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Definitions

Senior Management: 'persons holding representative, administrative or executive positions
within the organisation or within one of its organisational units, endowed with financial and
operational autonomy’; it also includes those who ‘exercise, even de facto, management or
control over the Organisation’.

Areas at risk: Composite Technical Systems S.p.A. areas of activity in which there is a real risk
that the offences set out in the Decree may be committed. These areas are identified by mapping
corporate activities, taking into account operational processes and their associated
vulnerabilities. Mapping high-risk areas is essential for putting in place appropriate control
measures to prevent crimes from being committed.

National Collective Labour Agreement (CCNL): an agreement entered into between trade
unions and employers’ organisations, which governs employment relationships within specific
manufacturing sectors or professional categories at national level. The National Collective Labour
Agreement sets out the general terms and conditions of employment, including pay scales,
working hours, annual leave, time off, health and safety at work, and the procedures for
managing relations with trade unions, thereby providing a mandatory regulatory framework for
employment relationships within the sector to which it applies.

Code of Ethics and Conduct: a document setting out the ethical principles and values that
guide the Organisation in the conduct of its activities. It serves as the framework for the conduct
of all those to whom the Code applies, setting out standards of behaviour. The Code of Ethics
and Conduct complements the Organisation, Management and Control Model, providing clear
guidance on the behaviour to be adopted or avoided.

External contractors: all individuals linked to Composite Technical Systems S.p.A. through a
contractual arrangement, but not employed as staff members.

Decree: Legislative Decree no. 231 of 8 June 2001, which introduced into Italian law the concept
of administrative liability of legal entities for certain offences committed in their interest or for
their benefit. The Decree sets out the conditions for the adoption of organisation, management
and control models, specifying the grounds for exemption from administrative liability and
outlining the framework of penalties for breaches.

Recipients: all persons acting on behalf of Composite Technical Systems S.p.A., including the
Governing Body, employees, external contractors, suppliers and business partners. Recipients
are required to be familiar with and comply with the provisions of the Model, actively contributing
to its effective implementation and reporting any non-compliant behaviour.

Employees: individuals in an employment relationship with Composite Technical Systems S.p.A.

Managers: individuals who, by virtue of their professional expertise and hierarchical and of the
functional powers appropriate to the nature of the role entrusted to them, implement the
employer’s directives by organising and supervising work activities'.

Organisation: an entity with legal personality, or a company or association - even if it lacks
legal personality — which may be subject to administrative liability under Legislative Decree no.
231 of 2001.

Interest: the objective pursued by the senior management representative or staff at the time
the offence was committed. An organisation is held liable if the offence was committed in its own

! Legislative Decree 9 April 2008, no. 81.
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interests, that is, with the intention of securing a benefit or a positive outcome for the
Organisation, even if this does not actually materialise.

Model (MOG): the organisation, management and control model adopted by the organisation
in accordance with the Decree, with the aim of preventing the commission of predicate offences.
The Model is divided into a General Part, which sets out the general principles and procedures,
and a Special Part, which details the preventive measures for specific types of offences.

Supervisory Body (0OdV): a collegiate or single-member body, endowed with independent
powers of initiative and oversight, responsible for supervising the operation of and compliance
with the Model, as well as for updating it. The Supervisory Body is responsible for monitoring
the effectiveness of the Model, performing periodic reviews and reporting any need to amend or
supplement the Model.

Governing Body: consisting of those who hold administrative positions within the organisation
and form the Board of Directors.

Offences: offences set out in the Decree to which the rules on the administrative liability of
entities apply. The prevention of such offences (listed in the Special Part) is the main objective
of the Model.

Disciplinary system: a set of rules and procedures designed to impose disciplinary sanctions
on the Recipients of the Model.

Subordinates: persons subject to the management or supervision of those holding
representative, administrative or managerial positions within the organisation or within one of
its organisational units endowed with financial and operational autonomy, as well as persons
who exercise, even de facto management and control of the organisation.

Stakeholders: parties with a specific interest in a company and who are therefore keen to see
said company perform well. The category of stakeholders includes: creditors, who are interested
in the repayment of interest and the face value of the debt; customers, who are interested in
product quality; suppliers, who are interested in payment for goods; employees, who are
interested in receiving their wages and in the quality of the working environment; and other
groups of individuals within the community in which Composite Technical Systems S.p.A.
operates.

Advantage: a tangible and current benefit which the organisation has derived from the
commission of the offence. An advantage is therefore the result of the unlawful conduct that has
led to a financial benefit or an improvement in the organisation’s competitive position, regardless
of the original intention of the person who committed the offence.

Whistleblowing: procedure (as provided for in Legislative Decree 10 March 2023, no. 24),
through which stakeholders may report any administrative, accounting, civil or criminal offences
and/or unlawful conduct relevant under the Decree, or breaches of the organisational and
management model. Composite Technical Systems S.p.A. must ensure the confidentiality of the
whistleblower’s identity and protect them from any reprisals.
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1. Introduction
1.1 Introduction

Legislative Decree no. 231 of 8 June 2001, laying down “provisions on the administrative liability
of legal persons, companies and associations, including those without legal personality” and
issued pursuant to the authorisation contained in Law no. 300 of 29 September 2000, introduced
for the first time in Italy the liability of organisations for unlawful acts resulting from the
commission of a criminal offence.

This legislation overcomes the principle expressed by the Latin maxim ‘societas delinquere non
potest’. Consequently, companies may be held liable and, thus, penalised for certain offences
committed or attempted in the interests or for the benefit of the companies themselves by
natural persons holding positions of representation, administration or management within the
organisations or within an organisational unit of same possessing financial and functional
autonomy, as well as by persons who exercise, even de facto, the management and control of
the entities themselves (senior managers), or by natural persons subject to the direction or
supervision of one of the aforementioned persons (staff), as well as by persons acting in the
name and/or on behalf of the organisation.

As highlighted in the Confindustria Guidelines of June 2021, this is an autonomous system of
liability, characterised by conditions and consequences that differ from those applicable to the
criminal liability of natural persons.

In particular, the organisation may be held liable if, prior to the commission of the offence by a
person functionally linked to it, it had not adopted and effectively implemented a model able to
prevent offences of the kind that occurred.

The adoption of a Model that complies with the requirements of the Decree is therefore a means
of preventing offences from being committed and, consequently, of seeking to exempt the
organisation from administrative liability. The Model also addresses Composite Technical
Systems S.p.A.'s need to establish a corporate management system based on ethics,
transparency and compliance with the law.

1.2 Purpose of the Model

The relevant legislation (Legislative Decree no. 231 of 2001 and Ministerial Decree no.
201/2003) % does not explicitly set out the contents (constituent elements, conduct, obligations,
etc.) of the Model; however, it can be described as a comprehensive, structured system of
procedures and control measures, to be carried out including on a preventive basis (ex ante
controls), and instrumental in preventing offences for which liability may be incurred under the
Decree?.

The Model, in fact, has the following main objectives:
e prevention and control: it aims to prevent the commission of the offences covered by the

Decree through the implementation of a comprehensive, structured system of
procedures. This system involves the preliminary mapping of high-risk areas, the

2 Regulations setting out provisions relating to the procedure for establishing administrative offences committed by legal
persons, companies and associations, including those without legal personality, pursuant to Article 85 of Legislative
Decree no. 231 of 2001.

3 Thus the Circular no. 83607/2012 “Activities of the Guardia di Finanza to protect capital markets” issued by the General
Command of the Guardia di Finanza.
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establishment of general rules and the adoption of specific operational protocols designed
to mitigate the identified risk of the offence being committed;

e Training and ongoing professional development: raising awareness and providing
guidance to all recipients regarding the provisions of the Decree and the importance of
behaving in accordance with current regulations. Ongoing training for employees and
external contractors is essential to ensure that everyone is properly informed and
equipped to recognise and prevent risky situations;

e Monitoring and continuing improvement of operational protocols.

1.3 Scope

1.3.1 Recipients of the Model

The recipients of the Model are all those who, in various capacities, work within or collaborate
with the Organisation. In particular, the Model is aimed at:

Governing body;
Employees;

External contractors;
Suppliers

Business partners.

1.3.2 Geographical scope

The Model applies to all activities carried out by Composite Technical Systems S.p.A., both in
Italy and abroad*.

2. Legislative Decree no. 231 of 2001

2.1 The administrative liability of legal entities

As mentioned in the introduction, the Decree has introduced into the Italian legal system an
innovative regime of administrative liability for legal persons, establishing a form of liability that
runs parallel to the criminal liability of the natural persons who actually committed the offence.

This regime applies to bodies with legal personality, companies and associations — whether or
not they have legal personality — with the exception of the State and non-economic public bodies
(Article 1 of Legislative Decree no. 231 of 2001)°.

4 With regard to the criminal liability of the organisations, a legal person is liable for an administrative offence arising
from a predicate offence over which national jurisdiction is exercised, committed by its legal representatives or by
persons subject to the direction or supervision of others, irrespective of the organisation’s nationality and the location
of its registered office, as well as whether or not there are provisions in its home country to govern similar matters,
including with regard to the establishment and effective implementation of organisational and management models
designed to prevent the commission of offences giving rise to administrative liability pursuant to Legislative Decree 231
of 8 June 2001 (Criminal Cassation, Section VI, Judgement no. 11626 of 11 February 2020).

> In light of the interpretation established by case law, the scope of the Decree’s application also includes private-law
companies that provide a public service - for example, under a concession agreement - and companies controlled by
public authorities. In particular, the Joint Divisions of the Court of Cassation, in judgement no. 28699 of 2010, held that
public-private joint-stock companies (S.p.A.) are subject to Legislative Decree no. 231 of 2001. In fact, given their
corporate structure, they are classified as economic entities that do not perform functions of constitutional significance,
but at most reflect constitutional values in their activities. On the contrary, the attempt to include sole traders within
the scope of the rules on criminal liability of legal persons was rejected. Consolidated case law has in fact confirmed that
Decree 231 can only apply to legal entities (Criminal Cassation, Section VI, 30085/2012). In this regard, please see
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Firstly, Composite Technical Systems S.p.A. may be held liable should one or more of the
predicate offences set out in Legislative Decree no. 231 of 2001 be committed.

