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(€ million) 2013 2014
Total revenue (*) 2,075 2,087
- of which from regulated activities 2,066 2,065
Operating costs (*) 375 402
EBIT 1,217 1,196
Technical investments 672 700
- of which with a greater return (**) 516 370
- of which with a basic rate of return 156 330
Net invested capital at 31 December 11,370 11,877
Natural gas injected in the national gas

transportation network (billions of cubic metres) 69.00 62.25
(***)

Transportation network (kilometres in use) 32,306 32,339
- of which national network 9,475 9,559
- of which regional network 22,831 22,780
Installed capacity in the compression stations (MW) 866.9 893.9
Employees in service at 31 December (number) 1,952 1,874

Change % change
58 28

29 1.4

83 20.6
(31) (2.6)
(7) (1.0)
(42) (11.4)
35 10.6
134 1.1
5.00 8.0
195 0.6
71 0.7
124 0.5
(17.4) (1.9)
44 2.3

(*)  Before consolidation adjustments.

(**) Investments in 2014 and 2015 include a flat-rate increase in WACC to offset the regulatory lag (+1% compared with the base WACC of 6.3%).
(***) Figures for 2015 were updated to 14 January 2016.The update of 2014 figures has been finalised, and figures are consistent with those published by the Ministry

of Economic Development.

Results
Total revenue amounted to €2,145 million, up by €58 million, or 2.8%, compared with 2014 (€2,087

million). Net of components offset in costs™, total revenue amounted to €1,963 million, up by €46

million, or 2.4%, compared with the previous year.

Revenue from regulated activities amounted to €2,094 million, largely related to fees for the natural

gas transportation service (€2,044 million) and €49 million related to income from natural gas sales

made in order to balance the gas system. Revenue from regulated activities, net of components that are

offset in costs, amounted to €1,912 million, up by €17 million, or 0.9%, compared with 2014.

The increase was due to the contribution of investments made in 2013 (+€76 million), which was

partially absorbed by the tariff adjustment (-€63 million).

Revenue from non-regulated activities (€51 million) was up by €29 million compared with 2014.

The increase was mainly due to income from the sale of natural gas (+€22 million).

10 Applying gas segment tariff regulations generates revenue components that are offset in costs: modulation, interconnection and balancing. Specifically, balancing revenue
that is offset in the operating costs related to withdrawals of gas from storage totalled €49 million (€45 million in 2014) and referred to sales of natural gas for the purpose

of balancing the gas system.
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EBIT amounted to €1,165 million, down by €31 million, or 2.6%, compared with the previous year.

Higher revenue (+€46 million, net of components offset in costs) was more than offset by the increase

in operating costs (-€71 million, net of components that are offset in revenues), mainly attributable

to the impact of the change in inventories of natural gas resulting from higher withdrawals and sales

(-€42 million overall) and the increase in amortisation, depreciation and impairment losses (-€6 million)

primarily due to new infrastructure entering into service.

Technical investments

Third regulatory 2013 Fourth 2014 2015
period regulatory period
Type of Higher €/million Type of Higher €/ €/
investment compensation investment compensation million  million
in third in fourth
regulatory regulatory
period period
(%) (* (%) (=)
Development of Development of
new import and 3.0% 277 new import and 2.0% 303 249
export capacity export capacity
Development Development
of the national 2.0% 3 of the national 1.0%
network network
Development Development
of the regional 2.0% 87 of the regional 1.0% 67 79
network network
i R
Security . 1.0% 149 eplacement 330 365
and quality and other
R
eplacement 156
and other
672 700 693

(*) Compared with a real pre-tax WACC of 6.3%.
(**) Compared with a real pre-tax WACC of 6.3% plus 1% to offset the regulatory lag.

In 2015 technical investments totalled €693 million, which was essentially in line with 2014 (€700

million; -€7 million or 1.0%) and fully in line with investments projected for 2015 in the Business Plan
for the four-year period 2015-2018.
Investments were classified in accordance with Resolution 514/2013/R/gas of the Authority, which

identified various categories of projects with different rates of return.

The main investments for the development of new transportation capacity on the national network

to bolster import and export capacity, for which a higher return of 2.0% (€249 million) is projected,

concern the following:

m in terms of building infrastructure in the area of the Po Valley plain to increase transportation capacity

in the north-west of the country and for the reversal of physical transportation flows to enable physical

exports from interconnection points with northern Europe (€176 million): (i) the continuation of
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construction works for the Zimella-Cervignano pipeling; (i) the continuation of construction works
for the Minerbio-Poggio Renatico pipeline; (iii) the delivery of materials and the continuation of
construction works for upgrading the Poggio Renatico plant; (iv) the delivery of materials and the
continuation of construction works relating to the new hub at Minerbio; (v) the delivery of materials for
the Cervignano-Mortara pipeline; (vi) the continuation of construction works relating to the new hub
at Sergnano; and (vii) the allocation of the order for turbo compressors relating to the new plants at
Sergnano and Minerbio;

m  as part of the projects to upgrade the transportation network from the entry points in southern Italy
(€63 million): (i) the continuation of construction works for the Biccari-Campochiaro pipeline, in
Campania-Puglia-Molise; and (ii) the delivery of materials and the continuation of renovation works on

the Enna plant in Sicily.

The main investments for the development of new transportation capacity on the regional network
with a greater return of 1.0% (€79 million) relate to a numerous works to upgrade the network and to

connect to new regional and national redelivery points, including:

m the continuation of construction works relating to the upgrading of the Gavi-Pietralavezzara pipeline in
Piedmont-Liguria (€25 million);
m the continuation of the construction of pipelines and connections related to the initiative for the

methane conversion of the Calabria region (€9 million).

Investments in replacements and other investments with a basic rate of return (€365 million)
mainly concern works to maintain plant security and quality levels (€253 million); the purchase of other
assets to support operational activities (€45 million), including real estate investments (€36 million)
that incorporate the Green Data Centre (the complex where Snam'’s entire IT infrastructure is located);
projects for the development of new IT systems and for the implementation of existing systems (€42
million) and works with recourse to third parties (€18 million).

INVESTMENT PROPORTIONS BY TYPE OF RETURN (%)

53 36
47 43 | 10 |

W Substitution and other: basic rate of return of 7.3% including 1% for regulatory lag
m Development of new import capacity: basic rate of return of 7.3% +2%

1 Regional network development: basic rate of return of 7.3% +1%
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Progress of work to obtain permits

EIA DECREES OBTAINED DURING THE YEAR

Name Length Regions Authority Date of decree
(km) affected
Upgrade of Raldon-Legnago pipeline: Isola della Scala-Cerea Province
DN 250 (10") - DP 75 bar; Spina di Cerea DN 250 (10") 29.50 Veneto 05/03/2015
: . of Verona
- DP 12 bar; related connections and disposals.
Ministry of the
Recanati-Foligno pipeline: DN 1050 (42") - DP 75 bar 113.03 Umbria; Marche Environment and 06/03/2015
Protection of Land and Sea
. . Ministry of the
Agrigento-Piazza Armerina pipeline: L .
75.10 Sicil E t and 16/03/2015
DN 1200 (48") - DP 75 bar icily  Environment an /03/
Protection of Land and Sea
. . L Tuscany; Ministry of the
Pontremoli-Cortemaggiore pipeline: . .
130.73 Emilia - E t and 07/08/2015
DN 900 (36") - DP 75 bar and related works. mitie | nvironment an 08/
Romagna Protection of Land and Sea
Pipeline: Diversion to Manfredonia variant: . . .
2.30 Pugl P fF 03/12/2015
DN 500 (20") - DP 64 bar uglia rovince of Foggia /12/
ORDERS RECEIVED DURING THE YEAR TO CHECK EIA REQUIREMENTS
Name Length Regions Authority Date of decree
(km) affected
Pezzan-Lancenigo pipeline connection: DN 200 (8") - DP
24 bar; upgrade of Spina di Treviso Nord: DN 250 (10") 5.75 Veneto Province of Treviso 23/03/2015
- DP 12 bar and related works.
Pipeline connection Ital Gas Storage at Cornegliano Ministry of the
Laudense: DN 1050 (42") - DP 75 Bar 9.80 Lombardy Environment and 03/06/2015
Protection of Land and Sea
Pipeline: Spina di Corato variant: DN 150 (6") - DP 75 bar 5.10 Puglia Province of Bari 08/07/2015
Spi Poli M ipeline: DN 150 (6"
pina per Folighano a iare pipetine (6 2.29 Puglia Province of Bari  12/11/2015

- DP 24 bar and related works.

