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Snam in 2016

HIGHLIGHTS3

Completed, effective as of 7
November 2016, is the separation of
Snam from the natural gas

distribution business

Successfully completed a significant
Liability Management transaction
that shall make it possible to continue
along the path of optimisation of the
debt structure:

bought back on the market bonds
with a total nominal value of
approximately €2.75 billion

2 o 75 billion euros

Bought back 28,777,930 Snam
shares, representing 0.82%
of the share capital, for

a total cost of approximately

103 nien

Achieved Snam’s inclusion in
the CDP (Carbon Disclosure

Project) “A List”, the highest
score under their assessment
model

We supported our growth strategy
with €906 million of technical
investments in Italy and €168
million for TAP development

Adjusted EBIT:
1 33 6 million
] (-9.8%)

Adjusted net profit:

826  [isy
Net Profit:
8671  (osw

Pro-forma adjusted net income*:

345

million

We proposed to award our
shareholders a dividend
of €0.21 per share

O. 2 1 euros per share

Confirmed for the eighth

straight year Snam share’s
inclusion in the Dow Jones
Sustainability Index

Not included, unless otherwise specified, is the contribution of the natural gas distribution sector, an operating
activity that was terminated effective as of 7 November 2016.

Obtained by applying Snam'’s share (13.5%) to the estimated net income of Italgas Group for the whole of 2016,
adjusted by excluding the effects resulting from the adjustment to market value of the existing financial debts

towards Snam Group and eliminating the effects of non-recurring items from the valuation of foreign subsidiaries..
Includes cash flows chargeable to discontinuing operations

13

Acquired, in a consortium with
Allianz, 49% of Gas Connect Austria
(GCA) in exchange for an expenditure
by Snam of €135 million

Net cash flow from
operating activities:

Snam shares ended 2016 with an
official price of €3.923

Snam in 2016



Completed, effective
as of 7 November
2016, is the
separation of Snam
from the natural gas
distribution business
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MAIN EVENTS

Separation of Italgas Reti S.p.A. from Snam S.p.A.

On 7 November 2016, with the initial listing of Italgas S.p.A. (formerly ITG

Holding S.p.A.) on the Electronic Stock Market organised and managed by Borsa

Italiana S.p.A., the transaction for the separation of Italgas Reti S.p.A. (formerly

Italgas S.p.A.) from Snam S.p.A. entered into effect.

The transaction had mainly a business purpose, aimed at separating Snam Group

gas distribution operations in Italy, which have their own specificity in relation to

other Snam Group operations in terms of operational organisation, competitive
environment, regulation and investment requirements from gas transportation
and dispatching, regasification and storage activities in Italy and abroad.

On 2 November 2016, the following were executed concurrently and in their

entirety pursuant to the transaction, which led to the transfer to Italgas S.p.A of

Snam S.p.A.’s 100% equity investment in Italgas Reti S.p.A.:

m the legal instrument for the partial and proportional spin-off through the
allocation to Italgas S.p.A. of 52.90% of the equity investment that Snam
S.p-A. held in Italgas Reti S.p.A., along with the allocation to Snam S.p.A.
shareholders of 86.50% of the Italgas S.p.A. share capital. As a result of the
Italgas S.p.A. Spin-off, one Italgas S.p.A. share was issued and allocated to
Snam S.p.A. shareholders for every five Snam S.p.A. shares that they held;

m the legal instrument for Snam S.p.A.’s in-kind contribution to Italgas S.p.A.
of an 8.23% equity investment in the share capital of Italgas Reti S.p.A.in
exchange for the allocation to Snam S.p.A. of 108,957,843 newly issued
Italgas S.p.A. shares, to enable Snam S.p.A. to hold, after the spin-off, a 13.5%
equity investment in Italgas S.p.A,;

m the agreement for Snam S.p.A.’s sale to Italgas S.p.A. of 98,054,833
Italgas Reti S.p.A. shares representing 38.87% of the share capital, for a
consideration of €1,503 million, in exchange for assuming debt in the
same amount owed by Italgas S.p.A, in order to generate a suitable level of
financial debt.

