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Mr. Speaker, Honourable Senators, 

first of all I would like to thank you for the invitation to participate in this inquiry that gives me the 

opportunity to illustrate to you how Snam, as infrastructural operator, can make a significant 

contribution to augment the competitiveness and security of the Italian energy system. 

The availability of low-cost energy is an essential factor to guarantee the competitiveness of 

industrial economies. The need to provide our country with an adequate infrastructural system that 

allow the transmission of “safe energy at competitive prices” has always been a priority for Snam in 

its more than seventy years of history. These priorities are even more significant considering the 

increasing dependency on foreign supplies, the recent political instabilities of the producer and 

transit countries (the Libyan and Ukrainian crises for example), peaks in consumption related to 

climatic changes as well as the dynamics of increasingly volatile market prices. 

You are all familiar with Snam, its history that began in 1941, and how in 70 years it built one of 

Europe's leading gas networks, guaranteeing security and continuity of supply to Italian families and 

businesses. A company on whom, in the past three/four years, changes and improvements have 

been concentrated in terms of organisational structure and changes to regulatory environment, to 

profoundly mutate its appearance and to make it one of the leading Europeans concerns in the 

integrated gas-infrastructure management. 

 

The company 

Snam’s story began in 1941 when the company was set up. In 2000, with the so-called Letta Decree, 

the legislature incorporated, in Italian regulations, the first European directive (98/30/EC) on gas-

market deregulation and decided for the corporate separation of the transmission and dispatching 

activities from all the others, such as procurement and sales, for example. 

With the formation of Snam Rete Gas, the shares were listed on the Electronic Equity Market (MTA) 

organised and managed by the Italian Stock Exchange on 6 December 2001. The placement, that 

took place in a particularly delicate moment for international markets, ended quickly and with 
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optimal results. Since its listing, Snam has been progressively included in six share indices, three 

purely financial and three sustainability indices. 

In 2009 Snam Rete Gas acquired 100 % of Stogit and Italgas from ENI for an overall sum of € 4,509 

million. On 1 January 2012, Snam acquired a new ownership structure to comply with regulatory 

provisions bringing into effect, on a national level, the European Union’s Third Energy Package: the 

company changed its company name from Snam Rete Gas to Snam and conferred its transport, 

dispatching, remote gas control and measurement business units to a new company. The latter, 

which took the name of Snam Rete Gas, took the form of an Independent Transmission Operator 

(Italian Authority for Electricity and Natural Gas certification issued recently). To avoid confusion with 

the vertically integrated company (Eni), from 1 January 2012 Snam adopted a new trade mark (also 

included in the documentation submitted to the Italian Authority for Electricity and Natural Gas for 

certification), which reutilises the old Snam logo from the 1940’s. 

In January also, the new Government opted for the ownership separation model and to separate 

Snam from Eni. With the Prime Ministerial Decree of 25 May 2012, the time and methods were 

defined for the sale, to the Savings and Loan Fund, of at least 25.1% of the Snam shares held by Eni 

and the sale, by Eni, of the remaining portion of Snam’s capital by way of transparent and non-

discriminatory sales procedures, compatibly with market conditions (no anticipated ceiling to 

participation by new investors). 

Snam at the same time is pursuing its course of action, interconnecting with the European network, it 

is carrying out the development projects anticipated in its investment plan, it is participating actively 

in the definition of common rules (ENTSOG), and it is entering into collaboration agreements with 

other operators (Fluxys).  

The integration between Snam’s activities, all subject to regulation, makes it a unique operator in the 

sector, a leader (second) in Europe in gas infrastructures. Snam’s integrated presence in all regulated 

gas activities guarantees the maximum flexibility and security for the Italian gas system through 

important operational synergies and unique know-how in the sector and in the European panorama.  

