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Summary data and information
APPLICABLE RATE FRAMEWORK AND PRINCIPAL DEVELOPMENTS
By means of Resolutions 514/2013/R/gas, 438/2013/R/gas and 531/2014/R/gas, the Authority defined

the tariff criteria for the fourth regulatory period, in force from 1 January 2014, for transportation and

regasification activities, and from 1 January 2015 for storage activities.

FOURTH REGULATORY PERIOD

4 years January 2014 December 2017
4 years January 2014 December 2017
4 years January 2015 December 2018

The following graphic shows the main tariff components for each of the regulated activities carried out
by Snam, based on the regulatory framework in force as at 31 December 2016. Further information
regarding major new rate developments that occurred in 2016, with respect to each business sector, is
provided in the chapter “Business segment operating performance — Tariff regulations” of this Report.

TRANSPORT REGASIFICATION STORAGE

31 December 2017 31 December 2017 31 December 2018

Revalued historical cost Revalued historical cost Revalued historical cost
Deduction of replacement costs

1
6.3% Year 2015 7.3% Year 2015 6.0% Year 2015 !
5.4% Years 2016-2017 (*) 6.6% Years 2016-2017 (*) 6.5% Years 2016-2018 (*) .
1
1
1
_______________________________________________________________ |
+1% for 7 years (regional +2% per 16 years 20% withholding for 8 years on
system expansion investments) (new terminals or expansion earnings higher than recognized
+1% for 10 years (national of the capacity of existing earnings generated by tender
system expansion investments) terminals >30%) procedures

+2% per 10 years (expansion
investments at points of entry)

WACC +1% on new investments WACC +1% on new investments Return on Investments

made after 31 December 2013 made after 31 December 2013 t-1 as regulatory time-lag

as regulatory time-lag compensation as regulatory time-lag compensation compensation (since 2014)
_______________________________________________________________ 1
2.4% - on operating costs 0% 1.4% - on operating costs (**)

(*) The rate of return on net invested capital (WACC) in force for the year 2016 was set by the Authority by means of Resolution 583/2015/R/com of 2 December 2015, “Rate of
return on invested capital for infrastructural services in the electricity and gas sectors: calculation and updating criteria”. The duration of the WACC regulatory period for infrastructure
regulations in the gas sector is set at six years (2016-2021), and a mechanism is provided for updating the rate at mid-period according to the prevailing situation.

(**) Approved by Resolution 27/2016/R/gas, published on 29 January 2016, in which the Authority gave final approval to the applicable revenue from storage activities for the
year 2015.

Summary data and information
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RESULTS

For purposes of the 2016 consolidated financial statements, the separation from Snam of the natural

gas distribution business, as a “separate major line of business of operations”, resulted in a separate

representation, as discontinued operations, of financial results and cash flows in the natural gas

distribution sector for the period 1 January - 6 November 2016, in accordance with IFRS 5 “Non-Current

Assets Held for Sale and Discontinued Operations”. The financial years used for comparison were

reclassified in a consistent manner. Consequently, this Report mainly shows and explains the results from

continuing operations.

The 2016 financial year ended with a Group net profit, which includes the contribution from

discontinued operations, of €861 million, a reduction of €377 million, representing a 30.5% reduction

from the 2015 financial year. In consideration of the discontinuity factors that characterised the 2016

financial year, Snam’s management decided that the representation of results on an adjusted basis

enables a better assessment of the performance of continuing operations and a greater comparability

of data and information.

ADJUSTED OPERATING PROFIT
(millions of €)

ADJUSTED OPERATING PROFIT - CONTINUING OPERATIONS
(millions of €)

10

11

863 826
-43%
1,496 1481 723 +19.4%
-1% _9_8% 1,336 /./ \‘\
2014 2015 2016 2014 2015 2016

The EBIT and net profit on an adjusted basis are

not result measures required by the IFRS. Those
performance measures (Non-GAAP measures) were
determined by excluding special items and, in order
to remove the distorting effects generated by the
application of IFRS 5, restoring in the results from
continuing operations intercompany transactions
vis-a-vis discontinued operations, in order to achieve
a representation of the results from continuing
operations as if discontinued operations had been
removed from the consolidation area. In order to
determine the EBIT and adjusted net profit and for
reconciliation with the respective reported results, see
the Chapter “Financial review - Reconciliation of EBIT
and net profit with adjusted EBIT and adjusted net
profit” on page 95 of this Report.

EBIT was analysed by isolating only the elements
that resulted in a change to that figure.To this end,
applying gas sector tariff regulations generates
revenue components that are offset in costs.
Those components mainly pertained to natural
gas interconnections and transfers carried out for
purposes of balancing the gas system
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Adjusted results for continuing operations™

Due to the soundness of operational management and rigorous financial discipline,
in 2016 Snam achieved results that were in line with expectations, given the
revision of the rate of return on invested capital for regulatory purposes (WACC)
to be applied to 2016. Adjusted EBIT"" totalled €1,336 million, a reduction

of €145 million, representing a 9.8% reduction from the 2015 financial year.