EIA APPLICATIONS SUBMITTED TO MINISTRY OF THE ENVIRONMENT AND MINISTRY OF CULTURAL HERITAGE AND ACTIVITIES

Name

Length (km)

Regions affected

Date of decree

Pipeline - TAP interconnection: DN 1400 (56") - DP 75 bar

55.09

Puglia

10/11/2015

EIA APPLICATIONS SUBMITTED TO REGIONS OR PROVINCES

Name

Length (km)

Regions affected

Date of decree

Pipeline: Diversion to Manfredonia variant: DN 500 (20")
- DP 64 bar

2.30

Puglia/Province
of Foggia

31/03/2015
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APPLICATIONS SUBMITTED TO REGIONS OR PROVINCES TO CHECK EIA REQUIREMENTS

Name Length (km) Authority Date of decree
Capacity (MW)

Cortemaggiore-Genoa pipeline: DN 400 (16") - DP 12 bar 11.90 Emilia-Romagna/ 26/03/2015

and related works: variant in municipalities of Rottofreno, Province of Piacenza

Calendasco and Piacenza.

Osio Sopra pressure reduction station 1.8 MW  Lombardy/Province 10/04/2015
of Bergamo

Pipeline double connection of Agip Falconara wells at Ravenna-

o

variants for installation of traps and filters and related works.

Pipeline downgrading Chieti-Rieti: DN 400 (16") - DP 24 bar 14.66 Abruzzo; Lazio 20/07/2015

Operating review

Injections and withdrawals of gas in the transportation network

In 2015 a total of 67.25 billion cubic metres of gas was injected into the network, an increase of 5.00
billion cubic metres (+8.0%) compared with 2014.

Injections into the network from domestic production fields or their collection and treatment centres
totalled 6.43 billion cubic metres, down by 0.46 billion cubic metres (-6.7%) compared with 2014.

The volume of gas injected by entry point totalled 60.82 billion cubic metres, an increase of 5.46 billion
cubic metres (9.9%) on 2014.The increase was primarily attributable to higher volumes injected from
the Tarvisio entry point (+3.76 billion cubic metres; +14.4%); from LNG regasification plants (+1.40
billion cubic metres; +31.2%), and especially from the Cavarzere entry point; from the Gela entry point
(+0.60 billion cubic metres; +9.2%) and from the Mazara del Vallo entry point (+0.47 billion cubic
metres; +6.9%). This increase was partially offset by the reduction in volume injected from Gries Pass
(-0.80 billion cubic metres; -7.0%).

GAS INJECTED INTO THE NETWORK

(billion m?) 2013 2014 (*) Change % change
Domestic output 7.46 6.89 (0.46) (6.7)
Entry points (**) 61.54 55.36 5.46 9.9
Tarvisio 30.26 26.16 3.76 14.4
Gries Pass 7.49 11.43 (0.80) (7.0)
Mazara del Vallo 12.46 6.77 0.47 6.9
Gela 5.70 6.51 0.60 9.2
Cavarzere (GNL) 5.35 4.47 133 29.8
Panigaglia (GNL) 0.06 0.02 003
Livorno (GNL) 0.21 0.04
Gorizia 0.01 0.03

69.00 62.25 5.00 8.0

(*) Figures for 2015 were updated to 14 January 2016. The update of 2014 figures has been finalised, and figures are consistent with those

published by the Ministry of Economic Development.

(**) Entry points connected with other countries or with LNG regasification plants.

Snam Annual Report 2015
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NATURAL GAS INJECTED INTO THE NETWORK BY IMPORT POINT (% OF TOTAL GAS INJECTED)

2015 49 12 17 12 10
2014 47 12 21 12 8
2013 49 20 12 9 9
B Tarvisio B Mazara del Vallo 1 Gries Pass u Gela Cavarzere (GNL) m Other

The natural gas withdrawn from the National Transportation Network in 2015 (66.94 billion cubic
metres) was mainly for: (i) redelivery to users at network exit points (66.46 billion cubic metres; +9.0%);
(ii) exports and transit (0.27 billion cubic metres); and (iii) consumption by the compression stations and
gas emissions from the network and from Snam Rete Gas plants (0.18 billion cubic metres).

WITHDRAWALS OF NATURAL GAS

(billion m?) 2013 2014 Change % change
Redelivery to the domestic market 69.05 60.97 5.49 9.0
Exports and transit (*) 0.28 0.28 (0.01) (3.6)
Consumption and emissions attributable to Snam Rete Gas 0.25 0.18

Gas not accounted for and other changes (**) (0.10) (0.04) 0.07

Total withdrawals of natural gas 69.48 61.39 5.55 2.0

(*) Includes exports to the Republic of San Marino.
(**) Includes the change in network capacity. In the energy report compiled by Snam Rete Gas, the natural difference between the quantity of gas
metered at the entrance to the network and the quantity of gas metered at the exit, due to the technical tolerance of the metering devices,

is traditionally defined as unaccounted-for gas (UFG).
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The transportation capacity of the network again covered all user demand in 2015. Average

transportation capacity provided in 2015 was 371.6 million cubic metres on average per day. In addition

to the aforementioned capacities, which concern the entry points interconnected with foreign countries

and the LNG terminals, a transportation capacity totalling 29.6 million cubic metres on average per day

is available at the domestic production entry points.

TRANSPORTATION CAPACITY
(millions of Calendar year 2013 Calendar year 2014 Calendar year 2015
m3/day)
Entry Transportation =~ Capacity Saturation Transportation Capacity Saturation Transportation  Capacity Saturation
points capacity transferred (%) capacity transferred (%) capacity transferred (%)
Tarvisio 1136 105.8 93.2 112.8 99.1 87.9 111.8 97.9 87.6
Mazara 1029 86.7 843 102.5 86.6 845 101.1 85.9 85.0
del Vallo
Gries Pass 64.4 57.4 89.1 64.4 53.7 83.4 64.4 36.6 56.8
Cela 355 29.9 84.2 35.1 30.9 88.0 353 29.3 83.0
C

avarzere 26.4 210 79.5 26.4 24.4 92.4 26.4 24.4 92.5
(LNG)
T

vormoe 150 150 1000 150 150 100.0 15.0 150 1000
(LNG)
Panigaglia 130 110 846 130 7.1 546 13.0 46 35.2
(LNG)
Gorizia 4.8 0.1 2.1 4.8 0.1 2.1 4.6 0.1 1.9

375.6 326.9 87.0 374.0 316.9 84.7 371.6 293.8 79.1

TRANSPORTATION CAPACITY AND SATURATION

2015 ASER:]

371.6
2014 316.9

374.0
2013 326.9

375.6

Saturation % (transferred capacity/available capacity)

u Transferred capacity (millions of cubic metres/day)

B Available capacity (average millions of cubic metres/day)

Snam Annual Report 2015
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PROVISION AND DEVELOPMENT OF TRANSPORTATION SERVICES

2013 2014
Active customers (shippers) 108 134
New connection agreements for delivery/redelivery points 35 45

Snam Annual Report 2015

An average of over 370 million cubic metres of transportation capacity was made
available to customers daily at network entry points during the year. Access to the
service was provided to all operators.

