e
o

-~
=q
>

MM

Sy

IL.M.M. HYDRAULICS S.p.A.
Organization, Management and Control Model

pursuant to
Decree 231 dated 8 June 2001




\ ®

MM

HYDRAULICS

CONTENTS
GENE RAL P A RT et 6
1  ADMINISTRATIVE RESPONSIBILITY OF ORGANIZATIONS: NOTES ON REGULATIONS ......c.een.... 7
1.1 DecRet 231 DATED 8 JUNE 2001
1.2 ADMINISTRATIVE OFFENSES ..vvvvvvvvvevererererereresssssessssssssssresssssenens
1.3 RESPONSIBILITY FOLLOWING CHANGES MADE TO THE ENTITY
1.4 ORGANIZATION, MANAGEMENT AND CONTROL MODEL: “EXEMPTION" IN THE EVENT OF AN OFFENSE .cccceevrnrvrnenn... 18
1.5 GUIDELINES ISSUED BY SECTOR ASSOCIATIONS ..vvvvvererererererereresessessesesessssssssssssssssssssssssssssssssssssssssssssssssssssesen 19
1.6 LEGAL DEVELOPMENTS. cevtuuueeeerrrerrunaeeeesessssnnaeeessessssnnaaeeessssssssnseeesssssssssnseesssssssssnneeeesssssssnnesesssssssnnnnesees 20
2 ADOPTION OF THE IMODEL ...neeieeeaee ettt 22
2.1 LMLV HYDRAULICS S.P.A . c.eetutititntiutuutuuuuetutuuaunuauarauaenaanasarararsssrsrssssssssssssssssssssssssnsnsssssssssnsnsnsnsnsnsnsnsnnnne 23
2.2 METHODOLOGICAL APPROACH TO THE IMIODEL...uuuuuuuuuuuuuunnnnnnnnnsnnnnnnnnssssnsssnssnssssnsssssssssssssssssssssssssssnsnsnssnnsnns 26
2.3 COMPARISON OF THE MODEL WITH THE CODE OF ETHICS .. . uuuuuuuuuunuuununrnunnnunsnnnsnnnnnsssssnsnsssssssssssssssssnsnsssssnnnns 32
2.4 RECIPIENTS OF THE IMIODEL.uuuuuuuuuuuuuuuunununnnnnsnnnnsnnnnnnssnnsnsssssssssssssssssssssssssssssssssssssssssssssssssssssnsssssssnsnssssnnnnne 33
2.5 ORGANIZATION AND CONTROL MODELS WITHIN GROUPS ....cevvuuuneeeerererrnineeeeererersnnaeeeesessssnnaeeessssssssnneeeeessenes 33
2.6 PRINCIPLES ESTABLISHED BY INTERPUMP GROUP FOR COMPLIANCE WITH DECREE 231/2001 BY ITALIAN AND FOREIGN
SUBSIDIARIES. . etuttttueetttiee ettt aeeetuueeesttaaaesaneasesnnasssanaessnnasesnnessnnasssnnasssnnsessnneaessnnsesssnesesssneesssnneesennnns 35
3 THE SUPERVISORY BODY ...eiiieiee e e 36
3.1 IDENTIFICATION OF THE INTERNAL SUPERVISORY BODY....cciiiiiiieiiieeeie et ee e e e seee e e eeeneeee e e ee e 37
3.2 FUNCTIONS AND POWERS....ceieieieieieieieieieieieieeesesesesesesesesesesesssssssesesssesesesssesssesesesesesssesssesesesssssessssseseseseses 37
3.3 REPORTING BY THE SUPERVISORY BODY TO THE CORPORATE BODIES ...vuuueiieeiiiiiiieeeeeeeeeerieeeeeeeeevenieeeeeeeeenennnns 39
3.4 REPORTING: GENERAL AND SPECIFIC REQUIREMENTS. .. .eeevtvruuieeeeererersnnaeeeesersssnneeeessesssmnnseeeesssssssnneeessssessnnnns 40
3.5 COLLECTION, STORAGE AND FILING OF INFORMATION ..coeoveeeeieieieieieieieeennn ERRORE. IL SEGNALIBRO NON E DEFINITO.
3.6 STATUTE OF THE SUPERVISORY BODY
4 TRAINING AND DISSEMINATION OF THE IMODEL ....ueuenieeeeee et eeeaaans 45
A, 1 EIVIPLOYEES cevveererererererereeerereeeeereeessesseseesessssssssesssssssssssssssssessssresssssesesssessssseseressrersessereeseeserererererererersren 46
4.2 EXTERNAL CONSULTANTS AND PARTINERS ....ccvtuuuieeeereerrtuneeeeeeeersstnnaeeeeesessssnneeesesssssmnseeesssssssssneeesssssssnnnnesens 46
5 THE DISCIPLINARY SYSTEM ...ttt et 47
5.1 GENERALPRINCIPLES ..eeeeteeeieeeeeieeeeeeeeeeeseieseseseiesesesesesesesesesesssssesssesesesesesesesesesesesesesesesssesesessseseseseseseseseses 48
5.2 MEASURES IN RELATION TO EMPLOYEES ...ceeeeeeeeeieieieieeeieieeeeeeeseeeeesesesesesesesesesssssesesssssesesssesesesssssssesesesesesesens 48
5.3 MEASURES IN RELATION TO DIRECTORS....ceieieieieieieieieieieieieieieeeieeesesesesesesesssesesesesssesesssesssesesesssesesssesesesesnses 49
5.4 MEASURES IN RELATION TO EXTERNAL PARTIES: COLLABORATORS, CONSULTANTS AND OTHER THIRD PARTIES........... 49
5.5 DISCIPLINARY SYSTEM ...eettttttuueeeeererssuneneeeeesessssneeessessssssnaeeesssssssssnneeessssssssneesessssssmsnseeeesssssssmeeessssssssnnns 49
SPE G AL P A RT <o e 50
INTRODUCGTION ...ittiteeitieeeette e e st eeeette e ettt eeesta e esaaaeeesnaaassnnasanasasesnnnasssnnassssnnasssnnsesssnnaessnnnesesnnsesssnnesssnneessnnn 51
6 STRUCTURE OF THE COMPANY AND GOVERNANCE ......cutieee e 52
6.0 [OMISSIS] .ccoeeiurreeeeeeeeeeiiteee e e e eeeettt et e e e e e e s tbbareeeeeeesssbaaseeeeeeeaasbbaaeaeeeesassbaaaeeeeeesaassraraseeeesanssraereeesaansnrees 53
6.2 [OMISSIS] conreeeteeeteeeetteeetee e tte et e e bt e e tee e taeebeesabaeeaseeaabeeeseeaateeenbeeanbaeanbee e beeeaeeebeeebeeebaeeaeeebaeeree et 53
7 OFFENSES AGAINST THE PUBLIC ADMINISTRATION AND THE ADMINISTRATION OF JUSTICE,
AND THE EMPLOYMENT OF ILLEGALLY STAYING THIRD-COUNTRY NATIONALS.....cccvvvvenennns 54
7.1 DESCRIPTION OF THE OFFENSE ...eceieteieeeeeieteeeieeeieseseieseseseseeesesesesesesesesesesesssesesssesesssesssssssssesesesssesssesesesesesens 55




10

11

12

13

MM

HYDRAULICS

A [0 [ XY PSSR 60
7.3 RECIPIENTS OF THE SPECIAL PART 1evtuueeiiieittitiiieeeeeeeetttieeeeeeeseststnaeeeessessstnaeeesesessssnaeeessssssnnaesessessssnnnneeens 60
7.4 INTERPUMP GROUP “ANTI-CORRUPTION COMPLIANCE PROGRAM” .....ovvrrieiieeiiiiiireeeeeeeeeiinsreeeeeeeeesnsseneseseennns 61
7.5 GENERALRULES OF CONDUCT ..eeieiieeieeeieieeeieieeeieseseeesesesesesesesesesssesesesesesesesesssssesssssessssssssssssseseseseseseseseseses 62
T 06 [OMISSIS] eveeeeeeeeireeeee e eeeeeeee e et e eec e e e et e e et e e e e e e eeea bbb e e e e eeeeeabbbbeeeeeesaasbtbeaeeeeeeasstaaeeeeseeaasatrareeeeeeanes 64
7.7 PREVENTION PROCEDURES AND PROTOCOLS. ..euuuitituueeettuneeritieeestnneeessneesssnaeessneesssnsesssnaesssnneesssnneesssnaesssnnns 64
CORPORATE OFFENSES AND CORRUPTION AMONG PRIVATE INDIVIDUALS ..o 65
8.1 DESCRIPTION OF THE OFFENSE ...ueeeeetvttuueeeererersnsnaeeeesssesssnnaeeesssssssssaeeessesssssnmaesessssssmsnmeeeesssssssmeeessssssssnnns 66
8.2 [OMISSIS] cuvvveveeeeeeeeitreeeee e e e eeetteee e e e e e eee bt eeeeese et bbaeeeeeeseeabbaaeeeeeeea bt b e reaeeeaaaaatbareaeeeeeaataaraeeeeeeaarrrraeeens 75
8.3 RECIPIENTS OF THE SPECIAL PART iieieiiieieieieieieieieteie et eeeeseeeseeeeeeeeeeeeeeeeeeeseseeesesesesesesesesesesesesesesesesesesesesnsens 75
8.4 GENERAL RULES OF CONDUCT ..eeieieieieeiieieieieieeeieseseeesesesesesesesesesesesesesesesesesesssssesssssesssesssssssssssesesssesesessseses 75
F R [0V 13 & S PRR 78
8.6 PREVENTION PROCEDURES AND PROTOCOLS. ..vuuuuueeerrrertunaeeeerersssnneeeessessssnnseeesssssssunaeeessssssssnnnseesssssssnnnneeens 78
CRIMES AGAINST THE INDIVIDUAL ..ttt ettt et 80
9.1 DESCRIPTION OF THE OFFENSE ...eeeteteteeeeeieeeeeieseieseseeeeeseseseeesesssesesesesesesesesssesesssesesssesesssssesssesesssssssesessseseses 81
9.2 [OMISSIS] cuvvveeeeeeeeeeetreeeee e e eeeetteeeee et e ee et aaeeeeeeeeetabaeeeeeeseessbaeeaeeseeaaatbareaeeeeassstbareeeeseaastarreeeeeeaasraraeeeens 81
9.3 RECIPIENTS OF THE SPECIAL PART ..cvviiiiiiiiiiieieieieieieieeeeeeeeeeeeeeeeseeseesssssssesssssssessessessesssssseesssesereseseserererereren 81
9.4 GENERAL RULES OF CONDUCT ..eeieiieeieieeeieieieieeeieeeseeeseseeesesesesesesesssesssssesesssesssssesssssesssesssssssssssesessseseseseseses 82
L R [0 13 & OSSR 82
9.6 PREVENTION PROCEDURES AND PROTOCOLS. ...ceevvuuuneeeerererrsunaeeeeseressnnaeeessssssssnaeeessssssmnseeessssssssnneeessessssnnnns 82
MANSLAUGHTER OR SERIOUS OR VERY SERIOUS INJURY DUE TO VIOLATION OF THE
OCCUPATIONAL HEALTH AND SAFETY REGULATIONS ...uuiiiiiiiii i e ee e ene e 83
10.1 DESCRIPTION OF THE OFFENSE ....evvvtuuueeeeererersneseeeeesesssunseeeessessssnnseeesssesssssmseesssssssssnneeeesssssssnsaesesssssssnsnnesees 84
J0.2 [OMISSIS] vveereesreesuriesteesteesiueestteesteessteesaseessseasaseassseessseassseessseessseesaseassseesaseasssassaseasssessnseesnseesnseesnsensn 85
10.3 RECIPIENTS OF THE SPECIAL PART evtuuuieiieiittiiiieeeeeeeetttieeeeeeesersstaeeeeessesssnnaeeesssesssnnaeeeessssssnnneseessssssnnneeees 85

RECEIVING, LAUNDERING AND USING CASH, GOODS OR BENEFITS OF UNLAWFUL ORIGIN, AS
WELL AS SELF-LAUNDERING, TERRORISM AND SUBVERSION OF THE DEMOCRATIC ORDER. 89

11.0 DESCRIPTION OF THE OFFENSE...eevvvtuuueeeeererersnnaeeeeesesssunsaeeessessssnnseeesssssssssseessssessssnneeeesssssssnsaesesssssssnnnnesees 90
B (0] X USSR 92
11.3 RECIPIENTS OF THE SPECIAL PART evvuueeiieiitttiiiieeeeeeeettteeeeeeesertstnaeeeessesssnnaeeesssessssnasesssssssnnnaesesssssssnnnaeeees 92
11.4 GENERAL RULES OF CONDUCT ...cevvttuuueeeeeeerersneeeeeesessssnnaeeeessessssnnseeesssssssssseesssssssssnneeessssssssnaesesssssssnnneeees 92
1.5 [OMISSIS] eveeeeeeeeieeeee e e et ettt e et e eee et e e et e e et a e e e eeeeesbaaaeeeeeesaasbssbeaeeeesaassstbeseeesseasstsessaeseeansstseseeessennes 92
11.6 PREVENTION PROCEDURES AND PROTOCOLS. ...evvverererererererereresesssssesssesssssssssssssssssssssssssssssssssssssssssssssssssssreren 93
INFORMATION TECHNOLOGY CRIMES AND UNLAWFUL DATA PROCESSING .....ceuveueineenennnn. 94
12.1 DESCRIPTION OF THE OFFENSE...cevvvtuuueeeeerrrersnnaeeeersessssnseeeessessssnseeessssssssssseessssessssnneeeesssssssnaesesssssssnsnnesees 95
B (0] X SRR 99
12.3 RECIPIENTS OF THE SPECIAL PART evvuueeieiietttiiieeeeeeertiteeeeeeeseststaaeeesssesssnnaeeesssessssnaseesessssnnnnesesssssssnnnneeees 99
12.4 GENERAL RULES OF CONDUCT ..vvvverererererereresesesesssesesssesssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssreren 99
12.5 PREVENTION PROCEDURES AND PROTOCOLS. ...cvvverrrererererereresesesesssssesesssssesssssssssssssssssssssssssssssssssssssssssssreren 100
OFFENSES CONCERNING THE INFRINGEMENT OF COPYRIGHT ..euteeieieeeeeeeeeeeeeeeeeeeeeeens 101
13.1 DESCRIPTION OF THE OFFENSE ...eevvuuuueeeeeeeerssunaeeeeessessnnnaeeeesssssssnaaeeessssssssnaeeeesssssssnneeeesssssssnsneeesssssssnnnaneens 102
I (0] X SRR 104
13.3 RECIPIENTS OF THE SPECIAL PART 1evvuuieieiieiititieeeeeeeetttuieeeeeeeesstntaaeeessersstnnaaeeessessstnneeeesssesssnnansesesssssnnnnenens 104