The reduction mainly reflects the impacts on revenue from the revision of the
WACC (-€114 million in total, -€134 million of which was the reduction posted

in the transportation sector that was partly absorbed by the increase posted in
the storage sector) and higher amortisation, depreciation and impairment losses
(-€75 million, representing 13.0%) due mainly to the entry into service of new
infrastructure and greater impairment losses of tangible assets.

In the instance of business sectors, the reduction in adjusted EBIT reflects
transportation sector results (-12.4%; -€144 million), which were partly offset by
the positive performance posted by the storage sector (+8.5%; +€27 million).
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Adjusted net profit from continuing operations was €826 million, a reduction of €37 million
(-4.3%) compared with the 2015 financial year. The reduction in the adjusted EBIT (-€145 million;
-9.8%) was only partly offset by the significant improvement in financial management (+€69 million,

representing 20.8%), which was mainly attributable to the reduction in average debt costs, as well as

lower income taxes (+€29 million; representing 7.4%) due mainly to a lower pre-tax profit.

The pro-forma adjusted net income of the continuing operations, obtained by applying Snam'’s

share, amounting to 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, amounts to €845 million.

Free cash flow
€ +1,707 million

Reduction of net
financial debt
-€2,723 million

2016 dividend
€0.21 per share

ADJUSTED AND PRO-FORMA RESULTS (millions of €)

861 -190 +210 -55

826 +19 845
. —

Reported Discontinued Reported Special  Special Item Adj. Adj. Proforma
Net Profit ~ Operation Net Profit 2016 Item Tax effect  NetProfit  Pro-forma  Net Profit
2016 Continuing Continuing 2016 2016
Operation Operation

Net financial debt was €11,056 million as at 31 December 2016, compared
with €13,779 million as at 31 December 2015. Cash flow from operating
activities (€1,627 million), together with cash flow from divestments, mainly
attributable to the consideration received for the transfer of the 38.87% equity
investment in Italgas Reti S.p.A. (€1,502 million, net after transferred cash and
cash equivalents), made it possible to fully finance requirements connected to
technical investments, equity investments and financial assets instrumental to
operating activities (€1,426 million in total) and to generate a free cash flow of
€1,707 million. After outlays connected to equity cash flow (€978 million) and
the effects of financial receivables with the Italgas Group, which resulted in a
total reduction of €2,009 million in the financial position, net financial debt was
reduced by €2,723, and was posted in the amount of €11,056.

Dividends

Thanks to its healthy results and solid business fundamentals, the Company will
propose a dividend of €0.21 per share to the Shareholders’ Meeting, to be
paid from 24 May 2017, confirming Snam’s commitment to an attractive and

sustainable remuneration to its shareholders.

Summary data and information
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Key financial figures

To improve the economic and financial review, in addition to conventional IAS/IFRS indicators and
financial statements, the Directors’ Report also contains reclassified financial statements and several
alternative performance indicators such as EBITDA, EBIT, adjusted EBIT, adjusted net profit and net
financial debt. The tables below, their explanatory notes and the reclassified financial statements
describe how these amounts were determined. Unless otherwise specified, definitions of the terms used
can be found in the glossary.

Continuing operations (a)

Total revenue (b) 2,578 2,627
- of which from regulated activities 2,480 2,502
Operating costs (b) 524 570
Adjusted EBIT (c) 1,496 1,481
Adjusted net profit - continuing operations (c) (d) 723 863
Adjusted net profit - discontinued operations (c) (d) 355 346
Adjusted net profit (c) (d) 1,078 1,209
Net profit - continuing operations (d) (e) 692 796
Net profit - discontinued operations (d) (e) 506 442
Net profit (d) (e) 1,198 1,238

(a) The results of the natural gas distribution segment, the business separated from Snam, were reported separately as discontinued operations on a single line in the income sta-
tement in accordance with the provisions of IFRS 5 “Non-current Assets Held for Sale and Discontinued Operations”. Consistently, the comparison periods were restated excluding

the contribution of the discontinued operations segment.

(b) The item includes the reinstatement of eliminations from intercompany transactions for discontinued operations.

(c) Non-GAAP measures determined excluding special items and, for the purpose of removing the distortive effects generated by the application of IFRS 5, allocating the elimi-
nation of the costs originating from discontinued operations to continuing operations. For the definition of EBIT and adjusted net profit, as well as the reconciliation with the
respective reported results, see the chapter “Financial review - Reconciliation of EBIT and net reported profit with adjusted EBIT and adjusted net profit”.

(d) Entirely attributable to Snam shareholders.

(e) From the income statement in the legally required format. See the section “Financial Statements” in the Notes to the consolidated financial statements.

Snam Annual Report 2016
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Net profit per share - continuing operations (a) (€) 0.204 0.227
Adjusted net profit per share - continuing operations (a) (€) 0.214 0.247
Net profit per share (a) (€) 0.354 0.354
Adjusted net profit per share (a) (€) 0.318 0.345
Group shareholders' equity per share (a) (€) 212 2.7
Pay-out (Dividends for the period/Group net profit) (b) (c) % 73.0 70.7
Adjusted pay-out (Dividends for the period/Group adjusted % 81.2 72.4
net profit) (b) (c)

Dividend yield (Dividend for the period/year-end official % 6.1 5.2
share price) (b) (c)

Price/Book value (Average official price per share/Group (€) 2.00 2.08

shareholders’ equity per share) (d)

(a
(b
(c
(d

demerger operation.