The spin-off instrument was recorded with the Companies Register on 3

November 2016 pursuant to the Borsa Italiana’s issuance of the order to list

Italgas S.p.A. shares on the Electronic Stock Market, which was issued on 2

November 2016, and Consob’s issuance of the equivalence assessment, pursuant

to Article 57, paragraph 1, letter d) of the Issuers’ Regulation, regarding the Spin-

off Prospectus, which was issued on 3 November 2016.

As is provided by the aforementioned spin-off instrument, the spin-off entered

into effect as of the initial trading date, namely 7 November 2016.

With the listing of Italgas S.p.A., 7 November 2016 was the effective date of the

shareholder agreement signed on 20 October 2016 between Snam S.p.A., CDP

Reti S.p.A. and CDP Gas S.r.l,, which covered all the shares each held in Italgas

S.p-A.The shareholder agreement constitutes a stock block and voting syndicate,

with an entitlement by Snam S.p.A. to withdraw early in the event that, if Snam

S.p-A. should dissent from the vote of syndicated shares in regard to any matters



Gas Connect Austria GmbH

Initiatives for the
development of
sustainable mobility
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reserved for Extraordinary Shareholders’ Meetings, Snam S.p.A. should sell its
equity investment in Italgas S.p.A. within the following 12 months (Accelerated
Exit). The shareholder agreement also provides that CDP Reti S.p.A., CDP Gas S.r.l.
and Snam S.p.A. are to submit a joint list for the appointment of the Italgas S.p.A.
Board of Directors, in order to ensure that Snam S.p.A. nominates one candidate.
Transfers of Snam S.p.A.'s equity investment in Italgas S.p.A. (including in the
event of an Accelerated Exit) are subject not only to advance approval by CDP
Reti S.p.A., but also to the subrogation of a third party. In addition, Snam S.p.A.
may not increase its equity investment. The agreement has a three-year term that
is renewable barring notice of termination; in the event that Snam S.p.A. does not
renew, CDP Reti S.p.A. shall have an option to purchase at fair market value Snam
S.p.As equity investment in Italgas S.p.A.

Business developments

On 15 December 2016 Snam, in a consortium with Allianz, completed the
purchase from OMV, Austria’s leading oil and gas company, of 49% of Gas
Connect Austria GmbH (GCA).

The purchase was completed through a jointly controlled special purpose vehicle
in which Allianz and Snam hold 60% and 40% stakes, respectively, which was
backed by a pool of international credit institutions under non-recourse loans in
the maximum amount of €310 million. Based on the terms of the transaction, the
total consideration paid by the consortium to OMV was €601 million (including
€147 million for proportional repayment of the current Shareholder Loan, with
the signing, at the closing of the transaction, of a new Shareholder Loan with
GCA).The total outlay for Snam was €135 million, in exchange for an indirect
stake of 19.6% in GCA.

GCA operates a transportation network of 564 km and a distribution network

of 322 km in Austria and is in charge of marketing and supplying transportation
capacity at border points and the transportation capacity required by domestic
natural gas demand. The transaction is, for Snam, an opportunity to reinforce its
strategic position in Austria.

Within the broader scenario of the development of sustainable mobility, on 5
October 2016 Snam, FCA and IVECO signed a Memorandum of Understanding for
the purpose of promoting the use of natural gas (CNG - Compressed Natural Gas)
as an automotive fuel.

On 6 December 2016, Snam also signed with the APl Group a letter of intent to

increase the number of methane supply stations in Italy.

Snam in 2016



Renewal of the Euro Medium Term
Notes (EMTN) programme to issue
bonds

Bond buyback

6 Considering also the additional bond issues
executed in January and February 2017,
with a total nominal value of €800 million,
the programme enables the issuance of bonds
for a maximum amount of approximately
€1.7 billion.

