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The Leonardo Group

Leonardo SpA is a global high-tech company in the Aerospace, Defence and Security sectors. The Company
is based in Italy and employs nearly 50,000 people; it has a significant industrial presence in four markets
(Italy, the United Kingdom, the USA, Poland and Israel) and strategic partnerships in the major international
markets with high potential.

L Leonardo SpA has an organisational structure divided into five Divisions and also operates through
subsidiaries and joint ventures (including Telespazio and Thales Alenia Space, joint ventures with Thales,
ATR, joint ventures with Airbus and MBDA).

Highlights (31/12/2022)

REVENUES EMPLOYEES 4P| ORDER
129l BACKLOG
€bil. 14.7 #51,392 N €bil. 37.5

NEW ORDERS ‘
€bil. 17.3

Shareholding structure (February 2022)

7,1%
0,5%
= |Institutional Investors

= Ministry of Economy and Finance

= Individual Investors

= Own Shares

= Not Identified
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Leonardo Strategic Plan: “Be Tomorrow —Leonardo 2030

In 2020 Leonardo launched the “Be Tomorrow — Leonardo 2030” Plan, a renewed strategic vision projected
over the next years, even to adapt periodically and with the necessary flexibility to the changing relevant
context, leveraging its technology skills, as well as its human and intellectual capital.

“Be Tomorrow — Leonardo 2030” identifies the Group’s strategic guidelines, with the aim of making the
company even more solid, global and a driver of innovation.
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This ambitious objective is based on three main lines of sustainable growth:

Strengthen Our Core - Further strengthen our core business and operations, including through a more
focused and homogeneous portfolio of activities:

e increasing the critical mass in strategic areas, in particular Helicopters, Electronics, Cyber security
and Unmanned vehicles, to strengthen its organisation and gain leadership positions at
international level;
strengthening its footprint in global markets;

e evolving its business approach from being a supplier of products to becoming a global partner.

Transform to Grow — Transform processes to make the organisation more modern and flexible and seize
new opportunities:

e diversifying the business portfolio, enhancing cross-sector and distinctive competencies -
Digitisation, Command and Control, Connectivity, Cyber Security;

e meeting the needs of our customers more and more efficiently, with innovative service-based offer
models (X-as-a-Service), measuring customer satisfaction on an ongoing basis and excellence in
Simulation & Training solutions and systems;

¢ investing in people and skills to be able to support business ambitions.

Master the New — Create new technologies and new high-tech markets to lead innovation:
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through Leonardo Labs, technology incubators for the development of innovative competencies
across all the Group's business;

increasing the share of investments in research activities;

focusing on Intelligent Autonomous Systems to achieve leadership in all domains.

On this basis, Leonardo, as a leading industrial and technological company, intends to act as a driver for
development to give its contribution to global safety and progress:

by contributing to digital independence and autonomy in a pan-European view;

by supporting technological sovereignty as a vital condition for the growth of the Company and of
the countries in which it operates;

by promoting a new approach to sustainability, integrated across the business, which is outlined
in the Sustainability Plan, in terms of technological and process innovation, inspired by the SDGs
of the United Nations 2030 Agenda and the guidelines of the European Green Deal,

by developing new capabilities, both in civil and military sectors, in order to respond to the
challenges posed by the complexity of the digital era: interdependence, interrelationship and

speed of evolution.

Strengthen Our Core

Transform to Grow

Master the New

v Partner of the Global Transformto Grow Creation of Leonardo
Combat Air Programme Launch of the LEAP Labs
(S pizogr?jmmel forsuptply Leadership in ESG ratings
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Leonardo Sustainability Plan

In line with the Be Tomorrow — Leonardo 2030 and the priorities emerged from the materiality analysis,
Leonardo has drawn up a Sustainability Plan to cover the entire value chain: from research and development
to operations, from customer support solutions to social impacts. The Sustainability Plan identifies eight
thematic areas (clusters) on which to act to address global sustainability challenges and accelerate a
sustainable and inclusive transition in the direction of the Sustainable Development Goals (SDGs). Each
cluster includes specific projects, measured by KPIs acting on the ESG pillars.
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The contribution of the Remuneration Policy to the company
strategy

Leonardo's Remuneration Policy is designed to meet the challenges posed by the Strategic and Sustainability
Plan, forming anintegral partof the Industrial Plan. The link between variable incentive plans and the Industrial
Planis described below:

STRATEGIC SUSTAINABILITY
I
AMBITION FOR A COMPANY...
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Evolution of Leonardo's remuneration policy during the term
of office

Starting from 2020 Leonardo has laid the foundations for a remuneration policy aimed at increasing
competitiveness in the long term and ensuring the achievement of sustainable success.

