Business segment
operating performance

NATURAL GAS TRANSPORTATION

KEY PERFORMANCE INDICATORS

Natural gas transportation

Financial
Year First half

2015 (millions of €) Change % Change
2,145 Total revenue (*) (94) (8.7)
2,094 Regulated revenues (*) (78) (7.4)
182 - of which revenues offset in costs (12) (12.0)
485 Operating costs (*) (26) (10.8)
1,765 EBIT (76) (12.9)
693 Technical investments 41 14.7
328 - of which with a greater return (**) 28 21.7
365 - of which with a basic return 13 8.7
25 el g
32,534 Gas transportation network (kilometres in use) 90 03

9,630 - of which national network (1)
22,904 - of which regional network 91 0.4
877 Installed power in the compression stations (MW) 24 2.8
1,918 Employees in service at year end (number) 50 26

(*) Before consolidation adjustments.

(**) They include the WACC flat-rate increase to offset the regulatory lag (+1% compared with the basic WACC equal, respectively to 6.3% for 2015 and 5.4% for 2016).

(***) The figures for the first half of 2016 are up to date at 4 July 2016. The figures for the first half of 2015 are definitively up to date and consistent with those published by the
Ministry of Economic Development.

Results

Total revenue amounted to €986 million, down by €94 miillion, or 8.7%, compared with the first half

of 2015 (€1,080 million). Total revenue, net of components offset in costs®, amounted to €898 million,

down by €82 million, or 8.4%, compared with the corresponding period of the previous year.

Revenue from regulated activities amounted to €969 million, largely related to fees for the natural gas

transportation service (€953 million) and €16 million related to income from natural gas sales made

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

offset in costs, amounted to €881 million, down by €66 million, equal to 7.0% compared with the first

half of 2015. The reduction is essentially due to the rate adjustment mechanisms (-€ 109 million) and,

specifically, to the updating of the invested capital return rate which went from 6.3% in 2015 to 5.4%

in 2016, partly offset by the contribution from investments made in 2014 (+€39 million).

8  The main revenue items offset in costs relate to sales of natural gas carried out for the purposes of balancing the gas system, modulation and

interconnection.
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16 Natural gas transportation

Non-regulated revenues (€17 million) fell by €16 million compared with the first half of 2015.
The reduction is mainly due to lower income from sales of natural gas no longer a part of operations
(-€20 million).

EBIT amounted to €515, down by €76 million, or 12.9%, compared with the first half of 2015.

The reduction was due to lower revenues (€82 million, net of items offset in costs) and greater
amortisation and depreciation (-€8 million, 3.2%) following the entry into service of new
infrastructures, partly offset by the reduction in operating costs (+€14 million, -10%) mainly due to
lower withdrawals for natural gas sales.

TECHNICAL INVESTMENTS

Fi ial
e First half
2015 (millions of €) 2015 Change % Change
Type of investment Greater return (%) (*)
249 Develc.)pment of new import 0% 98 10 102
capacity
Development of the national 10% 1
network
D f th i
79 evelopment of the regional 10% 31 17 548
network
365 Replacement and other 149 13 8.7
693 278 41 14.7

(*) Compared with an actual pre-tax WACC equal, respectively to 6.3% for 2015 and 5.4% for 2016, to which the 1% for offsetting the regulatory
lag must be added.

Technical investments amounted to €391 million in the first half of 2016, up by €41 million
(+14.7%) compared with the corresponding period of the previous year (€278 million). The
investments were classified in accordance with Resolution 514/2013/R/gas of the Electricity, Gas
and Water Authority (hereinafter "AEEGSI” or the “Authority”), which identified various categories of
projects with different rates of return.