Secondly, pursuant to Article 5 of Legislative Decree no. 231 of 2001, the organisation may only
be held liable in respect of an offence committed by one of the following designated persons:

e Senior Management: persons holding representative, administrative or executive
positions within the Organisation or within one of its organisational units, endowed with
financial and operational autonomy; it also includes those who exercise, even de facto,
management or control over the Organisation (Art. 5 (1)(a) of Legislative Decree no. 231
of 2001) ¢;

e Subordinates: persons subject to the management or supervision of one of the senior
managers (Article 5(1)(b) of Legislative Decree no. 231 of 2001)".

Depending on whether the offence was committed by senior members of the organisation or by
their staff, different rules regarding the burden of proof apply. In fact, pursuant to Article 6 of
the Decree, if the offence was committed by the persons referred to in Article 5(1)(a), the
organisation shall not be held liable if it proves that:

a) the governing body had adopted and effectively implemented, prior to the offence being
committed, an organisational and management model capable of preventing offences of
the kind that occurred;

b) the task of monitoring the operation of and compliance with the models, and of ensuring
they are kept up to date, has been entrusted to a body within the Organisation with
independent powers of initiative and oversight;

c) the individuals committed the offence by fraudulently circumventing the organisational
and management models?;

page 06 of the Confindustria Guidelines of June 2021 on the development of Organisational, Management and Control
Models.

¢ With regard to the administrative liability of legal persons for certain offences committed, in their interest or to their
advantage, by natural persons holding representative, administrative or managerial positions, the criterion for subjective
attribution is based on the so-called ‘organisational fault’, to be understood in a regulatory sense, based on ‘governance’
models. Legislative Decree no. 231 of 8 June 2001 bases this liability on the principle that a legal person is liable for
failing to put in place the necessary preventive measures to preclude its employees from committing offences in the
interests of the organisation. In other words, the organisation is penalised for failing to organise itself in such a way as
to prevent certain offences from being committed, by adopting organisational and managerial measures that are suitable
and adequate according to a standard of what might reasonably be expected of a collective agent model. The safeguards
put in place must be set out in a document (organisational model) which must identify the risks and outline the measures
designed to counter them. Failure to comply with this obligation gives rise to a charge of organisational negligence, for
failing to implement the measures required by law to prevent the risk of criminal offences, through the appropriate
design, implementation or updating of the organisation’s structure with a view to preventing specific categories of
offences. (Vicenza District Court, Judgement no. 348 of 17 June 2021).

7 In proceedings against a legal entity pursuant to Legislative Decree no. 231 of 2001, where the failure to adopt and
implement organisational models is alleged, the legal requirements for the organisation’s liability for acts committed by
a person subject to the direction and supervision of others differ from those for liability for acts committed by a senior
manager only where it is demonstrated that appropriate precautionary measures were adopted to prevent offences by
staff, even if not formally set out in a Model; in such a case, it must be proven (in order to establish the organisation’s
liability) that the offence was facilitated by a failure to comply with the duty of management and supervision (Criminal
Cassation, Section VI, no. 54640 of 25 September 2018).

8 Fraudulent circumvention of the Organisational Model, pursuant to Article 6(1)(c) of Legislative Decree no. 231 of 2001,
which exempts the organisation from liability for the administrative offence arising from a criminal offence committed
by persons in senior positions, necessarily requires deceptive and underhand conduct aimed at circumventing, rather
than merely ‘directly’ breaching, the provisions adopted. (A case concerning the offence of market manipulation, in
which the Court quashed the judgement and remanded the case, ruling that the conduct of the chairman and chief
executive of a company, by substituting data prepared by the relevant internal bodies and issuing a press release
containing false information capable of causing a fluctuation in the company share value, could constitute a fraudulent
circumvention of the Organisational Model) (Criminal Cassation, Section V, Judgement, no. 4677 of 18 December 2013).
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d) there has been no failure or inadequacy in supervision by the body referred to in point
b).

In the case, however, of an offence committed by a staff member, the organisation is liable if
the commission of the offence was made possible by a failure to comply with management or
supervision obligations. Article 7 of the Decree goes on to stipulate that the Model provides for
appropriate measures, taking into account the nature and size of the organisation as well as the
type of activity carried out, to ensure that the activity is conducted in accordance with the law
and to promptly identify and eliminate situations of risk.

The final paragraph of the aforementioned provision stipulates that the effective implementation
of the Model requires:

a) a periodic review and, where necessary, amendment of the policy when significant
breaches of the requirements are discovered or when changes occur in the organisation
or its activities;

b) a disciplinary system designed to impose sanctions for failure to comply with the
measures set out in the Model.

Composite Technical Systems S.p.A. shall not be liable if senior management and staff have
acted in the exclusive interests of themselves or third parties’. Indeed, according to
established case law, 'the criminal liability of the organisation must be ruled out where the
persons referred to in Article 5(1)(a) and (b) of Legislative Decree 231/01 acted solely in their
own interests or in those of third parties, as this undermines the framework of organic
identification and the unlawful act committed, while still benefiting the organisation, can no
longer be regarded as an act of the organisation itself, but rather as an incidental benefit, not
attributable to the will of the legal person” (Criminal Cassation, Section I, no. 43869 of 29
October 2015).

The organisation may still be held liable even where the perpetrator of the offence has colluded
with persons outside the organisation in committing the offence!'.

° An organisation’s criminal liability must be excluded where the persons referred to in Article 5(1)(a) and (b) of
Legislative Decree no. 231 acted solely in their own interests or in those of third parties, as this results in the breakdown
of the principle of corporate identification and the offence committed, while still benefiting the organisation, can no
longer be regarded as an act committed on its behalf, but rather as an incidental benefit, not attributable to the will of
the legal person (Case concerning false corporate communications) (Criminal Cassation, Section I, Judgement, no. 43689
of 26 June 2015).

The company cannot be held civilly liable for damages resulting from criminal offences committed by shareholders or
directors in their own interest, as such liability cannot be based on either Article 2049 of the Civil Code, as there is no
relationship of subordination between the company and its shareholders or directors, nor does the principle of
identification apply, which, on the contrary, presupposes that unlawful acts are, or appear to be, an expression of the
entity’s activities. (Cases in which the Court has ruled out the company’s civil liability for acts of misappropriation
committed by directors in their own interest and to the detriment of the company itself) (Criminal Cassation, Section VI,
Judgement no. 24548 of 22 May 2013).

19 As can be seen from pages 09-11 of Confindustria Guidelines of June 2021 on the development of Organisational,
Management and Control Models, there may be various business sectors in which the risk of an employee’s complicity
and therefore, of interest and/or benefit to the organisation, is more likely to arise. In particular, they highlight
relationships relating to procurement and, more generally, partnership agreements. By way of example, reference is
made to the possibility of being held liable on the grounds of negligence in relation to predicate offences concerning
health and safety at work (manslaughter and causing bodily harm through negligence), where the negligent breach by
the contractor of its obligation to adopt adequate preventive measures, resulting in the criminal offence, also depended
on the economic criteria for awarding the contract adopted by the client, or, to an even greater extent, the breach of
the obligation to assess the adequacy of safety costs (Article 26 (6), 6, Legislative Decree no. 81 of 2008). Similar
considerations apply to predicate offences in the field of environmental law. Consider, for example, offences relating to
the unauthorised management of waste (Article 256, Legislative Decree no. 152 of 2006), in cases where the client has
failed to carry out a preliminary assessment of whether potential contractors meet the legal requirements, or where the
client has unquestioningly accepted particularly favourable financial terms, or even terms that are outside the market
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The organisation may be held liable for the offence if the offence was committed in its
interest!' or for its benefit!'’.

The aforementioned criteria for objective attribution, as set out in Article 5 of the Decree,
concerning 'interest or advantage’, sets out alternative and concurrent criteria, in that the
criterion of ‘interest’ reflects a teleological evaluation of the offence, which can be assessed ex
ante, that is, at the time the offence is committed and according to a markedly subjective
standard of judgement, whilst the criterion of ‘advantage’ has an essentially objective
connotation and, as such, can be assessed ex post, on the basis of the actual effects resulting
from the commission of the offence!’®. If there is no interest whatsoever because the qualified

range. Another area to consider is the risk of the client becoming involved in insolvency proceedings if they fail to take
into account - or unjustifiably exclude - certain assessment criteria laid down by law for the purpose of selecting their
business partners. In this regard, the following are relevant, for example: the so-called white list provided for in Law
no. 190 of 2012 and governed by the Prime Ministerial Decree of 18 April 2013, which came into force on 14 August
2013. In accordance with these regulations, the Prefectures have drawn up a list of suppliers, service providers and
contractors not subject to attempts at mafia infiltration, operating in the sectors most at risk. Failure to assess these
risk indicators may lead to a finding of complicity in relation to serious predicate offences.

Complicity in an offence may be relevant for the purposes of the organisation’s liability even in the specific case of so-
called complicity by an outside party in the ‘duty-based’ offence. In particular, liability for complicity — within the meaning
of Article 110 of the Criminal Code - The outside party may be invoked where the person, being aware of the specific
status of their criminal partner (e.g. a public official, a witness, a mayor, etc.), contributes to the commission of an
offence specifically attributable to the latter (e.g. abuse of office). In that case, the outside party will be held jointly
liable for the same offence as that charged against the principal offender. In this regard, the case law of the Court of
Cassation has clarified that “for the purposes of the applicability of Article 117 of the Criminal Code, which governs the
change in the classification of the offence for certain accomplices, requires, for the classification of the offence to be
extended to the outside accomplice, the subjective status of the inside accomplice must be ascertainable" (Criminal
Cassation Section VI, Judgement no. 25390/2019). The case described above could, in practice, arise in the event of an
employee of a company who, taking advantage of personal ties with the public official responsible for issuing certain
permits and/or authorisations, contacts said official to secure a favourable decision in the company’s interest, while
being fully aware that they are not entitled to it. In such a case, the employee could assist the public official by providing
legal advice and documents that would help to facilitate the commission of the offence. The conduct of the official who
issues the unauthorised order would constitute an offence of abuse of office (Article 323 of the Criminal Code), which is
a specific offence in its own right. However, the employee (and, with the employee, the company on whose behalf they
acted) would be liable as an outside accomplice to the offence in question, in that their conduct would demonstrate:
awareness that the person contacted was a public official; awareness of the unlawfulness of the conduct requested;
active participation in the carrying out of that conduct.