KEY BALANCE SHEET AND CASH FLOW FIGURES

) Calculated considering the average number of shares outstanding during the year.

) The 2016 amount (relating to the dividends) is estimated based on the outstanding number of shares as at 2 March 2017.
)

)

The values for years 2014 and 2015 relate to Snam Group's data, with reference to the scope of consolidation in the event of a separation transaction by Italgas.
The official average prices per share for 2014 and 2015 refer to the historical official average prices and do not take into account the price adjustment made following the

Technical investments 1,313 1,272
- continuing operations 954 879
- discontinued operations (*¥) 359 393
Net invested capital at 31 December 20,824 21,365
Shareholders’ equity including minority interests at 31 7172 7,586
December

Group shareholders’ equity at 31 December 7171 7,585
Net financial debt at 31 December 13,652 13,779
Free cash flow 297 771

(*) The values refer to the period 1 January - 6 November 2016.

Summary data and information
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KEY SHARE FIGURES

Number of shares of share capital (million) 3,500.60 3,500.60
Number of shares outstanding at 31 December (million) 3,499.50 3,499.50
Average number of shares outstanding during the year (million) 3,384.70 3,499.50
Year-end official share price (a) (€) 3,396 4,002
Average official share price during the period (a) (€) 3,488 3.721
Market capitalisation (b) (million) 14,383 16,973
Dividend per share (€ per share) 0.25 0.25
Dividends per period (c) (million) 875 875
Dividends paid in the period (d) (million) 507 875

(a) According to the definitions in Borsa Italiana S.p.A.'s “Corporate action manual” following the extraordinary transactions, in order to restore the continuity and comparability
of stock prices, an appropriate coefficient to adjust the historical series must be applied. Therefore, the official prices of Snam stock for the financial years presented were adjusted
using the “K adjustment factor”, established by Borsa Italiana at a value of 0.82538045.

(b) The product of the number of shares outstanding (exact number) multiplied by the year-end official share price. The values for the years 2014 and 2015 were calculated on
the basis of the historical official prices recorded at the end of the year (€4.11 and €4.85, respectively at the end of 2014 and 2015) and do not take into account the price
adjustments made following the demerger operation.

(c) The amount for 2016 was estimated on the basis of the number of shares outstanding at 2 March 2017.

(d) The dividend paid in 2014 refers to the balance of the 2013 dividend. Snam did not pay out any interim dividends in 2015 or 2016. The dividend paid in 2016 refers to the
pre-spin-off Snam Group.

Breakdown of added value

At Snam, sustainability and the creation of value are strongly connected concepts. Sustainability
creates value for the Company and stakeholders, and establishes a connection between the business
and corporate social responsibility. The Company produces wealth by contributing to the economic
growth of the society and environment in which it operates, and it measures this wealth in terms of
added value produced and distributed to its key stakeholders.

Snam calculates the added value taking inspiration from the standard prepared by the Gruppo di Studio
per il Bilancio Sociale (GBS) and the GRI - G4 guidelines.

The table below is useful for understanding the Group’s economic impact and makes it possible to read
the consolidated financial statements from the standpoint of stakeholders.

For this purpose, note that the calculation of the added value in 2016 was made restoring the
eliminations that originated from transactions involving discontinued operations to continuing
operations for each single income statement item. The values for the comparison years have been
recalculated accordingly.

In 2016, the gross global added value produced by Snam was equal to €2,518 million, an increase

of €89 million compared with 2015 (€2,429 million), in spite of the reduction in the net invested
capital remuneration rate - WACC provided by the Authority for 2016 which affected the operational
profitability of natural gas transportation activities.

Snam Annual Report 2016
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A total of 23.9% of the gross global added value produced by Snam was reinvested within the Group

(in line compared with 2015: -0.7%), and intended essentially for the amortisation and depreciation of

the intangible and tangible fixed assets used in the production process. With regard to the main reference
stakeholders, in 2016 the percentage of added value distributed to employees was stable (10.3%; +0.5%
compared with 2015), through direct remuneration composed of wages, salaries and severance pay and
indirect remuneration composed of social security contributions and staff-related service costs (canteen
services, reimbursement of travel expenses), while there was a reduction in the value destined for the Public
Administration through the payment of direct and indirect taxes (12.8%; -2.4% compared with 2015), due
to the reduction in the pre-tax result in 2016, as well as a reduction in the value distributed to shareholders
through the dividends distributed (28.7%; -7.3% compared with 2015) in consideration of the Italgas
separation transaction and by way of the lower number of outstanding shares following the buyback of
treasury shares by Snam under the share buyback programme launched in November 2016. With reference
to the value distributed to funders, equal to 24.2%, there was an increase of 9.9% compared with 2015 as

a result of the bond buyback operation implemented by Snam in 2016. Lastly, an amount of approximately
€2 million was designated for local communities (0.1% of the value generated) through donations and

sponsorship initiatives (€0.8 million) and environmental compensation pursuant to the law (€1.2 million).