14

15

16

17

18

19

MM

HYDRAULICS

13.4 GENERAL RULES OF CONDUCT ...etvttuuueeeeeerersssneeeesesessnnnaeeessssssssnaeeesssssssnnseeeesssssssnnseessssssssnnesesssssssnnnnesens 104
RN (0] X SR 105
13.6 PREVENTION PROCEDURES AND PROTOCOLS. ...cvvverererererererereresesesssssssssssssesssssssssssssssssssssssssssssssssssssssssssssren 105
OFFENSES AGAINST INDUSTRY AND COMMERGCE ... cueteee et naeens 106
14.1 DESCRIPTION OF THE OFFENSE ...eevvuuuueeeeerrersssnaeeeeessessnnaeeeesesssssnmaeeessesssssnaeeeesssssssnneeessssssssnaeeesssssssnnnneeens 107
B B (0] X SR 108
14.3 RECIPIENTS OF THE SPECIAL PART 1evtuieieiieiititieeeeeeeetttuieeeeeeeeestnaaeeeesersstnnaaeeessessstnnaeeesssesssnnaesesesssssnnnneeens 108
14.4 GENERAL RULES OF CONDUCT ..cetvvtuuueeeeeeeersnsnneeeesesesssnnaeeessssssssnaeeesssssssnnseeeesssssssnneeeesssssssnaeeesssssssnnnnesees 109
.5 [OMISSIS] eveeeeeeeeeitreeeeee e eeeeiteee e e e e eeettvee e e e e e e e s abbareaeeeeesaabbaaeeeeeesaasbbbaeaeeeesasssstsareeeeeeansstbaneeeeeesantrrreeeeas 109
14.6 PREVENTION PROCEDURES AND PROTOCOLS. ...cvvverererererererereresesesssssssesssssesssssssssssssssssssssssssssssssssssssssssssssren 109
CURRENCY COUNTERFEITING, FALSIFICATION OF PUBLIC CREDIT INSTRUMENTS, DUTY-PAID
STAMPS AND INSTRUMENTS OR SIGNS OF IDENTIFICATION ...utieieieeeeeeeeeeeeeeaeeeenaeas 110
15.1 DESCRIPTION OF THE OFFENSE ...eevvuuuueeeeereersssnaeeeesesessnnaeeeesssssssnaseeesssssssnnseeessssssssnneeeesssssssnsaeeesssssssnnnneeens 111
5.2 [OMISSIS] evveeeeeeeeitreeeeee e eeeeteeee e e e ettt e e e e e e s abb e s e e e e eeessabaaaeeeeeesaasbbbbeaeeeesaasastaaseeeeseansstbaseeeeeennntrrreeeens 114
15.3 RECIPIENTS OF THE SPECIAL PART ..eevitivirireririrerererererererereeeresesesesesesesssesesssssssssssesesssssresssssersrsrsssrersrsssreren 114
15.4 GENERAL RULES OF CONDUCT .vvvvvvvererererereresesesesssssesssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssrsssssrsssssrsren 114
RN (0] X SR 114
15.6 PREVENTION PROCEDURES AND PROTOCOLS. ..uuuuuieerererrunneeeeeeerssssnaeeeessessssnneeeeesssssssnneeeesssesssnnaeeesssssssnnnneeens 114
ENVIRONMENTAL OF FENSES .. e eu ittt ettt et ettt ettt e 115
16.1 DESCRIPTION OF THE OFFENSE ...vvvvverererereresesesesesesesesesssessssssssssssssssssssssssssssssssssssssssssssssssessssrerssssersrsrersren 116
8.2 [OMISSIS] eveeeeeeeeeireeeeee e e eeeeteee e e e e eee et e e e e e e s abbar e e e e eeesabbaaeeeeeeeaasbbbbeaeeeesaasastsaeeeeeeeaasstbaneeeeeenastrraeeeeas 133
16.3 RECIPIENTS OF THE SPECIAL PART ..eevvviviiiririrererererereserereseeesesesesesesesesesssesssssssssssesesssssssssserersrersssssssssssreren 133
16.4 GENERAL RULES OF CONDUCT ...evvttuuueeeeeerersnsnneeeesesesssnnaeeessssssssnaeeesssssssnnaeeeesssssssnneeeessssssssnaesesssssssnnnneeens 133
16.5 PREVENTION PROCEDURES AND PROTOCOLS. ..uuuuneeerererrunneeeeeerressnneeeeessessssnneeeessssssssnaseeessssssssnaesesssssssnnsnneens 134
OFFENSES OF ORGANIZED CRIME ...ttt et 135
17.1 DESCRIPTION OF THE OFFENSE ...vvvvvererererereresesesesesssesssssessssssssssssssssssssssssssssssssssssssssssssssssessrsrerssssersssrersren 136
7.2 [OMISSIS] eveeeeeeeeeiireeeeee e eeeeteeee e e e ettt e e e e e e abbae e e e e eeesabaaaeeeeeeeaa bbb seeeeessansassaaseeeeseaasstbaneeeeeesantrraeaeens 137
17.3 RECIPIENTS OF THE SPECIAL PART ..eevivivirireririrererereresereseeeeesesesesssesesesesesesssssesssssesessssssesssesersrererssessressreren 137
17.4 GENERAL RULES OF CONDUCT .vvvvveverererererereresesesssssesssssesssssssssssssssssssssssssssssssssssssssssssssssssssssssrsssssssssssrsren 137
17.5 PREVENTION PROCEDURES AND PROTOCOLS. ..uuuuueeeeererrunneeeeerressssnaaeeessessssnneeeessssssssnnseeesssssssnaeeesssssssnnnneeens 139
LN O = 1S =S T 140
18.1 DESCRIPTION OF THE OFFENSE ...vvvvverererereresesesesesssesesssssessssssssssssssssssssssssssssssssssssssssssssssssessrsrsrssesersrsrereren 141
L8.2 [OMISSIS] c.urreeeeeeeeeeeireeeee e e e eeeeteee e e e e e e e ebtaeeeeeeseesstrereeeeeeessstbaseaeeseassstaaseaaeeesaasbssaeseseesansssseneaessensrrees 145
18.3 RECIPIENTS OF THE SPECIAL PART ..eevivivirirererirererereresereseseeesesesesssesesesesssesssesesssssesessssssssssersrsrersesrersssrsreren 145
18.4 GENERAL RULES OF CONDUCT .vvvvvvverererererereresesesssssesesssssssssssssssssssssssssssssssssssssssesssssssssssssssssssssssssssssrersren 146
18.5 [OMISSIS] c.veeereesieesteeste e et este e sttt e st e s taeassae e aaeessaeesae e saeeseeasaeeasaeaasae e seeaseeenbaeeseeenbaeeseeebeeennee et 148
18.6 PREVENTION PROCEDURES AND PROTOCOLS. ..uuuuneeeeererrunneeeeerrrssssnaaeeessessssnneeeessssssssnseeesssessssnaeeesssssssnnnnneens 148
CUSTOMS OFFENSES (CONTRABAND) .....uuuuuuuuuunnnnnasssasssssssssaassssaesaassssasaaaaaaaaaaaaens 149
19.1 DESCRIPTION OF THE OFFENSE ..evvvvvererererereresesesesesesesssssesssssssssssssssssssssssssssssssssssssssssssssssserssersrssssersrsrersren 150
F9.2 [OMISSIS] c.urreeeeeeeeeeeireeeeeeeeeeeeaeeee e e e s eestataeeeeeeseeastbereeeeeeassatsaseaeeeeassstaaseeeeeesaassbsaeeeseeseassssseneeessensrrees 152
19.3 RECIPIENTS OF THE SPECIAL PART ..ceevirivirireririrerererereserereseeeresesesesssesesesesesssssesssssesessssssssssssererersrereressssreren 152
19.4 GENERAL RULES OF CONDUCT ..cetvttuuueeeeeerersssnneeeesesessnnnaeeessssssssnaeeesssssssnnaeseesssssssnneeeesssssssnneeesssssssnnnnesens 152
19.5 [OMISSIS] c.veeutiesieeeieeete e et e s et e sttt e s ae e sttt e s abe e steessaeesteessaeeseeasaeeasaeeasae e seeaseeenbaeeseeebeeeneeebaeennee et 153




fiiniMM

]
e HYDRAULICS

19.6 PREVENTION PROCEDURES AND PROTOCOLS. .uuuuuueeeerrerrunneeeeerrressnnaaeeessessssnneeeeesssssssnnseeesssssssnnaeeesssssssnnnnneens




GENERAL PART

HilIMM-




HilIMM-

1 Administrative responsibility of organizations: notes on
regulations




EYY / /Iﬂ/nwﬂ/

Vi eavie

== HYDRAULICS

1.1 Decree 231 dated 8 June 2001

Decree 231/2001, on the “Regulation of the administrative responsibility of legal persons, companies
and associations, including those that are not legal persons”, was issued on 8 June 2001, pursuant
to art. 11 of Law 300 dated 29 September 2000, and entered into force on 4 July 2001. The intention
of the legislator was to align domestic regulations on the responsibility of legal persons with the
international conventions signed by lItaly, including the Brussels Convention of 26 June 1995 on
protecting the financial interests of the European Communities, the Convention dated 26 May 1997
(also signed in Brussels) on the fight against corruption involving officials of the European Union or
Member States, and the OECD Convention of 17 December 1997 on the fight against the corruption
of foreign public official in international, economic transactions.

Silencing lively discussion of the doctrine, the legislator overcame the societas delinquere non potest
principle by recognizing in ltalian law the criminal-administrative responsibility of entities, should
certain types of offense be committed in their interests or for their benefit by natural persons with the
power to represent them, or administer or direct their activities, or by natural persons who, de facto
or otherwise, manage and control them (i.e. persons in senior roles), or by natural persons under the
management or supervision of one of the above parties (i.e. persons in subordinate roles).

This new type of responsibility placed on entities is “mixed” in nature, featuring a combination of
criminal and administrative penalties. In particular, pursuant to the Decree, the entity is subject to
administrative penalties for administrative offenses, but the procedure for identifying the offense and
applying penalties is governed by the criminal procedures code, to the extent compatible. Accordingly,
the Public Prosecutor is the authority competent to challenge the offense and Criminal Court Judge
determines the penalty.

The administrative responsibility of entities is separate and independent of that applying to the natural
person who commits the offense, existing even if the perpetrator of the offense cannot be identified
or the offense is “removed” for reasons other than an amnesty. In all cases, the responsibility of the
entity is always additional to, and never instead of, that of the natural person who committed the
offense.

The “subjective” scope of application of the Decree is very broad, covering all entities that are legal
persons, companies, associations including those that are not legal persons, economic public bodies
and the private providers of public services under concession. On the other hand, the regulations do
not apply to the State, territorial public agencies, non-economic public bodies or entities that have
functions of constitutional importance (e.g. political parties and trade unions).

The Decree also contain a clause, founded on the principle of universality applied in Italian law, under
which an entity may be held responsible in Italy for offenses - those envisaged in Decree 231/2001 -
committed abroad. Specifically, pursuant to art. 4 of the Decree, entities with headquarters in the
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territory of the State are responsible for offenses committed abroad in the cases and on the
conditions envisaged in arts. 7 to 10 of the criminal code, if the State in which the fact was committed
does not take action against them.

These rules apply if the offenses concerned were committed abroad in their entirety. The principal of
territoriality established in art. 6 of the criminal code applies to all criminal conduct in part perpetrated
in Italy. Pursuant to that article, the offense is deemed to have been committed in the territory of the
State when the related action or omission, or event consequent to the action or omission, took place
therein, regardless of whether in whole or in part.

Conversely, the Decree does not apply to entities without an establishment in Italy. However, in
this regard and in application of the principle of territoriality, the jurisprudence has repeatedly
confirmed the jurisdiction of the Italian judge with regard to offenses committed in Italy by foreign
entities, affirming that foreign legal persons have a duty to comply with Italian law when they operate
in ltaly, regardless of whether or not their home countries have regulations that govern the same
matters in a similar manner (see, merely by way of example, Milan Investigating Magistrate (GIP),
ord. 13 June 2007 and, more recently, Lucca Court ruling 222 of 31 July 2017, relating to the so-
called Viareggio massacre)

The conditions for application of the regulations contained in Decree 231 can be summarized,
extremely concisely, as follows:

a) inclusion of the entity on the list of those to which the Decree applies;

b) commission of an offense listed in or making reference to the Decree, in the interests or for the
benefit of the entity;

c) commission of the offense by a person with senior or subordinate functions within the entity;

d) if the offense was committed by a person in a senior position: the entity has not adopted or
implemented an organizational model suitable for preventing the commitment of offenses of the
type committed, or the entity has not assigned autonomous powers of action and control to a
supervisory body, or that body has not supervised adequately, or the senior person avoided the
prevention model adopted by the entity in a non-fraudulent manner;

e) If the offense was committed by a person in a subordinate position: commitment of the offense
was made possible by non-compliance with the requirements to manage or supervise, which the
regulator excludes if, prior to commitment of the offense, the entity adopted and implemented
effectively an organization, management and control model suitable for preventing offenses of the
type committed.