As prescribed by law, Snam is currently no longer active in the production, importation, and sale of 

gas. The rules on access to infrastructures, the costs and the rates for access to Snam’s assets are 

determined and/or subject to control by the Italian Authority for Electricity and Natural Gas, ensuring 

equal access for all operators concerned. In its role as infrastructure operator and in virtue of the 

services offered, Snam nevertheless plays a fundamental role for the development of a competitive 

gas market in Italy from which our country’s citizens and industries can benefit. Snam provides and 

distributes value for its employees: more than 2,000 million are paid each year to the Government, 

to its financers, and to its shareholders, which include Cassa Depositi e Prestiti, Italian and foreign 

investment funds, and small private investors. 
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Snam features an excellent operational efficiency and a solid financial structure. Almost all of its 

revenues originate from regulated activities, the remuneration of which is determined by the Italian 

Authority for Electricity and Natural Gas. The estimated value of the capital employed for regulatory 

purposes as at December 2012 is € 23 billion, making Snam the second largest European provider. 

The Cash flow generated by the group is capable of supporting almost fully the flow of investments 

and the dividend policy decided on by the Board of Directors to remunerate its shareholders. The 

value Snam created is not just distributed to financers and shareholders, but almost half is 

distributed to the Public Administration in the form of levies and taxes, and to employees as wages 

and services for personnel. 

 

The price scenario 

As it is known, events in recent years have produced and are producing deep changes in the 

fundamentals of the natural gas market. First of all, the technological innovation for the exploitation 

of non-conventional reserves (shale e tight gas) has allowed the United States to modify its 

commercial energy balance, from an importing country to a country capable of meeting all of its 

consumption needs and potentially positioning itself as an exporter. Also, the European economic 

crisis has led to a strong contraction of energy consumption and demand and of natural gas, in 

particular, which dropped by about 15% over the last four years (equal to approximately 50 bcm). 

Finally, the energy policy choices of certain countries (the Fukushima accident for example) and the 

increasing demand in developing economies have led to a significant re-orientation of flows and 

supplies of liquefied natural gas towards countries of the Far East, supplies originally destined to 

European markets.  

Also as a consequence of these phenomena, the planet may currently be subdivided into three 

different geographical areas of natural gas price differentiation: North America, and in particular the 

United States, that benefits from very low prices (approximately $ 4 /MMBtu); the countries of the 

Far East, and in particular Japan, with very high prices (approximately $ 17 /MMBtu); Europe with 

intermediate prices, less than those of Japan but approximately three times greater than American 

prices (approximately $ 12 /MMBtu).  

To face the global market challenges, it is therefore necessary that Europe identifies further 

measures to regain energy-cost competitiveness. Europe is currently strongly dependent on extra EU 

producer countries where the majority of natural gas reserves lie. In virtue of the contraction in 

European Community production (in The United Kingdom and in the North Sea in particular) there 

will be a further increase of the need for European imports, estimated to equal a minimum of 150 

billion cubic meters in 2030.  
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With regards to infrastructure, procurement for the Italian system is guaranteed by the current 4 gas 

pipeline imports and by the 2 regasification terminals. In line with what takes place in Europe, Italy 

also is a country strongly dependent upon imports, which amounted to nearly 68 billion cubic meters 

during 2012 compared with an overall demand of approximately 75 billion cubic meters (national 

production equal to 8.2 bcm and storage balance of 1.5 bcm). 

In recent years, the European hubs have shown a tendency to increase the volumes exchanged, 

augmenting the liquidity of the gas market. The main index for measuring liquidity at a hub is the 

churn rate, calculated as the ratio between the volumes traded and those physically delivered. A 

churn rate greater than 10 marks a market with high levels of liquidity. British NPB is the only truly 

liquid European market, with a value of 14.3 during 2011. For the continental hubs, the churn rate 

comes in at values no greater than 4, with the sole exception of the Belgian hub ZEE and the Dutch 

hub TTF, with values of 4.9 and 4.3, respectively. The Virtual Trading Point (PSV), though presenting 

high potential for development, is positioned as a market with a still-limited churn rate, equal to 2.5. 

Gas prices of the North European hubs have shown a progressive alignment with the NBP thanks to 

the availability of gas from the North, to the availability of interconnections between the various 

hubs, and to trading of gas on spot and futures markets. 

