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The next few years will be a period of great change for the sectors in which the companies of the gas 
chain operate, with the markets that will have to evolve to develop an efficient, integrated and 
sustainable European energy system from the environmental point of view. This development will 
take place in an increasingly dynamic context by virtue of the considerable changes in the methods 
with which the European energy markets have operated up until today. Take, for instance, Europe’s 
growing dependency on third countries for the supply of natural gas. Europe’s long-term energy 
strategy in Europe, outlined in the Energy Roadmap 2050 communication, identifies a possible path 
beyond 2020 that sets ambitious targets to reduce greenhouse gases, with total decarbonisation in 
2050.  

In the commission’s opinion, in this strategy natural gas will play a key role in transforming the 
energy system, at least until 2030, because this source is the fossil fuel having the lowest emissions 
of CO2 and is the main back-up solution for the renewable sources as well as a basic element in the 
energy policies of various member states (e.g. the phase-out of nuclear power in Germany and the 
exploitation of unconventional gas). Already today the natural gas sector is undergoing a profound 
change in the operating methods of the markets by virtue of the significant changes in the global 
structure of gas supply and demand, policies for the sustainability and efficiency of energy uses as 
well as the new set of rules recently adopted or under approval in Europe.  

Snam’s strategy takes into account the recent developments of these European energy policies to 
promote competitiveness, sustainability and security of supplies. In particular, the European Union 
has adopted specific measures aimed at promoting the creation of a domestic gas market. 

These measures can be classified in several areas of intervention. Firstly, the unbundling of assets 
regulated by the companies that perform the production and supply functions in order to ensure an 
efficient non-discriminatory access to the essential infrastructures. Secondly, harmonisation and 
cooperation between the Member States, the national authorities and the TSOs to promote the 
integration of national markets in a Pan-European market. Third point: the introduction of entry-exit 
tariff systems, the development of a market based on balancing economic merit and the growth of 
gas exchange markets to foster the market’s liquidity. 

Finally, measures for the development of infrastructures were introduced to ensure the security of 
gas supplies and make the integration of markets easier. These measures are intended to promote 
the diversification of sources of supply, thus encouraging the flexibility of the infrastructures and 
creating reverse flow capacities. In addition, the creation of an internal market requires that the gas 
could be able to be exchanged between different systems by developing interconnections between 
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the national networks. Therefore, these measures will encourage the development of new 
infrastructures and the upgrading of existing assets, even in a context of moderate growth in 
consumption. 

Last April the European Council and Parliament adopted EC regulation no. 347/2013 regarding the 
guidelines for trans-European energy infrastructures (so-called regulation on projects of common 
interest) aimed at promoting the construction of energy infrastructures, considered of overriding 
importance to ensure the competitiveness, sustainability and security of the European gas market. 
Inclusion amongst the NCVs may guarantee an investment project benefits such as simplified permit 
procedures, financial support and regulatory incentives connected to the realisation of the 
investment. 

The projects of common interest to the natural gas sector should be developed along four energy 
corridors and regard investments in transport networks, storages and LNG, with impacts on at least 
two member states. It should be noted that Italy falls within 3 of the 4 corridors. This confirms that 
Italy is logistically positioned at the crossroads of the directrices of diversification of supply sources 
needed to meet Europe’s gas demand. 

The projects of common interest will be identified by a cost to benefit analysis that will allow us to 
assess the benefit each project gives with regard to the development of the priority energy corridors. 
This evaluation will be made on the basis of specific criteria: integration of the markets, 
interoperability and flexibility of the system, security of supplies, competitiveness and diversification, 
sustainability. Both the Snam reverse flow project and and the Adriatic network development 
project, which we will comment on afterwards, are part of the list of projects that will be submitted 
for final approval. 

The necessary interdependence and consistency between the infrastructures that will be identified 
as projects of common interest and the priority infrastructures defined within the national energy 
strategy must also be considered. Many significant modifications to the regulatory model designed to 
promote integration and competition have been progressively introduced in Italy, in line with the 
evolution of European energy policy. Specifically, recent application of the ownership unbundling 
model is likewise the result of this new regulatory framework for Snam. 