In 2015, there was an increase in both the number of customers (from 134 to
139; +3.7%) and the number of connection agreements for the creation of new
delivery/redelivery points or the upgrading of existing points (65 compared with
45 for an increase of about 44%).

Furthermore, for the development of greater market liquidity, based on the new
rules, operators may carry out gas exchanges by acquiring transportation capacity
not only over an annual or multi-year time scale, but also on a daily or intra-daily

basis, thereby increasing transaction frequency.

In order to manage exchanges among operators and relationships with them, over
time Snam has developed IT systems and web portals that now represent a unique
feature of the company that is regularly upgraded.

During the year, the following developments took place:

m  asof 1 November 2015, at network entry/exit points connected with EU
Member States and with Switzerland, gas system users may reserve intra-day
transportation capacity by auction procedures arranged by the PRISMA platform
following the timing in the shared European calendar published by ENTSOG;

m  since February 2015, Snam Rete Gas has gradually provided users with the
Logistica Gas application, a new IT platform to manage commercial processes of
daily scheduling, allocation and provisional and final financial statements. The
new platform also manages the megawatt hour (MWh), the new unit of measure
employed instead of gigajoules (GJ), and it can also manage, as soon as the
Authority arranges its starting date, the intra-day rescheduling process that will
allow users to balance their balancing positions and to fully exploit the potential
transfer of intra-day capacity as soon as the regulatory framework for balancing
is completed;

m  asof 1October 2015, the Virtual exchange point (VEP) application was adapted
to allow market operators to deliver to the Italian VEP gas futures contracts
entered into at a third-party exchange, thereby expanding the supply of
derivative products and making the Italian market more liquid and integrated

with European markets.
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These innovations are a part of the project shared at the European level to harmonise rules of various gas

systems with the aim of promoting a single European market.

The process of determining all transportation capacities has been ISO 9001 certified since 2011. This
certification was confirmed during the year.

In this regard, a project is under way aimed at obtaining ISO 9001 certification for all processes related

to transportation activities managed by Snam Rete Gas.

Network codes list a number of indicators for monitoring the quality of service offered by the companies.
Snam companies continued to maintain excellent performance with respect to these indicators in 2015,
some of which, relating to specific levels of commercial quality, lead to the automatic compensation of

customers if service quality standards are not met.

2013 2014
Contracted transportation capacity/Available transportation capacity 87 85
(foreign entry/interconnection points) (%)
Compliance with deadlines for issuing connection offers (%) 100 100
Compliance with deadlines for performing services subject to specific 100 100
commercial quality standards (%)
Interruptions carried out with sufficient advance notice (%) 93 95

Organisational changes related to operational activities
At 31 December 2015 there were 1,918 employees in service in the transportation segment, an increase
of 44 employees compared with 31 December 2014.

In 2015 in the area of transportation activities, the Group took measures to consolidate the
organisational structure, and especially operating mechanisms to promote the optimisation of various
processes in the area of Operations and Commercial Development. These measures included:

m the continuing 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;

m in the Operations area: (i) enhancement of the unit dedicated to technical activities through the
establishment of a unit dedicated to maintenance investments; (i) enhancement of centralised
coordination activities related to compression stations; (iii) continuation of the activities of the
SmartGas project aimed at amending regulations and standards for pipeline and plant maintenance, the
development of professional positions in local areas and the development and implementation of more
advanced IT solutions for managing operating processes;

m optimisation of the internal unit dedicated to procurement, with the creation of a unit for purchasing
operating services and another unit focused on staff and ICT services.

Snam Annual Report 2015
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Accidents
In 2015, the number of accidents dropped significantly for both employees and contract workers,
although unfortunately one employee was involved in a fatal accident.

ACCIDENTS AT WORK (NO)

2013 2014
Total accidents involving employees 10 7
Total accidents involving contract workers 20 11
ACCIDENT INDICES

2013 2014
Employees
Frequency index (*) 3.19 2.23
Severity index (**) 0.20 0.17
Contract workers
Frequency index (*) 3.53 1.84
Severity index (**) 0.23 0.08

(*) Number of accidents at work resulting in absence of at least one day, per million hours worked.
(**) Number of working days lost (calendar days) due to accidents at work resulting in absence of at least one day per thousand hours worked.
Data do not reflect fatal accidents.
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Energy consumption and emissions
In order to limit natural gas emissions from the transportation network, measures continued to

recover gas through on-line gas recompression interventions in the network upgrading phase and in
compression stations (3.6 million cubic metres of natural gas was recovered, equal to around 63,600
tonnes of CO2eq) and to replace pneumatic equipment in certain plants.

In 2015 a new low-emission turbine (DLE) entered into service at the Enna compression station (TC3).

In 2015, nitrous oxide emissions totalled 225 tonnes (-5.1% compared with 2014). The decrease was
due to the increasingly widespread use of DLE turbines that were used for 88% of operating hours. This
reduction is even more significant given that the gas fuel used to operate the gas turbines, which is

responsible for the largest share of emissions, was up by +4.6%.

2013 2014
Energy consumption (T)) 6,434 4,153
CO,,, emissions - Scope 1 (tonnes) (*) 984,640 810,408
Natural gas emissions (10° m?) 40 372
Natural gas recovered (10° m?) 5.4 3.0
NO, emissions (tonnes) 455 237

(*) In 2015 emissions of CO,,, were calculated with a methane GWP of 28, as indicated in the scientific study of the Intergovernmental Panel on
Climate Change (IPCC) “Fifth Assessment Report IPCC".

2013 2014
Energy consumption/compressed energy (%) 0.25 0.23
CO, emissions/compressed gas (kg/10°m?) 5,834 5,941
Natural gas emissions/km of network (m?/km) 1,238 1,151
NO, emissions/compressed gas (kg/10°m?) 7.5 6.3

Snam Annual Report 2015
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Regulations concerning the business segment
Relations with the regulatory authority

2013 2014
Responses to reference documents 9 5
Responses to consultations/observations through associations (*) 13 9
Tariff proposals 4 3
Data collections 90 100
Preliminary investigations (**) 3 5
Proposal to amend/update contractual documents and codes (***) 15 28
Proposal to amend/update contractual documents and codes (approved) 11 13

(*) Responses to consultations (the Authority, Ministry of Economic Development and Energy Market Operator) through trade associations.

On one occasion, the Company took part in a technical round table between associations and the Authority, which was launched during the year.
(**) Includes fact-finding investigations in the transportation area.
(***) Also includes proposals still being evaluated by the Authority, including contractual documents and agreements with operators

in the context of regulated services.

Tariff regulations for 2015

By means of Resolution 584/2014/R/gas published on 28 November 2014, the Authority approved
revenue recognised for the transportation, dispatching and metering services for 2015. Revenue
recognised for natural gas transportation, dispatching and metering services for 2015 totalled €1,985
million compared with a RAB of €14.9 billion at 31 December 2013 for transportation, dispatching and
metering activities.

Tariff regulations for 2016

By means of Resolution 587/2015/R/gas published on 4 December 2015, the Authority approved
revenue recognised for natural gas transportation, dispatching and metering services for 2016. Revenue
recognised for natural gas transportation, dispatching and metering services for 2016 total €1,850
million. The RAB as at 31 December 2014 for transportation, dispatching and metering activities
amounted to €15 billion.