' With regard to the administrative liability of the organisation pursuant to Legislative Decree no. 231 of 2001, the
requirement of ‘interest’ for the organisation to be held liable may also be met in the event of a failure to provide workers
with adequate professional training. In practical terms, this means that the organisation makes savings, as it does not
have to bear any additional costs for the courses or for the associated ‘lost’ working days, with the result that workers
who are not adequately trained and made aware of the potential hazards that the workplace may always present are
being deployed in productive activities (Criminal Cassation, Section IV, no. 30231 of 20 May 2021).

A reading of the Confindustria June 2021 Guidelines reveals that, according to the traditional approach, developed with
reference to intentional offences, interest is subjective in nature. This refers to the volitional sphere of the individual
acting and is assessed at the time of the conduct: the individual must not have acted against the company. If the offence
was committed in the individual’s own interest, for the organisation to be held liable, that interest must at least partly
coincide with that of the company (see also Criminal Court of Cassation, Section V, judgement no. 40380 of 2012). In
this regard, it is worth noting the recent approach taken by the Court of Cassation, which appears to emphasise the
concept of interest also from an objective perspective, placing greater weight on the purpose behind the conduct
(Criminal Court of Cassation, Section II, judgement no. 295/2018; Criminal Court of Cassation, Section IV, judgement
no. 3731/2020).

12 The advantage is defined as the totality of benefits — primarily of a financial nature - derived from the offence, which
may be assessed after the offence has been committed (Criminal Cassation, Section II, judgement no. 295/2018),
including in terms of savings on expenditure (Criminal Cassation, Section IV, judgement no. 31210/2016; Criminal
Cassation, Section IV, judgement no. 3731/2020).

13 Are the above criteria mutually exclusive? The criteria for objective attribution, as set out in the reference contained
in Article Article 5 of Legislative Decree 231 of 2001, the concepts of ‘interest’ and ‘advantage’ are alternative and
competing criteria, in that the criterion of ‘interest’ expresses a teleological assessment of the offence, which can be
assessed ‘ex ante’, that is, at the time the offence was committed and according to a markedly subjective standard of
judgement, while the criterion of advantage has an essentially objective connotation and, as such, can be assessed ‘ex
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person acted solely in their own interests or those of third parties, Composite Technical Systems
S.p.A. shall not be liable. Conversely, if an interest on the part of the organisation — even if only
partial or marginal — were to exist, the offence arising from a criminal act will still be deemed to
have been committed even if no advantage has accrued to the company, which may, at most,
be entitled to a reduction in the financial penalty'“.

Finally, it should be borne in mind that the company may be held liable even if the predicate
offence takes the form of an attempt (Article 26 of Legislative Decree 231 of 2001), that is to
say, when the perpetrator carries out acts that are clearly intended to commit the offence, but
the act is not carried out or the event does not occur (Article 56 of the Criminal Code). In such
cases, financial penalties and disqualifications are reduced by between one-third and one-half.
Furthermore, the organisation is not liable for the predicate offence where it deliberately
prevents the act from being carried out or the event from occurring?®.

post’, on the basis of the actual effects resulting from the commission of the offence (Criminal Cassation, Joint Section,
Judgement, no. 38343 of 24 April 2014. Still on this point, according to a 2013 ruling, the criteria for attributing criminal
liability to legal persons, set out in the reference contained in Article 5 of Legislative Decree 231 of 2001 to ‘interest’ or
‘advantage’, evokes distinct concepts and must be understood as concurrent, yet alternative, criteria, since the reference
to the organisation’s interest emphasises a subjective perspective on the criminal conduct committed by the natural
person, to be assessed ‘ex ante’, while the reference to advantage highlights an objective fact that always requires an
‘ex post’ assessment (Criminal Cassation, Section V, Judgement, no. 10265 of 28 November 2013). Lastly, it should be
noted that the criteria for attribution relating to interest and advantage are legally distinct since, while the former is a
subjective criterion, to be assessed ‘ex ante’, and consists of the intended aim of enabling the organisation to make a
profit regardless of whether this is actually realised, the latter is an objective criterion, ascertainable ‘ex post’, and
consists of the concrete advantage derived by the organisation from the offence (Criminal Cassation, Section 1V,
Judgement no. 38363 of 23 May 2018).

With regard to the aforementioned criteria, as highlighted in the Confindustria Guidelines of June 2021 on the
development of Organisational, Management and Control Models, when the list of predicate offences was extended to
include those relating to health and safety at work (Article 25-septies) and subsequently environmental offences (Article
25-undecies), a problem arose regarding the compatibility of the ‘interest or advantage’ criterion with offences
committed through negligence. Case law has held that, in the case of offences of negligence, the organisation’s interest
or advantage should be assessed with regard to the offence as a whole, rather than in relation to the specific incident
constituting the offence. Indeed, while in the case of intentional predicate offences the criminal act may well be in the
organisation’s interest, the same cannot be said of predicate offences based on negligence, given the lack of intent that
characterises the latter under Article 43 of the Criminal Code. Consider, for instance, offences relating to health and
safety at work: it is unlikely that an incident resulting in injury or death to a worker could be in the organisation’s interest
or result in any advantage to it. In such cases, therefore, the interest or advantage should instead relate to the conduct
that fails to comply with the precautionary measures. Thus, the organisation’s interest or advantage could lie in savings
on safety costs, or in speeding up the performance of services, or in increasing productivity, at the expense of
implementing accident prevention measures, as recently reaffirmed by the Court of Cassation (see also Criminal Court
of Cassation, Section IV, judgement no. 16713/2018, Criminal Court of Cassation, Section IV, judgement no.
48779/2019, Criminal Court of Cassation Section III, judgement no. 3157/2019, Criminal Court of Cassation, Section
1V, judgement no. 3731/2020). On this basis, certain court rulings have identified the interest as lying in the ‘intentional
nature of the perpetrator’s unlawful conduct, aimed at benefiting the organisation itself, based on an ex ante assessment,
that is to say, to be traced back to the time of the breach of the precautionary rule’. Only deliberate and intentional
conduct aimed at benefiting the organisation is deemed to be attributable to the organisation. Conversely, conduct
arising from mere incompetence, a simple underestimation of risk or even the imperfect implementation of the accident-
prevention measures to be adopted would be deemed irrelevant. Another strand of case law and legal theory, on the
other hand, has also interpreted the criterion of ‘interest’ in objective terms, relating it to the objective or externally
recognisable tendency of the offence to further the organisation’s interests. It should therefore be ascertained, on a
case-by-case basis, only whether or not the conduct that gave rise to the offence was determined by decisions that
objectively fell within the sphere of interest of the organisation. Consequently, when it comes to offences of negligence,
the only criterion that is truly suitable for establishing a link between the actions of the natural person and the liability
of the organisation would be that of advantage, to be assessed objectively and retrospectively. The first argument, which
maintains a distinction between ‘interest’ and ‘advantage’ even in the case of offences committed through negligence,
appears to reflect more faithfully the framework of Decree 231, which treats the two concepts as separate.

14 See, in this regard, pages 07-08 of the Confindustria Guidelines of June 2021 on the development of Organisational,
Management and Control Models.

15 This is stated on page 09 of Confindustria Guidelines of June 2021 on the development of Organisational, Management
and Control Models.
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Pursuant to Article 8 of the Decree, the organisation remains liable even where:

a) the perpetrator has not been identified or cannot be held responsible;
b) the offence is extinguished for a reason other than an amnesty.

Finally, it should be noted that the fundamental principle underpinning the entire subject of the
organisation’s liability stipulates that 'the obligation to pay the financial penalty’ imposed on the
organisation 'shall be borne solely by the organisation, out of its assets or common fund’
(Article 27 of the Decree).

2.2 Any events affecting the organisation

In the event of the 'conversion of the body, liability for offences committed prior to the date
on which the conversion took effect remains unaffected’ (Article 28 of Legislative Decree 231 of
2001).

In the case of mergers and/or demergers, Article 29 of the Decree provides that the entity
resulting from the merger, including by absorption, 'is liable for the offences for which the entities
participating in the merger were liable''. The organisation’s assumption of the legal relationships
of the merged bodies therefore entails the transfer of liability. However, if the merger took place
before the conclusion of proceedings to determine the organisation’s liability, the court must
take into account the financial circumstances of the original organisation and not those of the
entity resulting from the merger.

Pursuant to Article 30 of the aforementioned legislation, ‘in the case of a partial demerger ,
the liability of the demerged organisation for offences committed prior to the date on which the
demerger took effect remains unaffected, subject to the provisions of paragraph 3'. The
collective organisations benefiting from a demerger, to which the assets of the demerged
company have been transferred (in whole or in part), are jointly and severally liable for the
payment of financial penalties owed by the demerged entity in respect of offences committed
prior to the demerger. The liability is limited to the value of the assets transferred.

In the case of a transaction involving the transfer and/or contribution of a business in the
course of which the offence was committed, the transferee shall be jointly and severally liable
with the transferring entity for payment of the financial penalty, up to the value of the transferred
business and subject to the right to seek prior enforcement against the transferring entity. The
transferee’s liability — in addition to being limited to the value of the business being transferred
(or contributed) - is, moreover, limited to the financial penalties shown in the statutory accounts,
or those due in respect of administrative offences of which the transferee was in any event
aware.

