Snam is Europe'’s leading operator in the creation

and integrated management of natural gas infrastructure.
It facilitates the conditions for fair-priced energy

by efficiently managing the gas system, developing
infrastructure and offering integrated services

for the market. It promotes the integration

of the European networks, including through strategic
partnerships with major operators in the sector

along the continent’s main energy corridors.

Snam follows an ethical and socially responsible business
model that is capable of generating value for both the
Company and the communities in which it operates,
based on renowned professionalism and transparent
dialogue with all its stakeholders, while respecting
the environment and the local area. A clear and
sustainable long-term development strategy,

based on one of the most substantial investment
programmes in Italian industry, has enabled

the Company to attract Italian and foreign capital,
boosting growth and employment.

With around 3,000 employees, Snam is active

in natural gas transportation, storage and regasification.
It manages a national transportation network
encompassing more than 32,000 kilometres,

nine storage sites and one regasification plant.



Introduction

This report (the “Report”) provides information — for the 2016 financial year unless expressly indicated

otherwise — on the corporate governance system and ownership structure of Snam S.p.A.

The Report consists of four Sections, which aim to provide the following information:

Section | - Presentation of the Company;

Section Il - Information on the ownership structure;

Section Ill - Structure of the corporate governance system adopted by the Company; and
Section IV - Summary tables.

The Report is preceded by an Executive Summary that describes the key components of the corporate

governance system.

The Report was drawn up in consideration of:

the Consob document “Report on corporate governance of Italian listed companies 2016";

the 2016 Assonime report “La Corporate Governance in Italia: autodisciplina, remunerazioni e comply-
or-explain” (Corporate Governance in Italy: Compliance, Remuneration and Comply or Explain);

the The European House — Ambrosetti Final Report 2016 “L'Osservatorio sull’Eccellenza dei Sistemi di
Governo in Italia” (Observatory of the Excellence of Governance Systems in Italy); and

the format for the Report on Corporate Governance and Ownership Structure set out by Borsa Italiana
(VI edition of January 2017). The Borsa Italiana format is available here:

(http://www.borsaitaliana.it/comitato-corporate-governance/documenti/format.htm).

The Report is published in the “Governance and Conduct” section of the Company’s website.

1

Pursuant to Article 123-bis, paragraphs 1, 2 and 3 of Legislative Decree No. 58 of 24 February 1998.
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Executive Summary

CORPORATE GOVERNANCE

SHAREHOLDERS' Rt e e R
MEETING

Board

of Directors Auditors

Board of Statutory

External
Auditors
(EY S.p.A)

Compensation
Commitee

Appointments
Commitee

MAIN COMPANY HIGHLIGHTS

Control, Risk
and Related-Party
Transactions
Commitee

Sustainability
Committee

Total revenue (a) 2,516 2,554 2,501
EBIT (a) 1,454 1,427 1,293
Net profit — Continuing operations (b) 692 796 591
Group net profit (b) 1,198 1,238 861
Net debt 13,652 13,779 11,056
Market capitalisation at 31/12 (c) 14,383 16,973 13,614
Employees (d) 6,072 6,303 2,883
Sector Utility

(a) The amounts refer to continuing operations (transportation, regasification and storage, corporate), The results of the natural gas distribution segment, the business separated from
Snam, have been recognised separately as discontinued operations on a single line of the income statement, pursuant to accounting standard IFRS 5 - Non-current Assets Held for sale
and Discontinued Operations, Accordingly, the comparison periods have been restated to exclude the contribution of the discontinued segment.

(b) Entirely attributable to Snam'’s shareholders.

(c) The number of outstanding shares (actual number) multiplied by the official price per share at year-end, The amounts for 2014 and 2015 were determined on the basis of the official
historical prices recorded at year-end (€4,11 and €4,85 respectively at the end of 2014 and the end of 2015) and do not include price adjustments carried out after the demerger.