During its term of office, the Board of Directors has in fact supported the development of Leonardo's
remuneration strategy, based on evidence deriving from specific market benchmarking analyses and through
the continuous involvement and listening to all stakeholders; at the same time it has carried out, year af ter
year, a careful review of the Report, in order to align the remuneration system with the Group's objectives and
strategy, with a view to pursuing sustainable success and creating value in the long term.

Specifically, the actions taken by Leonardo during the three-year period from 2021 to 2023 were aimed at:

e Strengthening the link between remuneration and sustainability strategy through the increase in the
weight of the ESG component inthe scorecard of the short-term plan and the focus on ESG indicators
pertaining to the environmental sphere and of Diversity, Equity & Inclusion, as far as the long -term
planis concerned;

e Strengthening the variable incentive systems in order to make them even more aligned with market
best practices, linking them to a structured set of objectives capable of assessing performance as a
whole;

¢ Improving disclosure on the process and areas in which exceptions may be made to the remuneration
policy, in the exceptional cases provided for by the Consolidated Law on Financial Intermediation
(TUF);

¢ Aligning the remuneration policy with market best practices and the instructions from proxy advisors,
in the area of severance and non-competition agreements,

L The 2023 Remuneration Report, which is in substantial continuity with the previous Report, represents a
stage in the process of reviewing Leonardo's remuneration policy, aimed at ensuring ever greater alignment
between the interests of all stakeholders..

Pay mix

The chart shows the overall Pay Mix on the basis of the targetincentives (which for the CEO is equivalent to
the maximum incentive) set out within the scope of the short-term incentive plan - MBO and of the share Plan
ILT 2023-2025.

Executives with
Strategic
Responsgmilities

Board Directors Chief Executive General Manager
Officer

45% 42%
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B Fixed Remuneration [l Short-term Variable Remuneration Long-term Variable Remuneration

Trend of voting results (2018 - 2022)

The following graph shows the trend of voting at Shareholders’ Meetings relating to the contents of Section |
on the remuneration policy in the last five years (2018-2022). It shows a substantially positive trend of votes in
favourin these years. The results in general and especially the reasons given for votes against cast at the
2022 Shareholders’ Meeting, even through stakeholder engagement and the monitoring of recommendations
from proxy advisors, have been taken into account in considering and evaluating the updates and
improvements made to the Remuneration Policy and this document.

2019 2020

KEY

B Votesin favour

[ Votes against
Abstentions
Shares for which no vote was
cast

2021 Section| 2021 Section Il 2022 Section | 2022 Section |l
207% 1.65% - 2.10% %

|
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Principles, Aims and Governance of Remuneration Policy

The remuneration policy sets out the principles and the guidelines to determine the remuneration of the
members of the Board of Directors, as well as the specific criteria through which the remuneration of the
Group’s management is established, in accordance with the Governance model adopted by the Company and

the recommendations laid downin the Corporate Governance Code.

Aligning the remuneration
package with the
international market best
practices

Convergence of

interests between

management and
shareholders REMUNERATION

POLICY

Complying with neludi
Transparency and Merit ncluding
system principles behind SHORT-TERM VARIABLE Sustainability/ESG
the Leonardo Group objectives consistent
with the industrial strategy

strategy
LONG-TERM VARIABLE

Attracting/retaining resources
regarded by the Company as
key performers

Reducing excessively risk-
oriented behaviour

S
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Governance

The Leonardo Group has arranged a process of Governance of remuneration systems, which involves
both corporate bodies (Shareholders' Meeting, Board of Directors, Remuneration Committee and Board of
Statutory Auditors) and some Corporate Organisational Units (Chief People, Organization Officer Unit, as
well as other Organisational Units with specific expertise in the matters dealt with)

Attivita svoltedal Comitato per la Remunerazione nel 2022
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The Report on remureratlon polley and fees pald was conskkred and
approved on ape nlaky bask, whkh mostbe sabmied © te Boarl Brary
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ricsndve Pan 2022-2024

Shorde m obfectives B1BDG were setdorthe CBD for 2023, gh g the e okl
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supplementary amantotthe Leorank
GRIp
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Palley ragarding Femunsration and Fees Pald
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award of the Plan's Bownzes, siathg te
cakgorks of =eetclark s and te amont
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Remuneration Policy 2023

The following section provides a summary of the 2023 policy elements, without prejudice to the powers of the
Shareholders' Meeting and of the newly-appointed Board of Directors to set out fees pursuant to Article 2389,
paragraph 1, and Article 2389, paragraph 3, of the Italian Civil Code, respectively.