2.3 Exemptions from administrative liability
The Decree provides for specific exemptions from the organisation’s administrative liability.
In particular, as previously noted, they must demonstrate:
e that, prior to the commission of the offence, it had adopted and effectively implemented

a model capable of preventing offences of the kind committed (Article 6(1)(a) of the
Decree)'’;

1 In the case of a merger by acquisition, the acquiring company is liable for the administrative offence arising from a
criminal offence pursuant to Legislative Decree no. 231 of 2001, and may be subject to both the penalties provided for
in the aforementioned Decree and confiscation (Criminal Court of Cassation, Section VI, no. 11442 of 12 February 2016).

7 To ensure the Model is fit for purpose and implemented effectively, the following are required: periodic review and,
where necessary, amendment of the Model when significant breaches of the requirements are discovered or when
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e that it has established a body with independent powers of initiative and oversight, which
has effectively monitored compliance with the Model (Article 6(1)(b) of the Decree);

e that the offence was committed through fraudulent circumvention of the Model by the
rogue senior manager (Article 6(1)(c) of the Decree)'®;

e that there was no failure to exercise or insufficient supervision on the part of the
Supervisory Body (Article 6(1)(d) of the Decree).

2.4 The types of predicate offences

The types of predicate offences - that is, offences which, if committed in the interests of or for
the benefit of the organisation, may give rise to the administrative liability of same - are
specifically listed in the Decree and subsequent legislative amendments. Specifically, Article 2
of the Decree sets out the following principle of legality: 'The organisation cannot be held liable
for an act constituting a criminal offence if its administrative liability in relation to that offence
and the relevant penalties are not expressly provided for by a law that came into force before
the act was committed’.

The predicate offences currently set out in the Decree are!®:

e misappropriation of funds; fraud against the State, a public body or the European Union,
or committed with a view to obtaining public funds; computer fraud against the State or
a public body; and fraud in public procurement (Article 24);

e cybercrimes and unlawful processing of data (Article 24-bis);

e organised crime offences (Article 24-ter);

e embezzlement, extortion, undue inducement to give or promise a benefit, bribery and
abuse of office (Article 25);

changes occur within the organisation or its activities; a disciplinary system designed to penalise failure to comply with
the measures set out in the Model; and appropriate training and information initiatives for staff.

It should be noted that, according to case law, with regard to the liability of legal persons arising from a criminal offence,
the absence of an organisational model, its unsuitability or its ineffective implementation are not, in themselves,
constituent elements of the legal person’s offence, such elements being, in addition to the co-existence of an organic
and teleological relationship between the person responsible for the predicate offence and the body, organisational
negligence, the predicate offence itself, and the causal link that must exist between the two (Criminal Court of Cassation,
Section 1V, no. 18413 of 15 February 2022).

18 Where the offence is committed by a staff member, the prosecution must prove that the commission of the offence
was made possible by the failure of senior management to fulfil their duties of management or supervision. These
obligations shall not be deemed to have been breached if, prior to the commission of the offence, the organisation had
adopted and effectively implemented a model capable of preventing offences of the kind that occurred (Article 7(2)).
This is stated on page 09 of the Confindustria Guidelines of June 2021 on the development of Organisational,
Management and Control Models.

1 The principle of legal certainty regarding offences that may give rise to the liability of a legal person has been called
into question by a recent interpretative trend in legal scholarship that has emerged in relation to the predicate offence
of self-laundering (Article 25-octies of Decree 231). In this regard, there are two schools of thought: on the one hand,
the view that liability under Decree 231 is limited to cases where the underlying offence of self-laundering is also one of
the predicate offences set out in Decree 231; on the other hand, the view that such liability would also apply in the
presence of other types of predicate offence. It should be noted that, as a result of the broad interpretation (the second
one referred to above), the organisation could be held liable under Decree 231 even in relation to offences not included
in the list set out in the aforementioned Decree. Such a catalogue would cease to have legal certainty and would be
supplemented by an open-ended reference to further categories of offence, resulting in difficulties in putting in place
adequate preventive measures and the risk of extending the scope of application of the 231 Models to further areas of
compliance not covered by Decree 231. See, in this regard, page 06 of the 2021 Guidelines of the Confindustria
Guidelines of June 2021 on the development of Organisational, Management and Control Models.
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e counterfeiting of currency, public credit instruments, revenue stamps and identification
documents or marks (Article 25-bis);

e offences against industry and commerce (Article 25-bis.1);

e corporate offences (Article 25-ter);

o offences committed with the aim of terrorism or subverting the democratic order (Article
25-quater);

e practices involving female genital mutilation (Article 25-quater.1);

e offences against the individual (Article 25-quinquies);

e market abuse (Article 25-sexies);

e manslaughter or causing serious or very serious injury in breach of the regulations on
health and safety at work (Article 25-septies);

e self-laundering (Article 25-octies);

e offences relating to non-cash payment instruments (Article 25-octies.1);

e offences relating to copyright infringement (Article 25-nonies);

e incitement to make no statements or to make false statements to the judicial authorities
(Article 25-decies);

e receiving stolen goods, money laundering and the use of money, property or benefits of
unlawful origin, as well as

e environmental offences (Article 25-undecies);

¢ the employment of third-country nationals who are residing in the country illegally (Article
25-duodecies);

e racism and xenophobia (Article 25-terdecies);

e fraud in sporting competitions, the unauthorised operation of gambling or betting, or
gambling conducted using prohibited machines (Article 25-quaterdecies);

o tax offences (Article 25-quinquiesdecies);

e smuggling (Article 25-sexiesdecies);

o offences against cultural heritage (Article 25-septiesdecies);

e money laundering involving cultural heritage, and the destruction and looting of cultural
and landscape heritage (Article 25-octiesdecies);

o liability of bodies for administrative offences (Article 12 of Law no. 9 of 2013);

e transnational offences (Law no. 146 of 2006).

The list of predicate offences is subject to ongoing additions and legislative amendments, making
it necessary for Composite Technical Systems S.p.A. to carry out constant updating and
monitoring to ensure the effectiveness of the Model and compliance with current regulations.

2.5 Financial penalties applicable in the event of criminal liability
2.5.1 Financial penalties20

The determination of the financial penalties that may be imposed under the Decree is based on
a quota system. First, the total number of instalments to be levied is determined, and then the
amount of each individual instalment is calculated. The legislator has established a dual
framework of statutory limits (minimum and maximum) pursuant to Article 10 of the Decree:
the number of instalments may never be less than one hundred or more than one thousand, and

20 On this point, see page 13 of the Confindustria Guidelines of June 2021 on the development of Organisational,
Management and Control Models.
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the value of individual instalments may range from a minimum of approximately 258 euros to a
maximum of approximately 1,549 euros?!.

On the basis of these factors, the judge, having established the organisation’s liability,
determines the financial penalty applicable in the specific case. The judge’s determination of the
number of penalty points is commensurate with the seriousness of the offence, the extent of the
organisation’s liability, and any measures taken to remedy the consequences of the offence
committed and to prevent further offences. The amount of each instalment, on the other hand,
is determined on the basis of the organisation’s financial and asset situation, in order to ensure
that the penalty is effectively enforced.

2.5.2 Confiscation of the proceeds or profits of the offence??

Where the organisation is found guilty, the proceeds or profits of the offence are always subject
to confiscation, except for any part that may be returned to the injured party. This is without
prejudice to the rights acquired by third parties acting in good faith. The penalty is imposed on
the organisation in respect of the primary purpose of its actions, given that such offences are
almost always committed with a view to making a profit. It takes the form of a confiscation of
assets, that is, the compulsory seizure of certain assets for the benefit of the state.

It is a mandatory penalty, as set out in Article 19(1) of the Decreg, since it is always imposed in
respect of matters which are presumed to pose a genuine danger if they remain in the possession
of the legal person.

From an objective point of view, confiscation acts as such a strong deterrent that it prevents the
organisation from enriching itself unlawfully and, consequently, from placing the proceeds
obtained through the commission of the offence onto the open market.

The proceeds of the predicate offence - that is, the payment or remuneration given, promised
or agreed upon and received for the purpose of committing the offence or carrying out activities
in furtherance of the related offence - are subject to confiscation. More specifically, the
consideration for the offence may consist of goods, money or other financial benefits.

As regards proceeds, the following may be subject to confiscation: the so-called indirect or
mediated advantages obtained as a result of the offence, also defined as substitutes for
proceeds?’; non-pecuniary advantages; savings on expenditure; interest; and taxes.

Where it is not possible to confiscate assets that directly constitute the proceeds or profit of the
offence, confiscation may instead relate to sums of money, assets or other benefits of equivalent
value to the proceeds or profit of the offence.

As a precautionary measure, an order may be made for the seizure of property which,
constituting the proceeds or profit of the offence or the monetary equivalent of same, is liable
to confiscation.

21 In absolute terms, the minimum and maximum amounts of the financial penalty applicable to organisations have also
been set at 25,800 euros at the lower end and 1,549,000 euros at the upper end.

2 In this regard, see pages 13-14 of the Confindustria Guidelines of June 2021 on the development of Organisational,
Management and Control Models.

3 A prime example is the reallocation of proceeds, which may be confiscated provided that, on the one hand, they can
be causally linked, in a certain and unambiguous manner, to the offence and its original proceeds and, on the other,
subjectively attributable to the person responsible for that offence who intended to convert the direct proceeds (see
Court of Cassation Section VI, 16 January 2018, no. 1754; Court of Cassation Joint Sections, no. 38343, 18 September
2014).
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As highlighted in case law (Criminal Cassation, Section VI, judgement no. 34505 of 2012), to
order a preventive seizure, the judge must assess the substantive merits of the charge and
identify serious indications of the organisation’s liability.