DISTRIBUTION OF ADDED VALUE (GRI: G4-EC1)

Local comunities

0.1%
Snam Group
23.9% Shareholders
28.7%
Employees
10.3% Public
administration
Lenders 12.8%
24.2%

OPERATING PERFORMANCE

Technical investments

Technical investments for the period totalled €1,199 million (€1,272 million in 2015).

With reference to continuing operations, technical investments for the period totalled €906 million
(€879 million in 2015) referred mainly to the natural gas transportation (€776 million) and storage
(€117 million) business segments.

Infrastructure development and integration

The main investments for the development of new infrastructure mainly involved work for the reversal
of physical transportation flows at interconnection points with northern Europe (€181 million),
the upgrade of the transportation network from entry points in southern Italy (€40 million)

and the upgrade of the network and connection of new regional and national redelivery points (€119

Summary data and information
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million). A total of €73 million was invested in 2016 for the development of new storage fields and
upgrading capacity.

As a result of the work completed and disposals, the pipeline network in operation remained
essentially unchanged in terms of network km (-0.1% compared with 31 December 2015), while
installed capacity in compression stations increased by 45.7 MW (+5.2%). Available storage
capacity rose by 0.5 billion cubic metres, made available by the new Bordolano deposit, to a level of

12.0 billion cubic metres.

Maintenance of plant security and quality

Investments in projects aimed at maintaining plant security and quality totalled €336 million for
transportation and €33 million for storage.

In 2016, pipelines were regularly inspected by foot, vehicle and helicopter to detect hazardous
situations that could have had an impact on the integrity of the infrastructure, and an inspection was
carried out on the pipeline conditions by inserting smart devices in them to detect any defects.

CONTROL AND INSPECTION OF TRANSPORTATION ACTIVITIES

Network inspected using smart pigs (km)

1,950 1,315

Network inspected by helicopter (km) 15,700 16,330

12 Ratio of capacity
transferred to
available capacity
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In the area of storage, special attention was paid to the safety of systems and people. In addition to the
plant maintenance and improvements, which are constantly being made and are aimed at introducing
the best technologies available, specific software has been implemented for the optimum use of
deposits and wells, which thanks to the extensive experience and data acquired, enable the system

to achieve maximum performance while in compliance with the strict safety rules the company has

imposed on itself.

Interconnected transportation-storage capacity and network utilisation

The average transportation capacity provided in 2016 was 367.0 million cubic metres/day on average,
which was in line with 2015 (-1.24%), while transferred capacity totalled 266.4 million cubic metres/
day on average. Network saturation' was 72.6%, a decrease compared with 2015 (79.1%).

The number of active transportation users fell from 139 in 2015 to 136 (-2.2%). During the year, 45
connection agreements were entered into for the creation of new delivery/redelivery points.

Overall storage capacity, including strategic storage, was 16.5 billion cubic metres at 31 December
2016, an increase of 0.5 billion cubic metres over 2015, of which 12.0 was available capacity that was
fully transferred for the 2016-2017 thermal year, and the remaining 4.5 billion cubic metres was for
strategic storage.

There were 91 active storage customers (118 in 2015; -22.9%).



53

Business volume

+3.38 billion  The amount of gas introduced into the transportation system stood at 70.63

cubic metres of  billion cubic metres, representing an increase of 3.38 billion cubic metres (+5.0%)
gas injected into  compared with 2015. The increase is mainly due to the rise in demand for

the network  natural gas in Italy (+3.36 billion cubic metres compared with 2015; +5.0%), due
essentially to the greater consumption in the thermoelectric sector (+13.1%)
partly absorbed by the slight reduction in consumption in the residential and
tertiary sector (-0.4%) due essentially to weather conditions.

+0.42 billion  Volumes of gas moved through the storage system in 2016 amounted to 20.0
cubic metres  billion cubic metres, an increase of 0.42 billion cubic metres, or 2.1%, compared
of gas moved  with 2015.The increase was mainly attributable to higher withdrawals from
through the  storage (+0.30 billion cubic metres; +3.1%) due to the substantial use of
storage system  stocks by the operators during the last months of 2016, due mainly to weather
conditions and to higher injections to replenish stocks (+0.12 billion cubic

metres; +1.2%).

+0.18 billion  In 2016, 0.21 billion cubic metres of LNG were regasified at the Panigaglia
cubic metres of  (SP) LNG terminal (0.03 billion cubic metres in 2015 entirely regasified under
LNG regasified  the scope of the peak shaving service; +0.18 billion cubic metres), of which
0.043 billion cubic metres was under the scope of the natural gas integrated

regasification and storage service®.