The economic-financial crisis of 2009 resulted in a contraction in the demand for gas, activating an 

oversupply situation that caused a drop in prices on a continental level. Only after 2009 did 

favourable prices contribute to the recovery in gas demand and a progressive recovery in prices. In 

this backdrop, the PSV, though following the trends of the other markets, was characterised by price 

levels continually higher than those of the other hubs. Starting from last months of 2012, thanks to 

the availability of the commodity, to the possibilities of gaining access to foreign gas pipelines, and to 

the reorganisation of the balancing regime, we observed a progressive alignment of PSV prices with 

respect to the other European hubs. The convergence of prices between the European hubs and the 

Italian PSV has nevertheless proven to be an occasional effect. 

To restore competitiveness to our energy system, at least with respect to the other Eurozone 

countries, a structural alignment or even a reduction in prices to levels below those created in the 

principal European hubs is necessary. The rates of the infrastructural services, in particular those 

relative to transmission and storage, contribute by a very limited degree to total gas costs for end 

consumers. If we look at the components of the gas prices for end consumers, we note how the raw 

material and commercialisation costs represent about 50% of the bill whereas transmission and 

storage about 5%. 

An adequate regulatory framework for the development of infrastructures may lead to significant 

benefits to the gas system having at the same time a very limited impact on gas prices for end 

consumers. In that sense, the actions that the infrastructure operators may apply in the field to 

support market development and flexibility, both in terms of new investments and services, would 



 

 

 

 

  
 
       
 
 

 

 
5 

have an impact on rates significantly less than the benefits that could lead to a reduction in raw-

material and sales costs, thanks to an increase in competition in the Italian market and to its 

integration with the other European markets. 

 

Snam’s role 

To recover competitiveness in gas prices, our country must “change its skin” passing from a simple 

consumption terminal to a transit country, a sort of switching centre for the Europe’s energy 

procurement, an attractive pole for new “low-cost” gas resources stimulating healthy competition 

between the various producer countries. Were Italy to develop as a transit hub, becoming the 

beginning point and not the end point of gas flows in Europe, the price could structurally settle to 

lower levels.  

The capital expenditures meant to enhance the possibilities for gas procurement entail the 

construction of new incoming gas pipelines, LNG terminals, and storage sites to bolster existing 

infrastructures. Possible technical, commercial and regulatory cross-border trading barriers must be 

removed to favour exports and to fully valorise the level of diversification of the sources our country 

possesses and which have no equal in Europe: Italy currently enjoys six different supply sources 

(Russia, Northern Europe, Algeria, Libya, Qatar, national production) that will become seven with the 

arrival of Azeri gas after the final decisions on the TAP gas pipeline. 

The establishment of a strongly integrated and geographically well-disbursed network is an essential 

condition for the integration of European markets. From this perspective, Snam began intense 

cooperation with operators interconnected with its network to favour the integration of markets 

even through the realisation of two-way flows: the reverse flow project, that develops along the 

South-North corridor, will allow to interconnect the PSV with the most important Northern European 

hubs in reverse flow also; likewise, the Adriatic Network – with the annexed Sulmona compressor 

station – will allow the best possible conveyance of Azeri gas towards continental Europe.  

The quality of these initiatives was acknowledged on a European level also while identifying the list 

of common interest projects. Appropriate investment policies conveniently incentivised by the 

regulatory framework will be decisive for reinforcing market liquidity and the security of supplies. 

However, physical interconnections alone are not sufficient. It must be possible for the gas to be 

exchanged easily between the various systems, through “commercial” interconnections made 

possible by the availability of properly designed transmission services. I refer, in particular, to short 

term hub-to-hub products, offered in accordance with common and harmonised rules that allow 

commercial operators to gain access, with a single sales process, to the outgoing transmission 

capacity of one system and the incoming capacity in the interconnected system. Similarly, the 
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availability of short-duration storage services allows the commercial operators' needs for flexibility to 

be satisfied. 