Furthermore, in accordance with the principle of the legal certainty of the offences and penalties
set out in the Decree, the precautionary seizure of sums constituting the proceeds of criminal
offences not included in the list of predicate offences is prohibited. This also applies where the
public prosecutor classifies such offences as the ‘target offences’ of a criminal organisation, which
instead constitute the ‘predicate offences’ for the liability of the legal person pursuant to Article
24-ter of the Decree (see Criminal Cassation, Section VI, judgement no. 3635 of 2014). In that
most recent ruling, moreover, the principle of non-retroactivity was invoked to clarify that profits
deriving from conduct prior to the entry into force of the provision, including a specific offence
in the list of those giving rise to the legal person’s liability cannot be seized or confiscated: what
matters is the time at which the incriminating conduct took place, not the time at which the
profit was received.

Finally, with regard to preventive seizure, it is worth noting the inclusion of paragraph 1-bis in
Article 53 of the Decree: this provision stipulates that, in the event of seizure for the purposes
of confiscation by equivalent value pursuant to Article 19 (2) of the Decree, the judicial custodian
shall allow the company’s governing bodies to utilise the companies, businesses, securities,
shares or cash sums subject to seizure in order to ensure the continuity and development of the
business.

The management of such assets therefore generally remains the responsibility of the company’s
governing bodies; only in the event of a breach of the requirement to use them for the purposes
of the company’s development and continuity is provision made for the transfer of management
powers to a judicial administrator. Consequently, the latter exercises a purely supervisory role
over the activities of the company’s governing bodies, acting as a link between the judicial
authorities and the company.

2.5.3 Disqualification penalties 24

In the cases provided for by law, the judge may impose disqualification penalties. First and
foremost, it is the express provision in the legislation for the possibility of imposing a
disqualification penalty following the commission of the predicate offence, which has in fact been
committed. Furthermore, it is necessary that the offence committed by the senior manager has
resulted in a substantial profit for the organisation, that the offence committed by the staff
member has been caused or facilitated by serious organisational failings, or that there has been
a pattern of repeated offences. The judge is required to establish that at least one of the
conditions for application set out in points (a) and (b) of Article 13 of the Decree, namely that
the organisation has derived a substantial profit from the offence and, at the same time, the
offence was committed by persons in senior positions or by persons acting under the direction
of others.

Disqualification penalties may consist of:

e the prohibition to carry out the activity;

e the suspension or revocation of authorisations, licences or concessions necessary for the
commission of the offence;

e the prohibition to enter into contracts with the public administration, except for the
purpose of obtaining public services;

2 See, in this regard, page 14 of the Confindustria Guidelines of June 2021 on the development of Organisational,
Management and Control Models.
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e exclusion from benefits, funding, grants or subsidies, and the possible withdrawal of those
already granted;
e the ban on advertising goods or services.

Given their far-reaching impact on the organisation’s operations, disqualification penalties
cannot be imposed by the court in a blanket and indiscriminate manner.

As established in case law?’, such measures must relate to the specific area of the organisation’s
activities in which the offence was committed. Furthermore, they must be tailored in accordance
with the principles of adequacy, proportionality and subsidiarity. This principle of the necessary
division of disqualification penalties is derived from Article 14(1) of the Decree, which clarifies
that “disqualification penalties relate to the specific activity to which the entity’s offence refers”;
from Article 15(2), which introduces a similar provision with regard to the penalty—as an
alternative to disqualification—consisting of the placing of the body under administration, as well
as from Article 69(2), according to which the judgement imposing disqualification penalties
“must always specify the activity or facilities subject to the penalty”, thereby precluding the
possibility that it might indiscriminately cover every sector in which the organisation operates.

Disqualification penalties shall not apply if, prior to the opening of the trial at first instance, the
organisation has remedied the consequences of the offence, in accordance with Article 17 of the
Decree?®,

Finally, Law no. 3 of 9 January 2019, containing ‘Measures to combat offences against the public
administration and regarding the transparency of political parties and movements’ (the so-called
‘Spazzacorrotti’ Act) introduced specific provisions for the application of disqualification penalties
to certain offences against the public administration, namely extortion, simple and aggravated
bribery (where the organisation has derived significant profit), bribery in judicial proceedings,
undue inducement to give or promise benefits, the giving or promising of money or other benefits
to a public official or public service employee by the briber, and incitement to bribery. In
particular, the law has introduced stricter penalties, distinguishing between two different ranges
of same, depending on the offender’s position: disqualification penalties may last between four
and seven years if the offence is committed by a senior manager, and between two and four
years if the offender is a staff member. The law has, however, provided for the imposition of
disqualification penalties at the basic level set out in Article 13 (2) of the Decree (3 months-2
years) where the organisation, in relation to the offences mentioned and prior to the first-
instance judgement, has taken steps to prevent further consequences of the offence and has
cooperated with the judicial authorities to secure evidence of the offence, to identify those
responsible, and has implemented organisational models suitable for preventing further offences
and avoiding the organisational shortcomings that led to them.

2.5.4 Publication of the conviction??

Where the judge imposes disqualification penalties, he or she may also order the publication of
the conviction, a measure designed to satisfy the legitimate interest of third parties in being
informed that the conviction has been handed down, including for the purpose of assessing
whether or not to continue any existing relationships with the convicted person and/or to bring

25 (Criminal Cassation, Section VI, judgement no. 20560 of 2010).
% In particular, to this end, the organisation must have:

e made full compensation for the damage and eliminated the harmful or dangerous consequences of the offence,
or has taken steps to do so;
e adopted and implemented an organisational model designed to prevent offences of the kind that occurred;
e made available the resulting profit.
7 Page 16 of the Confindustria Guidelines of June 2021 on the development of Organisational, Management and Control
Models.
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civil proceedings to protect any rights that may have been infringed. This penalty is undoubtedly
likely to have a serious impact on the organisation’s reputation.

The publication of the conviction in one or more newspapers, either in extract form or in full, is
to be regarded as an ancillary penalty rather than a principal one, as it may be ordered by the
judge in conjunction with the posting of the judgement in the municipality where the organisation
has its principal place of business when a disqualification penalty is imposed. The publication is
carried out by the registry of the competent court and at the expense of the organisation.

2.6 Applicability of the decree to offences committed abroad

An organisation with its principal place of business within the territory of the State shall also be
liable for offences committed abroad, provided that no proceedings are brought against it by the
State in which said offence was committed.

The organisation shall be liable where the conditions set out in Article 4 of the Decree are met:

o functional link: the offence must be committed by a person who has a functional link with
the organisation;

e head office in Italy: the organisation must have its head office in Italy;

e compliance with Italian law: the offence must have been committed in circumstances
such that the organisation is also liable, had the offence been committed in Italy;

e absence of proceedings in a foreign jurisdiction: the foreign state must not have already
brought proceedings against the organisation in respect of the same offence.

The extraterritorial applicability of the Decree means that the organisation must take appropriate
measures to prevent offences from being committed, including at its branches or overseas
operational sites. This requires the model to be disseminated and implemented beyond Italy’s
borders, as well as the establishment of specific operational procedures to ensure that activities
carried out abroad comply with both Italian and local regulations.

3. Adoption and updating of the Model

3.1 Design phase
3.1.1 Analysis of corporate areas and identification of areas at risk

This process identifies the areas which, given the nature and characteristics of the activities
carried out, could be affected by the potential commission of any of the offences covered by the
Decree. To do this, it is necessary to be familiar with the organisation’s history and, in particular,
with any adverse events that may have affected Composite Technical Systems S.p.A. In this
regard, having reviewed the company documentation necessary to understand the company’s
operational and organisational context, it is advisable to interview senior management and staff.
It is useful to review the protocols and regulations already in use within the company.

3.1.2 Analysis of potential risks

The analysis of potential risks must take into account the possible ways in which offences may
be committed in the various areas of the organisation, as identified in accordance with the
process referred to in the previous point. The analysis must result in a description of how the
various types of offence could, in theory, be committed in the context in which the company
operates. For each category of offence set out in the Decree, a risk level will be specified by
drawing up the so-called materiality matrix.
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3.1.3 Drafting the Model

The Model consists of a General Section and a Special Section. The first part, having set out the
relevant legislation, describes the procedures for adopting, updating, training on and
disseminating the Model. The second part, on the other hand, sets out general rules and
operational protocols for the specific types of offence that could, in theory, occur at Composite
Technical Systems S.p.A.

3.2 Approval stage

The Model is submitted for approval by the Sole Director, who formally adopts it by means of a
resolution which is recorded in the minutes and entered in the relevant register of meetings and
resolutions.

3.3 Implementation phase
3.3.1 Communication and dissemination

The Form is sent to all recipients. It is essential that all those involved are made aware of the
general rules and specific protocols set out in the Model adopted by Composite Technical Systems
S.p.A.

3.3.2 Training

Staff training for the purposes of implementing the Model is designed to ensure a thorough
understanding of the general rules and specific protocols set out therein, and is managed in
close cooperation with the Supervisory Body. Training activities are scheduled at least once a
year, with careful consideration given to the target audience and the delivery methods.

3.4 Amendments and additions

The Model must be dynamic and subject to periodic reviews and updates to ensure that it
remains appropriate and effective at all times.

Amendments and additions may arise from:

e legislative changes that introduce new offences or amend existing provisions;

e reports and recommendations from the Supervisory Body based on the monitoring and
control activities carried out;

e changes to the organisational structure of Composite Technical Systems S.p.A., such as
mergers, acquisitions, restructuring or the introduction of new business activities;

e changes to operational processes or business activities that may affect the organisation’s
risk profile.

The procedure for amending and supplementing the Model provides for:

e reporting the need for updates: individuals working within Composite Technical Systems
S.p.A. or the Supervisory Body may report the need to update the Model following
regulatory, organisational or contextual changes;

e analysis of the proposed amendment: an analysis is carried out to assess the proposed
amendment;

e subject to approval: the proposed amendment is submitted for approval. The amendment
will then be formally adopted and recorded in the minutes;

e notification of changes: the approved change is communicated to all recipients of the
Model via official channels, and additional training is provided where necessary.
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4. Structure of the Model

The Model consists of a coherent set of general rules and specific operational protocols designed
to establish a structured, integrated internal control system, with the aim of preventing the
commission of the offences set out in the Decree.