Other provisions

Council of State — Ruling 3735/2015 concerning natural gas transportation and dispatching tariffs
for the 2014-2017 period

By means of ruling 3735/2015, filed on 28 July 2015, the Council of State (hereinafter the “CoS") upheld
the judgement of the Lombardy Regional Administrative Court regarding the partial quashing of the
Authority’s Resolution 514/2013/R/gas, concerning the determination of “Regulation criteria for natural
gas transportation and dispatching tariffs for the 2014-2017 period” and of the subsequent Resolutions
603/2013/R/gas and 641/2013/R/com, due to the lack of any provision in the relevant rules for a
decreasing-scale mechanism for the benefit of end users with high levels of gas consumption.

By means of Resolution 429/2015/R/gas published on 3 September 2015, the Authority launched a
procedure, which should have been completed by 31 December 2015, to comply with the aforementioned
ruling. This procedure is still pending, and thus the Group is still waiting for the final ruling.

Snam Annual Report 2015




Council of State — Ruling 2888/2015 concerning natural gas transportation and dispatching tariffs
for the 2010-2013 period

By means of ruling 2888/2015, filed on 12 June 2015, the CoS rejected the appeal filed by the Authority
for review of the judgement of the Lombardy-Milan Regional Administrative Court, which had annulled
the provisions contained in Resolutions ARG/gas/184/09, 192/09, 198/09 and 218/10 regarding natural
gas transportation and dispatching tariffs for the 2010-2013 period.

With regard to the determination of tariffs, the CoS acknowledged that the Authority had apparently
not provided “sufficient logistical/regulatory support” with respect to the breakdown of the capacity and
commaodity components in the amount of 90% and 10%.

The CoS also declared that the mechanism was unlawful for determining the contribution for gas
intended for Snam'’s compression stations according to the criterion based on in-house consumption
(entailing a direct withdrawal in kind of fuel metered on the basis of the utilisation of transportation
companies for the purposes of the operation of compression stations).

By means of Resolution 428/2015/C/gas, the Authority decided to file an appeal for the aforementioned

ruling to be overturned on the grounds of factual error. The appeal was notified to Snam Rete Gas on
7 October 2015. At the same time, by means of Resolution 430/2015/R/gas, the Authority launched
a procedure for compliance with CoS ruling 2888/2015, which should have been completed by 31
December 2015. As a part of this procedure, by means of the subsequent Resolution 607/2015/R/gas,

consultations were announced to determine the final action, which is still pending.

Balancing activities — Resolution 608/2015/R/gas

By means of Resolution 608/2015/R/gas published on 17 December 2015, the Authority closed the
procedure launched by means of Resolution 145/2013/R/gas regarding the portion of charges to be paid
to the balancing supervisor (Snam Rete Gas) with respect to uncollected receivables relating to income
statement items from balancing operations that arose from 1 December 2011 to 23 October 2012.

By means of this resolution, the Authority ruled that it would not recognise the portion of uncollected
receivables in relation to the specific situations covered by the preliminary investigation in an amount
totalling around €130 million including VAT, but, in any case, respecting the right of Snam Rete Gas to
retain any receivables already recovered related to income statement items from balancing operations
as a result of legal action taken against shippers in default to the extent corresponding to amounts not
paid. In addition, the Authority acknowledged the right of Snam Rete Gas to the remainder of uncollected
receivables for the period from 1 December 2011 to 23 October 2012. Since the company believes that
the prerequisites were met for recognising the portion of charges that resulted from the uncollected
receivables and that were the subject of the procedure in question, it contested the resolution before the

competent judicial authority™.

11 For additional information, see Note 24 “Guarantees, commitments and risks — Disputes and other measures — Recovering receivables from certain
users of the transportation and balancing system” in the Notes to consolidated financial statements.
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LIQUEFIED NATURAL GAS (LNG) REGASIFICATION

KEY PERFORMANCE INDICATORS

(€ million) 2013 2014 Change % change
Total revenue (*) 31 28 (3) (10.7)
- of which from regulated activities 31 25 (6) (24.0)
Operating costs (**) 21 23 (4) (17.4)
EBIT 5 1

Net invested capital at 31 December 75 84 5 6.0
Technical investments (***) 5 7

Volumes of LNG regasified (billions of cubic metres) 0.05 0.01 0.02

Tanker loads (number) 1 1

Employees in service at 31 December (number) 79 77 (4) (5.2)

(*) Revenue from regulated activities includes the chargeback to customers of costs related to the natural gas transportation service provided by Snam

Rete Gas S.p.A. For the purposes of the consolidated financial statements, this revenue is eliminated, together with transportation costs, within GNL

Italia S.p.A. in order to represent the substance of the operation.

(**) Before consolidation adjustments.
(***) Investments in 2014 and 2015 include a flat-rate increase in WACC to offset the regulatory lag (+1% compared with the base WACC of 7.3%).

12

13
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Results

Total revenue amounted to €25 million, down by €3 million, or 10.7%, compared with 2014. Total
revenue, net of components that are offset in costs'?, amounted to €24 million, up by €2 million, or
9.1%, compared with the previous year, largely due to higher income from gas sales.

Revenue from regulated activities, which totalled €19 million, included the fees for the regasification
service (€18 million; -€1 million) and the recharging to users of charges relating to the natural gas
transportation service provided by Snam Rete Gas S.p.A. (€1 million; -€5 million)'.

EBIT was up by €1 million over the previous year. The increase was mainly due to higher revenue
(+€2 million).

Technical investments

Technical investments in 2015 totalled €7 million (the same as in 2014) and involved maintenance
projects aimed at guaranteeing plant system safety.

These include: (i) the completion of the installation of eight cryogenic pumps, begun in 2013; (ii)

the renovation of vaporisers; and (i) work on IT infrastructure.

Operating review
During 2015, the Panigaglia (SP) LNG terminal regasified 0.03 billion cubic metres of natural gas,
an increase of 0.02 billion cubic metres compared with 2014.The LNG regasification was carried out as

part of the peak shaving service.

Revenue that is offset in costs refers to revenue generated by the transportation service provided by Snam Rete Gas, which GNL recharges to

its customers (€1 million, compared with €6 million in 2014).

For the purposes of the consolidated financial statements, this revenue is eliminated, together with transportation costs, within GNL Italia S.p.A.
in order to represent the substance of the operation.
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2013 2014
Active customers (shippers) 3 3
Compliance with the maximum period of interruption/reduction 100 100

in capacity at the terminal due to maintenance works (%)

Organisational changes related to operational activities
-

A total of 73 people were employed in the regasification sector as at 31 December 2015. During 2015,

the number of employees fell by four, with two contracts being terminated and a net loss of two

employees due to transfers within the Snam Group.

Accidents
ACCIDENTS AT WORK (NO)

2013 2014
Total accidents involving employees 0 0
Total accidents involving contract workers 0 1

ACCIDENT INDICES

2013 2014
Employees
Frequency index (*) 0.00 0.00
Severity index (**) 0.00 0.00
Contract workers
Frequency index (*) 0.00 32.72
Severity index (**) 0.00 0.43

(*) Number of accidents at work resulting in absence of at least one day, per million hours worked.

(**) Number of working days lost (calendar days) in relation to accidents at work resulting in absence of at least one day, per thousand hours worked.

