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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 corppgovernance system and its shareholder structure.
The disclosure is prepared in compliance with tlwigions 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 Committediaail updated in July 2015.

The Corporate Governance Code can be found on tpo@te Governance Committee website

(http://www.borsaitaliana.it/comitato-corporate-gmva@nce/codice/2015clean.pdf

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

on the Company’s websitenNvw.leonardocompany.com

1. ISSUERPROFILE

The following is a brief Company profile; the suggent paragraphs of this Report should be referred
to for a more detailed view of Leonardo’s corporgt®/ernance structure, the main changes that
occurred during the 2016 financial year and theoacand measures taken to ensure the closest

adherence to the Corporate Governance Code.

Company organisation
The term “Corporate Governance” stands for theoSetiles and, from a more general point of view,
the corporate governance system that regulate dmagement 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 direateitie maximisation of value for shareholders,
control of business risk and the utmost transpgrenth respect to the market; it also seeks to ensu
the integrity and fairness of decision-making pssess.
The Company’'s Corporate Governance structure, wiichased on the traditional organisational
model, is consistent with the laws applicable sbelil issuers, as well as with the guidelines of the
Corporate Governance Code and is essentially ksvil
e SHAREHOLDERS' MEETING

The Shareholders’ Meeting has the power to pasguteans in ordinary and extraordinary sessions

on the matters reserved to it by law or under tix-8ns.
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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 appoirtgdthe Shareholders’ Meeting on 15 May
2014 for the three-year period 2014 — 2016.

COMMITTEES
The Board of Directors of Leonardo has establistiexl 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 Caule)
well as theAnalysis of International Scenarios Committdae Committees’ composition, duties
and operation are illustrated and regulated by gppate Rules approved by the Board of

Directors itself, in accordance with the guidelitedd down in the Code.

* BOARD OF STATUTORY AUDITORS

The Board of Statutory Auditors hasnter alia - the task of monitoring: a) compliance with the
law and by-laws and observance of the principlegppmper business administration; b) the
adequacy and effectiveness of the Company’s orgtmimal structure, internal control and risk
management system, as well as the administratideaanounting system, and also the latter’s
reliability as a means of accurately reporting bess operations; c) 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 tbsmliaries with regard to disclosures
prescribed by law. The current Board of Statutornydifors was appointed by the Shareholders’
Meeting on 11 May 2015 for the 2015-2017 term.

e 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 15 May 2014, pursuant to Art. 154-bis of the &idated Law on Financial Intermediation
and sections 25.4 and 25.5 of the Company’s By-l dkes Board of Directors confirmed Gian

10
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Piero Cutillo (the Company’s Chief Financial Offizen office from 14 June 2012, as the Officer

in charge of financial reporting until the expirfytbe term of office of the Board of Directors.

Objectives and corporate mission

Leonardo is a global company in the high technolsggtor and one of the major world operators in
the core sectors dferospace, Defence and Securithe Company is making efforts to strengthen and
increase its expertise in platforms, systems, seraul services and in its integration capacityraer

to create products and solutions which meet itsoousrs’ different requirements, including dual use
products and solutions, i.e. those which can Hesedi both in a military and civil framework, and i
all possible scenarios for its operations: land, sky, space and cyberspace.

Leonardo has offices and industrial facilitiesifteen countries, with particularly important induss

in Iltaly, the United Kingdom, the United States aRdland and has strategic collaboration
arrangements in the biggest high-potential markéte Group operates with the mission to be a
driving force of technological innovation, by demging competitive products and services which are
able to satisfy our clients demand and generatgeviar its Shareholders and all its stakeholders, i
addition to working out sustainability solutions Isyeady commitment to economic and social
progress and the protection of health and the enwient.

The Company has embarked on a radical processefvad and transformation with the objective of
strengthening its leadership and becoming more etitiyg on a global scale.

The Industrial Plan approved by Leonardo’s BoardDakctors lays down the outlines of a new
Company in a process which creates value for sbltets, customers and stakeholders.

The Group’s strategy is based on careful analyfsiseoexternal scenario and its competitive positio
in the various sectors of activity. This, with aaiked assessment of industrial processes, has i

determination of the new reorganisation and grqwtigramme.

One Company

On 1 January 2016 all the Group’s core businessgities in Aerospace, Defence and Security (A, D
& S) were combined in the ne@ne Company, a sole multi-divisional compathis was the end
point of a radical process of replacement of theviaus financial holding structure and of the Greup
transformation into an integrated operational itwdalsenterprise.

The Group’s hew Organisational and Operational Nodee into being by changing the Company’s
organisational structure and scope of operatiohese guidelines had been laid down by the Board of
Directors on 19 June 2014; for more detailed d@ales concerning the final execution and
implementation of th&roup’s new Organisational and Operational Modeference should be made

to paragraph 15.

11
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From Finmeccanica to Leonardo

The Shareholders’ Meeting held on 28 April 2016 rappd an amendment to section 1 of the
Company’s By-Laws according to which Finmeccanmaktthe new name company of “Leonardo —
Finmeccanica — Societa per azioni” until 31 Decen®@l6 and “Leonardo — Societa per azioni”
(“Leonardo S.p.a.” in an abbreviated form) witheetffrom 1 January 2017.

The change of name is the logical conclusion ofpitedound process of renewal which culminated in
the transformation from a financial holding to t@me Company, a single worldwide industrial
enterprise.

Not only did the One Company’s new Organisatiomal ®perational Model redesign the Company’s
structure in order to make it more compliant witle requirements of customers and the market, and
thus readier to carry on with its mission to creahkie for its stakeholders, but it also set iteeif to
make a profound change in its identity. In the phafsthe radical transformation of the Company and
the clear change in its role, objectives and pie®j the need was also felt for a new name tcessmt

it appropriately and indicate how it had changesl,aameaningful synthesis of the values which
characterise it and buttress its strategies. Theeh&onardqg chosen for its strong power of evocation
(a universal symbol of genius and creativity applie every field of inquiry), has at the same time
deep roots and a strong sense of the future: &anltéale of conquests in the fields of science,
research, development and technological innovagtements at the basis of the “new” Finmeccanica,

of its history and its industrial and entreprenalyourney.

2. INFORMATION ABOUT THE SHAREHOLDER STRUCTURE AT 15MARCH 2017(Art. 123-is,
para. 1, TUFTesto Unico della Finanz&ereinafter 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 thénamy and extraordinary meetings of the Company.
The Ministry for the Economy and Finance holds akstof about 30.204% in the share capital of
Leonardo.

At the date of the approval of this Report the Campowned 3,738,696 treasury shares, equal to
about 0.646% of the share capital.

12
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B) RESTRICTIONS ON SHARE TRANSFER (Art. 123his, 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 a#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 ofiragle 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 theubsidiaries, other than those which manage mutual
funds, sign, with third parties or otherwise, agneats relating to the exercise of voting rightsha
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@é 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 pafér, 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 theataGGovernment, 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 thermhs and according to the procedures set out in
Decree Law no. 21 of 15 March 2012, as amendedcanderted by Law no. 56 of 11 May 2012 and
related provisions. The above shall apply in otdeallow the Presidency of the Council of Ministers
to exercise the special powers (described in papdgb.1 below) envisaged in the abovementioned
regulations in the event of a threat of serious atgamo the essential interests of the nationalndefe

and security.

13
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C) MATERIAL SHAREHOLDINGS IN THE SHARE CAPITAL (Art. 123-bis, 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. 123bis, para. 1, lett.
d), TUF)

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

D.1)  SPECIAL POWERS OF THE GOVERNMENT

Law no. 56 of 11 May 2012, which converted Decresvlno. 21 of 15 March 2012, regulates the
special powers of the Government on the corpotatetsres in the sectors of the national defenck an
security, as well as the activities of strategipamtance in the sectors of energy, transportatih a
communication.

Decree no. 108 issued by the President of the Gloaohdinisters on 6 June 2014 identifies the
activities for the national defence and securitstem, including any key strategic activities, foe t
purposes of the exercise of the Government’s sppeigers referred to in the abovementioned Law.
In particular, the regulations governing specialvers provides, in the event of an actual thread of
serious damage to the essential interests of tienahdefence and security, for the Governmeiiteto
entitled to exercise the three special powers destibelow:

a) imposition of specific conditions relating toetlsecurity of procurement and information,
technology transfers, export control, in the casth® acquisition of stakes in companies that catry
activities of strategic importance for the defeand security sector;

b) veto on the adoption of resolutions passed byShareholders’ Meeting or of the governing
body of a company that carries out activities odtsigic importance for the defence and securitjosec
relating to extraordinary transactions or transensiof particular importance concerning mergers,
demergers, transfer of businesses or branchessoidss or of subsidiaries, transfer of the regster
office abroad, change in the corporate purpossptlison of the company, amendments to by-law
clauses that govern the Government’s special powrdisat may be adopted on limits on voting rights
(pursuant to article 2351, paragraph 3, of thealtaCivil Code), as well as assignments of rights
remor of use in relation to tangible or intangiblesets or undertaking of obligations that limit their
use;

c) opposition to the acquisition of stakes in a pany that carries out activities of strategic
importance for the defence and security sectorthan part of an entity other than the Italian

Government, an Italian public body or an entitytecolted by the latter, where the buyer holds aetak

14
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in the voting capital which is capable of affectihg interests of the national defence and sec{s#g
point B above). For this purpose, the stake helthibg parties with whom the buyer has entered into

a shareholders’ agreement is considered to bededlu

E) EMPLOYEE SHAREHOLDING : VOTING MECHANISM (Art. 123-bis, para. 1, lett. e), 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 persber than the beneficiaries of the plan. Forenor
details, reference should be made to the Informdliocuments prepared pursuant to Articlebizlef

the Issuers’ Regulation and available in the Cafso6Governancsection on the Company’s website.

F) VOTING RESTRICTIONS (Art. 123bis, para. 1, lett. f)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 proportionallpless 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 thegréred 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 shareholdgrgements as referred to in Art. 122 of the

Consolidated Law on Financial Intermediation, reigay the shares.

H) CLAUSES ON CHANGE OF CONTROL (Art. 123bis para. 1, lett. h), TUFAND BY-LAWS
PROVISIONS CONCERNING TAKEOVER BIDS (Arts. 104, para. ter and 104bis, para. 1, TUF)
Material agreements entered into by Leonardo osltssidiaries at 31 December 2016 (on the basis
of the notices received pursuant to Article 114ageaph 2, of 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.
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LEONARDO SPA

BNPP-BNL, BANCA INTESA
SANPAOLO, UNICREDIT

AGREEMENT FOR THE
GRANTING OF A
REVOLVING CREDIT LINE
AMOUNTING TO EUR02.0
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;SOCIETE
GENERALE;DEUTSCHE
BANK; 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
COUNTER-GUARANTOR

LEONARDO SPA

BAE SYSTEMSED AIRBUS
GROUP(FORMER EAD}

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
OF THEITALIAN CIVIL
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CODE OR IF THEI TALIAN
GOVERNMENT CEASES TO
HOLD AT LEAST 30%O0OF

THE SHARE CAPITAL OF
LEONARDO
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

* GENERALI +
CO- INSURERS

* XL CATLIN +
CO-INSURERS
*ALLIANZ +
CO-INSURERS

* SWISSRE+
CO-INSURERS

INSURANCE SCHEME FOR
DIRECTORS AND OFFICERS

THE INSURER WILL NOT BE
LIABLE FOR ANY LOSSES
ARISING FROM OR ARE
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

17




LEONARDO SPA

CORPORATE GOVERNANCE REPORT- FINANCIAL YEAR 2016

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

LEONARDO SPA

PUBLIC JOINT STOCK
COMPANY “AVIATION
HOLDING COMPANY
“SUKHO!"

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, 212,2064, 2068
HELICOPTERS AND SPARE
PARTS

TERMINATION OF THE
AGREEMENT IN CASE OF
TRANSFER OF OWNERSHIP
OF LEONARDO TO A THIRDE
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 CHA7C MODEL AND
SPARE PARTS

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

LEONARDO SPA
(FORMER AGUSTAWESTLAND

SPA

0JSC*OPK’ OBORONPROM
LLC “INTERNATIONAL
HELICOPTER PROGRAMS
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 OA 1
AW189SAR

RIGHT OF THE
COUNTERPARTY TO
WITHDRAW FROM
CONTRACT IN CASE OF A
CHANGE OF CONTROL OF
LEONARDO (RESULTING
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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

SECTION 20.40F 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
PROGRAMME

LEONARDO SPA
(FORMER ALENIA AERMACCHI

SPA

AIRBUS

AGREEMENT CONCERNING
THE SALE OF886 SERIES OF
SECTION14A OFA321
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
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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
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
5™ 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
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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 | 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
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
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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 CAE FLIGHT SOLUTION ROTORSIM USA LLC IN CASE OF A CHANGE OF
PHILADELPHIA CORPORATION USA INC. AGREEMENT 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
OF ITS STAKE IN
ROTORSIM USA LLC

ANSALDOBREDA SPA
AS A MEMBER OF THETREVI
CONSORTIUM

TREVI CONSORTIUM(IN
LIQ.), WHICH HAS A
LOCOMOTIVE SUPPLY
CONTRACT WITH
TRENITALIA SPA

BY-LAWS OF THE
TREVI CONSORTIUM

THE BY-LAWS OF THE
TREVI CONSORTIUM
STIPULATE THAT THE
SHAREHOLDERS MEETING
CAN DECIDE, BY
UNANIMOUS VOTE EXCEPT
FOR THE VOTE OF THE
CONSORTIUM MEMBER
TO EXCLUDE A MEMBER
OF THE CONSORTIUM IN
THE CASE OF THE
TRANSFER OF THE
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CONTROLLING INTEREST
OF THE CONSORTIUM
MEMBER ITSELF, UNLESS
SUCH TRANSFER TAKES
PLACE WITHIN
SUBSIDIARIES AND/OR
ASSOCIATES ORIN ANY
CASE, THE SAME
FINANCIAL GROUP TO
WHICH THE TRANSFEROR
BELONGS

LEONARDO MW LTD

NORTHROP GRUMMAN

“MISSILE COUNTER

TERMINATION OF THE

(FORMER SELEX ES L7)D MEASURE CONTRACT OR
(INFRARED)” ALTERNATIVELY A
CONTRACT 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
(FORMER SELEX ES LD 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 NO ASSIGNMENT IS
(FORMER SELEX ES LD AGREEMENT PERMITTED WITHOUT THE
ASSOCIATED WITH WRITTEN CONSENT OF
THELTEWPBID THE OTHER PARTY
TELESPAZIO SPA DLR GFR BY-LAWS FOR RIGHT OF THE
SPACEOPALGMBH SHAREHOLDER NOT
(50%TELESPAZIO SUBJECT TO A CHANGE IN
SPA; 50%DLR GFR), CONTROL, WITH THE
A COMPANY PRIOR AUTHORISATION OF

OPERATING IN THE
FIELD OF SATELLITE
SERVICES RELATING
TO THE GALILEO

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
° TO REPURCHASE
THE PROPERTY PLANT
AND EQUIPMENT AND
INTANGIBLE ASSETS
CONTRIBUTED BY ASITO
E-GEOS
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° 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.

DRS TECHNOLOGIES INC. AND ITS MECCANICA HOLDINGS LOAN AGREEMENT IN CASE OF CHANGE OF
SUBSIDIARIES USA CONTROL, DRS

(OWNED THROUGH MECCANICA TECHNOLOGIES IS
HOLDINGS USA INC) REQUIRED TO

IMMEDIATELY REPAY THE
LOAN IN FAVOUR OF
MECCANICA HOLDINGS
USA

As regards takeover bids, it should be pointedtbat the Company’s By-Laws do not provide for
exceptions to the provisions on the passivity wder Art. 104, paragraph 1-ter, of the Consolidate
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, paragrdpltetter 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 Dirgcreference is made to paragraph 4.1. below
herein.
As regards any amendments to the By-Laws, it shbeldchoted that they shall be approved by the
Shareholders’ Meeting pursuant to law and By-Laws.
However, under Section 24.1 of the By-Laws, therBaz Directors has the power to adapt the By-

Laws to legislative provisions. Under section 2@f 3he 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 #u®ption 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 28 April 2016 the Shareholders’ Meeting autretiz while revoking the previous authorisation
resolved for the purchase on 11 May 2015 - theiattoun and disposition of treasury shares serving
the present Inventive plans which were approvethbyShareholders’ Meeting held on 11 May 2015,
up to a maximum of 2,000,000 ordinary shares, fgesod — as to the purchase - of eighteenth
months from the date of the relevant resolutionyel as — as to the disposition of purchased share
within the time limits required for the implemerndteat of the Plans. The resolution provides that the
purchase may be made, in appropriately graduaéstdoy acquiring on the market, at a maximum and
minimum unit price which corresponds to the refegeprice observed on the Electronic Stock Market
on the day prior to purchase (more or less 5% Herrhaximum price and for the minimum price,
respectively).
The Company held 3,738,696 treasury shares, egjaddut 0.646% 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 criteria and principles of
the Corporate Governance Code, which the Compamplées with. This model has been subject to
subsequent amendments aimed at approving the cgtistra given by the Code from time to time,
which are incorporated in tH&ULES 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 latesiordof the Code (July 2015), which issuers are
requested to apply within the end of the 2016 famanyear (informing the market in this 2017
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Corporate Governance Report), the Board of Directtonfirmed its acceptance of the Corporate
Governance Code and pointed out that the corpg@ternance model of Leonardo is substantially
consistent with the new recommendations in the Goaktook,in line with the set time limits, the
appropriate alignment measures, resolving to makeeschanges to the Board regulations and to
those of Board Committees, as detailed in this Repoorder to tighten the compliance of the caotre
model with the Governance models in the Code. Thard@ also took the opportunity to consider
making further changes to these Regulations, stegéy practice and experience in their application
in addition to minor formal adjustments requiredaassult of changes which had taken place in the
Company’s organisational structure.

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

(http://www.borsaitaliana.it/comitato-corporate-gm@nce/codice/2015clean.pdf

The updated text of the Rules of Procedure maydmsiudted in the specific Corporate Governance

section of the Company’s website.

Neither Leonardo nor its subsidiaries with keytsgéc 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 wergreeed 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. 1234his, 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 number of members
and the length of their terms in office. Directarg 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 and by the outgoing Board of Direciorgrhich the candidates are to be numbered
consecutively. If the outgoing Board of Directotgbmiits a list of its own, this shall be filed withe

registered office of the Company at least 25 da&fsrk the date of the Meeting on first call, andlena
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public by the Company at least 21 days before #te df the Meeting, again on first call, accordiog
the procedures provided for by the regulation®icéd.

Lists submitted by Shareholders shall be filed i registered office at least 25 days beforaltte

of the Meeting on first call, and made public bg thompany at least 21 days before the date of the
Meeting, again on first call, according to the magres provided for by the regulations in forcee Th
time limits and procedures for submitting the liste specified by the Company in the notice of atll
the Shareholders’ Meeting.

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

Only Shareholders who, alone or together with o8teareholders, represent at least 1% of the voting
shares in the Ordinary Shareholders’ Meeting vallemtitled to submit lists, or such lesser numiser a
may be laid down by provisions of law or regulaipwhere applicable. By Resolution h8856 of

25 January 207, CONSOB identified the shareholding required tbrsit lists of candidates for the
election of governing and control bodies of Leowatd the extent of 1%, equal to the percentage
provided for in section 18.3 of the Company By-LaWmsorder to prove ownership of the number of
shares necessary for the submission of lists, 8blters must file appropriate certification, prayin
ownership of the number of shares represented, thighregistered office, within the time limit
prescribed for the publication of the lists by @empany.

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 of theetiteg, to specify, in the lists of candidates te th
position of Director, their eligibility to be quéied as “independent” directors pursuant to lawva#

as pursuant to Art. 3 of the aforementioned CodethErmore, all candidates 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 calhef Meeting, in order to permit a composition of the
Board of Directors that is consistent with the fatjans in force regarding the balance between
genders.

Together with each list, and within the time lirprescribed for the filing of such lists, declarasdy

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 regulatin force are met for their respective posgion

including any independence requirements as reqbiyedte By-Laws.
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The Directors appointed shall notify the Companyhaut delay of any loss of the abovementioned
independence requirements and honesty, as well e @mergence of grounds for ineligibility or
incompatibility.

Each party entitled to vote may vote for one liglyo

The Directors shall be elected as follows:

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 ole@ithe majority of votes cast, in the order inchhi
they appear in the list;

b) the remaining Directors will be drawn from thiber lists; for that purpose, the votes obtained by
these lists will then be divided by one, two, thes&l so on, depending on the gradual number of
Directors to be elected. The scores thus obtaihatl ke allocated progressively to the candidafes o
each of the various lists according to the ordexciéied therein. The scores thus allocated to the
candidates of the various lists shall be arranged single list in descending order. Those who have
obtained the highest scores will be elected.