> Board of Directors

For the corporate bodies, except for some directors who are vested with specific duties (CEO), the
remuneration consists exclusively of afixed element:

- Fees under art. 2389, Fees under art. 2389,
Position paragraph 3 paragraph 1

President of BoD €400.000

CEO €920.000

BoD Member .

D Below are the Fees payable for the participation in the Board Committees and in the Board of Statutory
Auditors:

IIIIIIIIIIIIIHHHHEIIIIIIIIIIIIII

Chairman of the Board Committee

Fees

Member of the Board Committee

Attendance fee
(for each Committee meeting)

Chairman of the Board of Statutory
Auditors

Member of the Board of Statutory
Auditors



> Chief Executive Officer

Variable Remuneration

Variable remuneration is divided into a short-term component (MBO Scheme) and a long-term
component.

Short-term Variable component

The aim of the short-term variable component is to encourage the achievement of the annual objectives
laid down in the Company’s budget and in line with the business plan for the relevant year. The MBO
Scheme is structured in a manner which creates a transparent link between monetary remuneration and the
degree to which the annual objectives have been achieved and provides for the following payment of the
Bonus (for the CEO is equivalent to the maximum bonus):

Target Bonus Targer Bonus

(% Fixed Remunertion)

CEO €660.000

Performance Gate and Objective Table - MBO:

Type of Objective Weight  Functioning Target /
objective mechanism Guidance
o EIZBUMIH Inwurm:m
a thresholds. are dehigrwed
§ Group EBITA 0% On / Off €1.370 Min - EEITA- A% of
£ 3 o s o
E © Ei qn al Group Free Operaling Cash Flow .., Range Payout: Co € BO0 min | e
g NG (FOCF}) 100%-150% -
Book to Bill 15% On / Off =1
Strategic
I i .
Launch o1 3 new lines of research | 15u On/off Strategic Plan
Inclusion of Leonardo in Dow Irclusion of
Jones Sustainability Indices % O f OF Leonardo
Sustainability
Reduction in average accident
! 53,
frequency rate 3% OnJ Of lys 3.3

If the target is over-performed for the FOCF indicator (the only one for which over-performance is
envisaged), this does not entail the over-performance of the overall short-term variable incentive. In fact the
maximum amount set for this remuneration component is equal to the target. Therefore, a payout >100% for
FOCEF is awarded only if other objectives are not achieved to target.

13
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Long-term Variable Component

The Shareholders’ Meeting held on 19 May 2021 approved the Long-Term Incentive Plan of Leonardo.

While maintaining the main architectural elements unchanged, the Incentive Plan has introduced, at a
structural level, sustainability performance objectives consistent with the Strategic Plan, as well as the
strengthening of the pay-for-performance link by designing payout curves for all objectives.

The long-termincentive planis divided into 3 three-year cycles, each starting from the year 2021, 2022 and
2023.

The incentive is fully expressed in ordinary Leonardo S.p.A. shares.

The payment of the incentive is conditional on the achievement of targets relating to a three-year period and
linked to the following performance indicators:

KPIs Weight Reference Performance Payout
Financial Range (target/ Range
Periods guidance)
1 100%
2 100%
3 100%
4 100%
g
Relative Total 35% 2025 > 559,
Shareholder Return (Avs 2023) 8 0%
9 0%
10 0%
11 0%
12 0%
13 0%
Target
100%
Group Net Debt 25% 2025 | ($~€1.600Min)
Minimum 50%
Target
100%
i~ 0,
Returneg c;r_1t Irvested 20% 2025 (~13%)
apita Minimum 50%
0,
Climate Change . 32,0 100%
(Reduction in Emissions of scopes 1 10% 2025
and 2) Minimum 50%
. . 26% 100%
Gender diversity
(% of women of total new hires with 10% 2023-2025
STEM degree} Minimum 50%