ENERGY CONSUMPTION AND EMISSIONS

2013 2014
Energy consumption (T)) 45 31
Emissions of CO,,  — Scope 1 (tonne) (*) 53,654 32,169
Emissions of natural gas (10° m?) 34 1.9
Emissions of NO_ (tonne) 1.1 0.3

(*) In2015,CO,eq emissions were calculated based on a methane GWP of 28, as indicated in the scientific study carried out by the
Intergovernmental Panel on Climate Change (IPCC), “Fifth Assessment Report IPCC”.
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Regulations concerning the business segment
Relations with the regulatory authority

2013 2014
Responses to consultation documents 1 3
Responses to consultations/observations through associations (*) 1 3
Tariff proposals 2 2
Data collections 29 28
Proposals to amend/update contractual documents and codes (**) 2 1
Proposals to amend/update contractual documents and codes (approved) 1 1

(*) Responses to consultations (Authority, Ministry of Economic Development and Energy Market Operator) through trade associations. On one

occasion, the Company took part in a technical round table between associations and the Authority, which was launched during the year.

(**) Also includes proposals still being evaluated by the Authority, including contractual documents and agreements with operators in the context

of regulated services.
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Tariff regulations for 2015

By means of Resolution 335/2014/R/gas, published on 11 July 2014, the Authority approved tariffs for
the regasification service provided by GNL ltalia for 2015.

The tariffs were set on the basis of base revenue of €£28.1 million. The actual revenue was calculated
based on the capacities actually allocated. The net invested capital as at 31 December 2013 (RAB) was
around €0.1 billion.

Peak shaving service for the 2015-2016 thermal year

By means of Resolution 488/2015/R/gas, “Provisions for the management of the peak shaving service
in the winter of the 2015-2016 thermal year”, published on 15 October 2015, which incorporates

the provisions of the Decrees of the Ministry of Economic Development of 18 October 2013 and 27
December 2013, the Authority defined the procedures for the management of the peak shaving service
by regasification companies and by the Balancing Supervisor, in the event that it is activated during the
winter of the 2015-2016 thermal year, and the procedures for covering the expenses associated with

providing the service.

Tariff regulations for 2016

By means of Resolution 625/2015/R/gas, “Determination of tariffs for the LNG regasification service for
2016", published on 18 December 2015, the Authority set the tariffs for the LNG regasification service
for 2016.The tariffs were calculated based on base revenues of €27.1 million and an RAB of around €0.1
billion as at 31 December 2014.
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(€ million) 2013 2014
Total revenue (a) (b) 489 541
- of which from regulated activities 486 526
Operating costs (a) (b) 110 163
EBIT 315 318
Technical investments 251 240
Net invested capital at 31 December 3,071 3,286
Concessions (number) 10 10
- of which operational (c) 8 8
s of o mete ) B2 1570
- of which injected 8.92 8.13
- of which withdrawn 9.50 7.57
Total storage capacity (billions of cubic metres) 15.9 15.9
- of which available (e) 11.4 11.4
- of which strategic 4.5 4.5
Employees in service at 31 December (number) 303 291

(a) Regulated revenue includes the chargeback to storage users of the costs relating to the natural gas transportation service provided by

Change % change
(6) (1)
8 1.5
(18) (11.0)
1 0.3
(70) (29.2)
79 2.4

1 12.5
3,88 24,7
1.71 21.0
217 28.7
0.1 0.6
0.1 0.9
8 2.7

Snam Rete Gas S.p.A., recorded pursuant to Resolution 297/2012/R/gas as of 1 April 2013. For the purposes of the consolidated financial

statements, this revenue is derecognised, together with transportation costs, within Stogit S.p.A. in order to represent the substance of the

operation.
(b) Before consolidation adjustments.

() Working gas capacity for modulation services. The 2015 figure includes the Bordolano concession, which has been operational since the end

of 2015, with regard only to a portion of assets forming part of the overall plant, such as to guarantee the performance of storage activities.
(d) Gas volumes are expressed in standard cubic metres (SCM) with an average higher heating value (HHV) of 39.2 and 39.1 MJ/SCM

respectively for 2014 and 2015.

(e) Working gas capacity for modulation, mining and balancing services. The figure indicated represents the maximum available capacity, which

was allocated in full as at 31 December 2015.
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Results
Total revenue amounted to €535 million, down by €6 million, or 1.1%, compared with 2014. Total

revenue, net of components offset in costs'™, amounted to €455 million, a reduction of €18 million, or
3.8% compared with 2014.

Regulated revenue (€534 million) comprised €464 million in fees for the natural gas storage service
and €70 million in fees charged back to users relating to the natural gas transportation service provided
by Snam Rete Gas S.p.A. Storage revenue, net of components offset in costs, amounted to €454
million, down by €4 million, or 0.9%, compared with 2014. This reduction was due to tariff updating
mechanisms.

Non-regulated revenue fell by €14 million compared with 2014, due to the termination of the
supplementary storage fees arising from contractual agreements between Eni and Stogit as part of
activities related to Legislative Decree 130/2010 (€13 million).

EBIT totalled €319 million in 2015, in line with the figure for 2014 (+€1 million, or 0.3%). Lower
operating costs (+€30 million, net of components offset in revenue), due essentially to the impairment
recorded in 2014 in relation to strategic gas unduly withdrawn by some users in 2010 and 2011, were
offset by higher depreciation and amortisation (-€11 million), due mainly to the entry into service of
new infrastructure, and by lower revenue (-€18 million).

14 These components refer mainly to revenue from the chargeback to storage users of charges relating to the natural gas transportation service
provided by Snam Rete Gas S.p.A., pursuant to Resolution 297/2012/R/gas of the Authority.

15 On 26 January 2015, the Ministry set the strategic storage volume at 4.62 billion cubic metres for the contractual storage year 2015-2016
(1 April 2015 - 31 March 2016), which is unchanged from the previous year (1 April 2014 - 31 March 2015). The Stogit share was unchanged at
4.5 billion cubic metres. On 21 January 2016, the Ministry confirmed the total volume of strategic storage for the contractual year 2016-2017
(1 April 2016 - 31 March 2017) at 4.62 billion cubic metres.
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Technical investments

(€ million) 2013 2014 Change  Change %
Development of new fields and upgrading of capacity 216 205 (88) (42.9)
Maintenance and other 35 35 18 51.4

251 240 (70) (29.2)

2015

2014

2013

Technical investments in 2015 amounted to €170 million, a reduction of €70 million, or 29.2%,

compared with the previous year (€240 million).

The main investments in the development of new fields and upgrading of capacity (€117 million)

primarily concerned the following initiatives:

m  Bordolano (€73 million): the first execution phase of the project was completed, and part of the plant
subsequently became operational;

m  Minerbio (€17 million): purchase of materials, execution of works and repowering at the plants;

m  Fiume Treste (€13 million): drilling at the new well to upgrade the plant's peak services.

Maintenance and other investments (€53 million) mainly concerned the injection of cushion gas
at Sabbioncello (€10 million), the project for renovating the compression units at Cortemaggiore (€6

million), and projects involving the development of new IT systems.

INVESTMENT PROPORTIONS BY TYPE (% OF TOTAL INVESTMENTS)

) EX
) 15
86 14
B Development of new fields and upgrading of capacity B Maintenance and other

Thanks to the significant investments made to develop new deposits and upgrade existing ones, Stogit
exceeded the previous maximum quantity of gas deposits in its storage systems, thereby increasing its
volume and peak capacity. Total storage capacity as at 31 December 2015, including strategic storage,
was 16.0 billion cubic metres (+0.1 billion cubic metres compared with 2014), of which 11.5 billion
cubic metres related to available capacity fully allocated for the 2015-2016 thermal year (11.4 billion
cubic metres in the 2014-2015 thermal year), and 4.5 billion cubic metres related to strategic storage
(unchanged compared with the 2014-2015 thermal year)™.
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Extraction

Injection

Total

Operating review

Gas moved through the storage system

In 2015, 19.58 billion cubic metres of natural gas was moved through the storage system, an increase
of 3.88 billion cubic metres, or 24.7%, compared with 2014 (15.70 billion cubic metres). The increase
was mainly attributable to higher withdrawals from storage (+2.17 billion cubic metres; +28.7%) due
to the substantial use of stocks by the operators during the first quarter of 2015, due mainly to weather

conditions and to higher injections to replenish stocks (+1.71 billion cubic metres; +21.0%).

