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REPORT ON CORPORATE GOVERNANCE AND SHAREHOLDER STRUCTURE

INTRODUCTION

The purpose of this Report, pursuant to Art. 123-bf the Consolidated Law on Financial
Intermediation (Legislative Decree 58/1998), aslwasl the current laws and regulations governing
disclosures concerning compliance with codes ofdaot) is to provide the necessary periodic and
analytical description of Leonardo S.p.a.’s corpdigovernance system and its shareholder structure
(hereinafter also referred to as “Leonardo” or‘t@empany”).

The disclosure is prepared in compliance with tlwvigions on the contents under paragraphs 1 and 2
of the abovementioned Art. 123-bis and on the bafsibe articles of the Corporate Governance Code
(hereinafter also referred to as “the Code”). Them@any complies with this Code, which was
approved by the Corporate Governance Committediaakl updated in July 2015.

This Report also implements the new disclosuregalilins laid down in Legislative Decree 254/2016
as regardsliversity policies, as well as the contents of tG@airman of the Corporate Governance
Committee’s letter of 13 December 20170 the Chairmen of the Boards of Directors ofelist
companies: the Committee’s recommendations andesisih connection with the different issues
discussed are expressly referred to and considerdtie body of this document and are also
specifically presented and summarised in the fyaahagraph of the Report.

The Corporate Governance Code can be found on drpo€ate Governance Committee website

(http://www.borsaitaliana.it/comitato-corporate-govence/codice/codice.h)m

The relevant documentation that is made availabtée public and is referred to herein can be found

on the Company’s website/Nvw.leonardocompany.com

1. ISSUERPROFILE

In providing a brief Company profile, the subseguesragraphs of this Report should be referred to
for a more detailed view of Leonardo’s corporateegoance structure, the main changes that occurred
during the 2017 financial year and the action aedsuares taken by the Company to ensure the closest

adherence to the Corporate Governance Code.

Company organisation

The term “Corporate Governance” stands for theobetiles and, from a more general point of view,
the corporate governance system that regulate d@magement and control of the Company.
Leonardo’s Corporate Governance model, in line il principles and criteria of application laid
down in the Corporate Governance Code, is direatettie maximisation of value for shareholders,
control of business risk and the utmost transpagrevith respect to the market; it also seeks to ensu

the integrity and fairness of decision-making pssess.
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The Company’s Corporate Governance structure, wrichased on the traditional organisational
model, is consistent with the laws applicable steli issuers, as well as with the guidelines of the

abovementioned Code and is essentially as follows:

e SHAREHOLDERS' MEETING
The Shareholders’ Meeting has the power to pasgutéans in ordinary and extraordinary sessions

on the matters reserved to it by law or under thé8ws.

e BOARD OF DIRECTORS
The Board of Directors is vested with the fullesivers for the administration of the Company,
with the authority to perform any act it considagpropriate to the fulfiiment of the Company’s
business purpose, except for those acts resenvbe ®hareholders’ Meeting by law or by the By-
Laws. The current Board of Directors was appoirttgdhe Shareholders’ Meeting on 16 May
2017 for the three-year period 2017 — 2019.

e COMMITTEES
The Board of Directors of Leonardo has establistierl following internal Committees, with
advisory and consulting functions: theontrol and Risks Committeéwhich also acts as
Committee for Related Parties Transactions),Reenuneration Committeand theNomination,
Governance and Sustainability Commit{as provided for in the Corporate Governance Gaue)
well as theAnalysis of International Scenarios Committdae Committees’ composition, duties
and operation are defined and regulated by ap@t@Rules approved by the Board itself, in

accordance with the guidelines laid down in the&od

e BOARD OF STATUTORY AUDITORS
The Board of Statutory Auditors hadnter alia - the task of monitoringa) compliance with the
law and by-laws and observance of the principlespmiper business administratioh) the
adequacy and effectiveness of the Company’s orgtmigl structure, internal control and risk
management system, as well as the administratideagnounting system, and also the latter's
reliability as a means of accurately reporting bass operations;) any procedures for the actual
implementation of the corporate governance rulesiged for in the Corporate Governance Code;
d) the adequacy of the Company’s instructions to igidrées with regard to disclosures
prescribed by law. The current Board of Statutonydifors was appointed by the Shareholders’
Meeting on 11 May 2015 for the 2015-2017 term.

10
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* INDEPENDENT AUDITING FIRM
The Independent Auditing firm is the company appointedcarry out the statutory audit of
accounts. It is appointed by the Shareholders’ Mgebn a reasoned proposal by the Board of
Statutory Auditors. The Shareholders’ Meeting ofM#y 2012 appointed KPMG S.p.A. to carry
out the statutory audit of the Company’s accounttdte period 2012-2020.

*  OFFICER IN CHARGE OF FINANCIAL REPORTING
On 9 November 2017, pursuant to Art. 154-bis of tBensolidated Law on Financial
Intermediation and sections 25.4 and 25.5 of theniamy’s By-Laws, the Board of Directors
appointed Alessandra Genco (the Company’s Chidrfeial Officer) as the Officer in charge of
financial reporting until the expiry of the term affice of the Board of Directors, to replace Gian

Piero Cutillo, who was appointed as Head of the gamy’s Helicopters Division.

Objectives and corporate mission

Leonardo is a high-tech global player in the ca®as ofAerospace, Defence and Secu(@yD&S)
with the ability to design and implement, buildimg the application of dual use technologies,
products, systems, services and integrated sofutarboth civil and military customers.

Firmly established in four domestic markets — Italye United Kingdom, the United States and
Poland -, Leonardo has also a strong presenceaimc€rand Germany in addition to being a party to
important strategic cooperation and partnershigrgements in the world’'s main high-potential
markets.

The Group operates with the mission to be a drifarge of technological innovation, by developing
competitive products and services, in addition torking out sustainability solutions by steady

commitment to economic and social progress angribiection of health and the environment.

From Finmeccanica to Leonardo

With effect from 1 January 2016 all the Group’sidties in the core sectors of Aerospace, Defence
and Security (A,D&S) were concentrated in the riegwme Companya single company structured into
divisions.

Following the resolution passed by the Sharehdlddeeting held on 28 April 2016, the Company
took the name of “Leonardo — Finmeccanica — Sogetaazioni” until 31 December 2016 and the
new company name of “Leonardo — Societa per aziffh€onardo S.p.a.” in an abbreviated form)
with effect from 1 January 2017.

Leonardo is the culmination of a long, radical @& of transformation of the Group, of the renewal
and replacement of the previous management holdimgpany: the transformation into a single,

integrated operational industrial enterprise hdesgned the Company’s structure in order to meke i

11



LEONARDO SPA CORPORATE GOVERNANCE REPORT- FINANCIAL YEAR 2017

more compliant with the requirements of customerd the market, readier to carry on with its
mission to create value for its shareholders andlfstakeholders.

For more details on the process of reshaping thep@ay’'s organisational structure and on the
development of its form as a “One Company” durihg 2017 financial year, reference should be

made to paragraph 15.

2. INFORMATION ABOUT THE SHAREHOLDER STRUCTURE AT 14MARCH 2018(Art. 1235bis,
para. 1, TUFTesto Unico della Finanzaereinafter Consolidated Law on Financial

Intermediation)

A) STRUCTURE OF THE SHARE CAPITAL (Art. 123bis, para. 1, lett. aJJUF)

The Leonardo’s share capital is equal to €2,5437/88L00 and is made up of 578,150,395 common
shares with a par value of €4.40 each, all accoiegdary the same rights and obligations. The holders
of Leonardo’ shares are entitled to vote at thénarg and extraordinary meetings of the Company.
The Ministry for the Economy and Finance holds akatof about 30.204% in the share capital of
Leonardo.

At the date of the approval of this Report the Canmypowned 3,709,133 treasury shares, equal to
about 0.642% of the share capital.

B) RESTRICTIONS ON SHARE TRANSFER (Art. 123-is, para. 1, lett. b)TUF)

In accordance with art. 54is of the Company’s By-laws, in the application of gpecial rules under
Art. 3 of Decree-law 332 of 31 May 1994, conventgth amendments into Law 474 of 30 July 1994,
as amended and supplemented, no one, except fobttte, public bodies or entities controlled
thereby and any other party authorised by law, p@ssess, on any basis, shares in the Company that
constitute a shareholding of more than 3% of tharesttapital represented by shares with voting
rights. The maximum shareholding limit is also c#d¢ed in consideration of the total holding of the
controlling undertaking, which may be a naturalsper, legal person or corporation, by direct or
indirect subsidiaries and by the subsidiaries osirgle controlling undertaking, by affiliated
undertakings and by relatives within the secondrefegf consanguinity or affinity or spouses,
provided that the spouses are not legally separated

With also reference to parties other than comparttes term “control” is held to be within the
meaning of Art. 93 of the Consolidated Law on Fiziahintermediation. The term “affiliation” is held

to be within the meaning of Art. 2359(3) of thdilia Civil Code, and is also deemed to exist betwee
parties who, directly or indirectly, through theinbsidiaries, other than those which manage mutual

funds, sign, with third parties or otherwise, agneats relating to the exercise of voting rightsha

12
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transfer of shares, belonging to third parties tbewise, or other agreements or contracts witta thi
parties or otherwise, as referred to in Art. 122haf Consolidated Law on Financial Intermediatién,
such agreements or contracts concern at least 1@8é woting capital for listed companies or 20% of
the voting capital for unlisted companies.

For the purposes of calculating the aforesaid $twddeng limit (3%), consideration is also given to
shares held through trust companies and/or intaemed or by third parties in general.

Furthermore, on the basis of the provisions refatim the Government's special powers that are
commented on in point D.1) below and, more in palér, pursuant to article 1, paragraph 5, of
Decree Law no. 21 of 15 March 2012, as amendedcanderted by Law no. 56 of 11 May 2012 and
the related provisions, anyone — excluding theataGovernment, Italian public bodies or any egiti
controlled by the latter — who holds a stake inghare capital which exceeds the threshold seinout
article 120, paragraph 2, of Legislative Decree 58198, as amended, or a stake which exceeds the
thresholds of 3%, 5%, 10%, 15%, 20% and 25%, igired to notify the acquisition in question to the
Presidency of the Council of Ministers within tleems and according to the procedures set out in the
abovementioned Decree Law no. 21/2012, and relatplmenting provisions. The above shall apply
in order to allow the Presidency of the CounciMihisters to exercise the special powers (described
in paragraph D.1 below) envisaged in the aboveroeeti regulations in the event of a threat of

serious damage to the essential interests of tienahdefence and security.

C) MATERIAL SHAREHOLDINGS IN THE SHARE CAPITAL (Art. 123bis, para. 1, lett. c), TUF)
The persons who, at the date of the approval of Reéport, held, either directly or indirectly, a
significant stake in the share capital, on the aéithe notices disclosed pursuant to Art. 12¢hef

Consolidated Law on Financial Intermediation, agorted in Table 1 attached hereto.

D) HOLDERS OF SECURITIES THAT CONFER SPECIAL CONTROL RIGHTS (Art. 123his, para. 1, lett.
d), TUF)

No securities have been issued conferring specrdtal or any other rights.

D.1)  SPECIAL POWERS OF THE GOVERNMENT

Decree Law no. 21 of 15 March 2012 (as amendedcanderted by Law no. 56 of 11 May 2012)
regulates the special powers of the Governmenthencorporate structures in the sectors of the
national defence and security, as well as the iieBwof strategic importance in the sectors ofrgye
transportation and communication. Article 2 of #imvementioned Decree was recently amended by
Article 14 of Decree Law no. 148 of 16 October 2043 amended and converted by Law no. 172 of 4
December 2017), which has extended the scope ti€afipn of the special powers already existing in

the energy, transport and communications sectohigto technological intensity sectors, leavingit t

13
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one or more sets of regulations to determine Wlsectors which are to be considered from thet poin

of view of the existence of danger to security &awl and order and the sectors involved in types of

business transactions or operations carried olfiwithe same group to which the regulations under
examination shall not apply.

Decree no. 108 issued by the President of the Gloahdinisters on 6 June 2014 identifies the

activities of strategic importance to the natiodafence and security system, including any key

strategic activities, for the purposes of the eigserof the Government’s special powers referreit to

Article 1 of the abovementioned Legislative Deanee21/2012. The procedures for the application of

special powers in the sectors of national defemckesacurity are regulated by Presidential Decree no

35 of 19 February 2014.

In particular, the regulations governing specialvprs in the sectors of national defence and segcurit

provides, in the event of an actual threat of éoserdamage to the essential interests of the madtio

defence and security, for the Government to bdledtio exercise the three special powers described
below:

a) imposition of specific conditions relating toetlsecurity of procurement and information,
technology transfers, export control, in the casthe acquisition of stakes in companies that
carry out activities of strategic importance foe ttefence and security sector;

b)  veto on the adoption of resolutions passed kyShareholders’ Meeting or of the governing
body of a company that carries out activities citsgic importance for the defence and security
sector relating to extraordinary transactions ansactions of particular importance concerning
mergers, demergers, transfer of businesses orh®amf business or of subsidiaries, transfer of
the registered office abroad, change in the cotpopairpose, dissolution of the company,
amendments to by-law clauses that govern the Gmaeantis special powers or that may be
adopted on limits on voting rights (pursuant tacst2351, paragraph 3, of the Italian Civil
Code), as well as assignments of rigintgem or of use in relation to tangible or intangible
assets or undertaking of obligations that limiirthise;

c) opposition to the acquisition of stakes in a pany that carries out activities of strategic
importance for the defence and security sectorthenpart of an entity other than the ltalian
Government, an Italian public body or an entityteolted by the latter, where the buyer holds —
either directly or indirectly, including throughlsequent acquisitions, through third parties or
through persons and entities that are otherwisstelIto each other - a stake in the voting
capital which is capable of affecting the interadtthe national defence and security (see point
B above). For this purpose, the stake held by thindies with whom the buyer has entered into
a shareholders’ agreement is considered to bededlu

14
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E) EMPLOYEE SHAREHOLDING : VOTING MECHANISM (Art. 123-bis, para. 1, lett. €), TUF)

No provision is made for any employee shareholdicigeme. With reference to the incentive plans
adopted by the Company, it should be noted that deenot provide for the voting rights attached to
the shares being granted, to be exercised by petbar than the beneficiaries of the plan. Foremor
details, reference should be made to the Informddiocuments prepared pursuant to Articleb@lof

the Issuers’ Regulation and available in the CafGovernancgection on the Company’s website.

F) VOTING RESTRICTIONS (Art. 123bis, para. 1, lett. )TUF)

In accordance with the laws on privatisation (Lax/@4 as amended), the Corporate By-Laws (Art.
5.1-bis) provide that voting rights relating to s#fmheld above the maximum limit of 3% may not be

exercised. Article 5.1-bis also provides that wgtinghts held by Shareholders in excess of the
shareholding limit shall be reduced proportionallpjess otherwise previously and jointly indicated

by all the Shareholders concerned. In case of womptiance, meeting resolutions may be challenged
under Art. 2377 of the Italian Civil Code if thegrered majority would not have been reached had the
votes exceeding the maximum limit not been includéalvever, non-voting shares shall be included

for the purposes of calculating the meeting quorum.

G) SHAREHOLDERS' AGREEMENTS (Art. 123-is, para. 1, lett. g), TUF)
The Company has no knowledge of any shareholdgr&eaents as referred to in Art. 122 of the

Consolidated Law on Financial Intermediation, relgag the shares.

H) CLAUSES ON CHANGE OF CONTROL (Art. 123bis para. 1, lett. h), TUFAND BY-LAWS
PROVISIONS CONCERNING TAKEOVER BIDS (Arts. 104, para. ier and 104bis, para. 1, TUF)
Material agreements — which can be disclosed potgoaArticle 123bis, paragraph 1, letter h), of
the TUF — entered into by Leonardo or its subsiegaat 31 December 2017 (on the basis of the
notices received pursuant to Article 114, paragraphof the Consolidated Law on Financial
Intermediation), and which will become effectiveillibe amended or extinguished in case of a
change of control of the company concerned, atedlibelow with an indication of the corresponding

effects.

15



LEONARDO SPA

CORPORATE GOVERNANCE REPORT- FINANCIAL YEAR 2017

LEONARDO SPA

BNPP-BNL, BANCA INTESA
SANPAOLO, UNICREDIT

AGREEMENT FOR THE
GRANTING OF A
REVOLVING CREDIT LINE
AMOUNTING TO EUR0Z2.0
BILLION

IN CASE OF A CHANGE OF
CONTROL OF LEONARDQ
AFTER AN OPTIONAL90-
DAY REGISTRATION
PERIOD, EACH BANK MAY
REQUEST THE
CANCELLATION OF ITS
COMMITMENT AND THE
RESTITUTION OF ITS
STAKE, TOGETHER WITH
ANY INTEREST ACCRUED
UNTIL THAT DATE

LEONARDO SPA

BARCLAYS; BNP;CREDIT
AGRICOLE;SACE;
SOCIETEGENERALE;
DEUTSCHEBANK;
UNICREDIT

COUNTERGUARANTEE
ISSUANCEAND
INDEMNITY
AGREEMENT

IN CASE OF A CHANGE OF
CONTROL OF LEONARDQ
AFTER A90-DAY
REGISTRATION PERIOD
EACH BANK MAY REQUEST
THE CANCELLATION OF
THE COMMITMENT TO
COLLATERALISE THE
AMOUNT WITH THE
PAYMENT OF ITS OWN
STAKE, OR THE
COMMITMENT BY
LEONARDO TO REPLACE
THE BANK WITH ANOTHER
COUNTERGUARANTOR

LEONARDO SPA

BAE SYSTEMS ED AIRBUS
GROUP(FORMER EADY

SHAREHOLDERS
AGREEMENT RELATING TO
MBDA SAS, A COMPANY
OPERATING IN THE MISSILE
SYSTEMS SECTOR

IN CASE OF A CHANGE OF
CONTROL OF LEONARDQ
THE OTHER
SHAREHOLDERS- BAE
SYSTEMS AND EADS—
HAVE THE OPTION OF
DECIDING WHETHER TO
EXTINGUISH LEONARDC S
RIGHT TO APPOINT
CERTAIN MANAGERS AND
TO OBTAIN CERTAIN
INFORMATION ABOUT
MBDA. IF THIS IS
REQUESTED BY THE
SHAREHOLDERS
LEONARDO CAN ASK
THESE SHAREHOLDERS TO
BUY ITS STAKE IN MBDA
AT MARKET PRICE

LEONARDO SPA

EUROPEAN INVESTMENT
BANK (EIB)

AGREEMENT FOR THE
GRANTING OF A LOAN FOR
THE “DEVELOPMENT AND
PRODUCTION OF
INNOVATIVE AIRCRAFT
COMPONENTS PROJECT OF
ALENIA AERMACCHI SPA

EIB MAY CANCEL THE
LOAN AND REQUEST
EARLY REIMBURSEMENT IF
A PARTY OR GROUP OF
PARTIES ACTING IN
CONCERT ACQUIRE
CONTROL OF LEONARDO
PURSUANT TO ART 2359
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OF THEITALIAN CIVIL
CODE OR IF THEITALIAN
GOVERNMENT CEASES TO
HOLD AT LEAST 30%OF

THE SHARE CAPITAL OF
LEONARDO
L EONARDO SPA FINCANTIERI SUPPLY CONTRACT IN THE CASE OF AN
COMBAT SYSTEM AND ASSIGNMENT IN
RELATED INTEGRATED FURTHERANCE OF
LOGISTIC ANDSUPPORT CORPORATE MERGER
SERVICES FOR THE7 REORGANISATION,
VESSELS DESTINATED TO RECONSTRUCTION OR ANY
THE QATAR EMIR NAVAL SIMILAR SOLVENT
FORCE PROCEEDING THE
CLIENT’S CONSENT SHALL
NOT BE UNREASONABLY
WITHHELD.
LEONARDO SPA THALES SHAREHOLDERS IN CASE OF A CHANGE OF
AGREEMENT RELATING TO | CONTROL OF LEONARDO
THALES ALENIA SPACE SAS | TO A COMPETITOR OF
(“TAS” -LEONARDO 33%) THALES, THALES IS
ENTITLED TO BUY
LEONARDO' SHARES IN TAS
AT A PRICE TO BE AGREED
BY THE PARTIES
LEONARDO SPA THALES SHAREHOLDERS IN CASE OF A CHANGE OF

AGREEMENT RELATING TO
TELESPAZIO SPA
(LEONARDO 67%),A
COMPANY OPERATING IN
THE SATELLITE SERVICES
SECTOR

CONTROL OF LEONARDO
TO A COMPETITOR OF
THALES, THALES IS
ENTITLED TO SELL ITS
STAKE IN TELESPAZIO TO
LEONARDO AT A PRICE TO
BE AGREED BY THE
PARTIES

LEONARDO SPA

THALES AND BENIGNI

SHAREHOLDERS
AGREEMENT RELATING TO
ELETTRONICA SPA
(LEONARDO 31.33%) A
COMPANY OPERATING IN
THE DEFENCE
ELECTRONICS SECTOR

IN CASE OF A CHANGE OF
CONTROL OF LEONARDQ
THE OTHER
SHAREHOLDERS HAVE THE
RIGHT TO BUY
LEONARDO'S SHARES IN
ELETTRONICA ON A PRG
RATA BASIS AT APRICE TO
BE AGREED BY THE
PARTIES

LEONARDO SPA

CHARTIS ASSICURAZIONI

AGREEMENT FOR THE
GRANTING OF AN
INSURANCE CREDIT LINE
FOR THE ISSUE OF
SIGNATURE LOANS(BID
BOND, PERFORMANCE
BOND ETC.) IN THE
INTERESTS OF THE
LEONARDO GROUPS
COMPANIES

IN CASE OF A CHANGE OF
CONTROL OF LEONARDQ
THE INSURANCE COMPANY
MAY REQUEST AN
IMMEDIATE CASH DEPOSIT
EQUAL TO THE AMOUNTS
OF THE GUARANTEES IN
FORCE AND TO CANCEL
THE CREDIT LINE

LEONARDO SPA

* AIG (PRIMARY PoLIcy)
ExCESSPOLICIES TOPRIMARY
* GENERALI

+ CO- INSURERS

INSURANCE SCHEME FOR
DIRECTORS AND OFFICERS

THE INSURER WILL NOT BE
LIABLE FOR ANY LOSSES
ARISING FROM OR ARE
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* XL CATLIN +
CO-INSURERS
*ALLIANZ +
CO-INSURERS

* SWISSRE+
CO-INSURERS

* XL CATLIN +
CO-INSURES

BASED ON OR ARE
ATTRIBUTABLE TO AN
INSURED EVENT UNDER
THE POLICY, WHICH
OCCURS AFTER THE
EFFECTIVE DATE OF A
TRANSACTION THAT
ENTAILS A CHANGE OF
CONTROL OF THE
COMPANY

LEONARDO SPA

GENERALI + OTHERCO-
INSURERS

INSURANCE SCHEME FOR
AVIATION

THE INSURER IS ENTITLED
TO WITHDRAW FROM THE
CONTRACT IN THE CASE OF
THE MERGER OF THE
INSURED COMPANY WITH
ONE OR MORE COMPANIES
OR IN THE CASE OF
DISPOSAL

L EONARDO SPA

GENERALI+0OTHER CcO
INSURES(PRIMARY PoLIcY)
EXCESSPOLICIES TOPRIMARY
¢ AIG +CO-INSURES
o XLCATLIN+ CO-INSURES
¢ ZURICH+ CO-INSURES

PROPERTYALL RISKS

THE INSURER IS ENTITLED
TO WITHDRAW FROM THE
CONTRACT IN CASE OF
SUBSTANTIAL CHANGES OF
LEONARDO OWNERSHIP

LEONARDO SPA

PUBLIC JOINT STOCK
COMPANY “AVIATION
HOLDING COMPANY
“SUKHOI"

WING MED B.V.

SUPERJET INTERNATIONAL
S.P.A.

SHAREHOLDERS
AGREEMENT RELATING TO
SUPERJET INTERNATIONAL
SPA(LEONARDO 10%),
COMPANY FOR THE
IMPLEMENTATION OF THE
“SUPERJETLOOPROGRAM,
WHICH FORMS PART OF
THE “RUSSIAN REGIONAL
JET PROGRAM

IN CASE OF A CHANGE OF
CONTROL OF LEONARDQ
SUKHOI MAY EXERCISE
THE CALL OPTION
CONCERNING THE SHARES
OF SUPERJET
INTERNATIONAL HELD BY
LEONARDO

LEONARDO SPA
(FORMER AGUSTAWESTLAND

SPA)

GENERAL ELECTRIC
COMPANY (THROUGH THE
AVIATION BUSINESS UNIT,
MA, USA- “GE")

FRAMEWORK AGREEMENT
RELATING TO THE SUPPLY
OF HELICOPTER ENGINES

RENEGOTIATION OF THE
AGREEMENTS IF CONTROL
OF LEONARDO IS
ACQUIRED BY A
COMPETITOR OF GE
LEONARDO IS LIABLE FOR
ANY BREACH OF
CONFIDENTIALITY IN
RELATION TO THE GES
PROPRIETARY
INFORMATION

LEONARDO SPA
(FORMER AGUSTAWESTLAND

SPA)

BELL HELICOPTER
TEXTRON

LICENCE FOR THE
PRODUCTION AND SALE OF
412,4125P, 412HP, 4126P-
SAR, 212,206A, 2068
HELICOPTERS AND SPARE
PARTS

TERMINATION OF THE
AGREEMENT IN CASE OF
TRANSFER OF OWNERSHIP
OF LEONARDO TO A THIRD
PARTY HELICOPTER
MANUFACTURER AND
SELLER, EXCLUDING
INTRA-GROUP TRANSFERS

LEONARDO SPA
(FORMER AGUSTAWESTLAND

SPA)

BOEING COMPANY
DEFENCE& SPACE GROUP

AGREEMENT FOR THE
REVISION AND SALE OF
THE CH47C MODEL AND
SPARE PARTS

EXPRESS CANCELLATION
CLAUSE, EXCLUDING
TRANSFER OF CONTROL
WITHIN THE LEONARDO
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GROUP

LEONARDO SPA
(FORMER AGUSTAWESTLAND

SPA)

0JSC*OPK’ OBORONPROM
LLC “INTERNATIONAL
HELICOPTER PROGRAMY
JSC HELIVERT(THE JV
COMPANY)

AGREEMENT RELATING TO
THE JOINT VENTURE JSC
HELIVERT FOR
PRODUCTION AND SALE OF
THE CIVIL HELICOPTER
AW139IN RUSSIA AND IN
OTHER CIS COUNTRIES

TERMINATION OF THE
JOINT VENTURE
AGREEMENT AND
WINDING-UP OF THE V.
COMPANY ON THE PART OF
THE MEMBERS

LEONARDO SPA
(FORMER AGUSTAWESTLAND

SPA)

BRILOG LEASING LTD

FRAMEWORK AGREEMENT
FOR THE SUPPLY OH1
AW189SAR

RIGHT OF THE
COUNTERPARTY TO
WITHDRAW FROM
CONTRACT IN CASE OF A
CHANGE OF CONTROL OF
LEONARDO (RESULTING
FROM THE DISPOSAL OF A
SHAREHOLDING HIGHER
THAN 25%OF THE SHARE
CAPITAL OF THE SAME)

LEONARDO SPA
(FORMER ALENIA
AERMACCHI SPA)

BOEING COMPANY

GENERAL TERMS
AGREEMENT (“GTA")
CONCERNING THE STAKE
OF ALENIA AERMACCHI
SPA IN THEBOEING 787
PROGRAMME

SECTION20.40F THE GTA
PROHIBITS THE
ASSIGNMENT OF THE
CONTRACT(ALSO
CONSIDERING THE
“CHANGE OF CONTROI’ OF
LEONARDO AS SUCH
WITHOUT THE
AUTHORISATION OF
BOEING. IN THE EVENT OF
THE BREACH OF THE
ABOVEMENTIONED
CLAUSE ON THE PART OF
LEONARDO, BOEING SHALL
BE ENTITLED TO
TERMINATE THE
CONTRACT WITH
LEONARDO EITHER IN
WHOLE OR IN PART.
FURTHERMORE SHOULD
LEONARDO BREACH THE
ABOVEMENTIONED
SECTION20.4,BOEING
SHALL BE ENTITLED TO BE
REPAID, ON A
PROPORTIONAL BASIS-AS
REGARDS THESHIPSETS
NOT DELIVERED BY
LEONARDO AS AT THE
DATE OF THE BREACH—
ANY SUMS PAID BY
BOEING TO LEONARDO
ACCORDING TO SECTION
5.90F THE AGREEMENT
NAMED “SPECIAL
BUSINESSPROVISIONS' IN
FORCE BETWEENBOEING
AND LEONARDO AGAIN IN
RELATION TO THE787
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PROGRAMME

LEONARDO SPA
(FORMER ALENIA
AERMACCHI SPA

AIRBUS

AGREEMENT CONCERNING
THE SALE OF886 SERIES OF
SECTION14A 0OFA321
AIRCRAFT IN THE ACF
(AIRBUS CABIN FLEX)
VERSION

IN THE CASE OF AN
ACQUISITION BY A THIRD
PARTY OF THE DIRECT OR
INDIRECT CONTROL OF THE
SUPPLIER IT IS PROVIDED
THAT THE LATTER:

A) SHALL GIVE PRIOR
WRITTEN NOTICE THEREOF
TO THE PURCHASER
SPECIFYING THE
POTENTIAL INVESTOR/
PURCHASER THE CHANGE
IN THE COMPOSITION OF
THE SHARE CAPITAL OR
ANY OTHER CHANGE

B) SHALL PROVIDE ANY
SIGNIFICANT

INFORMATION DURING THE
CHANGE OF CONTROL
PROCESS

IF THE PURCHASER
BELIEVES THAT THIS
EVENT MIGHT
SUBSTANTIALLY AFFECT
THE SUPPLIERS ABILITY

TO FULFIL ITS
OBLIGATIONS, OR IF THIS
CHANGE OF CONTROL IS
NOT ACCEPTABLE IN
TERMS OF STRATEGY IN
FAVOUR OF A PARTY, THE
PURCHASER IS ENTITLED
TO WITHDRAW FROM THE
CONTRACT AND FROM ANY
RELATED ORDER WITHIN
28 DAYS OF THE DAY ON
WHICH IT BECOMES AWARE
THEREOR

LEONARDO SPA
(FORMER ALENIA
AERMACCHI SPA)

ABU DHABI AUTONOMOUS
SYSTEM INVESTMENTS CO
LLC

JOINT VENTURE
AGREEMENT CONCERNING
THE FORMATION OF A
COMPANY (ADVANCED
MALE AIRCRAFT LLC) IN
ABU DHABI FOR THE
DEVELOPMENT AND
PRODUCTION OF A CLASS
OF REMOTELY-PILOTED
AIRCRAFT

TERMINATION OF THE
AGREEMENT AT THE
OPTION OF THE PARTY NOT
SUBJECT TO A CHANGE IN
CONTROL TERMINATION IS
SUBJECT TO THE
EXECUTION OF AN
AMICABLE SETTLEMENT
PROCESS AND NOT AN
ARBITRATION PROCEDURE
MOREOVER, THE NON-
BREACHING PARTY MAY
DEMAND THAT THE
BREACHING PARTY SELLS
ITS SHARES AT MARKET
VALUE LESS20%,0R THAT
THE BREACHING PARTY
PURCHASES THE SHARES
OF THE NONBREACHING
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PARTY AT MARKET VALUE
PLUS 20%.

LEONARDO SPA
(FORMER ALENIA
AERMACCHI SPA)

LOCKEED MARTIN AERO

STRATEGIC TEAMING
AGREEMENT THAT SETS
OUT THE GENERAL TERMS
OF THE RELATIONSHIPS
BETWEEN THE PARTIES
UNDER JOINT STRIKE
FIGHTER (“JSF)
PROGRAMME TO BUILD A
5TH GENERATION
MULTIROLE FIGHTER
PLANE

TERMINATION OF THE
AGREEMENT AT THE
OPTION OF LOCKEED
MARTIN IN CASE OF A
CHANGE OF OWNERSHIP OR
CONTROL OF LEONARDO

LEONARDO SPA
(FORMER ALENIA
AERMACCHI SPA

ISRAEL MINISTRY OF
DEFENCE

“STRATEGIC PURCHASE
CONTRACT' FOR THE
SUPPLY OF30 ADVANCED
TRAINING M346 AIRCRAFT
AND RELATED SYSTEMS
SERVICES AND TECHNICAL
SUPPORT

IN CASE OF A CHANGE OF
CONTROL OF LEONARDO
THE | SRAEL MINISTRY OF
DEFENCE MAY TERMINATE
THE CONTRACT IE AS A
RESULT OF THE SAME THE
SAME BECOMES SUBJECT
TO THE MANAGEMENT AND
CONTROL BY A PARTY
LINKED TO A STATE
DEFINED AS AN“ENEMY OF
THE STATE OFISRAEL”
ACCORDING TO THE
|SRAELI LEGISLATION ON
“| SRAELI'S TRADING WITH
THE ENEMY”

LEONARDO SPA
(FORMER ALENIA
AERMACCHI SPA)

ELBIT SYSTEMS LIMITED

“CONTRACTOR LOGISTIC
SUPPORT CONTRACT FOR
LOGISTIC SUPPORT
(SUPPLY, REPAIR AND
SERVICE OF SPARE PART)S
TO THEISRAELI M-346
FLEET

ARTICLE 37.10F
“CONTRACTORLOGISTIC
SUPPORTCONTRACT"
ENVISAGES THATIN CASE
OF A CHANGE OF CONTROL
OF LEONARDQ AS A
RESULT OF WHICH THE
SAME BECOMES SUBJECT
TO THE MANAGEMENT AND
CONTROL BY A
CONTROLLING
SHAREHOLDER LINKED TO
A STATE THAT DOES NOT
HAVE DIPLOMATIC
RELATIONS WITH I SRAEL,
A PRIOR WRITTEN
CONSENT IS REQUIRED
FROM ELBIT

LEONARDO SPA
(FORMER SELEX ES SPA

THALES ALENIA SPACE
FRANCE

CONTRACT FOR THE
SUPPLY OF INSTRUMENTS
(SLSTR) ON SATELLITES
FOR THECOPERNICUS
SENTINEL 3

PROGRAMME

IN CASE OF A CHANGE OF
CONTROL: PRIOR WRITTEN
NOTICE TOTAS
SPECIFYING THE
POTENTIAL INVESTOR/
BUYER OR ANY OTHER
CHANGE;

OBLIGATION TO PROVIDE
TAS WITH ANY AND ALL
SIGNIFICANT
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INFORMATION DURING THE
PROCESS OF CHANGE OF
CONTROL,

PROHIBITION ON THE
ASSIGNMENT OR TRANSFER
THE CONTRACT TO THE
NEW PARENT ENTITY
WITHOUT THE WRITTEN
CONSENT OFTAS'; RIGHT
GRANTED TOTAS TO
WITHDRAW FROM THE
CONTRACT

AGUSTAWESTLAND LTD

U.K. MINISTRY OF
DEFENCE

WIST CONTRACT(AW
159WILDCAT
SUPPORT AND
TRAINING SERVICEY

IN CASE OF AN EXPECTED
OR ACTUAL CHANGE OF
CONTROL, NOTICE SHALL
BE GIVEN TO THEMOD,
WHICH WILL BE ENTITLED
TO WITHDRAW FROM THE
CONTRACT, GIVING
WRITTEN NOTICE
THEREOF WITHIN SIX
MONTHS OF THE NOTICE

AGUSTAWESTLAND
PHILADELPHIA CORPORATION

BELL HELICOPTER
TEXTRON INC.