Snam continues its proactive participation in ENTSOG (group of operators of the European 
transportation systems) in order to foster harmonisation of regulation in Europe. Progress at the 
national level with regard to the need for growth of the Italian gas market liquidity continues. 
Recently, additional storage capacity was made available for industrial and thermoelectric customers 
and for those uses that can promote integrated services along the gas infrastructure chain, 
particularly between regasification and storage. This represents an important step forward compared 
to the previous situation in which storage capacities were dedicated to only the residential market. In 
addition, the Italian legislative framework promotes the development of appropriate cross-border 
capacities with other European countries to meet the demand and increase the security of the 
supplies. With reference to the context in which Snam operates, it is important to briefly analyse the 
forecasts of the European gas market over the medium and long term. 
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Forecasts estimate a moderate average annual growth of about 0.5% from the 2010 level (about 540 
billion cubic metres), up to about 600 billion cubic meters in 2030, for Europe’s gas demand. More 
specifically, the moderate growth in gas demand, combined with the drop in reserves and domestic 
production of gas (particularly in the UK and in the North Sea) will increase net imports of gas from 
approximately 65% of total demand in 2010 to an considerable 85% in 2030. Furthermore, with gas 
reserves substantially concentrated in Russia and in the Middle East and North Africa, Europe will 
depend more significantly on these regions to meet its gas demand in the future. 

Owing to the above, the security of supplies in Europe is closely related to the diversification of the 
sources, the flexibility of the infrastructures and the development of the interconnections. Selected 
investments, both in gas pipelines and in regasification plants, will therefore be consistent with this 
trend of the context to meet the gas demand in Europe. 

By taking a closer look at the gas market in Italy and using the year 2012 as a reference, our gas 
consumption forecasts show an increase over the medium and long term of 1% for the period 2012-
2025. The thermoelectric sector will continue to be the key driver for gas consumption, even over 
the long term, where an average annual growth of 3% related to growth in electricity demand (1% 
per year until 2025), to the reduction of electricity imports (-4% per year until 2025), and to the 
increase in thermoelectric generation (1% per year until 2025) is estimated. 

The growth of gas consumption in the industrial sector, about 1% per year, is based on GDP growth 
estimates. Residential and commercial consumptions show, over the medium to long term, the 
typical pattern of a mature sector as it remains stable during the plan period and afterwards shows a 
decline, mainly due to the adoption of energy efficiency measures and the use of renewable sources. 
The growing role of transit must also be emphasised at the Italian gas system level. In the coming 
years, the Italian gas market will experience an increase in imports, from the current 68 billion cubic 
metres to about 90 billion cubic metres in 2025, to meet not only Italian gas demand and the fall in 
domestic production, but also the increasing flows of gas exported to the European markets.  

In line with European strategy, aimed at maximising the security and diversification of supplies, Snam 
believes that the development of its infrastructure will provide an important platform for the transit 
of gas from the diversified sources of the supplies to the European markets. In order to ensure an 
effective process of evolution towards the creation of the internal gas market, the European 
Commission and the Council of European Energy Regulators (CEER) have developed a medium-term 
outlook of the structure that the European natural gas market should take on (so-called target 
model), a non-binding model but one that draws effectiveness from the institutions involved and 
frome the vast participation of the stakeholders in its drafting. 

The target model outlook is based on three pillars. In primis, structure access to the European 
network so as to form functioning wholesale markets. Those markets that will not be liquid enough 
will have to undergo intervention and may be integrated into larger cross-border markets. Secondly, 
encourage the alignment of prices over the short, medium and long term through a strong 
interconnection of wholesale markets to be achieved through cross-border exchanges and trading 
between hubs, fostered by two-way transportation capacities and harmonised rules (European 
codes). Third, ensure the construction of economically sustainable infrastructures after by identifying 
the investments in new capacity through harmonised market-based procedures.  
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According to the idea of the target model, in the years to come the domestic market will evolve into 
a system with no more than 8 to 10 wholesale markets after the markets with insufficient size and 
liquidity are aggregated. These markets (hubs) should be closely connected to each other with the 
coordinated construction of interconnection infrastructures and two-way transportation capacity. 
The TSOs of standard cross-border capacity products (bundled products) must jointly sell with 
common and coordinated auction procedures across Europe using IT platforms. 

In this European gas market context, the role infrastructure operators such as Snam therefore play is 
that of developing complex projects and manage integrated cross-border gas infrastructures, which 
is a crucial role in the development of this European market. For this purpose they use their own 
industrial know-how and skills and reliable reporting capabilities in the commercial and regulating 
areas. 