NATURAL GAS MOVED THROUGH THE STORAGE SYSTEM (BILLIONS OF CUBIC METRES)

9.74
7.57
9.50
9.84
8.13
8.92
19.58
15.70
18.42

m 2015 ®m2014 m 2013

Provision and development of storage services

2013 2014
Active customers (shippers) 118 107

Snam Annual Report 2015

In 2015, the available storage capacity increased from 11.4 billion standard cubic metres in 2014 to 11.5
billion cubic metres (16.0 including strategic storage), thanks to the availability of the first 100 million
cubic metres of the Bordolano deposit. In the 2015-2016 thermal year, the total space allocated was the
same as that offered. Although allocation auctions were scheduled for the period April-September (four
successive monthly auctions), the capacity offered had already been allocated in full at the auctions in
June 2015.
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The network codes list a series of indicators for monitoring the quality of the service offered by
companies. When compared against these indicators, the Snam companies maintained a high level of
performance in 2015. One part of these indicators, which refer to specific levels of commercial quality,
gives rise to the indemnification of customers in the event of failure to comply with the service
quality standard.

2013 2014 2015

Contractual storage capacity/Available storage capacity (%) 86 100

Compliance with execution times for services subject to specific 100 100
commercial quality standards (%)

Connection flow lines subject to supervision (%) 76 76

Total capacity not made available following interruptions/reductions

to the service (%)

Specifically, during 2015, the IT systems continued to be developed with a view to ongoing improvement
of the quality and fluidity of the service, and as a result of the regulations issued by the Authority.

The Stogit Capacity Portal, which manages all information exchanges with customers, in accordance
with the provisions of the Storage Code, was further refined with regard to auction allocation processes
for Peak and Uniform Modulation Storage services. Processes concerning the assignment of capacity,
contracts and billing previously implemented and currently used by all customers were also established,
optimised and consolidated.

During 2015, the functionalities for the management of several daily renomination cycles were also
developed (to date only one is scheduled per day), in compliance with the provisions of Regulation

(EU) No 312/2014, which introduces the new gas balancing service, which was initially scheduled to be
applied as of 1 October 2015 and was deferred until a date still to be determined (in any case no later
than 1 October 2016).

Organisational changes related to operational activities
The number of employees in the storage sector as at 31 December 2015 was 299, 8 more than as at 31
December 2014.

The period saw the launch of the SmartGas project, an initiative aimed at revising maintenance
standards and regulations, in order to ensure the necessary evolution of professional roles operating at
the hubs and the development and implementation of more highly developed IT solutions to manage

operating processes.
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Accidents
The number of accidents reduced in 2015, for both employees and contract workers.

ACCIDENTS AT WORK (NO)

2013 2014
Total accidents involving employees 0 1
Total accidents involving contract workers 2 2
ACCIDENT INDICES

2013 2014
Employees
Frequency index (*) 0.00 2.02
Severity index (**) 0.00 0.01
Contract workers
Frequency index (*) 2.07 1.98
Severity index (**) 0.01 0.17

(*) Number of accidents at work resulting in absence of at least one day, per million hours worked.
(**) Number of working days lost (calendar days) in relation to accidents at work resulting in absence of at least one day, per million hours worked.
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Energy consumption and emissions
Activities aimed at reducing energy consumption and controlling atmospheric emissions continued. In

2015, a new Dry Low Emission (DLE) turbine came into operation at the Cortemaggiore compression

plant (TC1).

Total emissions of nitrogen oxides in 2015 amounted to 175 tonnes (-22.9% compared with 2014).

The reduction was due to the increasingly wide use of DLE turbines, which were employed for 89%

of operating time. This reduction is even more significant when taking into account that the gas fuel

used to operate the gas turbines, which is responsible for the largest share of emissions, actually

increased (+15.1%).

2013 2014
Energy consumption (T)) 4,410 4117
Emissions of CO,,  — Scope 1 (tonne) (*) 424,042 410,728
Emissions of natural gas (10° m?) 11.7 11.7
Emissions of NO_ (tonne) 349 227

(*) In2015,CO,eq emissions were calculated based on a methane GWP of 28, as indicated in the scientific study carried out by the

Intergovernmental Panel on Climate Change (IPCC), “Fifth Assessment Report IPCC".

2013 2014
Emissions of natural gas for storage/gas stored (%) 0.061 0.067
Emissions of NO /gas stored (kg/10°m?) 39.1 28.0
Average emissions of NO_per turbine/installed capacity
(mg/NmMw) 26 o2

Regulations concerning the business segment
Relations with the regulatory authority

2013 2014
Responses to consultation documents 1 9
Responses to consultations/observations through associations (*) 2 8
Tariff proposals 2 1
Data collections 53 81
Investigations 1
Proposals to amend/update contractual documents and codes (**) 3 1
Proposals to amend/update contractual documents and codes (approved) 2 4

(*) Responses to consultations (Authority, Ministry of Economic Development and Energy Market Operator) through trade associations.

On one occasion, the Company took part in a technical round table between associations and the Authority, which was launched during the year.

(**) Also includes proposals still being evaluated by the Authority, including contractual documents and agreements with operators in the context

of regulated services.

Snam Annual Report 2015

79



80

Business segment operating performance

Snam Annual Report 2015

Tariff regulations for 2015

By means of Resolution 51/2015/R/gas, published on 13 February 2015, the Authority approved the
provisional base revenue for the storage service relating to 2015, aimed at providing a base figure
for calculating the fees for the allocation of storage capacity. Subsequently, by means of Resolution
27/2016/R/gas, published on 29 January 2016, the Authority approved the definitive base revenue
for 2015, which amounted to €455.3 million (€453 million for 2014). The RAB for storage activities,
calculated using the total annual increases in assets relating to 2014, was €4.0 billion.

Tariff regulations for 2016

By means of Resolution 46/2016/R/gas, published on 12 February 2016, the Authority provisionally
approved the corporate base revenue for the storage service for 2016, as per the tariff proposal presented
by Stogit on 22 January 2016.The provisionally approved revenue is aimed at providing a base figure

for calculating the fees for the allocation of storage capacity. By 31 May 2016, storage companies will
submit their final base revenue proposals to the Authority, calculated using the total annual increases in
assets relating to 2015. These proposals will be approved by the Authority within 60 days.

Ministerial Decree of 6 February 2015 — Determination and procedures for allocation of
modulation storage capacity for the 2015-2016 contractual period (Official Gazette no
44 of 23 February 2015)

The Ministry of Economic Development used this decree to set the modulation storage capacity for the
thermal year 1 April 2015 - 31 March 2016 at 6,843 million cubic metres, to be allocated as a priority to
entities directly or indirectly supplying civilian customers. The decree provides for this capacity, together
with additional available storage capacity of approximately 1,122 million cubic metres, to then be
allocated by means of successive tenders held throughout the injection period, as a continuation of the
procedure carried out in the 2014-2015 thermal year.

As of the 2015-2016 thermal year, the decree introduces a multi-year storage service with a minimum
duration of two years, with a possible option to extend it for another two years. The decree reserves

500 million cubic metres of capacity, to be allocated by the leading storage company through a tender
process, for this service, and provides for any capacity not allocated to be offered under tender processes
for the modulation service characterised by a uniform withdrawal profile.

In implementation of Article 14 of Decree-Law 1/12, the decree also provides for a natural gas storage
capacity of 500 million cubic metres to be reserved for the offering of integrated regasification services,
including natural gas storage, aimed at allowing the direct procurement of LNG from abroad to industrial
companies. Any capacity not allocated to industrial companies is offered under open auctions to all
applicants for the modulation service characterised by a withdrawal profile that permits the maximum
availability of services in January and February.