LICENCE AGREEMENT
FOR THE
TECHNOLOGY OF THE
HELICOPTER AW609

THE TRANSFER OF THE
LICENCE AGREEMENT, IN
THE CASE OF CHANGE OF
CONTROL IN
AGUSTAWESTLAND
PHILADELPHIA
CORPORATION

OR OF GROUP COMPANIES
IS INEFFECTIVE AND
INVOLVES THE
TERMINATION OF THE
LICENCE AGREEMENT AND
OF ALL THE OTHER
AGREEMENTS WITH BELL
RELATED TO THE
HELICOPTER AW609,
EXCEPT WITH THE PRIOR
WRITTEN CONSENT BY
BELL HELICOPTER
TEXTRON INC.

AGUSTAWESTLAND
PHILADELPHIA CORPORATION

CAE FLIGHT SOLUTION
USA INC.

ROTORSIM USA LLC
AGREEMENT

IN CASE OF A CHANGE OF
CONTROL OF ONE OF THE
PARTIES TO THE
AGREEMENT IN FAVOUR
OF A COMPETITOR OF THE
OTHER PARTY, THE
LATTER IS ASSIGNED THE
PREEMPTION RIGHT
CONSISTING IN THE SALE
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OF ITS STAKE IN
ROTORSIM USA LLC

LEONARDO MW LTD

NORTHROP GRUMMAN

“MISSILE COUNTER
MEASURE
(INFRARED)”
CONTRACT

TERMINATION OF THE
CONTRACT OR
ALTERNATIVELY A
REQUEST FOR
ADDITIONAL
PERFORMANCE
GUARANTEES AT THE
DISCRETION OF THE
PARTY NOT SUBJECT TO A
CHANGE IN CONTROL

LEONARDO MW LTD

BAE SYSTEMS

TYTAN JAS

THE CONTRACTING PARTY
SHALL INFORM THE
AUTHORITY IN WRITING,
AS SOON AS POSSIBLEOF
ANY SIGNIFICANT
CHANGE OF CONTROL OF
THE CONTRACTING PARTY

LEONARDO MW LTD

BAE SYSTEMS(WARTON)

TEAMING
AGREEMENT
ASSOCIATED WITH
THELTEWPBID

NO ASSIGNMENT IS
PERMITTED WITHOUT THE
WRITTEN CONSENT OF
THE OTHER PARTY

L EONARDO MW LTD

UK MoD

MODESIFF
(PRINCIPAL
AGREEMENT)

THE CONTRACTOR SHALL
INFORM THEAUTHORITY
IN WRITING, AS SOON AS
POSSIBLE OF ANY
SIGNIFICANT CHANGE IN
CONTROL OF THE
CONTRACTING PARTY

TELESPAZIO SPA

DLR GFR

BY-LAWS FOR
SPACEOPALGMBH
(50%TELESPAZIO
SPA; 50%DLR GFR),
A COMPANY
OPERATING IN THE
FIELD OF SATELLITE
SERVICES RELATING
TO THE GALILEO

RIGHT OF THE
SHAREHOLDER NOT
SUBJECT TO A CHANGE IN
CONTROL, WITH THE
PRIOR AUTHORISATION OF
THE SHAREHOLDERS
MEETING, TO SELL ITS
SHARES TO A THIRD
PARTY OR ANOTHER

PROJECT SHAREHOLDER OR TO
WITHDRAW IN EXCHANGE
FOR A PAYMENT TO BE
DETERMINED
TELESPAZIO SPA ITALIAN SPACEAGENCY SHAREHOLDERS IN CASE OF MATERIAL
(AsI) AGREEMENT CHANGES IN THE

RELATING TO EGEOS
SPA (TELESPAZIO
SPA 80%,As120%),
A COMPANY
OPERATING IN THE
EARTH OBSERVATION
SATELLITE FIELD

SHAREHOLDER

STRUCTURE OF

TELESPAZIQ ASI IS

ENTITLED, AT ITS OPTION

e TO REPURCHASE

THE PROPERTY
PLANT AND
EQUIPMENT AND
INTANGIBLE
ASSETS
CONTRIBUTED
BY ASITO E-
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GEOS
® TO SELL THE SHARES
TO THE
SHAREHOLDERS OF E
GEOS IN PROPORTION
TO THE STAKES HELD
IN THE COMPANY.
THE CHANGE IN THE
SHAREHOLDER
STRUCTURE OF
LEONARDO SPA OR
THALES SA. IS NOT
CONSIDERED TO BE A
MATERIAL CHANGE.

LEONARDO DRSINC. AND ITS LEONARDO US HOLDING LOAN AGREEMENT IN CASE OF CHANGE OF
SUBSIDIARIES (FORMERDRS MECCANICA HOLDINGS CONTROL, LEONARDODRS
TECHNOLOGIEINC.) AND ITS USA INC.IS REQUIRED TO
SUBSIDIARIES(OWNED THROUGH IMMEDIATELY REPAY THE
LEONARDOUSHOLDING, INC, LOAN IN FAVOUR OF
(FORMERMECCANICA HOLDINGS USA LEONARDOUSHOLDING
INC.)

As regards takeover bids, it should be pointedtbat the Company’s By-Laws do not provide for
exceptions to the provisions on the passivity uider Art. 104, paragraph 1-ter, of the Consoldiate
Law on Financial Intermediation, nor any provisiansthe application of the neutralisation rules

under Art. 104-bis, paragraph 1, of the Consolid&i@w on Financial Intermediation.

1) COMPENSATION FOR DIRECTORS IN CASE OF RESIGNATION OR DISMISSAL WITHOUT JUST
CAUSE OR TERMINATION OF EMPLOYMENT FOLLOWING A TAKEOVER BID  (Art. 123bis, para.
1, lett. i),TUF)
The information required by Art. 123-bis, paragrdpletter i), of the Consolidated Law on Financial
Intermediation is contained in the RemunerationdRepequired by Art. 123er of the Consolidated

Law on Financial Intermediation (cf. point 8 hepeof

L) LAWS GOVERNING THE APPOINTMENT AND REPLACEMENT OF DIRECTORS AND A MENDMENTS

TO THE BY-LAWS (Art. 123bis, para. 1, lett. )TUF)
As regards the appointment and replacement of irgcreference is made to paragraph 4.1. below
herein.
As regards any amendments to the By-Laws, it shbeldhoted that they shall be approved by the
Shareholders’ Meeting pursuant to law and By-Laws.
However, under Section 24.1 of the By-Laws, therBaa Directors has the power to adapt the By-

Laws to legislative provisions. Under section 2&.3ne By-Laws, any proposals to amend sections or
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to adopt new By-Laws are decided by the Board oé@ors with the vote in favour of 7/10ths of the
Directors in office.
Finally, note the Government's veto power over #uoption of amendments to the By-Laws that

revoke or modify the special powers provided toghee, referred to in point D.1) above.

M) AUTHORISATION FOR SHARE CAPITAL INCREASE AND AUTHORISATION TO  PURCHASE
TREASURY SHARES (Art. 123-is, para. 1, lett. mJTUF)
The Board of Directors has no authority to makatahmcreases under Art. 2443 of the Italian Civil
Code, nor do the Directors have the power to issugty instruments.
On 16 May 2017 the Shareholders’ Meeting authorizeghile revoking the previous authorisation
resolved for the purchase on 28 April 2016 - thguésition and disposition of treasury shares segyvin
the Incentive/co-investment plans which were appdovy the Shareholders’ Meeting held on 11 May
2015, up to a maximum of 2,000,000 ordinary shdmgsa period — as to the purchase - of eighteenth
months from the date of the relevant resolutionyal as — as to the disposition of purchased share
as well as of those already held in the portfoliowithin the time limits required for the
implementation of the Plans. The resolution provitleat the purchase of treasury shares may be
made, in appropriately gradual stages, by acquisimghe market, at a maximum and minimum unit
price which corresponds to the reference price rebgeon the Electronic Stock Market on the day
prior to purchase (more or less 5% for the maxinpuite and for the minimum price, respectively).
The Company held 3,709,133 treasury shares, egjaddut 0.642% of the share capital, at the date of
the approval of this Report.

N) DIRECTION AND COORDINATION
Leonardo is not subject to direction and coordorapursuant to Art. 249@t seq.of the Italian Civil
Code.

3. COMPLIANCE (Art. 123-bis, para. 2, lett. a),TUF)

The Company’s Corporate Governance model is inwitlk the application principles and criteria of
the Corporate Governance Code, which the Compamplies with. This model has been over time
subject to subsequent amendments aimed at apprtherigstructions given by the Code from time to
time, which are incorporated in th®LES OF PROCEDURES OF THBOARD OF DIRECTORS(hereinafter
also referred to as “Rules of Procedyrevhich was duly updated by the Board in ordeguarantee
the constant alignment with the contents of the eCad well as with the changes made to the
Company’s organisational structure.

As regards the changes introduced in the latesbedf the Code (July 2015), as already disclased

this 2017 Corporate Governance Report, the Boar®iofctors confirmed its acceptance of the
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Corporate Governance Code and pointed out thatohgorate governance model of Leonardo is
substantially consistent with the recommendatiaig down in the new version of the Code and took,
in line with the set time limits, the appropriatéggament measures, updating the Board regulations
and those of the internal Board Committees, asldéta this Report, in order to further tightereth
level of compliance on the part of the Company Goaece model. The Board also took the
opportunity to consider making further changes hesé Regulations, suggested by practice and
experience in their application, in addition to oriflormal adjustments required as a result of chang
which had taken place in the Company’s organisatistructure.

The text of the Code can be accessed by the pobltbe Corporate Governance Committee website

(http://www.borsaitaliana.it/comitato-corporate-gmance/codice/codice.h)m

The updated text of the Rules of Procedure is ptlympade available in the specific Corporate

Governance section of the Company’s website.

Neither Leonardo nor its subsidiaries with keytsméc roles are subject to non-ltalian laws affegti
the Company’s corporate governance structure; seigiard to the activities of the Group in the USA,
it is noted that some of them are subject to sjmegifvernance rules (such as the “Special Security
Agreement” and the “Proxy Agreement”), which wemgresed with the Defense Security Service
(DSS) of the US Department of Defense and aimeesiticting the access, by the shareholder, to

“classified” information.

4. BOARD OF DIRECTORS

4.1.APPOINTMENT AND REPLACEMENT (Art. 123-is, para. 1, lett. I), TUF)

The Company is governed by a Board of Directors ihanade up between 8 and 12 members who

are appointed by the Shareholders’ Meeting. Theeblodders also establish the related number and
the length of their terms in office. Directors appointed for a term that does not exceed three
financial years and may be re-elected pursuantrto2@83 of the Italian Civil Code. In the evenath
the Meeting has not taken steps to do so, the Beglrdppoint a Chairman from among its members.
Regarding the appointment of the Directors, theLBws (section 18.3) provide for the specific “list
voting” mechanism, as described below.

The Directors are appointed by the Shareholdersétig on the basis of lists submitted by the
Shareholders (as well as possibly by the outgoiogré® of Directors) in which the candidates are to
be numbered consecutively. Lists submitted by $twdders (or possibly by the outgoing Board of
Directors) shall be filed with the registered offiat least 25 days before the date of the Meeting o
first call, and made public by the Company at |€dstlays before the date of the Meeting, again on

first call, according to the procedures provided g the regulations in force. The time limits and
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procedures for the related filing are specifiedh®s Company in the notice of call of the Sharehwside
Meeting.

Each shareholder may submit or contribute to tiensssion of one list only and each candidate may
stand in one list only under penalty of being igislie for election.

Shareholders who, alone or with other Shareholdemsgesent at least 1% of the voting shares in the
Ordinary Shareholders’ Meeting will be entitledstdomit lists (or such lesser number as is laid down
by provisions of law or regulations, where applieab

By Resolution no. 20273 of 24 January 2018, Comgotlirmed the shareholding required to submit
lists of candidates for the election of governimgl &ontrol bodies of Leonardo to the extent of 1%,
equal to the percentage required by the By-laws.

In order to prove ownership of the number of shanesessary for the submission of lists,
Shareholders must file appropriate certificatiompving ownership of the number of shares
represented, with the registered office, within tinge limit prescribed for the publication of thst$

by the Company.

At least two Directors must meet the independepggirements as laid down for Statutory Auditors
pursuant to law. In this regard, in line with theoysions laid down in the Code, the Company
expressly requires, in the notice of call, to sfyean the lists of candidates to the position afdtor,
their eligibility to be qualified as “independertirectors pursuant to law, as well as pursuantrto R

of the aforementioned Code. Furthermore, all caatdsl must meet the honesty requirements laid
down by the regulations in force.

Lists with a number of candidates equal to or deee must also include candidates of different
genders, in accordance with the notice of calhefMeeting, in order to permit a composition of the
Board that is consistent with the regulations rcéoregarding the balance between genders.
Together with each list, and within the time limprescribed for the filing of such lists, declaragdy

the individual candidates must also be filed, inchithey accept their nominations and certify, unde
their own responsibility, that there are no groufatsineligibility for election or incompatibilityand
that all the requirements prescribed by the remratin force are met for their respective posaion
including any independence requirements as reqbiyete By-Laws.

The Directors appointed shall notify the Companthait delay of any loss of the abovementioned
independence requirements and honesty, as well #e e@mergence of grounds for ineligibility or
incompatibility.

Each party entitled to vote may vote for one lislyo

The Directors shall be elected as follows:
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a) two thirds of the Directors to be elected, withctions being rounded down to the nearest whole

number, shall be drawn from the list that has olet@ithe majority of votes cast (the “Majority Ligt”

in the order in which they appear in the list;

b) the remaining Directors will be drawn from the exthists (the “Minority Lists”); for that purpose,

the votes obtained by these lists will then bed#idi by one, two, three and so on, depending on the
gradual number of Directors to be elected. Theexcthtus obtained shall be allocated progressieely t
the candidates of each of the various lists acogrtb the order specified therein. The scores thus
allocated to the candidates of the various listdldbe arranged in a single list in descending orde
Those who have obtained the highest scores witldxeted.

In the event that more than one candidate haveneltahe same score, the candidate from the list
which has not yet elected any Directors or which élected the lowest number of Directors shall be
elected.

In the event that none of these lists has electBitector yet or that they have all elected the sam
number of Directors, the candidate will be electddbse list has obtained the highest number of votes
In the event of an equal number of list votes ailldvdth the same score, a new vote will be held b
the entire meeting and the candidate with a sim@pority of votes will be elected;

b-bis) if the Majority List does not present enough cdats to reach the number of directors to be
elected pursuant to letter (a) above: (i) all thedidates listed are taken out according to tHatgs

in the List; (ii) the other candidates for posisaas directors are taken out of Minority Lists,quant

to letter (b) above, for one-third of the total em of positions on these lists; and (iii) the nembf
candidates required to fill the positions not cexkby the Majority List are taken out of the Mirgri

List which has received most votes among the Mindvists (the “First Minority List”) on the basis

of the number of candidates in this List; if thare not enough candidates, the remaining candidates
for positions as directors, following the same pahae, are taken out of the next list or even o¢h
following, according to the number of votes andrbenber of candidates in the Lists themselves.
Finally, if the total number of candidates in thistk that have been presented, including both Mgjor
and Minority Lists, is lower than the number ofaditors to be elected, the remaining directors are
elected by a resolution passed by the sharehold®rsting pursuant to section 18.4 below;

c)if, following the application of the procedure esed to above, the minimum number of
independent Directors required by the By-Laws hat been appointed, the share of votes to be
allocated to each candidate in the various lisédl §ie calculated according to the system indicated
letter b) and the number of candidates necessaepgore compliance with the provisions of the By-
Laws, not yet drawn from the lists pursuant toeletta) and b), who meet the independence
requirements and who have obtained the highesesairall be elected. These shall take the place of

the non-independent Directors who have been afldcdie lowest scores. In the event that the number
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of candidates does not comply with the minimumwb tindependent Directors, the Shareholders'
Meeting shall resolve, with the majorities providadlaw, to replace the candidates who do not meet
the independence requirements and who have obttirddwest scores;

c-bis) when the application of procedures referred tovabioes not result in compliance with the
regulations governing gender equality, the quotiénotes to allocate to each candidate from tis li

is calculated, dividing the number of votes obtdibg each list by the ranking of each candidate; th
candidate from the more represented gender withatvest quotient of the candidates from all the
lists is replaced, without prejudice to the minimaommber of independent Directors, by the person
belonging to the less represented gender chosém ffxé next highest ranking) in the same list &s th
replaced candidate. If candidates from differestslhave obtained the same quotient, the candiuate
the list from which the greatest number of Direstdrave been taken will be replaced; or,
subordinately, the candidate from the list that dlatmined the lowest number of votes; or, if theego
are even, the candidate that has obtained fewdss foom the Shareholders’ Meeting in a special
ballot.

Section 18.4 of the Company’s By-Laws provides fhatthe appointment of Directors who are for
whatever reason not appointed in accordance wéhafbrementioned procedures, the Shareholders’
Meeting shall resolve with the majorities provideygllaw and in order to ensure the presence of the
minimum number of independent Directors provideddw and the Company’s By-Laws as well as
to comply with the regulations in force regardihg balance between genders.

If in the course of the mandate, one or more Dinsctease to hold office, measures will be taken
pursuant to Art. 2386 of the Italian Civil Code. Teplace the Directors who have ceased to hold
office, the Shareholders’ Meeting shall resolvehwihe majorities provided by law to appoint
replacements from those on the same list as th#teoDirectors who have ceased to hold office, if
previously unelected candidates remain on this [i@te Board of Directors carries out the
replacement, pursuant to Art. 2386 of the ItalianlCode, by appointing the replacement Directors
on the basis of the same criteria as in the prevpmriod and in order to guarantee the presentieof
minimum number of independent Directors provideddy law and the Company’s By-Laws as well
as to comply with the regulations in force regagdine balance between genders, in the first meeting
after the termination.

With particular regard to the provisions introdudsdLaw no. 120 of 12 July 2011 and by the Consob

implementing regulations governing equal accesght# governing and control bodies of listed

companies and the relative by-laws provisions épgly starting from the first renewal of governing
and control bodies after 12 August 2012 and forftiewing three mandates (section 34.1 of the
Company’s By-Laws), it is to be noted that therilisttion of the governing and control bodies to be

elected shall be carried out on the basis of artit that ensures gender equality: in particdtarthe
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first term of office, at least 1/5 (and at leasB fdr two following terms) of the members of the
governing and control bodies must represent themrepresented gender. With regard to the Board
of Directors which currently holds office, appoidten 16 May 2017, the portion of the under-
represented gender is equal to 1/3 of the Boardisibers.

Succession plans

The Company’s Board of Directors has consideredpjpropriate not to adopt a plan for the
succession of the executive Directors of Leonardp.aS referring this decision to the
shareholders. It should be noted, however, thaBiberd, at the suggestion of the Nomination,
Governance and Sustainability Committee, is ofdpimion that gprocedure should be adopted
for meeting any crisis management situations thatrée, in line with the objective (reported
by the Corporate Governance Committee in the lettereferred to in the Introduction above)

of ensuring continuity and stability in the managenent of the Company.

As early as during the 2015 financial year, the vabtentioned Committee, based on the
considerations made in the framework of self-evisdagprocess, focused its work on the possibility o
drawing up this procedure, as there is no planstarcession to top management positions. At the
beginning of 2016 the Committee then approvedntakiccount of the governanseucture of the
Company, the recommendations laid down in the QatpoGovernance Code and the experience
gained by other issuers, a proposed procedure tsubmitted to the Board of Directors for the
adoption of any related decision, to ensure coittina the Company’s ordinary operations promptly
and effectively, upon occurrence of events thatlccqurevent the Chief Executive Officer from
performing his duties during his term of office. iFfprocedure was approved by the Board of
Directors at the meeting held on 16 March 2016.

4.2.COMPOSITION (Art. 123bis, para. 2, lett. d), TUF)

The Shareholders’ Meeting of 16 May 2017 set thmber of the members of the Board of Directors
at 12. They will serve for the three-year periazhir2017 to 2019 and, therefore, until the approval
the Financial Statements at 31 December 2019.

The Board of Directors in office at the 2017 year-end and currently hajdoifice, is made up as

follows:

Giovanni De Gennaro(1) Chairman

Alessandro Profumo(1) Chief Executive Officer
Guido Alpa (1)

Luca Bader (1)
Marina Elvira Calderone (1)

Paolo Cantarella(2)
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Marta Dassu (1)
Dario Frigerio (2)
Fabrizio Landi (1)
Silvia Merlo (2)
Marina Rubini (2)
Antonino Turicchi (1)

(1) Director appointed from thést submitted by the majority shareholder (Ministry of Economy and
Finance, holding about 30.204% of the share capitalted by the majority of the share capital
represented in the Shareholders’ Meetingabout 62%).

(2) Director appointed from théist submitted by minority shareholders (a group of asset management
companies and institutional investors, holding ad0810% of the share capitafpted by the minority of
the share capital represented in the Shareholderd/eeting (about 37%).

The Tables annexed to this Report show the streiotdirthe Board of Directors, specifying the

members serving as at the date of approval ofRlejgort and of the Directors that ceased to hold
office during the 2017 financial year, as well he tespective details in terms of independence (in
accordance with the Consolidated Law on Financaitdrmediation and the Corporate Governance

Code), membership in Committees and length of servi

Curricula of the Directors
A brief curriculum of each member of the present Board of Directoliews, stating their age and

seniority in the position.

GIOVANNI DE GENNARO

CHAIRMAN
Non-executive- Non-Independetih -office since July 2013

Belonging list: majority (Ministry of Economy and iance)

Born in Reggio Calabria on 14 August 1948. Chairmmhheonardo since 4 July 2013. His mandate
was renewed by the Shareholders’ Meeting on 15 R and 16 May 2017. He was He took a
Degree in Law at the University of Rome “La Sap&hzAfter fulfilling his national service
obligations as a reserve officer for the Italianmirand a short period of work at the Italian Miryst
of Finance, he entered the Ministry of the Intedmiding various positions as a Public Security
Officer (“Funzionario di Pubblica Sicurezda He spent most of his career in the Public Siégur
Administration until 1994, when he was appoint&iefetto di Prima classe(Prefect). In 2000 he
became Chief of the Police — Director General dilieuSecurity. In 2007 he was appointed Head of
the Ministerial Staff of the Internal Affairs. Dag his mandate, because of the exceptionally seriou
crisis related to the waste disposal in Campahm/talian Government assigned Mr De Gennaro the

temporary management of the emergency for 120 dayd appointed him Extraordinary
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Commissioner. In 2008 he held the position of Dwedceneral of the Italian Security Intelligence
Department (DIS -Dipartimento per le Informazioni per la Sicuregzwith the additional task of
implementing, from a regulatory and organisatisgtahdpoint, the complex reform of the intelligence
services called for by the Parliament in 2007.042he was appointed Under Secretary to the Italian
Prime Minister's Office with powers over the intgnce and security services, by the Council of
Ministers. As Government representative he padieig in the process of approval, unanimously
voted by the Parliament, of another partial refofrthe laws governing the intelligence serviceghwi
particular regard to the sensitive issue of théeS&ecret. In 2000 he was bestowed the Knight of
Grand Cross Cavaliere di Gran Croc® of the Order of Merit of the Italian Republic.eHs the

Chairman of the Center for American Studies.

ALESSANDRO PROFUMO

CHIEF EXECUTIVE OFFICER
Executive — Non-Independerin-office since May 2017

Belonging list: majority (Ministry of Economy and Rance)

Born in Genoa on 17 February 1957. Chief Execuidicer of Leonardo since 16 May 2017. He's
also Honorary President of AIAD (ltalian Industriesderation for Aerospace, Defence and Security)
since July 2017. He graduated cum laude in BusiAdgsinistration at the Luigi Bocconi University.

In 1977 he started working at the Banco Larianoenethe stayed for ten years. In 1987 he joined
McKinsey & Company, where he dealt with strategid arganisational projects for financial houses.
In 1989 he became the head of relations with firmastitutions and of integrated organisation and
development projects for Bain, Cuneo & Associati1B91 he left the business consulting sector to
take up a position as Chief Banking and Para Bankifficer with RAS — Riunione Adriatica di
Sicurta. He was also responsible for increasing¢hrenues of the Group’s finance company and of
the distribution and management companies operdatitige sector of asset management. In 1994 he
joined Credito Italiano (now UniCredit), where hasvappointed Joint Chief Officer in the Group’s
planning and control department. One year lateiobk up the position of General Manager, while in
1997 he was appointed as Chief Executive Officethef UniCredit Group, a position which he
continued to fill until September 2010. Under kéadership the UniCredit Group became a European
level institution, from 15,000 to more than 162,08Mployees, with offices in 23 countries. In
February 2012 he was appointed by the European @Gsiamer for the Internal Market and Services
to a group of European experts, the High-Level Ex@eoup, which was to evaluate the functioning
of the European Union banking sector and suggessiilpie measures to reform its structure. He served
as Chairman of Banca Monte dei Paschi di Siena fkpnil 2012 to August 2015.
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In September 2015 he became a Director and thar@aiof Equita SIM, positions which he filled
until May 2017. At international level, he actedRrgsident of the European Banking Federation in
Brussels and of the International Monetary Confeeem Washington. He has also been on the
International Advisory Board of Itat Unibanco (Bifpand a member of the Supervisory Board of
Sberbank (Russia). He was a Director of the Bo&rDiectors of Eni from 2011 to 2014. In July
2015 he was again co-opted to the Board of DireabdrEni, a position which he left in April 2017
after the annual report had been approved by theesblders’ meeting. He has also been a member of
the Board of Directors and of the Executive Comemsitof Mediobanca and a member of the Board of
Directors at the Luigi Bocconi University.

He was awarded the Italian Order of Merit for Lab@Zavaliere al Merito del Lavoroin 2004. He is

a Director of the Together To Go Foundation (TOG).

GUIDO ALPA

DIRECTOR
Non-executive- Independenn-office since May 2014

Belonging list: majority (Ministry of Economy and iance)

Committees
» Nomination, Governance and Sustainability (Chairman
» Control and Risks

Born in Ovada (Province of Alessandria) on 26 Nolenl947. Director of Leonardo since 15 May
2014; his mandate was renewed by the Shareholifrsting of 16 May 2017. He has graduated in
Law from Genoa University. He has been Full Prafesg the Faculty of Law at Genoa University
(Civil law, Comparative private law and Comparatiegal systems). He has been Full Professor at the
Faculty of Law at La Sapienza University in Romecsi 1991 (Civil law and Comparative private
law) and the director of the Master's course indpean Private Law since 2004. He has been a
Visiting Professor at the School of Law of Oregonivérsity and at the University of California
(Berkeley), the University of London, the Interoai@l Faculty of Comparative Law in Mannheim,
Trento and Coimbra, the University of Barcelona thniversity of Granada and the University of
Oxford. He has also taught at the Malta UniverStynmer School, at the Summer School of the
Institute of Advanced Legal Studies in London, la Summer School of the King's College in
London. He has been a member of the National Bapdéiation since 1995 and was the Chairman of
this Association from May 2004 to March 2015. Heaisnember of the Steering Committee of the
Italian Arbitration Association, of the Steering rGmittee of the Italian Comparative Law
Association, of the national Steering Committedhaf International insurance law association and a

member of the Scientific Committee of “Bancariahdt Italian Bankers’ Association’s monthly
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magazine), as well as the Chairman of the Italiauil Cawyers. Furthermore he is also a member of
the Advisory Council of the Institute of Europeaongparative Law at the University of Oxford and
has been a member of the Board of Directors ofCsar Foundation. He has been the Chairman of
the Users’ Advisory Council and a board member /AP (the lItalian Insurance Supervisory
Authority). He has been a member of the Board oé®ors of Banca Carige, the Chairman of Carige
Assicurazioni S.p.A. and Carige Vita Nuova S.pas,well as a member of the Board of Directors of
the Carige Foundation and a member of the BoaRirettors of Grandi Navi Veloci S.p.A.

He has received prestigious awards including thahe Knight of Grand Cross Cavaliere di Gran
Croc€) of the Order of Merit of the Italian Republic,night of the Equestrian Order of the Holy
Sepulchre (Cavaliere dell'Ordine Equestre del Santo Sepdicend Commander of the Order of St
Gregory the Great Commendatore dell’Ordine di San Gregorio Magné&inally, he is the author of

a large number of publications.

LuUCA BADER

DIRECTOR
Non-executive- Independenin-office since May 2017

Belonging list: majority (Ministry of Economy and iRance)

Committees
» Analysis of International Scenarios
» Control and Risks

Born in Milan on 18 May 1974. Director of Leonarsioce 16 May 2017. He received a Bachelor of
Arts degree in Political Science at the South Bhimkversity in London and a Master of Arts in
International Relations at the London School ofritguics. He was a researcher from 2000 to 2004 at
the International Affairs Institute in Rome, whdre had the role of Coordinator of the International
Economy Laboratory. He was the political advisorthe Liberal and Democratic Alliance at the
European Parliament from 2004 to 2006 and Headtefrational Relations for the Italian Margherita
— Democrazia e Liberta Party until 2008. He wasudgplead of International Affairs for the Italian
Democratic Party from 2008 to 2013. He has actefidassor for European and International Affairs
for Italian and foreign companies and has coopénaith ICE, the Italian Institute for Foreign Trade
handling some special projects for them. From 2@12016 he was Head of the Secretariat to the
Minister at the Ministry of Foreign Affairs and &rhational Cooperation and from December 2016 to
March 2017 he was the President of the Italian Cibusf Minister’'s Advisor for International
Relations. He has been Director of the InstitutEwfopean Democrats in Brussels since 2007 and has

been a member of the Organising Committee of MEBIdgjues — Institute for International Political
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Studies (ISPI) since January 2015. From 2007 tol 284 was a researcher and a senior fellow at

universities in Australia and in London.