Natural gas transportation

The main investments for the development of new transportation capacity on the National
Network to bolster import and export capacity, for which a higher return of 2.0% (€108
million) is projected, concern the following:

m as part of the initiative to support the market in the north-west of the country and to make it
possible to reverse the physical transportation flows at the interconnection points with northern
Europe (€85 million) in the Pianura Padana area: (i) the continuation of the reconnection
construction works and the Zimella-Cervignano natural gas pipeline complementary works; (ii)
the continuation of the main construction works for upgrading the Poggio Renatico Station; (iii)
the continuation of the major construction works for the new Minerbio hub; (iv) the continuation
of the operations for the supply of turbochargers for the new Sergnano and Minerbio stations;

m as part of the projects to upgrade the transportation network from the entry points in southern
Italy (€20 million): (i) the continuation of the major construction works for the Biccari-
Campochiaro natural gas pipeline, in Campania-Apulia-Molise; (i) the continuation of the
construction works for reconnecting the Massafra-Biccari natural gas pipeline.

The main investments for the development of new transportation capacity on the Regional
Network with a greater return of 1.0% (€49 million) relate to numerous works to upgrade the
network and to connect to new regional and national redelivery points, including:

m the continuation of construction works relating to the upgrading of the Gavi-Pietralavezzara
pipeline in Piedmont-Liguria (€16 million);

m the continuation of the natural gas pipeline and connection works as part of the natural gas
conversion project in Calabria (€6 million);

m the continuation of the major construction works for the Montebello Jonico and Melito di Porto
Salvo diversion (€4 million);

m the continuation of the major construction works for the Lainate-Olgiate Olona and the Mornico
al Serio-Travagliato natural gas pipeline, Mornico-Chiari section as part of the upgrading of the
network in Lombardy (€4 million).

Investments involving replacement and other investments with a basic rate of return (€162
million) concern works aimed at maintaining the security and quality levels at plants (€128 million),
the acquisition of other key operating assets (€8 million), including real estate investments (€2
million), projects relating to the development of new information systems and the implementation
of existing ones (€12 million) and works relating to compensation for third parties (€8 million) and
upgrading redelivery points (€6 million).
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Natural gas transportation

Operating review

Injections and withdrawals of gas in the transportation network

Gas volumes are expressed in standard cubic metres (SCM) with a traditional higher heating value

(HHV) of 38.1 MJ/SCM (10.572 Kwh/SMC). The basic figure is measured in energy (MJ) and obtained by
multiplying the physical cubic metres actually measured by the relative heating value.

In the first half of 2016 a total of 34.07 billion cubic metres of gas was injected into the network, an
increase of 1.30 billion cubic metres (+4.0%) compared with the first half of 2015.

Injections into the network from domestic production fields or their collection and treatment centres
totalled 2.70 billion cubic metres, down by 0.53 billion cubic metres (-16.4%) compared with the first
half of 2015.

A total of 31.37 billion cubic metres of gas was injected into the network, an increase of 1.83 billion
cubic metres (+6.2%) compared with the first half of 2015. The increase was mainly due to the greater
volumes injected at the Mazara del Vallo entry points (+5.07 billion cubic metres), partly offset by the
lower volumes injected at the Gries Pass entry point (-1.96 billion cubic metres, -42.7%) and Gela entry
point (-1.41 billion cubic metres, -37.0%).

GAS INJECTED INTO THE NETWORK (*)

Financial
Year

2015 (billion m?)

First half

Change % Change

6.43 Domestic output (0.53) (16.4)
60.82 Entry points (**) 1.83 6.2
29.92 Tarvisio (0.05) (0.3)

7.24 Mazara del Vallo 5.07

5.80 Cavarzere (LNG) 0.03 1.0
10.63 Gries Pass (1.96) (42.7)

711 Gela (1.41) (37.0)

0.04 Livorno (LNG) 0.08

0.05 Panigaglia (LNG) 0.07

0.03 Gorizia
67.25 1.30 4.0

(*)  The figures for the first half of 2016 are up to date at 4 July 2016. The update of 2015 figures has been finalised, and figures are consistent with those published by the
Ministry of Economic Development.
(**) Entry points connected with other countries or with LNG regasification plants.
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Other information

Council of State - Ruling 2888/2015

Through ruling 2888/2015, filed on 12 June 2015, the Council of State (hereinafter CoS) rejected the
appeal introduced by the AEEGSI for the reform of the LOMBARDY - MILAN regional court ruling, which
cancelled the provisions in resolutions ARG/gas/184/09, 192/09, 198/09 and 218/10 on natural gas
transportation and dispatching tariffs for the period 2010-2013.

