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Natural gas and climate change
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20% of the world'’s population does
not have access to electricity and
an even greater percentage has to
contend with repeated interruptions

in supply.

2.7 billion people, around 40% of the
global population, still uses traditional
biomass fuels for cooking.

Over the next 25 years around 90%
of requirements for more energy
will come from non-OECD members
or other countries not counted as
western economies.

At global level, 40% of electricity
still comes from coal and around
the same percentage of CO,

is due to its use.

Natural gas for decarbonisation - 2016 Sustainability Report

Snam'’s contribution
to sustainable development

ENERGY AND INFRASTRUCTURES

To ensure everyone has access to reliable, sustainable

and modern energy systems is a challenge for all countries
worldwide with impacts on the life of every individual

and which directly involves companies too.

It is also one of the main objectives (Sustainable Development
Goals) defined by the U.N. whereby Snam has declared its
commitment to sustainable development of the economy

and society in the future.

To guarantee access to energy the economic and physical barriers influencing
the possibilities of satisfying requirements in a globalised world, where there are
serious imbalances between different areas, need to be broken down.

If the level of development of a country continues to remain low while

the cost of energy is high, the population will continue to be denied access

to energy, irrespective of the stock of its resources and the energy diversification
of the country.

Accessibility is therefore not a sufficient condition to guarantee the development
of economic and social activities, which rather also depend on regular supplies,
managed through efficient and stable distribution networks.

Looking ahead, the extent of the reliability and modernity of energy systems will
be influenced by population growth and per capita expenditure in India, in Sub-
Saharan Africa and in other developing countries, following the ever increasing
demand for fundamental services for modern societies, such as electricity,
transportation and information technology.

All of this leads to the need to create quality, reliable, sustainable and resilient
infrastructures, including regional and cross-border infrastructures, which is not
by chance another of the most significant Sustainable Development Goals (SDG)
promoted by the U.N.

Satisfying this increasing demand for energy poses another equally important
question: environmental stability. In many areas of the world they still use low-
quality fuels, which are a primary source of domestic pollution, such as coal, an
historically vital material for industrialisation and the improvement of human
well-being, or biomass, the cause of the deforestation of vast green areas of the
planet.

In an era of increasing demographics and environmental decline, every type of
sustainable energy should be modern, but not all forms of modern energy are
sustainable.
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Sustainable Development Goals (SDG)
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In September 2015, more than 150 international leaders met at the United Nations to discuss global

development, promote human well-being and protect the environment. The community of nations

approved the 2030 Agenda for sustainable development, which includes 17 essential goals

(Sustainable Development Goals), aimed at putting an end to poverty, fighting inequality

and promoting social and economic development.

End poverty in all its
forms everywhere

PITEE End hunger, achieve food security
WS and improved nutrition and promote
sustainable agriculture

AP Ensure healthy lives and promote
W, well-being for all at all ages

FYCAMl Ensure inclusive and equitable quality
' education and promote lifelong learning
opportunities for all

8 Achieve gender equality
g' and empower all women and girls

4= Ensure availability and sustainable
E management of water
and sanitation for all

Ensure access to affordable, reliable,
sustainable and modern energy for all

M Promote sustained, inclusive

and sustainable economic growth, full
and productive employment and decent
work for all

e Build resilient infrastructure,
& promote inclusive and sustainable

industrialization and foster innovation

I Reduce inequality within
and among countries

[ l=—"~ Make cities and human settlements
éa inclusive, safe, resilient and sustainable

7= Ensure sustainable consumption
ARCTIN
) and production patterns

A Take urgent action to combat climate
O change and its impacts

Conserve and sustainably use

% the oceans, seas and marine
resources for sustainable
development

Tl Protect, restore and promote

N sustainable use of terrestrial

===l ecosystems, sustainably manage
forests, combat desertification,
and halt and reverse land degradation
and halt biodiversity loss

Promote peaceful and inclusive
societies for sustainable development,
provide access to justice for

all and build effective, accountable
and inclusive institutions at all levels

Strengthen the means

of implementation and revitalize

the global partnership for sustainable
development

Snam's contribution to sustainable development
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NASA and the NOAA (National
Oceanic and Atmospheric
Administration) have certified 2016

as the warmest year on record globally
since 1880, when record keeping began.
The earth’s surface temperature was
0.94 degrees centigrade higher than
the average for the 20th century.