MARINA ELVIRA CALDERONE

DIRECTOR
Non-executive- Independerin-office since May 2014

Belonging list: majority (Ministry of Economy and ihance)

Committees
» Nomination, Governance and Sustainability

» Remuneration

Born in Bonorva (Province of Sassari) on 30 July3.9Appointed Director of Leonardo by the
Shareholders’ Meeting of 15 May 2014; her mandate venewed by the Shareholders’ Meeting of 16
May 2017. She has graduated in Business Manageandninternational Business Economics. She is
a member of the Association of Labour ConsultaBtsline dei Consulenti del Lavarand is expert

in the management of industrial and labour relatiand enhancement of corporate human capital. She
also provides advice in the areas of the publiwiser the recruitment and management of staff
members working for state-controlled companiesinass crisis and insolvency proceedings. She has
been the Chairman of the National Labour Consudtabouncil since 2005. She has been the
Chairman of the European Labour Law Practice Asginri since 2006. She has been the Chairman of
the Permanent Single Committee of Professional diadons and Boards since 2009. She is the
author of papers and articles, and participatesoimgresses, workshops, conferences, parliamentary
hearings and TV programmes, in relation to labond d&bour market analysis issues. Upon
appointment by the Italian Government, she has beaember of the European Economic and Social
Committee since October 2015. In December 2015ast®eawarded the title of Honour Graduate in
labour social issuesGfaduado Social de Honpifrom the General Council of Official Colleges of
Social Graduates of Spai@¢nsejo General de Colegios Oficiales de Gradu&imsales de Espajia

PAOLO CANTARELLA

DIRECTOR —Lead Independent Director
Non-executive- Independerin-office since May 2011

Belonging list: minority (a group of asset managentecompanies and institutional investors)

Committees
» Control and Risks (Chairman)

» Nomination, Governance and Sustainability
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Born in Varallo Sesia (Vercelli) on 4 December 194ppointed Director of Leonardo at the
Shareholders’ Meeting of 4 May 2011, his mandats keaewed by the Shareholders’ Meetings of 15
May 2014 and 16 May 2017. He has a degree in Méchlaikngineering from the Politecnico
University in Turin. He started his career as tle&al Manager for Turin companies operating in the
automobile components industry. In 1977 he joinéat 5.p.A. in the Automobile Components
division at first assisting the head of this dieisiand then as the Sales Manager of AGES S.p.A.
(components production). In 1980 he was appoingsistant to the Chief Executive Officer of Fiat
S.p.A., as well as head of the Interdivision IndastCoordination of the Group. In 1983 he was
appointed Chief Executive Officer of Comau, a compia the Fiat Group operating in the production
resources and systems division. In 1989, he jokatdAuto where he was responsible for Purchasing
and Logistics. In 1990 he was appointed Generaldganof Fiat Auto, then, Chief Executive Officer
of the same and manager of the Automobile Divigibthe Fiat Group. From 1996 to 2002, he held
the position of Chief Executive Officer of Fiat SAp Chairman of Fiat Auto S.p.A. and Chairman of
IVECO B.V.. From 2000 to 2001, he was Chairman &R (European Automobile Manufacturers’
Association). In 1997 he was appointed Knight obduar Cavaliere del Lavorp He was a member
of the Managing Committee of Confindustria (thdidta Federation of Industrialists) and a Member of
the Board of Directors of Mediobanca, HdP (holdocwgnpany of Partecipazioni Industriali S.p.A.),
Alcatel, CNH, Polaroid, Terna, TOROC (Turin Olympi2006) and IREN S.p.A.. At present, he is a
member of the Steering Committee of the Teatro &®dgilorino foundation, as well as the President
of the Historic Sport Car Commission of ACI (ltadi®utomobile Club) and of the Historic Motor
Sport Commission of the FIAF€dération Internationale de I'AutomobjleHe was appointed as a

member of the Board of Directors of Prima Indus8ip.A. in 2017.

MARTA DASSU

DIRECTOR
Non-executive- Independenn-office since May 2014

Belonging list: majority (Ministry of Economy and ance)

Committees
> Analysis of International Scenarios (Chairman)

» Nomination, Governance and Sustainability

Born in Milan on 8 March 1955. Appointed Directdrleeonardo by the Shareholders’ Meeting of 15
May 2014; her appointment was renewed by the Sbidets’ Meeting of 16 May 2017. She has
graduated in Contemporary History from Florence vdrsity. She has taught Sociology of
International Relations and International Jourmalég La Sapienza University in Rome and published

various essays and books on international polig¢tge has held the following positions: Director of
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CeSPI (Research Centre for International Politics|Rome from 1989 to 1999, Councillor for
International Relations for the Italian Prime Mieisfrom 1998 to 2001, Councillor for the Presidenc
of the Republic from 2004 to 2005, head responddi¢he Strategy Reflection Group of the Ministry
of Foreign Affairs from 2006 to 2007, Member of tBeientific Committee of Confindustria (the
Italian Federation of Industrialists) from 20082@11, Director General for International Affairstiaé
Aspen Institutan Italy from 2001 to 2011, Deputy Minister for tiinistry of Foreign Affairs from
2001 to 2014. She is a member of the Board of recof Trevi Finanziaria, the Fondazione Eni
Enrico Mattei (FEEM) foundation and Falck Renewablghe is a leader writer fom Stampaand the
Director of the Aspenia magazine.

She currently holds the following positions: Seridorector of European Affairs at the Aspen Insttut
and Chair of the Aspen Initiative for Europe; Vioesident of the Center for American Studies,
Member of the Scientific Committee of the School@dvernment at LUISS University in Rome;
Member of the Advisory Council of the European BpICentre in Brussels, Member of the Steering
Committee of the International Affairs Institute Rome. She was awarded the Frend@uyion
d’Honneurof the French Republic in 2003.

DARIO FRIGERIO

DIRECTOR
Non-executive- Independeni-office since July 2013

Belonging list: minority (a group of asset managentecompanies and institutional investars

Committees

» Remuneration (Chairman)

» Nomination, Governance and Sustainability

Born in Monza on 24 June 1962. Appointed DirectoL@onardo at the Shareholders’ Meeting of 4
July 2013, his mandate was renewed by the ShamfsdblMeetings of 15 May 2014 and 16 May
2017. He has a degree in Political Economy from Bleconi University in Milan. He started his
professional career in 1991 at Credito Italiano lBas financial analyst where he dealt with the
Bank’s own investment portfolio and the asset ligbimanagement. In 1996 he was appointed
Investment Manager in Milan and Dublin by the Uadit Group. In 2001 he was appointed Chief
Executive Officer of Pioneer Investment (Unicredtoup). After a new reorganisation of the
Unicredit Group, in 2004 Mr Frigerio became in g®pf the Private Banking unit and was appointed
Deputy General Manager of the UniCredit Group, assg also the role of Chief Executive Officer of
Unicredit Private Banking. He was also appointedmiper of the Executive Committee of the
Unicredit Group. Following the acquisition in 2006the German HVB Group and the Austrian Bank
Austria Group and in 2007 of Capitalia, he took thie responsibility for the Group’s Wealth
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Management business at international level. He la¢sd the chairmanship and vice-chairmanship of
various banks and asset management companiesyiratd abroad (such as Pioneer Global, Pioneer
Sgr, Activest Germany, Fineco, Xelion and Dat).w#s a member of the Surveillance Body of HVB
in Germany and Bank Austria in Austria. From 20a®011 he was Senior Advisor of Citigroup in
the asset management segment for Europe, MiddleaBdsAfrica. From November 2011 to February
2013 he was Chief Executive Officer of Prelios SGR.

At present, he is deputy chairman of FondazioneaRi4lano and Independent Director of listed and
unlisted companies, Senior Advisor to companiesraip®y in the asset management and private
equity segment and a partner of Wealth Managementp@nies. He was appointed as a member of
the Board of Directors of Telecom ltalia S.p.A2i017.

FABRIZIO LANDI

DIRECTOR
Non-executive- Independenn-office since May 2014

Belonging list: majority (Ministry of Economy and Rance)

Committees
» Analysis of International Scenarios
» Control and Risks

Born in Siena on 20 August 1953. Appointed Direabi.eonardo by the Shareholders’ Meeting of
15 May 2014; his mandate was renewed by the ShidierisbMeeting of 16 May 2017. He graduated
from Biomedical Engineering at the Polytechnic itag¢ in Milan. In 1979 he started his professional
career in Miles lItalia, a Bayer Group company, asnanager responsible for tHafe Science
Instrumentdivision. In 1981 he joined the Ansaldo Group ien@a, as a Manager responsible for the
Strategic Marketing in the biomedical electroniester. He was in managerial roles with various
responsible positions in Esaote from 1984 to Jana&x13, until he took on the post of Chief
Executive Officer and General Manager. In 2009 hedted the ownership restructuring which
determined the Esaote Group’s present structutter Afiving held various positions as Chairman and
Director of the Esaote Group companies, he has et the position of Member of the Boards of
Directors of some North-American and Asian compsuoigerating in the medical high tech sector. He
is currently a member of the Board of DirectordviEnarini Diagnostics, Firma and Silicon Biosystem
that belong to the Menarini Group in Florence, &l aws of the Board of Directors of Banca CRF in
Florence and of the Scientific Committee of El.Em.Calenzano. In 2015 he founded Panakes
Partners, which operates as an Asset Managemenp&@uynin the management of specialist Venture
Capital funds and of which he is the Director. Hdhe president of the TLS Foundation in Siena, a

mandate that has been just renewed, and a memiierSieering Committee. He is a member of the
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Board of Confindustria (the Italian Federation mdlustrialists) in Florence, as well as the pregidén

its Pharmaceutical division and a member of theif@fen’'s Committee of the Southern Tuscany
Federation of Industrialists, responsible for inman. He is the Vice-President of the Business
Network Committee Qomitato Reti d'Impregaof Confindustria. He is the Vice-President of the
Research and Entrepreneurship Foundation. He coliggs with Italian and foreign universities in the

biomedical engineering, healthcare and businessigeament areas.

SILVIA. MERLO

DIRECTOR
Non-executive- Independeni-office since May 2011

Belonging list: minority (a group of asset managentecompanies and institutional investors)

Committees
» Analysis of International Scenarios
» Control and Risks

Born in Cuneo on 28 July 1968. Graduated in Busit&sonomics. Appointed Director of Leonardo
by the Shareholders’ Meeting of 4 May 2011; her da@ was renewed by the Shareholders’
Meetings of 15 May 2014 and 16 May 2017. She isfCBkecutive Officer of Merlo S.p.A. Industria
Metalmeccanica. She holds positions in the BoafdBitectors of other companies in the Merlo
Group. She has been a member of the Board of Digeind of the Control and Risk Committee of
GEDI Gruppo Editoriale S.p.A. since 2013. She hesnba member of the Board of Directors and of

the Appointment and Remuneration Committees ofEEpA. since 2015.

MARINA RUBINI

DIRECTOR
Non-executive- Independerin-office since May 2014

Belonging list: minority (a group of asset managemtecompanies and institutional investors)

Committees
» Nomination, Governance and Sustainability

» Remuneration

Born in Verona in 1969. Appointed Director of Leath@ by the Shareholders’ Meeting of 15 May
2014; her mandate was renewed by the Shareholdesting of 16 May 2017. She is a lawyer who
graduated in Law at the “Sacro Cuore” Catholic @nsity of Milan and obtained a postgraduate law
degree (master of Laws) with honours at the Nor#itere University School of Law in Chicago
(USA). She improved her professional experienc&borating with important law firms in Italy and
abroad, such as: Bonelli Erede in Brussels andrgi@rigoni, Grippo, Cappelli & Partners in Rome.
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Afterwards, she started working for the Company held increasingly important positions: Manager
responsible for the Corporate Area within the Depant of Legal Affairs of Tamoil Italia S.p.A.;
Manager responsible for the Corporate, CompliaAogitrust and Commercial Contracts areas within
the Department of Legal and Corporate Affairs oy@&aS.p.A.; Head of Legal & Compliance lItaly
and Southern Europe Cluster of Novartis VaccinesBiagnostics S.r.l.. Currently, she is of counsel
with the DLA Piper law firm in Milan. She has bearmember of the Board of Directors of Banca
Monte dei Paschi di Siena S.p.A. and a memberefSilrveillance Bodies of major companies. Her
curriculum was included in the databd$600 Curricula Eccellenti (1000 excellent curricula) of the
Bellisario Foundation which comprises the best icuta of women with excellent professional

profiles.

ANTONINO TURICCHI

DIRECTOR
Non-executive — Non-Independein office since May 2017

Belonging list: majority (Ministry of Economy and Rance)

Committees
» Nomination, Governance and Sustainability

» Remuneration

Born in Viterbo on 13 March 1965. Director of Leotha since 16 May 2017. Graduated in Economics
and Trade at Rome La Sapienza University, Mast&cionomics at Turin University (CORIPE) and a
Master in International Finance and Foreign Trddel994 he joined the Italian Treasury official,
while in 1999 he was appointed as Public Debt Mansnt Officer in the unit responsible for
securitisation transactions and the managementinaindial operations, on both domestic and
international debt. From 2002 to 2009 he was Géndsaager of Cassa Depositi e Prestiti, managing
its transformation from a public institution intopavate joint-stock company in 2003. From 2009 to
2011 he filled the position of Executive ManagerRiéme City Council, while from July 2011 to
December 2016 he filled the position of Countrysittent for Italy in the Alstom Group. He has
served as Senior Executive heading the FinancePaiv@tisation Department of the Ministry of
Economy and Finance from May 2016. He is also a Ipeenof the Board of Directors of
STMicroelectronics Holding and of Autostrade pdtalia S.p.A.. Before this he was a director of
Mediocredito in the Friuli region, Mediocredito Rome, EUR S.p.A. and Alitalia - CAl (Compagnia
Aerea ltaliana S.p.A.), as well as a member ofShpervisory Board of Numonyx. He has been a
member of the Board of Directors of Banca MonteR#schi di Siena S.p.A. since 16 April 2015.
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Size of the Board Gender Diversity Independent Directors

36% 36% 82% 82%
12 33%
75%
I | | I I I I I

2017 2016 2015
2017 2016 2015 2017 2016 2015

Directors’ Overboarding

The Directors of Leonardo accept their appointmamis remain in office because they believe that
they can dedicate the necessary time to the diligmmformance of their duties, taking into
consideration the commitment connected to theirkimgr and professional activities, as well as the
overall number of the positions that they holdha governing and control bodies of other companies
listed on regulated markets (including foreign neask of finance, banking or insurance companies or
of other major companies and of the related comenitimalso in the light of their participation ireth
Committees of the Board.

In this respect, the Leonardo Board of Directors &goressedn opinion regarding the maximum
number of positions as Director or Statutory Audita that is compatible with the efficient
performance of the duties involved in a directgrshiith the Company and with a satisfactory
commitment to the work related to the role, deentivad this number should be no higher tfiaa (5)
positions in companies listed on regulated marketdncluding foreign markets, or in finance,
banking or insurance companies or of other major cammpanies(article 1 of the Rules of Procedure).
Any positions held by the Leonardo Directors in pamies either directly or indirectly controlled by
Leonardo S.p.a., or in which it holds an equityeiast, should not count for the purposes of the
calculation of the number of directorships. Thespré composition of the Board is coherent with the
aforementioned limits.

As provided for by the present Board Regulationthier observations regarding the maximum number
of positions held may be made by the Board of Dimescon the basis of any recommendations put
forth by the Nomination, Governance and Sustairglflommittee.

Each year, the Board reviews and reports on theesbentioned positions in this Report.

The positions as Director or Statutory Auditor hieydthe current Board of Directors in companies not

belonging to the Leonardo Group are shown below:

e Paolo Cantarella
Director of Prima Industrie S.p.A.
e Marta Dassu

Director of Trevi Finanziaria S.p.A.
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Director of Falck Renewables S.p.A.
e Dario Frigerio
Deputy Chairman of Fondazione Fiera Milano
Director ofPoste Vita S.p.A.
Director of Telecom ltalia S.p.A.
e Fabrizio Landi
CEO of Panakés SGR S.p.A.
Director of Banca CRF S.p.A.
Director of Menarini Diagnostics S.r.1.
e Silvia Merlo
Director of GEDI Gruppo Editoriale S.p.A.
Director of ERG S.p.A.
CEO of Merlo S.p.A. Industria Metalmeccanica
e Marina Rubini
Director of SO.G.AER. S.p.A.-Societa Gestione Aeropdi Cagliari
e Antonino Turicchi
Director of Monte dei Paschi di Siena S.p.A.
Director of Autostrade per I'ltalia S.p.A.

Director of STMicroelectronics Holding

4.3.ROLE OF THE BOARD OF DIRECTORS (Art. 123-his, para. 2, lett. d) TUF)

The Board of Directors is vested with the fullestvers for the management of the Company, with the
authority to perform any act it considers apprdprir achieving the Company’s business purpose,
except for the acts reserved to the Shareholdeegtikg by law or the By-Laws.

The Board is also entitled, as required by seQii of the By-Laws, to resolve on:

a) the merger and demerger in the cases envisagehby |

b) the establishment or closure of sub-offices;

c) capital decreases in the case of withdrawal ofaymaore shareholders;
d) bringing the By-Laws into line with regulatory piievns;

e) the transfer of the registered office in the nadiderritory.

Without prejudice to the issues that cannot begigésl pursuant to law (article 2381 of the Italian

Civil Code) and the By-Laws (section 22.3), the Bogeserved the following issues for its exclusive

competence:

1. setting corporate strategy and organisation gundsli(including plans, programmes and
budgets);
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10.

11.

12.
13.

key strategic agreements, going beyond normal @pas with Italian or foreign operators in
the sector or other companies or groups;

the incorporation of directly-owned joint-stock cpamies except for companies whose
incorporation results from participating in tendews stock exchange listing; capital increases,
transformation, mergers, demergers, winding uphereéxecution of shareholders’ agreements
with regard to directly-owned joint-stock compantleat have a shareholders’ equity of not less
than €mil. 200 on the basis of the last approvedritial statements;

designation, on proposal of the Chief Executiveideff of new Directors with powers, or of
Directors, Statutory Auditors or Independent Auditin directly-owned joint-stock companies
that have a shareholders’ equity of not less thail. €00 on the basis of the last approved
financial statements;

the purchase, exchange or sale of real estateeandd with a duration of more than nine years;
medium- and long-term credit and debt financiahsections for amounts in excess of €mil. 50
per transaction, except for those urgent casesviiich the Chief Executive Officer shall be
authorised to exceed the above limit reporting suasge to the Board of Directors;

issuance of guarantees for amounts in excess ¢f bnper transaction;

the engagement, appointment and dismissal of exesubr of the Head of the Audit are
reserved by the law and the By-Laws to the Boar®ioéctors, subject to the proposal of the
Chief Executive Officer; the Board is also entitleal assign consulting engagements on a
continuous basis for a duration of more than a yearving expenditure in excess of €th. 250;
the acquisition of equity investments, also by eseng option rights, except for transfers of
intergroup equity investments, including when th@pany is the transferring party, without
prejudice to paragraph 14 below;

transfers, contributions, leases and usufruct dratteer acts of disposal, including those carried
out in the framework of joint ventures or as a lesticompliance with corporate restrictions or
business segments thereof;

transfers, contributions, licences and all othés a€ disposal, including those carried out within
the framework of joint ventures or as a result ofmpliance with technology, production
process, know-how, patent, industrial project afidother intellectual property restrictions
connected with work related to defence;

moving research and development work related terdef outside Italy;

transfer of equity investments in companies, algareans of the exercise or the waiver of
option rights, contributions, usufruct, pledges aldother acts of disposal, including those
carried out within the framework of joint venturasas a result of compliance with restrictions

arising from the investments themselves;
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14. vote in the shareholders’ meetings of subsidiaasspciates or companies in which an equity
investment is held (the notions of control and esdmn are meant as understood by Art. 2359
of the Italian Civil Code) that conduct busineskterl to defence with regard to the subject
matter referred to in the preceding points 10), 12) and 13).

Resolutions on matters for which the Board of Divex is solely responsible under the By-laws
(Section 22.3) are valid if they are adopted by fimourable vote of seven-tenths of the serving

Directors (rounded off to the next lowest whole temif this ratio results in fraction).
Meetings

The Board’'s meeting is convened by the Chairmarg hgtice specifying the issues on the agenda to
be discussed and resolved, within the annual ptanoi the board’s meetings or in any case whenever
the same deems it necessary or it is so requéstaditing, by the majority of its members or byeth
Board of Statutory Auditors.

The individual Directors may ask the Chairman teeit issues on the agenda. Where the Chairman
deems it appropriate not to grant the requesthbedball promptly inform the Director concerned.

The notice of call is usually served on each mendjethe Board and of the Board of Statutory
Auditors at least three days before that set femtieeting pursuant to section 20.2 of the By-Lass,
well as according to procedures that are suitabé&nsure confidentiality and timeliness of the aalll

that allow to verify that the notice has been reedj in cases of urgency, at the discretion of the
Chairman, the notice will be sent as promptly assfie, according to the specific circumstances.

As required by the By-Laws, the Board’s meetings/ rha also attended by video-conference or if
necessary by tele-conference, provided that a pratice thereof is given to the Secretary to the
Board, that all the participants may be identifeed! that the same are able to follow the discussion
and at the same time to take part in the discussidime issues, as well as to peruse, in real tsueh
documentation as may be distributed in the coufrsigeomeeting.

At the request of one or more Directors, the Chammmay invite executives from the Company or
from Group companies to participate in the indigdooard’s meeting, as well as any other persons or
external consultants, whose presence is deemed! uisetlation to the issues on the agenda. In any
case, these persons will be required to comply thighsame confidentiality obligations as those laid
down for Directors and Statutory Auditors.

As regardseffective attendance at Board of Directors meetings on the piaof executives of the
Issuer, in conformity to best practices as suggestein the last Report of the Corporate
Governance Committeg meetings were also attended during the 2017 fiahyeiar by the heads

of Leonardo’s first level organisational units dmygits Heads of Division, at the invitation of the

Chief Executive Officer, providing the detailedanfation required in order to throw full light on
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the items on the agenda which fall within theiresgls of responsibility.
For more details regarding the circulation of imfation before and at Board meetings, reference
should be made to paragraph 4.4 below.

The operational practice that has been followedheyCompany for some time ensures that Board
meetings are held regularly, at least once a mdrith.annual calendar of the meetings of the Board
relating to corporate events is generally commuatté®y the Company in the month of December of
the related previous financial year.

In the course of the 2017 financial year, the Baasd 12 times for an average of about 2 hours and
half per meeting. During this year, at 14 March @ib. 3 board’s meetings had already been held
(compared to the scheduled 9 meetings) includiaghbld at the same date.

The following are the Directors’ attendance recdoighe meetings that took place during 2017:

Attendance

Giovanni De Gennaro
Alessandro Profumo (°)
Guido Alpa

Luca Bader (°)

Marina Elvira Calderone
Paolo Cantarella

Marta Dassu

Dario Frigerio

Fabrizio Landi

Silvia Merlo

Marina Rubini

Antonino Turicchi (°)

12 out of 12 meetings
7 out of 7 meetings

12 out of 12 meetings
6 out of 7 meetings

11 out of 12 meetings
12 out of 12 meetings
12 out of 12 meetings
12 out of 12 meetings
12 out of 12 meetings
12 out of 12 meetings
12 out of 12 meetings
7 out of 7 meetings

(°) In office since 16 May 2017

DIRECTORS WHO CEASED TO HOLD OFFICE

Mauro Moretti (1) 5 out of 5 meetings

Alessandro De Nicol#&1) 5out of 5 meetings
(1) In office until 16 May 2017

All absences were excused.
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B.o.D. Average attendance at the meetings

99% 99%
I I 95%
2017 2016 2015

As envisaged in their own Rules of procedurespBibard of Directors:

a)

b)

d)

f)

9)

examines and approves the Company'’s strategicsinduand financial plans and those of the
Group that it leads, monitoring its implementatjmriodically; defines its corporate governance
system and the Group structure;

defines the nature and level of risk associateth Wie strategic objectives of the Company,
including in its evaluations all those risks thadyrbe relevant to the medium- and long-term
sustainability of the issuer’s activity;

evaluates the adequacy of the general organist@a@inistrative and accounting structure of
the Company as well as of its key subsidiariesjruaparticular attention to the internal audit
system and of the system for risk managing;

grants and revokes powers delegated to directecgpe for those reserved solely to the Board,
establishing the limitations on and manner of egerg these powers and determining the
frequency with which the delegated bodies must ntefgpothe Board on the actions that have
been taken pursuant to the delegation, providedthis will be made at least on a quarterly
basis pursuant to section 24.2, last paragrapineoBy-Laws;

defines the Company’s policy governing the fees tduBirectors and Managers with strategic
responsibilities, in accordance with the regulagionforce and with the Code;

decides, upon proposal of the Remuneration Comittee remuneration and conditions of
service of the directors provided with delegatedgrs and those of the other directors holding
special positions (in consultation with the BoafdStatutory Auditors and in accordance with
Art. 2389 (3) of the Italian Civil Code);

assesses general performance, particularly takiogaiccount the information received from the

delegated bodies, and periodically comparing tbalte attained with those envisaged;
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h)  resolves as to the transactions that are reseprethé same by the law and the By-Laws, as
well as to any additional transactions of the Comypand subsidiaries, when they are of
significant strategic or financial importance otthiy are materially important in terms of the
Company’s assets and financial position, whichBbard reserves for itself on the occasion of
the granting of delegated powers;

i) at least once a year, appraises the functionirigeoBoard itself and of its Committees;

)] in order to ensure the correct management of catponformation, adopts, as proposed by the
Chief Executive Officer, a procedure for the ineEdrmanagement and external communication
of documents and information concerning the Compuiityh specific regard to the treatment of
inside information;

k) provides information, in the Report on Corporatev&oance, on the procedures for the

performance of its duties.

Subject to the opinion of the Control and Risks @ottee and following the periodical identification
of the main corporate risks supervised by the Darein charge of the internal control and risk
management system, the Board of Directors providad well as finally updated at the meeting of 14
March 2018 — the “Guidelines for the internal cohtnd risk management system” so that the main
risks involving the Company and its subsidiaries aorrectly identified and adequately measured,
managed and monitored, also defining the degreempatibility of these risks with the management
of the enterprise that is consistent with the dafistrategic objectives.

In fact, as regards the specific reference to tistagnability parameter introduced into the framewo
of these appraisal activities in the latest editadnthe Code, the Risk Library used for Board of
Directors’ assessments (prepared by the compeisktNRanagement organizational unit) already has
information regarding the risk areas specificaffievant to medium- and long-term sustainability.

As regards specific activities and assessmentgedasut by the Board, for which reference should be
made to paragraph 10 below, it should be notedithifie meeting held on 14 March 2018 the Board
of Directors found the organisational, administratand accounting structure of the Company and of
its key subsidiaries adequate, efficient and algtdahctioning, with specific regard to the intefna
control and risk management system, on the bastbefopinion given by the Control and Risks
Committee.

The Board has identified as strategic subsidiatese which are directly controlled and were so
defined based on the criteria established by thard@f Directors when delegated powers were
assigned to the CEO and powers of the Board itgete defined; moreover, strategic subsidiaries
encompass other controlled entities, also indisettsidiaries, selected based on the company’s size

and importance of the business.
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In assessing general management performance, thel Beriodically compared the results attained
with those envisaged in the Budget approved byBtherd and any subsequent changes.

With regard to the criteria for the identificatiof the transactions of significant importance hiosld

be noted that these transactions coincide withetiiogt are already reserved for the Board purdoant

the By-Laws or on the occasion of the resolutio@sting delegated powers.

Board evaluation

As provided for in its own Rules and in the Corper&overnance Code, the Board of Directors of
Leonardo carries out, on an annual basis, an evatuaf the functioning of the Board itself anditsf
Committees, as well as of its related size and cmitipn, also taking account of the professional
skills, expertise — both in management and inteynally—, gender and seniority of its members.
Taking account of the outcome of such evaluatignthe Board expresses its position to the
shareholders concerning the line that it intends taake as regards the managers and other
professionals whose presence it deemed advisgliefore the renewal of its term of office, also on
the basis of the recommendation or opinions pralidy the Nomination, Governance and
Sustainability Committee

The guidelines on the new composition of the Baehith were already set out by the outgoing Board
members in view of the renewal of the governingybod the part of the 2017 Shareholders’ Meeting,
take account of such profile and skills from botmanagerial and a professional perspective, as are
required from the new Directors. The guidelinestlo@ size and composition of the new Board of
Directors for the three-year period from 2017 tal20which were promptly published in the
Corporate Governance section of the Company’s webbave also accompanied the explanatory

Reports to be provided by the Board to the next&taders’ Meeting.

In coherence with the instructions in the Code andhe Corporate Governance Committee’s
suggestions in the letter referred to in the Introdiction, Board review is conducted using
effectively designed methods and procedures, special role being played by the Nomination,
Governance and Sustainability Committee and ingastns being entrusted to one of the

Company’s external advisors.

The abovementioned Committee is entrusted withiqudar responsibility in the Board evaluation
process. The Committee does the preliminary work tfis process, especially by drawing up
proposals to the Board for the appointment of apamy specialised in the sector, choosing the
themes to be evaluated and laying down the proesdand setting the timeframe for the procedure.
The serving Board of Directors of Leonardo carried its first evaluation of the current mandate,
which also represents — in accordance with begttipess — the thirteenth one from the first self-
evaluation conducted with reference to the 200&rfomal year. The evaluation process was conducted

by making use of the professional services rendénedh specialist consulting firm: the related
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assignment involved the appointment of the indepehéirm of Crisci&Partners — Shareholders and
Board Consultingrl (Crisci&Partners), which had already assisted@ompany in the self-evaluation
process relating to the three-year periods from82@02010 and from 2014 to 2016. The related
relations with the Company were only maintainedeiation to the self-evaluation and the governance
of the Board.

Crisci&Partners, which at present do not provideligohal services to Leonardo, nor to Group
companies, has had no economic relations with Lrelenand the companies headed by the same,
except for those directly maintained with its Bqaag reported above, in previous self-evaluation

processes.
Methods and Objectives

The methodology is based on frank, detailed inésvgi and conversations with individual Directors,
who cover the areas under scrutiny by outliningirttvews on the different themes through a
questionnaire which is sent to them, copied taGhairman of the Board of Statutory Auditors and the
Secretary to the Board as observers. Interviewsgareerally preceded by a certain number of
preliminary meetings (with the Chairman of the Noation, Governance and Sustainability
Committee, with the Chairman of the Board and th&CExecutive Officer, where possible, as well
as with the Secretary to the Board and the Chairohghe Board of Statutory Auditors), as well gs b
an analysis by the advisors of the Board and thar@ittees’ papers for the previous financial year.
The self-evaluation conducted in the first yeath®f Board's present three-year term of office took
specific factors into consideration in additiorthe usual elements in the process, such as the @ntr

new members to the Board and continuity with theifigs of the previous evaluation.

Specifically, among thebjectives of the new se-evaluation procedure (in conformity to the
Corporate Governance Committee’s suggestions witheference to the contents of the Board
review) were regard to efficiency and effectiveness in Beard’'s functioning and performance
and the strengthening of the roles and contribstmireach Director, of the Committees and of|the
Board as a whole in conducting a positive, consitregelationship with Top Management and the

key operating functions in a year marked by thadaing of the new Business Plan.

Themes under scrutiny

The themes to be assessed focused on various @meearning the composition and proceedings of

the Board and its Committees, including in paracul

- the number of Board members, seniority of servitdtae balancing of roles within the Board;

- the composition of the Board: professional skilisterms of knowledge, experience and
expertise, possessed by the Board as a whole aeddiymember;

- induction plans: requirements, frequency and qualitrelated work;
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- proceedings of Board meetings: frequency, duratiems on the agenda, attendance, including
with reference to trusted, collaboration and intBom relationships between Board members;

- the functioning of the Board as a whole;

- therole of the Board’'s Chairman and the suppavided by the Secretary’s office; Executive
Director;

- information flows between the Board and its comeeist,

- the composition, functioning and quality of disdosswithin each Board Committee.
Results of self-evaluation

At the end of the self-evaluation process, the remmiif Board members and related balancing
(between the Executive Director, two Non-executildérectors and nine Non-executive and
Independent Directors), were considered to be ateqas were gender diversity and seniority of

service.

The Board possesses a wealth of professional ,skifiserience (in management, entrepreneurship,
professional, institutional and international gexiral matters) and background (in the fields of
industry, finance and financial markets, labour dmunan resources, legal affairs and analysis of
international economic and politic scenarios), &l &s a suitable set of competencies, which were
enhanced — during the current term of office - g &xpertise provided by the new Board members
and by the consolidated knowledge of those witbrgér and balanced seniority, required to perform
their direction and management duties within themgiex environment of Leonardo.

The Board has given a favourable opinion on its @smmitment, functioning and contribution
during 2017, a year that was marked by the new tdrffice and by the appointment of the new
Executive Director; it was also a year of consiberahanges in the markets of some key businesses
and of surveys and in-depth analyses conductedé#ie approval of the new Group Industrial Plan
in January 2018; in this regard the Board was @aetrly involved in the consideration of industrial
financial, organisational and business issues, e &s in any related assessment, contribution
opportunities and final decision, and resolutiorking processes. The Board has approved and
particularly appreciated the Executive Directorgiative to hold meetings on a quarterly basisead

at describing the progress of the Plan and thergeoenditions of target markets.

The set of information in the possession of therBagas considered exhaustive and suitable to allow
active discussion to take place with better awaerg meetings; the Board also made use of
substantial documentation (the use of well-realisegcutive summaries helped the Board to handle
and focus on such documentation more easily), wkiak always delivered in due time for any

required analysis.
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The Executive Director reports and provides dedaméormation to the Board on the Group’s outlook
prospects and is committed to providing a thorodgscription of its business trends, operations and
performances: the Board appreciates him as dialpguer, as well as his attention to questions,
comments and contributions. The frequent attendamcemanagers promotes insight into and
understanding of matters, the quality of board ulsons, as well as the knowledge of the top
management positions.

The Chairman is largely perceived as a person whable to guarantee a correct operation of the
Board and of institutional relations outside of tBeup: he performs his duties of coordination and
optimal management of the Board, prepares andscttzér meetings with professional diligence and
personal style, urges participation from everyoné lzaves adequate room for discussion on priority
issues; he assures himself of the quality of msuiéhich among other things are particularly well
drafted by the Secretary’s office, whose suppddrigely appreciated by all Board members.

The Executive Director was appreciated for his higtofessional standing, authoritativeness,
transparency and leadership expressed with entreprehip, managerial skills, self-assurance and
pragmatism, as well as for his motivated identifaa of objectives, strategies, activities and sohs
and his authoritative proposals to the Board. Theraction with the Board was positive in terms of
transparency, prompt sharing of information andhopss to confrontation.

The Lead Independent Director is the promoter ofertban one meeting of independent Directors,
that enabled discussions to be held with betterewess within the Board, including while dealing
with the Industrial Plan, and is appreciated fa #ttive interpretation of his role and the comeulitt
involvement in the induction process

Positive evaluation was received for the compasitiad the work done by the Committees, with the
well-established leadershigf their respective Chairmen and the strong colatdee spirit of their
members , as well as for the related operationgladuality of results submitted to the Board.
Among the considerations and suggestions on angilgesaction to be taken, on the basis of the
experience gained during the 2017 financial year:

- continuing the work performed by the Chairman imeagent with the Lead Independent
Director, with the support from the Secretary te Board, for the organisation of sessions of
learning and in-depth analysis of any and all issaimed at enriching expertise with regard to
business activities;

- increasing the number of meetings to be held bgpeddent Directors.