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 electBitextor yet or that they have all elected the esam
number of Directors, the candidate will be eleatdabse list has obtained the highest number of votes
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 a sim@prity of votes will be elected,;

c) if, following the application of the procedurestribed above, the minimum number of independent
Directors required by the By-Laws has not been eqppd, the share of votes to be allocated to each
candidate in the various lists shall be calculaecbrding to the system indicated in letter b) dred
number of candidates necessary to ensure compliaitbethe provisions of the By-Laws, not yet
drawn from the lists pursuant to letters a) andalfjp meet the independence requirements and who
have obtained the highest scores shall be eleTtezke shall take the place of the non-independent
Directors who have been allocated the lowest scimethe event that the number of candidates does
not comply with the minimum of two independent Ris, the Shareholders' Meeting shall resolve,
with the majorities provided by law, to replace ttendidates who do not meet the independence
requirements and who have obtained the lowest score

c-bis) when the application of procedures a) andd&s not result in compliance with the regulations
governing gender equality, the quotient of votesallocate to each candidate from the lists is
calculated, dividing the number of votes obtaingdehch list by the ranking of each candidate; the

candidate from the more represented gender withotvest quotient of the candidates from all the
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lists is replaced, without prejudice to the minimaommber of independent Directors, by the person
belonging to the less represented gender choséi tfvé next highest ranking) in the same list &s th
replaced candidate. If candidates from differestslhave obtained the same quotient, the candidate
the list from which the greatest number of Direstdrave been taken will be replaced; or,
subordinately, the candidate from the list that dlaimined the lowest number of votes; or, if theego
are even, the candidate that has obtained fewéss 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 providegl law 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 Directors cease to hold offimasures will be taken pursuant to Art. 2386 of
the ltalian Civil Code. To replace the Directorsonmave ceased to hold office, the Shareholders’
Meeting shall resolve with the majorities providedlaw to appoint replacements from those on the
same list as that of the Directors who have cessduwld office, if previously unelected candidates
remain on this list. The Board of Directors carraeg the replacement, pursuant to Art. 2386 of the
Italian Civil Code, by appointing the replacementedtors on the basis of the same criteria asen th
previous period and in order to guarantee the poesef the minimum number of independent
Directors provided for by law and the Company’s [Baws as well as to comply with the regulations
in force regarding the balance between gendethbgifirst 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 accesgh® governing and control bodies of listed
companies and the relative by-laws provisions #pgly starting from the first renewal of governing
and control bodies after 12 August 2012 and forftlewing 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

first term of office, at least 1/5 (and at leas8 fér two following terms) of the members of the
governing and control bodies must represent themnrapresented gender. With regard to the Board
of Directors which currently holds office, appoidten 15 May 2014, the portion of the under-
represented gender is equal to 1/3 of the Boardisiners.

Succession plans

The Company’s Board of Directors has considereghjitropriate not to adopt a plan for the succession

of the executive Directors of Leonardo S.p.a.,rrefg this decision to the shareholders. On therwth
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hand, as subsequently reported with regard to tbek vof the Nomination, Governance and
Sustainability Committee (paragraph 6), the Boaad tonsidered the opportunity to establish, in the
absence of a succession plan, a procedure aimfediag any possible crisis management situation,

approved by the Board of Director on 16 March 2016.

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

The Shareholders’ Meeting of 15 May 2014 set thmber of the members of the Board of Directors
at 11. They will serve until the approval of the&icial Statements for the 2016 financial year.

The Board of Directors in office at the 2016 year-end and currently hajdoifice, is made up as

follows:
Giovanni De Gennaro(1) Chairman
Mauro Moretti (1) Chief Executive Officer and General Manager

Guido Alpa (1)

Marina Elvira Calderone (1)
Paolo Cantarella(2)

Marta Dassu (1)
Alessandro De Nicolg1)
Dario Frigerio (2)

Fabrizio Landi (1)

Silvia Merlo (2)

Marina Rubini (2)

(1) Director appointed from the list submitted by thajonity shareholder (Ministry of Economy and Fina)c
voted by 56.46% of the share capital representditeirshareholders’ Meeting.

(2) Director appointed from a list submitted by the anity shareholder (a group of asset management
companies and institutional investors), voted by)3% of the share capital represented in the Shhtets’
Meeting.

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

members serving as at the date of approval ofRkzort as well as the respective details in terins o

independence (in accordance with the Consolidated lon Financial Intermediation and the

Corporate Governance Code), membership in Comrsitiad length of service.

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

seniority in the position.

GIOVANNI DE GENNARO —CHAIRMAN
He was born in Reggio Calabria on 14 August 1948 hHs been the Chairman of Leonardo since 4

July 2013. He took a Degree in Law at the Univgrsit Rome “La Sapienza”. After fulfilling his
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national service obligations as a reserve officettlie Italian Army and a short period of work lae t
Italian Ministry of Finance, he entered the Minystif the Interior holding various positions as a
Public Security Officer (Funzionario di Pubblica Sicureza He spent most of his career in the
Public Security Administration until 1994, when kes appointed Prefetto di Prima classe
(Prefect). In 2000 he became Chief of the Poli€erector General of Public Security. In 2007 he was
appointed Head of the Ministerial Staff of the imid Affairs. During his mandate, because of the
exceptionally serious crisis related to the wagtpabal in Campania, the Italian Government assigne
Mr De Gennaro the temporary management of the emeygfor 120 days and appointed him
Extraordinary Commissioner. In 2008 he held thdtmwsof Director General of the Italian Security
Intelligence Department (DIS Bipartimento per le Informazioni per la Sicure}zavith the
additional task of implementing, from a regulatand organisational standpoint, the complex reform
of the intelligence services called for by the Ramkent in 2007. In 2012 he was appointed Under
Secretary to the lItalian Prime Minister's Officetlvipowers over the intelligence and security
services, by the Council of Ministers. As Governin@presentative he participated in the process of
approval, unanimously voted by the Parliament, rafther partial reform of the laws governing the
intelligence services, with particular regard te gensitive issue of the State Secret. In 2000d& w
bestowed the Knight of Grand CrosE€évaliere di Gran Croc® of the Order of Merit of the Italian

Republic. He is the Chairman of the Center for Anser Studies.

MAURO MORETT! — CHIEF EXECUTIVE OFFICER AND GENERAL M ANAGER

He was born in Rimini on 29 October 1953. He wasoaped Chief Executive Officer and General
Manager of Leonardo on 15 May 2014. He has graduatm laudein Electrical Engineering from
Bologna University in 1977. He started his careerl®78 after having won a competitive state
examination for management positions in the AzieAdtonoma Ferrovie dello Stato. Since then he
has held a number of positions in various busisessors and in various Ferrovie dello Stato Group
companies, where he was appointed Chief ExecutffieeDin 2006.

At present he is the President of ASD — AeroSpamk Refence Industries Association of Europe
(from March 2015), the Chairman of the ltaly-Jafgusiness Group (from September 2015), the
Honorary Chairman of AIAD - the Italian Aerospadgefence and Security Industries Federation
(from July 2014), as well as the President of tieHéoundation (from 2013). Among the honours
received, are that ofavaliere del Lavoro(2010) and theHonoris CausaDegree in Mechanical
Enginering at Cassino University (2005).

At present he is also a member of the General Gbah€onfindustria (from October 2006) and of
the Europe Technical Group of Confindustria (fromayM2012), a Member of the General Council of

the Rome and Lazio Region Association of Entreprendgfrom May 2015), the Chairman of the
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Research and Entrepreneurship Foundation (fromueepr2015) and a Member of the Governing
Council of the Leonardo Committee (from March 2016)

He also held an elective office in the Governingu@ol of Confindustria (2012-2014), and was Vice-
Chairman of the Rome and Lazio Region AssociatibrEntrepreneurs (2011-2012), the Vice-
Chairman of the Naples Association of Entreprené2@040-2014) and the Chairman of the Board of
Italian Railway Engineers (2004-2014). He also reeldumber of positions at an international level,
including the positions of Vice-Chairman of the UIGnion Internationale des Chemins de Fer
(International Union of Railways) (2009-2014), Ghaan of the European Management Committee of
UIC (2013-2014), Chairman of the CER, Community Edfiropean Railway and Infrastructure
Companies (2009-2013) and Co-Chairman of the ttdligyptian Business Council (2012-2014).

GUIDO ALPA —DIRECTOR

He was born in Ovada (Province of Alessandria) 6r\Ndvember 1947. He has been a Director of
Leonardo since 15 May 2014. He has graduated in fram Genoa University. He has been Full
Professor at the Faculty of Law at Genoa Univerg®yil law, Comparative private law and
Comparative legal systems). He has been Full Psofeat the Faculty of Law at La Sapienza
University in Rome since 1991 (Civil law and Corgtawe private law) and the director of the
Master's course in European Private Law since 26@&4has been a Visiting Professor at the School
of Law of Oregon University and at the UniversifyQalifornia (Berkeley), the University of London,
the International Faculty of Comparative Law in Mheim, Trento and Coimbra, the University of
Barcelona, the University of Granada and the Usiterof Oxford. He has also taught at the Malta
University Summer School, at the Summer Schoolhef Inhstitute of Advanced Legal Studies in
London, at the Summer School of the King's CollegeLondon. He has been a member of the
National Bar Association since 1995 and the Chairmfthis Association since May 2004. He is a
member of the Steering Committee of the Italiani#haktion Association, of the Steering Committee
of the Italian Comparative Law Association, of thegtional Steering Committee of the International
insurance law association and a member of the 8aeCommittee of “Bancaria” (the Italian
Bankers’ Association’s monthly magazine), as wallthe Chairman of the Italian Civil Lawyers.
Furthermore he is also a member of the Advisoryr€of the Institute of European Comparative
Law at the University of Oxford and has been a mamif the Board of Directors of the Cesar
Foundation. He has been the Chairman of the Usehasory Council and a board member of ISVAP
(the Italian Insurance Supervisory Authority). Hashbeen a member of the Board of Directors of
Banca Carige, the Chairman of Carige AssicuraZopiA. and Carige Vita Nuova S.p.A., as well as a
member of the Board of Directors of the Carige Flation and a member of the Board of Directors of
Grandi Navi Veloci S.p.A.
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He has received prestigious awards including thabhe Knight of Grand Cross Cavaliere di Gran
Crocé€) of the Order of Merit of the Italian Republic,night of the Equestrian Order of the Holy
Sepulchre (Cavaliere dell’Ordine Equestre del Santo Sepdlcamd Commander of the Order of St
Gregory the Great Commendatore dell'Ordine di San Gregorio Magndé-inally, he is the author of

a large number of publications.

MARINA ELVIRA CALDERONE —DIRECTOR

She was born in Bonorva (Province of Sassari) onJd§ 1965. She was appointed Director of
Leonardo by the Shareholders’ Meeting of 15 May403he has graduated in Management and
International Business Economics. She is a memitrecAssociation of Labour Consultan@rfline

dei Consulenti del Lavojand is expert in the management of industriati@hs and enhancement of
corporate human capital. She also provides advitansolvency proceedings. She has been the
Chairman of the National Labour Consultants Cousicite 2005. She has been the Chairman of the
European Labour Law Practice Association since 260@ has been the Chairman of the Permanent
Single Committee of Professional Associations andrBs since 2009. She is the author of papers and
articles, and participates in congresses, workshopseferences, parliamentary hearings and TV
programmes, in relation to labour and labour maaketlysis issues. Upon appointment by the Italian
Government, she has been a member of the Europsamoiic and Social Committee since October
2015. In December 2015 she was awarded the titlelafour Graduate in labour social issues
(Graduado Social de Honpifrom the General Council of Official Colleges $bcial Graduates of

Spain Consejo General de Colegios Oficiales de Gradu&msales de Espaijia

PAOLO CANTARELLA —DIRECTOR

He was born in Varallo Sesia (Vercelli) on 4 Decemb944. He was appointed Director of Leonardo
at the Shareholders’ Meeting of 4 May 2011 andrhamdate was renewed at the Shareholders’
Meeting of 15 May 2014. He has a degree in Mecl@iagineering from the Politecnico University
in Turin. He started his career as the General Mgandor 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 digisiand then as the Sales Manager of AGES S.p.A.
(components production). In 1980 he was appoingsis&nt to the Chief Executive Officer of Fiat
S.p.A., as well as head of the Interdivision IndaktCoordination 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 jofiatAuto 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 S\p Chairman of Fiat Auto S.p.A. and Chairman of
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IVECO B.V.. From 2000 to 2001, he was Chairman @A (European Automobile Manufacturers’
Association). In 1997 he was appointed Knight obduar Cavaliere del Lavorp He was a member
of the Managing Committee of Confindustria (theidta Federation of Industrialists) and a Member of
the Board of Directors of Mediobanca, HdP (holdocwgnmpany 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 FIA-€dération Internationale de I’Automobjle

MARTA DASSU’ —DIRECTOR

She was born in Milan on 8 March 1955. She was iapgd Director of Leonardo by the
Shareholders’ Meeting of 15 May 2014. She has gaduin Contemporary History from Florence
University. She has taught Sociology of InternagioRelations and International Journalism at La
Sapienza University in Rome and published vari@asags and books on international politics. She
has held the following positions: Director of CeSResearch Centre for International Politics) in
Rome from 1989 to 1999, Councillor for InternatibRelations for the Italian Prime Minister from
1998 to 2001, Councillor for the Presidency of Republic from 2004 to 2005, head responsible for
the Strategy Reflection Group of the Ministry ofr€ign Affairs from 2006 to 2007, Member of the
Scientific Committee of Confindustria (the Itali&®deration of Industrialists) from 2008 to 2011,
Director General for International Affairs at thesgen Institutén Italy from 2001 to 2011, Deputy
Minister for the Ministry of Foreign Affairs from@®1 to 2014. She is a member of the Board of
Directors of Trevi Finanziaria and of the Fondagidni Enrico Mattei (FEEM) foundation. She is a
leader writer folLa Stampaand the Director of the Aspenia magazine.

She currently holds the following positions: Seribirector of European Affairs at the Aspen Insgtut
and Chair of the Aspen Initiative for Europe; Vigeesident 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 Frendygion
d’Honneurof the French Republic in 2003.

ALESSANDRO DE NICOLA —DIRECTOR

He was born in Milan on 23 October 1961. He wasoagpd Director of Leonardo by the
Shareholders’ Meeting of 15 May 2014. He is a lawyho graduated in Law at the Milan Catholic
University “Universita Cattolica del Sacro Cuoréfe worked for the Nicoletti Law Firm from 1985
to 1987, for the Pavia — Ansaldo Law Firm from 19871988 and for the Carnelutti Law Firm from
1988 to 1989. He joined the Targa — Di Paco — Hagafchi Law Firm (the correspondent firm of

34



LEONARDO SPA CORPORATE GOVERNANCE REPORT- FINANCIAL YEAR 2016

KPMG Peat Marwick) from 1989 to 1992. He held tlosipon of National Directofor Legal Affairs

of SALT (the Law and Tax Firm of Ernst & Young) frn1992 to 2002. He held the position of
Managing Partner of the Italian Orrick firm offick®m 2003 to 2010, Partner responsible for the
European Corporate Department from 2006 to 2009ewie currently holds the position of Senior
Partner of the Italian offices and member of thamflmf Directors. He was a Member of the Scientific
Committee of Confindustria (the Italian Federatidrindustrialists) from 2002 to 2004 and a Member
of the Office of the President of the Council of niditers working group for the diffusion of
biotechnologies from 2003 to 2004. He was a Menalb¢gine Scientific Committee of ANIA (National
Association of Insurance Companies) from 2005 tb12Me has held various positions in companies
and associations: he was a member of the Boardireictors of Fiera Milano, of the Scientific
Institute for the study of Public Administratior, Ernst & Young Corporate Finance S.r.l. (1996-
1998), of Hiatus S.p.A. (Impregilo Group); from Bf 2002, of Bentos Assicurazioni S.p.A., of
Molmed S.p.A. (2008-2013), as well as an indepenhdeember of the Steering Committee of
Assogestioni (Italian Asset Management Associati@907-2013). He is currently a member of the
Scientific Committee of FeBAF (Bank, Insurance arithance Federation) and an independent
member of the board of directors of Amundi SGR.i$dalso the Chairman and a member of a number
of Supervisory Boards of leading Italian companié¢s.has been a Lecturer in Commercial Law since
2000 and, since 2011, a Lecturer in Comparativerigéss and European Law at Bocconi University in
Milan and Scientific Coordinator of the Master'suege in Commercial and Company Law at the
Sole 24 OreBusiness School.

He has been the President of the Adam Smith So@etyon-profit cultural association, a point of
reference in Italy for economic operators intemgsie studying and spreading market economy,
competition and free enterprise principles) fron93.9He is the author of books and other scientific
publications. He is a leader writer foa Repubblical’EspresscandIl Foglio and has written for a
number of other daily newspapers and for many wepkblications, includingl Sole 24 Ore ll

MondoandPanorama

DARIO FRIGERIO —DIRECTOR

He was born in Monza on 24 June 1962. He was afgabirector of Leonardo at the Shareholders’
Meeting of 4 July 2013, and his mandate was renatd¢de Shareholders’ Meeting of 15 May 2014.
He has a degree in Political Economy from the Bacddniversity in Milan. He started his
professional career in 1991 at Credito Italiano Bas 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 (Unicre@@troup). After a new reorganisation of the

Unicredit Group, in 2004 Mr Frigerio became in g®pf the Private Banking unit and was appointed

35



LEONARDO SPA CORPORATE GOVERNANCE REPORT- FINANCIAL YEAR 2016

Deputy General Manager of the UniCredit Group, assg also the role of Chief Executive Officer of
Unicredit Private Banking. He was also appointedmiber 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
Management business at international level. He laddd the chairmanship and vice-chairmanship of
various banks and asset management companiesyirattd abroad (such as Pioneer Global, Pioneer
Sgr, Activest Germany, Fineco, Xelion and Dat).wbs a member of the Supervisory Board of HVB
in Germany and Bank Austria in Austria. From 206®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 FondazioneaRidilano 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 Managememp@nies.

FABRIZIO LANDI - DIRECTOR

He was born in Siena on 20 August 1953. He was infgub Director of Leonardo by the
Shareholders’ Meeting of 15 May 2014. He graduaten Biomedical Engineering at the
Polytechnic Institute in Milan. In 1979 he started professional career in Miles Italia, a Bayeo@r
company, as a manager responsible for the LifenSeiénstruments division. In 1981 he joined the
Ansaldo Group in Genoa, as a Manager responsill¢héo Strategic Marketing in the biomedical
electronics sector. He was in managerial roles wdtfious responsible positions in Esaote from 1984
to January 2013, until he took on the post of Chiedcutive Officer and General Manager. In 2009 he
handled the ownership restructuring which deterdhittee Esaote Group’s present structure. After
having held various positions as Chairman and Biresf the Esaote Group companies, he has also
held the position of Member of the Boards of Dicestof some North-American and Asian companies
operating in the medical high tech sector. He imember of the Board of Directors of Menarini
Diagnostics, Firma and Silicon Biosystem that bgltmthe Menarini Group in Florence, as well as of
the Board of Directors of Banca CRF in Florence.

In 2015 he founded Panakes Partners, which opeestesn Asset Management Company in the
management of specialist Venture Capital fundsadwhich he is the Director. He is the president of
the TLS Foundation in Siena. He is a member oBibard of Confindustria (the Italian Federation of
Industrialists) in Florence, with delegated powdws start-ups, business networks and the
establishment of new companies and he is alsordgdent of the Pharmaceutical division. He is the
Vice-President of the Business Network Commit@engitato Reti d'Impregeaof Confindustria. He is
the Vice-President of the Research and EntreprehguFoundation. He collaborates with Italian and

foreign universities in the biomedical engineeringalthcare and business management areas.
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SILVIA MERLO —DIRECTOR

She was born in Cuneo on 28 July 1968. She wadrgpddirector of Leonardo by the Shareholders’
Meeting of 4 May 2011; her appointment was renelethe Shareholders’ Meeting of 15 May 2014.
She has graduated in Business Economics. She & Ekecutive Officer of Merlo S.p.A. Industria
Metalmeccanica. She holds positions in the BoafdBiectors of other companies in the Merlo
Group. She has been a member of the Board of Dieeind of the Control and Risk Committee of
Gruppo Editoriale L’Espresso S.p.A. since 2013. Bag been a member of the Board of Directors
and of the Appointment and Remuneration Committéd&g S.p.A. since 2015.

MARINA RUBINI —DIRECTOR

She was born in 1969. She was appointed Directtieohardo by the Shareholders’ Meeting of 15
May 2014. She is a lawyer who graduated in Lavhat‘Sacro Cuore” Catholic University of Milan
and obtained a postgraduate law degree (masteave$)Lwith honors at the Northwestern University
School of Law in Chicago (USA). She improved heofessional experience collaborating with
important law firms in ltaly and abroad, such asn8lli Erede in Brussels and Gianni, Origoni,
Grippo, Cappelli & Partners in Rome. Afterwardse started working for the Company and held
increasingly important positions: Manager respdasibr the Corporate Area within the Department
of Legal Affairs of Tamoil Italia S.p.A.; Managezsponsible for the Corporate, Compliance, Antitrust
and Commercial Contracts areas within the Departroériegal and Corporate Affairs of Bayer
S.p.A.; Head of Legal & Compliance Italy and South&urope Cluster of Novartis Vaccines and
Diagnostics S.r.l.. Currently, she is of counseghwhe DLA Piper law firm in Milan. She is a former
member of the Board of Directors of Banca MonteRkeschi di Siena S.p.A., while at present she is a
member of the Supervisory Boards of major compares curriculum was included in the database
“1000 Curricula Eccellenti (1000 excellent curricula) of the Bellisario Falation which comprises

the best curricula of women with excellent profesai profiles.

Size Of the Board Gender Diversity Independent Directors

82% 82%

36% 36%
11 11 11
73%
. .

2016 2015 2014 2016 2015 2014 2016 2015 2014

Attitude regarding the plurality of positions
The Directors of Leonardo accept their appointmemis remain in office because they believe that
they can dedicate the necessary time to the diligmmformance of their duties, taking into
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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 netsk of finance, banking or insurance companies or
of other major companies and of the related comsntimalso in the light of their participation ireth
Committees of the Board.