" With regard to the abuse of insider information and market manipulation, the legislator has established a specific regulation
contained in art. 180 et seq. of Decree 58 dated 24 February 1998 on the regulation of the financial markets. In particular, with
regard to the scope of application, it is noted that, pursuant to the current version of art. 182, para. 1 of the Consolidated
Finance Law (TUF), «The offenses and unlawful deeds envisaged in this chapter are punished under ltalian law even if
committed abroad, if they relate to financial instruments admitted to trading in a regulated market in Italy or in an Italian
multilateral trading system, or for which a request for admission to trading has been presented».
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In the case of offenses committed by a subordinate person, the existence of each of the above-
mentioned circumstances must be demonstrated by evidence obtained by the Public Prosecutor
(specific burden of proof); conversely, in the case of offenses committed by a senior person, while
the magistrate must still obtain evidence with regard to the conditions referred to in letters a), b) and
c), the existence of the conditions referred to in letter d) is presumed and the entity wishing to be
exempted from responsibility must therefore provide evidence to the contrary (inversion of the burden
of proof).

If the entity is found guilty, the penalties will be particularly heavy, including in terms of importance a
pecuniary administrative penalty (with a maximum of Euro 1,549,370) and preventive penalties
(ranging from a temporary ban on carrying out the activity to permanent exclusion).

With regard to the identified offenses, the scope of application of Decree 231/2001, originally
restricted to the offenses contemplated in arts. 24, 25 and 26, has subsequently been extended by
amendments made to the Decree and by referrals made to its regulations.

Consequent to these extensions, Decree 231/2001 currently applies to the following categories of
offense:

- Improper receipt of payments, fraud to the detriment of the State or a public body or
misappropriation of public funds, IT fraud to the detriment of the State or a public body or a
public body and fraud in public supplies (art. 24 of the Decree);

- Information technology crimes and unlawful data processing (art. 24-bis of the Decree);
- Organized crime (art. 24-ter of the Decree);

- Embezzlement, extortion, undue inducement to give or promise benefits, corruption abuse of
office (art. 25 of the Decree);

- Money counterfeiting, falsification of public credit instruments, official stamps and instruments
or signs of identification (art. 25-bis of the Decree);

- Crimes against industry and commerce (art. 25-bis.1 of the Decree);
- Corporate offenses (art. 25-ter of the Decree);

- Crimes related to terrorism or the creation of civil unrest envisaged by the criminal code and
special laws (art. 25-quater of the Decree);

- Female genital mutilation (art. 25-quater.1 of the Decree);
- Crimes against individuals (art. 25-quinquies of the Decree);
- Market abuse (art. 25-sexies of the Decree);

- Manslaughter or serious or very serious injury in violation of the regulations governing health
and safety in the workplace (art. 25-septies of the Decree);
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- Handling, money laundering and using cash, goods or utilities of unlawful origin, as well as
self - laundering (art. 25-octies of the Decree);

- Offenses concerning the infringement of copyright (art. 25-nonies of the Decree);

- Incitement to withhold information from or make false statements to the judicial authorities
(art. 25-decies of the Decree);

- Environmental offenses (art. 25-undecies of the Decree);

- Employment of foreign citizens without proper residence papers (art. 25-duodecies of the
Decree);

- Racism and xenophobia (art. 25-terdecies of the Decree);

- Fraud in sports competitions, unlawful organization of betting or gaming and gambling via the
use of prohibited equipment (art. 25-quaterdecies of the Decree);

- Tax offenses (art. 25-quinquiesdecies of the Decree);
- Contraband (art. 25-sexiesdecies of the Decree);

- Transnational crimes described in art. 10 of Law 146/2006, ratifying and implementing the
UN Palermo Convention against transnational organized crime;

- Crimes described in art. 12 of Law 9/2013 on “Regulations governing the quality and
transparency of the value chain for virgin olive oils”.

Lastly, art. 26 of the Decree extends the administrative responsibility of entities to attempted
offenses, for which the applicable pecuniary and preventive penalties are reduced by between one
third and one half. Entities are not held responsible, however, if they voluntarily prevent the action or
event from occurring.

1.2 Administrative offenses
Required elements for administrative offenses

The special form of criminal-administrative responsibility envisaged in the Decree arises when a
series of required elements are satisfied simultaneously (elements that must all be present), with the
absence at the same time of certain exonerating elements (which, if present, would absolve the entity
from responsibility).

With regard to the required elements, it is confirmed as stated above that the Decree applies to all
companies or associations, including those that are not legal persons, and to any other entity
that is a legal person (hereinafter, for brevity, the “Entity”), with the exception of the State, territorial
public agencies, non-economic public authorities and entities that have functions of constitutional
importance.
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Having said this, the responsibility attributed to the Entity by the Decree arises if an offense is
committed that:

a) isindicated in the Decree or in laws that make reference to the Decree (hereinafter, for brevity,
the “Offense”)?;

b) was committed wholly or partially in the interests or for the benefit of the Entity (in fact,
pursuant to art. 5, para. 2, of the Decree, the Entity is not responsible of the perpetrator of the
offense acted solely in his/her own interests or those of third parties);

c) was carried out by a natural person:

1)

2)

in a senior position (i.e. a person who represents, administers or manages the Entity or
one of its organizational units having financial and functional independence, or who
performs, even on a de facto basis, the related management and control functions:
hereinafter, for brevity, “Senior Person”); or

subject to the management or supervision of a Senior Person (hereinafter, for brevity,
“Subordinate Person”).

Exonerating elements

Even if all the above conditions are satisfied, the Entity is exonerated from responsibility if:

I) the Offense was committed by a Senior Person and the Entity can demonstrate that:

a)

b)

c)

d)

prior to commitment of the offense, the executive body adopted and implemented effectively
an organization and management model suitable to prevent Offenses of the type committed
(hereinafter, for brevity, the “Model”);

the task of supervising the functioning of and compliance with the Model and ensuring that it
is kept up to date is entrusted to a body with autonomous powers of action and control
(hereinafter, for brevity, the “Supervisory Body” or “SB”).

the perpetrator committed the offense by fraudulent evasion of the Model;

the Supervisory Body did not omit to supervise or did not supervise in an insufficient manner.

II) If the Offense was committed by a Subordinate Person, the Public Prosecutor can show that
commitment of the Offense was made possible by non-compliance with the requirements to
manage or supervise. In all cases, such non-compliance is waived if, prior to commitment of the

2 The Offenses that, at this time, many result in application of the penalties envisaged in the Decree, being those indicated by
macro-category in section 1.1 above, are listed in Annex 4.
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Offense, the Entity adopted and implemented effectively an organization, management and control
model suitable for preventing offenses of the type committed.

Authors of identified offenses

As stated, pursuant to art. 5 of Decree 231/2001, the Entity is responsible for Offenses committed in
its interests or for its benefit:

e «by persons whose functions are to represent, administer or manage the entity or one of its
organizational units having financial and functional independence, or who perform, even on
a de facto basis, the related management and control functions» [persons in senior positions,
see art. 5, para. 1, letter a) of the Decree];

e «by persons subject to management or supervision by one of the persons indicated in letter
a)» [persons in subordinate positions, see art. 5, para. 1, letter b) of the Decree].

The legislation expressly excludes the Entity from responsibility if the persons indicated acted solely
in their own interests or those of third parties (art. 5, para. 2 of the Decree).

Interests of benefit of the Entity

As stated, the Entity is only responsible if certain offenses or contraventions are committed3, in its
interests or for its benefit, by persons having a special relationship with the Entity.

Accordingly, the Entity is not only responsible if the offenses were committed for its benefit, whether
tangible or not, but also - in the absence of a tangible benefit - if the perpetrator committed them in
its interests.

With regard to the meaning of the terms “interests” and “benefit”, the government report
accompanying the Decree considers the former to be subjective, reflecting the wishes of the natural
person who perpetrated the identified offense (who, in other words, must have been motivated to act
unlawfully in pursuit of a specific interest of the Entity), and the latter to be objective, with reference
therefore to the concrete results of the offense committed by the perpetrator (while not directly
pursuing a specific interest of the Entity, the conduct of the perpetrator nevertheless resulted in a
benefit for the latter).

Consequently, based on the above report, investigation of the existence of an interest would require
checks to be made ex ante. Conversely, investigation of the existence of an advantage for the Entity,

3 See also the administrative offenses of abuse of insider information and market manipulation referred to, respectively, in arts.
187-bis and 187-ter of Decree 58/1998, as referred to subsequently in art. 187-quinquies T.U.F.
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even when the natural person did not act in its interests, would require checks to be made ex post, in
order to evaluate the results of the criminal conduct.

If the identified offense was not committed, even partially, in the interests of the Entity, the above
report clarifies that «if the Entity is clearly found to be uninvolved, the judge shall not check whether,
by chance, a benefit was obtained (this therefore represents an exception to para. 1)».

Lastly, note that - as clarified by the jurisprudence on the problematic issue of the compatibility of the
unlawful conduct with the requirements contained in art. 5 of Decree 231/2001 - in the case of event-
driven offenses - such as those envisaged in art. 25-septies of Decree 231/01 - the concepts of
interest and advantage must not be related to the event but rather to the conduct and, therefore, an
advantage must be identified if a cost saving is obtained due to the failure to adopt safety measures
or, more generally, due to prioritizing production requirements over safety needs; similarly, an interest
is deemed to have been pursued if the perpetrator sought to save production costs or to accelerate
the rate of production (see, for example, Court of Cassation, section 1V, 14 June 2016, no. 24697;
Court of Cassation, section IV, 21 January 2016, no. 2544; and earlier, Court of Cassation,
Unified Session, 24 April 2014 - 18 September 2014, no. 38343, Espenhahn et al, relating to the
famed Thyssenkrupp matter).

Applicable penalties

The Decree envisages the following types of penalty for administrative offenses:
a) pecuniary administrative penalties;
b) preventive penalties;
c) publication of the conviction;
d) confiscation.
The above penalties are applied if the Entity is found guilty.

Preventive measures can also be applied as a precautionary measure, although never in combination
with each other, on request by the Public Prosecutor to the Judge, if both the following conditions are
satisfied:

a) serious evidence to suggest that the Entity is responsible for an administrative offense;

b) well-founded and specific elements pointing to the concrete risk that further offenses may be
committed of the same nature as those in relation to which action is being taken.

When ordering precautionary measures to be taken, the Judge takes into account their suitability in
relation to the nature and extent of the protection needed in the specific circumstances. Each
precautionary measure must be proportionate to importance of the facts and the likely penalty to be
applied to the Entity.
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Pecuniary penalties
A pecuniary penalty is always levied in the case of administrative offenses.

This is determined by the Judge using a system based on “quotas”totaling not less than one hundred
and not more than thousand, each with a value ranging from a minimum of Euro 258.23 to a maximum
of Euro 1,549.374.

The Judge determines the number of quotas, having regard for the seriousness of the facts, the
degree of responsibility of the Entity and the work performed to eliminate or mitigate the
consequences of the facts and prevent the commitment of further offenses.

The amount of each quota is fixed with reference to the economic condition and financial strength of
the Entity, in order to ensure that the penalty is effective.

Preventive penalties

Preventive penalties consist of:
a) ban on carrying out the activity5;
b) suspension or revocation of authorizations, licenses or concessions needed to commit the offense;

c) ban on contracting with the Public Administration®, except in order to the provision of a public
service;

d) exclusion from assistance, financing, grants or subsidies and possible revocation of those already
awarded;

e) ban on advertising goods or services.

The preventive penalties are only applied, even in combination, in relation to certain Offenses
expressly envisaged by the Decree, when at least one of the following conditions is satisfied:

a) the Entity has made a substantial profit from the Offense, which was committed by a Senior
Person or a Subordinate Person when, in this latter case, commitment of the offense was caused
by or facilitated by serious organizational weaknesses;

b) repetition of the unlawful deeds.

4 The pecuniary administrative penalty therefore ranges from a minimum of Euro 25,823 to a maximum of Euro 1,549,370,
except for those corporate crimes for which the pecuniary penalties must be doubled pursuant to art. 39, para. 5 of Law
262/2005 (the Savings Law).

® The ban on carrying out an activity involves the suspension or revocation of authorizations, licenses or concessions needed
for that purpose.

6 The ban on contracting with the Public Administration may also be limited to certain types of contract or certain Administrations.
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Even when one or both of the above conditions are satisfied, the preventive penalties are not
applicable if even just one of the following circumstances apply:

a) the perpetrator committed the offense mainly in his/her own interests or those of third parties
and the Entity did not obtain any advantage or only a negligible advantage; or

b) the financial loss caused was extremely modest; or

c) prior to the start of proceedings in the court of first instance, all the following conditions are
satisfied (hereinafter, Conditions for impeding the application of a preventive penalty):

1) the Entity has compensated in full for the loss caused and has eliminated the harmful or
dangerous consequences of the offense or, in any case, has taken effective steps in this
direction;

2) the Entity has eliminated the organizational weaknesses that led to commitment of the offense
by adopting and implementing a Model suitable to prevent offenses of the type committed;

3) the Entity has made the unlawful profit available for confiscation.