With regard to the determination of tariffs, the CoS acknowledged that the Authority had apparently

not provided “sufficient logistical/regulatory support” with respect to the breakdown of the capacity and
commodity components in the amount of 90% and 10%. The CoS also declared that the mechanism was
unlawful for determining the contribution for gas intended for Snam’s compression stations according to a



Liquefied Natural Gas (LNG) regasification

new criterion based on in-house consumption (entailing a direct withdrawal in kind of fuel metered on the
basis of the utilisation of transportation companies for the purposes of the operation of compression stations).
By means of Resolution 428/2015/C/gas, the Authority decided to file an appeal for the aforementioned
ruling to be overturned on the grounds of factual error. The appeal was notified to Snam Rete Gas on 7
October 2015.

Simultaneously, the Authority initiated, with Resolution 430/2015/R/gas, a procedure for compliance with
the CoS ruling 2888/2015, to be completed by 31 December 2015. Under the scope of these proceedings,
through the subsequent resolution 607/2015/R/gas, a consultation was launched for the formulation of
the final provision. This consultation was followed by another launched through document 321/2016/R/
gas of 16 June 2016, which set 17 July 2016 as the deadline for observations.

LIQUEFIED NATURAL GAS (LNG) REGASIFICATION

KEY PERFORMANCE INDICATORS

Financial
Year

2015

(millions of €)

First half

Change % Change

25 Total revenue (*) (3) (23.1)

19 Regulated revenues 2) (16.7)

1 - of which revenues offset in costs (1) (100.0)

19 Operating costs (*) 2) (25.0)

1 EBIT ) (66.7)

7 Technical investments (**) 1 100.0
0.030 Volumes of LNG regasified (billions of cubic metres) 0.072
1 LNG carrier loads (number) 2

73 Employees in service at year end (number) 2) (2.7)

(*) Before consolidation adjustments
(**) They include the WACC flat-rate increase to offset the regulatory lag (+1% compared with the basic WACC equal, respectively to 7.3% for 2015 and 6.6% for 2016).

Results

Total revenue amounted to €10 million, down by €3 million (23.1%) compared with the first half of
20715. Total revenue, net of components offset in costs®, fell by €2 million, or 16.7%, compared with
the corresponding period of the previous year. The reduction is basically connected with less capacity
bookings for the thermal year 2015-2016 compared with the previous thermal year.

Revenues from regulated activities equal to €10 million, net of components that are offset in
costs, fell by €1 million compared with the first half of 2015 and refer almost entirely to the portion
pertaining to the guarantee factor for 2016.

Non-regulated revenues fell by €1 million compared with the first half of 2015, basically following
lower income from sales of natural gas for boil-off purposes.

Core business revenue includes the recharging to customers of expenses relating to natural gas transportation services provided by Snam Rete
Gas S.p.A.. For the purposes of the consolidated financial statements, this revenue is eliminated, together with transportation costs, within GNL
Italia S.p.A. in order to represent the substance of the operation.
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EBIT amounted to €1 million, down by €2 million, or 66.7%, compared with the first half of 2015. The
reduction was due to lower revenues (-€2 million, net of items offset in costs) and higher amortisation
and depreciation in the period (€1 million). These factors were partly offset by lower operating costs
(+€1 million, net of items that are offset in revenue).