In this respect, the Leonardo Board of Directors Bapressed an opinion regarding the maximum
number of positions as director or statutory audhat is compatible with the efficient performarufe
the duties involved in a directorship with the Ca@myp, deeming that this number should be no higher
than five (5) positions in companies listed on tated markets, including foreign markets, or in
finance, banking or insurance companies or of othajor companies (article 1 of the Rules of
Procedure). Any positions held by the Leonardo &aes in companies either directly or indirectly
controlled by Leonardo S.p.a., or in which it hotatsequity interest, should not count for the pagso

of the calculation of the number of directorshipbe present 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 Dinexcon the basis of any recommendations put
forth by the Nomination, Governance and Sustaiitgllommittee.

Each year, the Board reviews and reports on theesentioned 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:

* Marta Dassu
Director of Trevi Finanziaria S.p.A
» Dario Frigerio
Deputy chairman of Fondazione Fiera Milano
Director ofPoste Vita 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.p.A.
e Silvia Merlo
Director of Gruppo Editoriale L’Espresso S.p.A.
Director of ERG S.p.A.

CEO of Merlo S.p.A. Industria Metalmeccanica
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4.3.ROLE OF THE BOARD OF DIRECTORS (Art. 1234bis, 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 apprdpri@r achieving the Company’s business purpose,

except for the acts reserved to the Shareholdeegtiig by law or the By-Laws.

The Board is also entitled, as required by se@#n of the By-Laws, to resolve on:

a)
b)
c)
d)

e)

the merger and demerger in the cases envisageiy |

the establishment or closure of sub-offices;

capital decreases in the case of withdrawal ofasrmaore shareholders;
bringing the By-Laws into line with regulatory pisions;

the transfer of the registered office in the nadiderritory.

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

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

competence:

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

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

3. 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 companileat have a shareholders’ equity of not less
than €mil. 200 on the basis of the last approvedritial statements;

4. designation, on proposal of the Chief Executiveid@ffand General Manager, of new Directors

with powers, or of Directors, Statutory Auditors lmdependent Auditors in directly-owned

joint-stock companies that have a shareholderstggfinot less than €mil. 200 on the basis of
the last approved financial statements;

the purchase, exchange or sale of real estateeardd 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 casestiaeh the Chief Executive Officer and General
Manager shall be authorised to exceed the abovie deporting such case to the Board of
Directors;

issuance of guarantees for amounts in excess ¢f 8bnper transaction;

the engagement, appointment and dismissal of eivesubr 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
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Chief Executive Officer and General Manager; thelois also entitled to assign consulting
engagements on a continuous basis for a duratiomoog than a year involving expenditure in
excess of €th. 250;

9. the acquisition of equity investments, also by ewséng option rights, except for transfers of
intergroup equity investments, without prejudicg#wagraph 14 below;

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

11. 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;

12. moving research and development work related teraef outside Italy;

13. transfer of equity investments in companies, alganeans of the exercise or the waiver of
option rights, contributions, usufruct, pledges alldother acts of disposal, including those
carried out within the framework of joint venturasas a result of compliance with restrictions
arising from the investments themselves;

14. vote in the shareholders’ meetings of subsidia@sspciates 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 Oivex 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).

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

The individual Directors may ask the Chairman teei issues on the agenda. Where the Chairman
deems it appropriate not to grant the requesthbesball 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 suitabénsure confidentiality and timeliness of the ealli

that allow to verify that the notice has been ree#j in cases of urgency, at the discretion of the

Chairman, the notice will be sent as promptly assjlide, according to the specific circumstances.
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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 identifeedl 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 indiablboard’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. In respef the actual participation of executives of the
Issuer in the Board meetings, it is to be noted, taring the 2016 financial year, the persons in
charge of the Leonardo 1-st level OrganisationaitdJand the Division Managers took part in the
Board of Directors’ meetings, upon invitation o€t@EQO, providing the required in-depth analyses on
the issues on the agenda within the sphere of thgjrective responsibilities

The operational practice that has been followedhHey Company for some time ensures that Board
meetings are held regularly, at least once a mdith.annual calendar of the meetings of the Board
relating to corporate events is communicated byGbmpany in the month of January of the related
financial year.

In the course of the 2016 financial year, the Boaed 11 times for an average of 3 hours per meeting
During this year, at 15 March 2017 no. 4 board’stimgs have already been held (compared to the
scheduled 9 meetings) including that held at tineesdate.

The following are the Directors’ attendance recdoithe meetings that took place during 2016:

Attendance

Giovanni De Gennaro
Mauro Moretti

Guido Alpa

Marina Elvira Calderone
Paolo Cantarella

Marta Dassu
Alessandro De Nicola
Dario Frigerio

Fabrizio Landi

Silvia Merlo

Marina Rubini

All absences were excused.

11 out of 11 meetings
11 out of 11 meetings
11 out of 11 meetings
10 out of 11 meetings
11 out of 11 meetings
11 out of 11 meetings
11 out of 11 meetings
11 out of 11 meetings
11 out of 11 meetings
11 out of 11 meetings

11 out of 11 meetings
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B.0.D.: Average attendance at the meetings

99%

I 95% 95%
2016 2015 2014

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 implementatfmriodically; 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 thaaynbe relevant to the medium- and long-term
sustainability of the issuer’s activity;

evaluates the adequacy of the general organisgtahinistrative and accounting structure of
the Company as well as of its key subsidiariesjnuaparticular attention to the internal audit
system and of the system for risk managing;

grants and revokes powers delegated to directecgpé 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, providedttis will be made at least on a quarterly
basis pursuant to section 24.2, last paragrapieoBy-Laws;

defines the Company’s policy governing the fees tdudirectors and executives with strategic
responsibilities, in accordance with the regulaionforce and with the Code;

decides, upon proposal of the Remuneration Comaittee 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 tealte attained with those envisaged;
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h)  resolves as to the transactions that are reseorethé 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 oithey 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 functionitigeoBoard itself and of its Committees;

)] in order to ensure the correct management of catponformation, adopts, as proposed by the
Chief Executive Officer and General Manager, a edore for the internal management and
external communication of documents and informationcerning the Company, with 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 @Guttee and following the periodical identification
of the main corporate risks supervised by the Darein charge of the internal control and risk
management system, at the meeting of 15 March 28&7Board of Directors provided — as well as
finally updated — the “Guidelines for the intermantrol and risk management system” so that the
main risks involving the Company and its subsidisriare correctly identified and adequately
measured, managed and monitored, also defininglegese of compatibility of these risks with the
management of the enterprise that is consistehttivé defined strategic 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 competisktNRanagement 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 15 March 2017 the Board
of Directors, on the basis of the opinion given thg Control and Risks Committee, found the
organisational, administrative and accounting stmecof the Company and of its key subsidiaries
adequate, efficient and actually functioning, wgpecific regard to the internal control and risk
management system

The Board has identified as strategic subsidiatese which are directly controlled and were so
defined based on the criteria established whengdtdd powers were assigned to the CEO and
General Manager and powers of the Board itself waaBned; 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, the 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 withettiost are already reserved for the Board purdoant

the By-Laws or on the occasion of the resolutia@ting 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 evaluatidre Board expresses its position to the
shareholders’ concerning the line that it intendstéake as regards the managers and other
professionals whose presence it deemed advisadflaelthe renewal of its term of office, also oa th
basis of the recommendation or opinions providedhieyNomination, Governance and Sustainability
Committee

With regard to the new instructions in the 2015 €adtshould be noted that the guidelines on thve ne
composition of the Board which were already setlyuthe Board members currently holding office
in view of the renewal of the governing body on tlagt of the next Shareholders’ Meeting (as well as
those outlined, on the occasion of the previousweh by the Board members holding office for the
three-year period from 2011 to 2013), take accaofirstuch profile and skills from both a managerial
and a professional perspective, as are required fihe new Directors. The guidelines on the size and
composition of the new Board of Directors for theeke-year period from 2017 to 2019, which were
promptly published in the Corporate Governancei@edaf the Company’s website, also accompany
the explanatory Reports to be provided by the Boattie next Shareholders’ Meeting.

The Nomination, Governance and Sustainability Comemiis entrusted with particular responsibility
in the Board evaluation process. The Committee tteepreliminary work for this process, especially
by drawing up proposals to the Board for the appoémt of a company specialised in the sector,
choosing the themes to be evaluated and laying dbe/procedures and setting the timeframe for the
procedure.

During the 2016 financial year the Board of Direstof Leonardo carried out its third evaluation of
the current mandate, which also represents — iardance with best practices — the twelfth one from
the first self-evaluation conducted with referemaehe 2005 financial year. The evaluation process
was conducted by making use of the professionaicsss rendered by a specialist consulting firm.
The assignment involved the appointment of the paddent firm of Crisci&Partners — Shareholders

and Board Consultingrl (Crisci&Partners), which had already assisteel Company in the self-
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evaluation process for the financial years 2014 201th, as well as in that relating to the three-yea

period from 2008 to 2010. The related relationswhie Company were only maintained in relation to

the self-evaluation and the governané¢he Board.

Crisci&Partners, which at present do not providelitmhal 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.

The self-evaluation was conducted on the basiad¥idual interviews, which were held between the

end of October and the beginning of December 20h& consultants personally interviewed the

Chairman, the Executive Director and all the otmembers of the Board of Leonardo, in addition to

the Chairman of the Board of Statutory Auditors aadhe Secretary to the Board, as privileged

observers. Any interview lasted between ninety ane hundred and twenty minutes on average. In
support of interviews, a document was used whick wdi@ided into two sections: a quantitative

section organised as a set of structured questigsialitative section consisting of issues aimed a

directing and further developing the interview. &ef the interviews, the consultants perused the

2015-2019 Industrial Plan (disclosed to the marlatd carried out a careful reading of the

documentation and the minutes provided by the Baadithe Committees, in order to become aware

of and conduct an in-depth analysis of the issusgtdvith, the various responsibilities and the
discussions held.

The questions and issues which were dealt witnduthe interviews were focused on various areas

concerning the composition and operation of ther8and of the Committees. The main aspects

being evaluated concerned the adequacy of theafimigpprofiles:

* professionalism, in terms of knowledge, experieand expertise, attributed to the Board as a
whole and to its individual Members;

e composition and balancing of positions held with Board;

* frequency and quality of induction meetings and phevision for succession plans for top
management positions reporting to the Executivedar;

e operation of the Board as a whole;

o performance of Board meeting proceedings from thiatpof view of frequency, items on the
agenda, duration, degree and procedures of atteadztnthe meetings, with specific regard to
relationships of trust, collaboration and interactexisting between the Board members;

* role of the Chairman of the Board; Executive Dioert

* information flows between the Board and its Comeeist

e composition, proceedings and quality of discusstwid by the individual Committees.
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At the end of the self-evaluation process, the Bestablished that it possesses balanced experience
expertise and knowledge required to perform itseaion and management duties; this was
particularly confirmed during the 2016 financialaydan year that was marked by an intense activity
aimed at implementing the corresponding part of Itidustrial Plan launched in 2015), when the
Board was called upon to analyse industrial, oiggtional, financial and legal issues, as well as to
carry out the related evaluation in terms of sgwatend risk profile and pass the related resolstion
The Board’s commitment also entailed further conéition of the acknowledgment and reliability of
specific individual skills.

The number of members and balancing between execudirectors and non-executive and
independent Directors (9 out of 11) was considéodek adequate, as was the gender diversity and the
composition in terms of seniority of service.

A patrticularly high appreciation was recorded tadgaboth the Chairman, who is largely perceived as
a person who is able to guarantee a correct oparafithe Board, and the Executive Director, fa th
acknowledged leadershipntrepreneurial skills, and the ability to propasebitious objectives and to
achieve results.

The Lead Independent Director, who is the promofeneetings of independent Directors only that
have allowed discussions to be held with betterremess, received the appreciation from Directors
for the interpretation of the role and the actiweolvement in the induction process.

The inductionactivity received a favourable opinion for havingight its guidelines into line with
the requirements of the reorganisation processrdirgpto the One Company model and its focus on a
portfolio of high technology industrial activitie¥he quantity and quality of information provideg b
the Executive Director during the Board meetindso avith the support of first-line managers, were
considered to be adequate for an improvement olvietge of businesand organizational issues on
an ongoing basis.

A full appreciation was also recorded for the wddne by the Committees — with the well-established
leadershipof their respective Chairmen and the strong coliatdee spirit of its members — both as
regards operations and as regards the qualitysafteesubmitted to the Board.

In 2016, which was a year of very intense operatidedicated to the actual implementation of the
reorganisation of the Company’s structure, the Boarembers also confirmed their unanimous
positive opinion concerning the operation of theaib The climate of collaboration and collective
work was further strengthened on the basis of tle@vledgment and appreciation of individual
skills and expertise. The attendance to the Boagétimgs during 2016 was almost always full,
reflecting the Directors’ commitment and dedicatiaith great flexibility in updating the agenda of
activities and timing relating to the actual opienaél requirements. The positive climate encouraged

high productivity on the part of the board members.
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Therefore the Board members gave a very favourapieion regarding the path the Company had
embarked on from 2014 and the stability gained ¢ivee in making use of the various competences
acquired.

Among the suggestions submitted, at the end opdiséive self-evaluation:

— appointing the Lead Independent Director to deswgith the support of the Secretary to the
Board, a modular first-induction system for new Bbammembers, aimed at ensuring a common
base of knowledge of the Company; subsequentlysdme Lead Independent Director may
specify other more advanced modules to meet thésnafandividual Directors;

— to consider the appropriateness of greater recotwmsexecutive information memoranda
accompanying complex operations;

— to consider an improved integration of the actidaken by the Analysis of International
Scenarios Committee, strengthening the connectith the competent functions within the
Company.

Finally, attention was paid to the role that canpbeyed by the Board (within which the gender

diversity is considered to be adequate) in ordeprmmote human resources management policies

suitable to foster training and growth of women agers inside Leonardo, with a view to holding

first-level top management positions.

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, in induction sessions in omdrelp them to properly familiarise themselves
with the manner in which the Company is organisedd this not only after their appointment but also
during their term of office and the business areatiich it operates - the corporate dynamics aeit th
evolution, the standards for the correct risk managnt as well as with the related legislative aifi s
regulatory framework.

In this regard, the Lead Independent Director,anstltation with the Chairman and Chief Executive
Officer and with the assistance of the Companyimpetent functions, took steps to draw up - for the
benefit of the Directors and the members of ther8oaf Statutory Auditors — a programme of
presentations which were given at meetings devtuetthe acquisition of deeper knowledge of the
Group’s activities and business. During the mandatetings were arranged with the Managements
of subsidiaries Selex ES, AgustaWestland and Aléx@amacchi, which now are Leonardo S.p.a.
Divisions, at which Leonardo’s activities, produatsd plans were described. The meetings were held
at the subsidiaries’ manufacturing sites and weflwed by guided tours of the factories during

which Directors and Statutory Auditors were givee ppportunity to acquaint themselves with the
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Group’s various processes and see demonstratiofiseofunctioning of the products and systems
concerned.

Directors and Statutory Auditors are normally irdito attend Top Management meetings with Group
executives at which the Chief Executive Officer &wheral Manager presents the Management with
the Group’s main plans, programmes and initiatives.

The members of the Board of Directors and of tharB@f Statutory Auditors have also been invited
to participate in the main international air shawthe aerospace and defence sector, which toak pla
in July 2016 (Farnborough international Air Shovg well as in other events organized by the
Company with the participation of the Company’s &rdup’s executives.

Furthermore, in particular during 2016 some memioérhe Board participated, at the Company’s
charge, in specific induction initiatives addressedhe Directors of listed companies and promoted
by Assogestioni (the Italian Investment Managenfegociation) and Assonime (the Association of
the Italian joint stock companies), about risk ngeemaent and Directors’ remuneration.

Finally, in order to promote better knowledge of tielevant business, legislative and self-regwator
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 DirectorsSaathitory Auditors, which is regularly updated.
Furthermore, on the occasion of the Board of DnextMeetings, periodic information reports are
prepared and distributed to the Directors and &iattAuditors on the most important legislative and

regulatory developments concerning the Companytt@dorporate bodies.

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, undertakitm 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

Chief Executive Officer and General Manager

On 3 November 2015 the Board of Directors confetethe Chief Executive Officer and General

Manager Mauro Moretti, without prejudice to theidstreserved to the Board of Directors, in addition
to being the legal representative of the Companggcicordance with the law and the By-Laws, having
signatory powers on behalf of the Company and lathie power to implement the resolutions of the
governing body, all the necessary powers and aigdt@ns to jointly manage the Company, its

branches of business and its subsidiaries andhfomtanagement of any and all interests held in

associated and investee companies, consistentty thét strategic guidelines identified by him and
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approved by the Board of Directors; authorities datbgated powers other than those granted by the
Board on 15 May 2014 at the time of the appointmetich are effective from 1 January 2016.
Delegated powers and authorities had to be realdcin order to implement the Group’s new
Organisational and Operational Model; for the ratgvcontents, reference should be made to
paragraph 15 below.

The Chief Executive Officer and General Manager beesn granted the powers required to perform
these duties, with some limits on their exercigeluding: €mil. 50 limit on the issue of guarantees
€mil. 50 limit on medium and long-term credit anebtfinancial transactions, and €mil. 200 limit on
settlement of agreements other than concerningutabsues, relating to each individual transaction.
We specify that, in compliance with the Corporatev€&nance Code requirements, there are no

situations of interlocking directorate.

Chairman of the Board of Directors

On 3 November 2015, the Board granted the Chaimhaime Company, Mr Giovanni De Gennaro, in
office since 4 July 2013, some powers concernirggitlitional Relationships - to be exercised in
coordination with the Chief Executive Officer - G Safety and Group Internal Audit, thus
confirming the powers granted to him on 15 May 2@i4he time of the appointment, in addition to
the authority as legal representative of the Com@antd signatory powers pursuant to law and to the

By-Laws.

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 Directm given satisfactory information in good tire s
that the Board can express itself in a properlgrimed manner regarding the matters submitted gor it
attention.

The Board of Directors of the Company, in its Rulgsecifies the methods whereby the Directors are
assured that the utmost fairness is observed hdtieiphase prior to the meeting whereby infornmatio
is supplied regarding the items on the agenda rigei procedures for conducting the meetings. The
Company has also adopted an internal procedureendpcific aim is to regulate the management of
information flows between its governing bodies mmpliance with the fundamental principles of
timeliness, completeness and confidentiality obinfation.

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

being resolved on.
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The abovementioned documentation is made availabdeich a way as to ensure, also by accessing
the relevant specific online platform (“Virtual A9, the necessary confidentiality and well in
advance of the date of the board’'s meeting, wischisually by the third day prior to that set foe th
meeting, except in urgent cases when the docun@mtatmade available 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 immediatelprpto that of the meeting, as well as ask for
clarification or additional information to help tineto 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.

The abovementioned deadline of three days for sgnthie information prior to the date of the
meeting has usually been respected during the diabgear in question, with exception to urgent
cases. In such cases, the information was in asg jgeovided in due time and in compliance with the
provisions of the Board of Directors Rules of Po@s and the matters on the agenda were the
object of specific, precise and adequate in-deptilyaes during the Board's meetings, also through
the IT support provided by the Heads of the Orgsiuaal Units and the provision of a full and
detailed documentation.

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

The Chief Executive Officer is also expected tovite 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 thdempntation of the resolutions passed by the Board.
This information is provided at the same time as periodic accounts (Annual, Half-Year and

Quarterly Reports) are submitted for the appro¥dhe Directors.

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

Executive Officer and General Manager Mauro Moretti

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
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degree of independence of its non-executive memhberthe first possible meeting after their
appointment. Their independence is reassesseddliy, on an annual basis, as well as upon the
occurrence of any circumstances that are relearnh@ependence purposes.

In assessing independence, the Board considensftirenation 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 aqgtiion criteria relating to the Company and regbrte
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 gatand 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 15 May 2014, as well as,
at a later time, at the time of the approval of 2045 and 2016 Corporate Governance Reports and
finally —in the current financial year — during tiheeeting held on 23 February 2017 (periodical
assessments).

As a result of the assessments carried out inagtenteeting referred to above, the Board confiriteed
previous assessments according to which all nootgxe Directors holding office (Guido Alpa,
Marina Elvira Calderone, Paolo Cantarella, Martasdda Alessandro De Nicola, Dario Frigerio,
Fabrizio Landi, Silvia Merlo and Marina Rubini) mi&e independence requirements pursuant to law
(article 148, paragraph 3, of the Consolidated loamFinancial Intermediation) and to the Corporate
Governance Code, except for the Chairman Mr De @&mnrin that he was “a prominent
representative” of the Company, in accordance thighCorporate Governance Code.

Therefore, the Company is largely in line with ihstruction laid down in the Code (as expressly
approved by the Board’s Rules of Procedure) whetjuires the issuers belonging to the FTSE-Mib
index to appoint at least one third of independrectors.

It should be noted that, at the time of the filofghe lists the abovementioned Independent Directo
pursuant to the Code, also declared that they mehtiependence requirements set out by law.

In its assessment pursuant to the Corporate Gaveendode, the Board of Directors has adopted the
same parameters and criteria specified in the abemtgoned Code and adopted in the Board's Rules
of Procedure. The Board of Statutory Auditors hasitpvely verified the correct application of the
assessment criteria and procedures adopted byorel Bvithout making objections.