Snam Annual Report 2016

Optimisation of the Group's financial structure

On 27 September 2016 the Snam Board of Directors decided upon the

annual renewal of the EMTN programme initiated in 2012, thereby reducing
the maximum total value for bond issues from €12 to €10 billion, also in
consideration of the changes in indebtedness resulting from the separation

of Italgas Reti S.p.A. from Snam S.p.A. Based on outstanding bonds as of 31
December 2016, the renewal of the programme allows the issuance, by no later
than 30 September 2017, of bond issuances for a maximum amount of €2.5
billion®, to be placed with institutional investors operating mainly in Europe.
The total nominal value of issued bonds in circulation in each instance may not
exceed the maximum limit of €10 billion.

The EMTN programme represents an effective instrument to raise funding on the
market in a flexible manner and at competitive costs, in a way consistent with

Group requirements in terms of changes in the financial structure.

In October 2016, Snam successfully completed a buyback on the market of
bonds with a total nominal value of €2.75 billion, with an average coupon of
approximately 3.3% and a remaining maturity of approximately 3 years. The total
outlay was approximately €3.1 billion, financed in part by two bond issues with

a total value of €1.75 billion, with an average coupon of 0.6% and an average
maturity of approximately 8 years, and the remaining portion was financed by
drawing down on available credit lines.

The overall size of the transaction was also determined in consideration of the
cash in, equal to approximately €3.2 billion, resulting from the Italgas separation
transaction.

The two issuances were at a fixed rate, respectively in a nominal amount of €1.25
billion, an annual coupon of 0.875% and a 10-year maturity, and in a nominal
amount of €0.5 billion, an annual coupon of 0% and a four-year maturity. The
impact of this transaction on the 2016 income statement, which was basically
equal to the cost resulting from the higher amount repaid to bondholders to buy
back bonds on the market in relation to the amortised cost basis of said bonds,
amounts to €329 million (€233 million net of the relative tax effect).

By means of this transaction, Snam continued the process to optimise its debt
structure, which was undertaken with the objective of continuous improvement
in the cost of capital, extending the average term of debt and reducing the

refinancing risk.



Share buyback programme
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7 November 2016, the effective date of the Snam spin-off, was the start date for the
share buyback programme decided by the Shareholders’ Meeting on 1 August 2016.
Between the commencement of the share buyback programme and 31 December
2016, Snam purchased 28,777,930 own shares, representing 0.82% of the share
capital, for a total of approximately €103 million with an average price of €3.583
per share.

As of 7 March 2017, the mandate awarded by Snam to a primary level intermediary
for the implementation of the share buyback programme was amended by
extending, inter alia, the maximum term for making the purchases by 3 months. The
intermediary shall carry out the share purchase transactions based on independent
decisions, always in accordance with the authorisation to purchase treasury

shares resolved by the Shareholders’ Meeting of 1 August 2016 and the applicable
regulations.

Any purchases shall be made on the MTA in accordance with Article 144-bis,
paragraph 1, section b) of Consob Regulation 11971/1999 and with other applicable
provisions, in order to ensure compliance with the fair treatment of shareholders
pursuant to Article 132 of the TUF, as well as according to the operating procedures
established in the organisation and management regulations of Borsa Italiana S.p.A.

The main events relating directly to the operating segments are described in the

“Business segment operating performance” section of this Report.

Snam in 2016
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Snam today

COMPANY PROFILE

Snam operates in a strategic sector for Italy. With approximately 3,000 employees, it conducts
regulated gas segment activities and is a leading European operator in terms of regulatory asset base
(RAB) in its sector.

As an integrated operator, Snam provides natural gas transportation, dispatching and storage services as
well as LNG regasification services, and plays a leading role in the natural gas infrastructure system.
Snam operates in Italy through three operating companies that are fully owned by Corporate Snam
S.p-A.: Snam Rete Gas, GNL Italia and Stogit, respectively.

Snam operates in Europe’s major markets through agreements with the leading industry players and
direct equity investments in the share capital of companies.