~ 14



Below it is detailed the Peer Group selected for the Relative TSR:

Bae Systems
Thales

Dassault Aviation
Saab

QinetiQ

() ITALY

CNH
Prysmian
Saipem
Fincantieri

us

L-3-Harris

Textron
Huntington Ingalls

Pay in the event of termination of office or of employment

In accordance with the recommendations in the Corporate Governance Code, the severance pay is set by
providing for a maximum limit that is not higher than two years’ remuneration. In any case of revocation of the
appointment as Chief Executive Officer and/or of early expiry of the term of office and/or of termination of
employment on the part of Mr. Profumo due to just cause, an amount will be paid on account of indemnity and
compensation payment, equal to 24 monthly fees; the reference taken for the fixed component will consist of
the amount envisaged for his annual fixed remuneration (in accordance with art. 2389, paragraphs 1 and 3, of
the Italian Civil Code), while as regards the short-term variable component it will consist of the average of the
amount received or accrued in the three years before the expiry of the term of office. The amount calculated
in this manner shall be paid together with any other sum due in relation to the termination of employment.

Non-competition agreements, where entered into, are included within the limits of the treatment envisaged in
the event of termination of office and, therefore, included in the maximum limit of severance pay.

Withregard to therights granted under Long-Term Incentive Plans, if termination falls withinthe cases of Good
Leaver , the rights will be maintained on a pro-rata temporis basis, subject to establishing whether the
performance objectives have been achieved according to the times and methods prescribed by the Plan. f
termination does not fall within the cases of Good Leaver, the rights granted under the Plan will be lost.

It should be noted that the position of Chief Executive Officer is held exclusively within an employment
relationship that will end when the term of office of the Board of Directors expires with the Shareholders’
Meeting called to approve the 2022 financial statements, expected in May 2023, and, therefore, there is no
provision for a notice period.

15
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> General Manager

Fixed Remuneration

General Manager

Base Salary

Variable Remuneration

Variable remunerationis divided intoa short-term component (MBO Scheme) and along-term component.

Short-term Variable component

The MBO Scheme is structured in a manner which creates a transparent link between monetary
remuneration and the degree to which the annual objectives have been achieved and provides for the
following payment of the Bonus:

Target Bonus

Targ et Bonus (%Fixed Remuneration)

General Manager €456.400

In the event of over performance, this value can be increased up to a maximum of approximately 82%.

7\\ 16



Performance Gate and Objective Table - MBO:

Type of Objective Weight  Functioning Target /
objective mechanism Guidance
- = €1.260Min | 1o one oc bot fhe fokwng
r i - reshoids Poeved
§ 9 oup EBITAdi Gruppo 25% On/ Off €1.310Min . Group EBITA - 85% of
E2 cconomic + Geoup FOCF: 100% of Budget
The bonus relating 1o both Kis
€ 8 0 ol Free Operating Cash Flow 25% Range Payout: Ca €600min 0o = 2
8 o (FOCF)di Gruppo 100%-150% ‘
Launch of 3 new lines of research 2
S Lsraaedotabe 15% On ! Off Strategic Plan
Strategic /
Role Achievement of Milestones s
envisaged for the Corporate Vaiue ~ 25% R:gg;ﬁazyozzt Strategic Plan
Creation project for 2023
Inclusion of Leonardo in Dow Inclusion of
Jones Sustainability Indices s Qaron Leonardo
Sustainability
Reductionin average accident 59 On/ Off L<33

frequencyrate

Long-term Variable Component

The General Manager is a beneficiary of the Long-Term Incentive Plan of Leonardo.

The functioning methods and mechanisms of the Plan are the same as those described above for the Chief

Executive Officer.

he maximum bonus relating to the 2023-2025 three-year cycle is as follows:

Target Bonus
(% Fixed Remuneration)

General Manager

17
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Pay in the event of termination of office or of employment

With regard to the severance indemnity payable to the General Manager, who works for the Company under
a permanent management employment contract, no agreementis envisaged in order to regulate in advance
the pay conditions relating to the early termination of employment, except for the severance indemnity fees
established by the relevant national collective bargaining agreement (CCNL for Executives of companies that
provide goods and services). This agreement provides, in addition to specific rules on notice periods, for an
indemnity that is set according to the length of service, up to a maximum of 24 months' total remuneration
(Gross Annual Fees and variable remuneration).