Publication of the conviction

Publication of the conviction consists in its publication just once, either in the form of an excerpt or in
its entirety, by the registry office of the Judge, at the expense of the Entity, in one or more newspapers
specified by the Judge in the sentence, and in posting a notice in the municipality in which the Entity
has its headquarters.

Publication of the conviction may be ordered when a preventive penalty is imposed on the Entity.
Confiscation

Confiscation consists in the forced acquisition by the State of the price or profit from the Offense,
except for the part that may be returned to the party suffering the loss and, in all cases, without
prejudice to the rights acquired by third parties in good faith; when confiscation in kind is not possible,

this may take the form of sums of money, goods or other benefits of equivalent value to the price or
profit from the Offense.
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1.3 Responsibility following changes made to the Entity
The Decree covers the responsibility of the Entity following transformation, merger, break-up or disposal.

In the case of transformation, the Entity remains responsible for the offenses committed prior to the
effective date of the transformation. The new Entity will therefore be the recipient of the penalties
applicable to the original Entity for offenses committed prior to the transformation.

In the case of merger, including absorption, the Entity resulting from the merger is liable for the
offenses committed by the entities participating in the merger. If the merger is completed prior to the
ruling on the responsibility of the Entity, the judge must determine the pecuniary penalty with
reference to the economic conditions of the original Entity and not that resulting from the merger.

In the case of partial break-ups, the Entity broken up remains responsible for the offenses committed
prior to the effective date of the break-up. The Entities benefiting from the break-up, whether total or
partial, are jointly liable for payment of the pecuniary penalties inflicted on the Entity broken up that
were committed prior to the effective date of the break-up, up to the actual value of the equity
contributed to each Entity, except in the case of the Entity to which the line of business that committed
the Offense was contributed, in whole or in part.

The preventive penalties apply to the Entity (or Entities) in possession, in whole or in part, of the line
of business that committed the Offense. If the break-up is completed prior to the ruling on the
responsibility of the Entity, the judge must determine the pecuniary penalty with reference to the
economic conditions and financial strength of the original Entity responsible and not that resulting
from the merger.

In the case of the sale or contribution of the business that committed the Offense, the buyer (or
recipient) is jointly liable for payment of the pecuniary penalty, following enforced collection from the
seller, up to the value of the business. The liability of the buyer (or recipient) is limited to the pecuniary
penalties reported in the legal accounting books or, in any case, those due for the administrative
offenses about which it knew.
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1.4 Organization, Management and Control Model: “exemption” in the event of an offense

The Decree - art. 6, para. 1 - introduces a specific form of exemption from responsibility if the
Entity is able to show that:

a) prior to commitment of the offense, the executive body adopted and implemented organization
and management models suitable to prevent offenses of the type committed;

b) it has assigned to an internal body with independent powers of action and control the task of
supervising the operation of and compliance with the models, and keeping them up to date;

c) the persons who committed the offense acted by fraudulently eluding the above organization and
management models;

d) the Supervisory Body referred to in letter b) did not omit to supervise or did not supervise in an
insufficient manner.

The Decree - art. 6, para. 2 - also envisages that, in relation to the extent of the delegated powers
and the risk of committing offenses, the organization, management and control models must satisfy
the following requirements:

1) identify the areas at risk of committing the offenses envisaged in the Decree;

2) provide specific protocols for planning and implementing the decisions of the Entity regarding
the offenses to be prevented;

3) identify methods for managing financial resources suitable for preventing the commitment of
such offenses;

4) require reports from the body assigned to supervise the functioning of and compliance with the
Model;

5) configure an appropriate internal disciplinary system to punish the failure to comply with the
measures indicated in the Model.

In addition, Legislative Decree no. 24 of 10 March 2023, in "Implementation of Directive (EU)
2019/1937 of the European Parliament and of the Council of 23 October 2019 on the Protection of
Persons Reporting Breaches of Union Law and on the Provisions Concerning the Protection of
Persons Reporting Breaches of National Law Provisions", amended art. 6, paragraph 2-bis of
Legislative Decree no. 231/2001, pursuant to which: “The models referred to in letter a) of paragraph
1 provide for, pursuant to the legislative decree implementing Directive (EU) 2019/1937 of the
European Parliament and of the Council of 23 October 2019, the internal reporting channels, the
prohibition of retaliation and the disciplinary system, adopted pursuant to paragraph 2, letter e)”.

Specifically, article 4, paragraph 1, of Legislative Decree no. 24/2023 provides that: "Subjects in the
private sector, having heard the representations or trade union organisations referred to in article 51
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of Legislative Decree no. 81 of 2015, shall activate, pursuant to this Article, their own reporting
channels, which guarantee, also through the use of encryption tools, the confidentiality of the identity
of the reporting person, of the person involved and of the person in any case mentioned in the report,
as well as the content of the report and the related documentation. The organisation and management
models, referred to in Article 6, paragraph 1, letter a), of Legislative Decree no. 231 of 2001, provide
for the internal reporting channels referred to in this Decree”.

The Decree - art. 6, para. 3 - Decree envisages that the organization, management and control
models may be adopted, guaranteeing the above requirements, on the basis of codes of conduct (for
example, Guidelines) prepared by representative sector associations, communicated to the Ministry
of Justice which, in liaison with the competent Ministries, can (within 30 days) issue observations on
their suitability for the prevention of offenses.

In the case of subordinate persons, the Entity is only held responsible for the Offense was made
possible by non-compliance with the requirements to manage or supervise, which is in all cases
excluded if, prior to commitment of the offense, the Entity adopted and implemented effectively an
organization, management and control model suitable for preventing offenses of the type committed”.

Lastly, it is envisaged that the functions of the supervisory body may be carried out:

e directly by the executive body in the case of small Entities;
e by the Board of Statutory Auditors, the Supervisory Board or the Management Control Committee
in the case of joint stock companies?.

1.5 Guidelines issued by sector associations

In application of the Decree, the various sector associations have prepared specific Guidelines for
developing the Model. In particular, in March 2002, Confindustria approved its own “Guidelines for
developing organization, management and control models pursuant to Decree 231/2001”,
which were updated on 31 March 2008 and, again, in March 2014.

The above Guidelines establish that the principal phases in the system for the prevention of 231 risks
should include:

- identification of potential risks: i.e. analysis of the business context to highlight where (in which
arealactivity sector) and how events might occur that are prejudicial to the goals indicated in
Decree 231/2001;

7 See the combined provisions of paras. 1 and 2 of art. 7 of the Decree.
8 See art. 6, paras. 4 and 4-bis of the Decree.
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- design of the control system (protocols for planning and implementing the decisions of the
Entity): i.e. evaluation of the existing system used by the Entity for the prevention of offenses and
consequent updates, as necessary, in order to counter effectively (reduce to an acceptable level)
the risks identified.

Of course, differences with respect to specific points in the various Guidelines do not automatically
invalidate the Model. In fact, the Model adopted must be developed with reference to the specific
situation found at the Entity and, therefore, may well differ from the Guidelines that, by their nature,
are generic.

The principal components of the control system identifiable from the sector Guidelines are:

e Code of Ethics and Conduct;

e organization that is sufficiently updated, formalized and clear;
e manual and IT procedures (IT systems);

e powers of authorization and signature;

¢ integrated control systems;

e communication to and training of personnel.

The components of the control system must be aligned with the following principles:

e assessability, documentability, coherence and congruence of each operation;

e application of the principle of the separation of functions (e.g. no one shall be allowed to manage
an entire process independently);

e documentation of checks;

e provision of an adequate system of penalties to contrast violations of the terms of the Code of
Ethics and the procedures specified by the Model;

e identification of requirements for the Supervisory Body, which can be summarized as follows:

autonomy and independence;
professionalism;

continuity of action;

obligations to report on the work performed.

1.6 Legal developments

When preparing the Model, |. M.M. Hydraulics S.p.A. took into consideration the jurisprudence formed
in relation to the subject matter.

In particular, while the initial rulings on the administrative responsibility of Entities pursuant to Decree
231/2001 did not consider the adequacy of the control systems adopted, subsequent jurisprudence
has checked its adequacy, the timing of adoption and the suitability of the Model with respect to the
needs and characteristics of the Entities concerned (Milan Court, Criminal Section 1V, 4 February
2013, no. 13976; Court of Cassation, Criminal Section V, no. 4677/2014).

20




MM

HYDRAULICS

Despite the variety of the various decisions issued, certain constant references emerge in relation to
checking the adequacy of the Model adopted, namely the reference to the criminal conduct in relation
to which action is being taken, to the organizational structure, to the dimensions, to the type of
business, and to the history, including the legal history, of the company involved in the proceedings.

More specifically, the Judges have assessed:

(i) the effective autonomy and independence of the Supervisory Body,

(ii) analytical precision and comprehensiveness in the identification of areas at risk,

(iii) the provision of specific protocols for planning and implementing the decisions of the Entity
in relation to the offenses to be prevented,

(iv) the reporting requirements placed on the body assigned to supervise the functioning of and
compliance with the model,

(v) the introduction of a disciplinary system capable of punishing failure to comply with the
specified measures.

Accordingly, I.M.M. Hydraulics S.p.A. has prepared the Model in the light of the orientation

consolidated over time and the most recent jurisprudence, having regard for the principles established
therein.
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21 L.M.M. Hydraulics S.p.A.

I.M.M. Hydraulics S.p.A. is one of the main world manufacturers of hydraulic connection systems:
high pressure hoses e fittings. I.M.M. has become part of Interpump Group since 2014, the world’s
leader of the hydraulic power transmission sector.

Founded in 1987 in Casoli (Chieti-ltaly), nowadays I.M.M. is a main industrial player with presence
in more than 80 countries and with 4 manufacturing plants, of which 3 in Italy and a plant in Romania.

In particular, I.M.M. Group owns the following manufacturing plants and distribution warehouses;

o manufacturing plant of flexible reinforced steel hoses for high and very high-pressure
hydraulics on a flexible core with diameters from 3/16 “to 1”: ATESSA (CH) Via L’Aquila 8/10,
Italy;

e  manufacturing plant of high pressure fittings and adapters for all required sizes: ATESSA (CH)
Via ltalia 49/51, Italy;

o manufacturing plan of flexible reinforced steel hoses for high and very high pressure hydraulics
on a flexible core with diameters from 1” to 4” and production plant for fittings made up of
transfer machines: ASCOLI SATRIANO (FG) Zona Industriale, Italy;

e manufacturing plant of flexible reinforced steel hoses for high and very high-pressure
hydraulics on a flexible core with diameters from 3/16 “to 1”: CLUJ-NAPOCA, Romania;

e  distribution and assembly warehouse of hoses: Schio (VI) e Atessa (CH), Italy;

e  distribution warehouse in Germany near Cologne;

o distribution and assembly warehouse of hoses in France close to Strasbourg;

o distribution and assembly warehouse of hoses in Birmingham (UK);

e  distribution and assembly warehouse of hoses in Genoa (ltaly)

e  coating plant for metal surfaces and galvanic processes in Atessa (CH), Italy;

e aplant for developing and manufacturing rubber mixtures in Monteprandone (AP), Italy.

I.M.M. Group sales are mainly abroad, with only a 20% in ltaly. The relevant geographic-area is
Western — Europe where sales are 80% of the totalThe mission of I.M.M. Hydraulics S.p.A. is to
pursue excellence in its operations through the application of innovation and quality. Innovation is a
permanent goal of I.M.M. collaborators and is the result of constant, scientific, and detailed research
carried out into materials, techniques and products with the aid of the most sophisticated and
advanced equipment.

Quality permeates all activities of I.M.M. Hydraulics S.p.A.; starting conditions for quality are the
meticulous, methodical and constant control and verification of each phase of the life of the company,
in each step of the production process, from the purchase of raw materials through to the completion
of the finished product. The quality of Interpump is the fruit of a culture that is shared and disseminated
throughout the company and reflected in the manufacture of efficient products that are easy and
intuitive to use, guaranteed, able to meet the very latest requirements in their sector and limit
consumption in utmost respect for their users and the environment.
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Sensitive to the need to disseminate and consolidate the culture of transparency and integrity, and
aware of the importance of ensuring propriety in the conduct of its business and company activities,
in order to protect its position and corporate image and defend the expectations of its shareholders
and contractual counterparts, |.M.M. Hydraulics S.p.A. adopts the Organization, management and
control model envisaged by the Decree, establishing the related reference principles.

2.1.1 Goals and key points of the Model

As noted, the adoption of an Organization and Management Model is not mandatory pursuant to the
Decree®.

Not least, by adopting and implementing the Model effectively, I.M.M. Hydraulics S.p.A. seeks to
enhance the awareness of all those who work in the name of and/or on behalf of the Company, to
ensure that in the execution of their activities they adhere to correct and honest forms of conduct in
order to eliminate the risk of committing the Offenses identified in the Decree.

The Model was prepared with reference to the requirements of the Decree and the Guidelines issued
by Confindustria. As stated above, preparation of the Model also took account of the most significant
jurisprudence to date on the subject of criminal-administrative responsibility.

The primary goal of the Model is to configure a structured and organic system of procedures and
control activities aimed at preventing, as far as possible, conduct liable to lead to the offenses
envisaged in the Decree.

The identification of activities exposed to the risk of committing offenses (hereinafter, “sensitive
activities”) and their consequent proceduralization, reflects the following objectives:

e on the one hand, ensure the full awareness of all those working in the name of and on behalf of
I.M.M. Hydraulics S.p.A., that they might commit a punishable offense that is strongly
condemned by the Company, since such offenses always conflict with its interests, even when
an immediate economic benefit may be apparent;

e on the other hand, due to the constant monitoring of activities, enable timely action to be taken
in order to prevent or oppose commitment of the offenses concerned.