(d) Relating to continuing operations (transportation, regasification and storage, corporate).
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SHARE PERFORMANCE, 2014 - 2016
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SHAREHOLDER STRUCTURE AND REPRESENTATION AT 31 DECEMBER 2016

COMPOSITION OF SHAREHOLDER STRUCTURE

Minozzi CDP Gas
437% 1.12%
N " CDP Reti

etail investors 28.98%

8.04%

SHAREHOLDING GEOGRAPHICAL BREAKDOWN

Treasury shares
Rest of world

Bank of Italy
0.53%

Treasury shares
0.85%

Institutional
investors
56.11%

OTHER CHARACTERISTICS OF THE SHAREHOLDER STRUCTURE

0.9%

5.4%
-' Italian strategic
USA and Canada shareholders*
15.6% 30.6%
UK and Ireland Italian retail
13.0% investors**
12.2%
Italian
Continental Europe institutional investors
18.3% 4.0%

*  The Italian strategic shareholders include Banca d'ltalia, CDP Reti and CDP Gas.
**  The Italian retail investors include the equity investment of Romano Minozzi (4.37%).

Shareholder agreement

Majority voting

No

Equity held by senior management

Yes

Equity threshold for the submission of lists

Yes

Equity held by Italian institutional investors

Yes

Equity held by foreign institutional investors

Yes

*  See Section II, Point 8 of the Report.
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COMPOSITION OF THE BOARD OF DIRECTORS

STRUCTURE OF THE BOARD OF DIRECTORS

Carlo Malacarne Chairman Non-executive M
Marco Alvera CEO Executive M
Sabrina Bruno Director Independent (pursuant to TUF/Code) m v C
Monica de Virgiliis Director  Independent (pursuant to TUF/Code) M C
Francesco Gori Director Independent (pursuant to TUF/Code) m C
Yunpeng He Director Non-executive M v
Lucia Morselli Director Independent (pursuant to TUF/Code) M v
Elisabetta Oliveri Director  Independent (pursuant to TUF/Code) m C v
Alessandro Tonetti Director Non-executive M v v
CRRPTC: Control, Risk and Related-Party Transactions Committee;
CC: Compensation Committee;
AC: Appointments Committee; DIRECTORS’ TIME IN OFFICE IN THE BOD
SC: Sustainability Committee;
M: Majority list, to be intended as the list from which the majorit
of 'ghel d);r;.ctors well'e drawn; I o o 4-6 years
m: minority list, to be intended as the list form which the minority 11% 9+ years
of the directors were drawn; 11%
C: Chairman. ’\
2-4 years
33%
0-2 years
45%
% OF BUSINESS EXPERTISE COMPARED
WITH LEGAL AND FINANCE EXPERTISE
33%
DIRECTORS' EXPERTISE
66%
55%
77% 33% 33% 33%
I I 22% I 22%
. . Sector Strategy Finance Legal Risk HR International
B Business W Legal and Finance experience Management Development  experience
CHANGE COMPARED WITH PREVIOUS OFFICE
Number of directors 9 9 123 *
Directors elected by the minority 3(33.3%) 3(33.3%) 2*
% of the least-represented gender on the BoD 33% 44.4% 29.4% *
% of independent directors 56% 56% 57% *
Average age of directors 56 53 57 *
Status of Chairperson Non-executive Non-executive ~ Non-executive 89.9% **
Existence of lead independent director no no 27.8% ***

The European House - Ambrosetti S.p.A., L'osservatorio sull’eccellenza dei sistemi di governo in Italia, 2016 edition. The data refer to the 2015 financial year and are taken
from public sources, such as the 2015 separate financial statements and the Report on Corporate Governance published in spring 2016.
Assonime — La corporate Governance in ltalia: autodisciplina, remunerazione e comply-or-explain (2016). The 2016 survey includes 227 Italian companies, listed as at 31 December
2015, for which Reports were available at 15 July 2016. The figure refers to the average number of companies in the FTSE MIB in which the Chairperson is not Chairperson and CEO.
Assonime, op. cit., the figure refers to the average number of companies in the FTSE MIB that declare that they have appointed a Lead Independent Director.
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FUNCTIONING OF THE BOARD OF DIRECTORS

NUMBER OF BOARD MEETINGS RATE OF ATTENDANCE AT BOARD MEETINGS

933% | 92% 97.5% [ 94%

2014 2015 2016 2014 2015 2016

B Snam B FTSE MIB* B Snam B FTSE MIB*

*  The European House - Ambrosetti S.p.A., L'osservatorio *  The European House - Ambrosetti S.p.A., L'osservatorio
sull’eccellenza dei sistemi di governo in Italia, 2016 sull’eccellenza dei sistemi di governo in Italia, 2016
edition. The data refer to the 2015 financial year and edition. The data refer to the 2015 financial year and
are taken from public sources, such as the 2015 separate are taken from public sources, such as the 2015 separate
financial statements and the Report on Corporate financial statements and the Report on Corporate
Governance published in spring 2016. Governance published in spring 2016.