Lastly, the Ministerial Decree establishes the procedures for withdrawing natural gas from the storage
system in order to ensure the secure functioning of the natural gas system.
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The data for 2015 include the company Acam Gas S.p.A., fully consolidated as of 1 April 2015, and the companies Metano

Arcore S.p.A. and SETEAP S.p.A., respectively merged by incorporation into Italgas S.p.A. and Napoletanagas S.p.A. as of

1 January 2015. With regard to the full consolidation of AES Torino S.p.A. as of 1 July 2014, the economic impact is seen

respectively throughout 2015 and in six months of 2014.

(€ million) 2013 2014
Total revenue (*) (**) 1,038 1,053
- of which from regulated activities 1,008 1,026
Operating costs (*) (**) 319 331
EBIT 505 477
- of which special items 11

Adjusted EBIT 516 477
Technical investments 358 359
Net invested capital at 31 December 4019 4,368
Gas distribution (millions of cubic metres) 7,352 6,500
Distribution concessions (number) 1,435 1,437
Distribution network (kilometres) (***) 52,993 55,278
Active meters (millions) 5.928 6.408
Employees in service at 31 December (number) 3,008 3,124

Change % change
45 4.3
45 4.4
25 7.6
) (1.7)
40
32 6.7
34 9.5
204 4.7
1,099 16.9
35 2.4
1,439 2.6
0.118 1.8
174 5.6

(*) Purely for the purposes of the reclassified income statement, revenue relating to building and upgrading distribution infrastructure, recorded

pursuant to IFRIC 12 and recorded in equal measure alongside the relevant costs incurred, is stated as a direct reduction in the respective cost item.

(**) Before consolidation adjustments.
(***) This figure refers to the kilometres of network managed by Italgas.

Results
Total revenue amounted to €1,098 million in 2015, up by €45 million, or 4.3%, compared with 2014.

Total revenue, net of components offset in costs', amounted to €71,090 million, an increase of €46

million, or 4.4%, compared with the previous year.

Regulated revenue amounted to €1,071 million, and related mainly to fees for the natural gas

distribution service (€1,027 million) and to technical services connected to the distribution service

(€24 million). Net of components offset in costs, regulated revenue totalled €1,063 million, up by €46

million, or 4.5%, compared with 2014. This increase was due essentially to the change in the scope of

consolidation.

16 These components refer to the revenue resulting from the repayment by the Electricity Equalisation Fund or CCSE (Energy and Environmental
Services Fund — CSEA as of 1 January 2016) of charges relating to the interruptions to the supply at redelivery points requested by retail companies
pursuant to Article 12-bis, Appendix A of the Consolidated Gas Arrears Act (TIMG).
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Adjusted EBIT for 2015 totalled €509 million, up by €32 million, or 6.7%, compared with 2014.The
increase was due to higher revenue (+€46 million) and reduced operating costs (+€14 million, net of
components offset in revenue) associated mainly with the changes in provisions for risks and charges,
the effects of which were partly offset by the change in the scope of consolidation. The lower portion
of expenses absorbed by investment activities was offset by the operating efficiency and savings
measures put in place during the year.The change in adjusted EBIT was also due to higher depreciation
and amortisation for the period (-€28 million), due mainly to the change in the scope of consolidation
(-€21 million). This was offset by the effects of the change made in 2014 of the useful life (from 20 to
15 years) of some metering equipment in the natural gas distribution sector (-€11 million), which was

subject to a revision for tariff purposes by the Authority.

Main events

Italgas — Revocation of judicial administration and confirmation

of the Company’s Board of Directors

On 9 July 2015, the activities related to the revocation of the judicial administration measure handed
down by the Court of Palermo against Italgas were concluded. The Court, taking into account the
outcomes of the checks carried out and the active collaboration of the Snam Group, ordered the
revocation of the measure by means of a ruling on 29 June 2015.

Having acknowledged the revocation, the Italgas Shareholders’ Meeting of 9 July 2015 appointed the
Company’s Board of Directors, with a term of office due to expire upon the approval of the financial
statements as at 31 December 2015, confirming all the outgoing members.

Following the revocation of the judicial administration measure handed down by the Court of Palermo
and the confirmation of the Board of Directors by the Shareholders’ Meeting, Italgas is putting in
place the measures for implementation of the organisational and procedural plan and for monitoring
and verifying the Company'’s activities'. Italgas is also providing the competent authorities with the
information flows provided for under Article 34, paragraph 8 of Legislative Decree 159/2011 (Judicial
Control) relating to significant transactions. Italgas has filed an appeal against the provision of said
information flows with the Palermo Court of Appeal, and is also providing the competent authorities
with the results of the periodic reports of the Watch Structure. For more information, see Note 24,

“Guarantees, commitments and risks — Disputes”, of the Notes to the consolidated financial statements.

Corporate transactions and business development

Acquisition of control of Acam Gas S.p.A. — Impact of the transaction

On 1 April 2015, Italgas completed the acquisition from Acam of a 51% stake in Acam Gas, for a price
of €46 million. By means of this transaction, Italgas, which already held 49% of Acam Gas, acquired
the company’s entire share capital, further consolidating its gas distribution activities in the minimum
geographical area (ATEM) of La Spezia. Acam Gas operates the gas distribution service in the city of La
Spezia and in another 28 municipalities located in the La Spezia province, with around 112,000 active

redelivery points.

17 The costs incurred by Italgas for remuneration of assistants and reimbursement of expenses to assistants and judicial administrators as part of
the judicial administration measure amount to €6 million, of which €3.5 million pertains to 2015 and €2.5 million pertains to 2014.
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The economic impact of the acquisition of control of Acam Gas can be seen as of 1 April 2015%, and can

be summarised as follows:

(€ million) 1 April - 31 December 2015
Total revenue (*) 15
- of which from regulated activities 14

Operating costs (*)
EBITDA
EBIT

(*) Net of the effects of IFRIC 12.

Merger by incorporation of AES Torino S.p.A.

On 21 December 2015, the deed was drawn up for the merger by incorporation of AES Torino S.p.A.
(wholly owned by the surviving company) into Italgas S.p.A., with accounting and fiscal effect from 1
January 2016, at the conclusion of the acquisition, by the latter, of the entire share capital of AES in July
2014. Pursuant to the transaction, as of 1 January 2016, all operating activities pertain directly to Italgas.

Technical investments

(€ million) 2013 2014 Change % change
Distribution 239 231 (32) (13.9)
Network maintenance and development 187 180 (11) (6.1)
Replacement of cast-iron pipes 52 51 (21) (41.2)
Metering 83 88 46 52.3
Other investments 36 40 20 50.0

358 359 34 9.5

Technical investments in 2015 amounted to €393 million, an increase of €34 million, or 9.5%,
compared with 2014 (€359 million).

Investments in distribution (€199 million) mainly related to development projects (extensions and
new networks) and the renovation of old sections of pipe, including the replacement of cast-iron pipes.

Investments in metering (€134 million) related primarily to expenditure on remote reading.

Other investments (€60 million) mainly concerned investments in IT, property and vehicles.

18 The share attributable to Snam of the net profit generated by Acam Gas before the acquisition of control is included in the valuation of the
investment using the equity method as at 31 March 2015.
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2015

2014

2013

2015

2014

2013

INVESTMENT PROPORTIONS BY TYPE (% OF TOTAL INVESTMENTS)

43 8 EE] 16

50 14 25 11

B Network maintenance W Replacement of cast-iron pipes = Metering B Other investments
and development

Operating review

Gas distributed and infrastructure

In 2015, 7,599 million cubic metres of gas were distributed, an increase of 1,099 million cubic metres,
or 16.9%, compared with 2014, due mainly to the change in the scope of consolidation and to
weather conditions.