In addition to the above principles, other key points of the Model include:

® The Decree states that the Model is optional and not mandatory. However, the adoption and effective implementation of the
Model is a requirement for listing and remaining listed in the STAR segment of the stock market managed by Borsa ltaliana.
The adoption of an Organization and Control Model pursuant to Decree 231 is also envisaged in the Code of Self-Regulation
for listed companies. Additionally, with reference to adoption of the Model, Milan Court ruling no. 1774/2008 stated that,
«Failure to prepare an adequate organizational model pursuant to Decree 231/2001 results in the civil liability of the directors
towards the company for bad management (art. 2392 of the ltalian Civil Code) ».
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e the mapping of high-risk activities, i.e. those in the context of which the commitment of offenses
envisaged in the Decree appears more probable, i.e. so-called “sensitive activities”;

e assignment to the Supervisory Body of specific duties of supervision over the effectiveness and
correct operation of the Model;

e checking and documentation of each significant operation;

e the application and compliance with the principle of separation of functions, on the basis of which
no one shall be allowed to manage an entire process independently;

e the assignment of powers consistent with the related organizational responsibilities;

e ex post verification of business conduct and the operation of the Model, with consequent periodic
updating;

e the dissemination to and involvement of all company levels in the implementation of company
rules of conduct, procedures and policies.

2.1.2 Structure of the Model: General Part and Special Part
The Model is subdivided into the following parts:

e General Part, which contains the key points of the Model and deals with the operation of the
Supervisory Body and the penalties system, with reference also to the Code of Ethics;

e  Special Part, which contains the sensitive activities identified in relation to the various types of
risk envisaged in the Decree, which — following the Risk Self-Assessment carried out on the
principal business processes — are considered most significant based on the type of business
carried out by the Company.

2.1.3 Approval of the Model

The Organization and Control Model has been adopted by resolution of the Board of Directors of
I.M.M. Hydraulics S.p.A.

2.1.4 Amendments and updating of the Model

As specified in the Decree, the Model is “a deed issued by the executive body”'%. Consequently, the
Board of Directors of I.M.M. Hydraulics S.p.A.is responsible for all subsequent amendments and
substantial additions.

However, on a general level, the Interpump Group Internal Audit, Risk & Compliance Department - after
notification to the Supervisory Body - is entitled to make any necessary modifications and/or additions
of a formal nature to the text of the Model.

© Art. 6, para. 1, letter a) of the Decree.
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2.2 Methodological approach to the Model

The methodological approach adopted for preparing and implementing the Organization and
Management Model pursuant to Decree 231/2001 envisages the following phases:

e identification of areas potentially exposed to the risk of committing offenses;

e risk assessment of the processes in the areas of risk identified, with a description of any issues
identified;

e identification of solutions and actions aimed at overcoming or mitigating the issues identified;

e adaptation and documentation of the organizational procedures in the areas identified and
potentially at risk, containing binding instructions for the reasonable prevention of offenses
envisaged in the Decree;

e  preparation of the Code of Ethics;

e  preparation of a disciplinary system to punish non-compliance with the measures indicated in
the Model;

e  preparation of the statute and regulations of the Supervisory Body;

e  preparation of the plan for communicating the Model and related training.

2.2.1 Risk assessment method

Effective execution of the project and the need to adopt criteria that are objective, transparent and
traceable for the construction of the Organizational Model required the use of adequate and integrated
methods and tools.

The activity carried out was characterized by compliance with the Decree and the other standards and
regulations applicable to the Company and, in relation to unregulated aspects, by compliance with:

e the Guidelines issued by Confindustria on “organization and management” models;
e  best practices in relation to controls (C.0.S.0. Report; Federal Sentencing Guidelines).

The preliminary assessment covered those processes and corporate functions that, based on the
results of the preliminary risk assessment, were identified as most exposed to the risk of committing
the offenses envisaged in the Decree and the regulations that make reference to it, including for
example:

e the business functions that routinely maintain significant relations with Italian, foreign, or supra-
national public administrations;

e the corporate processes and functions, important in the administrative and financial areas, that
are most exposed to risk including those explicitly referred to in the regulations.

With regard to the method for identifying the control processes and systems for the prevention of
irregularities, the approach adopted was based on an assessment model comprising eight
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components developed with reference to international best practices, with an essential contribution
from the US Federal Sentencing Guidelines and the resulting compliance programs.

Among other considerations, the position paper on the Decree issued by the Italian Association of
Internal Auditors identifies these guidelines as the most authoritative reference for the assessment of
corporate responsibility, and they were explicitly taken into consideration by the ltalian legislator, as
stated in the government report accompanying the Decree.

Specifically, the assessment model adopted has the following components:

Governance

Examination of the methods adopted for
assigning duties to the bodies involved in
managing the internal control systems.

Communication

Examination of the system of internal
communications about the elements of the
Model and, specifically, the adequacy of the
content, the channels utilized, the frequency of
communications, differentiation by level,
function and degree of risk, and the
understandability of the language used.

Human resources

Examination of the practices and procedures
followed for the management of human
resources and the principal aspects of
employment relationships; assessment of
other aspects key to the prevention of
offenses, such as the various incentive and
penalty systems envisaged by law, including
the dismissal of personnel.

Information

Examination of the characteristics and methods
adopted for generating, accessing and reporting
information to management for the effective

Code of Ethics and operating procedures

Examination of the organizational systems
adopted to check compatibility with the results of
the risk assessment process, rules and
regulations, the current organizational structure,
and the methods adopted for managing
company processes and human resources.

Training

Examination of the practices and procedures
followed to train personnel in application of the
Model, covering the general and specific
programs developed, or to be developed, for
personnel operating in the areas exposed to
risk.

Control

Examination of the practices and procedures
followed in order to control and monitor the
performance of the various elements of the
Model; accordingly, examination of the
adequacy of the control processes covering the
areas and operations at risk, considering any
warning signs (red flags), anomalies (process
audits), routine checks (performance audits)
and the adequacy of the Model (compliance
programs or audits of the Model).

Violations
Analysis of the characteristics and methods
adopted to carry out audit activities and/or

internal and external investigations, in order to
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assess their effectiveness in terms of the
professional and/or qualitative standards
achieved and their impact in terms of updating
the internal control and corporate governance
systems.

activities at risk, the existence of preferential
communications channels for the reporting of
operations exposed to risk by third parties and
company personnel (help line), the timely
reporting of changes in risk profiles (e.g. new
legislation, acquisition of new activities, violations
of the internal control system, access and
inspections by supervisory bodies, etc.), and the
proper registration and reporting of the above
events, together with the related actions
implemented subsequently and the result of the
checks carried out.

2.2.2 Operating phases

The methodological approach adopted was developed through a series of operational phases.

The start of these activities included the prior acquisition of data and information concerning the
organizational system of the Company and the operative processes, useful in relation to detailed
planning of individual phases.

In particular, the work involved the following phases, which are described in greater detail below:

° Planning;

° Diagnosis;

e Design;

e  Preparation;

e Implementation.

Phase 1: Planning

This phase consisted in collecting documentation and retrieving information about the activities and
organizational system of the Company.

Merely by way of example, this information covered:
e  Company business sectors;
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e the nature of relations and activities (e.g. commercial, financial, regulatory control, representation,
collective bargaining etc.) involving ltalian and foreign public administrations;

e any presumed irregularities that occurred in the past (incident analysis);

e the internal regulatory and procedural framework (e.g. function mandates, decision-making
processes, operational procedures, protocols, etc.);

e documentation about service orders, internal communications and all other documentary
evidence useful for a better understanding of the activities carried out by the Company and its
organizational structure.

The information was collected via documentary analysis, interviews with and questionnaires
completed by the heads of the various business functions/divisions and any personnel whose
involvement was considered useful given their specific skills.

The above information is essential for the start of risk assessment activities.
Phase 2: Diagnosis

This stage was characterized by completion of the risk assessment analysis started in the previous
planning stage, in order to:

e perform an analysis of the business functions/activities that are exposed to risk of committing
offenses identified in Decree 231/2001;

e analyze the organization and control system overall, with special regard to the following
elements:

. Leadership & Governance of the Company;

= Standards of conduct;

. Information, internal reporting & Communications;
. Training & Development;

= Assessment of performance;

. Internal control and monitoring;

. Response of the Model to violations.
Concisely, the analysis and evaluation of the foregoing components is based on:

e assessment of the adequacy of the organization and control system, considering the following
criteria:

= system formalization;

= clear definition of the responsibilities assigned and the reporting hierarchy;
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= cross-checking between functions;

= consistency of the activities actually performed with those envisaged in the missions and
responsibilities described in the organization chart;

verification of the existence of protocols and formal procedures for the activities performed in the
areas potentially at risk, taking account of the investigation and preparatory phases carried out
prior to making business decisions;

verification of the existence of authorization and signatory powers consistent with the
organizational and managerial responsibilities assigned and/or actually exercised. The
assessment was carried out by examining the powers of attorney and internal operational
mandates granted,;

verification, for individual activities potentially at risk of offenses, of the existence of protocols,
procedures, and rules of conduct, and identification of the improvements required for greater
compliance with principles expressed in Decree 231/2001;

verification of the adequacy of the disciplinary system in force to punish any violations of the
principles and instructions designed to prevent committed of the identified offenses by employees
of the Company - whether executives or not - and its directors and external consultants;

verification of the existence of forms of communication and training for personnel, considering
that initiatives designed to implement Decree 231/2001 must be planned and directed towards
communication of the Organization and Control Model.

A summary document was prepared at the end of this phase containing:

a “map” of potential risks pursuant to Decree 231/2001 relevant to the Company and the
business functions concerned;

the departments and business functions that perform activities potentially exposed to the
offenses identified in Decree 231/2001;

the responsibility centers for each of the above business activities;

the business activities found to be theoretically and potentially more exposed to offenses
identified in Decree 231/2001;

the types of offense theoretically associated with the activities carried out;

the potential impact (economic, reputation, operational, etc.) of the risk on the Company and the
theoretical probability of commitment of the offense.

The results obtained from the foregoing analysis comprised the basis for the design of the
Organization and Control Model, as specified below.

Phase 3: Design
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This phase consisted in performance of the As-Is analysis on existing protocols, procedures, and/or
control tools, in order to check the reasonable effectiveness of existing controls for the prevention of
irregularities. This activity was based on an understanding of how well the procedures for the business
activities exposed to risk are documented, and the level of awareness, application, communication,
updating and control of any procedures and protocols that monitor such activities.

More specifically and in line with the results of mapping the areas at risk, this phase concerned:

e the identification/verification of existing protocols, operational procedures and/or control tools for
each area potentially at risk, with specific reference to issues and weaknesses in existing control
systems, with a view to the reasonable prevention of the risks identified in the Decree;

e the formulation of recommendations, suggestions and guidelines on the additions and
improvements to be made for the management of issues in a reasonable manner.

Consistent with the methodological criteria identified above, the above verification work included a
preliminary request for the structures involved to carry out a self-analysis of the potential areas of risk
related to their own activities, and verification of the existing procedures and internal protocols in the
areas identified. Meetings were held for this purpose with the structures involved, during which
suitable clarification was given about various aspects of the regulations concerned.

Planning of the work to strengthen the elements comprising the Organization and Control Model
focused, in particular, on:

e the Code of Ethics, the disciplinary system and training;

e the activities assigned to the Supervisory Body.

In particular, the planning of the reporting system allows the Supervisory Body to receive information
and updates about the status of activities potentially exposed to risk.

Phase 4: Preparation

This phase results in creation of the Organization and Control Model by preparing and/or adapting
the component organizational tools considered most suitable to maximize the effectiveness of the
action taken to prevent offenses, such as:

e  preparation and revision of protocols/procedures for the areas/activities potentially exposed to risk;

e preparation of the Code of ethics and, therefore, ethical principles for the areas/activities
potentially exposed to risk;

e  preparation of the internal disciplinary system, calibrated to reflect the seriousness of violations;
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e definition of the powers, duties and responsibilities of the Supervisory Body and its relations with
the business structures;

e planning of initiatives concerning communications, ethics training and the prevention of offenses.
Phase 5: Implementation
In this phase, the activities carried out were designed to make the overall Model operational via:

e formal adoption upon approval by the Board of Directors;

e the definitive implementation and communication of the component elements of the Model: Code
of ethics, operational procedures, control system, communications and training plan, disciplinary
system.

Clearly, the initial and ongoing activities of the Supervisory Body in relation to the Organization and
Control Model will be to identify criteria for:

e the conduct of periodic checks on the Model and its component elements;

e updating the “map” of the areas exposed to the risk of offenses and identifying the actions
necessary to ensure the effectiveness of the Model in preventing over time the commitment of
offenses;

e reporting information to company bodies for the modification or addition of key components of
the Model.

2.3 Comparison of the Model with the Code of Ethics

The Model responds to the need to prevent, as far as possible, commitment of the offenses envisaged
by the Decree through the creation of specific rules of conduct.

This highlights a difference with respect to the Code of Ethics, which is a much broader tool to promote
“corporate ethics”, although without imposing any specific procedures.

However, given the contents of the Confindustria Guidelines, the Model and the Code of Ethics are
actually closely integrated in order to create a corpus of internal regulations that promote a culture of
corporate ethics and transparency.

The conduct of employees, collaborators of all kinds, directors and persons who, on a de facto basis or
otherwise, manage and control a Group company or act in the name and/or on behalf of a Group
company (“Collaborators”), consultants, vendors and other third parties including customers that
maintain relations with companies in the Interpump Group (“Third Parties”) must comply with the
general and specific rules of conduct envisaged in the Model and the Code of Ethics (see “Annex 17).
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24 Recipients of the Model

The rules contained in the Model apply to those who perform, on a de facto basis or otherwise,
management, administration, direction or control functions in [.M.M. Hydraulics S.p.A., as well as to
employees, collaborators and to those who, although not belonging to the Company, operate under
mandates from the Company or are otherwise attached to it. In particular, the Recipients of the Model
comprise:

o the Board of Directors and all those whose functions are to represent, administer or manage
the Company or one of its organizational units having financial and functional independence,
or who perform, on a de facto basis or otherwise, related management and control functions;

o all those who are directly employed by the Company;

o allthose who are collaborate with the Company in a coordinated and continuous manner (e.g.
apprentices, etc.);

o all those who operate under mandates or on behalf of the Company in the performance of
sensitive activities, such as consultants.