Key operating figures
In conformity with IFRS 8 “Operating segments”, the operating segments were
defined on the basis of the internal reporting used by the Company’s management
for allocating resources to the different segments and for analysing the respective
performances. With reference to the natural gas distribution segment, on 7
November 20176 the separation of the natural gas distribution activities from Snam
took place, which involved the transfer of Snam S.p.A.’s entire equity investment
(100%) in Italgas Reti S.p.A. to Italgas S.p.A. (formerly ITG Holding S.p.A.). For the
purpose of Snam’s 2016 consolidated financial statements, the distribution segment
is no longer represented as an operating segment. Therefore, the operating figures
listed below relate to continuing operations (transportation, regasification and

13 The integrated storage and regasification service, storage, as well as data referring to corporate services).

introduced by Article 14, paragraph 1 of Decree-

Law 1 of 24 January 2012 and later governed

by the Ministerial Decree of 25 February 2016,

makes provision that the leading storage company

makes delivered quantities of gas equivalent

to LNG available to the user for the uniform

storage service, minus consumption and leaks,

by the end of the month after unloading. The

physical management of gas flows for redelivery

of gas in storage takes place by coordinating the

regasification and storage companies involved. For

more information about this service, please refer

to the section “Operating performance by business

segment - Regasification of Liquefied Natural Gas
(LNG)" of this Report.
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Natural gas transportation (a)

Natural gas injected into the National Gas 62.25 67.25 3.38 5.0
Transportation Network (billions of cubic metres) (b)

Transportation network (kilometres in use) 32,339 32,534 (26) (0.1)

Installed power in the compression stations (MW) 893.9 876.5 45.7 5.2

Liquefied natural gas (LNG) regasification (a)

LNG regasification (billions of cubic metres) 0.01 0.03 0.18

Natural gas storage (a)

Available storage capacity (billions of cubic metres) (c) 114 11.5 0.5 43

Natural gas moved through the storage system (billions 15.70 19.58 0.42 2.1
of cubic metres)

Employees in service at period end (number) (d) (e) 2,948 3,005 (122) (4.7)
by business segment:

- Transportation 1,874 1,918 (192) (10.0)
- Regasification 77 73 (2 (2.7)
- Storage 291 299 2 0.7
- Corporate and other activities 706 715 70 9.8

(a) With regard to 2016, gas volumes are expressed in standard cubic metres (SCM) with an average higher heating value (HHV) of 38.1 M}/SCM (10.572 kWh/SCM) and 39.1 M)/
SCM (10.805 kWh/SCM) respectively for natural gas transportation, regasification and storage activities.

(b) The data for 2016 was updated at 12 January 2017.The update of 2015 figures has been finalised, and figures are consistent with those published by the Ministry of Economic
Development.

(c) Working gas capacity for modulation, mining and balancing services, allocated in full as at 31 December 2016.

(d) Fully consolidated companies.

(e) The figures for 2015 include the staff transferred in 2016 to Italgas Group (207 people) following the separation transaction.

Number of employees
.

The number of employees in service at 31 December 2016 was 2,883 (3,005 at 31 December 2015), a

decrease of 122 (-4.1%) over the previous year. The average number of payroll employees for entities

included in the scope of consolidation at 31 December 2016 was 2,804 (2,808 in 2015).

On the one side 2016 featured significant organisational changes also related to the demerger of the

distribution business segment and, on the other side, the development of the employment mix, which

recorded the following dynamics over the course of the year:

m 177 employees joining, of which 141 were recruited from the market, and 36 others joining,
including 32 from non-consolidated companies and 4 returning from leave;

m 299 employees left the company, including 37 as a result of the termination of employment, 16
were terminated unilaterally, 241 transfers to non-consolidated companies and 5 other departures.

Snam Annual Report 2016
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With respect to the Group’s national distribution, 2,169 people are employed in the northern regions
of Italy, 204 in the central regions and 506 in the south. Furthermore, 4 individuals are permanently
employed abroad.

In 2016, note that from the perspective of industrial relations, continued relations with the unions,
nationally and locally, included around 105 meetings to analyse the business development projects and
share the effects on people resulting for the organisational changes made by the group and examine
them in more detail.

m As far as storage is concerned, according to the provisions of the EU Regulation, Resolutions
193/2016/R/gas and 312/2016/R/gas were applied, launching the new balancing regime as a result
of which storage companies also had to continuously manage 24-hour renomination cycles. Snam
Rete Gas also launched the new balancing scheme as a result of which its commercial dispatching
service will operate hourly renomination cycles continuously 24 hours a day known as “Aste Within
Day”.

m As far as the transportation business segment is concerned, meetings of the SmartGas project
technical committee, made up in equal measure of company and union representatives, continued
with the aim of analysing the technical aspects of the project and solving any problems.

m In 2016, GNL and the trade unions, nationally and locally, held various meetings aimed at sharing

and comparing subjects intrinsic to the regasification business

In January 2017, the renewal of the National Labour Agreement applied to the group for the three-year
period 2016 - 2018, was signed.

Supply chain management (GRI: G4-12)

In 2016, through the new organisational model, the supply chain function came under the Chief
Corporate Services Officer, who has the task of applying strategic sourcing methods, achieving savings
targets in line with business activities and maintaining an adequate group of suppliers.

Strategic sourcing plays a key role in identifying future purchasing policies and has a direct impact

on cutting costs. Starting with the gathering of procurement requirements over a five-year period,
anticipated spending is analysed and qualified in order to guide the purchase process and identify the
categories of “strategic” goods on which to focus attention.

In 2016 Snam directly provided work for around 660 companies, 388 of which belong to the small-
medium business sector (SME), concluding over 1,000 procurement contracts (in line with 2015), worth
a total of approximately €1.36 billion (+7.1% compared with 2015). Among the goods purchased the
most important material is steel (piping, connectors, etc.) which, in 2016, amounted to a supply of
approximately 15,200 tonnes.