This is the highest figure ever recorded,
overtaking previous records for 2014
and 2015.

TEMPERATURE ANOMALY (°C)
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DECARBONISATION AND CLIMATE CHANGE

2016 was the year that the strategy undertaken internationally
for creating and developing a carbon free economy was
confirmed. Snam is committed to promoting the use of natural
gas in various business segments with the aim of fighting
climate change.

The conclusion of COP22 held in Marrakesh from 7t to 18" November 2016,
under the scope of the United Nations Framework Convention on Climate
Change, reflected the wave of optimism created by the simultaneous entry into
force of the Paris Agreement within less than a year of its adoption.

This journey, if compared with the entry into force of the Kyoto protocol (2005),

GLOBAL MEAN SURFACE TEMPERATURE (GISS) JANUARY-JUNE 2016

twelve years after it became effective, demonstrates a different level of reaction
by the international community and reflects the extent of the level of awareness
and concern about the increase in global warming. This prompted the 196
countries that took part in COP22, through the “Marrakesh Proclamation”, to
strengthen the commitments undertaken in the Paris Agreement (COP21) and
support their irreversibility.

With Paris first and later Marrakesh, the era of decarbonisation has finally begun,
changing outlooks especially in adopting production and consumption models
that prioritise the efficient use of resources and should be organised to ensure the
ending of the entire usage cycle with their eventual recovery, in compliance with
the principles of a circular economy.
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There are two processes which involve
energy sustainability at European level:

m the implementation of the 2030
Climate and Energy Package, to
reduce environmental pollution by
at least 40% compared with the
1990 figures;

m the gradual construction of
the Energy Union, a structured
journey which, in addition to the
decarbonisation of the economy,
also includes four dimensions
aligned with the Sustainable
Development Goals:

1 energy security;

2 market integration;

3 energy efficiency;

4 research, innovation and

competitiveness.

—

The 21 century features emerging
economies, millions of middle class
consumers and interconnected
markets still using linear economic
systems which start with raw
materials and end up with waste.
The circular economy is a model
which counters the linear economy
and is centred on the sustainability
of the system in which there are
no waste products and activities
are organised in such a way that
everyone’s waste becomes a resource
for someone else.
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The drive towards decarbonisation is already influencing energy production
methods and its use, accelerating the route to carbon neutrality which the Paris
Agreement set as the goal to be reached by the second half of this century.

The path mapped out does not involve changes of direction and the efforts
required must come from all sections of society and the economy with global
action at all levels and needs to take place through all means to ensure
development aimed at protecting the environment, social equality and economic
sustainability.

THE PARIS AND MARRAKESH CLIMATE AGREEMENTS

Urgent commitments

The increase in the global temperature should be contained within 2° compared

with the figures of the pre-industrial era, striving to remain at +1.5°.To achieve the
objective, emissions must start to fall from 2020.

Global consensus

As well as Europe, China, India and the United States, the three countries which
produce the most pollution on earth, are also committed to cutting emissions.
Five-yearly checks

In 2018, member countries will already be asked to improve cuts in emissions in order
to be ready for 2020.The first five-year check will therefore be in 2023.

Funds for clean energy

These should be made available by 2020 to promote green technologies and the
decarbonisation of the economy worldwide. A new financial target will be set in 2025
at the latest. Private investors and funds can also contribute.

Compensation for the most vulnerable countries

The agreement launches a compensation mechanism for losses caused by climate
change in the most geographically vulnerable countries, which are often also the
poorest

PARISZ013
COP21-CMPTY

MARRAKECHCOP22[CMP12

UN CLIMATE CHANGE CONFEREWCE 2014
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For the same amount of energy
produced, the combustion of methane
gas produces between 25% and 40%
less carbon dioxide compared with
fossil fuels and it does not contain
particulates.

World gas reserves should be sufficient
to satisfy global energy demand for
the next 260 years.
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NATURAL GAS AND INNOVATION

Natural gas is the only fuel which, together with non-
programmable renewable resources such as wind and
photovoltaic power, can guarantee an efficient decarbonisation
route, effective at national and European level.