With the separation of Italgas and the initiation of the new organisation that led to the creation of
three Business Units for the management and control, respectively, of growth and development
activities, the management of Italian subsidiaries and the coordination of foreign equity
investments, Snam began to become a “One Company” with the role of an integrated gas player.
Snam’s business is focused on regulated activities and is capital intensive. Regulation makes provision
for tariff systems that cover the costs incurred by the operator and for a fair return on invested capital.
Snam is therefore able to maintain a limited risk profile and to provide its shareholders with
attractive and sustainable returns, while ensuring that it provides its services to all operators in a
non-discriminatory manner and with the highest standards of quality and safety.

Snam has been listed on the Italian stock exchange since 2001. Its share price features not only on the

Italian FTSE MIB index but also on leading international indices (Stoxx Europe 600 and Stoxx Europe
600 Utilities) and the major sustainability indices.

SNAM: AN INTEGRATED GAS SYSTEM PLAYER

DOMESTIC PRODUCTION AND GAS IMPORT

N

P -

REGASIFICATION TRANSPORTATION STORAGE
OF LNG AND DISPATCHING

DISTRIBUTION AND SALE

Snam today
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OUR HISTORY

1941

2008

METHANISATION IN ITALY AND EXPANSION
OF THE GAS INFRASTRUCTURE,
UP TO LISTING ON BORSA ITALIANA

2009
2011

I _>

THE INTEGRATION OF ALL REGULATED
GAS ACTIVITIES

Snam (Societa Nazionale Metanodotti) has provided
integrated natural gas supply, transportation and sale
services in Italy since 1941. It gradually put together an
intricate system of methane pipelines, covering the whole
of Italy, and built important pipelines that today allow the
country to import from different areas: from Russia, the
Netherlands, Algeria, the North Sea, and Libya. In 1971,
Snam designed and built Italy’s first LNG regasification plant
at Panigaglia, in the Gulf of La Spezia. Snam Rete Gas was
incorporated on 15 November 2000 to house all of Snam’s
Italian transportation, dispatching and LNG regasification
activities. The corporate unbundling of these activities was
decided pursuant to the Letta Decree (164/2000), which
transposed the European Directive on the liberalisation of
the gas market. On 6 December 2001, after the Electricity
and Gas Authority issued a resolution establishing the
criteria for defining transportation tariffs, Snam Rete Gas
was listed on the stock exchange.

Snam Annual Report 2016

In 2009 the Company acquired 100% of Stogit, Italy’s
largest natural gas storage field operator, and 100% of
Italgas, the country’s biggest gas distributor. This added the
other two regulated gas activities in Italy to Snam’s offering:
storage and distribution. The June 2009 transaction turned
Snam into a key integrated regulated gas activities operator,
and the largest by regulatory asset base (RAB) in mainland
Europe.



SNAM SEPARATES FROM ENI AND EXPANDS ITS SCOPE
OF ACTIVITY TO COVER EUROPE
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IN 2016 SNAM COMPLETED THE SEPARATION

OF ITS DISTRIBUTION BUSINESS, ACQUIRED A NEW
ORGANISATION AND CONTINUED ITS PATH TOWARD
DEVELOPMENT

On 1 January 2012, the Company changed its name

from Snam Rete Gas to Snam and transferred the gas
transportation business to a new company, which inherited
the respected Snam Rete Gas name. The ownership
unbundling from Eni was completed on 15 October 2012
through the sale of approximately 30% of Snam'’s capital
to CDP Reti S.r.l, and Snam began its path toward growth
in Europe. Having acquired 31.5% of Interconnector UK in
2012 as part of a joint venture with Fluxys, Snam (45%;
40.5% at 31 December 2015 following the entry of Credit
Agricole Assurances (CAA) in the corporate structure of
TIGF Holding), alongside the Singapore sovereign wealth
fund GIC (35%) and EDF (20%), successfully completed the
acquisition of TIGF from Total in July 2013.TIGF is active

in gas transportation and storage in south-west France,
with a gas transportation network over 5,000 km and