95.6% of the procured concerns national businesses, and was distributed throughout the Italian regions
in line with the Company’s roots in the country.

At 31 December, the vendor list included 2,245 qualified suppliers, and around 400 suppliers were in the
process of being renewed or obtaining new qualifications. The supply chain was checked and monitored
with 15 audits during the qualification phase of critical suppliers, and 634 feedback reports collected

on services rendered by 185 suppliers. Additionally, 1,502 suppliers and sub-contractors were checked
with regard to the regularity of contributions, through 3,089 inspections which led to 87 irregularities
intercepted (2.8%). There were 40 provisions issued for non-compliance, including warnings, suspensions

and withdrawal of qualification.

Summary data and information



In the procurement of work, which is the most important category because it is related to core activities,
the suppliers considered critical (critical levels A and B) were all in possession of quality and environment
management systems certified with ISO 9001 and ISO 14001 standards. In 2016, the target of having all
(100%) of these suppliers in possession of OHSAS 18001 certification (occupational health and safety)
improved compared with 2015 when the figure already stood at 90%.

PROCUREMENT BY REGION AND MERCHANDISE CATEGORY

GEOGRAPHICAL BREAKDOWN PROCUREMENT IN ITALY (*) PROCUREMENT BY PRODUCT CATEGORY
Veneto
3.2% Other region
\ 4.3%
T N\
Z.USS‘;uany \\ Abruzzo
N\ 2.1%
Sid,ly N\ 4 Campania
2.2% \ \\\ // Fé,g% Goods
;iggonte N /. 18.3%
B 0 “ /
‘ Emilia Romagna
Marches I 17.5% Services
9.0% 38.7%

Friuli V.G. Labour
11.9% 43%
Lombardy .
33.3% s

(*) Figures on geographical breakdown are based on the administrative
headquarters of the suppliers.

PROCUREMENT BY BUSINESS SEGMENT

Regasification
Corporate 1%
15%

[
1
Transportation
73%
Storage
1%
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Accidents (GRI: G4-LA6)

Snam has managed, over time, to reduce accidents, both as far as employees are concerned and
contractor’s personnel, as evidenced by the accident frequency and severity index. The entire company,
starting from the top, is focused on workplace safety, to the point of it being a corporate objective for
executives and managers, on which part of the variable remuneration is based. There were 9 accidents
in 2016, none of them fatal.

ACCIDENTS AT WORK (No.)

Total employee accidents (*)

Total contract worker accidents

ACCIDENT INDICES

Employees and contract workers

Frequency index (*) 2.01 0.89
Severity index 0.1 0.06
Employees

Frequency index (*) 1.84 0.62
Severity index 0.1 0.03

Contract workers

Frequency index 213 1.07

Severity index 0.1 0.07

(*) The figure for 2015 was restated to take into account an accident that occurred during the year later declassified in 2016.

Frequency index: number of accidents at work resulting in absence of at least one day, per million hours worked.

Severity index: 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.

Summary data and information
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EMPLOYEE AND CONTRACT WORKER ACCIDENT GRAPHS

EMPLOYEE AND CONTRACTOR ACCIDENTS
AT WORK - FREQUENCY INDEX

EMPLOYEE AND CONTRACTOR ACCIDENTS
AT WORK - SEVERITY INDEX

2,01 0.10
0.06
0.89(*) 0.75 0.05
2014 2015 2016 2014 2015 2016

(*) The figure for 2015 was restated to take into account an accident that occurred

during the year later declassified in 2016.

Energy consumption

In 2016, Snam energy consumption totalled around 10,957 Tera joules (T)), an increase of +20.6%

over 2015.

The increase is partly attributable to the greater quantity of gas transported (+5% compared with

2015), but above all to the different transportation conditions that have seen an increase in quantities

of gas from North Africa (+65% compared with 2015) and a simultaneous reduction in quantities from
Northern Europe (-37%) and Russia (-5.6%).
The most heavily used energy source was natural gas, which covered 96.2% of total energy needs.

Other sources used are electricity (2.9%) and other fuels (diesel fuel, gasoline, LPG and heat), which

together are equivalent to 0.9%.

ENERGY CONSUMPTION DATA (GRI: G4-EN3)

ENERGY CONSUMPTION (TJ)

10,957

9,087

8,331

2014 2015 2016
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ENERGY CONSUMPTION BY ACTIVITY
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Greenhouse gas emissions (GRI: G4-EN15)

DIRECT EMISSIONS OF CO,,, — SCOPE 1 (10°T) (*)

TOTAL DIRECT GHG EMISSIONS - SCOPE 1 (KT COZEQ)

1,350 1,373 1,439

2014 2015 2016
(*) €O,,, 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 2016 direct CO,, . emissions were equal to approximately 1.44 million tonnes. Direct CO, emissions
from combustion were equal to approximately 0.6 million tonnes, while CQ,,, emissions from methane
stood at approximately 0.84 million tonnes. In 2016 natural gas emissions fell by -3% compared with
2015, going from 49.7 Mm3 to 48.2 Mm3.This decrease is partly due to the lower emissions recorded
in 2016 and partly to the emission reduction initiatives conducted under gas transportation activities,
in which measures that involve the recovery of gas through recompression on line and in compression
stations were implemented (4.5 million cubic metres of natural gas recovered, equal to 77,780 tonnes
of CO,,, +25% compared with the figure of 3.3 million cubic metres in 2015).