NUMBER OF COMMITTEE MEETINGS AND RATE OF ATTENDANCE BY DIRECTORS

Presence of

Committee Number of meetings Rate of attendance independent members
Compensation Committee 10 100% 100%
EZ:::ilétiiZk and Related-Party Transactions 12 96.6% 91.66%
Appointments Committee 9 100% 100%
Sustainability Committee 4 91.67% 91.67%

DIRECTORS WHO HOLD POSITIONS AS DIRECTOR OR STATUTORY AUDITOR IN OTHER SIGNIFICANT COMPANIES PURSUANT
TO THE CODE OF CORPORATE GOVERNANCE

Financial, banking and insurance companies

Group Other listed companies and those of significant size
companies  Non-executive Independent Statutory Non-executive Independent Statutory
director director auditor director director auditor
Sabrina Bruno - - - - - 2 _
Monica de Virgiliis - - 1 - - - -
Francesco Gori - 1 - - 1 - -
Yunpeng He - 2 - - 1 - -
Elisabetta Oliveri - - 1 - - 1 R
Alessandro Tonetti - 1 - - - - -

ANNUAL BOARD EVALUATION PROCESS

Board evaluation process completed Yes
Evaluator Self-assessment with the support of an advisor
Self-assessment methods Interviews and questionnaires

Snam Report on Corporate Governance and Ownership Structure for 2016



REMUNERATION

NUMBER OF MEETINGS OF CONTROL
AND RISK COMMITTEE

RATE OF ATTENDANCE OF CONTROL
AND RISK COMMITTEE MEETINGS

2014 2015 2016 2014 2015 2016
® Snam m FTSE MIB ® Snam m FTSE MIB
SHORT-TERM INCENTIVE SYSTEMS (STI) LONG-TERM INCENTIVE SYSTEMS (LTI)
No Yes
Existence of a short-term s  Existence of a long-term incentive system
incentive system
LTI Vehicles
Existence of a bonus cap v
Cash
Financial instruments v
STI PARAMETERS FOR THE CEO LTI PARAMETERS FOR THE CEO
Weight Weight
Free Cash Flow 30%  Ebitda 60%
Investments 30%  Adjusted net profit 30%
Operating efficiency 30%  Sustainability 10%
Sustainability 10%

THEORETICAL PAY MIX FOR THE CEO

Minimum 100%

Maximum 27%

17%

56%
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INTERNAL CONTROL AND RISK MANAGEMENT SYSTEM

COMPOSITION OF THE CONTROL, RISK AND RELATED-PARTY TRANSACTIONS COMMITTEE

Independent Executive/non-executive
Elisabetta Oliveri (Chairwoman) v Non-executive
Sabrina Bruno v Non-executive
Lucia Morselli v Non-executive

NUMBER OF MEETINGS OF CONTROL, RISK
AND RELATED-PARTY TRANSACTIONS COMMITTEE

RATE OF ATTENDANCE OF CONTROL, RISK
AND RELATED-PARTY TRANSACTIONS COMMITTEE

95% | 95%

94.5% [ 93%

2014 2015 2016 2014 2015 2016

® Snam m FTSE MIB* ® Snam m FTSE MIB*

*  The European House - Ambrosetti S.p.A., L'osservatorio *  The European House - Ambrosetti S.p.A., L'osservatorio
sull’eccellenza dei sistemi di governo in Italia, 2016 edition. sull’eccellenza dei sistemi di governo in Italia, 2016 edition.
The data refer to the 2015 financial year and are taken The data refer to the 2015 financial year and are taken
from public sources, such as the 2015 separate financial from public sources, such as the 2015 separate financial
statements and the Report on Corporate Governance statements and the Report on Corporate Governance
published in spring 2016. published in spring 2016.