This is because gas is a versatile product which can be used as an energy source
for domestic uses, for generating electricity, for industrial uses and as a fuel for
transportation by road and by sea.

Greater use of gas in its various forms would translate into less emissions of
sulphur dioxide, nitrogen oxides and particulate matter, with a decisive impact on
fighting air pollution in cities, and would contribute to decreasing the role of oil
and its derivatives.

Gas is an accessible source, given the presence of considerable reserves near
Europe and the development of the liquefied natural gas global market which has
increased availability at low prices.

Lastly, the gas system can count on existing transportation, storage and
distribution systems and is capable of supporting Italian and European
decarbonisation guaranteeing the energy system flexibility, programmability
and cost effectiveness. This is also thanks to a gas-based electricity generation
capacity that is already widely available and extremely efficient.

ELECTRICITY GENERATION AND CO, EMISSIONS IN ITALY (2015)

Generation (TWh)

111

Emission (MtCO,)

43

41
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As well as its multiple uses,
natural gas is the element
enabling advanced technologies
for decarbonisation.
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THE GAS INFRASTRUCTURE SYSTEM IS

Widely developed

Very limited investments can support energy production and user technologies
with a low or zero carbon content (gas-powered, biomethane, micro-

cogeneration, turbo-expansion, power-to-gas heat pumps).

Flexible to respond to fluctuations in demand and supply

Energy masses can be moved in economical and efficient times and spaces and
production and consumption technologies based on renewable gases can be
integrated immediately

Efficient and fair in allocating costs
In any event, decentralised energy generation/consumption systems require
network structures where the cost must be borne by all possible users.

GAS AND TECHNOLOGICAL INNOVATION FOR FIGHTING CLIMATE CHANGE

Power to Gas

The natural gas network can play an essential part in managing the ever-increasing
volumes obtained from renewable sources.

The excess electricity produced by solar power stations or wind farms can actually
be converted into hydrogen through an electrolysis process and then enriched with
CO,, making it possible to produce a syngas to be injected into the network.

This avoids investment costs in new infrastructures for the transmission, distribution
and storage of electricity.

In Italy, for over 70 years so-called town gas, made up of mixtures with 50% hydrogen
content has been distributed in cities without problems.

Europe is keeping a careful eye on the new technology, which has already been included
in the German national energy programme.

Gas-powered Heat Pumps

This is a technology that makes it possible to combine the many advantages of
natural gas with the operating principle of heat pumps.

Thanks to the exploitation of ambient heat, which is renewable and free, it is
actually possible to improve output compared with normal condenser gas boilers.
Output indicates the useful energy produced with the gas energy used.

The optimum output of a condenser boiler is equal to approximately 110%, but

with gas-powered heat pumps it is possible to achieve a figure of up to 170%.

Snam's contribution to sustainable development



AWORLD RUNNING ON GAS

1T LNG liquefaction plant 10
2 Gas compression plant 11
3 LNG carriers 12
4 LNG regasification 13
5 LNG cryo tanker transport 14
6  Compression plant 15
7 LNG service station 16
8 Industrial use 17
9
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CNG service station
Reduction cabin

Storage stations

Snam Headquarters

Urban utilities

Service sector use

Biogas plant
Thermoelectric Power plant

Dispatch Snam . Gas pipelines
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Natural gas

Natural gas is produced from the anaerobic decomposition of organic material.
It is found in nature in its fossil state on its own or together with oil and other
hydrocarbons.

The main component of natural gas is methane (CH,). During combustion, most
of the methane gas is converted into water vapour and carbon dioxide (CO,).
Liquefied natural gas

Liquefied Natural Gas is obtained by subjecting natural gas to a cooling

(-160 C°) and condensation process which reduces its specific volume by around
600 times compared with normal atmospheric pressure.

Compressed natural gas

Compressed Natural Gas is obtained by compressing natural gas to less

than 1% of the volume it occupies at normal atmospheric pressure.

It is conserved in tanks at a pressure of 200-248 bar.

Snam’s contribution to sustainable development
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Investing in natural gas as a fuel for
the automotive industry will result
in important economic impacts

on the national CNG system, equal
to €1.5 billion for the technology
and approximately €1.3 billion

for the dedicated infrastructures
produced in ltaly.