At the start of the third regulatory period (2013-2020), the greenhouse gas emission authorisation
system, previously governed by Legislative Decree 216/2006, was updated and modified by Legislative
Decree 30 of 13 March 2013, effective from 5 April 2013. According to the new provisions, the main
aim of the decree was to update laws on greenhouse gas emission authorisations and to continually
reduce free emission allowances. The allowances will be assigned to each plant on a gradually
decreasing basis, and will no longer be constant (as in the second regulatory period), and will also
depend on the actual functionality of the plants.

In 2016, the Snam Group's total CO, emissions, certified by an accredited body according to the
provisions of the competent national authority, amounted to approximately 0.550 million tonnes, out
of total annual allowances of approximately 0.207 million issued by the Ministry for the Environment,
Land and Sea (negative balance of 0.343 million allowances). This deficit is offset by the allowances
already present in the registers for Snam Group plants, accumulated thanks to the surplus from
previous years.

Summary data and information
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PLANTS SUBJECT TO ETS DIRECTIVE

Transportation 1 Gas compression stations in Enna, Gallese, Istrana, Malborghetto, Masera,
Melizzano, Messina, Montesano, Poggio Renatico, Tarsia, Terranuova
Bracciolini

Storage 8  Storage gas compression stations in Cortemaggiore, Fiume Treste,

Minerbio, Ripalta, Sabbioncello, Sergnano, Settala and Bordolano

Regasification 1 Liquefied natural gas plant in Panigaglia

CO, EMISSIONS FROM ETS PLANTS (GRI: G4-EC2)

CO, EMISSIONS ETS PLANTS (10° t)

0.55
0.44
0.40
0.24
0.21
2014 2015 2016
—@— Certified emissions ~—M— Shares
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14 The price was adjusted following the operation
separating Italgas from Snam according to the de-
finition in the “Corporate action manual” of Borsa
Italiana S.p.A., which provides that, in the case
of extraordinary transactions, in order to restore
the continuity and comparability of stock prices,
an appropriate coefficient to adjust the historical
series must be applied. Therefore, all the official
prices of Snam stock for the financial years before
the effective date of the separation operation
(7 November 2016) were adjusted using the “K

adjustment factor”, established by Borsa Italiana at

a value of 0.82538045.
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SNAM AND THE FINANCIAL MARKETS

European stock market trends were mainly downwards in 2016. In the first
half-year a sharp fall was recorded, penalised by the deterioration of economic
prospects and oil prices at their lowest for 10 years, as well as fears generated by
the result of the Brexit referendum.

In the second part of the year share indices partly recovered both on account of
the recovery in oil prices, supported by the possibility of an agreement between
the major global producers for a freeze on production levels, and the confirmation
of accommodating monetary policies by central banks. In the last part of the year
the political uncertainties generated by the American elections increased market

volatility.

The STOXX Europe 600 index ended 2016 down 1.2% compared with the end of
2015, while the national FTSE MIB index recorded one of the worst performances
at European level (-10.2%), burdened particularly by the under-performance of
bank stock as a result of the difficulties encountered in solving the outstanding
receivables problem. The STOXX Europe 600 utilities index ended 2016 down
8.9%, adversely affected by the prospect of interest rate increases; internally, the

performance of regulated companies was above average (-4.6%).

Snam share performance
Snam shares closed 2016 at an official price of €3.923, down 1.97% from the
price of €4.002 recorded at the end of the previous year'™.

The stock increased in the first half-year, reaching its historical maximum on

30 March (€4.56, adjusted price), supported by a clear and stable regulatory
framework, the product of the regulatory revision which concluded in December
2015, solid company fundamentals, confirmed by the 2015 annual results and
by the presentation on 29 June 2016 of the Italgas demerger transaction and the
2016-2020 Strategic Plan, both well received by the financial community.

The trend was reversed in the second half of the year, caused by the downgrading
of the Italian economic growth estimates and a recovery in interest rates from
September. Over the course of the year the stock, however, over-performed both
in its reference sector and on the Italian market, as evidence of the way investors
welcome the sound business model of the Company and a strategy that envisages

sustainable returns in the long term.

Summary data and information
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SNAM - COMPARISON OF PRICES OF SNAM, FTSE MIB AND STOXX EUROPE 600 UTILITIES (1 JANUARY 2016 - 31 DECEMBER 2016)
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SNAM e FTSE MIB e Stoxx Europe 600 Utilities

Relations with the financial community and investor relations policy

Snam'’s communications policy has always focused on an ongoing dialogue with the entire financial
community. The Company’s goal is to establish a relationship of trust with shareholders, investors,
analysts and all financial market operators, and to provide them with regular, complete and prompt
information to ensure an excellent understanding of the Group’s performance and strategy.