two storage fields. On 19 December 2014, the Company
acquired from CDP Gas S.r.l. 84.47% (equivalent to 89.22%
of the economic rights) of Trans Austria Gasleitung GmbH
(TAG), the company that owns the Austrian section of

the gas pipeline linking Russia and Italy. The objective of
those transactions was to increase and enhance Snam's
industrial capacity in the integrated management of natural
gas transportation and storage infrastructure. Snam'’s
international development continued with the acquisition
of a 20% stake in Trans Adriatic Pipeline AG (TAP), the
company responsible for developing the pipeline that

will run from the Turkey-Greece border to Italy along the
Southern corridor, enabling gas produced in Azerbaijan to
reach European markets. Our investment in the project
will consolidate the primary position of Snam and Italian
infrastructure in improving competition between energy

sources and securing gas supplies for Europe.

As of 7 November 2016, a corporate transaction was
successfully completed that resulted in the separation of
Snam from the national gas distribution business in Italy,
with the principal purpose for the Snam Group being to
strengthen and enhance its leadership in Europe in its

core business: natural gas transportation, storage and
regasification. Also in connection with the aforementioned
transaction, in October Snam defined a new organisational
structure, designed to be an instrument that enables
focused management and control of the strategic guidelines
of the plan and more efficient and effective operational
management, including through the simplification of
decision-making processes. Pursuant to the strategy of
strengthening and enhancing leadership on the European
gas market, on 16 December 2016 Snam, in a joint venture
with Allianz, completed the acquisition from OMV of 49%
of Gas Connect Austria GmbH (GCA), with an indirect
equity investment of 19.6% in the company share capital
for Snam.

Snam today
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2016 HIGHLIGHTS

8 NATIONAL NETWORK ENTRY POINTS
for gas from abroad, located at connection points
with the import pipelines (five entry points) and
the LNG regasification terminals (three entry
points)

SNAM'S PRESENCE IN ITALY AND IN EUROPE

Snam'’s role in the Italian gas system

Business segments

As an integrated operator in the natural gas infrastructure system, Snam is active in the following
business segments:

TRANSPORTATION AND DISPATCHING

Snam Rete Gas is the leading Italian natural gas transportation and dispatching operator, and
owns almost all of the transportation infrastructure in Italy, with 32,508 km of high- and medium-
pressure gas pipelines (approximately 94% of the entire transportation system).

Snam Rete Gas manages the gas pipeline network via 8 districts, 48 maintenance centres throughout
Italy, 11 compression stations and a new dispatching unit that has been extensively renovated in terms
of structure and technology.

The gas from abroad is injected into the National Network via entry points where the network joins
up with the import methane pipelines (Tarvisio, Gorizia, Gries Pass, Mazara del Vallo and Gela) and
with the LNG regasification terminals (Panigaglia, Cavarzere and Livorno). Once it has been imported
or regasified, the gas is transported to the local distribution networks, the regional network redelivery
points or large end users such as thermoelectric power stations or manufacturing plants.

Snam Rete Gas awards transportation capacity to applicant shippers. The service access conditions are
contained in the Network Code, which is updated based on criteria laid down by the Authority.

70.63 BILLION CUBIC METRES
Natural gas injected into the National
Transportation Network

32.508 KILOMETRES OF GAS PIPELINE NETWORK
! in operation at 31 December 2016

922.2 MW

Installed power at the stations

Snam Annual Report 2016
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REGASIFICATION

The terminal at Panigaglia (La Spezia), which is owned

by the subsidiary GNL Italia, was the first regasification
plant built in Italy. It has a daily regasification capacity of
17,500 cubic metres of LNG, and can therefore, at maximum
operating capacity, inject 3.5 billion cubic metres of natural
gas into the transportation network every year.

The process for the extraction of natural gas from the
deposits, its liquefaction for transportation by ship and

the subsequent regasification for use by the users, forms
the ‘LNG chain’. The process begins in the country of the
exporter, where the natural gas is brought to a liquid state
by cooling it to -160 °C and subsequently loaded onto
tankers for shipping to the LNG regasification terminal.