In the assessment of independence and in the frarkesthe appraisal criteria specified in the Code

and adopted in the Board’s Rules of Procedureatter specifies as follows.
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“Prominent representative” is a term that indicates Chairman, the executive director or a director
duly empowered, the General Manager or Joint Gérdemager (of Leonardo or of any other
company contemplated by the Code).

Persons who are in a position to exercise “sigafficinfluence” 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 tigh the Company’s best interests, the significapice
the relationship and the likelihood of its affegtithe Director's independence. For some time,
however, the Board has adopted the annual remimeré&ir 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 paathorisation is required for appointing its mensbe
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 governtpevhich is a shareholder of Leonardo through the
Ministry for the Economy and Finance, the BoardDifectors appraises Directors’ past or present
employment by the Office of the Prime Minister, thinistry for the Economy and Finance, the
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 ye#inegiabsence of the other Directors. Meetings (othe
than and additional to those of the internal Coneei) are convened at the request of the Lead
Independent Director or by the other independereddors.

In 2016, the independent Directors met three tirimea|l cases as requested by the Lead Independent
Director and without the presence of the Chairnrath@hief Executive Officer and General Manager.
At these meetings the independent Directors coresideome questions related to the functioning of
the Board in general and the relationships with Gloenpany’s Top Management. Specifically, they
met some Company Executives in order to conducinadepth analysis, on a preliminary basis,
concerning the most significant aspects relatinthéodesign of an extraordinary strategic transacti

concerning the Space business.
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Independent Directors were also invited by the Nm@tion, Governance and Sustainability Committee
to express their observations and consideratiotiset@oard of Directors on a preliminary basistcas
the expected guidelines to be submitted to shadem®lconcerning the size and composition of the
new board.

Finally — and in general — the Board Committees @alap consult the other independent Directors for
any appropriate evaluation, where they also deeapgtropriate 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 15 May 2014, the
Board appointed in the same date the Director P@altarella as Lead Independent Director, with the
task of coordinating the requests and contributifsamn non-executive Directors and in particular

from independent Directors.

In this respect, the Rules of Procedure provideenein the absence of the specific situations
contemplated in the Corporate Governance Codesudoh power of appointment on the part of the
Board, with the abstention of the executive Dirextand in any case of the non-independent
Directors; it is also envisaged that in any cageBbard has to make this appointment in the event o
the Chairman being granted delegated operationaleg The Board has not granted delegated
operational powers to the Chairman: however (alsconsideration of the authorities granted to the
same) the Board considered it appropriate to applegnLead Independent Director.

The Lead Independent Director will serve througttbetterm 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 Stayutauditors to enhance their knowledge of the
Company, of the Group and of the corporate dyngmics

. convenes, independently or at the request of oBwmard 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 plagmif the Board’s works;

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

During the 2016 financial year the Lead Independiirgctor promoted and coordinated the work of

Independent Directors — described in paragraphab@e — and met the Chairman and the Chief
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Executive Officer to explain the needs expressethtgpendent Directors as to the organisation and
management of information flows between the Managerand the Board as regards specific issues.
Furthermore (as already reported as regards Bodtdtiion issues), the Lead Independent Director, in
agreement with the Chairman and the Chief Execu@iffecer and the support from the competent
corporate functions, took steps to prepare a pmogra of presentations, to the benefit of Directord a
Statutory Directors, carried out during meetingdicited to ensure a 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 specifiecrial procedural rules which ensure the utmost
fairness in managing corporate information, anlddimg as transparent as possible in its disclogares
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 relevardliiie framework governing the matter which
the Company accordingly transposed into its intemagulations regarding the treatment of privileged
information, this also in the light of current &t law in force for the time being, and into its

regulations regarding Internal Dealing and consefidisclosures to the market.

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 adophgrihe 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 andtwtefines principles, obligations of conduct
and information flows as to the processing of iasatdd 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 organisationatauand 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’samaps and external consultants.

In making the necessary modifications, the maireeispof the contents of the applicable legislative

framework were carefully established, also in oréerthe end of the process, to adopt the changes
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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.

Finally, the Company initiated the necessary Lfgbersons with access to privileged information and

is keeping it up to date in compliance with curnegulations.

Code of Internal Dealing

Within the scope of the procedures concerning agatpoinformation, the Board of Directors of
Leonardo has for some time been adopting the $péXifbE 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 2017, in orddranspose the changes into the relevant regulator
framework and the new contents of the European dtakkuse regulations.

The members of Leonardo’s Board of Directors ancrBoof Statutory Auditors, as well as the
persons filling the role of General Manager andiceff in charge of Financial Reporting in the
Company are considered as Key Persons.

Periods during which Key Persons may nhot carnytransactions (blackout periods) are prescribed. In
issuing the instructions for the implementationtbé& new rules in the Company, the Board of
Directors deemed it advisable to extend the blackeith 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 traimsec within 30 calendar days of the
announcement of the interim results for each adoogiperiod in the year (31 March, 30 June, 30
September, 31 December) and until the relativesprdease has been circulated.

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 thag¢gloot reach €5,000 by the end of the same calendar
year. After the minimum limit has been reached, tlogification obligation will apply for each
subsequent transaction during the year even iutheunt is lower.

In order to ensure that the rules are correcthfiegypthe Code also provides for specific inforroati
flows and procedures to ensure that “Key Persores’hade aware of their obligations promptly and

are provided with the help necessary to fulfil them
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Leonardo promptly publishes the information in ©@rporate Governance section on its website, in
the specific Market Abuse/Internal Dealing areaerehthe updated text of the abovementioned Code

is also promptly made available.

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 speciffROCEDURE FORRELATED PARTIES TRANSACTIONS'
(hereinafter referred to as “the Procedure”), afieving received the unanimous favourable opinion
by the Procedures Committee, which is only compostdndependent Directors and has been
specifically established for the purposes of tleuésof an opinion concerning the approval of the
Procedure and related changes.

At the same time the Control and Risks Committeenferly the Internal Control Committee) was
appointed to also act as the Committee for RelRtgtles 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 its subsidigrio that end, through the Procedure, the Company
took steps to determine the criteria and methods identifying related parties (identified in
accordance with the Consob Regulation), as wellthas quantitative criteria for identifying
transactions of greater or lesser “importance”, amddefine the procedures for examining and
approving such transactions, identifying specifites for cases in which the Company examines or
approves transactions entered into by its subsidiaas well as to establish the procedures fotingee
the disclosure requirements related to the regihhe. same Procedure also applies as instructions
given by Leonardo to its subsidiaries pursuantitiick 114, paragraph 2, of the Consolidated Law on
Financial Intermediation, together with the operaél provisions laid down within the related
execution.

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

It also established the quantitative criteria ft@ritifying so-called “minor” transactions, whictearot
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 admintistnaand control bodies or executives with strategi
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,
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also in light of the application practice. The wlet 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 Comneitéess specified below).

The Procedure underwent a first revision on 13 Bée 2011 in order to take account of certain
formal adjustments due to the changed organisdtsineacture of the Company.

In November 2013 the Board of Directors startedfitts¢ 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 dbek@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#tk time of the first implementation of the rile

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 “RelRidies”;

* 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 lepgtstandard 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 rematieer and financial benefits, o Directors,
Statutory Auditors and to any other executives witfategic 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. Particularly, atten should be paid to the inclusion of the Division
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Managers as Managers with Strategic ResponsiBiljaed their consequent inclusion in the category
of Related Parties), as well as the specific ingolent of the Organisational Units of both the
Corporate Center and the Divisions in the inforomatnd operational flows established with regard to
the Transactions effected directly by Leonardo.nTtiee Company made the necessary changes to
provisions in internal procedures in order to eaghat the rules are also applied at Division level
Finally, the Board of Directors started the secpadodic review in November 2016. The outcome of
this was that in view of the continual substantl@nges that had been made to the Procedure and the
overall correctness and effectiveness of its cdaatdraving obtained the endorsement of the Control
and Risks Committee it decided to make some mdoemal changes, mainly directed at adopting the
new Company name which came into effect on 1 Jgn@@d7 and rephrasing the definition of
Organo competente a deliberaféCorporate body authorised to pass resolutioms™rder to align
the definition with the present organisational ctive.

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 observaame 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 Boaralvide for the duty of the Directors to promptiyda
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 BoarDidéctors forms Committees with at least three
members whose duty is to support the Board in paifay its role. Each Committee’s exact tasks are
established by a resolution of the Board whenfbismed and may be afterwards added to or amended
by the Board; this may also be done when their Rale approved by the Board. These Rules lay
down the procedures for the functioning of the Cattams according to the duties assigned to them.
The Rules also allow the Committees to submit psafsoto the Board for amendments to the Rules
themselves and to the procedures for their funictgpn

Committee meetings are minuted and the Chairmasaci Committee reports on their resolutions at

the next possible Board of Directors meeting.
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In compliance with the instructions laid down iretiCorporate Governance Code, the Board of
Directors has established the following Internaln@attees with fact-finding and consultative
functions: theControl and Risks Committegdhe Remuneration Committeand the Nomination,
Governance and Sustainability Committee

As regards their functions, work and compositi@ference should be made to what is reported in
details below.

In full compliance with the recommendations of f@ede, only Non-Executive and Independent
Directors serve on these Committees.

On 19 June 2014 the Board also established (tagephe previous Strategy Committee) Almalysis

of International Scenarios Committee

The Committee is made up as follows:

ANALYSIS OF INTERNATIONAL SCENARIOS COMMITTEE Attendance

Marta Dassu—Chairman 3 out of 3meetings
Alessandro De Nicola 3 out of 3meetings
Fabrizio Landi 2 out of 3meetings
Silvia Merlo 2 out of 3meetings

The Analysis of International Scenarios Committell I8 meetings during the 2016 financial year, as
well as, at the date of the approval of this Repudt one time in the current 2017 financial y&4e
Committee meetings, which last 1 hour on the awsrage always preceded by preparatory meetings
(pre-Committee, aimed to deepen items under dismuswith the contribution of established
international and Italian outside experts. At thesetings were invited - in addition to the members
of the Committee - also the other Directors.

The overall target is to discuss challenges reladeithe evolution of a global and volatile than reve
framework, creating among the Directors a shar@atégic culture”.

The duty of the Committee is in fact to provide,support of the work conducted by the Board of
Directors, detailed and targeted studies of mapmoatunities and geopolitical risks significant the
definition of the Company’s and Group’s strategitdglines set out by the Chief Executive Officer

and General Manager.

Summary of activities carried out

During the abovementioned meetings, the Commitpeeifically examined, the Cyber Security issue
as a new frontier of technological development,hwépecific regard to strategic and business
challenges: the Oil & Gas sector, its developmeitésfuture evolution and the major impacts on

various business sectors of Leonardo; the evolutidhe European Defence in the period after Brexit
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key theme for Leonardo, given the consolidatiorspeets of the European Defence market as well as
the significant Group’s presence in Great Britain.

The Committee examined the impact of the new US iAthtmation’s policy regarding the Defence
industry at the first meeting held in 2017.

As for all the other Committees established byBbard, the work of the Committee for the Analysis
of International Scenarios is governed by spediides of procedureapproved by the Board of
Directors (available in the Corporate Governanatice of the Company’s website), and which lay
down the functioning procedures for their differdaties.

Committee meetings are attended by the ChairmatheofBoard of Statutory Auditors or another
Auditor designated by the Chairman; the Chairmanhef Board of Directors, the Chief Executive
Officer and General Manager and the other membktheoBoard of Statutory Auditors may also
attend;other persons may attend at the invitation of tben@ittee through its Chairman according to
the items on the agenda, including other membetseoBoard, as well as employees working for the
Company or Group companies.

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.

6. NOMINATION , GOVERNANCE AND SUSTAINABILITY COMMITTEE

In December 2013, the Company’s Board of Direcestablished the Nomination Committee, and
subsequently it updated its composition followihg appointment of the new board of directors.

In September 2016, following the recommendatiorthénnew Corporate Governance Code (which is
addressed at FTSE-MIB companies in particular) @wsidering that this was a good opportunity to
give a Board Committee sustainability oversight clions, 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. Whileimetg its previous responsibilities and composition
this Committee is now the Nomination, Governana® &ustainability Committee.

The Committee, more than meeting the recommendatainthe Code (which require, as to the
Nomination Committee, to have at least a majorityhoee independent members), is composed of
five Directors who are all non-executive and indegent.

The Committee met 6 times during the 2016 finangalr (the average duration of the meetings was 1
hour and 30 minutes). In the current 2017 finang&dr and until the approval of this Report, there

was three meeting of the Committee.
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NOMINATION , GOVERNANCE AND SUSTAINABILITY COMMITTEE Attendance

Guido Alpa —Chairman (Independent Member) 6 out of 6 meetings
Marina Elvira Calderone (Independent Member) 6 out of 6 meetings
Marta Dassu (Independent Member) 6 out of 6 meetings
Dario Frigerio (Independent Member) 5 out of 6 meetings
Marina Rubini (Independent Member) 6 out of 6 meetings

N.G.S.C.: Average attendance at meetings

100%
97%

2016 2015 2014

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 responsibiliiescerning sustainability and corporate governance,

the Committee is responsible for putting forwar@pmsals and providing advice with the aim to

support the Board of Directors in the assessmandsdacisions concerning the size and composition
of the Board itself, or as to the number of appuoants that is compatible with the position of Dicgc

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

Specifically, pursuant to the related Rules of Bdares, the Committee is tasked with the following

duties:

* preparing the Board evaluation procedure, proposintpe Board the appointment of companies
specialised in the sector, deciding on the mattetse considered and laying down the timing and
method of the procedure;

e submitting opinions to the Board concerning thee siend composition of the same, as well as
expressing recommendations as to managers andgsgiarials, the presence of which is considered

appropriate within the Board;
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* 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 directqushith the Company;

e putting forward proposals in relation to the caatid to the position of Director in the cases of co
option, where it is necessary to replace indeperidigactors;

¢ carrying out, at the request of the Board of Dimexita 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 agtie preparation of the plan itself; carrying ow th
preliminary work involved in updating crisis managent procedures;

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

 satisfying itself that the corporate governancdesysthat 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 Repefare it is placed before the Board;

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

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

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

e monitoring the Company’s inclusion in the main @iwbility and ESG indicators and

encouraging Leonardo to take part in importantguigj and events in this field.

The Committee is authorized to access the infoonatequired to perform its duties, as well as to
seek assistance from the corporate Organisatiomais,Uor from external consultants at the

Company’s expense, provided that the latter arguately bound by the necessary confidentiality
agreements and are not in such a situation aspaiirtheir independence of judgment.

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

resources for the performance of its duties. Them@itee’s meetings have been regularly minuted
and the Chairman of the Committee informs the Baar®irectors about these matters at the next
possible Board meeting. The Committee also repmitshe work it has done to the Board at least

every six months.

62



LEONARDO SPA CORPORATE GOVERNANCE REPORT- FINANCIAL YEAR 2016

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, the Chief Executive Officer aAdneral Manager, as well as the other members of
the Board of Statutory Auditors. Upon the invitatiof the Committee through the Chairman — and in
relation to the issues on the agenda — the meetraysalso be attended by other persons, including
other members of the Board of Directors and em@syeorking for the Company or for Group

companies.
Summary of activities carried out

v'As early as in 2015 the Committee, based on thsiderations made in the framework of its self-
evaluation process, concentrated the possibilitgrafving up a procedure to handle possible
management crises, as there is no plan for suocessi top management positions. At the
beginning of 2016 the Committee, taking accounthef governancstructure of the Company,
the recommendations laid down in the Corporate Gmrece Code and the experience gained by
other issuers, approved a proposed procedure tultmitted to the Board of Directors for the
adoption of any related decision, to ensure coittinim the Company’s ordinary operations
promptly and effectively, upon occurrence of evethiat could prevent the Chief Executive
Officer from performing his duties during his teohoffice. This procedure was approved by the
Board of Directors at the meeting held on 16 M&0h6.

v" The Committee proposed to the Board of Directorat thonsultantCrisci & Partners
Shareholders & Board Consultinshould be appointed to advise on the Board'sesgfuation
process, stating the aspects to be assessed and Egwn the timing and method of the
procedure.

v" As the end of its mandate is approaching, in 20&68oard instructed the Committee to conduct
the studies and analyses necessary to give thelshders timely information regarding the
effectiveness of the Company’s present governahite mdustrial programmes and strategic and
operational management requirements and to forebastine that would be taken on the
composition of the new Board to be appointed antivd Shareholders’ Meeting.

In this regard, during the first part of the cutr@@17 financial year (as already made at the time
of the previous renewal of the Board), the Commaitiield a meeting in order to consider the
outcome of the self-evaluation process and thdtsesfithe qualitative and quantitative analysis
on the composition of the Board, aimed at idemifythe best composition of the Board with
regard to both its size and its members (execuatingenon-executive, as well as independent and
non-independent, members, expertise experiencerdily, etc.); this will be done in the light of
the indications which emerge from the self-evahmtiprocess, business targets and the

composition within the main competitors.
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The Committee afterwards made its recommendationheé Board of Directors, which then
announced its views about the size and compositidhe new Board to the shareholders and, in
particular, about the profile and managerial, amd only professional, expertise that new
Directors should be in possession of. These vigwemptly published on the Corporate
Governance section of Company’s website, also apaosnthe Board’s explanatory reports to
the Shareholders’ Meeting convened to renew themavg body.

v' As part of its extra duties regarding sustainabibsues, the Committee examined the guidelines
for the 2016 Sustainability Report and the docunamnit was drawn up in various stages and
endorsed the approval of the Report by the BoarDiadctors; the Committee also examined the
guidelines of the 2017 Sustainability and Innovati®’lan making its valuations and
recommendations to be shared with the Control asksRCommittee.

v" Between the end of 2016 and the beginning of threenti period, the Committee considered the
contents of the new European Market Abuse rulesthait impact on the Company’s internal
regulations, making a preliminary appraisal of ginecedural changes (for the contents of which,
reference should be made to paragraph 4.8 abogeptuit to the Board for approval.

v" The Committee also read this Corporate Governaep®iR before it was submitted to the Board
of Directors, to which it handed down its opiniom the document, and it examined the proposal
to amend section 18.3 of the Company By-Laws (samphting the regulations on the list voting
for the appointment of the Board of Directors).

Finally, at the beginning of the current financisar, the Committee — with the support of the

Company’s offices and qualified external profesalen- carried out, in relation to the non-final

sentence for culpable offence issued by the Cduuoca against the Chief Executive Officer and

General Manager as to the railway accident thaumed in Viareggio on 29 June 2009, any

appropriate investigation into the possible effegtsaid sentence on the performance of dutieti®n t

part of the delegated body, in order to reach apcehensive evaluation of the aspects of this event

and to provide its Opinion to the Board of Direstor

Specific information was also gathered and disaisgea specific meeting of Independent Directors

and then submitted to the Board of Directors, whidkt the meeting held on 31 January 2017, in the

presence of the members of the Board of Statutamditdrs, which shared its considerations —
established whether Mr. Moretti continued to meey and all requirements set out in current
regulations, as well as to have the full capaaitgxercise the powers associated with the office of
delegated body. The Board's decisions were promgatiyounced to the market in a press release
dated 31 January 2017.
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7. REMUNERATION COMMITTEE

The Board of Directors has established an inteResmhuneration Committee.

This Committee met no. 5 times in the course of20&6 financial year, as well as at the date of the
approval of this Report, no. 2 times in the pres#i7 financial year. The average duration of the
meetings was about one hour and fifteen minutes.

This Committee, more than meeting the recommenasitdd the Corporate Governance Code, which
require such committee to have at least three ir#gnt members or, alternatively, a majority of-non
executive and independent Directors, is at presemiposed of four Directors who are all non-

executive and independent.

REMUNERATION COMMITTEE Attendance

Dario Frigerio — Chairman (Independent Member) 5 out of 5 meetings
Marina Elvira Calderone (Independent Member) 5 out of 5 meetings
Alessandro De Nicola (Independent Member) 5 out of 5 meetings
Marina Rubini (Independent Member) 5 out of 5 meetings

Rem. Com.: Average attendance at meetings

100%

2016 2015 2014

The composition of the Committee is consistent wh#hrecommendation, 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 the®atathe moment of the appointment.

The duties of this Committee are:

* submitting proposals to the Board of Directors@she definition of the Company’s policy as to
the fees due to directors and managers with stcategponsibilities, in accordance with the current

regulations and with the Code;
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* 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 thedibrs provided with delegated powers
and of the other Directors who hold specific posisi (in consultation with the Board of
Statutory Auditors where required by Art. 2389Iud ftalian Civil Code);

. 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 demns adopted and verifying, in particular,
the actual achievement of performance targets;

e assisting the Company in deciding on the best igslifor 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;

* preparing, for the approval by the Board, remutengblans based on the assignment of shares or
options for the purchase of the Company’s shardisedenefit 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 veralbconsistency and the actual application of
the remuneration policy for directors and managétis Strategic Responsibilities.

The activities of the Committee are regulated bgrapriateRules of Procedure@vailable in the

Corporate Governance section of the Company’s wedbsi

Since it was formed the Remuneration Committeeptaged a role in support of the Company’s top

management with regard to some of the primary ssatated to the strategic management of the

Group’s human resources and its salary and retepbticies.

In this respect, incentive plans are under impldaten based on performance and growth targets set

for the Group’s share price and value.