Board induction
As required by the Rules of Procedure of the Boénd, Chairman, in agreement with the Lead
Independent Director, is in favour of Directors aSthtutory Auditors taking part, in the most

appropriate manners, istructured induction sessions in order to help themto properly
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familiarise themselves with the manner in which theCompany is organised- and this not only
after their appointment but also during their tesmoffice - and the business area in which it
operates,the corporate dynamics and their evolution, thedards for the correct risk management as
well as with the related legislative and self-regaty framework.

In this regard, the Lead Independent Director,anstltation with the Chairman and Chief Executive
Officer and with the assistance of the Company®smetent functions, took steps to draw up - for the
benefit of the Directors and the members of ther8aaf Statutory Auditors — a programme of
presentations and meetings devoted to the acquisiti deeper knowledge of the Group’s activities

and business. Specifically:

v" meetings were arranged with the Management of dialogi Telespazio, as well as of Leonardo’s
Helicopters Division, during which activities, pruoxts and programmes were illustrated;

v avisit was arranged at the plant located in CafiMovara), operated by the Aircraft Division of
the Company, which included a presentation of thgmamme carried out therein;

v Directors and Statutory Auditors took part in agaration dedicated to the Cyber Security &
ICT Solutions Business Line, as well as to spe€ifyer Security issues;

v the members of the Board of Directors and of tharBmf Statutory Auditors have been invited
to participate in the 52nd edition of the Paris 8lvow (which took place in Le BourgetJune
2017), one of the major events for the leading ajoes in the airspace sector;

v during the year a Seminar was also held, at th@atine of the Chairman of the Nomination,
Governance and Sustainability Committee, in whigpegt speakers took part, on the “State of
Corporate Governance in Italy and its evolution”.

Furthermore, as in previous years, the Company gi@snthe participation in induction initiatives

addressed to the Directors of listed companiesaagdnised by Assogestioni (the Italian Investment

Management Association) and Assonime (the Associatf the Italian joint stock companies); an

event specifically dedicated to the risk manageniesue has been scheduled for the current 2018

financial year.

In order to promote better knowledge of the relévhosiness, legislative and self-regulatory

framework and of developments in this scenariopeci§ic set of reference corporate and company

documents (Board’s and Committees’ Rules, Procad@edes) that are useful for the performance of
the mandate, is made available to the Directorssatilitory Auditors, which is regularly updated.

Finally, on the occasion of the Board of Directoketings, the Company prepares and distributes

periodic information reports to the Directors antht®ory Auditors on the main legislative and

regulatory developments concerning the Company thed corporate bodies, giving support in

discussing specific important issues in depth.
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It should be noted that the Shareholders’ Meetiag hot given general prior permission for any
exceptions to the non-competition provision under 2390 of the Italian Civil Code.

In this regard, in accepting his position each €we has stated that he/she does not perform any
activity in competition with Leonardo, undertakit@ inform the Board promptly of any changes to

the contents of the statement that he/she madbe &inte of his/her appointment.

4.4, DELEGATED BODIES AND INFORMATION TO THE BOARD OF DIRECTORS

Chief Executive Officer

The Board of Directors’ Meeting held on 16 May 204@pointed Alessandro Profumo as Chief
Executive Officer. Specifically, the Board, withoptejudice to the duties reserved to the latter,
granted the Chief Executive Officer all the necesg®mwers and authorisations to jointly manage the
Company, its branches of business and its subsdiand for the management of any and all interests
held in associated and investee companies, conysteth the strategic guidelines identified byrhi
and approved by the Board of Directors, in additiorthe authority as legal representative of the
Company and signatory powers (within the limitghad powers granted pursuant to law and to the By-
Laws) and the power to implement the resolutionssed by the governing body, including those
adopted before his appointment (16 May 2017).

The Chief Executive Officer has been granted thegps required to perform these duties, with some
limits on their exercise, including: €mil. 50 linoh the issue of guarantees, €mil. 50 limit on medi
and long-term credit and debt financial transagja@nd €mil. 200 limit on settlement of agreements
other than concerning labour issues, relating ¢ éadividual transaction.

We specify that, in line with the Corporate Govewa Code requirements, there is no situation of
interlocking directorate as provided for in Applica Criterion 2.C.5 of the Code.

Chairman of the Board of Directors

At the meeting held on 16 May 2017 the Board gmihtite Chairman of the Company, Mr Giovanni
De Gennaro, some powers concerning “Institutionslafonships” - to be exercised in coordination
with the Chief Executive Officer -, “Group Safetghd “Group Internal Audit”.

On the same date the Board entrusted the Chairrihrihe duty of overseeing corporate governance
rules with reference to integrity in the conducbaginess and fighting corruption.

Information to the Board of Directors

The Chairman of the Board of Directors calls Boareetings, coordinates their work and directs the
proceedings at meetings, ensuring that the Direciog given satisfactory and timely information so
that all the members of the Board “act well-infodfyeand so that they can express themselves in a
properly informed manner regarding the matters stibdhfor their attention.

The Board of Directors of the Company, in its Rulgsecifies the methods whereby the Directors are

assured that the utmost fairness and comprehersisdn observed both in the phase prior to the
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meeting whereby information is supplied regarding items on the agenda and in the procedures for
conducting the meetings. The Company has also edapt internal procedure whose specific aim is
to regulate the prompt management and use of iftoom flows to the benefit of the proceedings of
its governing bodies in compliance with the fundatakprinciples of timeliness, completeness and
confidentiality of information.

Specifically, for the discussion of the items or #genda of the Board’s meetings, the Directors and
Statutory Auditors are provided with the supportshgcumentation, which provides the necessary
information to allow them to express themselvea properly informed manner regarding the matters
being resolved on.

The abovementioned documentation is made availatdeich a way as to ensure, also by accessing
the relevant specific online platform (“Virtual Aa§, the necessary confidentiality ameell in
advance of the date of the board’s meeting, whicls iusually by the third day prior to that set for

the meeting,except in urgent cases when the documentatiomiteravailable in due time and subject
to prior notice within the same time limit.

However, the Directors and the Statutory Audit@s access the aforesaid information documentation
at the registered office in the days immediatelipmpto that of the meeting, as well as ask for
clarification or additional information to help tneto better evaluate the matters submitted to the
Board.

The Chairman shall verify that the aforesaid infation has been duly made available to the Directors

and to the Statutory Auditors at the Offices.

In conformity to the Corporate Governance Committeés suggestions in the letter referred tg
in the Introduction, it is to be noted that the abae three-day limit for sending information
before Board meetings was normally observed duringhe financial year except in a few
urgent cases.In these cases, however, the Board was provided wformation in time in

compliance with the provisions of the Board of Bims Rules and further specifi

o

comprehensive and entirely satisfactory informatiegarding the items on the agenda was given
during the meetings concerned, also thanks to stipgodetails from the Heads of the

organisational units and the availability of fuletailed documentation.

In the event of particularly complex issues or doeatation, the Company provides the most essential
relevant documentation to the Directors in orderfdalitate the illustration of the issues on the
agenda.

The Chief Executive Officer is also expected tovte the Board of Directors, at least on a quayterl
basis, with full information regarding the main iaities he has performed in the exercise of his

delegated powers, as well as in relation to thdampntation of the resolutions passed by the Board.
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This information is provided at the same time as periodic accounts (Annual, Half-Year and

Quarterly Reports) are submitted for the approvéhe Directors.

4.5. OTHER EXECUTIVE DIRECTORS
The Board of Directors is made up exclusively ofiexecutive Directors (i.e. without delegated
operational powers and/or management duties wittenCompany), with the exception of the Chief

Executive Officer Alessandro Profumo.

4.6.INDEPENDENT DIRECTORS

Independence assessment

In accordance with the Company’s corporate govermanodel, which has been aligned with the
recommendations of the Corporate Governance Codendrdo’s Board of Directors assesses the
degree of independence of its non-executive memhberthe first possible meeting after their
appointment. Their independence is reassesseddaliy, on an annual basis, as well as upon the
occurrence of any circumstances that are relearnhd@ependence purposes.

In assessing independence, the Board considensftrenation given by the individuals concerned
regarding circumstances relevant to the assessientover, the Board has established, after having
heard the Board of Statutory Auditors, the contemd procedures according to which the individual
Directors provide information, as well as the aqguiion criteria relating to the Company and rebrte
in the Rules of Procedure of the Board (section 4).

The Board then submits its assessment of the imdepee of its members to the Board of Statutory
Auditors, which verifies that the assessment gedtand procedures have been correctly applied.

The serving Board of Directors has evaluated tliependence of its members and has made its
findings known, after the appointment by the Shalddrs’ Meeting held on 16 May 2017, as well as,
at a later time- in the current financial year iy the meeting held on 28 February 2018 (peridic
evaluation).

As a result of the assessments carried out inagtenteeting referred to above, the Board confiritsed
previous evaluation according to which all non-extee Directors holding office (Guido Alpa, Luca
Bader, Marina Elvira Calderone, Paolo Cantarellartsl Dassu, Dario Frigerio, Fabrizio Landi, Silvia
Merlo and Marina Rubini) met the independence megoénts pursuant to law (article 148, paragraph
3, of the Consolidated Law on Financial Intermadigt and to the Corporate Governance Code,
except for the Chairman Mr Giovanni De Gennardchit the was “a prominent representative” of the
Company (in accordance with the Corporate Govemamde) and for Director Antonino Turicchi,

by virtue of his employment relationship with shaskeler Ministry of Economy and Finance.
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Therefore, the Company is largely in line with thetruction laid down in the Code (as expressly
approved by the Board's Rules of Procedure) whidviges for the issuers belonging to the FTSE-
Mib index to appoint at least one third of indepemdDirectors.

It should be noted that, at the time of the filoigthe lists the abovementioned Independent Dirscto
declared that they met the independence requirensenbut by law and by the Corporate Governance
Code.

In its evaluation, the Board of Directors has addpghe same parameters and criteria specifiedein th
abovementioned Code and incorporated into the Bo&udles of Procedure. The Board of Statutory
Auditors has positively verified the correct apption of these criteria, as well as of the assessme

procedures adopted by the Board, without makinggcilgjns.

Therefore, it should be noted that, with regardtite Corporate Governance Committee’s
suggestions in the letter referred to in the Introdiction, no instance of non-compliance with
the Criteria laid down in the Corporate GovernanceCode emerged from the assessment pf

independence referred to above, which was conductéy the Board of Directors.

In the assessment of independence and in the frarkenf the contemplated appraisal criteria, the
Board’s Rules also specify as follows.

“Prominent representative” is a term that indicates Chairman, the executive director or a director
duly empowered, the General Manager or Joint GérMdemager (of Leonardo or of any other
company contemplated by the Code).

Persons who are in a position to exercise “siganficinfluence” over Leonardo are shareholders
holding at least 10%, even indirectly, of its slsare

The Board of Directors has stated that it wouldedaine quantitative and/or qualitative criteria to
refer to in evaluating any commercial, financial pmofessional relationships on the basis of an
assessment of their economic importance and thgmifisance, while retaining its discretionary
power in evaluating specific situations in the tighithe Company’s best interests, the significamice
the relationship and the likelihood of its affecgtithe Director's independence. For some time,
however, the Board has adopted the annual remimeréir the position of Company Director
(currently equal to €80,000) as the quantitativikexdon for establishing the significance of any
professional relationships, while the Board’s pdaathorisation is required for appointing its memsbe
to professional positions.

Additionally, again for the purposes of independgeassessment, with regard to persons who are or
were in the service of the Italian central governtmevhich is a shareholder of Leonardo through the
Ministry for the Economy and Finance, the BoardDofectors appraises Directors’ past or present

employment by the Office of the Prime Minister, thknistry for the Economy and Finance, the
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Ministry for Economic Development and the Ministf Defence and any past or present positions
held by such persons involving influence over arities’ policies or their manner of execution.
Without prejudice to all the above rules, the ppte remains that each Director acts fully in
conformity to his obligation to the Company to atteéo his duties with the diligence called for bg t
nature of the position and by his specific expertis

Meetings of Independent Directors

Independent Directors meet at least once a year, ime absence of the other DirectorsMeetings
(other than and additional to those of the inte@ainmittees) are convened at the request of thd Lea
Independent Director or by the other independereddors.

The Independent Directors met three times in 2@%7Avell as (at the date of approval of this Report)

once during the current 2018 financial year, ircaes as requested by the Lead Independent Directo

and without the presence of the Chairman and Ghietutive Officer.

Specifically, during these meetings, the IndepehBémrctors:

v" were invited by the Nomination, Governance and &nability Committee to express their
observations and considerations to the Board oédbirs on a preliminary basis, as to the
expected guidelines to be submitted to sharehoktamserning the size and composition of the
new board;

v" met in order to examine the contents of the furtharmation and clarification that had been
requested in the imminence of the approval of thsifBss Plan;

v inquired into the best way of exchanging views disgussing matters with the Company’s Top
Management so that the Board is in a better positm assess business performance and

prospects.

Finally — and in general — the Board Committees @alap consult the other independent Directors for
any appropriate evaluation, where they also deeapptropriate in relation to matters delegated to

them and of particular importance.

4.7. LEAD INDEPENDENT DIRECTOR

Following the renewal of the Board of Directors thg Shareholders’ Meeting of 16 May 2017, the
Board appointed in the same date the Director P@aldarella as Lead Independent Director, with the
task of coordinating the requests and contributifisomr non-executive Directors and in particular
from independent Directors.

Even in the absence of the specific situationsaraptated in the Corporate Governance Code, the
Rules provide in fact for such power of appointmentthe part of the Board, with the abstention of
the executive Directors and in any case of theindapendent Directors; it is also envisaged that in

any case the Board has to make this appointmeheievent of the Chairman being granted delegated
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operational powers. However, even if the Board ok@ors has not granted delegated operational
powers to the Chairman, it considered it approprfatso in consideration of the authorities granted
the same) to appoint the Lead Independent Direatloo, will serve throughout the term of office of
the Board of Directors.

Specifically, the Lead Independent Director:

. assists the Chairman in ensuring that Directorsivedull and prompt information and in taking
appropriate actions to allow Directors and Stagutsuditors to enhance their knowledge of the
Company, of the Group and of the corporate dyngmics

. convenes, independently or at the request of oBward members, special meetings of
independent Directors to discuss issues relevanthéo functioning of the Board or the
Company’s operations;

. contributes to the process of the assessment ofi¢nebers of the Board;

. collaborates with the Chairman in the annual plagmf the Board’s works;

. informs the Chairman of any matters to be submittetthe Board for scrutiny and appraisal.

During the 2017 financial year the Lead Independrgctor promoted and coordinated the work of

Independent Directors — described in paragraphabhéve —, with specific regard to the needs
expressed by Independent Directors as to the argéom and management of information flows

between the Management and the Board.

Furthermore, as already reported as regards Bodratiion issues, the Lead Independent Director, in
agreement with the Chairman and the Chief Execuiffecer and the support from the competent

corporate functions, took steps to prepare a progra of presentations and meetings, to the berfefit o
Directors and Statutory Directors, dedicated tousnsa more in-depth knowledge of the Group’s

activities and businesses.

4.8. HANDLING OF CORPORATE INFORMATION

In accordance with the current provisions of the land of the corporate governance code, the
Company has for some time been adopting speciiéenal procedural rules which ensure the utmost
fairness in managing corporate information, as asglthe utmost transparency and accessibilitysin it
disclosures to the market.

After the European Market Abuse rules under RemuigEU) no. 596/2014 came into force on 3 July
2016,there were substantial changes in the relevardliie framework governing the matter which

the Company accordingly transposed into its inferagulations regarding the treatment of inside
information, this also in the light of current &t law in force for the time being, and into its

regulations regarding Internal Dealing and consetdisclosures to the general public.
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The related documentation has been made availatepply in the specific area of Market Abuse of

the Corporate Governance section of the website.

Inside Information

In order to ensure the utmost fairness in the mamegt and disclosure of corporate information, the
Board of Directors’ Rules of Procedure, in accomawith the recommendations laid down in the
Corporate Governance Code, provide for the adophgrthe Board and on the proposal of the Chief
Executive Officer, of a procedure for the intermaanagement and the external transmission of
documents and information concerning the Compaiith, specific regard to inside information.

On 26 March 2013 the Board of Directors approvadd finally on 26 January 2017 it updated — the
PROCEDURE FORINSIDE AND CONFIDENTIAL INFORMATION, which can be found in th€orporate
Governance section of the Company’s website andtwtéefines principles, obligations of conduct
and information flows as to the processing of iasatd confidential information concerning Leonardo
S.p.a. and its subsidiaries, with specific regarddisclosure to the outside world; the roles and
responsibilities of the Company’s organisationdatauand of the persons involved in any capacity in
the internal price sensitive information managenpeatess are also specified and set out in detail.
The Procedure also includes specific provisiongoathe confidentiality obligations placed on the
members of the corporate bodies, the Company’'s@raps and external consultants.

In making the necessary modifications, the maireetspof the contents of the applicable legislative
framework were carefully established, also in oréerthe end of the process, to adopt the changes
introduced by the new European Market Abuse rutdber amendments were afterwards made in
view of the changes that had taken place in the gamyis organisational structure; special care was
taken, as a result of the Company’s divisionalisatrocess, to make the adjustments necessary to
ensure that the changes are correctly appliedmiptad Corporate but also at Divisional level.

Again as regards inside information, the Compaiyabed the necessary List of persons with access
to inside information and is keeping it up to dateompliance with current regulations.

Finally, an overall process of organic review ofeimal procedural rules has been put in hand in

relation to Market Abuse issues.

Code of Internal Dealing

Within the scope of the procedures concerning aatpoinformation, the Board of Directors of
Leonardo has for some time been adopting the $p&BifbE OFINTERNAL DEALING, which governs
the flow of information to the market for transacis involving shares issued by Leonardo or other
financial instruments connected to these and teitigalso through a third party, by “Key Personk” o
the Company (as well as by persons “closely comaicto them). Finally, the Code’s text was

specifically updated (on 26 January and 8 May 20it¥order to transpose, through a substantial
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reformulation of related contents, the relevaning/es into the relevant regulatory framework and the
new developments of the European and domestic Matkese regulations.

The members of Leonardo’s Board of Directors ancrBoof Statutory Auditors, as well as the
persons filling the role of General Manager andid@ff in charge of Financial Reporting in the
Company are considered as Key Persons. The uptlistesf “Key Persons” of Leonardo is made
available on the Company’s website (Corporate Quaace section, Market Abuse/Internal Dealing
area).

Periods during which Key Persons may nhot carnytraunsactions (blackout periods) are prescribed. In
issuing the instructions for the implementationtb& new rules in the Company, the Board of
Directors deemed it advisable to extend the blatkeith respect to the provisions laid down in the
European regulations governing the disclosure ouahand half-year data, to periods prior to the
publication of the additional periodic financiakdiosures made purely voluntarily by the Company.
Therefore Key Persons may not carry out any trdimsec within 30 calendar days of the
announcement of the interim results for each adiogimperiod in the year (31 March, 30 June, 30
September, 31 December) and until the relativesprelease has been circulated. The Board has the
power (laid down in the Code) to prohibit transacsi from being carried out, or to limit them, in
other periods of the year. The Board of Directomsreised this power resolving — in December 2017 -
an extension of the blackout period for all Keydees until the approval of the Industrial Plan @ad
communication to the market (which took place ord@Quary 2018). The annual schedule of blackout
periods is promptly updated by the Company’s fuomgiand communicated to the Key Persons.

The quantitative threshold identified by the Code tfansactions subject to disclosure provides - in
compliance with the regulatory provisions in forde+the exemption from disclosure obligations in
relation to transactions with a total value tha¢sloot reach €20,000 by the end of the same calenda
year. After the minimum limit has been reached, tio¢ification obligation will apply for each
subsequent transaction during the year even itheunt is lower.

In order to ensure that the rules are correcthfiegypthe Code also provides for specific inforroati
flows and procedures to ensure that Key Personsade aware of their obligations promptly, and are
provided with the help necessary to fulfil themtbhe part of the Company functions, specifically on
the part of the Legal, Corporate Affairs and Coiuptie organisational unit, in charge of receiving an
managing of transactions notified by Key Persormstha Persons closely connected to them.
Leonardo promptly publishes the information in ®erporate Governance section on its website, in
the specific Market Abuse/Internal Dealing areaemehthe updated text of the abovementioned Code

is also promptly made available.
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4.9. DIRECTORS’ INTERESTS AND TRANSACTIONS WITH RELATED PARTIES

In compliance with the relevant regulations, onNgtvember 2010 the Company’s Board of Directors
approved (pursuant to A of the Consob Regulation nb7221 of 12 March 2010, and subsequent
amendments and additions) the speciiBOCEDURE FOR RELATED PARTIES TRANSACTIONS
(hereinafter referred to as “the Procedure”), aft@ving received the unanimous favourable opinion
by the Procedures Committee, which is only compostdndependent Directors and has been
specifically established for the purposes of tlsuésof an opinion concerning the approval of the
Procedure and related changes.

At the same time the Control and Risks Committeenterly the Internal Control Committee) was
appointed to also act as the Committee for RelBtaties Transactions.

The Procedure aims to define, based on the praxifdid down by Consob, rules for ensuring
transparency and substantive and procedural fairimeransactions with related parties entered into
by the Company, directly or through subsidiarigstoligh the Procedure, the Company took steps to
determine the criteria and methods for identifymnetated parties (identified in accordance with the
Consob Regulation), as well as the quantitativieiga for identifying transactions of greater csder
“importance”, and to define the procedures for eixémg and approving such transactions, identifying
specific rules for cases in which the Company exasior approves transactions entered into by its
subsidiaries, as well as to establish the procadioremeeting the disclosure requirements related t
the regime. The same Procedure also applies asiatiehs given by Leonardo to its subsidiaries
pursuant to Article 114, paragraph 2, of the Cadatéd Law on Financial Intermediation, together
with the operational provisions laid down withiretrelated execution.

Moreover, the Procedure sets out the types of adimsns exempt from the regulations, subject to the
regulatory plan concerning disclosure requiremewsrds Consob and the general public.

It also established the quantitative criteria fi@ntifying so-called “minor” transactions, whiclearot
subject to the procedural rules, i.e. transactafrsmounts of not more than €mil. 3, or €th. 256r(p
year) for on-going consulting work and other prefesal services, as well as awarding remuneration
and financial benefits to members of the adminiistinaand control bodies or Managers with strategic
responsibilities. These rules are applied in aligntrwith best practice, which sets lower limits for
transactions with counterparties who are naturedques.

In accordance with the recommendations of Condab Procedure has to be reviewed for adequacy
periodically (at least every three years) and tbeision whether to proceed with the related review,
also in light of the application practice. The et changes, if any, must be approved by the Board
of Directors, subject to the favourable opinionao€ommittee exclusively composed of independent

Directors (currently the Control and Risks Comnaitées specified below).
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The Procedure underwent a first revision on 13 Déxer 2011 in order to take account of certain
formal adjustments due to the changed organisdtsinecture of the Company.

In November 2013 the Board of Directors startedfitis¢ periodic review and this led to a number of
amendments which were approved by the Board (sulpethe prior favourable opinion of the
abovementioned Committee) at a Board meeting ddek®@mber 2013.

In addition to some minor changes to form, some raiments suggested by experience in its
application were made and by the experience gaih#te time of the first implementation of the sile

and in particular:

 the voluntary extension of the number of personattom the Procedure is to apply by including
the members of the Surveillance Body among “RelRdies”;

e the introduction of a periodic flow of informatiom favour of the Board of Directors and of the

Committee, on the implementation of the Transastioh Greater Importance (carried out by
Leonardo either directly or indirectly), which asabject to the specific exemption envisaged for
the ordinary Transactions concluded at arm’s lengtstandard conditions;

* the extension of the scope of application of threghold for the “Minor transactions”, which has

been set out to a different and reduced extent Q€2H) for any transactions concerning

consultancy /professional services/awarding renatimer and financial benefits, o Directors,
Statutory Auditors and to any other Managers withtegic responsibilities and - following the
change already commented on above — to the merab#re Surveillance Body, including to their
close family members or to the companies in whigthgersons hold a significant stake;

* the permanent appointment of the Control and RiZkmmittee, in its capacity as Committee for

Related Parties Transactions (made up exclusivieigdependent Directors), to give the required

opinion concerning the changes to be made in tleddure, this applies apart from possible

merely formal changes or any amendments resultimy organisational changes or new laws or
regulations, which the Chief Executive Officer meake himself, informing the Committee
accordingly, so that the Procedure can be putstep with the law and with Company regulations
more swiftly.

The Procedure was further updated (by an ordeedsby the Chief Executive Officer) in December
2015, with effect from 1 January 2016. This reviswas carried out in order to adopt some changes
essentially resulting from the new organisationalcure and from the completion of the process of
structuring it into divisions (including, in partilar, the inclusion of the Division Managers as
Managers with strategic responsibilities, and tfugecin the category of Related Parties, as wethas

specific involvement of the organisational unitstioé Corporate Center and of the Divisions in the
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information and operational flows established bg tirovisions in internal procedures in order to
ensure that the rules are also applied at Divikeal).

Finally, on the occasion of the second periodigewy which was started in November 2016, while
taking account of the continual substantial charntyes had been made to the Procedure and the
overall correctness and effectiveness of its caateéhe Board — after having obtained the evaluaatio
and endorsement of the Control and Risks Committeesolved to make some merely formal
changes, mainly directed at adopting the new Compame which came into effect on 1 January
2017 and rephrasing the definition@fgano competente a deliberaf&Corporate body authorised to
pass resolutions”) in order to align the definitigith the present organisational structure.

The full text of the current Procedure, which wppraved by the Board of Directors on 20 December
2016, is available in the Corporate Governancd@eohn the Company’s website, in the specific area
of “Transactions with Related Parties”.

The Surveillance Body monitors whether the Procedulopted complies with the principles set out in
the Regulation, as well as the relative observaamg reports its findings to the Shareholders’
Meeting.

Finally, with reference to the situations in whigtDirector who, under art. 2391 of the Italian Civi
Code, has an interest in the transaction subjettte@xamination of the Board, on his own behalf or
on behalf of third parties, the Rules of the Boaravide for the duty of the Directors to promptlyda
exhaustively inform the Board itself of the existerof this interest and of the related circumstance

Furthermore, the Directors themselves will abstiaam the related resolutions.

5. INTERNAL BOARD COMMITTEES (Art. 123-bis, para. 2, lett. d), TUF)

As required by the Rules of Procedure, the BoarDicdctors has formed Board Committees with at
least three members, which submit proposals and bansultative functions and whose specific duty
is to support the Board in performing its role. E&€ommittee’s exact tasks are established by a
resolution of the Board when it is formed and mayaliterwards added to or amended by the Board;
this may also be done when their Rules are apprdyethe Board. These Rules lay down the
procedures for the functioning of the Committeesoading to the duties assigned to them. The Rules
also allow the Committees to submit proposals éoBbard for amendments to the Rules themselves
and to the procedures for their functioning.

Committee meetings are minuted and the Chairmarach Committee reports on their resolutions at
the next possible Board of Directors meeting.

In compliance with the instructions laid down iretiCorporate Governance Code, the Board of
Directors has established the following Internalnattees with fact-finding and consultative
functions: theControl and Risks Committeghe Remuneration Committeand the Nomination,

Governance and Sustainability Committee
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As regards their functions, work and compositionfull compliance with the recommendations of the
Code, reference should be made to what is reporteétails below.
On 19 June 2014 the Board also established (taagepthe previous Strategy Committee) the

ANALYSIS OF INTERNATIONAL SCENARIOS COMMITTEE .

Composition Attendance

Marta Dassu—Chairman 4 out of 4meetings
Luca Bader (1) 3 out of 3meetings
Fabrizio Landi 4 out of 4meetings
Silvia Merlo 3 out of 4meetings

(1) Member of the Committee since 16 May 2017

Alessandro De Nicold2) 1out of 1 meeting
(2) Member of the Committee until 16 May 2017

A.l.S.C.: Average attendance at meetings

93% 92%
I 84% I
2017 2016 2015

Meetings — Duties

The Analysis of International Scenarios Committeéd 4 meetings during the 2017 financial year.
The Committee meetings, which last 2 hours on a@esrare regularly preceded by preparatory
meetings (pre-Committee), aimed to deepen itemgmdidcussion with the contribution of qualified
international and Italian outside experts. The ofigectors are also invited to attend these mgstin
lasting 2 hours on average, in addition to the membf the Committee.

Committee meetings are attended by the ChairmaheoBoard and by the Chief Executive Officer
(invited on a permanent basis); other Directors #red other members of the Board of Statutory
Auditors may also be invitedither persons may attend at the invitation of tben@ittee through its
Chairman according to the items on the agendaydiml) employees working for the Company or

Group companies.
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The Committee’s duty is in fact to provide supptwrtthe Board of Directors, providing targeted
insights into major opportunities and geopoliticaks that are significant for the definition ofeth
Company’s and Group’s strategic guidelines setbyuthe Chief Executive Officer and specifically
considers:

- geopolitical events in areas and countries of piynnaterest, with related potential impact on the
business environment in the sectors of aerospaceatisy and defence;

- trends in key countries’ defence policy, with rethtimpact on investment and procurement
policy in countries that are of major interest teobardo, in both civil aircraft and defence and
security sectors.

The Committee essentially performs key awarenest @wunselling functions, considering the

extreme volatility of the international scenariadhe rapid technology evolution, with immediat& an

extremely significant impacts on the aerospacedafieince business.

Committee meetings and resolutions are minutedtlaadhairman reports on their resolutions at the

next possible Board of Directors meeting. The Cottamialso reports to the Board of Directors on the

work it has done.

As for all the other Committees established byBbard, the work of the Committee for the Analysis

of International Scenarios is governed by spedifides of procedureapproved by the Board of

Directors (available in the Corporate Governanatice of the Company’s website), which lay down

the functioning procedures in relation to duties.

Summary of activities carried out

During the meetings held in 2017 the Committee emadhin particular the following issues:

v the impact of the new US Administration’s action the Defence industry, with reference to
procurement policies, expected higher investmanthe sector of Defence, the composition of
the new “government team” and relations between US#&ope and international players;

v the possible evolution of the Committee’s actigfithe work programme and the issues to be
dealt with during the year, after the formatiortlef new Company’s Board of Directors;

v' the development of the Brexit process, the possiel nature of relations between UK and
European Union and the impact on Leonardo’s busjriegarticular in the United Kingdom;

v' the new EU measures in the sector of Defence,lkbeation of EU funds in support of common
military capacity R&D projects, the possible comdalion of the EU Defence market;

v' the Aerospace and Defence market in the Persiafy Ghé of the target markets for Aerospace
and Defence industries and for Leonardo, which yefous ongoing activities to continue to
pursue important commercial results in the Guligegwhich in recent years has been affected
by major changes concerning internal structuresraladions between the Countries belonging to

the Gulf Cooperation Council.
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6. NOMINATION , GOVERNANCE AND SUSTAINABILITY COMMITTEE

The Board of Directors has established the Nominain Committee since December 2013, in
accordance with the Code’s recommendations and thepecific instructions given by the

Corporate Governance Committee in the letter refered to in the Introduction.

In September 2016, following the recommendationthénnew Corporate Governance Code (which is
addressed at FTSE-MIB companies in particular) @mbidering that this was a good opportunity to
give a Board Committee sustainability oversightclions, the Board gave the Committee the
additional functions of having the power to subpribposals and providing advice in the matters of
sustainability and corporate governance. Whileimatg its previous responsibilities, this Committee
is now the Nomination, Governance and Sustaingliflammittee.

The Committee, more than meeting the recommendatidnthe Code (which require, as to the
Nomination Committee, to have at least a majorityttoee independent members), is currently
composed of seven Directors who are non-executiden@ostly independent.

Meetings

The Committee met 6 times during the 2017 finangsalr (the average duration of the meetings was 1
hour and 30 minutes). In the current 2018 finangedr and until the approval of this Report, there
was 1 meeting of the Committee.

The meetings are regularly minuted and the Chairmiathe Committee informs the Board of
Directors about these matters at the next posBibéed meeting. The Committee also reports on the
work it has done to the Board at least every sixtime

The Committee’s meetings may be attended by ther@aa of the Board of Statutory Auditors or
any other Statutory Auditor designated by the tatteey may also be attended by the Chairman of the
Board of Directors and the Chief Executive Officas, well as by the other members of the Board of
Statutory Auditors. Upon the invitation of the Coittee through the Chairman — and in relation to
the issues on the agenda — the meetings may alsutdreded by other persons, including other
members of the Board of Directors and employeegiwgifor the Company or for Group companies.

Composition Attendance

Guido Alpa —Chairman

Marina Elvira Calderone

Paolo Cantarella(1)
Marta Dassu

Dario Frigerio
Marina Rubini

Antonino Turicchi (1)

(Independent Member)
(Independent Member)
(Independent Member)
(Independent Member)
(Independent Member)
(Independent Member)

(1) Member of the Committee since 16 May 2017

6 out of 6 meetings
6 out of 6 meetings
3 out of 3 meetings
6 out of 6 meetings
5 out of 6 meetings
6 out of 6 meetings

3 out of 3 meetings
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N.G.S.C.: Average attendance at meetings

97% 97%
I I 87%

2017 2016 2015

Duties

The activities of the Committee are regulated bgc#jir Rules of Proceduresyhich have been

approved and updated by the Board of Directorsilghla in theCorporate Governance section of the

Company’s website), and which adopt the applicatiiteria recommended by the Code.