I.M.M. Hydraulics S.p.A. communicates the content of this Model in suitable ways that ensure all
Collaborators are fully aware of it.

The parties to whom the Model is addressed are required to comply strictly with all its provisions, not
least in compliance with the duties of loyalty, propriety and diligence that derive from their legal
relations with the Company.

I.M.M. condemns any conduct that does not comply with the law, the provisions of the Model and the
Code of Ethics, even when such conduct is in the interests of the Company or secures an advantage
for the Company.

2.5 Organization and Control Models within Groups

Decree 231 does not expressly address the responsibilities of entities that belong to a group of
companies.

Nevertheless, the criminal jurisprudence on the subject of responsibility for offenses and groups of
companies is building a consensus that «in terms of responsibility for offenses [...] the parent (or
holding) company or other group companies may be deemed liable pursuant to Decree 231/2001 for
offenses committed in the course of the activities of a group subsidiary, on condition the persons
committing the identified offense include at least one natural person acting on behalf of the parent
[...] while generic references to the group or the “interests of the group” are insufficient (see for
example the Court of Cassation, Criminal Section I, 27.09.2016-09.12.2016, no. 52316; and, with
regard to the relevant jurisprudence, Lucca Court, 31.01.2017-31.07.2017, no. 222, which stated that
«There is no doubt [...] that the regulations specified in Decree 231/01 also apply to the parent
company. But, it must be emphasized, only on certain preconditions, which can be summarized [...]
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as follows “the parent company may be held liable pursuant to Decree 231/2001 for an offense
committed in the course of the activities of a subsidiary, on condition that the perpetrators included
at least one natural person acting on behalf of the “holding” and in pursuit of its interests”»).

The Confindustria Guidelines also address the subject of responsibility for offenses committed within
groups of companies.

On this point, the March 2014 Confindustria Guidelines start from the premise that, under Italian law,
the concept of “group” is considered solely in economic terms, ignoring the legal aspect, and
excluding in line with the jurisprudence that a group can be attributed direct responsibility, given that
the parties indicated in art. 1 of Decree 231/2001 do not include groups.

Conversely, the Confindustria document states that the entities comprising a group may be held liable
for offenses committed in the course of their business activities and, in that light, the problem is to
identify the circumstances in which other companies, including in particular the parent company, can be
held liable for offenses committed in the course of the activities of a fellow group company.

Having excluded any requirement for the top management of the parent company to guarantee that
no offenses will be committed in the course of the activities of its subsidiaries, the parent company
may still be held liable for such offenses if:

¢ the offense was committed for the direct and immediate benefit of, or in the interests
of both the parent company and the subsidiary;

e natural persons functionally linked with the parent company participated in the
commitment of the offense, making a significant causal contribution (Court of
Cassation, Vth Criminal Section, Sent. no. 24583/2011) that is demonstrated in a
specific and concrete manner.

For example, this would apply in the case of:

e criminally improper instructions, if the essential aspects of the criminal conduct of the
participants can be traced with sufficient clarity to the program of action established by senior
management;

¢ interlocking directorates governing both the parent and the subsidiary: this increases the risk
of propagating responsibility throughout the group, since companies might only be deemed
separate entities from a formal standpoint, with the accumulation of appointments potentially
confirming claims that the top managers of several group companies contributed to
committing the identified offense.

The Confindustria Guidelines further clarify that each group company, being individually subject to the
requirements of Decree 231, must independently prepare and update its own Organization and Control
Model, although that activity may be carried out with reference to instructions and methodologies
specified by the parent company, having regard for the organization and operations of the group. This
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coordination must not, however, restrict the autonomy of subsidiaries when it comes to adopting the
Model.

The Confindustria document also establishes that the adoption of an independent model by each
group company has two fundamental consequences:

o development of a Model that is truly appropriate for the organizational reality found at each
company. In fact, only the company concerned can precisely and effectively recognize and
manage the risk of committing criminal offenses, which is essential for the model to be
deemed effective pursuant to art. 6 of Decree 231;

e confirmation of the autonomy of the individual operating unit within the group, with a resulting
reduction of the risk that responsibility might be attributed to the parent company.

The parent company - continues the above document - may indicate a structure for the code of conduct,
as well as common principles for the disciplinary system and implementation protocols. However, these
components of the Model must be implemented independently by the individual group companies and
adapted to their individual circumstances, with - where appropriate - the adoption of standards of ethics
and conduct based on the specific business of the company and the particular offenses to which it is
exposed.

It is also advisable that the Organization and Control Model of the parent company take account of
the integrated processes involving several group companies and those activities that generate a
common result (e.g. consolidated financial statements) and that agreed centralized procedures and
harmonized protocols be defined.

In this regard, it is important:

e on the one hand, that these procedures are based on the principles of transparency and
proper accounting and respect the management powers delegated to the main boards of
subsidiaries, as well as their operational and financial autonomy;

e on the other, that the procedures and protocols adopted by each company are consistent
with the principles specified by the parent company, in order to guarantee appropriate
coordination, not least regarding the system of controls over activities deemed to be at risk.

2.6 Principles established by Interpump Group for compliance with Decree 231/2001 by
Italian and foreign subsidiaries.

Interpump Group S.p.A. directly or indirectly controls the companies within the Group and, accordingly,
considers it necessary to summarize here the principles and rules that apply to all Italian and foreign
companies.
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Interpump Group S.p.A. requires all direct and indirect subsidiaries to align their organization and
management models with the principles set out below, while exercising their autonomy when
determining the exact content of such models.

Interpump Group S.p.A. requires all subsidiaries to adopt a system of organization that guarantees:

monitoring and traceability of cash flows;

constant supervision of the processes adopted for preparing the statutory and
consolidated financial statements, ensuring their accuracy and transparency;
proper management and constant monitoring of the processes adopted for personnel
selection, hiring and appraisal,

proper management and constant monitoring of the activities associated with gifts,
donations and entertaining expenses;

proper allocation of powers and segregation of duties in the management of each
business process;

disciplinary action for failure to comply with the conduct required;

proper management of reports received;

traceability of processes and the filing of documentation;

compliance with locally-applicable regulations and the rules established at Group
level, if more demanding.

Each Group company must all agree to and comply with the contents of the Group’s Code of ethics.

3 The Supervisory Body
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In order to exonerate an Entity from criminal-administrative responsibility, the Decree establishes,
among other conditions, that the task of supervising the functioning of and compliance with the Model
and updating it must be assigned to a corporate body with independent powers of action and control.

3.1 Identification of the internal Supervisory Body

Pursuant to the Decree, the body assigned this task is identified by the Board of Directors and
comprises persons who satisfy the requirements of autonomy, honorability, independence,
professionalism and continuity of service needed to carry out the function. The members of the
Supervisory Body (hereinafter also referred to as the “SB”) must not have any incompatibilities or
conflicts of interest caused by significant ownership interests or family ties with the Company, top
management and other senior decision makers.

When identifying the members of the Supervisory Body, the Chairman of the Board of Directors and
the President of the Board of Statutory Auditors jointly certify the compatibility, independent and

autonomy of the persons concerned.

3.2 Functions and powers

The Supervisory Body is responsible for monitoring:

- compliance with the Model: i.e. exerting supervision to ensure that the conduct adopted within
the Company complies with that required by the Model;

- effectiveness of the Model: i.e. checking that the Model is suitable in practice for preventing offenses
envisaged in the Degree and subsequent regulations altering the scope of its application;

- need for/appropriateness of updating the Model to take account of legislative, environmental and
organizational changes.

On a more practical level, the Supervisory Body is assigned the following tasks:

e  periodic checking of the mapping of areas at risk of offenses (“sensitive areas”) in order to reflect
any changes in the activities and/or organization. To this end, management and persons
responsible for the controls over individual functions must report to the Supervisory Body all
situations that might expose the Company to the risk of committing the identified offenses. All
communications must be made exclusively in written form;

e  periodically make checks, using external professionals or otherwise, to ensure compliance with the
ethical principles and the Model and, especially, that the specified procedures, protocols and controls
have been implemented and documented appropriately. Given that primary responsibility for the
control activities is assigned to operational management, as an integral part of each business process
(“line controls™), the importance of structured personnel training is evident;
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e check the adequacy and effectiveness of the Model in preventing the offenses envisaged in the
Decree and related regulations;

e periodically make targeted checks on specific operations or deeds, especially in the context of
sensitive activities (the results of which are summarized in a specific report whose contents will
be included in communications made to the corporate bodies);

e liaise with the other business functions (at specific meetings or otherwise) to exchange
information intended to update the areas at risk/sensitive areas, in order to:

= keep developments under control and ensure that they are monitored constantly;

= check various aspects of implementing the Model (definition of standard clauses, personnel
training, regulatory and organizational changes, etc.);

= guarantee that necessary corrective actions to make the Model suitable and effective are
taken in a timely manner;

e gather, process and preserve all the relevant information received in compliance with the Model,
and update the list of information that must be transmitted to the Supervisory Body. For this
purpose, the Supervisory Body has free access to all the relevant company documentation and
must be kept constantly informed by management about:

= aspects of business activities that may expose the Company to the risk of committing one of
the Offenses envisaged in the Decree;

= on relations with Consultants and Partners;

e  promote initiatives for training and communication on the Model and prepare the documentation
necessary for this purpose;

e interpret the relevant legislation and check the adequacy of the internal control system in relation
to the relevant legislative requirements;

e report periodically to the Board of Directors and the Board of Statutory Auditors on the
implementation of company policies regarding the Model.

The structure identified must be capable of satisfying the need for constant checks on the
implementation of and compliance with the Model and, at the same time, the essentially need to check
that the Model is properly responsive to the established prevention objectives. This continual
verification must proceed in two directions:

e if it emerges that implementation of the operational standards required is insufficient, the
Supervisory Body must take all steps necessary to correct this “pathological” condition.
Depending on the circumstances, this will include:

= inviting the heads of individual organizational units to comply with the Model;

= specifying directly which corrections and changes must be made to routine practices and
activities;
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= reporting the most serious cases of non-compliance with the Model to the managers and
control personnel within individual functions.

e on the other hand, if monitoring shows the Model to be fully and correctly implemented, but
nevertheless unsuitable for preventing the risk of committing certain offenses envisaged in the
Decree, the Supervisory Body must take steps to ensure that the Model is updated and check
on the related timing and how this is done".

As stated, in order to exercise its powers, the Supervisory Body must have unrestricted access to all
corporate personnel and documentation and the ability to obtain significant data and information from

senior management.

3.3 Reporting by the Supervisory Body to the Corporate Bodies

The Supervisory Body is responsible for communicating the following matters to the Board of Directors:

- at the start of activities and, subsequently, at the start of each year: the plan of activities to be
carried out in order to complete the tasks assigned;

- periodically: the progress of the program defined and any changes made to the plan, with
explanations;

- immediately: any significant problems identified by the work.

The Supervisory Body must also report on the implementation of the Model at least once every year.

The Supervisory Body may be invited to report periodically to the Board of Statutory Auditors and the
Board of Directors with regard to its activities.

Depending on the circumstances, the Supervisory Body must also:

1) communicate the results of its checks to the heads of the functions and/or processes, if the work
identifies aspects requiring improvement. In this case, the Supervisory Body must obtain an
action and implementation plan from these leaders, covering the aspects requiring improvement,
together with detailed specifications for the operational changes necessary;

" Clearly, the timing and form of the changes/updates cannot be predetermined, however they must be completed as soon as
possible and their content will be responsive to the observations that identified the need for them.
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2) report any conduct/actions not in line with the Code of Ethics, company procedures and/or
protocols, in order to:

i)  obtain all the elements needed in order to inform the bodies responsible for the assessment
and application of disciplinary penalties;

i) avoid repetition of the event, providing indications for elimination of weaknesses.
The activities indicated in point 2) must be communicated by the Supervisory Body to the Board of

Directors as rapidly as possible, requesting support from other corporate structures able to help
determine and identify actions to prevent repetitions.

The Supervisory Body must inform the Board of Directors immediately if the violation involves Senior
Persons within the Company or the Board of Statutory Auditors, including members of the Board of

Directors and/or the Board of Statutory Auditors.

Copies of the related reports will be held on file by the Supervisory Body and the bodies involved on
a case-by-case basis.

3.4 Reporting: general and specific requirements

Parties and Persons in Charge of the Management of Whistleblowing Reports required to comply
with the Model must inform the Supervisory Body, using periodic standardized reports and specific
notifications, about any events that could generate liabilities for I.M.M. pursuant to the Decree.

3.4.1 Requirements of a general nature

I.M.M. Hydraulics S.p.A. has adopted a specific procedure, “Communications to the Supervisory
Body”, that governs periodic reporting by key officers to the Supervisory Body, in order to ensure that
sensitive activities are monitored pursuant and consequent to Decree 231/2001.

I.M.M. has also adopted a specific procedure for the management whistleblowing reports, “Procedure
for the Management of Whistleblowing Reports”, in line with relevant national and international best
practices and the provisions of Legislative Decree no. 24 of 10 March 2023, in "Implementation of
Directive (EU) 2019/1937 of the European Parliament and of the Council of 23 October 2019 on the
Protection of Persons Reporting Breaches of Union Law and on the Provisions Concerning the
Protection of Persons Reporting Breaches of National Law Provisions".