Technical investments
Technical investments in the first half-year totalled €2 million (€1 million in the first half of 2015) and
involved maintenance projects aimed at guaranteeing plant system safety.

Operating review

During the first half of 2016, the Panigaglia (SP) LNG terminal regasified 0.092 billion cubic metres of
natural gas, an increase of 0.072 billion cubic metres compared with the first half of 2015 (0.020 billion
cubic metres) of which 0.049 billion cubic metres were regasified as part of the integrated regasification
and storage service. In the first half of 2016 two spot loads were unloaded from methane tankers, one

as part of the above-mentioned integrated service.

Regulation

Ministerial Decree of 25 February 2016 (Official Gazette of 1 April 2016) - Integrated
storage and regasification service access and delivery procedures

Through the Decree of 25 February 2016 "Determination and allocation of modulation storage
capacity for the contractual period 2016-2017" published in the Official Gazette 76 of 1 April 2016,
the Ministry for Economic Development also changed the integrated storage and regasification service
access and delivery methods, previously introduced pursuant to Article 14 of Law Decree 1/2012. In
particular, this service, for which a storage capacity of 1 billion cubic metres is reserved, requires the
regasification companies and the largest storage company to coordinate in order to allow redelivery
of the regasified LNG to the user directly to storage, by the end of the month following the unloading
of the tanker ships. Based on the provisions of the Decree, access to the service is obtained through a
competitive auction whose price has been defined by the Authority on the basis of the criteria set forth
in 77/2016/R/gas, taking account of the value of the product and the trend of the market.

Electricity, Gas and Water System Authority (AEEGSI) resolutions

Resolution 191/2016/R/gas - “Integration of the application methods for the factor for
covering revenue for the LNG regasification service following the introduction of the
integrated regasification and storage service”

Through this resolution, published on 21 April 2016, the Authority introduced an amendment to

the application methods for the factor for covering revenue for the LNG regasification service in
order to include the changes introduced through resolution 77/2016/R/gas with regard to offering
an integrated regasification and storage service pursuant to Article 1 of the Decree of 25 February
2016 "Determination and allocation of modulation storage capacity for the contractual period 2016-
2017" of the Ministry of Economic Development. This amendment also introduces revenues from the

integrated regasification and storage service into the formula for the factor for covering revenue.



Natural gas storage

Decision 13/2016 of 27 May 2016 - DIUC - "Authorisation for the entitlement of rights
relating to the cover factor of revenues pertaining to GNL Italia S.p.A. for the year 2015”
Through this decision, published on 30 May 2016, the Authority notified the Cassa per i Servizi
Energetici e Ambientali of the authorisation for the entitlement of rights relating to the cover factor

of revenues with regard to GNL Italia S.p.A. for the year 2015, following the conformity check on the
calculation methods consistent with the criteria of resolution 438/2013/R/gas “Regulation of tariffs for
the liquefied natural gas regasification service for the regulation period 2014-2017 (RTRG)".

Resolution 392/2016/R/gas — "Determination of the tariffs for the LNG regasification
service for 2017”

With this resolution, published on 14 July 2016, the Authority approved tariffs for the regasification
service provided by GNL Italia for 2017.

The tariffs were set on the basis of the base revenue of €27.9 million. Effective revenue must take

account of capacity actually allocated. The net capital invested as at 31 December 2015 (RAB) was
around €0.1 billion.

The Authority also paid GNL Italia a sum of approximately €0.34 million to cover the increase in the
IMU rate for the years 2013 and 2014.