The structural elements of the Model include:

e General Section: provides an overview of the regulatory framework and describes the
procedures for the adoption, updating, training and dissemination of the Model;

e Special Section: this sets out general rules and details specific operational protocols for
the various categories of predicate offences.

The Model is accompanied by:

e Code of Ethics: this forms the basis of the organisation’s ethical principles and values. It
forms part of the Model by setting out standards of conduct that must be observed by all
the recipients;

e Disciplinary system: this includes the sanctions applicable in the event of a breach of the
provisions of the Model and the Code of Ethics and Conduct.

5. Supervisory Body (0dV)z

Article 6 of the Decree provides that the organisation may be exempted from liability arising
from the commission of predicate offences if the management body has, among other things,
entrusted the task of supervising the operation of and compliance with the Model, and of
ensuring its updating, to a body within the organisation endowed with independent powers of
initiative and control. The assignment of these tasks to the Supervisory Body and their proper
and effective performance are, therefore, essential prerequisites for exemption from liability.

5.1 Composition and appointment

The law does not provide specific guidance on the composition of the Supervisory Body, which
may vary depending on the size, nature and complexity of the organisation.

The Supervisory Body is appointed by the Sole Director. The resolution appointing the person
must be formalised and recorded in the minutes.

5.2 Requirements
The Supervisory Body must meet the following requirements »:

e autonomy and independence. The first of the two requirements is to be understood as
meaning that the position of the Supervisory Body within the organisation must ensure
that the supervisory function is independent of any form of interference or influence from
any member of the organisation and, in particular, from the management body. The
Supervisory Body must be vested with effective powers of inspection and supervision,
must have access to relevant company information, must be provided with adequate

2 Page 75 of the Confindustria Guidelines of June 2021 on the development of Organisational, Management and Control
Models.

¥ pPage 77 of the Confindustria Guidelines of June 2021 on the development of Organisational, Management and Control
Models.
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financial resources, and must make use of tools, support and experts in carrying out its
monitoring activities. Case law has supplemented the requirement of autonomy with that
of independence?®. Indeed, the autonomy of the Supervisory Body would be rendered
meaningless if its members were subject to financial or personal influence or found
themselves in situations of conflict of interest, albeit only potential. These requirements
appear to be met by granting the body in question an independent and impartial status,
by providing for it to ‘report’ to the company’s highest operational authority — namely the
Board of Directors — and by allocating an annual budget to support the technical audit
activities necessary for the performance of the tasks entrusted to it by the legislator. To
ensure the necessary autonomy of action and independence, it is therefore essential that
no operational tasks are assigned to the Supervisory Body?3'.

e Professionalism. This requirement refers to the range of tools and techniques that the
Supervisory Body must possess in order to carry out its duties effectively. As clarified by
case law, it is essential that the selection of the Supervisory Body is carried out by
verifying that the candidate possesses specific professional skills32.

e Continuity of action. The Supervisory Body must be vested with all the powers necessary
to ensure the timely and effective supervision of the operation of and compliance with
the Model, in accordance with Article 6 of the Decree, and, in particular, to carry out the
following tasks:

a) assessment of the effectiveness of the Model in preventing and deterring the
commission of the offences set out in the Decree;

b) monitoring compliance with the procedures and processes set out in the Model
and identifying any deviations in behaviour that may emerge from the analysis of
information flows and from the reports that the heads of the various departments
are required to submit;

c) drafting proposals for the Governing Body regarding any updates and
amendments to the Model rendered necessary by significant breaches of its
provisions, major changes to the company’s internal structure, changes to the
way in which its activities are carried out, and, finally, changes in the law;

d) reporting to the governing body, for the purpose of taking appropriate action, any
established breaches of the Code that may give rise to liability on the part of the
Organisation;

30 preliminary Investigating Judge of the Court of Milan, order of 20 September 2004.

31 Otherwise, in fact, its objectivity as a body auditing both conduct and Model could be compromised. As has in fact
been highlighted in case law, in order to be efficient and effective “the supervisory body must not have any operational
duties which, by involving it in decisions concerning the organisation’s activities, could compromise the impartiality of
its judgement at the time of the audits” (Investigating Magistrate Rome Court, 4 April 2003).

In the case of a Supervisory Body comprising a single member, the absence of any conflicts of interest on the part of a
possible internal member should be carefully assessed with regard to their responsibility for both operational tasks and
any supervisory functions already exercised within the organisation. The Organisational, Management and Control Model
must therefore not conflate the roles of the supervisor and the supervised party: the duties of the Supervisory Body
cannot be carried out in relation to itself, but require that the supervised party be distinct from a member of the
Supervisory Body.

32 The Model must require that members of the Supervisory Body possess expertise in ‘inspection and advisory activities,
or knowledge of specific techniques, suitable for ensuring the effectiveness of the supervisory powers and the power to
make proposals entrusted to it’ (as stated by the Court of Naples, 26 June 2007). As regards the inspection and analysis
of the control system, case law has referred - by way of example - to statistical sampling; to techniques for analysing,
assessing and mitigating risks (authorisation procedures; mechanisms for the segregation of duties; etc.); the flow-
charting of procedures and processes to identify weaknesses; the drafting and evaluation of questionnaires; and
methodologies for detecting fraud. These are techniques that can be used to check that day-to-day conduct does indeed
comply with the codified standards: as a preventive measure, to adopt - when drafting the Model and making subsequent
amendments - the most appropriate measures to prevent, with reasonable certainty, the commission of offences
(advisory approach); or, alternatively, retrospectively, to ascertain how the predicate offence could have occurred (an
inspection-based approach).
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e) preparation of a report setting out the audit and monitoring activities carried out
and the outcome of said activities;

f) submission to the Board of Statutory Auditors of the report referred to in the
previous point.

5.3 Duties and powers

The duties that the Supervisory Body is required to perform, including on the basis of the
provisions set out in Articles 6 and 7 of the Decree, can be summarised as follows*:

e monitoring the effectiveness of the Model, that is, ensuring consistency between actual
behaviour and the established Model;

e assessment of the adequacy of the Model, that is, its actual ability to prevent prohibited
behaviour;

e analysis of whether the Model continues to meet the requirements for robustness and
functionality over time;

e submission of a written report to the Governing Body, for the appropriate measures to
be taken, regarding any established breaches of the organisational model that may give
rise to liability on the part of the organisation.

The Supervisory Body has independent powers of initiative and oversight, and may access all
company information relevant to the performance of its functions, including documents,
accounting records and IT systems.

The activities carried out by the Supervisory Body may not be subject to scrutiny by the
Management Body, it being understood that the latter monitors the adequacy of the Supervisory
Body’s actions, as it bears ultimate responsibility for the functioning (and effectiveness) of the
Model**. The Supervisory Body must also have unrestricted access to all company departments
- without the need for any prior consent - to obtain any information or data deemed necessary
for the performance of the duties set out in the Decree. Finally, it may also, under its direct
supervision and responsibility, call upon the assistance of all company departments or external
consultants.

5.4 Term of office, forfeiture and removal

The term of office of the Supervisory Body is three years, renewable by resolution of the Board
of Directors. Continuity in the role is essential to ensure the effectiveness of supervisory
activities. The Supervisory Body may be re-elected upon the expiry of its term of office.

The Supervisory Body’s term of office may be terminated for the following reasons:

e automatic forfeiture: this occurs in the event of a loss of eligibility requirements, such as
independence or good repute, or in the event of voluntary resignation;

e dismissal: this may be ordered for just cause, such as the Supervisory Body’s total
inactivity, serious breaches of duty, conflicts of interest, or conduct that compromises
the effectiveness of its supervisory functions, including for breaches that have resulted
in appreciable or significant exposure to risk or that have constituted a criminal offence.
Removal must be justified and approved, with a new member appointed at the same
time.

33 Page 76 of the Confindustria Guidelines of June 2021 on the development of Organisational, Management and Control
Models.

34 page 81 of the Confindustria Guidelines of June 2021 on the development of Organisational, Management and Control
Models.
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5.5 Co-ordination with other supervisory bodies

The Supervisory Body must cooperate and coordinate with other supervisory and oversight
bodies within the organisation, in order to ensure the effective integration of internal control
activities and synergy between the various functions. This coordination can take place through:

e regular meetings: regular meetings between the Supervisory Body and the Board of
Auditors to discuss the activities carried out, the results of the audits and the necessary
corrective actions;

e exchange of information: the timely sharing of information and documentation between
the Supervisory Body and other oversight bodies, with a view to ensuring a
comprehensive and integrated analysis of risks and breaches;

e cooperation in investigations: coordination of internal investigations into reports of
breaches or risk events, ensuring a unified and consistent approach to investigative
processes.

Coordination with other supervisory bodies is essential to avoid duplication of work, optimise
resources and ensure effective and integrated oversight of the organisation.

6. Information flows and reports
6.1 Obligation to provide information to the Supervisory Body

In accordance with the provisions of Article 6(2)(d), the models must ‘set out information
obligations towards the body responsible for monitoring the operation of and compliance with
the models’.

The internal oversight body must be kept constantly informed of developments in the business,
particularly in high-risk areas, and must have unrestricted access to all relevant company
documentation, including any updates to such data. To facilitate the monitoring of the Model’s
effectiveness, the Supervisory Body must be informed, through specific reports from the
recipients, of any events that could give rise to liability on the part of Composite Technical
Systems S.p.A. under the Decree.

The Supervisory Body must ensure an effective reporting system and information flows to
guarantee the transparency and traceability of its activities. Specifically:

e periodic reports: the Supervisory Body must draw up reports setting out the activities
carried out, the results of the audits conducted, any breaches identified, and proposals
for improvement. Reports are generally drawn up every six months or once a year;

e Information flows: regular information flows must be established between the
Supervisory Body and the various corporate functions to ensure the timely and
comprehensive sharing of relevant information.

In addition to reports concerning general breaches, any breaches - including potential ones - of
the Model must be reported to the Supervisory Body.