An active policy of engaging investors, supported by clear and transparent communications, contributes
to the enhancement of the Company’s reputation, and Snam considers this a strategic factor in
creating value in terms of shareholder satisfaction, understanding their expectations concerning
corporate governance and enhancing the knowledge of all stakeholders who are called upon to make
decisions that impact the Company.

This communications policy takes the form of many economic and financial publications concerning
business performance and sustainability developments, in addition to ongoing meetings and events,
which throughout 2016 included the following:

m 17 roadshows to meet shareholders and institutional investors in the major financial centres of
Europe and North America;

m 3 industry conferences allowing investors specialising in the utilities and infrastructure sectors to
meet the Company’s senior management;

m 77 one-to-one meetings between management and investors, in addition to numerous group
meetings (20);

m conference calls upon the publication of the Company’s results (annual, semi-annual and quarterly)
and the presentation of the Business Plan.
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Inclusion of Snam stock in sustainability indices

In 2016, for the eighth consecutive year, Snam stock was again included by RobecoSAM (one of the
most important sustainability rating agencies at global level) in the Dow Jones Sustainability World
Index, the main international equity index formed on the basis of the performance of companies in the
area of economic, social and environmental sustainability. In January 2017, for the third consecutive
year, RobecoSAM placed Snam in the Silver Class of the Sustainability Yearbook 2017, a distinguished
group of companies, which in the industrial sector concerned includes companies with a high score in

terms of sustainability.
Reconfirmation also took the form of inclusion in the prestigious FTSE4Good index, which the
Company has been in since 2002. Snam was also included for the fourth consecutive year among the

highest scorers of CDP.The Company was also included in the A List, the highest score of the CDP
evaluation model, which in 2016 was only awarded to 193 companies globally.

Lastly, Snam stock is included in the two MSCI World ESG and MSCI ACWI ESG indices.

Snam stock is also included in the following sustainability indices:

ﬁ Member 2015/2016.

Corporate S
€10 STOXX
AT 4%
SUSTAINABILITY STODK MDEX ESG LEADERS INDICES

rated by UL e 1y Sotanabn
oekom rle|s|elalric h

Wy vy FTSE

VIgeQuiris
iNoices WORLD 120

ECPI ITALIA SRI ETGLOBAL
INDEX SERIES INDUSTRY LEADER 2016
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Long term
79%

Bank Loans
20%

Debt management and credit rating

At 31 December 2016, the Group’s net financial position was €11,056 million, resulting from a financial
debt of €11,090 million and liquid assets of €34 million. Snam’s goal is to achieve a debt structure
consistent with business requirements in terms of loan term and interest rate exposure.

On the debt side, the separation of Italgas, effective from 7 November 2016, led to a reduction in
Snam'’s debt of approximately €3.6 billion and a cash-in for the Company of approximately €3.2 billion,
net of approximately €0.4 billion in EIB funding relating to Italgas projects transferred to the latter.
Following this transaction, Snam recalibrated and redesigned its liabilities structure.

In this context, the Company successfully concluded a liability management transaction, the largest

to date in Europe, through the buyback on the bond market for a total value of approximately €2.75
billion, with an average coupon of approximately 3.3% and a remaining term of around 3 years, and
the simultaneous issue of two new bond loans for a total of €1.75 billion, with an average coupon of
0.625% and an average maturity of around 8.3 years.

Additionally, in 2016 Snam extended by one year the terms of the syndicated loan of €3.2 billion at
the same cost conditions. The two syndicated bank lines, amounting to €2.0 billion and €1.2 billion,
shall expire in 2019 and 2021, respectively. In addition Snam reduced the amount of bilateral bank
loans compared with 31 December 2015 by around €1 billion; and renegotiated the terms of existing
agreements extending the term by two years and improving the cost conditions applied.

These transactions on both the banking and bond market made it possible to optimise medium- and
long-term debt maturities by extending their average term and creating conditions for a reduction in

average borrowing costs.

Short term
21%

/ Floating rate

36%

Fix rate
64%

EIB Loans
11%
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At 31 December 2016, Snam had unused long-term committed credit lines totalling around €3.2
billion. In addition, Snam as at 31 December 2016 entered into a Euro Medium Term Notes (EMTN)
Programme which allows for the issuance, by 30 September 2017, of bonds for a maximum amount of
€2.5 billion™.

The separation of Italgas did not change the Company’s credit rating, which remains at investment grade,
with a rating of BBB from Standard & Poor’s, Baa1 from Moody’s and BBB+ from Fitch. Snam’s long-term
rating by Moody'’s and Standard & Poor’s is a notch higher than that of Italian sovereign debt.

STANDARD

2 . .
Mooby’s 8POOR'S FitchRatings

LATEST UPDATE LATEST UPDATE LATEST UPDATE

LONG-TERM LONG-TERM LONG-TERM
DEBT RATING DEBT RATING DEBT RATING

SHORT-TERM SHORT-TERM SHORT-TERM
DEBT R ATING DEBT R ATING DEBT R ATING

15 Considering, also, the additional bond issues made
in January and February 2017, for a total nominal
value of €800 million, the Programme allows for
the issuance of bonds for a maximum amount of
approximately €1.7 billion.

Summary data and information