The use of vehicles running on CNG
could generate savings for families
and businesses, with an estimated
potential impact of up

to €800 million over 5 years.
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NEW USES OF GAS

Snam is making a decisive contribution to the development

of “production gas” through the development of infrastructures
to promote the use of compressed natural gas

in the transportation sector, the use of liquefied

natural gas and that of biomethane.

More vehicles running on compressed natural gas

Buoyed by a well-established technology and at the cutting edge globally, Italy is
the leading European market for the consumption of methane in the automotive
industry, with over 1 billion cubic metres consumed in 2015 and approximately

1 million vehicles currently in circulation.

This number could be tripled, with an overall penetration of 7-8% on the total
vehicles in circulation, specifically medium-small vehicles, light commercial
vehicles and public service vehicles, with an estimated increase in gas
consumption of approximately 4-5 billion cubic metres. This consistent expansion
would have positive repercussions on the Italian gas system in the transportation
sector, which is internationally renowned for its excellence.

An essential factor for achieving growth in a short space of time, in addition

to the impetus of methane vehicle manufacturers, will be the doubling

of the road and motorway distribution network from the current 1,100 refuelling
stations to more than 2,000 over the next ten years.

From an environmental aspect, the realistic goal of replacing the current vehicles
in circulation with CNG vehicles (equal to approximately 6% of the total) would
generate a reduction in annual CO, emissions of approximately 40%, nitrogen

oxides of approximately 94%, and particulate matter of approximately 95%.

A new partnership for sustainable mobility

Snam will contribute to increasing the use of methane in the automotive industry
by making its well-established experience in the industry available and by investing
around €150 million over the next 5 years to promote the development of
refuelling stations and ensuring they are more evenly distributed throughout Italy.
Snam’s commitment comes under the scope of a joint initiative with FCA

and IVECO who intend to expand their range of natural gas vehicles.

The memorandum of understanding was signed in October 2016 in the presence
of the Minister of Economic Development Carlo Calenda and the Minister

of Infrastructure and Transport Graziano Delrio.

Snam and the Api Group signed a letter of intent in December 2016 to develop
up to 150 new methane refuelling stations in Italy within the network

of Api Group IP points of sale.
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Snam sees in the new uses of LNG
positive aspects for protecting

the environment and reducing
costs for end users.
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New uses of LNG

Liquefied Natural Gas, in addition to being a key element for guaranteeing greater
energy security and diversification of supply, is an economical and efficient
solution for reducing emissions produced by land and sea transportation.

These benefits are, however, linked to upgrading existing infrastructures, with
special attention to adapting terminals and constructing depots on the coast.
The regasification capacity currently available in Italy is not sufficient to attract
new flows of LNG and this is preventing the exploitation of resources coming,

for example, from the United States, Africa and the Middle East. Upgrading
infrastructures in this area would therefore make it possible to fully exploit the

role of alternative fuel instead of conventional fuels.

Small scale LNG

A definition that represents the new frontier for the procurement of Liquefied
Natural Gas (LNG). Small gas tankers known as "“lighters” can take the product
from regasification terminals and directly refuel ships that run on LNG or take the
product to coastal depots, to then be sorted by specially equipped lorries.

These lorries can be directly refuelled with LNG from a regasification plant and
the liquid gas then transported to the refuelling stations. The stations then refuel
heavy land vehicles, lorries and coaches.

To enable the effective launch of this new way of using liquefied natural gas in
Italy too, Snam has prepared an action plan initiating a feasibility study aimed
at validating possible options for adapting the Panigaglia terminal located in the
province of La Spezia. In addition to the traditional regasification service, the
upgrading of new Small Scale LNG services is also envisaged, in conjunction with
the relevant institutions. Specifically, the feasibility study is aimed at identifying
the investments that would allow the loading of LNG onto tankers or lighters,
guaranteeing transportation to the consumption points and estimating the costs
and times.

Locally-produced LNG

Liquefied Natural Gas can also be produced locally through “refining” biomethane
derived from agricultural and livestock residues which is then liquefied, collected
and transported like “traditional” LNG.

This has been made possible through the use of “micro-liquefaction” plants which,
in terms not yet fully developed from an economic point of view, can also be
located along the network to directly use the gas transported in pipelines.