The following must be reported to the Supervisory Body:

e measures and/or information from judicial police bodies, or from any other authority,
relating to investigations involving Composite Technical Systems S.p.A., its employees
or its management;

e requests for legal assistance in the event of legal proceedings being brought and in
relation to the offences referred to in the Decree;

e information relating to disciplinary proceedings, as well as any sanctions imposed or
decisions to discontinue such proceedings, together with the relevant reasons, where
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these are linked to the commission of offences or breaches of the Model's rules of conduct
or procedural rules;

e the possible existence of conflicts of interest;

e any reports of shortcomings, inadequacies or hazardous situations relating to health and
safety at work, as well as information regarding incidents, accidents, inspections and/or
any other circumstances relevant to the application of the Model;

e any measures taken by the judicial authorities or other environmental authorities which
indicate a current or potential breach of environmental legislation and/or the
authorisations governing the company’s activities;

e activities relating to Composite Technical Systems S.p.A. as a whole, such as, by way of
example but not limited to:

o organisational and procedural changes;

o any changes, or shortcomings identified, in the company or organisational
structure;

o updates to the system of delegations and powers;

significant operations carried out in areas at risk of crime or which present a risk

of criminal activity;

decisions relating to the application for, allocation and use of public funding;

a copy of the periodic reports on health and safety at work;

a copy of the minutes of the Governing Body’s meetings;

any inspection reports relating to safety and the environment issued by public

bodies and/or regulatory authorities, and any other relevant documents

concerning safety and the environment;

o any document that is useful for the purposes of assessing the planning and
ongoing maintenance of adequate safeguards designed to prevent unlawful
conduct in the use of IT tools and systems and in the processing of data.

(@)

o O O O

6.2 Reports from Employees and third parties (Whistleblowing)

By Legislative Decree no. 24 of 10 March 2023, published in the Official Gazette on 15 March
2023, EU Directive 2019/1937 was transposed into Italian law. This directive concerns the
protection of persons who report breaches of national or European Union legal provisions of
which they have become aware in a public sector context and which harm the public interest or
the integrity of the public administration (so-called Whistleblowing Directive).

The ultimate aim of this legislation is to combat and prevent unlawful conduct within public and
private organisations, by encouraging the reporting of behaviour - of which the whistleblower
has become aware in the course of their work - that is detrimental to the organisation to which
they belong and, consequently, damaging to the collective public interest.

Reports are defined as information - including reasonable grounds for suspicion — concerning
breaches that have already been committed or have not yet been committed (but which, on the
basis of concrete evidence, could be committed), as well as conduct aimed at concealing them;
such behaviour must consist of conduct, acts or omissions of which the whistleblower has
become aware in the course of their work.

The scope of application of the concept of ‘working context’ is broad, given that reports may also
be made by those who have established other types of legal relationship with public and private
entities, distinct from employment relationships in the strict sense. This refers, among other
things, to consultants, associates, volunteers, interns, and persons holding administrative,
managerial, supervisory, oversight or representative roles.

The regulations also apply in the case of reports made in the context of an employment
relationship that has since ended, if the information was obtained while said relationship was
ongoing, as well as where the employment relationship has not yet commenced and the
information regarding the breaches was obtained during the recruitment process or at other pre-
contractual stages.
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As regards the content, reports must be as detailed as possible, so that the facts can be assessed
by the bodies responsible for receiving and handling them3>.

In particular, the following essential elements of the report must be clear, not least for the
purposes of assessing its admissibility:

e the personal details of the person making the report (first name, last name, place and
date of birth), as well as contact details to which any subsequent updates can be sent;

e the time and place at which the incident forming the subject of the report occurred and,
consequently, a description of the facts forming the subject of the report, specifying the
details relating to the circumstantial evidence and, where applicable, the manner in which
the facts forming the subject of the report came to light;

e personal details or other information enabling the identification of the person to whom
the reported facts relate.

Legislative Decree no. 24 of 2023 stipulates that information regarding breaches, including well-
founded suspicions, of national and European Union legislation that harm the public interest or
the integrity of the public administration or of a private body, committed within the organisation
of the body with which the whistleblower or complainant has one of the qualifying legal
relationships specified by the legislator3® may be the subject of reporting, public disclosure or
complaint. Information on breaches may also relate to breaches that have not yet been
committed but which the whistleblower reasonably believes might occur on the basis of concrete
evidence. Such elements may also include irregularities and anomalies (indicative signs) which
the whistleblower believes may give rise to one of the breaches provided for in the decree. The
legislator has defined the categories of offences.

As already mentioned, breaches may relate to both national and European Union legislation.
With regard to breaches of national regulatory provisions3” , these include criminal, civil,
administrative or accounting offences other than those specifically identified as breaches of EU
law, as defined below. Secondly, the breaches under consideration include:

e the predicate offences for the application of Legislative Decree no. 231/200138;
e breaches of the organisational and management models set out in the aforementioned
Legislative Decree no. 231/2001, which are also not attributable to breaches of EU law.

It should be noted that these breaches do not constitute predicate offences for the purposes of
Legislative Decree no. 231/2001 and relate to organisational aspects of the entity adopting them.

As regards breaches of European regulations3?, these are:

o offences committed in breach of the EU legislation set out in Annex 1 to Legislative Decree

3 Confindustria’s Operational Guide for Private Organisations, October 2023, p. 9.

3¢ page 24 of ANAC Resolution no. 311 of 12 July 2023 - Guidelines on the protection of persons reporting breaches of
EU law and the protection of persons reporting breaches of national legislation. Procedures for the submission and
handling of external reports.

37 See Article 2 (1) (a)(1) and (2) of Legislative Decree no. 24/2023.
% These include, for example, the following offences: misappropriation of public funds; fraud against the State, a public
body or the European Union, or committed with a view to obtaining public funds; computer fraud to the detriment of the

State or a public body and fraud in public procurement, embezzlement, extortion, undue inducement to give or promise
a benefit, corruption and abuse of office (see Articles 24 et seq. of Legislative Decree no. 231/2001).

¥ See Article 2 (1) 1(a)(3), (4), (5) and (6), Legislative Decree no. 24/2023.
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no. 24/2023 and of all national provisions implementing it. Specifically, these are offences
relating to the following sectors:

o public contracts;

o financial services, products and markets, and the prevention of money laundering and
the financing of terrorism;

product safety and compliance; transport safety; environmental protection;

radiation protection and nuclear safety;

food and feed safety, and animal health and welfare;

public health;

consumer protection;

the protection of privacy and personal data, and the security of networks and

information systems;

e acts or omissions that harm the financial interests of the European Union (Article 325 of the
TFEU: combating fraud and illegal activities affecting the EU’s financial interests), as set out
in EU regulations, directives, decisions, recommendations and opinions;

e acts or omissions relating to the internal market which impede the free movement of goods,
persons, services and capital (Article 26(2) of the TFEU);

e acts or conduct that undermine the object or purpose of the European Union’s provisions in
the areas referred to in the preceding points.

O O 0O O 0O O

The following reports are excluded from the scope of the new regulations°:

e relating to the whistleblower’s personal interests, concerning their own individual
employment relationships, or pertaining to employment relationships with superiors (for
example: labour disputes, discrimination, interpersonal conflicts between colleagues, reports
concerning data processing carried out in the context of an individual employment
relationship where there is no harm to the public interest or to the integrity of the private
organisation or public administration);

e in the field of national security and defence;

¢ relating to breaches that are already subject to mandatory reporting requirements in certain
specific sectors, to which the ad hoc reporting regime therefore continues to apply (financial
services, prevention of money laundering, terrorism, transport security, environmental
protection).

Information about breaches must relate to the working context of the person making the report,
the person lodging the complaint or the person making the information public. Those who have
entered into other types of legal relationships with public and private entities are also taken into
account. Finally, this may include information obtained by virtue of the office held, as well as
information acquired in the course of and/or as a result of carrying out one’s duties, even if only
incidentally.

Following this brief introduction, please refer to the relevant procedure, which was drawn up and
approved by resolution dated 6 March 2025.

40 ANAC Resolution no. 311 of 12 July 2023, pp. 28-29.
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7. Training and dissemination of the Model

A crucial factor in the effectiveness of the Model is training and dissemination. It is only by
providing the appropriate information that we can ensure that all those involved fully understand
the general rules and specific operational protocols necessary to prevent offences from being
committed.

Specifically, the information and training programme consists of the following activities:

e communication of the Model: The Model must be formally communicated to all those to
whom it applies. This communication must take place via the official channels of
Composite Technical Systems S.p.A. and must include the distribution, in paper form, of
the full text of the Model and the Code of Ethics and Conduct;

e publication on the company Intranet and display on the noticeboard: the Form and any
related documents must be made available on the company Intranet, accessible to all
employees. This allows the Model to be consulted continuously and easily;

e training sessions: organising information sessions and presentations to explain the
Model’s content, objectives, risk areas, and preventive measures. These meetings must
involve all levels of the company’s organisation and are essential to ensure that all those
subject to the Code acquire the skills and knowledge necessary to apply the regulatory
and operational provisions correctly. Assessing the effectiveness of training is essential
to ensure that training programmes achieve their set objectives and that participants
have acquired the necessary knowledge and skills (the main assessment activities
include: evaluating participants’ learning and monitoring attendance). In order to
effectively implement a system for training and disseminating the Model, the Organisation
must:

o draw up an annual training plan, setting out the training objectives, course
content, delivery methods and timetable;

o appoint a training manager responsible for coordinating all training activities and
ensuring the consistency and effectiveness of the training programme.

8. Disciplinary system

The Disciplinary System is one of the key elements of the Model within the meaning of the
Decree. It is, in fact, designed to ensure the effectiveness of the Model itself by imposing
sanctions in the event of non-compliance with the measures set out therein. Composite Technical
Systems S.p.A. has adopted its own Disciplinary System.

For the purposes of applying the Disciplinary System, any action or conduct - including omissions
- carried out in breach of the rules set out in this Organisational and Management Model shall
constitute relevant conduct for giving rise to the imposition of any sanctions.