In addition to the abovementioned responsibilitescerning sustainability and corporate governance,

the Committee is responsible for putting forware@gmsals and providing advice with the aim to

support the Board of Directors in the assessmerdsdacisions concerning the size and composition

of the Board itself, or as to the number of appuoants that is compatible with the position of Dioec

of the Company, as well as the appointment of Ieddpnt Directors.

Specifically, pursuant to the related Rules of Bdures, the Committee is tasked with
following duties, in compliance with the Corporate Governance Commite’s
recommendation laid down in the letter referred toin the Introduction, distinguishing the
functions it exercises and the work it performs adNomination Committee from those related

to its functions and work as Governance and Sustaability Committee.

the

Functions as Nomination Committee

» preparing the Board evaluation procedure, proposintpe Board the appointment of companies

specialised in the sector, deciding on the mattekse considered and laying down the timing and

method of the procedure;

* submitting opinions to the Board concerning thee &and composition of the same, as well as

expressing recommendations as to managers anaggiaials, the presence of which is considered

appropriate within the Board;

* expressing recommendations to the Board accorditiget related opinion regarding the maximum

number of positions as director or statutory auditbat is compatible with the efficient

performance of the duties involved in a directgushith the Company;
» putting forward proposals in relation to the caiatiid to the position of Director in the cases

option, where it is necessary to replace indeperideactors;
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* carrying out, at the request of the Board of Dvegta preliminary examination for the purposes of
the assessment by the Board itself of the adopfiamy, of a plan for the replacement of executive
Directors, as well as preliminary activities aghe preparation of the plan itself; carrying o th

preliminary work involved in updating crisis managt procedures.

Functions as Governance and Sustainability Comeitte

* monitoring legal developments and best practicdb migard to corporate governance, informing
the Board if any substantial changes are made;

» satisfying itself that the corporate governanceaesysthat the Company adopts is in line with the
law, best practices and the recommendations irCtrporate Governance Code and putting any
necessary proposals for modification before ther@oa

« looking at the Annual Corporate Governance Repefdre it is placed before the Board;

e in consultation with the Control and Risks Comndttechecking that the objectives in the
Sustainability Plan are being correctly pursueddoordance with the Group’s Industrial Rlan

» overseeing the sustainability issues related tatmeluct of the Company’s business and fostering
interaction with stakeholders;

e scrutinising the general approach taken in the ghaility and Innovation Report, verifying
whether the information is complete and transpaaedtthen handing down a prior opinion for the
approval of the Board,;

* monitoring the Company’s inclusion in the main @usbility and ESG indicators and
encouraging Leonardo to take part in importantgeisj and events in this field.

The Committee is authorized to access the infoonatéquired to perform its duties, as well as to

seek assistance from the corporate organisatianii@, wr from external consultants at the Company’s

expense, provided that the latter are adequatelpdby the necessary confidentiality agreements and
are not in such a situation as to impair their pedelence of judgment.

Furthermore, the Company is required to provide @mmmittee with the necessary financial

resources for the performance of its duties.
Activities carried out

Summary of activities carried out as Nomination Gottee

v" During the first part of 2017, the Committee heldcheeting in order to consider the outcome of
the Board's self-evaluation process, and the residilthe qualitative and quantitative analysis on
the composition of the Board, aimed at identifyihg best composition of the Board with regard
to both its size and its members (executive andaxacutive, as well as independent and non-

independent, members, expertise experience, diyeetc.); this will be done in the light of the
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indications which emerge from the self-evaluatioocpss, business targets and the composition
within the main competitors.

The Committee afterwards made its recommendatimmiset outgoing Board of Directors, which
then announced its views about the size and cotmposf the new Board to the shareholders
and, in particular, about the profile and manadeaiad not only professional, expertise that new
Directors should be in possession of. These vigwemptly published on the Corporate
Governance section of Company’s website, have atsmmpanied the Board's explanatory
reports to the Shareholders’ Meeting.

The most recent self-evaluation process was alsdumed during 2017, when the Committee
commenced the procedure for the assessment ofiticédning of the present Board of Directors
and proposed that the task should be entrusted dpeaialist advisor, Crisci & Partners -
Shareholders & Board Consulting, specifying thejesttb to be addressed in the evaluation, the

methods to be followed in carrying out the work &mel time it should take.

Summary of activities carried out as Governance @ustainability Committee

In the framework of its responsibility for sustddidy and corporate governance issues, the

Committee:

v

examined the general layout of the Sustainability Banovation Report and the document as it was
drawn up in various stages and endorsed the apgpvbttae Report by the Board of Directors; the
Committee also investigated — in agreement withGbatrol and Risk Committee - the pursuit of
the objectives set out in the Sustainability andolration Plan and the consistency with the
Group’s Business Plan;

started the examination of guidelines for the prafian of the Sustainability Plan;

kept watch over the sustainability issues relatedtite conduct of business activities and
specifically examined the regulatory developmentsoduced by Legislative Decree no. 254/2016
governing non-financial information and information diversity issues, which was enacted in the
implementation of Directive 2014/95/EU, coordingtiihe preparatory work for their adjustment to
the new rules;

continued studying the contents of Market Abuseguhnd investigating their impact on the
Company’s internal rules, considering the most eppate changes to make;

assessed the effects of a sentence against therf@inef Executive Officer on the performance of
related duties;

examined the proposal for amendments to the By-Léawgarding supplementary list voting
provisions for the appointment of the Board), whiolere subsequently approved by the

Shareholders’ Meeting;

69



LEONARDO SPA

CORPORATE GOVERNANCE REPORT- FINANCIAL YEAR 2017

v

7.

in support of the Board of Directors, conductedeaiminary scrutiny of the issues arising from the

“One Company” change in organisational structurd tre replacement of the previous Sector-

based arrangement;

engaged in a reflection about the status of cotpagavernance in Italy and its developments, also

involving external experts and with the participatof other Board members;

made a close study, with specific regard to ditersisues, as detailed in paragraph 12 below,

concerning the new rules introduced by the abovéoesd Legislative Decree no. 254/2016

regarding the Company’s policies governing the aositipn of governing, management and

control bodies. Specifically, the Committee anatlyiee impact of and assessed the new rules with

reference to the Company’s policies concerningcthraposition of the Board, prior to preparing

suggestions for the governing body, also suppottiegBoard of Statutory Auditors in the starting

phase of an internal self-evaluation process régarthe functioning, size and best possible

composition of the Board; one of the aspects cemnsitl was whether any further diversity

requirements or issues could be singled out;

finally, the Committee read this Corporate GoveogaReport before it was submitted to the Board

of Directors, to which it handed down its opiniamthe document.

REMUNERATION COMMITTEE

Meetings

The Board of Directors has established an intedRemhuneration Committee.

This Committee met no. 9 times in the course of20&7 financial year, as well as at the date of the

approval of this Report, no. 2 times in the pres#i8 financial year. The average duration of the

meetings was about one hour and thirty minutes.

This Committee, in line with the recommendationshef Corporate Governance Code (which requires

such committee to have at least three independemb@rs or, alternatively, a majority of non-

executive and independent Directors), is at presentposed of four Directors who are all non-

executive and mostly independent.

Composition

Dario Frigerio —Chairman

Marina Elvira Calderone

Marina Rubini

Antonino Turicchi (1)

Attendance

(Independent Member) 9 out of 9 meetings
(Independent Member) 8 out of 9 meetings

(Independent Member) 9 out of 9 meetings

5 out of meetings

(1) Member of the Committee since 16 May 2017

Alessandro De Nicol#2)
(2) Member of the Committee until 16 May 2017

3out of 4 meetings
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Remuneration Committee: Average attendance at nregi

100%

94%

88%

2017 2016 2015

The composition of the Committee is consistent whithrecommendation, made by the Code, as to the
presence of at least one member in possession afleguate knowledge and experience in financial
or remuneration policy issues, evaluated by thee@®aathe moment of the appointment.

The Committee meetings are duly minuted and thaér@haa of the Committee informs the Board of

Directors about these matters at the next pos&bsrd meeting. The Committee also provides the

Board with a report on the most significant issues.

The Manager responsible for the Company’s ChiefpReddrganization and Transformation Officer

organisational unit regularly participates in then@nittee meetings of the Company, and other

persons are invited to participate on the invitatad the Committee through the Chairman and in
relation to the issues being discussed, includmegnion-executive members of the Board of Directors
and the employees of the Company or Group Compaagesvell as the Chairman of the Board of

Statutory Auditors or any other Statutory Audit@sdynated by the latter. The Chairman of the Board

of Statutory Auditors regularly participates in t@®mmittee meetings. No director takes part in

Committee meetings in which proposals regardinfharspay are made.

Duties

The duties of this Committee are:

e submitting proposals to the Board of Directors@she definition of the Company’s policy as to
the fees due to directors and Managers with sti@teggponsibilities, in accordance with the
current regulations and with the Code;

* proposing to the Board for the related resolutiand in the implementation of the remuneration
policy set out by the same:

. the compensation and conditions of service of thedfors provided with delegated powers
and of the other Directors who hold specific posis (in consultation with the Board of
Statutory Auditors where required by Art. 2389t ttalian Civil Code);
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. the performance targets correlated to the variablaponent of the remuneration due to
Directors provided with delegated powers and of otieer Directors who hold specific
positions, monitoring the application of any demis adopted and verifying, in particular,
the actual achievement of performance targets;

 assisting the Company in deciding on the best jealifor the handling of the Group’s management
employees, as well as the plans and mechanisniade for developing the management skills of
the Group’s key employees;

e preparing, for the approval by the Board, remumangblans based on the assignment of shares or
options for the purchase of the Company’s shardsedenefit of Directors and executives of the
Company and of the Group companies, to be submittedhe subsequent approval of the
Shareholders’ Meeting pursuant to the regulation®ice, as well as defining their implementing
regulations;

e assessing, on a periodic basis, the adequacy viralbconsistency and the actual application of
the remuneration policy for Directors and Manageth Strategic Responsibilities.

The activities of the Committee are regulated bgrapriateRules of Proceduregvailable in the

Corporate Governance section of the Company’s we3bsi

Since it was formed the Committee performed dutiesis asked to do as to the remuneration due to

Directors and Managers with strategic responsidjtas well as played a role in support of the

Company’s top management with regard to some ofpii@ary issues related to the strategic

management of the Group’s human resources andftcatary and retention policies.

In this context work commenced on the definitionnaientive plans based on performance and growth

targets set for the Group’s share price and value.

Summary of activities carried out

During the 2017 financial year, the Committee:

v' satisfied itself that the 2016 objectives assigtwethe General Manager (holding office during the
year) had been attained in relation to the MBO mogne, as well as to the long-term 2015-2017
incentive plan;

v examined the short-term 2017 incentive plan (MB&erved for the Group executives and set the
Chief Executive Officer's 2017 objectives;

v' examined and approved the 2017 Remuneration Repbrhitted to the Board for the related
decisions in view of the 2017 Annual Shareholdbfskting;

v submitted a proposal to the Board, for related glecs, concerning the remuneration and
conditions of service of the Directors providedhwitelegated powers, in relation to the change in

the Company’s management that occurred duringehe y
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v submitted a proposal to the Board, for related dleas, concerning the remuneration of the
Company’s Chairman as a result of the powers gdaotéim;

v examined the Strategic Human Resources Managert@maRd related implementing programme.

In the first months of 2018 the Commiittee:

v satisfied itself that the 2017 objectives assigiethe Chief Executive Officer had been attained
within the scope of the short-term Incentive Pl&hB(Q) and of the long-term 2015-2017
Incentive Plan;

v" examined the new short-term 2018 incentive plan YIBeserved for the Group executives and
set the Chief Executive Officer's 2018 objectivgiing its opinion to the Board of Directors for
related decisions;

v"examined the new medium/long-term incentive planttie three-year period from 2018 to 2020
to be submitted to the Board for related decisiafe in view of the next Shareholders’ Meeting;

v' examined and approved the Remuneration Report teubeitted to the Board for related
decisions in view of the next Shareholders’ Meeting

To carry out its activities the Committee makes obahe support from the suitable units of the

Company and in particular from the Chief Peoplegddization and Transformation Officer

organisational unit. No specific budget has beespgred for the Committee’s activity, without

prejudice to the abovementioned right to make disxternal professionals, which the Board has not

yet exercised.

8. REMUNERATION OF THE DIRECTORS AND OF THE MANAGERS WITH STRATEGIC
RESPONSIBILITIES

General remuneration policy

In accordance with the regulations on the transmgreof remuneration under Art. 128 of the
Consolidated Law on Financial Intermediation, adl @& in compliance with Art. 6 of the Corporate
Governance Code, the Board of Directors takes siapan annual basis, following the valuations
made and the proposals put forward by the Remuoer&@ommittee, to approve the Company’s
policy on the remuneration of the members of goveyibodies, General Managers and of the other
Managers with strategic responsibilities envisaigguaragraph 3, letter a) of the abovementioned Art
123+er.

The first section of the abovementioned Reporttaiamg the Company’s remuneration policy (with
reference to the 2018 and subsequent financiakyeas well as the procedures used for the related
adoption and implementation, will be submitted Guamt to Art. 123er, paragraph 6, of the
Consolidated Law on Financial Intermediation) te gonsultative voting at the next Shareholders’

Meeting called to approve the 2017 Financial Statgm
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The policy adopted — which is summarised in théofaihg points — is the object of a specific and
analytical description, in compliance with the imf@tion criteria and elements envisaged in the
provisions referred to above, in the abovementioRedort to which reference is made in full. For
information as to the remuneration paid out in2B&7 financial year, for any reason and in any form
(including that paid by subsidiary and associa@thganies), to the individual members of the Board
of Directors, as well as to the Statutory Auditdr®e General Managers and any other Managers with
strategic responsibilities, reference is made ¢osétcond section of the abovementioned Report.

The full text of the Remuneration Report, followithge related approval by the Board of Directors, is
made available according to the procedures setbgutaw, also through the publication on the
Company’s website, within the time limit of 21 dgydor to the date of the Shareholders’ Meeting

called to approve the Financial Statements.

Share-based remuneration plans

At the date of this Report, the Company had a Lbegn Incentive Plan and a Co-Investment Plan
for the Management of the Group in place, whicheasgsproved by the Shareholders’ Meetings on 11
May 2015, for three rolling cycles (2015-2017, 2@1d.8 and 2017-2019) and which made provision
for the granting of Company shares to the benefegaas a component of the incentive. The 2017
financial year saw the start of the third and tastle approved for the Co-Investment Plan and ef th
Long-Term Incentive Plan for the period from 20972019. Specifically, the Long-Term Incentive
Plan arises from the Company’s need to have avibath encourages Management to achieve the
medium- and long-term objectives set out in the upt® Industrial Plan, and ensures that
Management pay is better matched to the creatioshafeholder value; the Plan is reserved for
Executive Directors, Managers with strategic resgulities and a category of managers primarily
consisting of persons occupying the positions whiabe the greatest impact on the Group’s business
in the medium term. The incentive is divided into equity part, expressed in ordinary Company
shares, and a cash part, in different proportidnshares and cash according to the levels of the
managers concerned. The incentive reserved for UfixecDirectors and Managers with strategic
responsibilities is fully composed of ordinary Laodio S.p.a. shares.

The Co-Investment Plan consists in the voluntafgrdeent of all or a part of the annual bonus earned
under the MBO scheme for three years, convertirigtit shares. At the end of the vesting period,
provided that the beneficiaries have always pasheualigh the MBO performance gate, they are
granted 1 matching share for each 3 shares held.

The Remuneration Report should be referred to étail$ of the contents of the Plans, as should the
Information Documents prepared pursuant to arthi84f the Issuers’ Regulation; it should be noted
that the equity-based incentive plans are in liith #ihe recommendations laid down in the Corporate

Governance Code, according to which:
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a) the average vesting period for shares, optionsandther rights granted to Directors and to
Managers with strategic responsibilities for thecpase of shares or for remuneration on the
basis of share price performance should be at leeest years;

b) vesting should be subject to preset and measupablermance objectives;

c) the Directors should keep a portion of the sharastgd or acquired by exercising these rights

until the end of their term of office.

Remuneration of executive Directors and Managers wh strategic responsibilities

In order to ensure a correct balancing of the Cayigainterests, aimed at retaining and motivating

managers with the necessary skills for managingGbmpany and business development and at
ensuring an alignment of the management’s objextivith the creation of value for shareholders in

the medium/long term, the remuneration of the etteeuDirectors is determined by ensuring a

balanced pay-mix between the fixed component aedvriable one, in relation to the strategic

objectives set by the Board of Directors. The reemation due to Managers with strategic

responsibilities is calculated on the basis of rttsgiecific responsibilities, which are allocated in

compliance with the remuneration policy guideliag®pted by the Company.

In particular, the variable remuneration is stroetbinto a short-term component (which is typically

annual) and a medium/long-term component.

The short-term variable remuneration is mainly c¢mdal on the achievement of predetermined

performance objectives of an economic and operaltioature, whose results can be objectively
measured and verified.

The medium/long-term variable remuneration polisyimplemented with the participation of the

executive Directors and of the Managers with stjiateesponsibilities in the Incentive Plans desaulib

in the previous paragraph.

Finally, it should be noted that, in conformityttee recommendations laid down in the Corporate
Governance Code anid conformity to the specific instructions given bythe Corporate
Governance Committee in the letter referred to in he Introduction, there has been 4
clawback clause for all variable incentive paymentsince the 2014 financial yeamwhereby the
Company will be entitled to ask for remuneratiorbeoreturned if it has been paid on the basis of
data which afterwards prove wrong or false. Foremetailed information, reference should|be
made to the Remuneration Report, including as dsg#ine specific instructions given by the

Corporate Governance Committee.

Incentive for the Head of the Group Internal Audit
In accordance with the provisions laid down in @&de, the Board of Directors took steps — at the

proposal of the Chief Executive Officer, in his aajy as Director responsible for the internal coint
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and risk management system, and subject to favimurapinion from the Control and Risks
Committee, as well as after having heard the Bo&r8tatutory - to appoint the Head of the Group
Internal Audit organisational unit and set the paythe position, including its variable incentipay
structure. The proposed remuneration for the mositomplied with corporate policies and the Board
guaranteed that the Head of this unit would be rgittee resources necessary for him/her to fulfil

his/her responsibilities in conformity to the Corgie Governance Code.
For more details, reference is made to the Remtioer&eport.

Remuneration of Non-executive Directors

The remuneration of non-executive Directors is téaionly to the fixed component, which is subject

to the decision of the Shareholders’ Meeting, anaat linked in any way to the achievement of

performance objectives. Therefore, non-executiveddrs do not participate in any incentive plan.

To the fixed amount of fees set by the Sharehdlddeeting must be added the fees, set by the
Company’s Board of Directors, payable for the posias members of the Board’s Committees. With
reference to the fees due to the Chairman — agamfixed basis - as determined (due to the specifi

powers granted to the same) to supplement theutemmd passed by the Shareholders’ Meeting for the

Chairman of the Board, reference is made to theuRenation Report.

Indemnity due to Directors in case of resignationdismissal without cause or termination of the
employment relationship following a takeover bid (mder Art. 123-bis, para. 1, lett. i), TUF)

There are no agreements previously entered intoeeet the Company and Directors which provide
for indemnities to the benefit of the same in tlierg of resignation or dismissal without causeher t
termination of the employment relationship as altesf a takeover bid.

Instead, with reference to the provisions conceyrarecutive Directors, as to treatments in case of
ceasing to hold office or the early terminatiortred employment relationship, reference is madéado t
specific information provided in the RemuneratiorepBrt, including as regards the specific
instructions given by the Corporate Governance Citaen

Finally, it should be noted that the Company addpts recommendations provided by the Code
regarding the disclosures to make when Executivediirs or General Managers leave their position
or terminate their employment. Therefore, with refiee to the 2017 financial year, the Company took
steps to provide specific and timely disclosurestiie market on 18 May 2017, following the
termination of the employment relationship with MaMoretti. This ensures the utmost transparency

because the information is disclosed before thédigaiton of the Remuneration Report.
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9. CONTROL AND RISkS COMMITTEE

The Board of Directors has set up a Control ank€RisSommittee (formerly the Internal Control

Committee).

This Committee, more than meeting the recommenasidd the Corporate Governance Code, which
require such committee to have at least three enldgnt members or, alternatively, a majority of-non
executive and independent Directors, is at presenmiposed of five Directors who are all non-

executive and independent.

Composition Attendance

Paolo Cantarella— Chairman (Independent Member) 7 out of 7 meetings
Guido Alpa (Independent Member) 6 out of 7 meetings
Luca Bader (1) (Independent Member) 4 out of 4 meetings
Fabrizio Landi (Independent Member) 7 out of 7 meetings
Silvia Merlo (Independent Member) 7 out of 7 meetings

(1) Member of the Committee since 16 May 2017

The composition of the Committee is also consistétit the recommendation, made by the Code, as
to the presence of at least one member who must havadequate experience in accounting and
financial or risk management issues, evaluatedhéyBbard at the moment of the appointment.
Meetings

During the 2017 financial year, the Committee met Atimes; in the current 2018 financial year, at
the date of approval of this Report, the Committeet four times. The average duration of the
meetings was about two hours and thirty minutes.

The Board of Statutory Auditors and the Head of @reup Internal Audit organisational unit are
constantly involved in the Committee’s work; theaman and the Chief Executive Officer may also
take part. If appropriate, depending on the itemshe agenda, the Committee meetings may also be
attended by other persons, including the membetiseoBoard of Directors and the employees of the
Company or of Group companies. During the 201 7niona year, on the invitation of the Committee
in relation to the issues being discussed, someimgsewere attended by the first-level Managers of
the Corporate Center.

Committee meetings, which were constantly attendgdhe members of the Board of Statutory
Auditors, as previously pointed out, are duly metuand reported by the Chairman of the Committee
to the Board of Directors at the first possible timeg
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C.R.C.: Average attendance at meetings

99%

0,
90% 88%

2017 2016 2015

Duties

The activities of the Control and Risks Committee egulated byrules of Procedureapproved by

the Board of Directors, which are available on tbempany’s website (Corporate Governance

section).

The Committee supports, with an adequate prelimimavestigation activity, the assessments and

decisions made by the Board of Directors in refatio the internal control and risk management

system, as well as those relating to the apprdvidleoperiodic financial reports.

The Committee hands down a prior opinion to therBad Directors:

on laying down the lines to be taken by the inteowoatrol and risk management system and the
determination of the extent to which the system cape with the main risks - concerning the
Company and its subsidiaries - while managing lassirconsistently with strategy objectives;

on assessing, at least once a year, the adequ#loy iiternal control and risk management system
(also concerning those risks that may be relevaheé medium- and long-term sustainability) to
the Company’s characteristics and the risk factoepted, as well as its efficacy;

on the approval, at least once a year, of the \ptak prepared by the Head of the Group Internal
Audit organisational unit;

on appraising the final comments made by the Indgé@et Auditing Firm if it has submitted a
letter of recommendations (if any) and the reportlte main issues that arose at the time of the
statutory audit of accounts;

in connection with the appointment and removal loé tHead of the Group Internal Audit
organisational unit and on setting the remuneratibrthe person concerned in conformity to
Company policy.
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The information-gathering work (referred to in tlagest edition of the Code), carried out in order t

support the Board in reaching conclusions and ngallecisions regarding the management of risks

arising from harmful events which have come toBbard’s attention, is, in practice, already incldide

in the more general activities which the Commitpegforms in support of Board conclusions and

decisions in accordance with the internal controtl aisk management system (SCIGR). This

particular work, however, was expressly requireégmvthe Committee Regulations were aligned with

the new recommendations in the 2015 Code.

In particular, as regards the activities carried by the Committee as to the assessment of the

adequacy of the internal control and risk managemsgstem with respect to the characteristics of the

company and to its risk profile, as well as of éffectiveness, reference is made to paragraph 10

below.

The Committee, within the framework of its activibf assistance and support to the Board of

Directors, specifically performs the following des

a) together with the Officer in charge of financiaéporting and after having heard the
Independent Auditing Firm and the Board of Statytauditors, assessing the correct use of

the accounting standards, as well as their unityrrimi preparing Consolidated Financial

Statements;

b) expressing opinions on specific issues pertainnghe identification of the main business
risks;

C) examining the periodic reports concerning the sssent of the internal control and risk

management system, as well as any reports of plntianportance prepared by the Group
Internal Audit organisational unit;

d) monitoring the independence, adequacy, effects®rand efficiency of the Group Internal
Audit organisational unit; the Committee itself ca@es its activities should operating powers
be granted to the Chairman of the Board;

e) being entitled to ask the same Group Internal Aadjanisational unit to carry out checks on
specific operating areas, giving notice thereothatsame time, to the Chairman of the Board
of Statutory Auditors;

f) reporting on the activity carried out to the BoafdDirectors at least on a six-monthly basis
and, in any case, on the occasion of the apprdvdieodraft Separate Financial Statements
and of the half-year financial report, as well aglte adequacy of the internal control and risk
management system;

s)] supporting, through appropriate inquiries, thel@a@ons and decisions of the Board of
Directors related to the management of those dekiving from harmful events of which the

Board became aware;
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h) in order to be in agreement with the Nominatiomv&nance and Sustainability Committee
and collaborate with the latter, verifying the pur®f the objectives of the Sustainability Plan
and its consistency with the Group Industrial Plan;

)] performing such additional duties as may be assida it by the Board of Directors.

The Control and Risks Committee also performs fonst as Committee for Related Parties
Transactions, pursuant to the Procedure for Relagtles Transactions which was approved by the
Board of Directors of the Company pursuant to #lewant Consob Regulation (which was adopted
by Resolution no. 17221 of 12 March 2010, as ametiadel supplemented).

In performing its duties, the Committee may seedistance from the outside professionals, provided
they are contractually bound by specific confidalitit agreements and are not in such a situatido as
impair their independence of judgment.

Furthermore, the Committee is entitled to accegsnmtessary information to perform its duties and
makes use of the Company’'s organisational unites€guently, while it retains the right, mentioned
above, to make use of services provided by ougsidiessionals, it has not been necessary to arrange
for a special budget for the Committee’s activities

For a full description of the activities carriedtday the Committee within the framework of the

internal control and risk management system, raterés made to paragraph 10 below.
Summary of activities carried out

In 2017 and from January 2018 to the date of patbo of this Report, the Control and Risks

Committee, while discussing the main following issu

v continued the process to check the operationseointiernal control and risks management system
of Leonardo and of the main subsidiaries; in vidwth® complex implementation phase of the
new Group Organisational and Operating Model, jpipsuted the Board of Directors in appraising
the system’s effectiveness, making arrangementsddition to the permanent presence of the

Head of the Group Internal Audit - Chief Audit Ex¢iwe) for:

e periodic meetings (approximately six-monthly) withe other main roles in the internal
control and risk management system (SCIGR), eacthirwithe sphere of related
responsibilities (Risk Manager, CFO and Officercimarge of Financial Reporting, Chief
People Organization and Transformation Officer -OTP, also in the capacity as Corporate
Centre Employer; Independent Auditors), mainly oheplvith aspects related to the system’s
operations;

» periodic meetings (approximately annually) with:

- Division Managers and the Heads of the Corporatetefs first-level organisational

units in relation to those issues that are of paldir and specific importance to the
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internal control and risk management system (SC)G&)including, but not limited to:
Safety at work (Legislative Decree no. 81/2008)yiEEmment (Legislative Decree no.
152/2006), and, in general, compliance with thewaht regulations (Law no. 262/2005,
“Trade Compliance”, etc.);
- The Surveillance Body, to examine — together wiid Board of Statutory Auditors —
the work done during the year (based on the SBfsykar reports);
* ad hoc meetings with the other Heads of organiaationits to meet specific needs;

v" examined the Reports issued by the Group Intermalitforganisational unit as to the activities
carried out during the period,;

v discussed the obligations of Italian publicly lgteompanies that have controlling interests in
companies based in non-EU countries (pursuant to & of Consob’s Market Regulation no.
20249/201%, and noted that the administration and accounsiggtem responsible for the
Financial Reporting process functions effectivaig @hat it essentially meets the requirements of
Art. 15, and therefore no special plan to bringtbo compliance is needed,

v"examined the method adopted to conduct impairnests tvith the support of the CFO;

v" met the Chief Risk Officer, discussing the Companyiain risks and scheduling the work to do
during 2017, as well as the main risks associai#iu tive issues being dealt with in non-financial
reporting;

v read the Whistleblowing Committee’s reports ofwtwk;

v" held periodic meetings with the Independent Auditor

v" reported on its work to the Board of Directors gv&k months.

The Committee also reviewed the preparation of Hadf-year Report and the Annual Financial
Report, meeting with the Independent Auditing Fiondiscuss the matter, and issued special reports
to the Board of Directors on its conclusions.

Finally, the Committee assessed the adequacy cddbeunting principles used and their uniformity
for the purposes of preparing Annual and Half-Yieaports.

As regards the functions performed in the capastCommittee for Related Parties Transactions, as
required by the Procedures adopted by the ComghryCommittee receives, during the financial
year, periodic flows of information concerning theansactions of Greater Importance regulated by
the Board Procedure, the execution of the Trarwaxtof Greater Importance which have been
exempted under the provisions for Ordinary Transast concluded on conditions equivalent to

market or standard terms and information regargangjcularly significant Transactions.

! Formerly Art. 36 of Market Regulation no. 16191020 fully replaced by the new Regulation approvgd b
Consob Resolution no. 20249 of 28 December 201 rafadce from 3 January 2018.
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10. INTERNAL CONTROL AND RISK MANAGEMENT SYSTEM

The Rules of Procedure of the Board of Directord aihthe Control and Risks Committee adopt the
provisions laid down in the Code in relation to thiernal control and risk management system, taken
as the combination of rules, procedures and orghoigl structures whose purpose is the
identification, measurement, management and mamgaf the main risks.

The system outlined in this manner provides, irrtstior the Board of Directors to play a generdéro

of guidance and assessment of the adequacy ofgstieim; specifically, subject to the opinion of the

Control and Risks Committee, the Board of Directors

a) defines the guidelines for the internal contradl aisk management system, so that the main risks
involving the Company and its subsidiaries are exily identified, as well as satisfactorily
measured, managed and monitored, also defininddgese of compatibility of these risks with a
management of the enterprise consistent with thetified strategic objectives;

b) assesses, at least on an annual basis, the adeagfudiey internal control and risk management
system (also concerning those risks that may bevaat to the medium- and long-term
sustainability) with respect to the characteristitshe enterprise and to the assumed risk profile,
as well as its efficiency; the results of this asseent are disclosed in the Corporate Governance
Report on an annual basis;

c) approves, at least on an annual basis, the wark plepared by the Head of the Group Internal
Audit organisational unit, after having heard theaRl of Statutory Auditors and the Director in
charge of the internal control and risk manageragsitem;

d) assesses, after having heard the Board of Stat#aditors, the results presented by the
independent auditors in the letter of recommendat{d any) and in the report on the main issues
that arose at the time of the statutory audit cbaats;

e) appoints and dismisses the Head of the Group latémdit organisational unit, sets the related
remuneration in line with the corporate policiesl @msures that the same is provided with the
resources to perform his duties.

In this regard, the Board of Directors, with refare to the activities referred to in the aforegaihts

a), and b) and subject to the favourable opiniorthef Control and Risks Committee issued on 13

March 2018, took stepsin its meeting held on 14 March 2018 - to apprthe “Guidelines for the

internal control and risk management system”, af agto assess the adequacy of the same with

respect to the characteristics of the enterprisetahe risk profile, after the periodic definitiof the

risk nature and level compatible with the Comparstistegy objectives. As regards the activities

referred to in point ¢) above, the Board of Direstimok steps — in the meeting held on 14 marcl8201

- to approve the Audit Plan, subject to a favowraiginion given by the Control and Risks Committee

on 13 March 2018 and after having heard the Bo&iStatutory Auditors, as well as the Director in

82



LEONARDO SPA CORPORATE GOVERNANCE REPORT- FINANCIAL YEAR 2017

charge of the internal control and risk managensgatem. Specifically, in this regard, the Board of
Directors of Leonardo approved the Company’s 2018liA Plan and acknowledged the 2018
Aggregated Audit Plan of the Leonardo Group.

In line with the guidelines laid down in the Corptr Governance Code, the Board of Directors took
steps, on a proposal by the Director responsibi¢hi® internal control and risk management system,
subject to a favourable opinion given by the Cdraral Risks Committee and having heard the Board
of Statutory Auditors, to appoint Marco Di Capua e Head of the Group Internal Audit
organisational unit of Leonardo, setting his renmatien in line with the corporate policies and
ensuring the resources to perform his duties.

In addition to the Board of Directors and to then€ol and Risks Committee, the main persons
involved in Leonardo’s internal control and riskmagement systems are:

»  Director in charge of the internal control and nisanagement system;

Head of the Group Internal Audit organisationaltuni

e Head of the Risk Management organisational unit;

e Officer in charge of financial reporting pursuamtiaw 262/05;
»  Surveillance Body formed as per Legislative De@@e /2001,
*  Board of Statutory Auditors.

For a brief picture of any criminal proceedingstthee currently pending against Leonardo S.p.a. for
various reasons or which have come to its atteri@mause they involved subsidiary companies, with
specific regard to the events that occurred in 201 in early 2018, reference is made to the dpecif
disclosures provided in the notes to the finansiatements (see paragraph “Provisions for risks and
charges and contingent liabilities”) of the 2017nfal Financial Report, which can be found in the
Investorssection of the Company’s website.

In the course of 2017, a more thorough assessnfighe @fficacy and adequacy of the internal audit
system was also performed with regard to the pdinge brought by the Judicial Authority, involving
the subsidiary companies for various reasons.

The Board of Directors, the Board of Statutory Aadi, the Control and Risks Committee and the
Surveillance Body of Leonardo were kept duly infedvabout said events.