At the regasification terminal, the LNG is unloaded, then
heated and returned to a gaseous state before being
injected into the natural gas transportation network. The
regasification service includes unloading the LNG from the
vessel and operating storage, i.e. the storage time required
for vaporising the LNG, regasifying it and injecting it into the
National Network.

2016 HIGHLIGHTS

1 7'500 CUBIC METRES OF LNG
Daily maximum regasification capacity of the
Panigaglia facility

3.5 BILLION CUBIC METRES

Maximum annual quantity of natural gas that
can be introduced into the transportation
network

STORAGE

Stogit is the major storage operator in Italy and one of
the largest in Europe, with 12.0 billion cubic metres of
available capacity (approximately 94% of the available
space throughout Italy) and 4.5 billion cubic metres of
strategic storage space.

The natural gas storage business in Italy is carried out under
a concession regime and it serves to offset the various
demands of gas consumption and supply.

Procurement is broadly consistent throughout the year,
while gas demand is characterised by high seasonal
variability, with demand significantly higher in the winter
than in the summer. Storage also ensures that quantities

of strategic gas are available to compensate for any lack

of or reduction in non-EU supply or crises in the gas
system. The storage business makes use of integrated
infrastructure comprising deposits, wells, gas treatment
plants, compression stations and the operational dispatching
system. Stogit has nine storage concessions located in
Lombardy (five), Emilia-Romagna (three) and Abruzzo (one).

2016 HIGHLIGHTS

16.5 BILLION CUBIC METRES
Total storage capacity (including strategic
storage) as of 31 December 2016

20.0 BILLION CUBIC METRES
Gas moved into the storage system

9 NUMBER OF OPERATING

FRANCHISES

Snam today
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SNAM'’S PRESENCE IN ITALY

PASSO GRIES { TARVISIO
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SNAM'S PRESENCE IN ITALY AND IN EUROPE

AN QP o
= 2 Interconnector OPA" GAS CONNECT Trans Austria Gasleitung
&7 & AUSTRIA TA
TIGF | = ...
INFRASTRUCTURES
GAZ FRANCE
-
TN
Trans Adriatic
Pipeline
National pipelines
International assets
@ . \NGTerminal
TIGF

After acquiring a stake in TIGF in 2013 and with a current equity investment of 40.5%, Snam is the industrial partner in the
shareholding structure, alongside GIC at 31.5%, EDF at 18% and Crédit Agricole Assurances at 10%.

TIGF, which transports and stores natural gas in south-west France, represents a strategic piece of infrastructure for the
integration of the European gas markets, connecting the French and Spanish markets with those of central and northern
Europe as part of increasing integration of energy infrastructure at the European level.

ASSETS AND PERSONNEL

5,147 km of network with 6 compression stations (101 MW), or 15%

of the total volume of transported gas in France
5.7 billion m? of storage capacity (2.8 bcm of working gas), or around 25% of national capacity
582 Employees in service

Snam Annual Report 2016
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INTERCONNECTOR UK

Acquisition, in 2012, in a JV with Fluxys: 31.5% of Interconnector UK, 51% of Interconnector Zeebrugge and 10%
of Huberator. The latter was liquidated in 2016 following the transfer of all assets to Fluxys.

ASSETS AND PERSONNEL

B 235 km undersea pipeline between Bacton (UK) and Zeebrugge (Belgium)
B 1 terminal and 1 compression station at Bacton

B 1 terminal and 1 compression station at Zeebrugge

70 Employees in service

GCA

Acquisition in 2016 of 49% through a JV between Snam and Allianz Capital Partners (investing 40% and 60%,
respectively). GCA is an Austrian TSO that has and operates a transport and distribution network of approximately
900 km, aimed at exporting gas to Europe and at supplying the domestic market.

ASSETS AND PERSONNEL

564 km of transport network
322 km o distribution network
5 compression stations

274 Employees in service

TAG

Acquisition in 2014 of 84.47% of TAG (89.22% of economic rights), the company that owns the gas pipeline
linking the Slovakian/Austrian border with the Tarvisio entry point.