In particular, that recent law governing whistleblowing amended art. 6, paragraph 2-bis, of Legislative
Decree no. 231/2001, pursuant to which: “The models referred to in letter a) of paragraph 1 shall
provide for, pursuant to the legislative decree implementing Directive (EU) 2019/1937 of the European
Parliament and of the Council of 23 October 2019, the internal reporting channels, the prohibition of
retaliation and the disciplinary system, adopted pursuant to paragraph 2, letter e)”.
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Specifically, art. 4, paragraph 1, of Legislative Decree no. 24/2023 provides that: "Subjects in the
private sector, having heard the representations or trade union organisations referred to in article 51
of Legislative Decree no. 81 of 2015, shall activate, pursuant to this Article, their own reporting
channels, which guarantee, also through the use of encryption tools, the confidentiality of the identity
of the reporting person, of the person involved and of the person in any case mentioned in the report,
as well as the content of the report and the related documentation. The organisation and management
models, referred to in Article 6, paragraph 1, letter a), of Legislative Decree no. 231 of 2001, provide
for the internal reporting channels referred to in this Decree”.

In this regard, the Company has activated three reporting channels - one paper based, one IT based
and one telephone based - in order to allow the Recipients of this Model to submit reports concerning
violations they have become aware of within their work context, as better identified in the Procedure.
Violations are defined as conduct, acts or omissions that harm the public interest or the integrity of
the Company and that consist of: (i) unlawful conduct relevant pursuant to and for the purposes of
Legislative Decree no. 231/2001; (ii) violations of the Code of Ethics and the Organization and
Management Model, as well as the Company's own procedural framework referred to in the
Organization and Management Model; (iii) offences committed in violation of European Union
regulations, relating to specific sectors, indicated in the Annex to Legislative Decree no. 24/2023 and
of all national provisions implementing them; (iv) acts or omissions detrimental to the financial
interests of the European Union, as identified in European Union Regulations, Directives, Decisions,
Recommendations and Opinions; (v) acts or omissions concerning the internal market that
compromise the free movement of goods, persons, services and capital, including violations of
competition, State aid and corporate tax rules and mechanisms whose purpose is to obtain a tax
advantage that frustrates the object or purpose of the offence; (vi) acts or conduct that frustrate the
object or purpose of the provisions of the European Union acts referred to in points (iii), (iv), and (v).

The channels guarantee the confidentiality of the identity of the reporter, of the person involved and
of the person in any case mentioned in the report, as well as the content of the report and the relevant
documentation.

With regard to the management of the aforementioned Violations, Interpump Group S.p.A. requires
each group company to adopt the following principles:

- the persons reporting cases of Violations must be protected from any form of retaliation. Each
Group company must adopt an anti-retaliation policy that protects persons making reports from
adverse consequences (such as dismissal, demotion, unjustified transfers or, in any case,
conduct that may be construed as mobbing);

- anonymous reports must be taken into consideration, on condition that they are capable of
identifying facts and situations that arose in specific contexts;

- the persons reported must receive the same protection as those making the reports, in
accordance with the provisions of Legislative Decree no. 24/2023;
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each Group company must manage the reports received in compliance with all the laws and
regulations governing data protection;

the reports made must be detailed and accompanied by the largest possible number of details,
so that the facts can be reconstructed and checked;

the investigation following the receipt of a report is carried out in compliance with the applicable
regulations;

penalties are envisaged for those who infringe the measures protecting the reporter or commits
discriminatory acts, as well as those who intentionally make false, calumnious or defamatory
reports with malice or gross negligence;

the data relating to reports received must be stored electronically in areas with restricted access
that requires specific authentication.

In this context the following general requirements are applicable:

each Function Head must collect any reports about the commitment of, or reasonable risk of
committing, the Offenses envisaged in the Decree or, in any case, conduct that is not in
compliance with the rules of conduct specified in the Model;

each employee must report violations (or alleged violations) of the Model by contacting the
Persons in Charge of the Management of Whistleblowing Reports;

with regard to their work for Interpump Group, consultants and collaborators must send any
reports directly to the Persons in Charge of the Management of Whistleblowing Reports via
"dedicated information channels";

the Persons in Charge of the Management of Whistleblowing Reports evaluate the reports
received and the action to be taken, in accordance with the provisions of the Procedure; any
consequent measures are defined and applied in compliance with the disciplinary system and
the Procedure;

for the purposes of this Model, the Interpump Group has created a Whistleblowing Report
Management Portal to which the various functions can send any reports and the other specified
information, accessible from the company website.

Bona fide whistleblowers are guaranteed against any form of reprisals or discrimination, and, in any
event and in line with the provisions of Legislative Decree no. 24/2023, the secrecy of the identity of
the whistleblower will be maintained, without prejudice to compliance with legal requirements and
possible liabilities in the cases provided for in Legislative Decree no. 24/2023.
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3.4.2 Specific requirements
The Supervisory Body must be informed about:
e any criminal and disciplinary proceedings initiated following reports about violations of the

Model;

e any penalties applied (including measures adopted in relation to employees), or decisions to
close investigations together with the related reasons;

e inspections or actions by any public supervisory authority.

The Persons in Charge of the Management of Whistleblowing Reports ensure, in compliance with the
provisions laid down in Legislative Decree no. 24/2023, an efficient flow of information to the
Supervisory Board, with particular reference to violations of the Model.

3.4.3 Reporting by company exponents or third parties

In the context of the company, the Supervisory Body must be informed about the documentation
specified in the Special Part of the Model, in accordance with the procedures contemplated therein,
and about all other information, of any kind, received from third parties or others about implementation
of the Model in the areas of activity at risk.

In this regard the following requirements are applicable:

e any reports about the commitment of Offenses envisaged in the Decree during the course of
business activities must be collected, together with information about any conduct incompatible
with the Code of conduct adopted by the Company;

e reports must be routed to the Persons in Charge of the Management of Whistleblowing Reports
who handle it in the cases and according to the provisions of the Procedure.

e as envisaged in the Model and the Code of Ethics and the Procedure, whistleblowing reports
can be submitted in written or oral form and concern all violations or suspected violations
provided for in the Legislative Decree no. 24/2023.

3.5 Collection, storage and filing of information

The documentation pertaining to each Report received (i.e. all the information and supporting
documents from which the identity of the Whistleblower or of other persons mentioned in the Report
can be deduced) is kept, in compliance with confidentiality requirements, for as long as is necessary
for the performance of the management activities of the Reports received and, in any case, for no
longer than five years from the date of the communication of the final outcome of the Whistleblowing
Procedure. Therefore, without prejudice to the rights recognizable to the Whistleblower under
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Regulation (EU) 2016/679 and Legislative Decree no. 24/2023, the Reporting may not be viewed or

extracted as a copy by any requesting party.
3.6 Statute of the Supervisory Body

See Annex “2”.
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41 Employees

4.1.1 Employee training

I.M.M. Hydraulics S.p.A. recognizes and believes that, for the effectiveness of this Model, it is
necessary to guarantee proper awareness and dissemination of the rules of conduct contained herein
that apply to all Employees.

I.M.M. Hydraulics S.p.A. allocates financial and human resources for this purpose, implementing
training and information programs at different levels of detail in relation to the degree of involvement
of personnel in “sensitive activities”.

I.M.M. Hydraulics S.p.A. considers personnel training to be an essential condition for the effective
implementation of the Model: such training is carried out periodically in a manner that ensures

obligatory attendance and checks attendance, the quality of the programs and the extent of learning.

This training in managed by the Supervisory Body, in close cooperation with the Human Resources
Function.

4.2 External Consultants and Partners

4.2.1 Information for External Collaborators and Partners
Specific information about the policies and procedures adopted on the basis of this Organization and

Control Model is supplied to parties external to I.M.M. Hydraulics S.p.A. (e.g. Consultants and
Partners), together with the text of contractual clauses frequently used in this regard.
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5.1 General principles

Pursuant to arts. 6, para. 2.e), and 7, para. 4.b), of the Decree, the Model can only be considered
effectively implemented when it envisages a disciplinary system for punishing failure to comply with
the measures specified in the Model.

Also, as mentioned, Legislative Decree no. 24 of 10 March 2023, in "Implementation of Directive (EU)
2019/1937 of the European Parliament and of the Council of 23 October 2019 on the Protection of
Persons Reporting Breaches of Union Law and laying down provisions concerning the protection of
persons who report breaches of national laws", amended art. 6, paragraph 2-bis of Legislative Decree
no. 231/2001, pursuant to which: “The models referred to in letter a) of paragraph 1 provide for,
pursuant to the legislative decree implementing Directive (EU) 2019/1937 of the European Parliament
and of the Council of 23 October 2019, the internal reporting channels, the prohibition of retaliation
and the disciplinary system, adopted pursuant to paragraph 2, letter e)”.

This disciplinary system is addressed to employees and executives, and it contemplates adequate
penalties of a disciplinary nature.

Violation of the rules of conduct specified in the Code of Ethics and the measures envisaged by the
Model by workers employed by the Company, including its executives, represents a breach of the
obligations deriving from the employment relationship pursuant to arts. 2104 and 2106 of the Italian
Civil Code.

The application of the disciplinary penalties is unrelated to the result of possible criminal proceedings,
because the rules of conduct, the protocols, and internal procedures are binding on their recipients,
irrespective of the actual commission of an Offense by their conduct in compliance in all cases with
the provisions of Legislative Decree no. 24/2023.

5.2 Measures in relation to employees

Art. 2104 of the Italian Civil Code, identifying the obligation of “obedience” to which workers are subject,
states that workers must, in the execution of their work, comply with the instructions of a legal and/or
contractual nature given by the employer. In the event of non-compliance with said instructions the
employer is entitled to apply disciplinary penalties, proportionate to the severity of the infringement, in
compliance with the provisions of the applicable national employment contract.

The disciplinary system adopted by I.M.M. Hydraulics S.p.A. complies with the limitations imposed
by Law 300/1970 (the “Workers’ Statute”) and sector collective bargaining agreements, both with

regard to the penalties that can be applied and how the related powers can be exercised.

Specifically, the disciplinary system must comply with the following principles:
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a) the system is duly communicated in notices placed in locations accessible to employees and
may be the subject of specific refresher and training courses;

b) the penalties are proportionate to the infringement, as determined pursuant to art. 2106 of
the Italian Civil Code by sector collective bargaining;

c) suspensions from work and remuneration must not exceed three days;

d) workers are entitled to a defense against the allegations made.

5.3 Measures in relation to Directors

In the event of violation of current regulations, the Model, or the Code of Ethics by the directors of
I.M.M., the Supervisory Body informs the Board of Directors and the Board of Statutory Auditors,
which will take the appropriate action envisaged in the current regulations.

5.4 Measures in relation to external parties: collaborators, consultants and other third
parties

All conduct by collaborators, consultants or other parties connected with I.M.M. Hydraulics S.p.A. by
a contractual relationship, other than employment, that violates the provisions of the Model and/or
the Code of Ethics, may, in accordance with the specific contractual clauses included in their letters
of engagement, or even in their absence, result in termination of the contractual relationship without
prejudice to the right to compensation for conduct causing losses to the Company, even if the
contractual relationship is not terminated.

5.5 Disciplinary System

[Omissis]
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Introduction

Following a brief description of the system of corporate governance, this Special Part analyzes the
activities considered “sensitive” pursuant to Decree 231, following the Risk Assessment carried out
on the principal business processes of the Company.

Following meetings held with senior decision makers, the scope of analysis was determined to include
activities exposed to risk in relation to the following types of offense:

1) Offenses against the Public Administration, the assets of the Public Administration
and the Administration of Justice, and the Employment of illegaly staying third-country
nationals;

2) Corporate offenses and corruption among private individuals;

3) Crimes against the individual;

4) Market abuse;

5) Manslaughter and serious or very serious injury due to violation of the occupational
health and safety regulations;

6) Receiving, money laundering and using cash, goods or benefits of unlawful origin, as
well as self-laundering, terrorism and subversion of the democratic order;

7) Information technology offenses and illegal data processing;

8) Offenses concerning the infringement of copyright;

9) Offenses against industry and commerce;

10) Money counterfeiting, falsification of public credit instruments, duty-paid stamps and
instruments or signs of identification;

11) Environmental offenses;

12) Criminal association;

13) Tax offenses;

14) Customs offenses (contraband).

With regard to the additional offenses now included in Decree 231, analysis shows that the likelihood
of committing them is remote; in particular, given the way I.M.M. Hydraulics S.p.A. is organized and the
nature of its business, these offenses are not deemed significant because (i) the related to processes
not found in the business model adopted by the Company and (ii) if they were committed, this would
most likely not be in the interests or for the benefit of the Company (e.g. offenses against the individual).

Even so, each type of offense identified in Decree 231 has been assessed in terms of probability and

impact, and is also addressed in the Code of Ethics, which contains general principles for conduct in
relation to each of them.
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I.M.M. Hydraulics S.p.A. adopts all necessary measures to ensure the healthy and prudent
management of the business, the containment of risk and the stability of the financial situation. For
this purpose, I.M.M. adopts, applies and maintains:

a) an organizational structure that specifies clear hierarchical relationships and the segregation
of functions and responsibilities;

b) measures ensuring that significant persons are aware of the procedures to be followed in the
proper exercise of their responsibilities;

c) effective systems for internal reporting and the communication of information.