NATURAL GAS STORAGE

KEY PERFORMANCE INDICATORS

Financial
Year

2015  (millions of €)

First half

Change % Change

541 Total revenue (a) 17 6.2
526 Regulated revenues (a) 16 5.8
80 - of which revenues offset in costs
163  Operating costs (a) 1 1.4
318 EBIT 10 59
240 Technical investments (11) (17.7)
10 Concessions (number)
8 - of which operational (b) 1 12.5
1570 e e (054 (49
8.13 - of which injected 0.12 2.5
7.57 - of which withdrawn (0.66) (9.2)
16.0 Total storage capacity (billions of cubic metres) 0.4 2.5
11.5 - of which available (d) 0.4 3.5
4.5 - of which strategic
291 Employees in service at year end (number) 23 8.0

(a) Before consolidation adjustments.
With working gas capacity for modulation services. The figure for the first half of 2016 includes the Bordolano concession, which has been operational since the end of 2015,

=

with regard only to a portion of assets forming part of the overall plant, such as to guarantee the performance of storage activities.
Gas volumes are expressed in standard cubic metres (SCM) with an average traditional higher heating value (HHV) of 39.1 MJ/SCM (10.805 KWh/SMC).
(d) Working gas capacity for modulation, mining and balancing services. The figure shown represents the maximum available capacity and may not be in line with the maximum

=

levels achieved.
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Results

Total revenue amounted to €293 million, up by €17 million (6.2%) compared with the first half of
2015. Net of components offset in costs', total revenue was €253 million, up by €17 million (7.2%)
on the corresponding period of the previous year.

Regulated revenue (€292 million) comprised €257 million in fees for the natural gas storage service
and €35 million in fees charged back to users relating to the natural gas transportation service
provided by Snam Rete Gas S.p.A. Revenue from regulated activities, net of components that are offset
in costs, amounted to €252 million, up by €16 million, equal to 6.8% compared with the first half of
20715.The increase is due to the tariff adjustment mechanisms and, specifically, to the updating of the
net invested capital return rate, which increased from 6% in 2015 to 6.5% in 2016, as well as the entry
into service, at the end of 2015, of the prime facilities of the Bordolano site. The increase in the rate of
return is largely due to the adoption of reference parameters for the determination of WACC for 2016,
calculated according to the criteria set by the Authority in Resolution 583/2015/R/com, which are
better than the benchmark used to determine WACC for 2015, the first year of the fourth regulatory
period for the storage service.

EBIT amounted to €179 million, up by €10 million (5.9%) compared with the first half of 2015. The

higher revenues (+€ 17 million, net of components which are offset in costs), together with the control
of management costs (+€1 million, net of components which are offset in revenues), were partly offset
by increased amortisation and depreciation (-€6 million, equal to 16.7%), mainly due to the entry into

service of new infrastructures.

10 Core business revenue includes the recharging to customers of expenses relating to natural gas transportation services provided by Snam Rete

Gas S.p.A.. For the purposes of the consolidated financial statements, this revenue is eliminated, together with transportation costs, within GNL
Italia S.p.A. in order to represent the substance of the operation.




Natural gas storage

TECHNICAL INVESTMENTS

Financial .
Year First half
2015 (millions of €) 2015 Change % Change
Type of investment
117 Development of new fields and upgrading of capacity 47 (16) (34.0)
53 Maintenance and other 15 5 333
170 62 (1 (177

Technical investments in the first half of 2016 totalled €51 million, a reduction of €11 million
(-17.7%) compared with the first half of 2015 (€62 million).

The main investments in the development of new fields and upgrading of capacity (€31 million)
mainly involved the operations carried out at the Bordolano (€20 million), Minerbio (€5 million) and
Sabbioncello (€2 million) fields.

Investments in maintenance and other (€20 million) mainly relate to the operations of purchasing
and launching the sound level metering equipment installations at the various Stogit stations (€5
million), the rationalisation of the Cortemaggiore plants (€4 million) and other operations carried out
in the Fiume Treste fields (€2 million).

Operating review

Gas moved through the storage system

During the first half of 2016, 11.42 billion cubic metres of natural gas was moved through the storage
system, a reduction of 0.54 billion cubic metres (4.5%) on the corresponding period of 2015 (11.96
billion cubic metres). The reduction was mainly attributable to lower withdrawals from storage (-0.66
billion cubic metres; -9.2%) due to the weather.