At 31 December 2015, Snam had concessions for gas distribution services in 1,472 municipalities
(compared with 1,437 as at 31 December 2014), of which 1,401 were operational. It had 6.526 million
active meters at gas redelivery points to end users (households, businesses, etc.), compared with 6.408
million at 31 December 2014.

As at 31 December 2015, the gas distribution network covered 56,717 km (55,278 km as at 31
December 2014), an increase of 1,439 km compared with 31 December 2014.

ACTIVE METERS AND GAS VOLUMES

6,526
7,599

6,408
6,500

W active meters (thousands) m volumes distributed (millions of cubic metres)

Provision and development of distribution services

2013 2014

Active customers

218 249 260
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The Company continued to implement its remote gas meter reading plan, which was launched in late
2010 for meters for large-scale users (calibres higher than G6), and subsequently extended in 2014 to
include the mass market area (G4 and G6 calibre readers), with point-to-point communication.

As at 31 December 2015, the number of redelivery points with a G4- or G6-calibre meter equipped
with the remote-reading function was around 455,000, of which 206,000 had activated remote reading.
At the same date, approximately 85,000 meters with a calibre higher than G6 were equipped with the
remote-reading function, which was activated in all of them.

The Network Codes list a series of indicators for monitoring the quality of the service offered by
companies. When compared against these indicators, the Snam companies maintained a high level of
performance in 2015. One part of these indicators, which refer to specific levels of commercial quality,
gives rise to indemnification of customers in the event of failure to comply with the service quality

standard.

Distribution 2013 2014
Compliance with the maximum time set for services subject to 99.3 99.1
specific commercial quality standards (%)

Punctuality in appointments with customers (%) 99.3 99.0
High- and medium-pressure networks subject to inspection (%) 46.3 54.6
Low-pressure networks subject to inspection (%) 44.4 345
Compliance with the maximum time for reaching the call-out site 083 972

for emergency assistance (%)

Organisational changes related to operational activities
As at 31 December 2015, the distribution sector had 3,298 employees, compared with 3,124 a year earlier,
an increase of 174.This was due mainly to new hires, acquisitions and internal transfers within the Group.

With effect from 13 July 2015, following the revocation of the judicial administration measure handed
down by the Court of Palermo, Italgas made changes to its organisational structure, which has been
updated in response to the growing managerial and operational difficulties that the Company will have
to tackle as a result of developments in the gas distribution business in Italy and the imminent launch of
tender processes.

As a result, the Business Services department was created (reporting directly to management),
incorporating the HSEQ and Procurement units and the new Human Resources unit, in order to
guarantee a certain level of direction and control of the relevant processes, promote interaction and
mutual cohesion between the different areas, ensure a more effective and coordinated response to
expected market developments, and guarantee coordination between Italgas and the Group.

The Company also combined its Budget and Administration department, its Planning, Control and
Business Analysis department and its new Project Control department (which was created to guarantee
close coordination between the centre and the regions for the direction and control of the corporate
investment plan) into a single unit, reporting directly to management.

Lastly, the Operations department underwent changes with a view to further upgrading engineering
expertise and reinforcing operational control, ensuring, at both Headquarters and District levels, the

presence of teams dedicated to providing specialist support on monitoring and engineering processes.
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To that end, the Headquarters Engineering unit was set up, representing the hub of excellence that brings
together Italgas’s expertise in technical regulations, planning, coordination of work, and verification that
the networks comply with the technical specifications. At Headquarters level, a Network Management
unit has also been created, to which the Districts and the new Network Coordination and Operational
Control unit shall report. The latter is responsible for directing, monitoring and controlling contractual
management and site management activities. Lastly, the Districts have been equipped with a new Works
Coordination and Engineering Staff unit, which is responsible for coordinating the Operational Centres in
executing and monitoring works and in contractual management activities, as well as offering specialist
technical support for the design of works in coordination with the Headquarters Engineering department.

Accidents
During the course of 2015, the number of accidents increased considerably for both employees and
contract workers, due partly to the expansion of the Company’s scope. There were two fatal accidents

involving employees: one while looking for a gas leak in an urban centre, and the other during works on a
gas pipe.

ACCIDENTS AT WORK (NO)

2013 2014

Total accidents involving employees 5 6
Total accidents involving contract workers 0 1
ACCIDENT INDICES

2013 2014
Employees
Frequency index (*) 0.98 1.15
Severity index (**) 0.04 0.06
Contract workers
Frequency index (*) 0.00 0.76
Severity index (**) 0.00 0.13

(*) Number of accidents at work resulting in absence of at least one day, per million hours worked.
(**) Number of working days lost (calendar days) in relation to accidents at work resulting in absence of at least one day, per million hours
worked. These data do not include fatal accidents.

Energy consumption and emissions

Energy management activities were continued with a view to streamlining and reducing energy
consumption. These included the installation of photovoltaic plants in buildings and network plants, the
installation of more efficient heat generators and activities intended to control natural gas emissions. To
that end, 2015 saw the continuation of the replacement of grey cast-iron pipes with better-performing
pipes (approximately 29 km of network was replaced).
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2013 2014
Energy consumption (T)) 521 527
Emissions of CO,,  — Scope 1 (tonne) (*) 718,380 724,588
Emissions of natural gas (10° m3) (**) 43.7 44.2

(*) In2015,CO,eq emissions were calculated based on a methane GWP of 28, as indicated in the scientific study carried out by the
Intergovernmental Panel on Climate Change (IPCC), “Fifth Assessment Report IPCC".
(**) In 2015, data on natural gas emissions were calculated using specific emission indices that had been updated, compared with previous years,

following a methodological revision supported by a specific experimental activity.

2013 2014
Emissions of natural gas/km of network (m3/km) 828 813
Emissions of CO,, /gas distributed (kg/10° m?) 97,712 111,745
Regulations concerning the business segment
Relations with the regulatory authority
2013 2014
Responses to consultation documents (*) 7 4
Responses to consultations/observations through associations 14 13
Tariff proposals 3 6
Data collections 131 113
Investigations 1

Proposals to amend/update contractual documents and codes (**)

(*) Responses to consultations (Authority, Ministry of Economic Development and Energy Market Operator) through trade associations. On one occasion,
the Company took part in a technical round table between associations and the Authority, which was launched during the course of the year.
(**) Also includes proposals still being evaluated by the Authority, including contractual documents and agreements with operators in the context of
regulated services.
Tariff regulations for 2015
Determination of provisional reference tariffs for 2015
By means of Resolution 147/2015/R/gas, published on 2 April 2015, the Authority set the provisional
reference tariffs for gas metering and distribution services for 2015, in accordance with the provisions of
Avrticle 3, paragraph 2, letter a) of the Gas Metering and Distribution Service Tariff Regulations (RTDG). The

tariffs were calculated based on the preliminary balance sheet data for 2014.

Determination of definitive reference tariffs for 2015
By means of Resolution 99/2016/R/gas, published on 11 March 2016, the Authority set the definitive

reference tariffs for gas metering and distribution services for 2015, calculated based on the preliminary

balance sheet data for 2014.The Company is analysing the impact of the change in base revenue from

provisional to definitive for 2015, which to date is estimated to be insignificant.

Redetermination of reference tariffs for 2009-2014

By means of Resolution 98/2016/R/gas, published on 11 March 2016, the Authority redetermined the
reference tariffs for has metering and distribution services for the years 2009-2014.The Company is
analysing the impact on the base revenue, which to date is estimated to be insignificant.
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