As already pointed out, the Board of Directors coméd the evaluation of the suitability of the
organisational, administrative and accounting stmecof the Company, as well as of any subsidiaries
having strategic importance, with specific refeeerio the internal control and risk management

system.
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Furthermore, it should be noted that the Companytimoed the complex and detailed process of
reviewing its internal rules, in the framework bétfinal implementation of the plan to structurmib

Divisions.

*k%k

“Project Intangibles”

With reference to the information already providedhe previous Reports on Corporate Governance,

following the resolutions passed by the Board okBliors of Leonardo on 7 March and 15 April 2013,

Deloitte Financial Advisory S.r.l. (hereinafter th&dvisor”) was appointed to conduct an audit of

some expenditure items concerning intangible assetéch had been incurred by the operating

companies for procurement from third parties betw@®10 and 2012. Specifically, the audit
concerned any expense incurred for commercial lbagieeand agency services, consultancy advice,
engineering and software.

Given the complexity of the Group structure andribenber of sectors in which it operates, the audit

work concerned, in an initial stage, the Italiad &uropean companies operating in the business area

of aeronautics, space and defence systems.

The work conducted by the appointed Advisor coedisif a thorough and complex transaction review

based on an appropriate work plan, the audit dlbgxbf which concerned:

- the pertinence and effectiveness of the servicetered;

- the fairness of transaction values (if permittethia circumstance);

- the correctness of the methods to implement thesaictions being examined, in terms of both the
possibility of documenting and tracing them andrerna general, compliance with the procedures
in place;

- the honesty and reputation of the counterparties.
In January 2016, at the end of the transactiorerexdnd of a subsequent phase of confrontation with
the then operating companies, the Advisor submitgedonclusions to the Company, by classifying
the transactions under examination by their natne type of findings noted (critical transactions,
transactions involving findings on the counterpatyd transactions involving no findings or formal
findings). Specifically, the Advisor selected sorransactions (accounting for 6% of the total
transactions examined) which presented criticaiess

Subsequently, a Working Group was established sesasthese findings. In July 2016, such Group

terminated its in-depth analyses and shared tlaeckkresults with the Advisor that, in light of wha

emerged from the further analyses performed, readeis conclusions.
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The Working Group’s conclusions were submittechis €ompany’s Board of Directors. Where it was
possible to take action, the measures to take weotdded on and instructions were given to the
competent organisational units. It was also seahttte Company rules subsequently laid down by
Leonardo and the organisational decisions that werge have strengthened the system of safeguards
against the risks pinpointed by Deloitte.

October 2016 saw the start of the second phaseeoprioject, which involved the business areas of
helicopters and defence electronics, security afamation systems, airborne and space systems. In
the light of the experience gained and the maineissobserved during the first phase, the second
module focused on transactions related to commigeoienotion and consulting contracts, related to
the same period of the first phase of the proj2@l(-2012).

In February 2018 the Advisor submitted its fingbags, showing the results achieved, by classifying
the transactions under examination, as in the ifiatiule, by their nature and type of findings noted
(critical transactions, transactions involving fimgs on the counterparty and transactions involviog
findings or formal findings).

The aforesaid reports were forwarded by the Chiefchtive Officer to the Working Group which had
been set up, as in the first phase of the projeassess the findings and consider whether angnact

should be taken.

*k%k

Finally, paragraph 15 below should be referredaoinformation on the additional organisational
measures and Corporate Governance strengthenitigtiveis which the Company put in hand,
including thewhistleblowingrules(Whistleblowing Guidelinesthat it has adopted in order to ensure
the effectiveness of the internal system for rapgrtirregularities, in line with national and

international best practices, as well as the remettuctions provided, with specific referencetie

company belonging to the FTSE-MIB index, in thes$atedition of the Corporate Governance Code.

10.1. INTERNAL CONTROL AND RISK MANAGEMENT SYSTEM AS RELATED TO THE PROC ESS OF

FINANCIAL REPORTING

The Internal Control over Financial Reporting (leager ICFR) system is defined as the set of
activities aimed at identifying and evaluating #etions or events that, when occurring or failing t
occur, could compromise, in whole or in part, tbkiavement of the objectives of reliability, acayra
and timeliness of financial reporting.

Within Leonardo, there is a specific internal augistem governing the financial reporting process
that has been defined in accordance with the mliegiissued by the Committee of Sponsoring

Organisations (CoSO Report) of the Treadway Cormignissas well as the Control Objectives for
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Information and related Technology (COBIT). The amentioned internal control system is made
up of an organic and complete set of administratime accounting procedures (narratives) which
clearly define the corporate processes that haeetdor indirect accounting effects on the accounts
and on any other financial reports, describing #utivities, the controls, the roles and the
responsibilities, as well as the information andwoentary flows in support of the creating proaess
the financial reporting.
Moreover, a specific component to manage the w$ksaud is integrated into ICFR. In particulareth
administrative and accounting procedures are ugdateluding an additional set of anti-fraud
controls and additions to the already existing st in accordance with the provisions under
Auditing Standard no. 5 “An Audit of Internal CooltrOver Financial Reporting That is Integrated
With An Audit of Financial Statements”, issued e tPublic Company Account Oversight Board
(PCAOB). It puts, among the other things, particelaphasis on the checks related to the prevention,
identification and detection of fraudulent actiegtj to be intended as acts capable of generating
misrepresentation from a financial, capital andnecoic point of view in the Financial Statements or
of misappropriating the corporate assets. Theséard checks are tested within the framework of
usual monitoring activities according to the plagfided by the Officer in Charge of Financial
Reporting. In addition, the Officer in Charge oh&icial Reporting starts further specific monitgrin
aimed at reporting intentional and unintentionabes or significant deficiencies in the ICFR system

ok
As a whole, the management of the ICFR system dpeel by Leonardo features the following

general stages:

* Risk identification and assessment
The risk assessment (Financial Risk Assessmenheiset of activities aimed at identifying and
assessing any actions or events, whose occurre@®sence may compromise, in whole or in part,
the achievement of the ICFR objectives and, spedifi, the reliability of financial reporting.
Within the framework of risk assessment, particalthention is paid to the fraud risk assessment,
identifying and assessing any conditions (riskdetthat could increase the risk of frauds within
the Company.
Risks identification and assessment are identifigdtonsidering the likelihood that an event will
occur and its potential impact on the Financiatestent items, without taking account, from a

prudential perspective, of the existence of contaiied at reducing the risk to acceptable levels.
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Assessment of the adequacy of related control

On the basis of analyses of potential (Financia &raud) risks, control measures have been

identified which are aimed at mitigating the saride adequacy of the control measures is

assessed on the basis of their ability to redwses rivith reasonable certainty, to acceptable ¢evel

The defined controls are attributable to the follogvmacro-types:

- Process Level Controls;

- Entity-Level Controls which, as controls that appdythe entire organisation since they are
common and cut across it, are structural elemdriteedCFR system;

- IT General Controls (ITGC).

Check the operations of the internal control systenand specific monitoring

In order to check and ensure the operations o$yktem for internal control on financial reporting,

specific testing and monitoring activities are eotpd to be carried out by independent third parties

(Group Internal Audit).

The test plan defined by the Officer in Charge wmfaRcial Reporting provides for checks to be

carried out, on a turnover basis, on all the cérdomnponents of the ICFR system of Leonardo;

specifically:

- any controls that are considered to be “key” tastslefined in the descriptions are tested on an
annual basis;

- the correct segregation of incompatible roles (S@gregation of Duties) is tested on an annual
basis;

- ITGC components that are considered to be necedsamnsure adequate control over
applications and the infrastructure are testedroarmual basis; ITGC components that are not
subject to systematic changes, as they pertaintrtactgral aspects of the company (e.qg.
organisation, policy, etc.), are tested on a gudgrtesis, on a turnover basis, and in any case,
on the occasion of significant changes;

- audits on Entity-Level Controls, i.e. controls merhed across the Company and form the
internal control system, are conducted on a qugréerd rotation basis, and in any case on the

occasion of significant changes.

Furthermore, to integrate the control model, specifonitoring activities are envisaged which are

aimed at reporting the existence of possible imteat and unintentional errors and/or significant

deficiencies in the ICFR system (so-called DetecAodit). This activity is carried out on a turnove

basis according to a “Top-down-risk based” apprpaghich allows the application of controls

starting from any areas at highest risk; furtheendhe activity is also carried out in relation to
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specific events, including, but not limited to, angsational changes or reports, such as to presappo

the presence of fraudulent acts or significantaierficies.

*k%

The responsibilities for establishing and maintagnithe ICFR, on the whole, are governed and

distributed throughout the organisation. In patticu Leonardo’s model currently calls for the

involvement of the following corporate positions:

Governing body to which authority has been delegate This refers to the Chief Executive

Officer.

Officer in charge of financial reporting. Reference is made to paragraph 10.6 below.

Financial Reporting Manager (FRM) responsible for he financial information provided to

the Group Parent. To comply with Law no. 262/2005, within the majamepanies of the Group,

the Boards of Directors, after having heard theniopi of the Officer in Charge of Financial

Reporting of Leonardo and of the Board of StatutAnditors of the company concerned, have

appointed a Financial Reporting Manager (FRM) rasjiie for the financial information provided

to the Group Parent, with the task of supporting ®fficer in charge of Financial Reporting of

Leonardo in the performance of the relevant duties.

The Financial Reporting Manager (FRM) responsibletiie financial information provided to the

Group Parent has the following duties:

- developing and updating for each Group company midimitive and accounting procedures
(narratives), on the basis of the instructions ixexk from the Officer in charge of financial
reporting of Leonardo, underlying the financial egpg process in order to ensure that the
financial reporting process is suited to the prafian of reliable consolidated annual and
interim Financial Statements and is in line with #ttual operations of the company concerned;

- defining and implementing any plans for improvement

- attesting, with respect to the Officer in chargdiwéncial reporting of Leonardo, together with
the Delegated Governing Body of the relevant Compém what is requested by the Parent
Company in relation to the internal control systemthe governance of the financial reporting
process and the preparation of accounting documents

Group Internal Audit Organisational Unit of Leonard o S.p.a.. The Officer in charge of

financial reporting has entrusted the Group Intefualit organisational unit with responsibility for

“independently” assessing the functioning of th&RC The Group Internal Audit organisational

unit, through its Financial Audit organisationalituiconducts tests of the actual application of the

administrative and accounting procedures in plaitkeimvthe Group, based on indications provided
by the Officer in charge of financial reporting. é€de tests are conducted through a specific

working group operational plan which also lays dotheir methods, procedures and timing to
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conduct tests in order to establish whether théraolsnare functioning effectively. The results of
the tests conducted for each Division and Grouppaoy falling within the scope of application of
Law no. 262/2005 are submitted to the Company’s &adement, which promptly defines adequate
plans of action relating to any possible area fmprovement. The Group Internal Audit
organisational unit provides the results and relgitans of action to the Officer in charge of
Financial Reporting in order to allow him to contao overall assessment of the adequacy and
actual application of the administrative and actowgn procedures followed in preparing the
separate Financial Statements, the condensed dmiffyinancial Report, and the consolidated

Financial Statements, for the purposes of the isftiee certifications prescribed by Law.

Within the plan to monitor the 2017 Financial Sta¢ets, Leonardo conducted, both testing of
antifraud controls and specific monitoring actedtion the process of “Purchasing Cycle” (relating t
purchases of goods and services), in relatiorstovith Divisions and Group companies that fall withi
the scope of application of Law no. 262/2005. Femttore, some investigation was carried out at
Company level in order to monitor the internal cohtarea (Entity Level Control / IT General
Control).
It should be noted that as early as from 2016 agdaccurred in the scope of application of Law no.
262/2005, following the implementation of the newiglon-based Organisational and Operational
Model, which led to a new corporate structure daci€. In consideration of the new organizational
structure, consisting of four Sectors and sevensidins, the new Governance centralises the system
of guidance and control and at the same decemsahigsiness management to the Divisions.
Therefore, with reference to the new perimeter led teonardo Group Companies, tests were
conducted on about 1,870 controls, divided amoeddtowing components of the ICFR:
- 1,070 controls at “Process” level, as defined ia tlarratives (the so-called Process Level
Control);
- 725 controls relating to the operation and managemeIT systems (the so-called IT General
Control);
- 75 controls at “Entity” level in relation to therstture and organisation of the individual
companies (the so-called Entity Level Control);
- checks on compliance with rules governing the abrsegregation of roles and duties (SoD)

with regard to the IT systems concerning the ICBRtoI system.

The testshave confirmed the efficacy of the controls, whilethe case of ineffective controls, the
overall efficacy of the procedures in place to mmmihe risk areas under examination, through

compensating controls and/or material tests.

2 All the Group’s activities in the coreectors of Aerospace, Defence and Security (A,D&&Ye been
concentrated in Leonardo.
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With reference to the specific monitoring actigtievithin the process of “Purchasing Cycle
Management” (relating to purchases of goods andces) for Companies Leonardo Global Solutions
S.p.A., Leonardo MW Ltd., Agusta Westland PhilatidpCorporation, PZISwidnik S.A. and the
Corporate, Helicopters, Security & Information ®yss, Land & Naval Defence Electronics,
Airborne & Space Systems, Aircraft and Aerostruesrthe controls provide for the following
operating macro-phases:

* Analysis and Mapping

- preliminary analysis of available documentation afigmacro-phases in scope, as well as the
identification of IT systems in support of the pees to be analysed, in order to identify the
information set in relation to which the subsequerdlyses must be carried out.

e Scoping and data processing

- the definition of analyses and correlations to bedufor processing data and for extrapolating
inconsistencies/potential anomalies (if any);

- the application of risk indicators (Key Risk Indiges) to the database identified during the
mapping phase and made up of the process transacdoorded in the IT systems in the period
under consideration; these indicators have beeeloged on the basis of the fraud patterns
identified within the Fraud Risk Assessment.

e Test:

- the analysis of any anomalies identified aftersbeping phase and data processing, in order to
identify the so-called “False Positives”, if anjstified exceptions) and/or evident errors;

- performance of tests for any anomalies in relatonwhich additional analyses have been
considered necessary.

* Reporting:
- the presentation of results to the process ownedspaeparation of the final report for the

Officer in charge of Financial Reporting.

The specific monitoring activities on the “PurchmasiCycle Management” process (relating to

purchases of goods and services), are expectezidorbpleted in the first quarter of 2018.

10.2. DIRECTOR IN CHARGE OF THE INTERNAL CONTROL AND RISK MANAGEMENT S YSTEM

As required by the Rules of Procedure of the Badr®irectors, the Chief Executive Officer also
holds the position of Director in charge of thesimial control and risk management system, which is
responsible for the implementation and maintenahee effective system.

In particular, the same Director:

a) identifies the main corporate risks, in light betfeatures of the activities carried out by the

Company and its subsidiaries, periodically submgtthem to the scrutiny of the Board;
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b) implements the guidelines defined by the Board takds care of the planning, creation and
management of the internal control and risk managensystem, constantly verifying its
overall adequacy, efficacy and efficiency;

C) sees that the system is adjusted in responseéaigel in operational conditions and the
legislative and regulatory framework;

d) may ask the Group Internal Audit organisationalt un carry out controls on specific
operating areas and to check for compliance wittrimal rules and procedures in performing
business operations, at the same time giving nthieeeof to the Chairman of the Board, the
Chairman of the Control and Risks Committee anthéoChairman of the Board of Statutory
Auditors;

e) promptly reports to the Control and Risks Comreitbe to the entire Board as to problems and
critical issues arisen in performing his dutiesobrwhich he has become aware, so that the
Committee or the Board may take any appropriatersst

The Director in charge of the internal control aigk management system (SCIGR) of Leonardo

S.p.a. prepared the identification of the main ocafe risks on which basis the Board of Directors,

upon favourable opinion of the Control and RisksnGuttee, defined the “Guidelines for the internal

control and risk management system”. Through a aistessment process, the risk owners, with the
support of the Risk Management organisational pidentified, assessed and treated business &sks,
well as determined the corresponding degree ofragee

The “Guidelines for the internal control and riskmagement system” expressly report:

)] the methodological tools for the identification, asarement, management and monitoring of
the main risks;

i) the process aimed at identifying, assessing andgnag the Leonardo Group’s risks, divided
based on their related type as follows:

1) Compliance risks arising from the performance of ordinary businegerations,

which relate to the failure by the business ad#sitto comply with the relevant
contractual clauses, laws, regulations and rulds; non-compliance may cause the
company to incur administrative and criminal santi as well as to affect the
company’s image and its operations themselves.

2) Strateqgic risks affecting the degree of success of the Compastrategies, the
processes’ ability to achieve the objectives defily Top Management and the
Company’s image.

3) Operating risks concerning ordinary business operations, whidacafthe efficacy

and efficiency of the various corporate areas ¢@sees.
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4) Financial risks arising from the performance of ordinary businegsrations, which
affect economic and financial figures within the magement of accounting and
reporting, taxation, cash and credit;

5) Project risks a substantial part of the Group’s transactionssists of medium- and
long-term contracts for the supply of products aedvices; the aforesaid risks expose
it to lower profits or losses in addition to lialyl to customers for delays in
performance or non-compliance with contractual ireguoents.

The Management of the Leonardo Group’s companigssass the risks, considering the impact and

the probability of their occurrence, and using gative and quantitative techniques.

10.3. HEAD OF GROUP |NTERNAL AUDIT

The Board of Directors has taken steps to appoimichl Di Capua as the Head of the Group Internal
Audit organisational unit of Leonardo. The appoietthwas made on a proposal by the Director
responsible for the internal control and risk mamagnt system, subject to the favourable opinion of
the Control and Risks Committee and having headiard of Statutory Auditors.

The Board of Directors ensures that the Head ofGhmup Internal Audit organisational unit (Chief
Audit Executive), appointed to verify that the mmal control and risk management system is
operational and adequate, is provided with adeqgesteurces to fulfil his responsibilities and defin
his fees, in accordance with the Company’s poljcasswell as with the duties assigned to the same.
Again at the proposal of the Director responsiblethe system, the Board, after having obtained the
favourable opinion of the Control and Risks Comeditind heard the Board of Statutory Auditors,
therefore defined the related remuneration on #skof their specific responsibilities, in complia
with the policy guidelines adopted by the Company.

The Group Internal Audit Organisational Unit hag ttesponsibility for supporting the Board of
Directors, the Director in charge of the internahtrol and risk management system, the Control and
Risks Committee and the Board of Statutory Auditoid eonardo S.p.a., as well as the Boards of
Directors and Boards of Statutory Auditors of theo@ Companies not included in the divisional
perimeter, in making assessments of the adequateféectiveness of the functioning of the internal
control and risk management system of the LeondBdoup. This organisational unit is also
responsible for assisting the Officer in chargé-iofancial Reporting in the performance of his dutie
and the Surveillance Body of Leonardo S.p.a. (a a® the Surveillance Bodies of the Group
Companies not included in the divisional perimeter)carrying out its work of verifying the
functioning of the Organisational, Management anoht®!| Model as per Legislative Decree
231/2001 in accordance with the instructions ierees from the Officer and the Body.

Specifically, as specified in the Rules of Procedtine Head of the Group Internal Audit:

92



LEONARDO SPA CORPORATE GOVERNANCE REPORT- FINANCIAL YEAR 2017

a)

b)

d)

f)

g9)

checks, both on an on-going basis and in relatospecific needs and in accordance with
international standards, the operations and slittabof the internal control and risk
management system, through an Audit plan approyethéd Board of Directors, based on a
structured process of analysis and prioritisatibthe main risks;

he is not responsible for any operating area apdrts to the Board of Directors and, through
the same, to the Chairman, or, should the lattegrbated delegated operating powers, to the
Control and Risks Committee and, through it, tc&Cikgirman,;

he has direct access to all useful informatiopaidorm his duties;

he prepares any periodic reports containing adeqirdormation on his activity, on the
procedures according to which the risk managensecairied out, as well as on the compliance
with any plans defined to limit them; the periodicaports contain an assessment of the
suitability of the internal control and risk managmnt system;

he promptly prepares reports on events of pdatiémnportance;

he forwards the reports referred to in pointamtj e) to the Chairmen of the Board of Statutory
Auditors, of the Control and Risks Committee andhaf Board of Directors, as well as to the
Director in charge of the internal control and nisknagement system;

he checks, within the framework of the Audit pldar the reliability of the IT systems,

including accounting systems.

In 2017 and in the first months of the current yéae Head of the Groupternal Audit organisational

unit coordinated the following main activities:

performing audits and monitoring the action plaesiving from previous controls, at Leonardo
and at the companies that fall within the scopthefconsolidation, on the basis of the aggregate
2017 Audit Plan;

performing special audits concerning both Leonald its subsidiaries;

performing tests for the purposes of compliancdr wiéw no. 262/2005 at Leonardo and at the
companies falling within the perimeter, on behélfh® Officer in Charge of Financial Reporting;
providing support to control and surveillance Badéad, specifically as regards the Surveillance
Body of Leonardo, and performing checks includethen Company’s Audit Plan, on the basis of
the specific mandate received,;

participating in the meetings of the Surveillanced and of the Coordinating and Consultative
Body for the prevention of corruption (see paragrap below), while the Secretary’s office work
is the responsibility of the internal staff of tloup Internal Audit Organisational Unit. In this
regard, it should be noted that the Board of DnextMeeting of 17 December 2015 appointed
the Head of the Group Internal Audit organisatiomait as a temporary regular member of the

Surveillance Body in order to make up the Boardimbers;
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* participating in the meetings of the Whistleblowi@gmmittee, as a regular member, where the
Secretariat of the Committee is composed of interasources of the Group Internal Audit

Organisational Unit, as well as performing verifioas required by the Committee.

The abovementioned Head of the Group Internal Ad# financial resources included in the Group

Internal Audit organisational unit's budget, in erdo carry out his duties.

10.4. ORGANISATIONAL MODEL AS PER LEGISLATIVE DECREE 231/01

Legislative Decree no. 231/2001 introduced, in® Italian legal system, a regime of administrative
liability against Entities, for certain types of@fices committed in the interests or to the benéfihe
same. The Company has adopted appropriate measumgvent it from incurring any criminal
liability through the establishment of specific uéaory systems aimed at preventing the commission
of any offences contemplated by this Decree omp#neof Directors, Statutory Auditors, management,
employees, collaborators, or any other party havatationships of any nature with Leonardo S.p.a.,
either with or without valuable consideration.
To this end, on 12 November 2003, the Board of @ues of the Company adopted @nganisational,
Management and Control Model as per Legislativer®e231/01(hereinafter also referred to as the
“Organisational Model”), as updated by resolutiais26 July 2007, 25 June 2009, 16 December
2010, 31 July 2012, 15 April 2013, 30 July 2015 ardecember 2015.
The current Organisational Model is made up of arf&al Section” and ten “Special Sections”.
The “General Section” essentially deals with:
1) the Surveillance Body, the information that habecsent to it, and its reports on the work
it has done with respect to corporate bodies;
2) staff training and the circulation of the Orgarniaél, Management and Control Model
within and outside the Company;
3) the disciplinary measures applicable in the evehtfallure to comply with the
requirements in the Model;
4) updating and review of the Organisational Model.
Following the recent regulatory amendments conogrriegislative Decree no. 231/2001, work
commenced to update the Organisational, Managear&hControl Model as per Legislative Decree
no. 231/2001.
The Organisational, Management and Control ModgbeasLegislative Decree no. 231/2001 can be
found on the Company’s website in the specific &tand Compliance area.
The Surveillance Body of Leonardo S.pis.currently made up of four external professien&nrico
Raffaele Squitieri (Chairman and external membemfi9 November 2017, replacing the resigning

member Enrico Laghi), Angelo Carmona, Angelo Piaard Saverio Ruperto, as well as of two
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internal members, the Group General Coudselrea Parrella and the Chief Audit Executive Marco
Di Capua.

It should be noted that on 17 December 2015 thep@aayis Board of Directors resolved to make up
the numbers of the Surveillance Body with an adddi internal member, the Head of Group Internal
Audit, in order to ensure that the supervisory wakconducted as effectively and correctly as
possible, which is entrusted to this Body, callgzbru (after the definition of the Group’s new
Organisational and Operating Model) to interadhwiew units and analyse new corporate processes.
The updating of the SB’s composition referred te baen in particular considered to be suitable to
ensure that this Body meets the necessary requitsnoé autonomy, independence, professionalism
and continuity of action.

The duties, activities and functioning of this Bodse governed by specific By-Laws, which were
approved by the Board of Directors of Leonardo&.pn 15 December 2005 and finally updated on
17 December 2015 in order to adopt the abovemesdiochange in the composition of the
Surveillance Body. The By-Laws entrust the Suraeitle Body with wide-ranging tasks for the
purposes of monitoring the validity and effectivesief the Organisational, Management and Control
Model as per Legislative Decree no. 231/2001. Withihese tasks, among other things, the
Surveillance Body receives reports (if any) on paet of company representatives or third parties,
holds periodical hearings to hear the Managersoresple for potential areas at risk of offences
pursuant to Legislative Decree no. 231/2001, examireports and disclosures prepared by the
corporate units and provides recommendations druictons to the top management and to the
corporate bodies, also with respect to approprations for improving or changing checks. The

Surveillance Body has also adopted internal rules.

10.5 INDEPENDENT AUDITING FIRM

On 16 May 2012 the Shareholders’ Meeting appoitB#1G SpA to audit the accounts during the
period from 2012 to 2020.

The firm's appointment, therefore, will terminat¢ the time of the approval of the Financial
Statements for 2020.

The appointment envisages the Independent Aud#img carrying out the following activities:

» auditing of the Separate Financial Statements ohaedo S.p.a.;

» statutory audit of the Consolidated Financial Stetets of Leonardo S.p.a.;

» review of the condensed consolidated Half-year iz Report of Leonardo S.p.a.;

» periodical reviews of regular book-keeping;

» establishing whether the directors have preparedtim-financial Declaration (Art. 3, paragraph

10, of Legislative Decree no. 254/2016); again egards this Declaration, the Company has
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specifically appointed the Audit Firm KPMG, in acdance with the abovementioned Decree, to
issue the declaration attesting that the inforrmficovided in the Declaration complies with the

provisions laid down in the Decree and the stayupoinciples, methods and procedures.

10.6. OFFICER IN CHARGE OF FINANCIAL REPORTING AND OTHER CORPORATE ROLES AND
ORGANISATIONAL UNITS

Officer in charge of financial reporting

In accordance with Art. 154-bis of the Consolidatedv on Financial Intermediation and Arts. 25.4
and 25.5 of the Company’s By-Laws, the Company'aroof Directors held on 9 November 2017
appointed Alessandra Genco (Chief Financial Offisethe Company) as the Officer in charge of
financial reporting, replacing Gian Piero Cutille ldead of the Helicopters Division of the Company.
The company By-Laws envisages that the Board okddirs, having previously obtained the
mandatory opinion of the Board of Statutory Auditomppoints a person to this position, whose
mandate expires at the same time as the term iokadf the Board of Directors that has designated
him/her.

The choice of an executive for this position is m&m among persons who, for a period of at least

three years:

a) have performed duties of governance and coatrolanagement in companies listed on regulated
markets in Italy, in other EU Member States or G countries with a share capital of not less
than €mil. 2; or

b) have had legal powers of control over the actsoahcompanies such as those specified in lejfer a
or

c) have been professionals or full university pssf#s in financial or accounting matters; or

d) have performed functions as executives in pubtigrivate bodies with expertise in finance,
accounting or control sectors.

Also in accordance with the By-Laws, the Officerdharge of financial reporting must satisfy the

requirements of good repute laid down for the mesbéthe Board of Directors.

In connection with her appointment by the Boardakctors, Alessandra Genco has been formally

vested, in addition to the powers conferred onaseChief Financial Officer of the Company, with all

the powers necessary for the correct performanteeoduties required by law.

The Officer in charge of financial reporting releasthe certification required by Art. 15,

paragraph 2 of the Consolidated Law on Financiérimediation and, together with the Chief

Executive Officer, the attestation under Art. I%d- paragraph 5 of the Consolidated Law on

Financial Intermediation.
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Below are thecorporate roles and organisational unitswhich are specifically involved in the

internal control and risk management system, intiaadto the above described Group Internal Audit

organisational unit (para. 10.3).

the Compliance Organisational Unit(established within the Legal, Corporate Affairsdan

Compliance Organisational Unit), which is respolgsibin particular, for: directing and

coordinating initiatives and issues concerning Tnade Compliance and Business Compliance
areas, also through the preparation and updatitigeofelevant documents concerning the internal
regulatory system (Directives, Procedures, Poli@és) and the organisation of training sessions,
in agreement with the competent central functisnsas to ensure an adequate control of legal risks
in order to prevent behaviours that do not conftarthe norms; ensuring the necessary support for
Trade Compliance issues and supervising the impitatien of the Group’s Trade Compliance
Program; ensuring any due diligence activities dnednecessary audits for reputational, financial
and other aspects, with reference to agents, damns$sll and business promoters (Business
Compliance), while providing assistance in the prapon of any related contracts; providing
adequate information flows concerning Complianceh® benefit of the Top Management, the
corporate bodies and the Managers responsibledigocate units, reporting to the Control and

Risks Committee and to the Board of Statutory Aardibn a periodical basis.

the Crimes, Ethics & Integrity Organisational U é@stablished within the Legal, Corporate Affairs

and Compliance Organisational Unit), which is regole for providing specialist support, legal

representation and defence during criminal procegsiin order to provide the Group with the best
legal protection of its interests, for ensuringaakist support in applying and updating the Model
under Legislative Decree no. 231/2001, as well asdefining the Company’s anti-corruption

policies (ethical business conduct) and providisgisiance in relation to the regulations applied in

the countries where the Group operates.

the Risk Management Organisational Urthie central organisational unit is managed by theiC
Risk Officer and is responsible for supporting e Management in monitoring the activities
relating to the management of corporate risks,ceoedance with the national and international
standards and best practices. The abovementiogadisational unit was established at the end of
2014 with the aim of strengthening the Group’s Goaace, as well as ensuring the definition,
upgrading and circulation of methods, metrics aalst for a correct risk identification, analysis,
measurement, treatment and monitoring. The cerRRisk Management organisational unit
coordinates the various Risk Management units hkshaldl within the Operating
Companies/Divisions, which provide operational suppo the Risk Owners of the business lines

in the risk management process. The central usit @perates in close relationship with any other
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competent units of the Parent Company in the riskagement process, in order to carry out an
efficient and coordinated monitoring of any andatas and types of (strategic, financial, legal,

contractual, compliance, project) risks.

10.7. COORDINATION BETWEEN PERSONS INVOLVED IN THE INTERNAL CONTROL AN D RISK

MANAGEMENT SYSTEM

As required by the Code, in order to maximise &fficy of the internal control and risk management
system and to reduce any duplication of activipecdsfic procedures were set out for the coordimatio
between the various persons involved.

In particular

» the Board of Statutory Auditors and the Head of @®up Internal Audit organisational unit
regularly participate in the Control and Risks Cditer’s meetings;

« the Control and Risks Committee reports to the BadiDirectors at least on a six-monthly basis —
in any case, on the occasion of the approval ofdtlaét Annual Financial Statements and of the
Half-year Financial Report — on the activity cadrieut, as well as on the adequacy of the internal
control and risk management system. Moreover, @sted in paragraph 9 above, the Chairman of
the Committee informs the Board on the meetings @slutions made at the first possible
meeting of the Board;

» the Control and Risks Committee, the Board of $tayuAuditors and the Surveillance Body hold
joint meetings on themes of common interest arshtwe information on the work done during the
year,;

e the Board of Statutory Auditors holds periodic nmegd in particular with the Surveillance Body,
the Officer in charge of Financial Reporting, thedd of the Group Internal Audit organisational
unit and any other corporate functions with spedifiities concerning the internal control and risk
management system;

» the Risk Management Organisational Unit works imsel collaboration with the other competent
Leonardo units in order to oversee all risk areaani effective and coordinated manner.

The internal Procedure for the management of infion flows with corporate bodies (para. 4.4.)

lays down operating methods which ensure that thows bodies involved are coordinated as

necessary, that the information provided for irdéoontrol managers is prompt and complete and that

the system works as efficiently as possible, disough reducing duplication of work.
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11. BOARD OF STATUTORY AUDITORS

11.1.APPOINTMENT

As with the appointmentf the members of the Board of Directors, the \isting system has also
been adopted for choosing Statutory Auditors. Thowipions of the By-Laws governing the election
of the Board of Statutory Auditors (section 28.8)vpdes for the deadlines and methods for filing an
publishing lists, as well as the related documettatn compliance with the regulations in force.

The abovementioned provision currently requires tina list of candidates presented by Shareholders,
together with related supporting documentationgdbposited at the Company’s registered office at
least 25 days prior to the date set for the fistvocation of the Shareholders’ Meeting and must be
published by the Company at least 21 days pridghéoMeeting, always on first call, in accordance
with applicable law. Lists may be submitted by $fhatders holding, either alone or jointly with athe
Shareholders, at least 1% of the share capital watimg rights at Ordinary Shareholders’ Meetings
(or holding lower percentages envisaged by apdkcialws or regulations).

As already noted that with regard to the appointroéthe Board, the minimum shareholding required
to present a list of candidates for the election@bnardo’s administration and control bodies was
confirmed by Consob (with Resolution no. 20273 4#fJanuary 2018) at 1%, percentage envisaged in
the Company’s By-Laws.