The adoption of European Codes and the establishment of the common European Platform for the 

sale of capacity of the transmission systems interconnecting the most important gas hubs of 7 

Central European countries, along the South-North axis, is an important step in that direction. The 

first auction of the so-called “day-ahead bundled” products was initiated this past 1 April and Snam 

Rete Gas was among the very first transmission operators to offer these services. We believe it is 

important to continue along this path. The hub-to-hub services, in fact, will favour arbitrage 

operations and will allow the implementation of competitive logic with the resulting benefits for end 

consumers. Having considered the crucial role these services and the respective commercial 

platforms play for market integration, it is our hope these initiatives could be promoted arranging for 

the joint participation of infrastructure operators in the benefits created for the network by the 

availability of these services. 

Snam is also working actively for the development of the Gas Exchange. In 2003, Snam Rete Gas 

introduced the first PSV system in which users were able to begin exchanging quantities of gas with 

each other by way of bilateral “over the counter” transactions. Other trading platforms were 

developed over the years such as the M-Gas platform for spot trading, PB-Gas for the balancing 

market, and since this past 1 September, the MT-Gas platform to carry out futures transactions. This 

process required ever increasing coordination between Snam and the Electricity Market Operator in 

designing instruments for recording transactions that guarantee the commercial operators certainty 

regarding the physical delivery of the commodity.  Futures and spot markets complement each 

other: on one hand the forward market may provide forward-looking price visibility, allowing better 

management of the risks associated with spot-market volatility, on the other hand, the spot market 

may ensure price formation mechanisms that best reflect the actual equilibrium between supply and 

demand and favouring the procurement of gas stocks at competitive prices. 

Exchanges between users at a single location, stimulated by appropriate economic incentives, 

constitute the prerequisite necessary to ensure liquidity as well as transparency and efficiency in 

price formation mechanisms. Snam is strongly committed to supporting the development of the 

Italian gas system, in the broader European setting and consistent with the national and European 

Community energy-policy objectives. We believe that the evolution of our system and its integration 

with other European markets will have positive repercussions on energy prices incurred by Italian 

consumers. 

On the infrastructural front, we are making our infrastructures increasingly flexible and 

interconnected with Europe. In this sense, a regulatory framework that guarantees long-term 

stability and visibility (as well as suitable returns) for the investments is needed to realise strategic 

infrastructures for our country. On the services front, we are making harmonised products available 
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that will improve the commercial interconnection of the European hubs; institutions and operators 

must work together to define clear rules for the use of infrastructures, which can favour the birth of 

pro-market services guaranteeing at the same time the participation of all subjects in the benefits 

that these services will be able to introduce. Finally, we are intensifying our relationships with 

Electricity Market Operators (GME) and with other infrastructure operators by promoting the 

development of European platforms for trading capacity and gas that allows us to increase market 

liquidity. From this perspective, the support for initiatives that promote cooperation between 

operators and the integration of markets, as well as measures that can increase the liquidity of the 

Italian market, such as, for example, the evolution of the balancing regime, play a fundamental role. 

The development of the market and liquidity may be accompanied by numerous benefits. In primis, 

an increase in the security of supply thanks to the attraction of new sources, to the greater 

availability of gas in the country associated with the transits to other systems, as well as the system’s 

capacity to handle peaks in demand through importation, interconnection and storage capacities. 

Secondly, the alignment of prices with those of the other European countries thanks to the 

abatement of logistics costs. On the contrary, were Italy to develop as a transit hub, becoming the 

beginning point and not the end point of gas flows in Europe, the price could structurally settle to 

lower levels. This would favour arbitrage between the PSV and others hubs even more and would 

restore competitiveness to the Italian (industrial) system. 

A more liquid and competitive market would favour the transparency of prices that may be used as 

reference for the stipulation of supply contracts. An increase of liquidity may then favour the 

development of futures markets, both physical and financial. Finally, the hub’s development may 

constitute a driving force for the Country’s growth, being that it carries with it infrastructural 

investments, the possibility of introducing new services in support of the natural gas market, and, in 

the final analysis, an engine for recovery in consumption.  

Thank you for your attention. 
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