Summary of activities carried out

During the 2016 financial year, the Committee:

v' examined the Group Management pay structure asndu@ by the Chief Executive Officer and
General Manager in the light of the Company’s neganisational model, divided into a Corporate
Center, Sectors and Divisions;

v examined the process of the preparation of the lflemant Succession Plans in accordance with
the new organisational model of the Company antiefGroup;

v" reached a favourable view of the Managers witht&gra Responsibilities pay policy defined by
the Chief Executive Officer;
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v satisfied itself that the 2015 objectives assigiethe General Manager had been attained within
the scope of the short-term incentive plan MBO;

v examined the short-term 2016 incentive plan (MB&Jerved for the Group executives and set the
General Manager’s 2016 objectives;

v" considered the Chief Executive Officer's proposajarding the number of persons eligible for the
2016-2018 cycle of the Long-Term Incentives Plad @gtated performance targets;

v" evaluated the System of Incentives for CommercrabMResources, giving its recommendations;

v examined and approved the 2016 Remuneration Repbrhitted to the Board for the related
decisions in expectation of the annual Sharehdliéesting of the Company.

Finally, in the first months of the current yeae ommittee:

v' verified that the General Manager had achieved2Bik6 objectives set out in relation with the
Short-term incentive plan (MBO) and the Long-Terfi1@-2018 Incentive Plan, and set out his
2017 objectives in relation to the same Plans;

v' examined and approved the 2017 Remuneration Répdre submitted to the Board for any
related resolution in view of the annual Sharehalddeeting of the Company;

v conducted a fact-finding study of the pay policfes Top Managers in the main national and
international groups operating in the same busisestor, in order to achieve useful information

for decisions to be taken by the Board of Direct@isthe renewal of the corporate charges,
following the next Shareholder’'s Meeting.

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

Company and in particular from the Human Resousra$ Organisation Organisational Unit. No

specific budget has been prepared for the Comnstteetivity, without prejudice to the

abovementioned right to make use of external psadesls, which the Board has not yet exercised.

The Committee meetings have been duly minuted hadChairman of the Committee informs the

Board of Directors about these matters at the pessible Board meeting. The Committee also

provides the Board with a report on the most sigaift issues.

The Manager responsible for the Human ResourcesCagdnisation Organisational Unit regularly

participates in the Committee meetings of the Camgpand other persons are invited to participate on

the invitation of the Committee through the Chainn@and in relation to the issues being discussed,
including the non-executive members of the BoarBioéctors and the employees of the Company or

Group Companies, as well as the Chairman of thedBoaStatutory Auditors or any other Statutory

Auditor designated by the latter. The Chairman loé Board of Statutory Auditors regularly

participates in the Committee meetings. No direttkes part in Committee meetings in which

proposals regarding his/her pay are made.
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8. REMUNERATION OF THE DIRECTORS AND OF THE MANAGERS WITH STRATEGIC
RESPONSIBILITIES

General remuneration policy

In accordance with the regulations on the transpggreof remuneration under Art. 128 of the
Consolidated Law on Financial Intermediation, a#l & 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 gowngribodies, General Managers and of the other
Managers with Strategic Responsibilities envisaigedaragraph 3, letter a) of the abovementioned
Art. 1234er.

The first section of the abovementioned Reporttaiamg the Company’s remuneration policy (with
reference to the 2017 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 tonsultative voting at the next Shareholders’
Meeting called to approve the 2016 Financial Statgm

The policy adopted — which is summarised in théofgihg points — is the object of an analytical
description, in compliance with the informationteria and elements envisaged in the provisions of
laws and regulations referred to above, in the al@ntioned Report to which reference is made in
full.

For detailed information as to the remuneration ait in the 2016 financial year, for any reasod an
in any form, including that paid by subsidiary as$ociated companies, to the individual members of
the Board of Directors, as well as to the Statutdungitors, the General Managers and any other
Managers with Strategic Responsibilities, referaragaade to the second section of the Remuneration
Report, which has been prepared pursuant to AB:tdi2 paragraph 4, of the Consolidated Law on
Financial Intermediation.

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

called to approve the Financial Statements.

Share-based remuneration plans

On 11 May 2015 the Shareholders’ Meeting approvedoag-Term Incentive Plan and a Co-
Investment Plan for the Management of the Groupcllglso made provision for the granting of
Company shares to the beneficiaries as a compaf¢hé incentive. The Incentive Plan arises from

the Company’s need to have a tool which encourltpeggement to achieve the medium- and long-
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term objectives set out in the Group’s IndustriddnP and ensures that Management pay is better

matched to the creation of shareholder value; the B reserved for Executive Directors, Managers

with Strategic Responsibilities and a category ahagers primarily consisting of persons occupying
the positions which have the greatest impact onGheup’s business in the medium term. The
incentive is divided into an equity part, expresgeardinary Company shares, and a cash part, in
different proportions of shares and cash accordinghe levels of the managers concerned. The
incentive reserved for Executive Directors and Mpema with Strategic Responsibilities is fully
composed of ordinary Leonardo 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 était$ 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:

a) the average vesting period for shares, optionsafiraiher rights granted to Directors, the General
Manager and Managers with Strategic Responsilsilifier the purchase of shares or for
remuneration on the basis of share price perforaahould be at least three 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 reenation due to Managers with Strategic

Responsibilities is calculated on the basis ofrtispiecific responsibilities, which are allocated in

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

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

annual) and a medium/long-term component.
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The short-term variable remuneration is mainly ¢omdal 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 SgiateResponsibilities in the Incentive Plans
described in the following paragraph.

Finally, in conformity to the Corporate Governar@ede recommendations, from the 2014 financial
year onwards there is a claw-back clause for aibisée incentives, whereby the Company shall be
entitled to ask for the sum paid to be returnatltis been granted on the basis of data that\aftds
prove to be erroneous or false.

For more information, reference is made to the Reration Report.

Incentive plans for the Head of the Group InternalAudit

In accordance with the Code, on a motion by theefChixecutive Officer in his capacity as the
Director in charge of the internal control and nisknagement system, with the prior agreement of the
Control and Risks Committee and in consultatiorhwiite Board of Statutory Auditors, the Board of
Directors appointed the Head of the Group Intefnalit organisational unit and set his pay, inclggdin
the variable incentive structure, proposed in Vi the corporate policies and ensuring the resssir
to perform his duties in compliance with the CogierGovernance Code.

The payment of the short-term variable componemewofuneration (MBO) is only conditional on the
efficacy and efficiency of the organisational stawe of the Group Internal Audit. When a variable
medium- to long-term component is granted in tlee@lof participation in the incentive plans created
for the Company management and in accordance \wehrélevant provisions laid down in the
Corporate Governance Code, in order to ensureusiaisability of the results over time, it has been
decided that a further amount payable in 2018 neydid out, following the approval of the 2017
financial statements and on the basis of the agedmgree to which MBO scheme objectives are
attained over the previous three-year period.

For more information, reference is made to the Reration Report.

Remuneration of Non-executive Directors

The remuneration of non-executive Directors is tiéaionly 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 Company’s Chairraggain on a fixed basis - as determined (due to
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the specific powers granted to the same) to supértine resolutions passed by the Shareholders’

Meeting for the Chairman of the Board of Directoederence is made to the Remuneration 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 intodeet 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 concerrérecutive Directors, as to treatments in case of
ceasing to hold office or the early terminatiortted employment relationship, reference is madédo t
specific information provided in the RemuneratiogpBrt.

Finally, it should be noted that the Company hagptetl the recommendations provided by the Code
regarding the disclosures to make when Executivediirs or General Managers leave their position
or terminate their employment, providing for thsus of a special announcement to the market in this
circumstance.

This ensures the utmost transparency becauseftrmation is disclosed before the publication af th

Remuneration Report.

9. CONTROL AND RISkS COMMITTEE

The Board of Directors has set up a Control anks€RisSommittee (formerly the Internal Control
Committee) which, in the course of the 2016 finahgiear, met no. 10 times; in the current 2017
financial year, at the date of this Report, the Guttee met two times. The average duration of the
meetings was about one hour and thirty minutes.

This Committee, more than meeting the recommenasid 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 presentposed of four Directors who are all non-

executive and independent.

CONTROL AND RISKS COMMITTEE Attendance

Paolo Cantarella—Chairman (Independent Member) 10 out of 10 meetings
Guido Alpa (Independent Member) 7 out of 10 meetings
Fabrizio Landi (Independent Member) 9 out of 10 meetings

Silvia Merlo (Independent Member) 10 out of 10 meetings
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C.R.C.: Average attendance at meetings

90% 90%
88%

2016 2015 2014

The composition of the Committee — all “indepent@ntectors — is in line with the provisions of the
Corporate Governance Code, and consistent withebemmendation, made by the Code, as to the
presence of at least one member who must haveemuatd experience in accounting and financial or
risk management issues, evaluated by the Boatteatnbment of the appointment. The activities of
the Control and Risks Committee are regulatedRbes of Procedureapproved by the Board of
Directors, which are available on the Company’s sitetCorporate Governance section).

The Board of Statutory Auditors and the Head of @reup Internal Audit organisational unit are

constantly involved in the Committee’s work; thea@iman and the Chief Executive Officer and

General Manager may also take part. If appropridegending on the items on the agenda, the

Committee meetings may also be attended by othwsops, including the members of the Board of

Directors and the employees of the Company or oti@icompanies.

During the 2016 financial year, on the invitatiohtbe Committee in relation to the issues being

discussed, some meetings were attended by thdefuest managers of the Corporate Center as well as

the Division and Sector Managers of Leonardo.

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 inteocomtrol 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;

e 0n assessing, at least once a year, the adequé#uy ioiternal 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;
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* on the approval, at least once a year, of the wtak prepared by the Head of the Group Internal
Audit Organisational Unit;

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

e in connection with the appointment and removal loé tHead of the Group Internal Audit
Organisational Unit and on setting the remuneratbrine person concerned in conformity to
Company policy.

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 controll aisk management system (SCIGR). This
particular work, however, was expressly requireemvthe 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 financia@porting and after having heard the

Independent Auditing Firm and the Board of Stattduditors, assessing the correct use of

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

Statements;

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

c) examining the periodic reports concerning theeasment 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, effantise and efficiency of the Group Internal
Audit Organisational Unit; the Committee itself osees its activities should operating powers

be granted to the Chairman of the Board;
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e) being entitled to ask the same Group InternaitXDrganisational 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 Bbaf Directors at least on a six-monthly basis
and, in any case, on the occasion of the apprdvHiileodraft Separate Financial Statements
and of the half-year financial report, as well aglte adequacy of the internal control and risk
management system;

Q) supporting, through appropriate inquiries, thalaations and decisions of the Board of
Directors related to the management of those dekiving from harmful events of which the
Board became aware;

h) in order to be in agreement with the NominatiGoyvernance and Sustainability Committee
and collaborate with the latter, verifying the puit®f the objectives of the Sustainability Plan
and its consistency with the Group Industrial Plan;

i) performing such additional duties as may begaesi to 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 Reldteties Transactions which was approved by the
Board of Directors of the Company pursuant to #tlewvant CONSOB Regulation (which was adopted
by Resolution no. 17221 of 12 March 2010, as ametradel supplemented).

Committee meetings, constantly attended by the meesnbf the Board of Statutory Auditors, as
previously pointed out, are duly minuted and regubity the Chairman of the Committee to the Board
of Directors at the first possible meeting.

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

Furthermore, the Committee is entitled to accegsnatessary information to perform its duties and
makes use of the Company’s Organisational Uniteis€quently, while it retains the right, mentioned
above, to make use of services provided by ougsidfessionals, 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 2016 and from January 2017 to the date of patiba of this Report, the Control and Risks

Committee, while discussing the main following issu

74



LEONARDO SPA CORPORATE GOVERNANCE REPORT- FINANCIAL YEAR 2016

v continued the process to check the operationseointiernal control and risks management system

{\

of Leonardo and of the main subsidiaries; in vifwh® complex implementation phase of the
new Group Organisational and Operating Model, pipguted the Board of Directors in appraising
the system’s effectiveness, making arrangements for
* periodic meetings with the main persons concernéth the internal control and risk
management system (SCIGR) (Head of the Group lateadit, Chief Risk Officer, CFO,
Officer in charge of Financial Reporting, Indepemtd&uditors and Surveillance Body, each
within the sphere of related responsibilities); theetings mainly dealt with aspects related to
the system’s operations;
* ad hoc meetings with:
- Corporate Center managers to discuss aspects ofitgedCT, Safety at work, the
Environment and, in general, Compliance and Comialesiad Regulatory rules;
- Heads of Division with regard to their total adoptiof the organisational governance
tools and rules laid down in the new One Compangieho
- representatives of the main Group companies faliitgin the perimeter of the One
Company;
- Group General Counsel, for issues related to titiga
monitored the progress of the new organisatiorractire and operations of the Group Internal
Audit Organisational Unit;
examined the Reports issued by the Group InterngitAOrganisational Unit as to the activities
carried out during the period,;
discussed the obligations of Italian publicly lgteompanies that have controlling interests in
companies based in non-EU countries (Art. 36 of90bfs Market Regulation no. 16191/2007 as
amended and supplemented), and noted that the isthailon and accounting system responsible
for the Financial Reporting process functions difety and that it essentially meets the
requirements of Art. 36, and therefore no spedaat o bring it into compliance is needed,;
examined the Mandate of the Group Internal Audgadisational Unit;
examined the method adopted to conduct impairnests tvith the support of the CFO;
met the Chief Risk Officer, discussing the Companyain risks and scheduling the work to do
during 2016;
read the Whistleblowing Committee’s reports ofwtsrk;

held periodic meetings with the Independent Auditor

reported on its work to the Board of Directors gv&x months.
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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 addbeunting principles used and their uniformity
for the purposes of preparing Annual and Half-YRaports.

As regards the functions performed in the capastCommittee for Related Parties Transactions, as
required by the Procedures adopted by the CompgheyCommittee receives, during the financial
year, periodic flows of information concerning theansactions of Greater Importance regulated by
the Board Procedure, the execution of the Trarwmaxtof Greater Importance which have been
exempted under the provisions for Ordinary Transast concluded on conditions equivalent to
market or standard terms and information regardhey measurement of particularly significant
Transactions.

Furthermore, the Committee also duly expressedpigion on the Procedure for Related Parties
Transactions after the second periodic review Haat been started by the Board of Directors in
November 2016 (as referred to in paragraph 4.9 gbatating at its meeting on 20 December 2016

that it agreed with the Board’s conclusions.

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 mamg@f 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 contiodl risk management system, so that the main risks
involving the Company and its subsidiaries are exdly identified, as well as satisfactorily
measured, managed and monitored, also definingdgeee of compatibility of these risks with a
management of the enterprise consistent with thetifiled strategic objectives;

b) assesses, at least on an annual basis, theaagegjuthe 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;
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C) approves, at least on an annual basis, the plark prepared by the Head of the Group Internal
Audit, after having heard the Board of StatutorydAors and the Director in charge of the
internal control and risk management system;

d) assesses, after having heard the Board of Statwuditors, 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 Groapnal Audit, sets the related remuneration in line
with the corporate policies and ensures that theeda provided with the resources to perform his
duties.

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

a), and b) and subject to the favourable opiniothef Control and Risks Committee issued on 14

March 2017, took stepsin its meeting held on 15 March 2017 - to apprthe “Guidelines for the

internal control and risk management system”, ab 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 Diresttook steps — in the meeting held on 15 March

2017 — to approve the Audit Plan, subject to a @@able opinion given by the Control and Risks

Committee on 14 March 2017 and after having helaeoBoard of Statutory Auditors, as well as the

Director in charge of the internal control and nmeknagement system. Specifically, in this regdre, t

Board of Directors of Leonardo approved the Com{EmB917 Audit Plan and acknowledged the 2017

Aggregated Audit Plan of the Leonardo Group.

In line with the guidelines laid down in the Corpte Governance Code, on 27 October 2014 the

Board of Directors took steps, on a proposal byDirector responsible for the internal control and

risk management system, subject to a favourablei@pigiven by the Control and Risks Committee

and having heard the Board of Statutory Auditoosappoint Marco Di Capua as the Head of the

Group Internal Audit of Leonardo, setting his rerrtation in line with the corporate policies and

ensuring the resources to perform his duties.

Finally, the Board of Directors approved (in theetiveg of 15 March 2017), on the basis of a proposal

put forward by the Director responsible for theemial control and risk management system, subject

to a favourable opinion given by the Committee hatling heard the Board of Statutory Auditors,
variable incentives to the benefit of the Headhaf Group Internal AudiDrganisational Unifor the

2016 period of performance on a proportional basis.

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 nis&anagement system;
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e Head of the Group Internal Audit OrganisationalttJni

* 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,
e 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 attertfiecause they involved Group companies, with
specific regard to the events that occurred in 201idin early 2017, 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 2016n&al Financial Report, which can be found in the
Investorssection of the Company’s website.

In the course of 2016, a more thorough assessnfig¢he @fficacy and adequacy of the internal audit
system was also performed with regard to the pdinge brought by the Judicial Authority, involving
the Group 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 aoméd 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.

Furthermore, it should be noted that the Companytioed the complex and detailed process of
reviewing its internal rules, in the framework bétfinal implementation of the plan to structurmio
Divisions, that had started in late 2015.

*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 asseétich 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 bagieeand agency services, consultancy advice,

engineering and software.
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Given the complexity of the Group structure and nlvenber of sectors in which it operates, some
business areas were selected which the Advisorsémtwon in its audit work, in an initial stage.
Specifically, audits were conducted in relatiorttite Italian and European companies operating in the
relevant businesses of aeronautics, space andogefgatems.

More specifically, the total operating companieduded in the abovementioned perimeter were 17 (4

for the aeronautics sector, 4 for the defence systector and 9 for the space sector).

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

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

- the pertinence and effectiveness of the servicedered;

- 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 andreria general, compliance with the procedures
in place;

- the honesty and reputation of the counterparties.

In operational terms, the Advisor carried out itansaction reviewin relation to a sufficiently

representative sample of costs/transactions. Thected sample, which was made up of 1,026

transactions for a total value of about €mil. 5&8counted for about 50% of relevant costs, i.e. any

costs relating to the period from 2010 to 2012 clviwere accounted for by the companies in question
in the abovementioned three-year period.

At the end of the transaction review, a confroptativas arranged with the operating companies in

order to conduct any in-depth analysis requiredamplete and supplement the work performed by

the Advisor.

At the end of this phase, in January 2016 the Amhssibmitted its conclusions to the Company, by

classifying the transactions under examination hmirtnature and type of findings noted (critical

transactions, transactions involving findings ore tbounterparty and transactions involving no

findings or formal findings). Specifically, the Ador selected some transactions (accounting for 6%

of the total transactions examined) which preseatiidal issues.

In this regard, the Company’s Chief Executive Gffi@and General Manager promptly appointed a

Working Group to assess these findings. In July628lich Group terminated its in-depth analyses and

shared the related results with the Advisor thatlight of what emerged from the further analyses

performed, reviewed its conclusions.

The Working Group’s conclusions were submittechies €ompany’s Board of Directors. Where it was

possible to take action, the measures to take weoi@ed on and instructions were given to the

competent organisational units. It was also seahttie Company rules subsequently laid down by
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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 phaséeofptoject, which involved the Divisions of
Helicopters (formerly the AgustaWestland Group)rbéirne & Space Systems, Land and Naval
Defence Electronics, Security & Information Systefftsmerly Selex ES Group). In the light of the
experience gained and the main issues observedgdilne first phase, the second module focused on
transactions related to commercial promotion anwseling contracts, related to the same period of
the first phase of the project (2010-2012)

The Advisor’s investigation is at present in pragre

*k%

Finally, paragraph 15 below should be referredaioififormation on the additional organisational
measures and Corporate Governance strengthenitigtiigis which the Company put in hand,
including thewhistleblowing rules (“Whistleblowing Guidelines”)that it has adopted in order to
ensure the effectiveness of the internal systenrdporting irregularities, in line with national cn
international best practices, as well as the regestituctions provided, with specific referencethe

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 (lweaéter ICFR) system is defined as the set of
activities aimed at identifying and evaluating #mions or events that, when occurring or failing t
occur, could compromise, in whole or in part, tbki@avement of the objectives of reliability, acaya
and timeliness of financial reporting.

Within Leonardo, there is a specific internal auglistem governing the financial reporting process
that has been defined in accordance with the miesiissued by the Committee of Sponsoring
Organisations (CoSO Report) of the Treadway Comomssas well as the Control Objectives for
Information and related Technology (COBIT). The admentioned internal control system is made
up of an organic and complete set of administratime accounting procedures (narratives) which
clearly define the corporate processes that hawestdor 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 andudnentary flows in support of the creating proagfss
the financial reporting.

Moreover, a specific component to manage the rigkfraud has been integrated into ICFR. In

particular, the administrative and accounting pdoces have been updated, including an additional
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set of anti-fraud controls and additions to theeadly existing controls, in accordance with the
provisions under Auditing Standard no. 5 “An Audit Internal Control Over Financial Reporting
That is Integrated With An Audit of Financial Staents”, issued by the Public Company Account
Oversight Board (PCAOB). It puts, among the otlmmgs, particular emphasis on the checks related
to the prevention, identification and detectiorfralidulent activities, to be intended as acts cigpab
generating misrepresentation from a financial, teh@nd economic point of view in the Financial
Statements or of misappropriating the corporatetas3hese antifraud checks are tested within the
framework of usual monitoring activities accordittgthe plan defined by the Officer in Charge of
Financial Reporting. In addition, the Officer in &be of Financial Reporting started further specifi
monitoring aimed at reporting fraudulent acts gniicant deficiencies in the ICFR system.