ASSETS AND PERSONNEL

3 parallel lines of pipelines of around 380 km each
5 compression stations

154 Employees in service

TAP

20% acquired in December 2015

ASSETS AND PERSONNEL

] The asset is in development and will entail the creation of a connection between Greece and Italy through Albania,
with 773 km onshore and 105 km offshore with an initial capacity of 10 bcm/year (scalable to 20 bem/year)
203 Employees in service

Snam today
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GROUP STRUCTURE AT 31 DECEMBER 2016

The structure of the Snam Group at 31 December 2016” is shown below:

Group
insurance
services

100%

INTERNATIONAL SUBSIDIARIES
AND ASSOCIATES

L

TAG
84,47%

i Transportation p—— '
; andr:igsatming Regasification Storage W pistribution

100% 100% 100% MM 1350%

@Y Nev YoV g

'
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UK 49%

GCA
TIGF SA 49%
100%

The main changes in the Snam group structure as at 31 December 2016, as
compared with the Snam group structure in effect as at 31 December 2015, were:

m in relation to the consolidation scope:
the exit of Italgas Reti S.p.A. (previously Italgas S.p.A.) and the companies
controlled by the latter, effective as of 7 November 2016, as a result of the
transaction to separate Snam from the natural gas distribution business. As a
result of the transaction, which led to the transfer to Italgas S.p.A. (formerly
ITG Holding S.p.A.) of 100% of Snam S.p.A.'s equity investment in Italgas
Reti S.p.A., Snam S.p.A. holds a significant equity investment in Italgas S.p.A.
representing 13.5% of the share capital. This investment was subject to a
shareholders’ agreement, signed on 20 October 2016 between Snam S.p.A,,
CDP Reti S.p.A. and CDP Gas Sr.l., covering all investments held by each in
Italgas S.p.A.

m in relation to international equity investments
the acquisition, in a consortium with Allianz, of 49% of Gas Connect Austria

7 More information can be found in the Appendix GmbH (GCA), employing a special purpose vehicle to secure joint control of

“Snam 5.p.A. subsidiaries, associates and equity AS Gasinfrastruktur Beteiligung GmbH, with equity stakes of 60% and 40%
investments at 31 December 2016" to the Notes . .
to the consolidated financial statements held by Allianz and Snam, respectively.
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GOVERNANCE AND COMPANY GOVERNING BODIES

Snam’s governance plays a crucial role in value creation dynamics. It helps to determine the conditions
for the Company to interact properly and adequately with its reference environment, in particular
by putting into practice the principles of integrity, transparency and compliance with internal and
external rules, with the ultimate aim of reconciling the interests of our various stakeholders.

The governance system reflects the ‘traditional’ model and is developed in accordance with the
applicable industry regulations (laws governing unbundling and listed companies), while also taking into
account national and international best practice.

Snam operates within the framework of the Universal Declaration of Human Rights, the fundamental
conventions of the ILO and the OECD Guidelines for Multinational Enterprises, and in compliance with
its own Code of Ethics, which is also a key element of the Organisational Model of Legislative Decree
231/2001.

(More detailed information on governance can be found in the document “2016 Report on corporate
governance and ownership structure”, which was published online at www.snam.it at the same time as
the Annual Report).

(More detailed information on remuneration can be found in the document "2017 Remuneration
Report”, which was published online at www.snam.it at the same as the Annual Report).

SNAM SHAREHOLDER STRUCTURE

Snam S.p.A.

CDP Reti S.p.A. (a)

CDP GAS S.rl. (b)

Romano Minozzi

Bank of Italy

Snam S.p.A.

Other shareholders

(a) CDP S.p.A. owns 59.10% of CDP Reti S.p.A.
(b) Company wholly owned by CDP S.p.A

Cassa Depositi e Prestiti (CDP), a financial institution controlled by the Ministry of Economy and
Finance, whose mission is to promote the growth and development of the Italian economic and
industrial system, is a major shareholder in Snam S.p.A.