Snam’s strategy and investments plan falls within the Italian and European context of reference 
described so far. In particular, to support the development of the European gas market, the Italian 
gas system should ensure a high level of security, flexibility and liquidity. This will be achieved 
through the realisation of substantial transfer and storage capacities and sufficient cross-border 
infrastructures, including additional capacities for the physical reverse flow of gas from Italy to the 
other European countries.  

In particular, the cost of investments in the transfer business is dedicated to meeting the capacity 
requirements and to ensure diversification of the sources of supplies for the shippers. These 
developments should not only promote a higher level of security and flexibility of the gas system, but 
also the transit of gas to European markets by the physical reverse flow of gas from Italy to the other 
countries and the development of additional interconnections with the networks in other countries. 

On the subject of storage, our significant investment plan is defined to ensure greater storage 
capacities in the gas system in terms of both modulation and peak capacities in order to optimise the 
balance of the entire gas system and offer modulation services to industrial customers. At the same 
time, by increasing the storage capacities Snam creates the conditions that foster development of 
greater liquidity in the gas system. This approach will encourage the use of our storage system to 
create gas exchange opportunities in the European markets in the coming years. 

Now we will talk about the main content of Snam’s investment plan, which calls for the construction 
of infrastructures necessary for developing our group’s strategy. The Snam 2013-2016 investment 
plan in Italy, which amounts to € 6.2 billion, will support the estimated annual growth rate of 3.4% of 
our consolidated RAB (regulatory asset base). In particular, Snam plans to invest € 1.3 billion in 2013 
and € 4.9 billion in the remaining period of the plan, with distribution to the businesses divided as 
follows: 60% in transport, 15% in storage and the rest in distribution. 

The projects that we are developing in Italy will make establishing and developing the future gas hub 
of southern Europe easier, and they are perfectly in line with the requirements of the Third EU 
Directive in terms of cross-border capacity development. As for imports, the key projects in our 
transfer investment plan are the developments from south to north, which will increase capacity at 
entry points from the south to 8 billion cubic metres, associated with the construction of a new 
regasification terminal or the development of a new entry point in the south of Italy. All these 
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projects will be on line by 2019. The total investment in the south-north developments comes to 
about € 0.7 billion during the 2013-2016 plan period, with about € 3 billion more beyond this period.  

Turning now to exports, the projects will provide for the development of new pipelines (+450 km), 2 
new compressor stations and the expansion of an existing station (+100 mw of installed capacity) to 
allow the physical reverse flow in the pipelines. The total investment dedicated to the creation of the 
reverse flow capacity is € 0.9 billion in 2013-2016, with an additional € 0.2 billion beyond this plan 
period. 

All the presented projects will guarantee the Italian gas system the potential to export about 5 
MCM/day of gas at the in Passo Gries entry point and about 18 MCM/day of gas at the Tarvisio entry 
point by 2015. Beyond 2016, the maximum export capacity will reach values of 40 MCM/day at the 
Passo Gries entry point and will remain at 18 MCM/day at the Tarvisio entry point. 

The projects under development in the tranportation business will create an additional import 
capacity of about 15 MCM/day within 2016 (OLT Livorno), totaling about 350 MCM/day, representing 
an increase of 4% compared to 338 MCM/day of available continuous capacity in 2012. Completion 
of the projects already under construction will lead to a further increase of the total capacity at the 
entry points, up to about 380 MCM/day beyond 2016 (377 in 2019 with +24 Porto Empedocle and 
389 in 2020 with +12 Panigaglia). 

Turning now to the storage business, the projects included in our investment plan will lead to a 25% 
increase in the modulation capacity, which would reach about 13.5 BCM in 2016 (from the current 
10.7 BCM), excluding the strategic storage, which is currently 4.5 BCM. In addition, there will be a 
14% increase in peak capacity that is expected to reach 314 MCM/day in 2016, compared to the 
value of 275 MCM/day in 2012. 

These developments will increase the level of security and liquidity of the gas system in order to 
create the necessary conditions for the development of a gas hub in Italy, also thanks to the storage. 
We are also committed to ensuring new modulation services to all shippers, including industrial 
customers, that ensure them an increasing level of flexibility. The development of expected capacity 
for storage is consistent with the requirements of Italian Ministerial Decree 130 which provides for 4 
billion metres of capacity available for industrial users by 2015, noting once again that our strategy is 
in line with the development needs of the Italian gas market. 