—
As a whole, the management of the ICFR system dpedlby 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 occurreraEsence 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 (riskdeg)tthat could increase the risk of frauds within
the Company.
Risks identification and assessment are identifigcdonsidering the likelihood that an event will
occur and its potential impact on the Financialte3teent items, without taking account, from a

prudential perspective, of the existence of coatanined at reducing the risk to acceptable levels.

* 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 redwsbes 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).
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» Check the operations of the internal control systenand specific monitoring

In order to check and ensure the operations aystem for internal control on financial reporting,

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

(Group Internal Audit).

The test plan defined by the Officer in Charge faRcial 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” téstdCFR as defined 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 necedsamgnsure adequate control over
applications and the infrastructure are testedroarmual basis; ITGC components that are not
subject to systematic changes, as they pertaintrtectgral aspects of the company (e.g.
organisation, policy, etc.), are tested on a qugrtEasis, on a turnover basis, and in any case,
on the occasion of significant changes;

- Entity-Level Controls are performed across the Camypand form the internal control system
and are tested annually on a rotation basis.

Furthermore, to integrate the control model, specifonitoring activities are envisaged which are
aimed at reporting the existence of possible frerdiacts and/or significant deficiencies in thé&RC
system (so-called Detection Audit). This activigy Garried out on a turnover basis according to a
“Top-down-risk based” approach, which allows thela@tion of controls starting from any areas at
highest risk; furthermore, the activity is alsor@ out in relation to specific events, includirgt
not limited to, organisational changes or rep@tgh as to presuppose the presence of fraudulent ac
or significant deficiencies.
n—_—

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 and General Manager.
« 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 262/05, within the major compesiof the Group, the

Boards of Directors, after having heard the opirobthe Officer in Charge of Financial Reporting
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of Leonardo and of the Board of Statutory Auditofgshe company concerned, have appointed a
Financial Reporting Manager (FRM) responsible foe financial information provided to the
Group Parent, with the task of supporting the @ffim 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 aidimative and accounting procedures
(narratives), on the basis of the instructions ixexk from the Officer in charge of financial
reporting of Leonardo, underlying the financial gpg 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 Company, totwheequested by the Parent Company in
relation to the internal control system for the ggmance 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 Intefait Organisational Unit with responsibility
for “independently” assessing the functioning ofe tHCFR. The Group Internal Audit
Organisational Unit, through its Financial Audit O¢bnducts tests of the actual application of the
administrative and accounting procedures in plaiteimthe Group, based on indications provided
by the Officer in charge of financial reporting. €de tests are conducted through a specific
working group operational plan which also lays da¥veir methods, procedures and timing. The
results of the tests conducted for each Divisicth @mpany falling within the scope of application
of Law 262 are submitted to the Company’s Managénwveimich promptly defines adequate plans
of action relating to any possible area for improeat. The GIA OU provides the results and
related plans of action to the Officer in chargé-imfancial Reporting of Leonardo in order to allow
him to conduct an overall assessment of the adgcareat actual application of the administrative
and accounting procedures followed in preparingségarate Financial Statements, the condensed
half-year Financial Report, and the consolidatethficial Statements, for the purposes of the issue

of the Certifications prescribed by Law.

Within the plan to monitor the 2016 Financial Sta¢emts, Leonardo conducted, both testing of
antifraud controls and specific monitoring actie#tion the process of “Stock Management”, in refatio

to its own Divisions and Group companies thatathin the scope of application of Law no. 262/05.

83



LEONARDO SPA CORPORATE GOVERNANCE REPORT- FINANCIAL YEAR 2016

Furthermore, some investigation was carried out@npany level in order to monitor the internal
control area (Entity Level Control / IT General Gafh).
It should be noted that during 2016 a change oedurr the scope of application of Law no. 262/05
following the implementation of the new divisiondea Organisational and Operational Model, as a
result of which a new corporate structure was sedli 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 decermsdbgsiness management to the Divisions.
Therefore, with reference to the new perimeter ted t.eonardo Group Companies, tests were
conducted on about 2,150 controls, divided amoaddahowing components of the ICFR:
- 1,632 controls at “Process” level, as defined ia tlarratives (the so-called Process Level
Control);
- 430 controls relating to the operation and managemEIT systems (the so-called IT General
Control);
- 103 controls at “Entity” level in relation to thergcture 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.
The testshave confirmed the efficacy of the controls, whilethe case of ineffective controls, the
overall efficacy of the procedures in place to nmmithe risk areas under examination, through

compensating controls and/or material tests.

With reference to the specific monitoring activgtieiithin the process of “Stock Management” for
AgustaWestland Ltd, Agusta Westland Philadelphigp@mtion, PZLSwidnik S.A. and the Divisions
of Helicopters and Defence & Security Electrofidie controls provide for the following macro-
phases:
* Mapping
- identification of information flows and systems saopport of the processes to be analysed, in
order to identify the information set in relatianwhich the subsequent analyses must be carried
out.
e Scoping
- the application of specific risk indicators (KeysRilndicators) to the database identified during

the mapping phase and made up of the process ¢taomsarecorded in the IT systems in the

L All the Group’s activities in the corsectors of Aerospace, Defence and Security (A,D&8Ye been
concentrated in Leonardo.
2 As for the Aeronautics sector the Detection Awadithe Stock Management process was carried A@4iB.
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period under consideration; these indicators haxenbdeveloped on the basis of the fraud
patterns identified within the Fraud Risk Assessimen
the definition of analyses and correlations to bedufor processing data and for extrapolating

inconsistencies/potential anomalies (if any).

Test:

the analysis of any anomalies identified afterdbeping phase, in order to identify the so-called
“False Positives”, if any, (justified exceptionsidéor evident errors;

performance of tests for any anomalies in relatiiowhich additional analyses are necessary.

The specific monitoring activities on the Stock Mgament process, which are currently being carried

out, are expected to be completed in the firsttguaf 2017.

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 theemial control and risk management system, which is

responsible for the implementation and maintenafhee effective system.

In particular, the same Director:

a)

b)

d)

identifies the main corporate risks, in liglttlee features of the activities carried out by the
Company and its subsidiaries, periodically submgtthem to the scrutiny of the Board,;
implements the guidelines defined by the Baamd takes care of the planning, creation and
management of the internal control and risk managensystem, constantly verifying its
overall adequacy, efficacy and efficiency;

sees that the system is adjusted in responsddnges in operational conditions and the
legislative and regulatory framework;

may ask the Group Internal Audit Organisatiohslit to carry out controls on specific
operating areas and to check for compliance witrival 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;

promptly reports to the Control and Risks Cottemior 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

In particular, the Director in charge of the int@reontrol and risk management system (SCIGR) of

Leonardo S.p.a. supervised the identification efrtain corporate risks on which basis the Board of

Directors, upon favourable opinion of the ControtlaRisks Committee, defined the “Guidelines for
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the internal control and risk management systerhtoligh a risk assessment process, the risk owners,

with the support of the Risk Management OrganisatidJnit, identified and assessed the risks that

were associated with the Group Library, as welhascorresponding degree of coverage by means of

the existing control mechanisms.

The “Guidelines for the internal control and rislamagement system” report, in an analytical and

detailed manner, the following aspects of the SCIGR

i) the methodological tools used for the identificatiomeasurement, management and
monitoring of the main risks;

i) the agents, showing their respective roles in ifpiet lof the current Corporate Governance
structure of Leonardo, which, in turn, reflects grevisions under the Corporate Governance

Code;

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

1) Compliance risks: arising from the performance oflimary business operations,
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 santdi as well as to affect the
company’s image and its operations themselves.

2) Strategic risks: affecting the degree of successhef Company’s strategies, the
processes’ ability to achieve the objectives defily Top Management and the
Company’s image.

3) Operating risks: concerning ordinary business djmers, which affect the efficacy
and efficiency of the various corporate areas ¢gsees.

4) Financial risks: arising from the performance ddinary business operations, which
affect economic and financial figures within the magement of accounting and
reporting, taxation, cash and credit.

The Management of the Leonardo Group’s companiéhjnithe related Risk Assessments, assesses
the risks and the related control system to monitersame.

Specifically, risks are assessed considering thpgaainand the probability of their occurrence, rfet o
on-going controls (inherent risk) and in considerabf the efficiency of the existing controls Iéve

(current risk). The risk and control system assessiis carried out using qualitative techniques.

10.3. HEAD OF GROUP INTERNAL AUDIT

On 27 October 2014 the Board of Directors apprdiiecappointment of Marco Di Capua as the Head

of the Group Internal Audit of Leonardo. The appoiant was made on a proposal by the Director
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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.

Furthermore, the Board itself (again on a propbgahe Director responsible for the system, subject

to the favourable opinion of the Control and Ri€ksnmittee and having heard the Board of Statutory

Auditors) has also set the related remuneratiofing@ with the corporate policies, ensuring the

resources to perform his duties.

The Head of the Group Internal Audit was appointedverify that the internal control and risk

management system was operational and adequate.

The Board of Directors ensures that the Head ofGtmupInternal Audit is provided with adequate

resources to fulfil his responsibilities and defirigs fees, in accordance with the Company’s pasici

as well as with the duties assigned to the same.

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 adequatgféectiveness 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:

a) checks, both on an on-going basis and inioeleb specific needs and in accordance with
international standards, the operations and siitiabof the internal control and risk
management system, through an Audit plan approyethé Board of Directors, based on a
structured process of analysis and prioritisatibtihe main risks;

b) he is not responsible for any operating arehraports 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, t&Ct&irman;

c) he has direct access to all useful informatitoperform his duties;

d) he prepares any periodic reports containinggadte information 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;
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e)

f)

9)

he promptly prepares reports on events ofquéatt importance;

he forwards the reports referred to in pouttsind 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 Audiam for the reliability of the IT systems,

including accounting systems.

In 2016 and in the first months of the current y¢lae Head of the Groujpternal Audit coordinated

the following main activities:

performing audits and monitoring the action plaesiving from previous controls, at the Parent
Company and at the companies that fall within @pe of the consolidation, on the basis of the
aggregate 2016 Audit Plan;

performing special audits concerning both Leonaual its subsidiaries;

performing tests for the purposes of compliancehwiaw 262/05 at Leonardo and at the
companies falling within the perimeter, supportihg Officer in Charge of Financial Reporting;
providing support to control and surveillance Bsdand, 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 Surveillancedid 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, the Board of Directors’ Meeting of 17 Debem2015 appointed the Head of the Group
Internal Audit Organisational Unit as a temporaggular member of the Surveillance Body in
order to make up the Board’s numbers;

participating in the meetings of the WhistleblowiG@mmittee, as a regular member (Service
Order no. 23 of 19 March 2015), where the Secudtafithe Committee is composed of internal
resources of the Group Internal Audit Organisatidsait, and performing verifications required
by the Committee;

managing and updating the Register of natural agdllpersons that have access to privileged

information.

The abovementioned Head of the Group Internal Aldit financial resources included in the Group

Internal Audit Organisational Unit's budget, in erdo carry out his duties.

88



LEONARDO SPA CORPORATE GOVERNANCE REPORT- FINANCIAL YEAR 2016

10.4. ORGANISATIONAL MODEL AS PER LEGISLATIVE DECREE 231/01

Legislative Decree 231/2001 introduced, into thaidh legal system, a regime of administrative
liability against Entities, for certain types of@fices committed in the interests or to the bewéfihe
same. The Company has adopted appropriate measumgvent it from incurring any criminal
liability through the establishment of specific uégory systems aimed at preventing the commission
of any offences contemplated by this Decree omp#reof Directors, Statutory Auditors, management,
employees, collaborators, or any other party havatgtionships of any nature with Leonardo S.p.a.,
either with or without valuable consideration.
To this end, on 12 November 2003, the Board of @mes 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 — which has beedated in line with the latest regulatory
amendments concerning Legislative Decree 231/2891Introduced by Law 186/2014, Law 68/2015
and Law 69/2015 — is made up of a “General Sectio ten “Special Sections”.
The “General Section” essentially deals with:

1) the Surveillance Body, the information that tabe sent to it, and its reports on the work it

has done with respect to corporate bodies;

2) staff training and the circulation of the Orgamiional, Management and Control Model

within and outside the Company;

3) the disciplinary measures applicable in the ewéfailure to comply with the requirements

in the Model;

4) updating and review of the Organisational Model.
The Organisational, Management and Control Mod@esd egislative Decree 231/2001 can be found
on the Company’s website in the specific Ethics @othpliance area.
The Surveillance Body of Leonardo S.p.a. is madeoufpur external professionals, Enrico Laghi
(who holds the position of Chairman), Angelo CarmoAngelo Piazza and Saverio Ruperto, as well
as of the Company's Group General Coungetl Head of the Legal, Corporate Affairs and
Compliance Organisational UniAndrea Parrella and by the Head of the Group taleAudit
Organisational Unit, Marco Di Capua (internal mensheThe Board of Directors decided to make up
the numbers of the Surveillance Body with an adddi internal member, the Head of Group Internal
Audit, on 17 December 2015 after the Group’s newgabisational and Operating Model had been
finalised in order to ensure that the supervisooyknentrusted to this Body is conducted as effetfiv

and correctly as possible. The Body is called upmrinteract with new units and analyse new
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corporate processes. The present composition ofBibdy is such as to satisfy the necessary
requirements of autonomy, independence, profedsamand continuity of action.

The duties, activities and functioning of this Boase governed by specific By-Laws, which were
approved by the Board of Directors of Leonardo&s.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 effectiven®f the Organisational, Management and Control
Model as per Legislative Decree 231/2001. Withiesthtasks, among other things, the Surveillance
Body receives reports (if any) on the part of comypeepresentatives or third parties, holds peraldic
hearings to hear the managers responsible for {imtareas at risk of offences pursuant to Legigtat
Decree 231/01, examines reports and disclosuregapreé by the corporate units and provides
recommendations or instructions to the top managead to the corporate bodies, also with respect
to appropriate actions for improving or changingaks. The Surveillance Body has also adopted

internal rules.

10.5 INDEPENDENT AUDITING FIRM

On 16 May 2012 the Shareholders’ Meeting appoitBd1G SpA to audit the accounts during the
period from 2012 to 2020.

The firm’'s appointment, therefore, will terminaté the time of the approval of the Financial
Statements for 2020.

The appointment envisages the Independent Aud#img carrying out the following activities:

e auditing of the Separate Financial Statements ohaedo S.p.a.;

e statutory audit of the Consolidated Financial Steets of Leonardo S.p.a.;

* review of the condensed consolidated Half-year ifigred Statements of Leonardo S.p.a.;

e periodical reviews of regular book-keeping.

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 Consolidat@dv on Financial Intermediation and Arts. 25.4
and 25.5 of the Company’s By-Laws, the Company'srBoof Directors (15 May 2014) confirmed
Gian Piero Cutillo, Chief Financial Officer of tli@ompany (who was already appointed on 14 June
2012), as the Officer in charge of financial repaytuntil the expiry of the term of office of theoBrd

of Directors.
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The company By-Laws envisages that the Board ofdbars, having previously obtained the
mandatory opinion of the Board of Statutory Audstoappoints a person to this position, whose
mandate expires at the same time as the term ickadf the Board of Directors that has designated
him.

The choice of an executive for this position is mfittm among persons who, for a period of at least
three years:

a) have performed duties of governance and coaotradanagement in companies listed on regulated
markets in Italy, in other EU Member States or BGD countries with a share capital of not less than
€mil. 2; or

b) have had legal powers of control over the actoahcompanies such as those specified in le}ter a
or

¢) have been professionals or full university pssfa'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 his appointment by the BoardDafectors Gian Piero Cutillo has been formally
vested, in addition to the powers already confeartiim as Chief Financial Officer of the Company,
with all the powers necessary for the correct parémce of the duties for which he is responsible by
law.

The Officer in charge of financial reporting releasthe certification required by Art. 1545,
paragraph 2 of the Consolidated Law on Financigérinediation and, together with the Chief
Executive Officer, the attestation under Art. 154- paragraph 5 of the Consolidated Law on

Financial Intermediation.

Below are thecorporate roles and Organisational Unitswhich are specifically involved in the
internal control and risk management system, intiadto 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, ensuring an adequate control of legal risksrder to prevent behaviours that do not
conform to the norms; ensuring the necessary stjfjorrade Compliance issues and supervising
the implementation of the Group’s Trade CompliarR@gram; ensuring any due diligence

activities and the necessary audits for reputakjidivancial and other aspects, with reference to
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agents, consultants and business promoters (Bas@esipliance), while providing assistance in
the preparation of any related contracts; providedequate information flows concerning

Compliance to the benefit of the Top Managemeng, torporate bodies and the managers
responsible for corporate units, reporting to tlemt@l and Risks Committee and to the Board of

Statutory Auditors on a periodical basis.

» theCrimes, Ethics & Integrity Organisational Ué@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 Urestablished in 2014, the central Organisatiorat 4
managed by the Chief Risk Officer and is resporsior supporting the Top Management in
monitoring the activities relating to the managetnehcorporate risks, in accordance with the
national and international standards and best ipesctThe abovementioned organisational unit
was established with the aim of strengthening theu@s Governance, as well as ensuring the
definition, upgrading and circulation of methodstrits and tools for a correct risk identification,
analysis, measurement, management and monitorlmgcéntral Risk Management organisational
unit coordinates the various Risk Management urétablished within the Operating
Companies/Divisions. The Unit operates in closati@hship with any other competent units of the
Parent Company supporting them and the business, um¢luding the technical and supporting
functions, in the risk management process, in otdecarry out an efficient and coordinated
monitoring of any and all risk areas (strategigaficial, legal, contractual, compliance,
programme, product and other riskBne organisation of this Unit was revised durind @ith a

further structuring of the Project Risks Managememit (formerly Project Risks), which

specifically monitors the Programme/Product risks] the Enterprise Risk Management (formerly

Business Risks) unit, which supervises the prooésbe Group’s Enterprise Risk Management
with reference to business risks. In particulathimi the two organisational units mentioned above
there was the creation of additional specific unitee Project Risk Process and Project Risk
Analysis and Reporting (operating within the Projeesk Management unit) and the External
Context Risks and Internal and Reputational Ris@&pefating within the Enterprise Risk

Management).
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the Security Organisational Unitwhich is responsible, in particular, for: ensgrithe security of
the Company’s resources, information/data and kegind intangible assets, in accordance with
the lines of strategy and business targets; erguihia management of crisis and emergencies;
ensuring the Business Continuity; ensuring theyesialof the reputation of suppliers, partners and
third parties; ensuring the monitoring of anti-fdaactivities, in agreement with the Group Internal
Audit Organisational Unit; organizing security toofect classified information; defining Cyber

Security policies and specifications. The spedfisiness Security, IT Security, Security Processes

and Coordination of Subsidiaries Organisational t&Jnivere also established within the

abovementioned Unit.

10.7. COORDINATION BETWEEN PERSONS INVOLVED IN THE INTERNAL CONTROL AN D RISK

MANAGEMENT SYSTEM

As required by the Code, in order to maximise @dficy of the internal control and risk management

system and to reduce any duplication of activipgaific procedures were set out for the coordimatio

between the various persons involved.

In particular

the Board of Statutory Auditors and the Head of @reup Internal Audit regularly participate in
the Control and Risks Committee’s meetings;

the Control and Risks Committee reports to the B@&Directors at least on a six-monthly basis —
in any case, on the occasion of the approval ofdtiaét Annual Financial Statements and of the
Half-year Financial Report — on the activity cadrigut, as well as on the adequacy of the internal
control and risk management system. Moreover, @xted in paragraph 9 above, the Chairman of
the Committee informs the Board on the meetings msblutions made at the first possible
meeting of the Board;

the Board of Statutory Auditors and the SurveilmBody hold periodic joint meetings, usually on
a six-monthly basis;

the Board of Statutory Auditors holds periodic megg, in particular with the Officer in charge of
Financial Reporting, the Head of the Group Intehadlit and any other corporate functions with
specific duties concerning the internal control @sk management system;

the Risk Management Organisational Unit works imsel collaboration with the other competent

Leonardo units in order to oversee all risk areaamni effective and coordinated manner.

The internal Procedure for the management of indtion flows with corporate bodies (para. 4.4.)

lays down operating methods which ensure that t@ows bodies involved are coordinated as

necessary, that the information provided for irééoontrol managers is prompt and complete and that

the system works as efficiently as possible, disough reducing duplication of work.
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11. APPOINTMENT OF STATUTORY AUDITORS

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.
Therefore section 28.3 of the By-Laws currentlyuiegs that the list of candidates presented by
Shareholders, together with related supporting checuation, be deposited at the Company’'s
registered office at least 25 days prior to theeds#t for the first convocation of the Shareholders
Meeting and must be published by the Company at [&h days prior to the Meeting, always on first
call, in accordance with applicable law.

Lists may only be submitted by Shareholders holdaidper alone or jointly with other Shareholders,
at least 1% of the share capital with voting rightsOrdinary Shareholders’ Meetings, or holding
lower percentages if envisaged by applicable lawsgulations.

It should be noted that with regard to the appoémtmof the Board of Directors, the minimum
shareholding required to present a list of candigl&br the election of Leonardo’s administration an
control bodies was set by Consob (with Resolution19856 of 25 January 2017) at 1%, percentage
envisaged in section 28.3 of the Company’s By-Lallse Board of Statutory Auditors is appointed
based on lists submitted by the Shareholders inptiante with the procedures described below, in
order to ensure the election of two regular memlagrd one alternate member on the part of the
minority list. The Chairman of the Board of Stamytduditors is appointed by the Meeting from
among the Statutory Auditors elected from the mifgdist pursuant to Art. 148, para. 2-bis, of
Legislative Decree no. 58/98, as well as to se@i®3, second-last paragraph, of the Company’s By-
Laws.