The total storage capacity at 30 June 2016, including strategic storage, was 16.3 billion cubic metres
(+0.4 billion cubic metres compared 30 June 2015), of which 11.8 billion cubic metres related to
available storage capacity for the entire thermal year 2016-2017 and 4.5 billion cubic metres related to
strategic storage (unchanged compared with thermal year 2015-2016, as established by the Ministry of

Economic Development in a notice dated 21 January 2016).
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Regulation

Ministerial Decree of 25 February 2016 (Official Gazette 76 of 1 April 2016) -
“Determination and allocation of modulation storage capacity for the contractual
period 2016-2017"

With this decree, the Ministry of Economic Development defined the modulation storage space
for thermal year 2016-2017 to be used primarily for entities supplying domestic customers, at
7,450.5 million cubic metres, plus the mining storage share not requested and allocated by the
storage companies. The Decree confirmed that this storage space, together with that reserved for
uniform storage of annual and multi-year duration, would be allocated by competitive auctions,
with the reserve price defined by the Authority on the basis of the criteria set forth in Resolution
77/2016/R/gas.

The Decree also modified the procedures for access to and delivery of the integrated storage

and regasification service, previously introduced pursuant to Article 14 of Decree-Law 1/2012. In
particular, this service, for which a storage capacity of 1 billion cubic metres is reserved, requires
the regasification companies and the largest storage company to coordinate in order to allow
redelivery of the regasified LNG to the user directly to storage, by the end of the month following
the unloading of the tanker ships. Based on the provisions of the Decree, access to the service is
obtained through a competitive auction whose price has been defined by the Authority on the basis
of the criteria set forth in 77/2016/R/gas, taking account of the value of the product and market
developments.

Electricity, Gas and Water System Authority (AEEGSI) resolutions

Resolution 323/2016/R/gas - "Provisions on settlement relating to storage services for the
2016- 2017 thermal year”

Through this resolution, published on 17 June 2016, the Authority regulated the methods for the
thermal year 2016-2017 through which any differences are neutralised, in terms of revenue flows,

between what is paid to the storage companies based on regulated tariffs and what is received
following tenders for capacity allocation.

With regard to the parameter y pursuant to Article 11 of Annex A of resolution 531/2014/R/gas
“Regulation criteria for natural gas storage service tariffs for the 2015-2018 period” - (RTSG),
with regard to the level of cover for the revenue share attributable to the additional return

on net invested capital for incentivised investments that came into operation in the previous
regulation periods, a preliminary investigation was launched aimed at defining the criteria for
establishing its value for future years, with the purpose of encouraging storage companies to
follow more efficient behaviour both in the management of allocation procedures and in the
provision of the storage service.

Pending the outcome of the investigation, which will be concluded in time for the approval of the
revenues for 2017, a value of 1 for the parameter 'y for 2016 has been confirmed.

Resolution 418/2016/R/gas - "Approved the definitive allowed revenues for 2016 for
storage service”
With this resolution, published on 22 July 2016, the Authority approved the allowed revenues for

storage service relating to 2016 for Stogit. Storage allowed revenues for 2016 has been set at
503.5 million euro. RAB for natural gas storage business has been set equal to 4.0 billion euro.



Natural gas distribution

NATURAL GAS DISTRIBUTION

KEY PERFORMANCE INDICATORS

Financial
Year First half

2015 (millions of €) Change % Change
1,098 Total revenue (*) (**) (27) (5.0)
1,071 Regulated revenues (**) (27) (5.1)

8 - of which revenues offset in costs
356 Operating costs (*) (**) 33 20.2
469 EBIT (70) (28.2)
393 Technical investments 10 7.0
7,599 Gas distribution (millions of cubic metres) (163) (3.7)

1,472 Distribution concessions (number)
56,717 Distribution network (kilometres) (***) 123 0.2
6.526 Active meters (millions) 0.007 0.1
3,298 Employees in service at year end (number) 102 32

(*) Purely for the purposes of the reclassified income statement, revenue relating to building and upgrading distribution infrastructure, recorded pursuant to IFRIC 12 and reco-

gnised in equal measure alongside the relevant costs incurred, is stated as a direct reduction in the respective cost item.