The Board of Statutory Auditors is appointed bagedists submitted by the Shareholders according
to specific procedures described in Art. 28.3 & By-Laws, aimed at ensuring the election of two

regular members and one alternate member on thefptéye minority list. The Chairman of the Board

of Statutory Auditors is appointed by the Meetingni among the Statutory Auditors elected from the

minority list pursuant to Art. 148, para. 2-bis, ladgislative Decree no. 58/98, as well as to sactio
28.3, second-last paragraph, of the Company’s BysLa

Each list, in which candidates are listed in consee order, is divided into two sub-lists: one fier
candidates to the position of regular Auditor ahd other list for candidates to the position of
alternate Auditor. At least the first candidateesch sub-list must be registered with the Reguster
Auditors and must have been performing statutodjtawf accounts for a period of no less than three
years.

The members of the Board of Statutory Auditorsidtalappointed as follows:

a) three regular Auditors and one alternate Awuditill be taken_from the list that receives the

majority of votes cast, in the consecutive ordewinich they appear in the list;

b) two reqular Auditors and one alternate Auditdf be taken from minority lists; to this end, est

obtained by the lists are subsequently dividedr® and by two according to the consecutive order

in which the candidates were listed.
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The scores thus obtained shall be allocated tac#éinglidates of each of said lists, according to the

order of the lists as respectively envisaged. Tduges thus assigned to the candidates of the &ariou

lists will be reported in a single decreasing ordérose who have obtained the highest scores will b

elected. In the event that more than one canditgdeobtained the same score, the candidate from the

list which has not yet elected any regular Audgioall be elected.

In the event of an equal number of list votes anldvath the same score, a new vote will be hejd b

the entire Meeting and the candidate with the nitgjof votes will be elected.

In the event of the replacement of a regular Auddlected from the majority list, the alternate

Auditor elected from the same majority list takéspiace, while in the event of the replacemerthef

regular Auditor elected from the minority list, taikernate Auditor elected from the same minoidy |

takes his place.

The new members of the Board, pursuant to Art. 2fthe Italian Civil Code, shall be appointed by

the Meeting from among the candidates in the s#&@neflthe Auditor who has ceased to hold office.

In the event that, for whatever reason, the appwint of one or more regular Auditors or alternate

Auditors or the integration of the Board of Statytéduditors cannot be made as required above, the

Meeting shall resolve with the majorities presaditiey law, in compliance with the principle of the

representation of minorities.

Section 28.1 of the Company’s By-Laws also requatelgast two of the regular Auditors and at least

one of the alternate Auditors to be chosen fromiReged Auditors of Accounts with at least three

years of auditing experience.

Auditors that do not satisfy this requirement nheste at least three-year experience:

a) in performing duties of governance and contrain@anagement in stock companies with a share
capital of not less than €mil. 2; or

b) as professionals or full university professomslegal, economic, financial or technical and
scientific matterglosely connected witlhe Company’s activities; or

c) in performing functions as executives in pulidic private bodies in the banking, finance and
insurance sectors, or in sectotssely connected witthe Company’s activities, intended as those
that are useful for achieving the Company’s businespose.

Furthermore, persons who serve as Statutory Awditor five or more issuers, or who perform

governance and control functions for a number b&otompanies in excess of the limit provided by

current law, may not be chosen as regular Auditors.

Furthermore, all the members of the Board of StayutAuditors must meet the independence

requirements laid down for Statutory Auditors ie tturrent regulations. In this regard, the Company

(as also reported in relation to the appointmenthef Directors) expressly requires, in the noti€e o
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call of the Meeting, to specify, in the lists ofncidates, their eligibility to be qualified as
“independent” directors, on the basis of the datéid down for Directors in Art. 3 of the Code.

In accordance with the provisions under Law no./2@01 governing gender equality (as already

reported regarding the appointment of Directorsspant to Arts. 28.3 and 2&i3 of the Company’s
By-Laws at least 1/5 of the members in the firsitef office (at least 1/3 in the following terms)
must represent the under-represented gender.

Therefore, any lists that, considering both the-lsibof regular Auditors and that of alternate
members, present a number of candidates equabberththan three, must include, in the sub-list of
regular Auditors, candidates of different genderasoto ensure a composition of the Board in
compliance with the abovementioned regulationgh&n event that the sub-list of alternate Auditors
from said lists indicates two candidates, they nyesbng to different genders.

The provisions described above apply, for threeseoutive terms of office, starting from the first
renewal of the Board of Statutory Auditors afterAigust 2012 (section 34.1 of the Company’s By-
Laws).

The portion of the less represented gender in thardB of Statutory Auditors serving at present,
appointed on 11 May 2015, is one-fifth of the merabe

At its meeting on 27 February 2018, the Board atuory Auditors in its capacity as Internal Cohtro
and Auditing Committee considered that it met thefgssional requirements, pursuant to the new
provisions laid down in Art. 19 of Legislative Deerno. 39/2010 (as amended by Legislative Decree
no. 135/2016) on the basis of which “The membeith@fnternal control and auditing committee, as a

whole, are competent in the sector in which théyeahdergoing the audit operates.”

11.2. (OMPOSITION AND FUNCTIONING (Art. 123-bis, para. 2, lett. d), TUF)

The Board of Statutory Auditors, consisting of firRegular and two Alternate Statutory Auditors, was
appointed by the Shareholders’ Meeting of 11 Mag®€r the 2015-2017 term. The Board will,
therefore, stand down at the next Shareholders'tivigeto be held to approve the 2017 Financial

Statements.

TheBoard of Statutory Auditors serving at 31 December 2017 was composed as follows

Riccardo Raul Bauer(2) Chairman
Niccolo’ Abriani (2) Regular Auditor
Luigi Corsi (1) Regular Auditor
Francesco Perrini(1) Regular Auditor
Daniela Savi(1) Regular Auditor
Maria Teresa Cuomo(1) Alternate Auditor
Stefano Fiorini (2) Alternate Auditor
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(1) Auditor appointed from théist submitted by the majority shareholder (Ministry of Economy and
Finance, holding about 30.204% of the share capitalited by the majority of the share capital
represented in the Shareholders’ Meetindabout 52.56%).

(2) Auditor appointed from thést submitted by minority shareholders (a group of asset management
companies and institutional investors, holding aldo846% of the share capitalpted by the minority of
the share capitalrepresented in the Shareholders’ Meeting (46.36%).

The Tables annexed to this Report summarise thetste of the Board of Statutory Auditors,
showing the Auditors serving at the date of appro¥éhis Report, the related characteristics nmte

of independence and length of service, as welhasnumber of any additional positions of regular
Auditor held by the present members of the Boarather issuefs— at 31 December 2017 — (in
observance of the restrictions pursuant to Art.-tbtdecies, paragraph 1, of the Issuers’ Regulation
Emittent").

No changes in the related composition have takacepince the end of the 2017 financial year.

Curricula of Statutory Auditors
Brief curricula of the careers of the Regular Auditors are giveloWw, specifying their respective age

and seniority in the position.

RICCARDO RAUL BAUER

CHAIRMAN
In office since May 2012

Belonging list: minority a group of asset managentazompanies and institutional investors)

Born in Milan on 12 January 1951. Chairman of tleau8l of Statutory Auditors of Leonardo since 16
May 2012, his mandate was renewed by the SharalsbMeeting held on 11 May 2015. He holds an
Economics and Business degree and is a CertifiddidPand Professional Accountant. He is a
Contract Professor for Company Audit and Controthet Sacro Cuore University in Milan. Since

2017, he has been the Chairman of the Auditingdatals Committee of the Accounting Profession of
Milan and Chairman of the Board of Statutory Auditof the listed company Avio S.p.A.. He has
carried out statutory audit and professional trgractivities at PricewaterhouseCoopers S.p.A.§196

1998). He has provided consultancy and assistargess to leading Italian companies. Currently, he

% “|ssuers” means any companies listed on regulatatkets (either in Italy or in any other EU Couesii i.e.
any companies that issue financial instrumentsibiged among the public to a significant extentspiant to
article 116 of the Consolidated Law on Financiatmediation and article Bis of the Issuers’ Regulation.

“ Pursuant to article 14#rdecies paragraph 1, of the Issuers’ Regulation, thetjmsbf member of the board
of statutory auditors of an issuer may not be lsidhe persons who hold the same position in fegiérs.
The full list of the offices of administration armbntrol held by each Regular Statutory Auditor,tla
companies referred to in Volume V, Title V, Chapt&f, VI and VIl of the Italian Civil Code, pursuatd
article 144terdecies paragraph 2, of the Issuers’ Regulation, is higlil by Consob on its website, as
required by article 144uinquiesdecieparagraph 2, of the said Regulation.
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is, inter alia, the Chairman of the Board of Statutory Auditoffstioe Union of Italian Jewish
Communities, a member of the Board of Statutory ifand of the Museum of Jewish Heritage and
Shoah and the Chairman of the Board of StatutorgtitAts of the Israelite Hospital of Rome. He is
enrolled in the Register of Intermediaries at thaidry of Justice. He is the author of varioustietis

of the “Civil Code” and of the “Tax Code” as wek aumerous publications concerning audits and

control.

NicCcoLO ABRIANI

REGULAR STATUTORY AUDITOR
In office since May 2012

Belonging list: minority a group of asset managenteazompanies and institutional investors)

Born in Turin on 8 July 1966. Regular Statutory Aodof Leonardo since 16 May 2012, his mandate
was renewed by the Shareholders’ Meeting held oWay 2015. He is a lawyer and a Professor of
Commercial Law at Florence University; Lecturer fioe PhD course in Law and Business at “Luiss
Guido Carli” University in Rome. He is Co-editor ihfe ‘Rivista del Diritto Societarib(a magazine

of company law) and of theRivista di Diritto dell’'lmpresa (a magazine of business law). He has
held many academic positions, including: Dean &f Baculty of Economics at the University of
Foggia. He is a member of the Committee establidhedhe CNDCEC Consiglio Nazionale dei
Dottori Commercialisti e degli Esperti ContabilNational Council of Professional and Certified
Public Accountants) for the drafting of the RuldsCmnduct of boards of statutory auditors; he has
also been an independent director of listed andibgrcompanies (in which he chaired the Related
Party Committee and the Remuneration Committee)pameémber of the working table established by

Consob for the regulatory simplification of thelitia financial market.

LuiGl CORsI

REGULAR STATUTORY AUDITOR
In office since May 2015

Belonging list: majority (Ministry of Economy and iance)

Born in Sant’Angelo Lodigiano (Province of Lodi) @7 March 1959. Appointed Regular Statutory
Auditor of Leonardo by the Shareholders’ Meetingdhen 11 May 2015. Graduated in Business
Administration (with specialisation in Marketing) Bocconi University in Milan in 1983. He is a

Certified and Professional Public Accountant. Hielhiee position of Assistant to the Chief Executive
Officer of “BIC Italia S.p.A.” from 1986 to 1988.d4was also a City Councillor in Lodi (from 1985 to
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1987 and from 1993 to 1995) and a City CouncillorLiodi with delegated powers for Budget,
Finance, Assets and Special Companies (from 1926938).

He has been practising since 1989 as a Professkmtauntant in Lodi at the offices of his firm,
which is a member of “Studio Associato Camia-Cor€ommercialisti” network. Within his
professional activity, he collaborates with the @oof Lodi as a Trustee in bankruptcy, Expert
appraiser, Court-appointed expert. He has heldtipnsias a member of governing and/or control
bodies at a number of private companies, credittii®ns, public entities and associations, inahgd
as a Regular Statutory Auditor of Banca Popolaatiaha Soc. Coop. (listed on the Italian Stock
Exchange) (2006-2007), a Member of the Managemeatdof Banco Popolare Soc. Coop. (listed on
the Italian Stock Exchange) (2007-2011), a Reg8tatutory Auditor of Agos-Ducato S.p.A. (2012-
2013). At present he igjter alia, the Chairman of the Board of Statutory Auditor§enzi S.p.A. and
Lazzari S.p.A.; he is also a Regular Statutory garddf Ferrari Giovanni Industria Casearia S.p.A.,
Molino Pagani S.p.A. and Lazzari Auto S.p.A.; halso an Auditor of Famiglia Nuova Societa Coop
Sociale; he is the Sole Director of Consulenti Asstd S.r.l.; he is the Chairman of the Board of
Directors of Studio Corsi Curioni S.r.l. and thec®iChairman of the Board of Directors of
Fondazione Banca Popolare di Lodi. Moreover, he mamber of the Board of Directors of Banco

Popolare Soc. Coop until 31 December 2016.

FRANCESCO PERRINI

REGULAR STATUTORY AUDITOR
In office since May 2015

Belonging list: majority (Ministry of Economy and iRance)

Born in Bari on 10 December 1965. Appointed Regudtatutory Auditor of Leonardo by the
Shareholders’ Meeting held on 11 May 2015. GraduateBusiness Administration from Bocconi
University in Milan. He has been ITP at the Stech@l of Business, New York University, Visiting
Scholar at the Wharton School of Business, Unitieisi Pennsylvania in Philadelphia. He is a Full
Professor of Business Economics and Managemeraatdai University, the Rector’'s Representative
for the Presidency of the Sustainability Committea] Professor of “Accounting, Control, Corporate
and Real Estate Finance” at SDA Bocconi, wherestibe head of the Sustainability Lab of the CDR
— Claudio Dematté Research Division. He was thecttr of the Degree Course in Business
Administration and Management (CLEAM), the director CRESV - Centro di Ricerche su
Sostenibilita e Valore(Research Centre for Sustainability and Value), M&bservatory and
Observatory on Business Crisis and Restructuringaufconi University, with Bergamo University;
the Head of CSR Unit - "Business Ethics and Sdsile in Management"”, the director of MAGER -
Master in Sustainability, Green Management, Enengy CSR and for ten years the Chair of Social
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Entrepreneurship for the Management and TechnoDggartment. He has been working in the
Finance sector since 1990, holding various postatrfinance and non-finance companies. At present
he holds the following positions: Chairman of Br&dvisory S.p.A., Board Member of Banca Profilo
S.p.A. and Salini Costruttori S.p.A., Sole DirectdrFP S.r.l., Chairman of the Board of Statutory
Auditors of ePrice S.p.A., Regular Statutory Auditd Prima TV S.p.A., Europa Network S.r.l,
RA.MO S.r.l, Raccorderie Metalliche S.p.A. and GB Sapri S.p.A.; Judicial Liquidator of
Fondazione San Raffaele Monte Tabor and Specialndssioner of Infocontact S.r.l. (formerly
Prodi-bis). He is the author of a number of natiGarad international publications regarding finance

and strategy issues.

DANIELA SAvI

REGULAR STATUTORY AUDITOR
In office since May 2015

Belonging list: majority (Ministry of Economy and iRance)

Born in Piacenza on 13 January 1970. Appointed Redstatutory Auditor of Leonardo by the
Shareholders’ Meeting held on 11 May 2015. Graduate Economics at Bocconi University in
Milan. She is a Certified and Professional Publiccduntant and has gained her professional
experience as an advisor for tax and corporateessand in boards of statutory auditors, and as an
advisor in relation to plans for corporate reorgation and composition with creditors; an
independent expert providing certified opinions fteasibility studies dttestatorg; a Judicial
Commissioner, Administrator and Court-appointed dfk@t the Court of Piacenza. She is also the
author of papers and reports for articles on taxadactions. She is a teacher at the Centro di
Formazione Manageriale del Terziario (C.F.M.T.)r(8= Sector Managerial Training Centre) of
Manageritalia and is a spokeswoman in conferenoelSusiness crisis management. At present she
holds the following positions: Regular Statutoryditor of Rai Com S.p.A., Agustawestland S.p.A.,
Doppel Farmaceutici S.r.l.,, Pharmacontract EurogeAS Bluenergy Group S.p.A.; Sole Statutory
Auditor of Compagnia Generale Immobiliare S.r.lda@hairman of the Board of Statutory Auditors

of Brera Advisory S.p.A..

Independence

In compliance with the Corporate Governance Colle,Board of Statutory Auditors assesses the
requirements of independence of its members, ititktemeeting after the appointment, as well as on
a yearly basis on occasion of the preparationisfRleport.

Finally, the Board of Statutory Auditors assessddhe meeting of 27 February 2018) the continuity

of the requirements of independence of each Re@iktutory AuditorWith regard to the notion of

105



LEONARDO SPA CORPORATE GOVERNANCE REPORT- FINANCIAL YEAR 2017

independence of the Statutory Auditors, the Bodedu®ry Auditors followed the indications of the
Code regarding the concept of independence fobitestors.

Duties

In addition to the supervisory functions (pursu@narticle 149 of the Consolidated Law on Financial

Intermediation) already listed in paragraph 1 @ fReport, the Board of Statutory Auditors performs

the duties attributed to it (pursuant to article df9 egislative Decree no. 39/2010, as amended by

Legislative Decree no. 135/2016) in the capacitylaternal Control and Auditing Committee”. In

this capacity, the Board is appointed:

e to inform the governing body of the outcome of sketutory audit and send it the report drawn up
by the independent auditors in accordance with iegigle legislation (additional report)
supported by observations, if any;

* to monitor the financial reporting process and sitilawivice or suggestions having the purpose of
ensuring its integrity;

e to check the effectiveness of the internal qualitytrol and business risk management systems
and that of the internal audit system if applicalli#h respect to the financial reporting made by
the entity being audited, without encroaching sriritlependence;

e to monitor the statutory audits of the annual aadsolidated financial statements, also having
regard to any findings or conclusions of any qyattiecks that have been carried out by Consob
on the audit firm, if available;

e to satisfy itself of and monitor the independende tlee statutory independent auditors,
specifically as regards the adequacy of the pedana of services other than auditing;

e to take responsibility for the procedure followed arder to select the statutory independent
auditors and submit a reasoned proposal to theeBblglers’ Meeting as to the appointment
concerning the statutory audit of accounts (acogrthh the methods and within the time limits set

out in applicable regulations) and the determimatibrelated fees.

Furthermore, the Board of Statutory Auditor vesfiéghe correct application of the assessment
procedures and of the criteria adopted by the Bo&rDirectors to assess the independence of its
members; supervises the conformity with the prilespreported in the Consob Regulation of the
Procedure adopted by the Company regarding ReR#sty Transactions, as well as the relative
compliance, and reports to the Shareholders’ Mgetiraccordance with art. 2429, paragraph 2, of the
Italian Civil Code and art. 153 of the Consolidatedv on Financial Intermediation.

In particular, in this regard the Board of Statytéwuditors constantly supervises if the Company

correctly applies the existent procedures on thiteema
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Finally, Legislative Decree no. 254/2016 concermog-financial information has charged the control
body with the task to supervise compliance with grevisions laid down therein and to make
observations in the Annual Report to the Sharemsldéeeting.

The Statutory Auditors take part in the meetingshef Board of Directors; in this regard, they are
provided, at the same time as the Directors, wéhdocumentation on the issues on the agenda of the
Board, as well as with periodic information on thgislative and regulatory developments regarding
the Company and its corporate bodies. The Boar8&tafutory Auditors consults units within the
Company to obtain further information regarding treference legislative and self-regulation
framework.

In performing its work, the Board of Statutory Atais liaises with the Company’s organisational
units (in particular with the Group Internal Audikggal and Corporate Affairs and Compliance units),
the Independent Auditors, the Control and Risks @dtae, the Surveillance Body referred to in
Legislative Decree no. 231/2001 and with the Officecharge of financial reporting referred to in
Law no. 262/05. Specifically, the Board of Statytéwuditors — that constantly attends the meetirfgs o
the Control and Risks Committee - receives the ssary operational assistance for the performance
of its own auditing work from the Head of the Grdafernal Audit, obtains all the Audit Reports and
examines the Annual Audit Plan.

In the course of the financial year, the Board w@iti8ory Auditors plans meetings with the Boards of
Statutory Auditors of the companies that are diyeowwned or “strategic” (in order to allow a
profitable exchange of information with specifigaed to the corporate operations, the charactesisti
of the internal control and risk management sysdaaththe corporate organisation), as well as wigh th
Top Management of the Company and of directly-owmetbtrategic” companies.

The Board of Statutory Auditors meets the Surved&Body as per Legislative Decree no. 231/2001
periodically also with the purpose of obtaining th@ormation necessary for it to fulfil its
responsibility for overseeing the functioning otlasompliance with the Organisational Model and its
reviews.

Statutory Auditors also attend Shareholders’ Mggtiand, collectively or individually, Board of
Directors’ Internal Committee meetings.

The Board of Statutory Auditors’ meetings may bddhiey tele-conference or video-conference,
provided that all the participants may be identifiand are able to follow the discussion, to
simultaneously intervene in the discussion of #saiés dealt with, as well as to peruse the docsment
in real time.

As already reported in paragraph 4.3 above), tlu®ty Auditors take part, together with the
Directors, in induction actions aimed at encourggindeeper knowledge of the activities and of the

specific issues concerning the Group. Furthermoregrder to assist them in coming to a better
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knowledge of the scenario in which Finmeccanicaratgs and of its legislative and regulatory
framework, both the Auditors and the members ofBbard of Directors are specially informed and
updated regarding legislation and self-regulatioroider to help them in the performance of their
functions.

The Board of Statutory Auditors must report onsitpervision activity to the Shareholders’ Meeting
in the specific Report prepared pursuant to art3 % the Consolidated Law on Financial

Intermediation, which is published together wite #innual Financial Report.

Meetings

The Board of Statutory Auditors (pursuant to aeti2d04 of the Italian Civil Code) must meet atteas
every ninety daysDuring the 2017 financial year, the Board of StatytAuditors held no. 17
meetings, of an average duration of about 3 hddwsing the 2018 financial year, as at the date of
approval of this Report, no. 6 meetings had bedsh he

Below are reported the data concerning the presehtiee Statutory Auditors in the meetings of the
Board of Statutory Auditors, as well as in the rmegst of the Board of Directors, which were held in
the course of the 2017 financial year:

Attendance
Board of Statutory Auditors B.D.
Riccardo Raul Bauer 16/17 meetings 10/12 meetings
Niccolo’ Abriani 17/17 meetings 12/12 meetings
Luigi Corsi 16/17 meetings 12/12 meetings
Francesco Perrini 16/17 meetings 12/12 meetings
Daniela Savi 17/17 meetings 11/12 meetings

All absences were excused.

B.0.S.A. Average attendance at meetings

95% 94% 95%
0

2017 2016 2015
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Fees

With specific regard to the application criteriopt out in the latest edition of the Corporate
Governance Code for paying Statutory Auditors anlthsis of the commitment requested of them, the
importance of their roles and the size and sedttimeoenterprise, on 28 April 2016 the Shareholders
Meeting approved the proposal to raise the feestduthe Board of Statutory Auditors for the
remaining period of their term of office in theHigof the substantial increase in the Board’'s work
after the change in the Company’s size and fieldparations resulting from the launching of the One
Company project.

For detailed information on the remuneration paidrd) the 2017 financial year, for any reason and
in any form (including by subsidiaries and asse@sptto each member of the Board of Statutory
Auditors, reference should be made to the secoctibeeof the Remuneration Report, which is also
made available — within the time limits and in tmanners prescribed by law —on the Company’s

website.
Self-evaluation

During 2017 the Board of Statutory Auditors stastéat the first time, a self-evaluation process,
aimed at collecting opinions from the control boagmbers as to both the functioning and the
composition of the Board itself — taking accountlod entire three-year term of office of the segvin
body -, also in consideration of the thorough etrotuof the Board of Statutory Auditors’ role due t
charging the control body with new supervisory sapkescribed by the regulations in the most recent

years.
Thereasonghat led the Board to start a self-evaluation pssagere as follows:

v Establishing whether the control body operates icoaect and effective manner and has an

adequate composition;

v"ldentifying the main weaknesses, while promotirgcdssion within the Board and defining any

corrective action to be taken;

v" Urging the Statutory Auditors with professionalisto reflect on the more appropriate
improvement actions to be taken in the future om Wlasis of the perception of the Board's

performance during the past three-year period;
v Strengthening collaboration and trusted relatigmshietween individual members;

v" Encouraging active participation of each membesugng full awareness of the specific role

played by each of them and of related responséslit

v Create the basis for the preparation of Rules &ws®e the functioning of the body.
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To these considerations must be added the now iemhigxpiry of the term of office of the serving
Board, on the occasion of the approval of the 2Bliancial Statements on the part of the next
Shareholders’ Meeting that is being called; in tlegard, the self-evaluation results relating te th
Board composition may constitute a useful toolandur of those shareholders who will submit a list

for the appointment of the Board of Statutory Aadst

The self-evaluatiorwas performedwithin the control body on the basis of a colleetniscussion of
the findings of the analyses that were conductée. grocess was structured into various phases: a)

definition of aspects concerning the compositiod Amctioning of the Board of Statutory Auditors;

b) information gathering; ¢) data processing; dparration of the findings of the process, reporting
strengths and weaknesses; €) collective discusditindings and preparation of corrective measures
(if any). The various phases of the process weppated by the Secretary to the Board of Statutory
Auditors. Specifically, the Board members startedfiontation based, as the starting point of the
discussion, on a series of issues and questionsited in a questionnaire to all members, taking
account of the numerous current provisions laid mawprimary, subordinate and internal regulations

applicable to the control body with regard to botimposition and functioning.

The findings the evaluationsand thefinal remarksof the Board were discussed collectively and

afterwards consolidated in the “Final Report on f8daelf-Evaluation.”

There was general satisfaction regarding filnectioning of the control body and the general
contribution given by the Statutory Auditors, ata&ing account of the new supervisory duties that t
regulations assign to the control body and of thdraerdinary corporate development that
characterized the three-year period from 2015 tb72@uring which the serving Board and the other
corporate bodies of Leonardo operated, with a apresgt significant enlargement of the Company’s

scope of operations and of the functions and respiities of the Board of Statutory Auditors.

Specifically, the preparation of meetings and themptness in sending the related documentation
were considered to be adequate. A favourable apwis given on the frequency and duration of the
meetings, and the Statutory Auditors’ participatiees particularly active. After having found thiagt

audio-conference connection was not suitable tarersn adequate level of participation, comparable
to the physical presence at meetings, the Boarthe@eappropriate to limit the recourse to audio-

conference in exceptional cases.

The induction activity carried out during the thygsar period from 2015 to 2017 was considered to be
effective; in this regard the Board deemed appaderio further strengthen this activity by proviglin

for specific sections dedicated to IT security, iardepth analysis of the social and economic
environment of the countries in which Leonardo afes, and to the industrial operations performed

in the United Kingdom and in the United States afiegkica, as well as increasing the number of visits
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at the operating production sites. The role playgdhe Chairman of the Board of Statutory Auditors
was assessed as very satisfactory, specificallpoosting activities and expressing the required
leadership. There was great appreciation for their@ian’s initiative to distribute activities withihe

Board, appointing each Statutory Auditor to overaegpecific area of competence, thus allowing a

better analysis of the items on the agenda of tetimgs.

Further specific areas for improvement and excedleareas were identified by the Board and

collected in the abovementioned “Final Report omf8dSelf-Evaluation.”

For more details on theesults concerning the composition of the Board oStatutory Auditors,
reference should be made to the information ortmp’s diversity policy provided in paragraph 12

below.

12.DIVERSITY POLICIES (ART.1238IS, PARA. 2,LETT. D-BIS), TUF)

In compliance with the new rules in Legislative B no. 254/2016 and the new provision in Art.
123his, paragraph 2, lett. dis of the Consolidated Law on Financial Intermediatithe following is
detailed information regarding the policies thag thompany follows with regard to diversity in the

composition of its governance and control bodies.
Board of Directors
Leonardo’s Policy

Leonardo’s policy with regard to diversity in thevgrning body is a natural element in the structure
of the procedures faelf-evaluation of the functioning of the Board and its Committeesl of their
size and composition.

Thediversityfactor is a basic element in the self-evaluatiorcess, which contains a fundamentally

important study of the professional background.eeigmce and gender of each Director and of other
aspects including seniority in the position, the &ieing to endeavour to have the necessary range of
experience, skills and prospects among the mendb¢ie Board of Directors.

In order to outline the requirements for the conipms of an ideal Board, the findings of its self-
evaluation are afterwards transposed, at the eitd t#frm of office and shortly before a new Boi&rd
chosen by the Shareholders’ Meeting, itite outgoing Board’s Guidelines for the shareholder
regarding the qualitative and quantitative compasiof the new governing body.

As fully explained in paragraph 4.3 above (whosateots should be referred to for the detailed
methods of Board evaluation and its findings), -egtiluation is conducted annually by means of
effectively structured procedures following praeiovhich have been established in the Company for

some time.
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Leonardo’s policy naturally also includes the piphes, and the ways of putting them into practice,
laid down in legislation regardingender balance(Law no. 120/2011), adopted in the Company’s By-
Laws and already remarked on in connection with d@ppointment of the Board of Directors

(paragraph 4.1 of this Report).

Objectives
From the point of view ofubstantive purposes basically important is the objective referred to
above, which involves the identification of theraénts and requirements which assist in obtainiag th

optimum composition — and therefore the optimunreske@f diversity— within the new governing

body. To this end, in their Guidelines on the simel composition of the new Board of Directors for
the three-year period from 2017 to 2019, the ouigddoard expressly mentioned the objective of
combining various professional backgrounds, ackedgihg the importance for a body that is to
function well of complementary experiences andiskdined to diversity of gender, age bracket and
seniority in the position.

From the point of view ofime targets, this policy, by its very nature, is directly redd in terms of
timing to the task of the newly appointed Board &asesult of the outgoing Board’s Guidelines),
which, in its turn, is to undertake a new procesthieee-year self-evaluation process to be comglete

by handing down the next set of Guidelines.

Diversity aspects

When the governing body was last changed and @iiéeself-evaluation process, in its Guidelines the
outgoing Board weighed up and set out various raiitand requisites. These were experience and
expertise which were considered priority or impottactors to be presented as an organic whole, and
thus in terms of diversity, in the lists of candeta

The experience and expertise taken into considerasis the other skills required (educational and
professional background, seniority in the positiage, gender, international role/experience, are)

specified in detail in the document containing eh&aiidelines, which is published in the Corporate

Governance section of the Company’s website (20feholders’ Meeting area).

Among the factors and reasons at the basis ofdhisidns taken in its Guidelines the Board, among
other things, included a consideration of the clathgt has taken place in Leonardo and the way the
Group has evolved, an overall evaluation of theeegpce and expertise that candidates have gained,

the nature and complexity of the Group’s activigesl the particular features of its areas of bssine

Method of implementation
Taking the findings of the self-evaluation proceésto consideration and on the basis of the
suggestions made by the Nomination, GovernanceSaisthinability Committee, when the last two

governing bodies (2014-2016 and 2017-2019) wereewed, the outgoing Board set out its
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Guidelines for the shareholders regarding the sizand composition of the incoming Boardand
the types of managers and professionals whose nomese the governing body is deemed to be
desirable.

These Guidelines were made known to the sharelsoldeyood time before the various Shareholders’
Meetings were called to decide on the renewal efgbverning body by prompt publication on the
website and circulation as an enclosure to thedtgibry Reports.

In the development and procedures for the impleatemt of this Policy, a special role is entrusted t
the Nomination, Governance and Sustainability Committedparagraph 6 above should be referred
to for information on the responsibilities of tt@mmittee), whose attention to diversity issuea is
logical part of its duty of monitoring corporatevgonance evolution and best practice.

When its term of office draws near, the outgoinguiBlogives the Committee the preliminary opinions
and detailed information necessary in order to haoevn the prescribed Guidelines for the
shareholders in the light of the findings emerdimgn the qualitative and quantitative analysishad t
composition of the governing body.

The Independent Directors were also involved inghecess and expressed themselves in favour of

the preliminary observations and considerationandigg these Guidelines.

Results

As regards the outcome and state of implementatiothis policy, the set ofliversity aspects
(expertise, experience, age, seniority in the posih) reflected in the present governing body is
shown in the summary tables below.

In compliance with the targets suggested in thevedmoentioned Law no. 120/2011, the less

representedenderquota in the present Board of Directorsige-third of its members.

113



LEONARDO SPA CORPORATE GOVERNANCE REPORT- FINANCIAL YEAR 2017

Legal

PA/Government

Financials and Accounting 58%

Entrepeneurship

Experience in "Other Industry" 67%

International Experience 83%
Experience in Sustainability 25%
Experience in A&D Sector 75%
Academic 25%
Management 58%
J
Age Seniority

17%
25%
<50 years <1year
50-65 <4 years
" years m>5 years
>65 years

42%

Final remarks

On the basis of a preliminary study and the reconttagons of the Nomination, Governance and
Sustainability Committee, Leonardo’s Board of Dices took a favourable view of the process the
Company has started and its implementing instrusnant confirmed theoundness of the policy
regarding diversity in the composition of the Board and tiheation of its present three-year term

of office.

Having undertaken a new self-evaluation processhiffirst year of its term of office, the Boardllwi
then draw up any new preliminary instructions thegd to be taken into account and filled out during
the three years in the framework of Board evalumatigth a view to preparing the next set of
Guidelines for the shareholders at the end of teen.
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Board of Statutory Auditors

Leonardo’s Policy

Leonardo’s Policy concerning the Board of Statutéwditors is also structured within the self-
evaluation process that was started by the cobtdy during the 2017 financial year.

As detailed in paragraph 11 above (to which refegeshould be made for a specific description of
related objectivesand procedurel from the outcome of the process and from theal fremarks

submitted by the Board members as to its optimumpasition emerges thdiversityamong internal

members is one of the most significant featuregrasndoubted strength of the serving board.

In light of the entry into force of the new regudais under Legislative Decree no. 254/2016, the
Board's initiative to proceed with the self-evaioatwhich is a sweeping change with respect to the
Corporate Governance Code and the consegledinition of a diversity policy for the control body
aimed at identifying profiles and requirements ali¢ to promote an optimum composition of the
board, including in terms of diversity, was postivwelcomed by the Nomination, Governance and
Sustainability Committee and by the entire Boar®iéctors.