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 Register
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 Auditdl be taken from the list that receives the
majority of votes cast, in the consecutive ordewitich they appear in the list;

b) two regular Auditors and one alternate Audidli be taken from minority lists; to this end, st
obtained by the lists are subsequently dividedrsy and by two according to the consecutive order in

which the candidates were listed.

94



LEONARDO SPA CORPORATE GOVERNANCE REPORT- FINANCIAL YEAR 2016

The scores thus obtained shall be allocated tac#éinglidates of each of said lists, according to the

order of the lists as respectively envisaged. Tdwees thus assigned to the candidates of the &ariou

lists are reported in a single decreasing ordens&hwho have obtained the highest scores will be

elected.

In the event that more than one candidate hasrmantahe same score, the candidate from the list

which has not yet elected any regular Auditor sbelklected.

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. 2ffhe 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 presaditi®y 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 fromiftegd 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@nagement in stock companies with a share
capital of not less than €mil. 2; or

b) as professionals or full university professanslegal, economic, financial or technical and
scientific matters closely connected with the Conyaactivities; or

c) in performing functions as executives in pulidic private bodies in the banking, finance and
insurance sectors, or in sectors closely connegitbothe Company’s activities, intended as those
that are useful for achieving the Company’s businespose.

Furthermore, it is envisaged that persons who sasv8tatutory Auditors for five or more issuers, or

who perform governance and control functions foueber of other companies in excess of the limit

provided by current law, may not be chosen as eguliditors.

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 notite 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 equabbeihthan three, must include, in the sub-list of
regular Auditors, candidates of different genderasoto ensure a composition of the Board of
Statutory Auditors in compliance with the curreagulations governing gender equality. In the event
that the sub-list of alternate Auditors from saklsl indicates two candidates, they must belong 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

12. COMPOSITION AND FUNCTIONING OF THE BOARD OF STATUTORY AUDITORS (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 Mag3@or the 2015-2017 term. The Board will,
therefore, stand down at the Shareholders’ Meetingbe held to approve the 2017 Financial

Statements.

TheBoard of Statutory Auditors serving at 31 December 2016 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

(1) Auditor appointed from the majority list subted by the majority shareholder (the Ministry okth
Economy and Finance), voted by 52.56% of the stapéal represented in the Shareholders’ Meeting.
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(2) Auditor appointed from the list submitted byetiminority shareholder (a group of asset management
companies and institutional investors), voted by.38% of the share capital represented in the
Shareholders’ Meetings.

The Tables annexed to this Report summarise thetgte of the Board of Statutory Auditors,
showing the Auditors serving at the date of approfishis Report, the related characteristics imie

of independence and length of service, as welhasnumber of any additional positions of regular
Auditor held by the present members of the Boardthrer issuerd— at 31 December 2016 — (in
observance of the restrictions pursuant to Art-teddecies, paragraph 1, of the Issuers’ Regul§tion
No changes in the composition of the Board of $tayuAuditors have taken place since the end of
the 2016 financial year.

Brief curricula of the careers of the members of the Board ofuigt Auditors are given below,

specifying their respective age and seniority anpbsition.

RICCARDO RAUL BAUER —CHAIRMAN

Mr Bauer was born in Milan on 12 January 1951. He been the Chairman of the Board of Statutory
Auditors of Leonardo since 16 May 2012 and his naé@dvas renewed by the Shareholders’ Meeting
held on 11 May 2015. He holds an Economics andrigssi degree and is a Certified Public and
Professional Accountant. He is a Contract ProfessoiCompany Audit and Control at the Sacro
Cuore University in Milan. Since 2017, he has be¢ka Chairman of the Auditing Standards
Committee of the Accounting Profession of Milan &fthirman of the Board of Statutory Auditors of
the listed company Space 2. He has carried ouitstgtaudit and professional training activities at
PricewaterhouseCoopers S.p.A. (1968-1998). He t@sded consultancy and assistance services to
leading Italian companies. Currently, heimger alia, the Chairman of the Board of Statutory Auditors
of the Union of Italian Jewish Communities, a membtthe Board of Statutory Auditors of the
Museum of Jewish Heritage and Shoah and the Chaiohshe Board of Statutory Auditors of the
Israelite Hospital of Rome. He is enrolled in thegi®ter of Intermediaries at the Ministry of Justic
He is the author of various editions of the “Ci@ibde” and of the “Tax Code” as well as numerous

publications concerning audits and control.

3 ssuers” means any companies listed on regulatackets (either in Italy or in any other EU Coueii i.e.
any companies that issue financial instrumentsidiged among the public to a significant extentspant to
article 116 of the Consolidated Law on Financia&itmediation and article Bis of the Issuers’ Regulation.

* Pursuant to article 14¥erdecies paragraph 1, of the Issuers’ Regulation, thetjpssbf 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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NICCOLO’ ABRIANI —REGULAR STATUTORY AUDITOR

Mr Abriani was born in Turin on 8 July 1966. He Hmeen a Regular Statutory Auditor of Leonardo
since 16 May 2012 and his mandate was renewedeb8lhreholders’ Meeting held on 11 May 2015.
He is a lawyer and a Professor of Commercial Lawlatence University; Lecturer for the PhD
course in Law and Business at “Luiss Guido Carlriivérsity in Rome. He is Co-editor of the
“Rivista del Diritto Societarib (a magazine of company law) and of th&ivista di Diritto
dell'lmpresd (a magazine of business law). He has held maagemic positions, including: Dean of
the Faculty of Economics at the University of Fegdile is a member of the Committee established
by the CNDCEC Consiglio Nazionale dei Dottori Commercialisti egtieEsperti Contabilj National
Council of Professional and Certified Public Acctants) for the drafting of the Rules of Conduct of
boards of statutory auditors; he has also beemndepiendent director of listed companies and a
member of the working table established by ConswhtHe regulatory simplification of the Italian
financial market. In July 2016, he was appointatkjpendent director of Banca Popolare di Vicenza

by Atlante private equity fund.

LUIGI CORSI —REGULAR STATUTORY AUDITOR

Mr Corsi was born in Sant’Angelo Lodigiano (Provénaf Lodi) on 27 March 1959. He was appointed
Regular Statutory Auditor of Leonardo by the Shatdérs’ Meeting held on 11 May 2015. He
graduated in Business Administration (with spes&lbn in Marketing) at Bocconi University in
Milan in 1983. He is a Certified and Professionable Accountant. He held the position of Assistant
to the Chief Executive Officer of “BIC Italia S.p’Afrom 1986 to 1988. He was also a City
Councillor in Lodi (from 1985 to 1987 and from 19881995) and a City Councillor in Lodi with
delegated powers for Budget, Finance, Assets aadi@dCompanies (from 1996 to 1998).

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, crediitini®ns, public entities and associations, inahgd

as a Regular Statutory Auditor of Banca Popolaatiatha Soc. Coop. (listed on the Italian Stock
Exchange) (2006-2007), a Member of the Managemeatdof Banco Popolare Soc. Coop. (listed on
the ltalian Stock Exchange) (2007-2011), a Reg8tatutory Auditor of Agos-Ducato S.p.A. (2012-
2013). At present he ifter alia, the Chairman of the Board of Statutory Auditofd.azzari Auto
S.p.A., Fenzi S.p.A., Lazzari S.p.A.; he is aldRemular Statutory Auditor of Lodigiana Maceri S,r.|
Ferrari Giovanni Industria Casearia S.p.A and MolRagani Spa.; he is also an Auditor of Famiglia
Nuova Societd Coop Sociale and Societa Coop. ®otdalFormica; he is the Sole Director of

Consulenti Associati S.r.l.; he is the Chairmanhaf Board of Directors of Studio Corsi Curioni 5.r.
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and the Vice-Chairman of the Board of Directord~ohdazione Banca Popolare di Lodi. Moreover,

he has been member of the Board of Directors ot8&wopolare Soc. Coop until 31 December 2016.

FRANCESCO PERRINI —REGULAR STATUTORY AUDITOR

Mr Perrini was born in Bari on 10 December 1965. s appointed Regular Statutory Auditor of
Leonardo by the Shareholders’ Meeting held on 11y M#®15. He graduated in Business
Administration from Bocconi University in Milan. Heeas been ITP at the Stern School of Business,
New York University; PIM member at the ESADE Busiaeschool in Barcelona, Visiting Scholar at
the Wharton School of Business, University of Pgtvwagia in Philadelphia. He is a Full Professor of
Business Economics and Management at Bocconi Wsiiyeand Full Professor of “Accounting,
Control, Corporate and Real Estate Finance” at 3d&coni, where he is also the head of the
Sustainability Lab of the CDR — Claudio Dematte é&sh Division and the Rector's Representative
for the Presidency of the Sustainability Committele. was the director of the Degree Course in
Business Administration and Management (CLEAM), divector of 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
Entrepreneurship for the Management and Technoldgpartment of the Italian philanthropy
association (SIF - Societa ltaliana di Filantroptag is the founder of the Finetica Observatorthat
Pontifical Lateran University in the Vatican Citjle has also been a Visiting Professor at Harvard
Kennedy School of Government — CSRI and Babsone@ellin Boston, UCB of Barkeley, San
Francisco, UCLA in Los Angeles. He is a CertifieddaProfessional Public Accountant and an
independent advisor to listed and unlisted comganidich operate in different sectors. He has been
working in the Finance sector since 1990, holdiagifons at finance companies. At present he holds
the following positions: Board Member of Banca RoofS.p.A. and Salini Costruttori S.p.A., Sole
Director of FP S.r.l., Chairman of Brera Advisorg/ Chairman of the Board of Statutory Auditors
of Banzai S.p.A., Regular Statutory Auditor of PaifV S.p.A., Europa Network S.r.I., RA.MO S.r.l.,
Raccorderie Metalliche S.p.A. and G.B.S. GenerakBr Service 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 natiaral international publications regarding finance

and strategy issues.
DANIELA SAVI —REGULAR STATUTORY AUDITOR

Mrs Savi was born in Piacenza on 13 January 197€.v&s appointed Regular Statutory Auditor of

Leonardo by the Shareholders’ Meeting held on 1% RG15. She graduated in Economics at Bocconi

99



LEONARDO SPA CORPORATE GOVERNANCE REPORT- FINANCIAL YEAR 2016

University in Milan. She is a Certified and Professl Public Accountant and has gained her
professional experience as an advisor in relabgoldns for corporate reorganisation and compasitio
with creditors; an independent expert providingitied opinions on feasibility studiesitestatorg; a
Judicial Commissioner and Court-appointed ExpethatCourt of Piacenza. She is also the author of
papers and reports for articles on tax transacti®h® is a teacher at the Centro di Formazione
Manageriale del Terziario (C.F.M.T.) (Service Sed#anagerial Training Centre) of Manageritalia
and is a spokeswoman in conferences on businesis cnanagement. At present she holds the
following positions: Regular Statutory Auditor ofaRCom S.p.A., Sole Statutory Auditor of
Compagnia Generale Immobiliare S.r.l., Regular usday Auditor of Doppel Farmaceutici S.r.l.,

Pharmacontract Europe SpA and Brera Advisory SpA.

MARIA TERESA CUOMO —ALTERNATE STATUTORY AUDITOR

Mrs Cuomo was born in Nocera Inferiore (ProvinceSaterno) on 3 March 1975. She graduated in
Economics at Salerno University. She is a Certiiad Professional Public Accountant. She gained a
PhD in Economics and Management of Public Entezprig Salerno University (1998-2001); she was
a University Researcher in “Business Economics klashagement” at Salerno University (2001-
2011); she was a Visiting Professor at UniversityHall Yorkshire (UK) — Business School (2008-
2009). In 2010 she qualified as an Associate Psofeat Bocconi University, for scientific research
and academic teaching, in the sector of “Busineassn&mics and Management”. She has been an
Associate Professor of “Business Economics and hemant” at Salerno University and “Bicocca”
Milan University since 2011. She was qualified agll FProfessor — 2012 Public competition
Announcement. She has been providing managemaatdé and market consultancy services for a
number of private companies since 2001. She isxparein economic and financial reorganisation
and business and organisational development plamsiness and investment valuation, internal
auditing. She was the Chairman of the Board of faudiof the City Council of Nocera Inferiore
(2009-2015) and the Chairman of the Board of Auditof the Fondazione “CRIS” foundation,
Province of Salerno (2011-2015). She has been hiagn@an of the O.1.V.@rganismo Indipendente

di Valutazione Independent Evaluation Board) of IACRstituto Autonomo Case Popolari,
IndependenPublic Housing Institute), Province of Salerno,csir?012; a Court-appointed Expert -
Civil Division — of the Court of Naples since 201e Chairman of the Board of Statutory Auditors of
Honda Palace S.p.A., in Rome, since 2014; a membéne O.LV. of the Salerno ASLAgienda
Sanitaria Locale Local Health Unit) since 2015; a Member of thefrical and Scientific Committee
of the SAF Scuola di Alta Formazionedigher Training School) of the ODCEC r@ne dei Dottori
Commercialisti e degli Esperti ContabiliAssociation of Professional and Certified Public
Accountants) of the Campania Region since 2013ulyn 2016 she was appointed as Standing Auditor

of ENAYV (the Italian air navigation service provijléelected from among the lists submitted by the
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Ministry of Economy and Finance), where she is raowAlternate Auditor. From 2009 to 2012 she
was a member of the Board of Directors of the Unsittg Consortium of Managerial Economics -
CUEIM. She was Chairman of the Technical Controm@uttee of theEnte di Ambito Ottimale
Servizio Integrato Risorse Idrichef ATO 4 Sele of Salerno from 2009 to 2011. Sheesrfor the
Corriere del Mezzogiorne RCS Corriere della Sera Group daily newspages.Itas been an auditor
and a management, financial and market advisoe 01 for a number of private firms (for example
EDM S.p.A., Seieffe Industrie). She has written r098 specialist publications. She is the Italian
delegate to the Global Innovation and Knowledged&oay in the United States. She is also a member
of the Editorial Committees of the scientific joatdournal of Innovation and Knowledgef Elsevier
and other international and Italian journals. Skum the international scientific researdbe’st Paper
Award', GIKA 2016 and JMC 2013. She has been confereha& and speaker in a large number of

workshops and national and international conference

STEFANO FIORINI —ALTERNATE STATUTORY AUDITOR

Mr Fiorini was born in Genoa on 15 July 1969. Hadyrated in Economics. He is a Certified Public
Accountant. He has gained significant experienceghi main sectors of industrial activities and
services. He has worked in the auditing sectorR¥MK S.p.A. and Arthur Andersen S.p.A.. He has
hold the position of Investment Director at PM & RENERS and ABN Amro Capital Investments
NV. He provides consultancy services in relatiorextraordinary corporate finance transactions and
in civil and criminal proceedings concerning digsurelating to economic, business and financial
issues. He is the Chairman of the Board of Stagufarditors of IGI SGR SpA, Meta-fin S.p.A.,
Phoenix Asset Management S.p.A. and Vimec S.slwell as a regular statutory auditor of Elemaster
S.p.A., lacobucci HF Aerospace S.p.A., Ligestra Siheand an alternate statutory auditor of S.M.R.E.
S.pA. and L.LE.T. S.p.A.. He is an associate mermbbledCommunity.

In compliance with the Corporate Governance Cole,Board of Statutory Auditors assesses the
requirements of independence of its members, irfittemeeting after the appointment (which was
held on 24 June 2015), as well as on a yearly losisacasion of the preparation of this Report.
During the current financial yeahe Board of Statutory Auditors assessed (at theting of 22
February 2017) the continuity of the requiremeriiteidependence of each Regular Statutory Auditor.
With regard to the notion of independence of thatubbry Auditors, the Board Statutory Auditors
followed the indications of the Code regarding ¢bacept of independence for the Directors.

In addition to the supervisory functions (pursunarticle 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 articledf9 egislative Decree no. 39/2010) in the capaaiy

“Internal Control and Auditing Committee”. In thcapacity, the Board supervises: a) the financial
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reporting process; b) the effectiveness of thermatecontrol and risk management systems; c) the
statutory audit of annual and consolidated accouijtshe autonomy of the Independent Auditing
firm, with specific regard to the performance ofvsees other than the audit of accounts provided to
the Company and to its subsidiaries on the path®findependent Auditing Firm and of the entities
belonging to its network.

Furthermore, the Board of Statutory Auditors: subnthe reasoned proposal to the Shareholders’
Meeting as to the appointment of the independeditiag firm for the statutory audit of accounts and
the determination of the relevant fees; verifiasdhrrect application of the assessment procedune:s

of the criteria adopted by the Board of Directarai$sess the independence of its members; supervise
the conformity with the principles reported in tiensob Regulation of the Procedure adopted by the
Company regarding Related Party Transactions, #sagé¢he relative compliance, and reports to the
Shareholders’ Meeting in accordance with art. 2429agraph 2, of the Italian Civil Code and arB3 15
of the Consolidated Law on Financial Intermediation

In particular, in this regard the Board of Statytéuditors constantly supervises if the Company
correctly applies the existent procedures on thiteema

The Statutory Auditors take part in the meetingghef 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 Boar&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 Auditegal and Corporate Affairs and Compliance units),
the Independent Auditors, the Control and Risks @dtee, the Surveillance Body referred to in
Legislative Decree no. 231/2001 and with the Offinecharge of financial reporting referred to @wl

no. 262/05. Specifically, the Board of Statutoryditars — that constantly attends the meetings ef th
Control and Risks Committee - receives the necgsgzgrational assistance for the performance of its
own auditing work from the Head of the Group IntdrAudit, obtains all the Audit Reports and
examines the Annual Control Plan.

In the course of the financial year, the Board taft@ory Auditors plans meetings with the Boards of
Statutory Auditors of the companies that are digeciwvned or “strategic” (in order to allow a
profitable exchange of information with specifigaed to the corporate operations, the characksisti
of the internal control and risk management systachthe corporate organisation), as well as wigh th

Top Management of the Company and of directly-ownmetstrategic” companies.
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The Board of Statutory Auditors meets the Surved& Body as per Legislative Decree 231/2001
periodically also with the purpose of obtaining th@ormation necessary for it to fulfil its
responsibility for overseeing the functioning oflasompliance with the Organisational Model and its
reviews.

Statutory Auditors also attend Shareholders’ Megstiand, collectively or individually, Board of
Directors Committee meetings.

The Board of Statutory Auditors’ meetings may bédhiey 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. Furthermioregrder to assist them in coming to a better
knowledge of the scenario in which Finmeccanicaraggs 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 onsipervision activity to the Shareholders’ Meeting
in the specific Report prepared pursuant to art3 % the Consolidated Law on Financial
Intermediation, which is published together witk #hnnual Financial Report.

The Board (pursuant to article 2404 of the Ital@imil Code) must meet at least every ninety days.
During the 2016 financial year, the Board of StatyitAuditors held no. 20 meetings, of an average
duration of about 3 hours and a half. During th&72financial year, as at the date of approval f th

Report, no. 5 meetings had been held.

Below are reported the data concerning the preseihttee Statutory Auditors in the meetings of the
Board of Statutory Auditors, as well as in the rimeg of the Board of Directors, which were held in

the course of the 2016 financial year:

Attendance
Board of Statutory Auditors B.o.D.
Riccardo Raul Bauer 20/20 meetings 10/11 meetings
Niccolo’ Abriani 18/20 meetings 11/11 meetings
Luigi Corsi 18/20 meetings 10/11 meetings
Francesco Perrini 18/20 meetings 10/11 meetings
Daniela Savi 20/20 meetings 11/11 meetings
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All absences were excused.

B.0.S.A. Average attendance at meetings

0,
94% 95% 94%

2016 2015 2014

Finally, with regard to the new application criteriset out in the latest edition of the Corporate
Governance Code for paying Statutory Auditors @nldasis of the commitment requested of them, the
importance of their roles and the size and sedttneenterprise, 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 the Higof the substantial increase in the Board's work
after the change in the Company’s size and fieldpafrations resulting from the launching of the One

Company project.

13. INVESTOR RELATIONS AND SUSTAINABLE RESPONSIBLE INVESTORS (IR&SRI)

For the purpose of ensuring an ongoing and prafeakirelationship with all its Shareholders and
institutional investors, the Company has formedQaganisational Unit under the name of Investor
Relations and Sustainable Responsible Investor§,(8Rich was further expanded in 2016 in order
to follow more closely ESG (Environmental, SociaiddaGovernance) matters that cannot be
disregarded if stakeholders are to make a cori@manic, financial and reputational appraisal of a
listed international company.

The growing importance of ESG issues is confirmgdtie recent adoption into Italian law of
Directive 2014/95/EU (under Legislative Decree 284/2016), which obliges entities to disclose non-
financial information regarding the risks involviedand the results achieved in environmental, $ocia

and labour matters, in the respect of human rightsdiversity and in the fight against corruption.
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Investor Relations & Sustainable Responsible lmresareas of responsibility

Fixed Income Group

Equity Analysts

and Investors Analysts and Sustainability
Investors & and ESG
Credit Rating

Agencies

The new organisation is illustrated through théofeing business areas.
Financial Disclosures

IR&SRI contributes to laying down the Group’s fiméad disclosure strategy and equity story
consistently with the strategic objectives in thdustrial Plan. In continuous contact with the ficial
market and numbers of financial events, it helgsfiliancial market to learn more abduaonardo as
regards its strategy, business, commercial andossienand financial performance and the related
prospects, as well as Corporate Governance and iES@s, which are referred to in the specific
paragraph.