Snam's contribution to sustainable development
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—— Biomethane: an opportunity for the future
Italy, with 1,500 anaerobic digestion Biomethane is a renewable and programmable source in addition to solar and wind
plants in operation is currently power. It is obtained from anaerobic digestion, in special plants, of agricultural and

the third largest producer in the world  agr6-industrial by-products through a biogas upgrading process. It can already be
of biogas from agricultural sources

with approximately 2.4 billion cubic
metres produced per year.

injected into the network and used in all the sectors where gas is present and can
also be used as a fuel for road haulage. The increase in its use could make it possible
to meet decarbonisation targets, exploiting existing networks and promoting a
significant increase in domestic production.

The contribution of biomethane to the goals of decarbonisation is not limited

to the energy consumption phase only. The production process can make a
contribution to significantly reducing emissions in the agricultural industry and
restoring soil organic matter: the digestate (what remains after the anaerobic
digestion of the agricultural matter) is actually an excellent natural fertiliser.
Farm businesses could substantially reduce their production costs and increase
their competitiveness. A circular economy model capable of not only relaunching
agriculture, but more generally the Italian economic and industrial system.

Natural gas for decarbonisation - 2016 Sustainability Report
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High-quality agricultural fertiliser

Supply Biogas production

SUPPORTING THE NATIONAL SUPPLY OF BIOMETHANE

Snam, together with the Consorzio Italiano Biogas and Confagricoltura, has
developed and presented a manifesto to the public in support of the Italian
biomethane supply chain.

The document, directed at the government and the European Commission and
circulated on the occasion of the 2016 edition of Biogas Italy, an event in the
sector sponsored by the Ministry of the Environment and the Protection of Land
and Sea, highlights the strategic role of biomethane in the energy transition to an
economy based on sustainability and the circular use of resources.

The first Snam workshop entirely dedicated to biomethane was held in December
2016 at San Donato Milanese. The event, which was attended by around one
hundred people, representing over 50 gas transport system operators and
associations, helped to take stock of the situation in view of the injection of the
first flows of biomethane into the Snam network expected at the start of 2017.

Snam’s contribution to sustainable development
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Gas is a vital energy source

for Italy, on average satisfying
36% of requirements,

and for Europe this figure is 23%.
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ENERGY UNION: AN OPPORTUNITY

Snam is supporting the construction of new infrastructures
that exploit our country’s strategic position to diversify the
procurement of gas and guarantee the security of supplies and
greater system flexibility.

The development of the energy scenario

The demand for energy will grow over the next fifteen years, thanks, above all, to
the momentum from emerging countries, which will offset the anticipated fall in
demand from countries with more developed economies.

The pillars of the global energy system continue to be fossil fuels, but their
weighting in the mix will gradually be reduced (81% in 2014 compared with a
projected figure of 76% for 2030). Demand for gas, on the other hand, will rise to
790 Mega Tonnes of Oil Equivalent in 2030.

This trend is even more marked at European level, where there has been

a decisive fall in demand for oil and coal and a rise in demand for gas
(approximately 50 MTOE) and renewable fuels, taking into consideration the
development of the industrial footprint and, especially, the energy efficiency
policies and reduction of carbon dioxide promoted by the European Union.

THE DEVELOPMENT OF THE ENERGY MIX:
THE END OF THE ERA OF OIL AND GROWING RECOURSE TO GAS

Energy Mix in the World Energy Mix in Europe
Mtep -151
+2501 1.593 > 1.442
13.684 > 16.185
5% - — 69 14%— -13%
2% 342 2% 2%
12%' .14% 10%' Izo%
21%- -23%
22%— -27%
29% 25% 17%
11%
31%
29%
35% 27%
2014 2030 2014 2030
H Oil ¥ Coal Gas
[7 Other Renewables M Hydroelectric Nuclear

Figure - The development of the energy mix. The end of the era of oil and growing recourse to gas
(source: World Energy Outlook 2016)
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Italy depends greatly on gas imports:
over 90% of its needs is covered

by supplies from Russia, Algeria, Libya
and other countries.

—

The increased development

of the gas market in Italy and its full
integration with European markets will,
according to forecasts, have a positive
impact on energy prices, cutting costs
for Italian businesses and enabling
important savings for households.