(**) Before consolidation adjustments.

(***) This figure refers to the kilometres of network managed by ltalgas.

1

Results

Total revenue amounted to €516 million, down by €27 million (5.0%) compared with the
corresponding period of the previous year. Total revenue, net of components that are offset in costs',
amounted to €512 million, down by €27 million, equal to 5.0% compared with the first half of 2015.

Regulated revenues amounted to €505 million, and related mainly to fees for the natural gas
distribution service (€485 million) and to technical services connected to the distribution service (€11
million). Revenue from regulated activities net of components that are offset in costs, amounted to
€501 million, down by €27 million, equal to 5.1% compared with the first half of 2015. The reduction
is essentially due to the rate adjustment mechanisms and, specifically, to the revision of the invested
capital return rate which went from 6.9% in 2015 to 6.1% in 2016 for distribution, and from 7.2% in
2015 to 6.6% in 2016 for metering.

EBIT amounted to €178 million, down by €70 million (28.2%) compared with the corresponding
period of the previous year. The reduction is due to lower revenues (-€27 million) and the increase
in operating costs (€33 million, net of components that are offset in revenues), attributable to
the greater net provision for risks and charges (-€31 million), as well as greater amortisation and

depreciation in the period (€10 million).

These components refer to the revenue, resulting from the repayment by the Electricity Equalisation Fund (Cassa per | Servizi Energetici e
Ambientali, or CCSE — CSEA as of 1 January 2016) of charges relating to the interruptions to the supply at redelivery points requested by retail
companies pursuant to Article 12-bis, Appendix A of the Consolidated Gas Arrears Act (TIMG).
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More information
about the
transaction is
available on the
Snam website
(www.snam.it,

in the section
“Shareholders’
Meetings Ethics

and Governance”)
in the following
documents:

the Merger Project,
the Directors’ Report
on the spun-off
company

(Snam S.p.A.) and
the beneficiary
company

(ITG Holding S.p.A.)
and the Information
Document prepared
pursuant to Article 70,
paragraph 6 of the
Issuers’ Regulation.
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Main events

Separation of Italgas from Snam

On 28 June 2016 the Snam Board of Directors approved the separation of Italgas from Snam to be
implemented through a unitary and simultaneous transaction which, includes, among other things, the partial
and proportional spin-off of Snam and consequent listing on the Milan Mercato Telematico Azionario (MTA)
of a new beneficiary company of the spin-off, with the role of a holding company for the Italgas shareholding
(ITG Holding S.p.A.). Through the industrial and corporate reorganisation operation, the entire shareholding
currently held by Snam in Italgas, equal to 100% of the share capital of Italgas, will be transferred to the
beneficiary company for the purpose of separating the gas distribution operations in Italy. The transaction
departs from the idea that operations relating to natural gas distribution have specific characteristics
compared with other Snam Group operations in terms of operational organisation, competitive context,
regulation and investment requirements. Italgas, as an independent company from a managerial, operational
and financial point of view, can concentrate its efforts and expertise on the improved strategy to adopt in
taking part in tenders with the goal of significant growth in its reference framework. This will enable it to
benefit from the additional economies of scale and greater operational efficiency. Also taking into account

an expected public rating of BBB+ - stable outlook from Fitch and a provisional issuer rating of Baa1 - stable
outlook from Moody’s, issued on 29 June 2016, it is expected that the company will have a solid credit

rating in line with Snam'’s current one and direct access to the capital markets, with a more efficient financial
structure and competitive costs, taking advantage of the opportunities offered by the current financial market
conditions.