Now we will briefly describe how Snam is developing its international strategy. In January 2012 Snam 
and Fluxys, the company that builds and operates natural gas transportation and storage 
infrastructures and LNG terminals in Belgium, signed an agreement for the assessment of future joint 
strategies aimed at seizing potential opportunities for development in the gas sector in Europe. The 
agreement involves natural gas transportation, storage and regasification activities through projects 
designed to strengthen the flexibility and security of the supplies of existing European 
infrastructures. The initiatives also regard the reverse flows, in line with the recommendations and 
provisions of the Third European Directive adopted by the EU parliament and council to promote an 
integrated gas market in order to promote cross-border flows and connect the major infrastructures 
of gas exchange in north-western and southern Europe. 
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In this context, the ENI and E.ON shares in the company Interconnector UK company were 
purchased, reaching a 31.5% stake, and in the companies Interconnector Zeebrugge Terminal and 
Huberator. Furthermore, last August Snam and Fluxys took a further step forward in strengthening 
the security of supplies for the European gas market by signing of a memorandum of understanding 
to co-ordinate the development and marketing of reverse flow capacities from south to north, 
between Italy and the UK. With this agreement, the companies strengthen their cooperation in the 
spirit of the EU Third Energy Package, which provides for greater integration of the European gas 
market. 

Snam’s international strategy continued to take shape throughout 2013. In February, 2013 Total 
started exclusive negotiations with the consortium formed by Snam (45%), the Singapore sovereign 
fund GIC (35%) and the French energy company EDF (20% through a dedicated asset fund) for the 
acquisition of TIGF, Total’s company active in the business of transportation and storage of gas in the 
south-west of France. Based in Pau, TIGF (Transport et Infrastructures Gaz France) employs over 500 
people and operates a network of pipelines that extends for about 5000 km in the south-west of 
France, as well as two major storage sites located at Lussagnet and Izaute. Following the completion 
of the transaction, Snam will hold control over TIGF in conjunction with the financial partner GIC, and 
will provide its industrial expertise and know-how to the consortium in order to implement the best 
practices it has for the management and development of gas infrastructures. 

The acquisition of TIGF is in line with the targets of Snam’s international growth since it opens the 
way for building a strategic platform for the development of the gas infrastructure in Europe and for 
creating opportunities for debottlenecking the LNG import capacities in Spain, by connecting the 
Iberian Peninsula to the rest of Europe, including Italy. This acquisition will allow Snam to diversify 
the regulatory and geographic risk while also providing new opportunities for investment in various 
stages of development of the infrastructure investment cycle. 

Over the past decade the context of reference of Snam’s business has focused on the national level 
and has been characterised by a strong need for development of infrastructures, for the growth of 
gas demand, and for the reduction of costs and improved efficiency. In this context, the regulation 
system has been developed and it offers specific incentives for new investments and for achieving 
efficiency gains. However, the business context is rapidly evolving and taking on an increasingly 
European dimension, especially in light of the objectives of EU energy policy aimed at creating an 
integrated gas market.  

The increase in Europe's dependence on imports will change the demand and supply scenarios, 
requiring new energy corridors to supply Europe. The new investments will be primarily required to 
increase the security of the supplies, the diversification of sources and the interconnection of 
national markets, with the creation of reverse gas flows. All this can lead to substantial changes in 
the markets, like the Italian market, which since it is at the crossroads of the new energy corridors 
may evolve from an end consumption country to one of gas transit. In this sense, regulatory 
incentives for new investments will continue to be one of the main drivers to bring value to our 
business in the future as well. 

However, market and liquidity developments do not require just new investments, but also the 
availability of services which facilitate the exchange of gas between the operators participating in the 
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market. To allow all this, the role of the infrastructure operators will have to evolve from that of 
asset owner (owners of infrastructures) to that of system operator. In this way, even if the the 
potential for efficiency gains will decrease in the future, the introduction of new services - coupled 
with a consistent regulatory evolution - may activate new revenue streams coming from the 
incentives on the outputs (results) and on the quality of services supplied. 

The introduction of these services may support Snam’s international strategy, since our group is 
perceived as a facilitator of the market and, as such, an ideal partner for the realisation of joint 
ventures with other operators towards the progressive integration of the European gas system. In 
this continuously changing context, the infrastructure systems operator has the opportunity to 
supply new services to increase liquidity of the gas market. 

I will cite a few examples below to give you an idea of the new activities we are going to ensure in 
the near future. In the transportation business, short-term cross-border services (bundled capacity 
products) is being implemented in advance. These services are offered to the market through 
common platforms between the TSOs. To meet this objective, Snam is a shareholder of Prisma 
(18.25%), a new European company that is developing these new tools that allow commercial 
connection of the PSVs (Virtual Exchange Points) to the main gas hubs in Northern Europe (7 hubs 
with 19 participating TSOs). 