The disciplinary system serves a preventive purpose*'. Failure to comply with the measures set
out in the Organisational Model must trigger the sanctions procedure provided for therein,
irrespective of whether criminal proceedings are brought in respect of any offence that may have
been committed. Indeed, a model can only be said to have been effectively implemented when
it triggers the disciplinary framework to counter behaviour that may lead to an offence.

This must be complemented by the autonomy of the system, which refers to the distinction
between criminal offences and disciplinary offences: in other words, the aim is to ensure that

4 Page 71 of the Confindustria Guidelines of June 2021 on the development of Organisational, Management and Control
Models.
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the Model does not merely serve as a redundant duplication of the relevant criminal provisions
and that, at the same time, the organisation is not prevented from imposing sanctions before
the criminal proceedings have been concluded. Rather, the disciplinary system must address,
from a precautionary perspective and at the ante delictum stage, irregular, preliminary or
preparatory conduct - and, in any case, conduct occurring at a stage that is, where possible,
even earlier than the attempt.

As mentioned earlier, the disciplinary system complements and gives effect to the Model, the
purpose of which is to prevent offences from being committed, rather than to punish them after
the fact.

The disciplinary system must be based on certain fundamental general principles, in accordance
with the provisions of Article 6(2)(e) of the Decree:

e legality: sanctions must comply with current legislation, the applicable national collective
labour agreements and the provisions of the Civil Code;

e impartiality and transparency: sanctions must be applied in an impartial and transparent
manner, ensuring the right of the person concerned to defence and to a fair hearing;

e proportionality between the offence and the penalty: penalties must be proportionate to
the seriousness of the breach committed, taking into account the specific circumstances
and whether or not the conduct was intentional. Given that these must be concrete,
dissuasive and deterrent measures, consideration could be given to whether the breach
was committed through an act or omission, whether it was a single or repeated offence,
whether it was intentional or negligent, and the degree of intent or negligence involved;
the degree of proximity to the predicate offence; the individual’s position in relation to
the organisation (whether external or internal and, in the latter case, whether in a senior
position or subject to the direction of others); and the effect that the offence has had on
the relationship of trust with the organisation, and so on;

e timeliness: sanctions must be imposed promptly following the detection of a breach, in
order to ensure that the disciplinary system acts as an effective deterrent;

e proportionality: the disciplinary system must provide for a scale of sanctions graded
according to the seriousness of the breaches, ranging from the least severe measures
(such as a verbal warning) to the most severe (such as dismissal);

e typicality: this principle stipulates that a disciplinary system cannot be regarded as
appropriate if it does not adequately penalise abnormal or dangerous behaviour that has
already occurred within the company®;

e advertisement: Composite Technical Systems S.p.A. is responsible for ensuring that the
Disciplinary Code is adequately publicised, primarily through posting it in a location
accessible to all employees (Article 7(1) of the Workers’ Statute)®, as well as by

42 According to case law, ‘the system of sanctions consists of one part relating to the identification of breaches and
another relating to sanctions and disciplinary measures’; in this regard, for each sensitive area, the governing body
‘must establish specific prevention protocols (...) subjecting the rules to effective monitoring and backing them up with
an equivalent number of appropriate specific sanctions to prosecute breaches and to ensure the effective implementation
of the entire organisational system thus put in place’ (See Order of the Preliminary Investigating Judge Court of Naples,
26 June 2007).

4 Article 7 of the Workers’ Statute:

‘1. The disciplinary rules concerning sanctions, the offences for which each sanction may be imposed, and the procedures
for raising objections to such sanctions must be brought to the attention of employees by displaying them in a place
accessible to all. They must apply the relevant provisions set out in any existing collective agreements and employment
contracts.

2. An employer may not take any disciplinary action against an employee without first informing them of the allegations
and giving them the opportunity to defend themselves.
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distributing it in person and via email to individual employees and making it available on
the company Intranet*.

9. Monitoring and updating the Model

The ongoing monitoring and updating of the Model are essential to ensuring its effectiveness in
preventing the commission of offences and to keeping the control system in line with regulatory,
organisational and operational developments within the Organisation.

9.1 Periodic reviews

Regular reviews are essential for assessing the effectiveness and suitability of the Model over
time. These reviews must be planned and carried out on a regular basis to ensure that the Model
remains consistently aligned with the Organisation’s needs and with regulatory requirements.
The main periodic review activities include:

e internal audits must be planned and carried out by the Supervisory Body or by company
departments specifically designated for this purpose. Audits must assess the compliance
of operational procedures and internal controls with the provisions of the Model and
identify any areas for improvement;

e In addition to general internal audits, thematic audits may be carried out on specific areas
of risk or on particular business processes. These checks are designed to identify specific
critical issues and to assess the effectiveness of the preventive measures put in place;

e Direct involvement of employees and external contractors through interviews and
questionnaires can provide useful information on their perception of the Model, their level
of awareness, and the effectiveness of the control measures. These tools can help to
identify any gaps in training and communication;

e The Supervisory Body must draw up periodic reports on the results of the audits carried
out, highlighting the main issues identified and making recommendations to improve the
Model. The reports must be submitted to the Board of Directors and the other relevant
corporate bodies.

9.2 Adapting the Model to regulatory changes

The Model must be kept up to date at all times to reflect any regulatory changes that may affect
the scope of predicate offences or the procedures for implementing preventive measures.
Adaptation of the Model to regulatory changes includes the following activities:

e monitoring of legislative developments: the Authority must establish a system for the
continuous monitoring of legislative and regulatory developments - both at national and
international levels - which may have an impact on the Decree;

e impact assessment: every regulatory change must be analysed to assess its impact on
the organisation’s activities and on the Model. This analysis must identify new areas at
risk, the necessary changes to operational protocols, and the new control measures to
be adopted;

8. Disciplinary sanctions may not be taken into account for any purpose once two years have elapsed since they were
imposed.’

“ Prevailing case law regards this form of advertising as irreplaceable, with the sole exception of breaches which, by
virtue of their seriousness, are inherently reprehensible “not in collective sources or in the employer’s decisions, but in
the social conscience as an ethical minimum” (Court of Cassation, no. 18130 of 13 September 2005) and which, in any
event, result in dismissal for just cause, pursuant to Article 2119 of the Civil Code and not Article 7 of the Workers’
Statute.
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updating the Model: based on the results of the impact assessment, the Supervisory Body
must draw up the necessary amendments to the Model. These amendments must be
approved and formally incorporated into the Model document

communication and training: any changes made to the Model must be communicated
promptly to all relevant parties through specific training sessions and updates to the
documentation available on the company Intranet.

9.3 Continuous improvement

The continuous improvement of the Model is a dynamic process that requires constant
commitment from all levels of the organisation. The following are the main activities designed
to ensure the continuous improvement of the Model:

The organisation must put in place mechanisms for gathering feedback from employees,
contractors and business partners regarding the effectiveness of the Model and any
operational difficulties encountered. This can be done through questionnaires, interviews
or regular meetings;

The critical issues identified through periodic reviews, reports and feedback must be
analysed in order to identify the root causes and set out the necessary corrective actions.
This analysis must be carried out in a systematic and documented manner;

the corrective actions identified must be implemented promptly and monitored to verify
their effectiveness. The Supervisory Body must monitor the implementation of corrective
actions and provide updates on the progress made;

operating procedures and control protocols must be periodically reviewed and updated to
ensure that they remain in line with the organisation’s needs and best practice in the
sector. This review must take into account regulatory developments, organisational
changes, and new technologies that have become available;

training for those subject to the Code must be ongoing and tailored to emerging needs.
Refresher training programmes must be designed to address new issues, respond to
problems identified and improve staff awareness and skills.

The Model must not be seen as a mere bureaucratic formality or a superficial display of
organisation. It must be an integral part of the company, reflect the characteristics of its
organisation, and evolve and change alongside it; this is why Composite Technical Systems
S.p.A. is committed to complying with the provisions of Legislative Decree no. 231 of 2001.

Rev 01

Composite Technical Systems S.p.A.
Via Monsignor Faidutti, 9 - 33048 Chiopris-Viscone UD, lItaly
Phone: +39 0432 991383 | info@ctscyl.com | www.ctscyl.com
VAT reg. no. 01155920323 | R.E.A. UD 273252 | Share Capital: € 1,000,000.00 | PEC: cts@pec.ctscyl.com 30



	Definitions
	1. Introduction
	1.1 Introduction
	1.2 Purpose of the Model
	1.3 Scope
	1.3.1 Recipients of the Model
	1.3.2 Geographical scope


	2. Legislative Decree no. 231 of 2001
	2.1 The administrative liability of legal entities
	2.2 Any events affecting the organisation
	2.3 Exemptions from administrative liability
	2.4 The types of predicate offences
	2.5 Financial penalties applicable in the event of criminal liability
	2.5.1 Financial penalties19F
	2.5.2 Confiscation of the proceeds or profits of the offence21F

	2.6 Applicability of the decree to offences committed abroad

	3. Adoption and updating of the Model
	3.1 Design phase
	3.1.1 Analysis of corporate areas and identification of areas at risk
	3.1.2 Analysis of potential risks
	3.1.3 Drafting the Model

	3.2 Approval stage
	3.3 Implementation phase
	3.3.1 Communication and dissemination
	3.3.2 Training

	3.4 Amendments and additions

	4. Structure of the Model
	5. Supervisory Body (OdV)27F
	5.1 Composition and appointment
	5.2 Requirements
	5.3 Duties and powers
	5.4 Term of office, forfeiture and removal
	5.5 Co-ordination with other supervisory bodies

	6. Information flows and reports
	6.1 Obligation to provide information to the Supervisory Body
	6.2 Reports from Employees and third parties (Whistleblowing)

	7. Training and dissemination of the Model
	8. Disciplinary system
	9. Monitoring and updating the Model
	9.1 Periodic reviews
	9.2 Adapting the Model to regulatory changes
	9.3 Continuous improvement