Italy is included in 3 of the 4 priority
energy corridors under the projects
of common interest defined by the
European Commission.
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The security of gas supplies

If gas, like every energy resource, follows the route of demand, then Europe has

a lot to do: accounting for 13% of global consumption it actually only possesses
1% of reserves, and has to make up the difference through imports. These figures
give rise to the vital need to guarantee procurement security through long-

term strategies and policies, promoting greater market liquidity and facilitating
integration through the development of network connections.

In this situation opening up new routes and connecting Italy with strategic areas
of the Eastern Mediterranean and Caspian Sea where the countries involved bring
their gas to Europe becomes vital.

The domestic electrical system power plants would also benefit, with around 40% of
production linked to gas, penalised by the subsidised development of renewable energy
sources and maintaining the weighting of coal in the electricity generation mix.

In years to come it will also be vital to upgrade current transmission systems and
develop new LNG storage plants and terminals, in efficient locations connected
with the existing network to deal with changes in demand for energy and
guarantee an adequate response to consumer needs.

Energy corridors and Italy’s key role

Thanks to the interconnectivity of the Snam network, Italy is already the country in
Europe that can count on the largest number of sources of supply. As well as from
domestic production, the Italian system can also receive gas through four imports via
gas pipelines and 3 regasification terminals.

In 2020, it is projected that gas will also be imported from the Caspian Sea region
through the construction of the Trans Adriatic Pipeline, the terminal pipeline of the
projects for the Southern Gas Corridor, one of the European Union’s strategic priorities.
The development of the two-way capacity in the north of Italy along the South-North
corridor (reverse flow), which is expected to be completed in 2018, may make Italian
sources of supply accessible to other European countries.

Snam's contribution to sustainable development
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DIVERSIFICATION OF SOURCES OF SUPPLY SECURITY OF SUPPLIES

0%
I 90%

100%

I 120%
>120%

Number of sources with a significant impact on prices (situation as at 2017) Indicator N-1 (situation to 2020) (source ENTSOG TYNDP 2017)

— Indicator N-1 is a system infrastructure flexibility indicator: at the time when
Despite its high dependency the largest source of procurement starts to fail it indicates how the country
on imports, Italy has the greatest
degree of diversification in Europe
of procurement routes and sources.

is capable of replacing it by using other available sources. As far as Italy is
concerned, if one of the procurement sources fails, the remaining infrastructures
are capable of satisfying over 120% of the area’s total demand for gas, calculated
during a day when demand for gas is particularly high.

Natural gas for decarbonisation - 2016 Sustainability Report
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GAS ROUTES AND ENERGY SECURITY

Snam'’s international growth aims to consolidate the European
infrastructure system facilitating the alignment between

the interests of consumers and producers, promoting greater
liquidity in the South European gas market also through the
development of new routes, and preserving the connection
between the United Kingdom and continental Europe.

NEW GAS ROUTES AND SNAM'S ROLE

TIGF @Interconnector m go%GASCONNECT @M
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The reverse flow is the largest
infrastructure project realised by Snam
in the last 50 years.

It marks a watershed in the history of
Snam and that of the country because
it transforms Italy from a consumer
country to a gas transit country,

at the heart of the European corridors.
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The development of the South-North corridor

Snam is involved in the construction of the two-way connection between Italy
and continental Europe, in cooperation with the Belgian operator Fluxys, through
the creation of a reverse-flow capacity in the pipelines connecting ltaly, via
Switzerland, to Germany (Trans Europa Naturgas Pipeline, TENP) and France
(GRTgaz network). Snam'’s presence (with a 31.5% stake in a joint venture with
Fluxys) in Interconnector UK, the operator of the two-way pipeline connecting the
United Kingdom and continental Europe, has given this project a further boost.
Narrowing the field down to Italy, the main project along the South-North
corridor involves connecting Italy, via Switzerland, to France and Germany. Snam
already completed the first phase of the project in 2015, which made the reverse-
flow capacity available at the connection point with Switzerland (Gries Pass) 5

million cubic metres per day, equal to approximately 2 billion cubic metres per

Snam's contribution to sustainable development
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As the central hub of the European gas
networks, Gas Connect Austria makes
a significant contribution

to the procurement of natural gas

in Austria and other countries such

as Germany, France, Slovenia, Croatia
and Hungary.
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year. The second phase will allow the expansion in 2018 of the reverse-flow
capacity to up to 40 million cubic metres per day, giving a total annual export
capacity of 13 billion cubic metres, distributed among the connecting points with
Switzerland (Gries Pass) and Austria (Tarvisio).