COMPOSITION OF THE BOARD OF STATUTORY AUDITORS

Statutory Auditors Post Ind.** M/m* Otbher positions
Leo Amato Chairman v M 44
Massimo Gatto Standing v m 4
Maria Luisa Mosconi Standing 4 M 10
Maria Gimigliano Alternate v M N/A
Sonia Ferrero Alternate v m N/A

*

M: Majority list, to be intended as the list from which the majority of the statutory auditors were drawn;

m: minority list, to be intended as the list from which the minority of the statutory auditors are drawn.

**  Independent in accordance with the TUF and the Code of Corporate Governance.
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NUMBER OF MEETINGS OF THE BOARD RATE OF ATTENDANCE OF THE BOARD
OF STATUTORY AUDITORS OF STATUTORY AUDITORS

9444% 94.12% 95.24%

m 2014 m 2015 m 2016 m 2014 m 2015 m 2016

KEY ELEMENTS OF THE INTERNAL CONTROL AND RISK MANAGEMENT SYSTEM

Presence of Risk Management function

Existence of Risk Management plan

If yes, has the plan been discussed with the Committee?

Presence of succession plans (in relation to Management)

Preparation of specific Compliance programmes
(Antitrust, Anti-corruption, Whistleblowing, etc.)

MAIN RISKS

Monitoring and discussion with the main institutions responsible.
Regular review of the operational model in terms of health, safety

Regulatory change and the environment. Update of 231 Model and the Code of Ethics.
(regulatory, legal and [ | Analysis of adaptation to the latest version (July 2015)
non-compliance context) of the Code of Corporate Governance of Borsa Italiana

and to corporate governance best practice. Anti-corruption monitoring.
Monitoring of updates to corporate policies

Ongoing checks and monitoring and communication initiatives

82?;222gbrrlzzkdown H H aimed at providing informatior) about the presence of infrgstructgre
etc) ' ’ and the measures to be avoided/put into practice by third parties

’ so as not to damage it
Rating risk B Ongoing monitoring of ratings indicators
(downgrading) and activation of new lines if necessary

Rising scale
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SUSTAINABILITY

A
5 r——— - - - - - - - - - — - — — " IMPORTANT ISSUES
% | | = Diversity and egual
< Creation of opportunities
X | _ sustainable value | g I;elalthy work/life
& | Climate change ‘ | alance
2 ‘ Protection of Land m Human rights
g | andbiodiersity | g Reputation and brand
@ | | Soi, subsoil and
E stratum protection
g | | w Water management
o . .
a Fight against m Waste management
E | . corruption . Risk and crisis | m Sound emission
| Transparency management |
| in management |
Protection
| " of the air . . Corporate Governance |
Management i
| ‘Technological | Economic/
| innovation | Governance
. Relations with
| Regulatory |
Authority
| I
S |
Environmental
Importance for the company
METHANE EMISSIONS/NETWORK KM NOx EMISSIONS/ENERGY USED
0.80 t/km 0.060
0.056
073 0.72 0.050
0.66 0.040
0.040
0.60 0.030
2014 2015 2016 2014 2015 2016
= activity — kg
SAFETY AT WORK - ACCIDENTS AT WORK -
FREQUENCY RATE FOR EMPLOYEES AND CONTRACTORS
2.01
2
1 0.89
0.76
0
2014 2015 2016
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ALLOCATION OF THE VALUE-ADDED

Value-added produced (A) 2,445 2,429 2,518
Value-added distributed (B) 1,907 1,831 1,917
Employees 241 238 260
Local communities 3 2 2
Donations and sponsorship 1 1 1
Legal compensation for environmental damage 2 1 1
Lenders (Bond holders and Banks) 377 347 610
Shareholders 875 875 722
Public administration 411 369 323
Direct taxation 394 357 308
Indirect taxation 17 12 15
Value-added retained by the Company (A) - (B) 538 598 601

ALLOCATION OF THE VALUE-ADDED (%)

Snam Local communities
23.9% 0.1%

Shareholders
28.7%

Employees
10.3%
Public

administration
Lenders 12.8%
24.2%
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