Non-competition agreements, where entered into, are included within the limits of the treatment envisaged in
the event of termination of office and, therefore, included in the maximum limit of severance pay envisaged in
the relevant National Collective Bargaining Agreement.

Withregard to the rights granted under Long-Term Incentive Plans, if termination falls withinthe cases of Good
Leaver , the rights will be maintained on a pro-rata temporis basis, subject to establishing whether the
performance objectives have been achieved according to the times and methods prescribed by the Plan. If
termination does not fall within the cases of Good Leaver, the rights granted under the Plan will be lost.

> Executives with Strategic Responsibilities

Fixed Remuneration

It is such that it adequately remunerates the services in relation to the assigned duties and responsibilities.
The fixed remuneration of Executives with Strategic Responsibilities, Top Management and other managerial
resources is proportionate to the responsibilities assigned to them and to the target market positioning..
Variable Remuneration

Variable remuneration is divided into a short-term component (MBO scheme) and a long-term component.
Short-term Variable Component

The MBO Scheme is structured in a manner which creates a transparent link between monetary remuneration

and the degree to which the annual objectives have been achieved and provides for the following payment of
the Bonus:

Executives with Strategic From
Responsibilities

Il The MBO Scheme for Executives with Strategic Responsibilities and other Top Management members is
subject to the following structure of performance targets:

~ 18



Type of Objective Weight Target /

objective Guidance
€ 1.260Min
a from 20% to ? e oy
§ Group Group EBITA 25% €1.310Min | una dell segoeni Sogee 0. entrambe
E® Economic : Emm:m.mu:“ma
‘Al and Financial Group Free Operating from 20% to 51 prevede [azzeramento i uupmmﬂ
T Ca, 60O € Min
o Cash Flow (FOCF) 25% redativo ad entrambi | KPis
- : Business objectives set
usiness / according to the
Function responsibilities assigned fm";;g:" te

Objectives to each role (e.g. Division
EBITA, Division FOCF)

Inclusion of Leonardain

Business / [lkekdd Jﬂ'ﬁlﬂ:d}?l;?:ﬂimhﬂily 5%
Function
Objectives Average accident -~
frequency rate

Long-term variable remuneration

Executives with Strategic Responsibilities, the Top Management and other Managerial resources are
beneficiaries of the Long-term Incentive Plan of Leonardo.

The methods and mechanisms of operation of the Plan are the same as those described previously for the
Chief Executive Officer.

The maximum bonus relating to the 2023-2025 three-year cycle for ESG and the Top Management is as
follows:

Target Bonus
(% Fixed Remuenration)

Executives with Strategic
Responsibilities

19
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Pay in the event of termination of office or employment

As regards termination indemnities of Executives with Strategic Responsibilities, working for the Company
under a permanent employment contract for their category, the Company has been adopting for some time a
policy for which, as a rule, it does not sign agreements covering in advance the pay conditions of early
termination of the employment relationship, except for the termination benefits set in the National Collective
Bargaining Agreement for the relevant sector (CCNL for Executives of companies providing goods and
services). This agreement provides, in addition to specific rules on notice periods, for an indemnity that is set
according to the length of service, up to a maximum of 24 months' total remuneration (Gross Annual Fees
and variable remuneration).

There are still in place individual agreements entered into in the past that govern in advance the effects of
the early termination of employment, in lieu of the pay schemes provided for by the relevant National
Collective Bargaining Agreement, set within the maximum limits of the safeguards set out in the same
Agreement.

Non-competition agreements, where entered into, are included withinthe limits of the treatment envisaged in
the event of termination of office and, therefore, included in the maximum limit of severance pay envisaged
in the relevant National Collective Bargaining Agreement.

Withregard to therights granted under Long-Term Incentive Plans, if termination falls withinthe cases of Good
Leaver, it is envisaged that the rights will be maintained on a pro-rata temporis basis, subject to establishing
whether the performance objectives have been achieved according to the times and methods prescribed by
the Plan. If termination does not fall within the cases of Good Leaver, the rights granted under the Plan will be
lost.

~ 20
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Piazza Monte Grappa, 4

00195 Roma
T +39 06324731
F +39 063208621

leonardo.com