Specifically, the transaction involves: (i) the contribution in kind by Snam to ITG Holding of a shareholding
equal to 8.23% of the share capital of Italgas in order to allow Snam to own, post-merger, a shareholding of
13.50% in the beneficiary company ITG Holding; (ii) the sale by Snam to ITG Holding of a shareholding equal
to 38.87% of the share capital of Italgas, the payment of which will form a vendor loan pertaining to ITG
Holding to generate an adequate level of financial debt that takes into account the profile of activity, risk and
generation of cash flows; (jii) the partial and proportional spin-off of Snam with the allocation to ITG Holding
of the residual shareholding owned by Snam in Italgas, equal to 52.90%, with the consequent allocation to
Snam shareholders of the remaining 86.50% of the share capital of ITG Holding.

The effectiveness of the entire transaction is subject, in addition to legal conditions, including, specifically,
approval by the Snam Shareholders’ Meeting, to the issuing by the Italian Stock Exchange of authorisation

for admission to trading of the ITG Holding shares on the MTA, the issuing by CONSOB of an opinion of
equivalence and the approval of the Snam bondholders.

The Board of Directors called the Shareholders’ Meeting, in ordinary and extraordinary session, for 1 August
2016.The conclusion of the entire transaction, subject to the realisation of the above-mentioned conditions, is
scheduled for by 31 December 2016.

Revoke of the “judicial control” against Italgas

On 9 July 2015 the Court of Palermo has revoked the measure of the judicial administration against
Italgas, as a result of the investigations and the active cooperation carried out by Snam Group.

Italgas has been asked to provide the competent authorities with the information flows requested
under art. 34 of Legislative Decree no. 159/2011 (judicial control) on the relevant operations.

Italgas has filed an appeal to the Court of Appeal of Palermo.

On 25 July 2016 the Court of Appeal has revoked the “judicial control” against Italgas, by so declaring
ceased the execution of any prescriptions.



Natural gas distribution

TECHNICAL INVESTMENTS

Financial

Year First half
2015 (millions of €) 2015 Change % Change
199 Distribution 83 4 4.8
169 Network maintenance and development 69 4 5.8

30 Replacement of cast-iron pipes 14

134 Metering 42 9 21.4
60 Other investments 17 (3) (17.6)
393 142 10 7.0

Technical investments in the first half of 2016 amounted to €152 million, up €10 million, or 7.0%,
compared with the first half of 2015 (€142 million).

Investments in distribution (€87 million) mainly related to development projects (extensions and

new networks) and the renovation of old sections of pipeline, including the replacement of cast-iron

pipes.
Investments in metering (€571 million) related primarily to expenditure on remote reading.
Other investments (€14 million) mainly concerned investments in IT, property and vehicles.

Operating review

As at 30 June 2016, Snam, through Italgas, managed the gas distribution service in 1,472 municipalities
(the same as at 31 December 2015 and at 30 June 2015), of which 1,401 were operational. As at

30 June 2016, the number of active meters located at end-user gas redelivery points (households,
businesses, etc.) stood at 6.525 million (6.518 million at 30 June 2015).

As at 30 June 2016, the gas distribution network covered 56,759 km, an increase of 42 km compared
with 31 December 2015 (56,717 km).

Regulation

Electricity, Gas and Water System Authority (AEEGSI) resolutions

Resolution 173/2016/R/gas - “Determination of provisional reference tariffs for gas
distribution and metering services for 2016, and approval of bi-monthly equalisation
amounts, relating to the natural gas distribution service, for 2016”

With this resolution, published on 8 April 2016, the Authority determined the provisional reference
tariffs for the gas distribution and metering services for 2016, based on the preliminary balance sheet
data for 2015, pursuant to Article 3, paragraph 2, letter a) of resolution 573/2013/R/gas Regulation of
Tariffs for Gas Distribution and Metering Services - RTDG.
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