With reference to the storage business, new services to respond to the growing needs for user 
flexibility is in progress, in addition to the basic modulation service. The future European codes may 
include incentive schemes for TSOs in supplying services aimed at supporting a better functioning of 
the market and to provide timely and accurate information to the shippers concerning the daily 
consumption of their commercial portfolios. 

Finally, a joint cooperation with the gas exchange operators for the proper functioning of the gas 
trading platforms to increase the liquidity of the spot and futures gas markets with physical and 
financial products has been launched. Considering the key role that these services play in creating 
the internal gas market, we are working with the relevant institutions in order to create the 
conditions to draw value from these services. 

As is well known, the European Council has set a target for the creation of the internal energy market 
at the end of 2014. The network codes are a fundamental element in achieving this goal, as 
harmonisation of the rules is a necessary condition to allow natural gas to flow barrier-free between 
the different national markets. Following approval of the Third Energy Package, the Commission 
identified the following areas as priorities for the development of European codes: allocation of the 
transfer capacities (CAM), balance, interoperability and tariff structures. 

Initiatives to implement European codes in advance are currently in progress. In particular, Snam 
Rete Gas - along with 18 other European transporters - formed the company Prisma with the aim to 
implement the CAM code by offering capacity products through a single common IT platform. 
Through this platform, Snam Rete Gas has today begun offering day-ahead products and activities to 
continue over the next few months with the introduction of additional planned products are in 
progress, thereby facilitating the use of infrastructures by users through common systems and 
harmonised processes. In particular, since 1 April 2013 Snam has been booking the "day ahead" 
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capacity at Tarvisio (bundled with TAG), Passo Gries and Gorizia through the European Prisma 
Platform (with the participation of 19 transporters of 7 European countries). 

The data on the sale of the day-ahead capacity at Tarvisio and Passo Gries in April-May 2013 follow: 
gas sold 33,000,000 kwh/h (about 74.25 million cubic metres) 90% on Passo Gries, 34 gas days 
affected by the transactions, amount of the transactions ~ € 160 k. 

Common and harmonised rules for the trading of transfer capacity on the secondary market, where 
Prisma transportation operators are actively working in collaboration with the relevant national 
authorities, are also being developed (with the implementation horizon set for the end of 2013). The 
entry of additional transportation companies into Prisma will allow this project to become the future 
European platform, which in the case Switzerland should also participate, would allow full integration 
of Italy with the North Europe hubs from a business point of view. 

A further measure of early implementation of the CAM code is represented by the adoption of the 
unit of measure of regulatory reference set out in the Code of the European Network on the Capacity 
Allocation Mechanism. The mandatory date of implementation is before the end of 2015. Adoption 
of the new unit of measure of reference - with transition from joules to kwh - as the reference to be 
used at the European level is not achieved by simply using a fixed conversion constant. With the 
different combustion t of reference, determination of the new GCV value as the amount of energy 
obtainable from the combustion of a unit volume of a real gas of known composition is required, 
assuming that the initial temperature of the reagents is 25°C and the final temperature of the 
reaction products is 25°C (currently 15°C). The early adoption of the new unit of measure of 
reference will make integration of the gas market within Europe easier, with the use the same unit of 
measure in the gas market and electricity market and the use of a single unit (kwh) for all processes 
in the gas field: allocation of capacity, balancing, billing, gas exchange (GME). 

In summary, the role of the TSO must evolve from that of simple infrastructure asset owner to the 
more complex role of market facilitator, which above all includes the ability to develop integration of 
infrastructures while ensuring the technical capability of the transportation, regasification, storage 
and international interconnection infrastructures. In addition, it includes the supply of new 
integrated services to meet the needs of flexibility and optimisation of the gas portfolio of the users 
of the hub and of the interconnected hubs. The specific skills for the first role are the capability to 
develop, optimise and manage interconnected infrastructures; those relating to the second role are 
coordination and management of information between the hub and the interconnected hubs. 

The role of market facilitator will assist integration between the hubs (with the development of hub-
to-hub products), fostering market liquidity and the security of intra-European supplies. Finally, it will 
promote the attractiveness and competitiveness of the promoter hub, with positive impacts on the 
TSO that operates it and on its domestic system. 

 


