supplier
performance evaluation system, of the reward mechanism, in terms of scoring, for suppliers recording no accidents during the
conduct of gas infrastructure construction and maintenance activities. Suppliers' accident rates also continued to be collected
in relation to their entire working cycle, and not only with reference to their relationship with Snam. The aim of the initiative
is to foster increased transparency and supplier awareness, and where necessary to implement specific awareness-raising
initiatives.
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