At the end of 2016, based on entries in the Shareholders’ Register and other information gathered, CDP
Reti S.p.A. held 28.98% of share capital, CDP GAS S.r.l. held 1.12%, Bank of Italy held 0.53%, Snam

Snam today
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8  For further information on the characteristics of
the programme please refer to the Chapter “Snam
in 2016 - Main events” in this Report.

SNAM SHAREHOLDER STRUCTURE

S.p-A. held 0.85% in the form of treasury shares, and the remaining 68.52% was

in the hands of other shareholders.

The share capital as at 31 December 2016 consisted of 3,500,638,294 shares with
no indication of nominal value (unchanged from 31 December 2015), with a total
value of €2,735,670,475.56 (€3,696,851,994.00 as at 31 December 2015).The
€961,181,518.44 reduction is due to the effects of the partial and proportional
spin-off of Snam S.p.A. in favour of Italgas S.p.A., through the allocation of
52.90% of the equity investment held by Snam S.p.A. in Italgas Reti S.p.A.

As at 31 December 2016, Snam held 29,905,180 treasury shares (1,127,250 as
at 31 December 2015), equal to 0.85% of its share capital, with a book value of
about €108 million (€5 million as at 31 December 2015). The purchase, in the
2016 financial year, of 28,777,930 Snam shares (representing 0.82% of the share
capital) at a total cost of €103 million, was carried out pursuant to the share
buyback programme initiated by Snam on 7 November 2016, as a result of the
decision by the Shareholders’ Meeting of 1 August 20168.

SNAM SHAREHOLDERS BY GEOGRAPHIC AREA

Retail Investors CDP Gas Usa & Canada Rest of world
8.04% 1.12% 15.57% 5.45%
: : Company-Held Shares
N
‘— y/ \ |
Institutional Italy - Strategic
T ctors CDPReti UK & Ireland Investors *
56.11% 28.98% 13,02% 30.63%
Bank of Italy Company-Held Shares N Italy - Retail **
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J 0.85% / 12.24%
Continental Europe Italy — Institutional

18.27% N - 397%

(*) Italian Strategic Investors include Bank of Italy, CDP Reti, and CDP Gas.
(**) Italian Retail Investors include the shares held by Romano Minozzi (4.37%).

Membership and positions on the new Board of Directors, new duties and
tasks assigned to the Sustainability Committee

The Shareholders’ Meeting of 27 April 2016 appointed a new Board of Directors,
made up of nine directors who shall remain in office for three financial years,
with their terms of office expiring on the date of the Shareholders’ Meeting that
shall be called in 2019 to approve the financial statements of 31 December
2018.The majority of the directors are independent in accordance with the TUF
and the Code of Corporate Governance (five out of nine). Currently women are
represented on the Board of Directors by four out of nine members, a number
that is consequently greater than the minimum established by applicable laws

and regulations on gender balance (one third of members).
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CHANGE COMPARED WITH PREVIOUS OFFICE

Number of directors 9 9 12.3
Directors elected by the 3 (33.3%) 3 (33.3%) 2
minority

% the least-represented 33% 44.4% 29.4%

gender on the BoD

% of indipendent directors 56% 56% 57%
Average age of directors 56 53 57
Status of Chairman Non-executive Non-executive Non-executive 89.9%
Existence of lead indipendent no no 27.8%
director

DIRECTORS' TIME IN OFFICE IN THE BOD

P -

11%
4-6 years ,
foyeas

11%
9+ years

33% 45%
2-4 years p N 0-2 years

The Board is assisted by four committees. The Sustainability Committee was established in 2016,

consisting of three non-executive directors, two of whom are independent.

The Sustainability Committee has advisory functions and makes recommendations to the Board of
Directors regarding sustainability matters, which are understood to mean the processes, initiatives and
activities aimed at controlling the Company’s commitment to sustainable growth along the value chain.

Snam today