A particularly important part of this activity apresentations to the financial market of the annual
six-monthly and quarterly financial results, usyatiade in London (also in conference call and by
webcast).

Moreover, IR&SRI organises Company Roadshows whbk Group’s Management, the Deal
Roadshows on the occasion of extraordinary tramsecend the Investor Day with site visits, Day
that is organised on average once a year.

Finally, during the main shows for the sector, ulgthg, alternatively, Farnborough (England) or & L
Bourget (France), meetings between groups of iovestnd the Top ManagemeiftLeonardo and of
the main Divisions are organised, proposing speg@ifesentations of the main products and systems

present at the airshow (product tour).

The first One Company event was arranged in Ma8d6 2t the Helicopters Division at Vergiate. It
was attended by over 100 guests, consisting afutishal investors, financial analysts and mer¢han
banks.

The aim of the event was to present the new Growgtsre, its technological excellences and its

integrated solutions to the financial community ttoe first time.
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Credit Rating Agencies

IR&SRI is responsible for handling relations withet three Credit Rating Agencies (Moody'’s,
Standard & Poor’s, Fitch) which have, up to thiedj awarded.eonardo 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 #itest 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.

In 2016 the Fitch Credit Rating Agency raised thmmpany’s Outlook from Stable to Positive; the
three Agencies had already improved its Outlookfidegative to Stable in 2015.

Sustainable Responsible Investors and ESG

Leonardo has strengthened the area which oversakhandles ESG issues and which, besides
drawing up the Sustainability and Innovation Repawnducts relations with the ESG Rating
Agencies and deals with the process of admissiotihéomain Sustainability indicators. In 2016 it
started to integrate ESG matters with the SustdityatPlan and to lay down a structured

Sustainability governance plan, mainly by:

» working out the Group’s Sustainability strategysotigh the preparation of the first

Sustainability Plan in accordance with the Indastrlan;

* drawing up a Sustainability Governance, in the &aark of which the Board of
Directors’ Nomination Committee was given furthesponsibilities for Sustainability

and Corporate Governance in September 2016;

« forming a Sustainability Council, which sets out vgmance rules and
Sustainability/ESG plans of action and manages rieevork of Sustainability
Ambassadors, who are responsible for implementirdyraonitoring the progress of
the Sustainability Plan’s strategy and actions;

* establishing a model for the control and managerktite Group’s ESG with a view

to preparing integrated qualitative and quantitatieports.
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Gp)

Shareholder Engagement

In consideration of a significantly increased pptition of the international institutional invetaat
the Leonardo’s Shareholders’ Meetings (Sharehotaivism), IR&SRI has responded promptly to
this phenomenon with a strong commitment to Shadelhdngagement which meets their needs and

expectations and helps them to take an activeip#rese meetings.

Engagement work consists of arranging conferendks @nd special meetings with the main

institutional investors and proxy advisors not odilying the months leading up to the Shareholders’
Meeting, but also throughout the year. Discussians planned on new scenarios, trends and
regulations which could also have an impact onstemthe agenda of Shareholders’ Meetings and on

how investors vote.
On Line Communication

The sections of Leonardo’s institutional websitmed at satisfying all the stakeholders propose a
wide range of documents. More information on itdbDstructure, Risk Management and Guidance
notes has been included, in addition to the Codatd Financial Statements and the financial
Presentations, with links to the webcast, audi@@idnd the sharing of information in the main docia

channels (SlideShare, Twitter and YouTube). A laagea of the section is also dedicated to the SRI
(Sustainable Responsible Investors) and ESG (Emviemtal, Social and Governance) issues. The
approach to communication on issues related toaBadiility is also being reviewed, the objective

being to present it as a component part of Leonaidddustrial Plan.

Other information of interest to shareholders igilable in the Corporate Governargection of the

Company’s website, as mentioned in greater detgnaragraph 14 below.
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The Head of the Investor Relations a8dstainable Responsible Investors (IR&SRI) is Ralfia
Luglini, who reports directly to the CEO — Chief dexitive Officer and General Manager Mauro
Moretti.

Contacts
Tel +39 06 32473. 066

Raffaella.luglini@leonardocompany.com

ir@leonardocompany.com

14. SHAREHOLDERS’ MEETINGS (Art. 123bis, 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 éofocedures 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 StatemenksnnB80 days of the close of the fiscal year.
Shareholders’ Meetings are called by means of mepublished on the Company’s website (as well
as per extract printed in at least one nationdy cegwspaper), containing the information requibsd
Art. 125bis of the Consolidated Law on Financial Intermediatiat least 30 days prior to the date set
for the Shareholders’ Meeting on first call, exckptany Shareholders’ Meetings called: i) to appoi
the members of the corporate bodies through th&diing (for which the time limit is of 40 daysj)

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 togetherothdgr Shareholders, at least a fortieth of theeshar
capital may make, within the time limits and ac@ogdto the procedures set out in article 126 of

the Consolidated Law on Financial Intermediatiod anthe Company’s notice of call, additions to
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 thesmisy the focus has always been on encouraging as

many Shareholders as possible to attend ShareboMeetings and on ensuring that Shareholders are
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provided with the highest quality information, llfcompliance with the regulations regarding price
sensitive information and the disclosure of “regediinformation”.

Therefore, all the relevant documents regarding itbes on the agenda concerning the specific
Shareholders’ Meeting are promptly made availablthé public through the Company’s website and
are simultaneously filed as required by regulatiansluding with reference to the regulations in
force; in particular, the Company takes steps tonmtly publish — in an appropriate area that can al
be accessed directly from the website’s home patpe -Aotice of call, the explanatory Reports of the
Meeting’'s agenda and any other documents to beitteldnto the Shareholders’ Meeting, proxy forms
and information on the amount and composition & #fhare capital, as well as any documents
following the same Meeting (a summary report oringpind minutes of the shareholders’ meeting).
The specific Corporate Governance section on thepaay’'s website also includes further relevant
information, which is promptly updated, concernitige Company which are interesting for the
shareholders: composition of the corporate bodiekcarricula of the related members, disclosures
on Internal Dealing, minutes of the Shareholdergelihgs and of the Board of Directors meetings,
the Company’s By-Laws and other relevant corpodieumentation, including this Report, with
related historical archive. Moreover, in this sectihere are also some specific areas with special
information and documentation related to extra@diniransactions carried out by the Company.
Furthermore, a specific chart has been preparedchwhlustrates the Company’s Corporate
Governance system, in order to allow an overviewhefvarious bodies, as well as to report, for each
of them, the related composition and place of dmxty within the corporate governance structure.
The Board of Directors also saw that Shareholdeesevgiven 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 specifiepentations - 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.
9 out of 11 Directors attended the Meeting of 28il53016.

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.
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Right of attendance and voting at the Shareholderdleeting

Based on the Record Date mechanism, the rightieéacgiShareholders’ Meeting and vote is held by
those who communicate via an authorised financi@tdr that they hold shares of the Company seven
trading days prior to the date set for the Shadgrsl Meeting in first convocation.

Any notices given by the broker shall be receivgdhe 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 accourterathe Record Date are not relevant to the
entitlement to exercise voting rights at the Shaladrs’ Meeting.

The entitled persons can be represented by wrjitery, which may be notified to the Company
pursuant to Law and By-Laws as indicated in theiceotalling the Shareholders’ Meeting. The
Company provides the entitled persons with a priiotyn 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 themmon representative shall comply with) on all or
certain of the items on the agenda. Such proxy mesgiven by the end of the second trading day
prior to the date set for the Shareholders’ Meebingirst 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 Shareholdégsting.

Finally, as required by article 12&r of the Consolidated Law on Financial Intermedmtithe
Shareholders may also submit questions on thegssuéhe agenda before the Shareholders’ Meeting,
within the time limit (so-called cut-off date) aratcording to the procedures specified by the
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 beginoiribe Meeting.

Operations and Competences

The Shareholders’ Meeting is held in ordinary artla®rdinary sessions and may pass resolutions on
all issues reserved to them by applicable lawsegixtor 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 fipdounder 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).
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Extraordinary Shareholders’ Meetings also requieefvourable vote of at least three-fourths of the
capital represented in order for resolutions tesgasction 16.4 of the By-Laws).

The Shareholders’ Meeting is chaired by the Chawrmmfithe Board of Directors, who directs the
proceedings ensuring that discussions take placeeatly and that shareholders are enabled to
exercise their rights to speak and reply on eagh dealt with.

With the purpose of setting out the appropriatecedoires for ensuring meetings are conducted in an
orderly and constructive fashioghareholders’ Meeting Regulatigneave been adopted by the
Company for some time, which define the main asp@ttch as the right to take part in Meetings or to
be present at them, rules for debate, voting mathatangements 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 abxércise this right, the Regulations contain spec
provisions concerning the manner in which requastspeak on the individual items on the agenda
should be presented, the maximum time Shareholersallowed 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 prooesidor admittance to Shareholders’ Meeting
locations by those entitled to attend (Art. 4) angbressly provide for procedures for addressing
Shareholders’ concerns prior to the Meeting (AB). ib keeping with the law in force.

These Regulations are always distributed to alr&i@ders whenever a meeting is held and may be
viewed in the Corporate Governance section of th@iany’s website.

During 2016, changes were recorded in the Compangiket capitalisation which were affected by
the great weakness of the Italian economic anahdiiah scenario.

It should be remembered that, as already repontélais Report, the percentages envisaged in the By-
Laws as to the exercise of the rights protectingamiiy Shareholders, in particular the ownership of
1% of the voting share capital required for themigsigion of lists of candidates for the position of
Director or Statutory Auditor of the Company (sent 18.3 and 28.3 of the Company’s By-Laws),
are actually corresponding to (as were in the @uofsthe 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.
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15. ADDITIONAL CORPORATE GOVERNANCE PRACTICES (Art. 123-is, para. 2, lett. a), TUF)

This paragraph provides the latest information loa tain decisions and organisational measures
taken by the Company, in the further implementatidnthe overall process of reorganising and
strengthening its Corporate Governance systenmhtdsabeen undertaken for some time.

Specifically, information is provided below in rétn to the_final execution and implementation of

the Group’s new Organisational and Operating Mdtle¢ guidelines of which were issued by the

Board of Directors on 19 June 2014) and to thetmidil Governance initiativesndertaken by the

Company, which are in line with the specific guidet of the new 2015 Corporate Governance Code,
as well as in compliance with the Recommendatidready set out in the final Report of the Flick

Committe€e’.

v" Group’s Organisational and Operating Model — One Capany

Starting from 1 January 2016 all the Group’s atiéisiin the core sectors of Aerospace, Defence and
Security (A, D&S) were concentrated in thew One Company, a single company structured into
divisions

Through the full review of the organisational sttwe and of the field of operations of the Company,
the Group’s new Organisational and Operating Madas$ finally implemented, the guidelines of
which had been set out by the Board of Directord ®dune 2014 in the framework of the measures
taken to strengthen and consolidate the Group’ss@®ance and the overall process of reorganisation,
in line with the structural measures adopted bymain competitors in the reference context.

The new structure, which is characterised by elesnatich are signs of pronounced discontinuity
with the Group’s past plans and by the replacenoérthe previous holding company model, has
entailed the adoption of a division-based model #uedstrengthening of Corporate functions through
the integration of the operations of the Italiabsdiaries into the new corporate structure, indbe
business of Aerospace, Defence and Security andahsfer of the same to the Divisions, with aél th
functions necessary for developing and managinig teepective business lines.

The corporate business combinations required #®@rirtiplementation of the One Company (mergers
of OTO MELARA S.p.A. and WHITEHEAD SISTEMI SUBACQUES.p.A. by incorporation into
the *“old” Finmeccanica S.p.A.; partial demergers @&LENIA AERMACCHI S.p.A,
AGUSTAWESTLAND S.p.A. and SELEX ES S.p.A. in favoaf Finmeccanica S.p.A.) produced
their respective effects, including for accountamy tax purposes, with effect from 1 January 2016,
through the establishment of a single Company vetidecentralised operational organisation,

structured intel Business Sectoend?7 Business Divisions

® The Flick Committee’s Report and Recommendatioasaanilable in the section of Ethics and Compliaoite
the Company’s website.
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Aeronautics Sector
- Aircraft Division

- Aerostructures Division

Helicopters Sector

- Helicopters Division

Electronics, Defence and Security Systems Sector
- Airborne and Space Systems Division

- Land & Naval Defence Electronics Division

- Defence Systems Division

- Security & Information Systems Division

Space Sector

The merger of SIRIO PANEL S.p.A. — a directly andoly owned company that is already operating
within the business perimeter in the Airborne & &p&ystems Division - by incorporation into
Leonardo (which was resolved during 2016) came @fitect on 1 January 2017 in the context of the
new Group structure that has been described, andrder fully to achieve the objectives of
organisational efficiency, optimisation and strategtionalisation the Group has set itself by forgn
the One Company. The merger decision respond®todfd to exploit the expertise and know-how in
various fields that the Company has acquired iretdeb structured corporate framework with the
necessary financial solidity and profitability.

Finally, as a further step towards a complete foangtion into a single integrated enterprise,ribe/
Leonardo MW Limited also became fully operational b January 2017. The incorporation of this
company during 2016 combined Leonardo’s activitre8ritain in a new single entity whose 7,100
employees in the United Kingdom make it one ofldaling 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 DR Technologies UK Ltd, which will theperate under the single brand of “Leonardo”.

v Whistleblowing Guidelines

Acting on the instructions expressed by the Comgo@overnance Committee — with particular
reference to the issuer companies belonging toFIRBE-MIB index - in the latest edition of the
Corporate Governance Code (as well as in accordaitbérecommendation no. 4 expressed by the

Flick Committee), in the framework of the measures it is takingtt@ngthen the Group’s governance
system, the Board of Directors approved (on 18 MaPO15) the rules oriWhistleblowing

Management Guidelinesiimed at laying down and describing the specifacess 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. Dedicatédnnels have been created to encourage personnel
to report their complaints and at the same timaraswhistleblowers of the utmost protection and
confidentiality.

The Board also approved the consequent formatiothef\Whistleblowing Committeewhich is
responsible for handling all the complaints receitleat involve the Leonardo Group in the various
phases of their investigation, reporting and mamtpthe action plans put in place to resolve any
anomalies that are detected.

The Committee is composed of the Heads of the dtig Organisational Units: Group Internal
Audit; Legal, Corporate Affairs and Compliance; Aidistration, Finance and Control; Human

Resources and Organisation; Security.

v Anti-Corruption Code

In the meeting held on 21 April 2015 the ComparBdsrd of Directors approved, also on the basis of
Recommendation no. 1_expressed by thé&lick Committee, the “Anti-Corruption Code of the
Finmeccanica GroupWwhich integrates the rules for preventing and tfiggh corruption already in
place in the Group; it is an organic and cohergmstesn based on the principles of integrity and
transparency whose purpose is to counter the askmlawful practices in the conduct of corporate
business and activities at any working level andriy geographic area.

The Code is the strong measure that the Board déeideat! to take in order to complete the task of
boosting internal control safeguards, in accordamitie the relevant regulations and in line with the
highest international best practices in the sector.

Among the provisions in the Code is one (in accocdavithRecommendation no. 5 expressed by the
Flick Committee) which refers to a training programme whose ainto iprevent the risk of corruption

through annual sessions in which Personnel arauttet in the contents of the Code.

v" Corruption Prevention Coordination and Consulting Board

This Board, which was established in 2014 (alsaccordance witfiRecommendation no. 2 expressed
by theFlick Committee) and is composed of tigro temporeChairman of Leonardo and by theo
temporeChairmen of the Control and Risks Committee, tlearB of Statutory Auditors and the
Surveillance Body as per Legislative Decree 231126f0_eonardo, is responsible for coordinating the
offices responsible for verifying compliance witetapplicable rules of conduct at Group level, as
well as for overseeing the application of the Abgirruption Code and for making proposals for it to

be reviewed or amended.
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v' Directive on the management of business negotiatisn

This Directive, which was issued on 30 March 2Ga8s 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&id
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 legistatiin force, as well as with the guidelines laidvdo

in the Organisational, Management and Control Ma@deper Legislative Decree 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
management tool for ethical conduct in business ameffective element in corporate strategy and
organisation.

Knowledge of and observance of the Code of Ethicalbthose who do work for Leonardo are,
therefore, primary factors for the Company’s trammepcy and reputation and the Company therefore
commits itself to making the Code known to all #aegth whom it has business dealings, expecting
such persons to make themselves acquainted wittulds®in the Code and to respect them.

The Directors are responsible for implementing eswewing 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 231/2001.

In the first quarter of this financial year (at thneeting held in 23 February 2017) Leonardo’s Board
of Directors approved the changes to the Code obic&t adding provisions more specifically
regarding health and safety at work and the enment (also in the light of the recent legislation
regarding eco crimes). The Board emphasised therismpce that the Company attaches to these
themes and reinforced — also following the adoptdthe One Company Operational Model - the
specific provisions regarding the safeguardinghef ¢orporate assets, again drawing attention to the
concepts of truthfulness, integrity and transpaydncaccounting, in financial statements, in report

and in all other forms of social communication asdamental principles in the conduct of business.
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The updated version of the Code of Ethics is alkglaon the Company’s website, in the specific
section of Ethics and Compliance.
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TABLE 1: INFORMATION ON THE SHAREHOLDERS STRUCTURE

Significant stakesin 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 Analysis of

Board of Directors for the three year period 2014-016 Governance Committee International
appointed by the Shareholders’ Meeting on 15 May 201

Control
and Risks
Committee ***

and R Scenarios
Sustainability Committee

Committee R
*k*k

Attenda ) o] ” o ” o] " o]
Date Independent Independent nce Other L S @ § @ S @ S
- . . Non- Cons. Law " o o o
Position Members of first Executive ; Corp. Gov. . BoD | positions = * 2 S * 2 [= * 2 [= * 2
. executive on Fin. . - (7} o Py < by o by o
appointment Code . Int d meetings S 2 = 2 = 2 = 2
nterme * b < < <
. Giovanni
Chairman DE GENNARO 04/07/2013 X 11/11 0
Chief Executive
Officer and Mauro
General Manager| MORETTI 15/05/2014 X 1111 0
Director Guido ALPA 15/05/2014 X X X 11/11 0 M 7/10 C 6/6
. Marina Elvira
Director CALDERONE 15/05/2014 X X X 10/11 0 M 6/6 M 5/5
Director and Lead paolo
Independent CANTARELLAO 04/05/2011 X X X 11/11 0 Cc 10/1¢
Director
Director Marta DASSU’ 15/05/2014 X X X 11/11 1 M 6/6 C 3/3
. Alessandro
Director DE NICOLA 15/05/2014 X X X 11/11 0 M 5/5 M 3/3
Director Dario FRIGERI®? |  04/07/2013 X X X 11/11 2 M 5/6 C 5/5
Director Fabrizio LANDI 15/05/2014 X X X 11/11 3 M 9/10 M 2/3
Director Silvia MERLO" 04/05/2011 X X X 11/11 3 M 10/10 M 2/3
Director Marina RUBIN(” 15/05/2014 X X X 11/11 0 M 6/6 M 5/5
Number of meetings held during 2016: BoD: 11 Control and Risks Nomination, Governance and | Remuneration Analysis of International Scenario
Committee:10 Sustainability Committee8 (°°) | Committee:5 Committee:3
Quorum for presentation of lists for the appointment of tke BoD: 1% of the share capital with voting rights &Ordinary Shareholders’ Meeting
NOTES
@ Director in charge of the internal control andknisanagement system.
* All absences from BoD or Committees meetingseazised.
** This column contains the number of positions asdbors or Statutory Auditors held by the direstserving in other companies listed on regulatetkets (in Italy and abroad), and in
finance houses, banks, insurance companies or m@jopanies. The positions are described in futh@éReport.
e This column contains the position of the BoD membeahe Committee (C/Chairman, M/Member).
o Director appointed from a list submitted by thenarity.
) Nomination Committee until September 2016.
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TABLE 3: STRUCTURE OF THE BOARD OF STATUTORY AUDITORS

Board of Statutory Auditors (three-year period 20152017)

appointed by the Shareholders’ Meeting of 11 May 2Ib

Number of other

Position Members Date of first appointment C;?s.eg?)ygg de égggd:ggi:;;hj Ig[;?c;?::t?ngtst?f positi*cr:s held
Chairman Riccardo Raul 16/05/2012 X 20/20 10/11 ®
Regular Auditor Niccolo ABRIANI * 16/05/2012 X 18/20 11/11 0
Regular Auditor Luigi CORSI 11/05/2015 X 18/20 10/11 0
Regular Auditor Francesco PERRINI 11/05/2015 X 18/20 10/11 1
Regular Auditor Daniela SAVI 11/05/2015 X 20/20 11/11 0
Alternate Auditor Maria Teresa CUOMC 11/05/2015 - - -- 1
Alternate Auditor Stefano FIORINF 16/05/2012 - - -- 1

Number of meetings held during 2016: 20

Quorum for presentation of lists for the appointment of the Board of Statutory Auditors: 1% of the share captial with voting rights at
Ordinary Shareholders’ Meeting

NOTES

* Auditor appointed from a list submitted by the ority.

** All absences from meetings are excused.

***  This column indicates the number of positions aditar (Art. 144terdecies para 1, Issuers’ Regulations) held in other issu€he full list of governing and control
positions (Art. 144erdeciespara, 2, Issuers’ Regulations) is published bggdb on its website pursuant to art. Tidaquiesdeciesf the Issuers’ Regulations.

() Engagement in a listed company starting fikéanch 2017.
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