The development of the West-East corridor

Through the acquisition in 2013 of the French company TIGF (with a 40.5%
stake), Snam oversees an important strategically-located energy hub along the
route connecting France and the Iberian Peninsula.

Through TIGF, Snam can contribute to the integration of the Spanish market

with the French market and, looking ahead, also the markets of other European
countries located along the West-East axis.

Snam also controls 84.47% of the Austrian TAG (Trans Austria Gas Pipeline)
through which gas from Russia is sent to the Italian border (Tarvisio).

The TAG is the most important gas importation infrastructure for the Italian
market and can potentially be used in reverse-flow in the direction of Eastern
Europe and southern Germany.

In December 2016 Snam, in a consortium with Allianz, also completed

the acquisition from OMV, the main Austrian oil & gas company, of 49% of Gas
Connect Austria GmbH (GCA). GCA is the company that manages a network of
high-pressure gas pipelines in Austria, which cover approximately 900 km and it is
involved in the marketing and supply of transportation capacities to border points
and the transportation capacities required by domestic demand for natural gas.

The connection with the Caspian Sea region

In September 2015, Snam signed a memorandum of understanding with Socar,
the Azerbaijan state-owned oil & gas company, for the joint evaluation of
initiatives aimed at developing the Southern Gas Corridor.

At the end of 2015 Snam became a shareholder in TAP (with a 20% stake
purchased from Statoil), the company constructing the Trans Adriatic Pipeline,
the pipeline that will enable the gas produced from the Shah Deniz 2 field in
Azerbaijan to be transported to Turkey, Greece and Southern Italy.

STORAGE FOR THE DIVERSIFICATION OF PROCUREMENT AND THE CREATION

OF THE EUROPEAN GAS MARKET

With 9 active fields, Stogit is the major Italian and European operator in the
storage of natural gas.

Stogit re-uses exhausted fields for gas storage. In this way, without altering the
status of places and prioritising the protection of the area, the gas is conserved
in the same security conditions as it was kept in by nature for millions of years.
Snam — with TIGF — also has a presence in the storage segment in France, where
it manages 2 gas storage facilities in aquifer reservoirs, with the same safeguards
and security for the area as for operations in Italy.




Snam’s regional transportation
network, made up of the remaining
section of pipelines, makes it possible
to move natural gas in defined
territorial areas, usually on a regional
scale, to supply gas to industrial and
thermoelectric consumers and urban
distribution networks.

SNAM RETE GAS

— National Gas Pipeline network

@ Compression stations

4 Entry points

 Entry points/Reverse Flow

LNG ITALY

@ (Regasification Terminal

STOGIT

@ @  Storage Fields
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SNAM AND THE NATIONAL GAS INFRASTRUCTURE

Snam’s domestic network of pipelines moves gas from the
system entry points and domestic production areas to points
connected to the regional transportation network and storage
facilities.

PASSOGRIES 4) TARVISIO

4) corizia

4 CAVARZERE
(regasification terminal)

PANIGAGLIA GNL }
(regasification terminal)

LIVORNO OLT N
(regasification terminal)

MAZARA DELVALLO }

GELA P

In Italy, Snam is responsible for the natural gas transportation, dispatching and
storage business segments and the regasification of liquefied natural gas, making
the necessary capacity to deal with market demand available and satisfy the
requests submitted by shippers (network users) through the use and development
of its own transportation network.

Snam makes use of an integrated infrastructure system made up of 32,508 km of
methane pipelines, 11 compression stations, 9 storage fields and a regasification
plant, as well as a dispatch centre for transportation and one for storage.

The natural gas introduced into the national network originates from imports
and, to a lesser extent, national production. The gas from abroad is injected into
the national network via eight entry points where the network joins up with the
import methane pipelines (Tarvisio, Gorizia, Gries Pass, Mazara del Vallo and Gela)
and with the LNG regasification terminals (Panigaglia, Cavarzere and Livorno).
Domestically produced gas is introduced into the Network through 53 entry
points from the production fields or their collection and treatment centres; the
gas storage fields are also connected to the network.