The policy was approved by the Board of Statutongifors on 23 January 2018 and then illustrated
to the Nomination, Governance and Sustainabilitym@ittee and to the Company’'s Board of

Directors, which approved and acknowledged it fier purposes of the inclusion in this Report.

Diversity aspects
Below are the mainliversity features that characterised the serving Board of Statutougifrs,
which may provide a useful tool to the shareholdarview of the incoming Board of Statutory
Auditors:
v the presence of diversifiegrofessional skillsto allow the expertise required to perform
supervisory duties to be added to in terms of cemphtary knowledge;
v" diversity in experience and seniority in order to promote a constructive debate in
considering the issues dealt with by the Board ftione to time;
v various age brackets also in connection with the various training bgckinds of each
Statutory Auditor;
v'an adequatgender balance between Board members, which can be fughlkanced by
strengthening the presence of the less repres@steder, including in the application of
specific regulations that provide for the Boar&composed by the less represented gender

for one third as from the next term of office (2€A@20).
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Final remarks
For the reasons illustrated above, the Board hesieée necessary for the Board of Statutory Auditors
to maintain an adequately diversified compositiwhile further strengthening gender balance, in the
future too.
With specific regard to professional skills, theaBwb has deemed it appropriate that, in selecting
candidates to the positions of Statutory Auditdreeonardo, particular importance be attached ¢o th
following profiles:

v/ statutory audit expertise;

v accounting expertise;

v'ability to oversee the adequacy and actual funtctgf the organisational structure, with
regard to risk management, internal audit and firdmeporting processes;
expertise in legal issues and international agre¢srend contracts;

expertise in reading and interpreting periodicahficial reports;

D NN

expertise in financial issues and non-recurringdagations;
v experience gained at companies listed on the Egckange.

Furthermore, in order to get a more in-depth kndgdeof the regulatory system of Leonardo and of
its business sectors, the Board has deemed it jaigoie for the Company to continue to take suitable
actions aimed at further enhancing the Board’s kedge of IT security and risk management issues,
as well as, in considering the specific featurethefsector in which the Company’s major production
and commercial activities are carried out, witherehce to the knowledge of Leonardo’s foreign
markets and related social and economic environnhethie opinion of the Board, the complementary
and cross-disciplinary features have been in fathér enhanced through a gradual strengthening of
the individual knowledge of the Group dynamicspads a result of the effective induction actions

taken by the Company.

13. INVESTOR RELATIONS

For some time there has been an organisationalirutiite Company which handles an ongoing and
professional relationship with shareholders in gainend institutional Investors. This unit had abtg
been transformed in 2016 in order to increase @ge@ge of ESG, Environmental, Social and
Governance themes and was further expanded in €ckili 7, bringing a new integrated centralised
office into being which combines responsibilities fExternal Relations, Communication, Italian
Institutional Affairs, Investor Relations and Susédoility so that it can convey Leonardo’s identity
and position to all its stakeholders in a cohesia@ner .

The main work of engagement with investors in gahisrcarried out developing the following theme

areas.
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Financial Disclosures

The organisational unit contributes to laying dawe Group’s financial disclosure strategy and gquit
story consistently with the strategic objectivesti® Industrial Plan. In continuous contact and
numbers of events, it helps the financial markebrder to learn more about Leonardo as regards
strategy, business, commercial and economic andndial prospects, as well as Corporate
Governance and ESG issues.

A particularly important part of this activity apeesentations to the financial market of the Indaist
Plan, as well as of annual, six-monthly and qubrtiémnancial results, also in conference call ad b
webcast, the Company Roadshows with the Group’sagement, the Deal Roadshows on the
occasion of extraordinary transactions and thestoreDay with site visits.

Each year, during the main shows for the sectotuding, alternatively, Farnborough (England) or Le
Bourget (France), meetings between groups of iovesind the Top ManagemenftLeonardo and of
the main Divisions are organised, proposing spegifesentations of the main products and systems

present at the airshow (product tour).
Credit Rating Agencies

The organisational unit is responsible for handlietations with the three Credit Rating Agencies
(Moody’s, Standard & Poor’s, Fitch) which have, tapthis time, awardetleonardo a credit rating
and a rating for its bonds.

Given the particular nature of relations with théggencies, individual meetings and conference calls
are arranged periodically in order to provide ditest details of the quarterly results, the econ@nd
financial outlook and transactions of significaricecredit rating purposes, in addition to meetiags

which the results for the year are examined, withgarticipation of the Leonardo Management.
Sustainable Responsible Investors and ESG (Enveotah) Social and Governance)

In addition to overseeing ESG issues, the orgdarsat unit draws up the Sustainability and
Innovation Report, conducts relations with the ER&ing Agencies and deals with the process of
admission to the main Sustainability and ESG indisa In addition to routine stakeholder
engagement work, the dialogue with SRI investors arzhanced during 2017 by means of attendance
at the first Sustainability Day, an event arranggdhe Italian Stock Exchange to support dialogue

concerning ESG and Sustainability issues betwesimésses and investors.
Shareholder Engagement

In consideration of a significantly increased pEptition of the international institutional investaat

the Leonardo’s Shareholders’ Meetings (Sharehofdeivism), the unit has responded promptly to
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this phenomenon with a strong commitment to Shddeihd=ngagement which meets their needs and

expectations and helps them to take an activepérese meetings.

Engagement work consists of arranging conferendks @nd special meetings with the main

institutional investors and proxy advisors not odlying the months leading up to the Shareholders’
Meeting but throughout the year. Discussions asmmptd on new scenarios, trends and regulations
which are also capable of having an impact on itemghe agenda of Shareholders’ Meetings and on

how investors vote.

The Head of the External Relations, Communicati@lian Institutional Affairs, Investor Relations
and Sustainability organisational unit is Raffadllaglini, who reports directly to the CEO — Chief

Executive Officer Alessandro Profumo.

Contacts
Tel +39 06 32473. 066

raffaella.luglini@leonardocompany.com

ir@leonardocompany.com

14. SHAREHOLDERS’ MEETINGS (Art. 123Dis, para. 2, lett. c), TUF)

Notice of call and disclosures to Shareholders

The Shareholders’ Meeting is the body through wisichreholders can play an active part in the life
of the Company, casting their votes according goptocedures and on the subjects prescribed by law
and by the Company’s By-Laws.

As required by section 12.2 of the Company’s By-katthe Shareholders’ Meeting is called at least
once a year to approve the Financial StatemenksnndB80 days of the close of the fiscal year.
Shareholders’ Meetings are called by means of i@epublished on the Company’s website (as well
as per extract printed in at least one nationdy cewspaper), containing the information requibgd
Art. 125bis of the Consolidated Law on Financial Intermediatiat least 30 days prior to the date set
for the Shareholders’ Meeting on first call, exciptany Shareholders’ Meetings called: i) to appoi
the members of the corporate bodies through thediing (for which the time limit is of 40 daysi)

to resolve on defence measures in the case ofeaotade bid (for which the time limit is of 15 days)
and iii) to resolve on capital decreases and tip@iagment and dismissal of liquidators (for whitle t
time limit is 21 days).

The Shareholders who represent, even togetherothigr Shareholders, at least a fortieth of theeshar
capital may make, within the time limits and acd@ogdto the procedures set out in article I26of

the Consolidated Law on Financial Intermediatiod anthe Company’s notice of call, additions to
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the list of issues to be discussed at the Sharetsl¥eeting or submit proposed resolutions on any
iIssues that are already on the agenda of the Sildes’ Meeting, specifying the related reasons. In
any case, the Shareholders will be entitled to sybegardless of the shareholding held by each of
them, proposed resolutions regarding the issuethemgenda in the course of the Shareholders’
Meeting.

In the calling, planning and management of thesntsy the focus has always been — also using
institutional means of online communicatieron encouraging as many Shareholders as podsible
attend Shareholders’ Meetings and on ensuringitf@mation is easily accessible and of the highest
standard of quality, in full compliance with thegtdations regarding price sensitive information and
the disclosure of “regulated information”.

A specific section of the website is dedicated e Corporate Governance of Leonardo. In this
section, in addition to this Report (with relatddtdrical archive) and the relevant documentatadh,
the relevant documents regarding the specific Slndders’ Meeting are promptly made available to
the public and are simultaneously filed as requltgdegulations; in particular, the Company takes
steps to publish — in an appropriate area thatidenaccessible directly from the website’s homepag
— the notice of call, the explanatory Reports & keeting’s agenda and any other documents to be
submitted to the Shareholders’ Meeting, proxy foemd information on the amount and composition
of the share capital, as well as any documentsviiiig the same Meeting (a summary report on
voting and minutes of the shareholders’ meeting).

The specific Corporate Governance section alsouded further relevant information, which is
promptly updated, concerning the Company whichirezesting for the shareholders: composition of
the corporate bodies amdrricula of the related members, disclosures on Internalibganinutes of

the Shareholders’ Meetings and of the Board of dmes meetings, the Company’s By-Laws and
other relevant corporate documentation, includimg Report. Moreover, in this section there are als
some specific areas with special information ancudtentation related to extraordinary transactions
carried out by the Company.

Furthermore, a specific chart has been prepareihwilustrates and summarises the Company’s
Corporate Governance system, in order to offenanview of the various corporate bodies, as well as
to report, for each of them, the related compasidmd place of each body within the corporate
governance structure.

Additional web sections of Leonardo’s institutionva¢bsite are dedicated to the information to be
provided to Investors (with specific areas dediddtethe approval of Financial Statements and ¢o th
related financial disclosures to the market, intigdlinks to access the related webcasts) and to

Sustainability issues.
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The Board of Directors also saw that Shareholdeesewgiven accurate and timely information
regarding the items on the agenda so that all 8blters could be in a position to be well informed
and have full knowledge of the facts involved inking the decisions for which the Shareholders’
Meeting is responsible.

The Board of Directors participate in the Sharebdtd Meetings. Specifically, the Chief Executive
Officer reports — also with the help of specifiegentations - on the activity carried out during th
financial year and on the Issuer’s future plansthat Shareholders’ Meeting called to approve the
Annual Financial Statements, providing any necgsdarification at the request of the shareholders.
10 out of 11 Directors attended the Meeting of 1&/N017.

The Shareholders’ Meeting is also attended by ttautry Auditors, as well as by the Group’s

Executives invited by the Chairman in relationhe tssues being discussed during the meeting.

Right of attendance and voting at the Shareholderd{leeting

Based on the Record Date mechanism, the righttéaciShareholders’ Meeting and vote is held by
those who communicate via an authorised financi@kdy that they hold shares of the Company seven
trading days prior to the date set for the Shadshrsl Meeting in first convocation.

Any notices given by the broker shall be receivedhe Company by the end of the third trading day
prior to the date set for the Shareholders’ Meetindirst call. Shareholders are entitled to spaadk
vote if their notices reach the Company after thevea time limit provided that it does so while the
meeting is still in progress.

Credit and debit entries in the broker's accounterathe Record Date are not relevant to the
entitlement to exercise voting rights at the Shalddrs’ Meeting.

The entitled persons can be represented by wrtery, which may be notified to the Company
pursuant to Law and By-Laws as indicated in theceotalling the Shareholders’ Meeting. The
Company provides the entitled persons with a priotyn for the participation in the individual
Shareholders’ Meetings.

Section 14 of the By-Laws also provides for the @any to be entitled to designate a common
representative for each Shareholders’ Meeting,ai.person to which the Shareholders may grant a
proxy with instructions on how to vote (which thentmon representative shall comply with) on all or
certain of the items on the agenda. Such proxy teggiven by the end of the second trading day
prior to the date set for the Shareholders’ Meetindirst call, and without incurring expenses.

There has been a Company-appointed shareholdgn®sentative to whom shareholders may give
proxies free of charge since the 2012 Shareholdégesting.

Finally, as required by article 12&F of the Consolidated Law on Financial Intermediatithe
Shareholders may also submit questions on thesssu¢he agenda before the Shareholders’ Meeting,

within the time limit (so-called cut-off date) aratcording to the procedures specified by the
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Company in the notice of call. The Company giveswaars during the Shareholders’ Meeting at the

latest; it may also do so on paper at the beginofrige Meeting.

Functioning and Competences

The Shareholders’ Meeting is held in ordinary artla®rdinary sessions and may pass resolutions on
all issues reserved to them by applicable lawsepmixéor the Board’s right to resolve (pursuant to
article 2365, paragraph 2, of the Italian Civil @aahd section 24.1 of the Company’s By-Laws) on
the issues specified in paragraph 4.3 above.

During Ordinary Shareholders’ Meetings, resolutians passed by an absolute majority of those in
attendance, with the exception of the matters fipdcunder section 22.3 of the By-Laws, for which
the favourable vote equal to at least three-founftthe capital represented at the Meeting is reglui
(section 16.5 of the By-Laws).

Extraordinary Shareholders’ Meetings also requieefavourable vote of at least three-fourths of the
capital represented in order for resolutions tesfasction 16.4 of the By-Laws).

The Shareholders’ Meeting is chaired by the Chairmfithe Board of Directors, who directs the
proceedings ensuring that discussions take placeeatty and that shareholders are enabled to
exercise their rights to speak and reply on eaxh dealt with.

With the purpose of setting out the appropriatecedores for ensuring meetings are conducted in an
orderly and constructive fashioighareholders’ Meeting Regulatiodmve been adopted by the
Company for some time, which define the main asp@tich as the right to take part in Meetings or to
be present at them, rules for debate, voting mathaatangements for voting operations, etc.) sb tha
the proceedings are properly conducted and theelsblalers are permitted to exercise their right to
speak on the items on the agenda.

In order to ensure that all Shareholders are abéxeércise this right, the Regulations contain spec
provisions concerning the manner in which requestspeak on the individual items on the agenda
should be presented, the maximum time Sharehokliersallowed to speak and the possibility of
asking to be allowed to speak again and to statethey will vote if they wish to do so.

The Regulations also contain provisions for spgoialers held by the Chairman that enable him to
settle conflicts among the persons attending thetinge or to prevent them from arising and to repres
abuse of any kind.

Furthermore, the Regulations exactly define prooesifor admittance to Shareholders’ Meeting
locations by those entitled to attend (Art. 4) abressly provide for procedures for addressing
Shareholders’ concerns prior to the Meeting (AD). ib keeping with the law in force.

These Regulations are always distributed to alr&taders whenever a meeting is held and may be

viewed in the Corporate Governance section of thaiany’s website.
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During 2017, there were significant changes inrtreket capitalisation of shares, arising from the
weakness of the relevant economic scenario, asawdibm the specific context of the Company.

It should be remembered that, as already repont¢is Report, the percentages envisaged in the By-
Laws as to the exercise of the rights protectingamiy Shareholders, in particular the ownership of
1% of the voting share capital required for themsisision of lists of candidates for the position of
Director or Statutory Auditor of the Company (sen8 18.3 and 28.3 of the Company’s By-Laws), is
actually corresponding to (as were in the coursehef prior financial year) the minimum share
identified by Consob.

The abovementioned By-Laws provisions also set dasrpreviously illustrated, specific procedures
aimed at ensuring, within the described ‘“list vgtiomechanism, the appointment of Directors and

Statutory Auditors drawn from minority lists.

15. ADDITIONAL CORPORATE GOVERNANCE PRACTICES (Art. 123-bis, para. 2, lett. a), TUF)
This paragraph provides information on the addélonrganisational measures and Governance
initiatives taken, in the implementation of the mleprocess of reorganising and strengthening the

Corporate Governance system that has been undefigthe Company for some time.

v' Evolution of the “One Company” organisational strudure

Leonardo has been run as a single businég3se-Company since 1 January 2016. It operates in the
A,D&S (Aerospace, Defence and Security) sectorshwat decentralised operational structure
consisting ofsevenbusinessDivisions (Helicopters Aircraft; Aerostructures Airborne & Space
SystemsLand & Naval Defence ElectronicBefence SystemSecurity & Information Systems

The One Company organisational structure was ajgead over four Sectors (Aeronautics,
Electronics, Defence and Security Systems; HelemsptSpace), belonging to the Corporate area,
whose duties are mainly to coordinate the Divisiand provide support on some specific transversal
topics.

During the process of transformation of the Grdihe, Sectors played an important part in ensuring
the continuity of business operations and helgegrtew divisional model to start up. Having come to
the conclusion that the tasks of the Sectors had hdly performed, during 2017 the governing body

decided that it was necessary to proceed with ltla@ges in Leonardo’s organisational and corporate

governance structure, in terms of streamlining singplification of the operational model.

Accordingly, on 28 June 2017 Leonardo’s Board afebiors — after having heard the Nomination,

Governance and Sustainability Committee - decidesuppress the Sectors as organisational parts of

the One Company structure at the same time comfgntine existing operational and Governance

system; the organisation of business operationssivaised out directly among the seven Divisions and
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the head office departments which are responsidnieéhfe Group’s strategy policy and the control

levers of the Group’s governance.

Among the changes made in Leonardo’s organisatisinatture during the year was the creation of

the following positions.

v" Chief Commercial OfficeCCO): the objective of this new position is toesigthen the Group’s
presence in the world by means of a more effedo@dination at head office level of the sales
activities of the Divisions, of regional operatiegmpanies and local subsidiaries, as well as
through the development of the Customer Suppore TEO is responsible for setting up
Leonardo’s organic commercial interface, smoothimg way for business development with a
special focus on the export market and fleshingGugtomer Support work in order to seize the
full potential of the market starting from custosigresent and future needs.

v' Chief People, Organization and Transformation @ifiCPOTQO): the objective of this new
position is to lead the transformation and digétation of the Group with an end-to-end approach,
through the development of human resources, presessd organisation, as well as with the
correct evolution of the platforms and IT applioas to support business; the CPOTO is also
responsible for the areas: Human Resources, Oajamisand Processes, Information and

Communication Technology (ICT) and TransformatiBrograms.

Finally, it should be noted that, again within fr@mework of the new governance structure adopted
during the year in question, the merger of theatliyeand wholly owned compan$IRIO PANEL
SpA by incorporation into Leonardo became effectivél{weffect from 1 January 2017); in particular
the merger decision responded to the need to éxpmiexpertise and know-how in various fields that
the company has acquired in a better structurgubcate framework.

Again with effect from 1 January 2017, the néwONARDO MW LIMITED also became fully
operational, the incorporation of which (during BP1alls within the scope of the reorganisation of
the Group’s core activities in Britain, combined ansingle entity capable of constituting, with its
7,100 employees in the United Kingdom, one of &ading British high technology companies. The
new company, whose name was inspired by the twodsr&Vestland (for helicopters) and Marconi
(for electronics), brings together the operatioh&gustaWestland Ltd, Selex ES Ltd, Finmeccanica
UK Ltd and DRS Technologies UK Ltd.

v Whistleblowing Guidelines

In the framework of the measures aimed at strengtbethe Group’'s Governance system, the
Whistleblowing Management Guidelineshich were approved by the Board of DirectordMarch
2015 (acting on the instructions expressed by thgp@ate Governance Committee in the Corporate
Governance Code — with particular reference toissaer companies belonging to the FTSE-MIB

index - in the latest edition of the Corporate Gaeace Code), define the process of handling these
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reports by either named or anonymous individuale iMicome aware of actions which are against the
law or the Group’s internal regulations.

The Guidelines have been fully applied since theyewssued and have been circulated both inside
and outside the Company in order to ensure thgtahe publicised to the greatest possible extent.

In this regard theWhistleblowing Committee, which has been established for this purpose —
composed of the Managers responsible for the osgaanal units of Group Internal Audit, Legal,
Corporate Affairs and Compliance, Security, Chiebple, Organization and Transformation Officer
and Chief Financial Officer — takes action for amd all reports concerning the Leonardo Group, in
the various phases of investigation, reporting mogitoring of the actions put in place to resolng a
anomalies that are detected.

Reports are handled through dedicated channelsiegsiine maximum degree of protection and

privacy for the whistleblowers.

v Anti-Corruption Code

In the meeting held on 21 April 2015 the CompamBdard of Directors approved thenti-Corruption
Code of the Finmeccanica Growmghich integrates the rules for preventing and tfigdh corruption
already in place in the Group; it is an organic aalderent system based on the principles of irftegri
and transparency whose purpose is to counter #ks f unlawful practices in the conduct of
corporate business and activities at any workinglland in any geographic area.

The Code is the strong measure that the Board éeigead] to take in order to complete the task of
boosting internal control safeguards, in accordamitle the relevant regulations and in line with the
highest international best practices in the sector.

Among the provisions in the Code is one which efeer a training programme whose aim is to
prevent the risk of corruption through annual sEssin which Personnel are instructed in the cdsten
of the Code.

v Corruption Prevention Coordination and Consulting Board

The Corruption Prevention Coordination and Consultirgailwas set up in 2014. It is composed of
Leonardo’s current Chairman, who in 2017 was githe responsibility for “overseeing the
implementation of the corporate governance rulesntegrity in corporate behaviour and fighting
corruption” and of thepro temporeChairmen of the Control and Risks Committee, tlwarll of
Statutory Auditors and the Surveillance Body as lpggislative Decree no. 231/2001 of Leonardo.
The Board is responsible for coordinating the efficesponsible for verifying compliance with the
applicable rules of conduct at Group level, anad a@gersees the application of the Anti-Corruption

Code, as well as any related proposals for it teebzewed or amended.
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v' Executive Committee

The Executive Committegvas formed on 1 July 2017. Its duty is to suppoetiiead of the Company

in forming the opinions and making the decisionswhbich he is responsible and to compare, marshal
and discuss business critical issues, in ordensure an effective and consistent implementation of
programmes and of any initiative of strategic intpoce to the development of the Group business.
Presided over by the Chief Executive Officer, thee@utive Committee is composed of the Heads of
Divisions; the Coordinator of the Group’s Spacevéets; the Chief Financial Officer; the Chief
Commercial Officer; the Group General Counsel;@éef People, Organization and Transformation
Officer; the Managers of head office units: StraegMarket and Business Development, Innovation
and Technology Governance, External Relations, Conication, Investor Relations and
Sustainability; the Chief Executive Officer of Lewdo Global Solutions; the Chief executive Officer
of Leonardo DRS; the Chief of Staff, whose dutiesta act as Technical Secretary and call, prepare
for and write the minutes of meetings.

According to the items for discussion, the Headstbér Group companies or the Heads responsible
for other organisational units of Leonardo S.p.aymlso be asked to attend meetings.

The Committee meets monthly or whenever exceptionapecial circumstances require a meeting to
be held.

v' Directive on the management of business negotiatisn

This Directive, which was issued on 30 March 2G&8s within the scope of a broader process aimed
at enhancing the principles of honesty and tramsuar, introduces a number of rules to be observed
by all persons involved in the key activities obguring goods and services for the Group and of
executing works, particularly by means of: a sébectof suppliers subject to the execution of
competitive tenders, except for some binding casésut in the Directive itself; the attention p&ad
ensuring that suppliers satisfy the requirementelidibility and integrity, without this constitat) a
hindrance to the widest possible participation lbtte operators in the market; the principle db jo
rotation for the personnel in charge of procurenanivities; the adoption of more stringent rules t
regulate the separation of powers; additional nmeasto protect an “ethical” and sustainable market
approach that is fully compliant with the legistetiin force, as well as with the guidelines laidvdo

in the Organisational, Management and Control Madgber Legislative Decree no. 231/2001 and the
Code of Ethics.

v" Code of Ethics
It is now some time since the Company consideretl ithwas not only desirable but necessary to
adopt a Code of Ethics to express the values wdiichose to whom it is addressed must abide by and

which, in the framework of the internal control amgk management system, constitutes a
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management tool for ethical conduct in business ameffective element in corporate strategy and
organisation.

Knowledge of and observance of the Code of Ethicsalbthose who do work for Leonardo are,
therefore, primary factors for the Company'’s traepcy and reputation and the Company therefore
commits itself to making the Code known to all #negth whom it has business dealings, expecting
such persons to make themselves acquainted witlulieein the Code and to respect them.

The Directors are responsible for implementing seviewing the Code of Ethics; the duty of those to
whom it applies is to report any failure to compligh it or apply it to the Surveillance Body purstia

to Legislative Decree no. 231/2001.

On 23 February 2017 Leonardo’s Board of Directgpraved the changes to the Code of Ethics,
adding provisions more specifically regarding Healhd safety at work and the environment (also in
the light of the recent legislation regarding edmes). The Board emphasised the importance tieat th
Company attaches to these themes and reinforcéb-falowing the adoption of the One Company
Operational Model - the specific provisions regagdthe safeguarding of the corporate assets, again
drawing attention to the concepts of truthfulnéstegrity and transparency in accounting, in firiahc
statements, in reports and in all other forms aiada@ommunication as fundamental principles in the
conduct of business. The updated version of thee@béEthics is available on the Company’s website,

in the specific section of Ethics and Compliance.

16. CONSIDERATIONS ON THE CHAIRMAN OF THE CORPORATE GOVERNANCE COMMITTEE 'S

LETTER OF 13DECEMBER 2017

In a letter of 13 December 2017 to the Chairmethefissuers’ Boards of Directors, the Chairman of
the Corporate Governance Committee drew on theiqatign of the 2017 Annual Report and of the
related Report on the application of the Corpofateernance Code, to stress some theme areas in
which there was room for improvement, urging an agwmed level of compliance with the
recommendations in the Code in these areas, bathtfie point of view of compliance and from that
of information quality. At the same time the Contedt requested the companies to draw the
recommendations that had been drawn up to thetiatteof their governing bodies and competent
Committees and to include their comments and repost action taken in the next Corporate

Governance Report

This letter, which the Company promptly forwardedhe Chairman of the Board of Directors, to the
Chief Executive Officer and to the Chairman of Bward of Statutory Auditors, as well as, according
to their respective responsibilities, to the Channof the Nomination, Governance and Sustainability
Committee and of the Remuneration Committee on Bteihber 2017, was examined and given

thought to by the governing body and by the abowvdimeed Committees; specifically, the
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abovementioned recommendations were also taken datsideration during the self-evaluation

process, as well as during the preparation ancappof this Report.

Leonardo’s Board of Directors, having noted thae¢ tBroup companies largely follow these
suggestions, confirm its commitment and constatentibn to monitoring compliance with the
recommendations in the Code both from the substpiint of view of organisational decisions and
governance solutions, including their evolutiondainom the point of view of the quality and
transparency of disclosures.

As has already been said in the Introduction, tlen@ittee’s recommendations and wishes are
expressly referred to and considered in the bodfisfdocument with respect to the information set
out on the different themes discussed, summarisdiki reference Table below, which also acts as an
easy guide to these themes.

As regards the matters that are more closely gblatéthe Group’s Remuneration Policy, in addition t
the information provided in this Report, referergteould be made to the Remuneration Report
prepared pursuant to Art. 128 of the Consolidated law on Financial Intermediatiohich is made
available within the time limits and in the mannpraescribed by law, after the related approvalien t

part of the Board of Directors.

DISCLOSURES BEFORE BOARD
MEETINGS

> Detailed information on the
timeliness and way of circulating
disclosures before Board meetings

> Instructions on compliance with
time limits

e Par. 4.4
- Information to the Board of
Directors

REMUNERATION PoLicy

> Claw-back clauses

e Par. 8

- Remuneration of Executive
Directors and Managers with
Strategic Responsibilities

Variable components
Termination indemnity

¢ Par. 8
Referral to the Remuneration
Report

NOMINATION COMMITTEE

» Establishment of the
Nomination, Governance and
Sustainability Committee

> Separate illustration of respective
functions and activities

e Par. 6
- Nomination, Governance and
Sustainability Committee

SUCCESSION PLANS

> B.0.D. evaluation

> Adoption of Crisis Management
procedures

e Par. 4.1
- Succession plans

INDEPENDENCE
ASSESSMENTS

> Assessment consistent with the
criteria set out in the Code.

* Par. 4.6
- Independence Assessment
- Meetings of Independent
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B.0.D SELF-EVALUATION

Specific disclosures on Directors
Independent Directors’ meetings
Structured procedures e Par. 4.3

Detailed information on the
methods of performance,
objectives, content and findings

- Board evaluation
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TABLE 1: INFORMATION ON THE SHAREHOLDER STRUCTURE

Significant stakes in the share capital

% of ownership

SHAREHOLDERS on the ordinary capital
and voting capital

Ministry of Economy and Finance 30.204
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TABLE 2: STRUCTURE OF THE BOARD OF DIRECTORS AND OF THE COMMITTEES

Nomination, Remuneration

Governance Committee
and HEX Scenarios

Sustainability Committee

Committee HEE
*kk

Analysis of
CTQENTEL

Board of Directors for the three-year period 2017-220
appointed by the Shareholders’ Meeting on 16 May 207

Control
and Risks
Committee ***

Attendan " Q " o . @ ” @
Date Independent Independent ce Other @ 2 @ 2 @ 2 @ 2
" i . Non- Cons. Law " o < o < o < o <
Position Members of first Executive executive Corp. Gov. on Fin BoD positions c « 2 IS « 2 I « 2 IS « 2
i . i *% (] [J] (] [J] (] [0) (] [
appointment Code . Intermed meitmgs 2 2 g 2 2 2 g 2
. Giovanni
Chairman DE GENNARO 04/07/2013 X 12/12 0
Chief Executive | Alessandro
Officer - PROEUMO 16/05/2017 X 717 0
Director Guido ALPA 15/05/2014 X X X 12/12 0 M 6/7 C 6/6
Director Luca BADER 16/05/2017 X X X 6/7 0 Mee 4/4 Mee 3/3
. Marina Elvira
Director CALDERONE 15/05/2014 11/12 0 M 6/6 M 8/9
Director and Lead Paolo
In_dependent CANTARELLA® 04/05/2011 X X X 12/12 1 C 77 M 3/3
Director
Director Marta DASSU’ 15/05/2014 X X X 12/12 2 M 6/6 C 4/4
Director Dario FRIGERI®’ 04/07/2013 X X X 12/12 3 M 5/6 C 9/9
Director Fabrizio LANDI 15/05/2014 X X X 12/12 3 M 717 M 4/4
Director Silvia MERLO"? 04/05/2011 X X X 12/12 3 M 717 M 3/4
Director Marina RUBIN[? 15/05/2014 X X X 12/12 1 M 6/6 M 9/9
. Antonino o 0o
Director TURICCHI 16/05/2017 717 3 M 3/3 M 5/5
Number of meetings held during 2017: BoD: 12 Control and Risks Nomination, Governance and | Remuneration Analysis of International Scenario
Committee:7 Sustainability Committeed Committee:9 Committee4
Quorum for presentation of lists for the appointment of tre BoD: 1% of the share capital with voting rights &Ordinary Shareholders’ Meeting
NOTES
a Director in charge of the internal control andk nisanagement system.
* All absences from BoD or Committees meetingseacrised.
*x This column contains the number of positions aedors or Statutory Auditors held by the direstserving in other companies listed on regulateckets: (in Italy and

abroad), and in finance houses, banks, insuramoeamies or major companies. The positions are itbestin full in the Report.

O Director appointed from a minority list.
Committee member since 16 May 2017.

oo

This column contains the position of the BoD membedhe Committee (C/Chairman, M/Member).
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TABLE 3: DIRECTORS WHO CEASED TO HOLD OFFICE DURING THE 2017FINANCIAL YEAR

Nomination
Governance Analvsis of
Control and Risks and Remuneration ys
. . " . International
Committee Sustainabili Committee .
Scenarios

Directors who ceased to hold office
*k%k *k%
ty Committee

Committee ek
*kk

Independent | Attenda g g § g
y Date of First Non- 'rgerpe':df”t Cons. Law | nce 4 g g 8 g 8 ¢ 8
Position Members Appointment | Executive | Executi Go?/c':%aanie on Fin. Board % = % = % = g =
ve Code Intermed. | meeting s g s g = g s g
S* * * * *
Chief Executive
Officer and Mauro
General ManagerMORETTI ) 15/05/2014 X 55
Director Alessandro 15/05/2014 X X X 5/5 M 3/4 M| 11
DE NICOLA
NOTES
* All absences from BoD or Committees meetingseaised.
*: This column contains the position of the BoD memih the Committee (C/Chairman, M/Member).
) In office until 16 May 2017.
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TABLE 4: STRUCTURE OF THE BOARD OF STATUTORY AUDITORS

Board of Statutory Auditors (three-year period 20152017)

appointed by the Shareholders’ Meeting of 11 May 2Ib

Independent

Attendance at the

Attendance at the

Number of other

Position Members Date of first appointment Corp. Gov. Code BoSA meetings ** | BoD meetings ** positigr:s held
Chairman Riccardo Raul 16/05/2012 X 16/17 10/12 1
Regular Auditor Niccolo ABRIANI * 16/05/2012 X 17/17 12/12 0
Regular Auditor Luigi CORSI 11/05/2015 X 16/17 12/12 0
Regular Auditor Francesco PERRINI 11/05/2015 X 16/17 12/12 1
Regular Auditor Daniela SAVI 11/05/2015 X 17/17 11/12 0
Alternate Auditor Maria Teresa CUOMC( 11/05/2015 - - - -
Alternate Auditor Stefano FIORINF 16/05/2012 - - - -

Number of meetings held during 2017: 17

Quorumfor presentation of lists for the appointment of tte Board of Statutory Auditors: 1% of the share capial with voting rights at
Ordinary Shareholders’ Meeting

NOTES

* Auditor appointed from a list submitted by the ority.

*x All absences from meetings are excused.

***  This column indicates the number of positions aditar (Art. 144terdecies para 1, Issuers’ Regulations) held in other issughe full list of governing and
control positions (Art. 144erdecies para, 2, Issuers’ Regulations) is published bpgob on its website pursuant to art. Itdaquiesdeciesf the Issuers’

Regulations.
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