Snam's contribution to sustainable development
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WE MAKE THE AIR CLEANER

Air pollution is a major problem also in Italy. EU regulations set targets for reducing emissions, which will require
a major development of alternative fuels and the replacement of older, more polluting vehicles. A simple, rapid
and economic solution is to use natural gas or methane for vehicles (CNG - compressed natural gas).

NATURAL GAS, THE “"GREENEST"” FOSSIL FUEL CcoO
The use of methane instead of traditional fuels 2
(petrol and diesel) reduces CO, (carbon dioxide)

NOXx PM
emissions by approximately 40%. .
This gas is responsible for the “greenhouse effect”
and global warming, approximately 94% of NOx
(nitrogen oxides), which cause “acid raid”, and as - 40% —94%
much as 95% of PM (particulate matter)
emissions, which are most harmful to our health.

LESS EMISSIONS

TRIPLING THE NUMBER OF NATURAL GAS VEHICLES

Cco, NOx PM
To improve the current situation, a first step could
be to replace two million traditionally-fuelled vehicles
(approximately 6% of vehicles circulating in Italy)
with natural gas vehicles.
This would amount to three million natural gas-fuelled
vehicles (there are currently one million), with
a reduction — calculated based on the total fleet pr -
of vehicles — of 4% CO,, 10% NOx and 12% PM.

EMISSIONS DECREASE

—_
3 millions 2 millions

cars fuelled cars to
by natural gas replace

A FINANCIAL SAVING FOR ALL
In addition to the environmental benefits, MORE KILOMETRES EURO SAVED
financial advantages are also gained. WITH METHANE IN 5 YEARS

The cost of natural gas is, in fact, much lower

than that of petrol and diesel. Furthermore,

it is more efficient: one kilogram of natural gas

enables you to travel more %ilometres thangone 1 kg 800
litre of petrol. An increase of up to three million methane millions
in the circulating fleet of natural gas vehicles

would save Italian families and businesses up

to €800 million in five years.

Tlitre
of petrol

Natural gas for decarbonisation - 2016 Sustainability Report
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SAFE, RELIABLE AND READILY-AVAILABLE + + +
TECHNOLOGY OCCUPATION INFRASTRUCTURES TECHNOLOGIES

A greater dissemination of natural gas may not

be long in coming, given the spread of gas

network infrastructure and the high-level of

technological know-how achieved in Italy.

The technology is safe and extremely reliable. Its

development would also have significant positive y .
effects on both national employment and the

economy (€1.5 billion for natural gas technology

and over €1 billion for natural gas distribution
infrastructure in Italy). ':l

SNAM'S COMMITTMENT

To increase the number of natural gas vehicles, it is DOUBLED
necessary to act mainly on the number of fuel stations, THE SERVICE P .
which currently stands at approximately 1,100 in [taly, STATIONS

unevenly distributed in the various regions. Snam,
over the next five years, will invest approximately
€150 million to promote the development of facilities
for the supply of natural gas.

The aim, within a decade, is to double the number

of service stations, with a more balanced distribution
throughout Italy. This will promote the development

of the circulating fleet of both light and heavy vehicles.

[
A CHOICE PROJECTED INTO THE FUTURE COMPARISON OF WELL-TO-WHEEL CO, EMISSIONS
Equipping our country with the infrastructure 100 equals to the fuel with the highest emission.
and technology needed to use natural gas may
lead to even greater advantages in the near future.

Petrol 1.2 NI 100

They could become a platform for the development o
of renewable sources, such as biomethane, TwinAir Methane NN 69
a fuel with an environmental footprint similar Electricity (Mix EU) N 44
to that of electricity. Methane and 40% of Biomethane NN 43

They could also promote an increased domestic
production of natural gas, with positive effects
on the agriculture and food sector, as biomethane TwinAir Biomethane (100%) B 3
is also obtained from the processing of agricultural

and agro-industrial by-products.

asad ] .

Electricity (100% Wind-powered) W 3

Snam’s contribution to sustainable development