I.M.M. Hydraulics S.p.A. regularly checks and assesses the adequacy and effectiveness of the above
requirements and adopts on a timely basis the measures needed to remedy any weaknesses found.
All the protocols adopted by I.M.M. Hydraulics S.p.A., and referred to in the continuation of this Model
as controls, are governed by the following requirements:

segregation of duties

specific identification of control steps and authorizations

allocation of responsibility for managing each phase in the process

formalization

traceability

reporting among the functions active within the process and to the Supervisory Body

AN NI NN

6.1 [omissis]

6.2 [omissis]
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7.1 Description of the offense

This section of the Special Part provides a brief description of the offenses contemplated in arts. 24,
25, 25-decies and 25-duodecies of the Decree, having regard for the changes introduced on the entry
into force of Decree 75 dated 14 July 2020, transposing Directive (EU) 2017/1371/EC the PIF
Directive) on the fight against fraud to the Union’s financial interests by means of criminal law.
Reference will also be made to the General Part for examples addressing the concepts of Public
Administration, public function, public official, public service and provider of a public service.

Common embezzlement (art. 314, para. 1, criminal code)

This type of offense arises when public officials or the providers of a public service appropriate for
themselves cash or other fungible assets that belong to others and which are in their possession or
are available to them by reason of their office or service.

Embezzlement is “role-specific offense” that may be committed by public officials or the providers of
a public service and which is deemed to occur at the moment in which the guilty party appropriates
the cash or other fungible assets.

As established in art. 25, para. 1, of Decree 231/2001, this type of offense might only give rise to
administrative responsibility for the entity if it defrauds the financial interests of the European Union.

Embezzlement by profiting from the mistakes of others (art. 316, criminal code)

This type of offense represents an aggravated form of embezzlement that arises when, in the exercise
of their functions or service, public officials or the providers of a public service benefit from the
mistakes of others to receive or retain improperly, for themselves or others, cash or other benefits.

As established in art. 25, para. 1, of Decree 231/2001, this criminal offense might only give rise to
administrative responsibility for the entity if it defrauds the financial interests of the European Union.

Misappropriation of public funds at the expense of the government, another public authority,
or the European Union (art. 316-bis, criminal code)

This type of offense occurs if, after having received financing or grants from the State, a public
authority or the European Union, the amounts obtained are not utilized for the purposes for which
they were disbursed (the unlawful conduct consists in misappropriating, even partially, the amount
obtained, regardless of whether or not the planned activity was completed).

Considering that the offense is committed in the executive phase, it may also be committed with
reference to funds obtained in the past that are no longer allocated to the purposes for which they
were originally disbursed.
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Improper receipt of funds from the government, another public authority, or the European
Union (art. 316-ter, criminal code)

This type of offense occurs if - through the use or submission of false declarations or documents or
through the omission of due information - grants, funds, soft loans or other disbursals of the same
type allowed or disbursed by the government, another public authority or the European Union are
obtained without the necessary entitlement.

In this case, by contrast with the previous point (art. 316-bis), it does not matter how the funds are
used, since the offense is committed when the funds are obtained. Note that this type of offense is
residual with respect to the offense of fraud against the same parties, because this offense is only
punishable if the crime of fraud cannot be pursued.

Extortion (art. 317, criminal code)

This type of offense arises when public officials or the providers of a public service abuse their position
or powers by forcing someone to give them or third parties cash or other benefits, or to promise such
improper payments.

Art. 317 of the criminal code was amended in this sense by Law 69 dated 27 May 2015.

Corruption to obtain or obtain the omission of an official deed (arts. 318, 319 and 320, criminal
code)

This type of offense occurs if a public official or a provider of a public service receives, for themselves
or for others, cash or other benefits to perform acts in breach of their official duties, or to perform, omit,
or delay official deeds (resulting in a benefit for the party offering the bribe). Art. 319-bis. “Aggravating
circumstances” increases the penalty if the fact addressed in art. 319 of the criminal code involves the
allocation of public employment, salaries or pensions or the signature of contracts involving the
administration to which the public official belongs, as well as the payment or reimbursement of taxes
and/or levies.

It should be noted that the offense of corruption always involves concerted action, in which both the
bribe payer and the bribe taker are punished (see art. 321, criminal code).

The form of corruption known as “proper bribery”, paid to obtain the performance of an act against
the duties of a public official (for example, the acceptance of monies for the award of a tender
contract), can be committed by a public official or by a person in charge of a public service, while so-
called “improper bribery”, i.e. bribery in which a public official is involved in carrying out a legitimate
act (for example, expediting the processing of his or her official duties), can be committed by a public
official and by a person in charge of a public service operating in the role of a public servant.
Corruption may be active (the director or employee bribes a public official or the provider of a public
service to obtain a benefit for the company) or passive (the senior person in the company receives
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cash or other benefits in order to do or fail to do his/her duty), when the activity involved is identifiable
as a public function or public service.

These types of offense differ from extortion, because there is agreement between the bribe taker and
the bribe payer aimed at securing a reciprocal advantage, while in the case of extortion the victim is
merely a passive party who suffers the conduct of the public official or the person in charge of a public
service.

Corruption in judicial deeds (art. 319-ter, criminal code)

This type of offense may occur in cases in which the Entity is involved in judicial proceedings and, in
order to obtain an advantage in the case, one of its exponents bribes a public official (magistrate,
clerk of the court or another official).

Undue inducement to give or promise benefits (art. 319-quater, criminal code)

This type of offense arises, unless the circumstances are more serious, when public officials or the
providers of a public service abuse their position or powers by improperly inducing someone to give
them or third parties cash or other benefits, or to promise such payments.

This article envisages punishment for both the recipients and those that give or promise cash or other
benefits.

Law 69/2015 “Instructions regarding crimes against the public administration, mafia-related activity
and false financial reporting” came into effect on 14 June 2015, and, in art. 1, amended the penalties
for crimes against the public administration by changing, among others, arts. 318, 319, 319-ter and
319-quater.

Instigation of corruption (art. 322, criminal code)

This type of offense occurs when, in the presence of behavior intended to corrupt, public officials or
the providers of a public service refuse the offer illegally made to them (in the case of instigation to
delay the performance of duties, the provider of the public service must also be a public employee,
which is not necessary in the case of instigation not to perform duties).

Embezzlement, malfeasance, undue inducement to give or promise benefits, corruption and
instigation of corruption by members of the international criminal court or bodies of the
European Union or foreign States (art. 322-bis, criminal code)

The provisions of arts. 314, 316, 317-320 and 322, paras. 3 and 4, also apply to:

1) members of the EC Commission, the European Parliament, the European Court of Justice and the
European Court of Accounts;
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2) officials and agents employed under the contract for EU officials or under the regime applicable to
EU agents;

3) persons seconded to European bodies, by member States or by any public or private agency,
whose functions are similar to those of EU officials or agents;

4) members and employees of agencies formed under the various EU treaties;

5) those who, in the context of other EU member States, carry out functions or activities that
correspond to those of public officials and the providers of public services;

5-bis) judges, prosecutors, deputy prosecutors, officials and agents of the international criminal court,
persons seconded by the States that signed the Treaty to establish the international criminal court
whose functions correspond to those of the court officials or agents, the members and employees of
agencies formed under the Treaty that established the international criminal court.

The provisions of arts. 319-quater, para. 2, 321 and 322, paras. 1 and 2, also apply if the cash or
other benefits are given, offered or promised to:

1) the persons indicated in the first paragraph of this article;

2) persons whose functions or activities correspond to those of public officials or providers of public
services in the context of other Foreign States or international public organizations, if the fact is
committed in order to obtain an improper advantage for the instigator or others in relation to
international economic transactions or to obtain or retain an economic-financial activity.

The persons indicated in the first paragraph are deemed to be similar to public officials if they exercise
the corresponding functions, and to the providers of public services in other cases.”

Abuse of office (art. 323, criminal code)

This type of offense arises when public officials or the providers of a public service, in the exercise of
their functions or service and in violation of the law or the regulations, or by failing to recuse
themselves in the presence of a personal interest or that of a close relation or in other prescribed

cases, intentionally obtain an unjust financial advantage for themselves or others.

Abuse of office is a role-specific offense, in that it can only be committed by a public official or the
provider of a public service.

As established in art. 25, para. 1, of Decree 231/2001, this criminal offense might only give rise to
administrative responsibility for the entity if it defrauds the financial interests of the European Union.

Fraud in public supplies (art. 356, criminal code)
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This type of offense arises when someone commits fraud in the execution or performance of
contractual obligations deriving from a supply contract signed with the State, or another public body,
or the provider of a public service or a service in the public interest.

Pursuant to art. 356 of the criminal code, this is a role-specific offense, in that it can only be committed
by those who have supply contracts with the State.

Trafficking of unlawful influence (art. 346 bis, criminal code)

This type of offense arises when, excluding participation in the offenses envisaged in arts. 318, 319
and 319-ter of the criminal code and in the offenses of corruption envisaged in art. 322-bis of the
criminal code, by exploiting or claiming existing or alleged relations with a public official or a provider
of a public service or one of the other parties referred to in art. 322-bis of the criminal code, someone
improperly obtains or obtains promises of money or other benefits, for themselves or others, as the
price for their unlawful mediation with a public official or provider of a public service or one of the
other parties referred to in art. 322-bis of the criminal code, or to remunerate those persons for the
exercise of their functions or powers.

The trafficking of unlawful influence is therefore a subset of the crimes of corruption in the exercise
of a function (art. 318, criminal code), corruption involving deeds contrary to official duty (art. 319,
criminal code), corruption in judicial deeds (art. 319 ter, criminal code) and international corruption
(art. 322 bis, criminal code), and represents conduct that facilitates the commitment of those crimes.

Incitement to withhold information from or make false statements to the judicial authorities
(art. 377-bis, criminal code)

This offense occurs if, through the use of violence or threats, or with offers of cash or other benefits,
someone who is called to appear before the judicial authorities to make statements that can be used
in criminal proceedings — who has the faculty to remain silent — is incited to either refrain from making
statements or to make false statements.

Fraud at the expense of the government, another public authority or the European Union (art.
640, para. 2.1, criminal code)

This type of offense occurs if, to make an unlawful profit, subterfuge and deception are applied in
order to deceive and cause loss to the State (or another Public Authority or the European Union).

For example, this offense may occur when, in the preparation of documents or data required to take
part in contract bidding procedures, the Public Administration is supplied with untruthful information
supported by forged documentation in order to secure the offered contract.

Aggravated fraud for the purpose of obtaining public funds (art. 640-Bis, criminal code)
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This type of offense occurs if fraud is perpetrated to gain undue access to public funds.

These events may occur if subterfuge or deception are used, for example by communicating
untruthful data or by preparing false documentation to obtain public funds.

IT fraud (art. 640-ter, criminal code)

This type of offense occurs when, by modifying the operation of a computer or telecommunications
system or by manipulating the data contained in such systems, an undue profit is obtained causing a
loss to the state or another public authority.

The offense may arise, for example, if, having obtained a loan, the security of the computer system
is breached in order to input a loan amount that is higher than the amount obtained legally.

Employment of illegally staying third-country nationals (art. 22, para. 12-bis, Decree 286, 25
July 1998)

This type of offense when employers use foreign workers without proper residence papers, or expired
papers for which no renewal has been requested or, papers that have been revoked or canceled, if:

a. more than three workers are employed,;

the workers are younger than the minimum age for employment;

c. the workers are subject to other forms of exploitation, as specified in art. 603-bis, para. 3, criminal
code (unlawful intermediation and exploitation of workers).

c

In addition to the above, art. 25-duodecies of Decree 231/2001 adds the offenses of arranging unlawful
entry and the facilitation of clandestine immigration (see art. 30, Law 161, 17 October 2017).

7.2 [omissis]

7.3 Recipients of the Special Part

This Special Part refers to conduct adopted by directors, managers and “exponent” employees of
I.M.M. Hydraulics S.p.A. in the areas of activities at risk, and by external Collaborators and Partners,
as already defined in the General Part (hereinafter all referred to as “Recipients”).

The goal of this Special Part is to ensure that all the Recipients, as identified above, adopt rules of

conduct that are in compliance with the requirements contained herein, in order to prevent occurrence
of the offenses envisaged in the Decree.
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7.4 Interpump Group “Anti-Corruption Compliance Program”
The Interpump Group firmly condemns any form of public or private corruption.

For all Interpump group companies, corruption is a phenomenon to be fought and repressed,
constantly and tenaciously, and all group companies are therefore required to take all necessary
action to prevent the commitment of any and all forms of corruption.

This section represents the Anti-Corruption Compliance Program (hereinafter, the “ACCP”) applicable
to all companies within the Interpump group.

7.4.1 Procedures and Organization Model

As indicated in Section 2.6.1. above, |.M.M. Hydraulics S.p.A., also at the behest of the parent company
Interpump Group S.p.A., adopts an organizational/procedural/control model commensurate with the risks
identified and that, in any case, is suitable for:

- managing and monitoring the activities associated with gifts, donations and
entertaining expenses;

- managing and monitoring the processes adopted for personnel selection, hiring and
appraisal;

- supervising the processes adopted for preparing the statutory and consolidated
financial statements, ensuring their accuracy and transparency;

- guaranteeing the monitoring and traceability of cash flows;

- guaranteeing the proper allocation of powers and segregation of duties in the
management of each business process;

- taking disciplinary action for failure to comply with the conduct required,;

- guaranteeing the proper management of reports (i.e. whistle-blowing policy, see
section 2.6.4);

- guaranteeing compliance with locally-applicable regulations and the rules established
at group level, if more demanding;

- guaranteeing the traceability of processes and the filing of documentation.

In order to ensure the proper implementation of the ACCP, all Interpump group companies are
required to align their organization and management models with the above criteria.

7.4.2 Top Level Commitment
The top management of I.M.M. Hydraulics S.p.A. and that at the other companies within the Interpump
group disseminate an anti-corruption culture at a grassroots level within their organizations,
encouraging the reporting of cases of non-compliance with the ACCP and the holding of meetings on

ethical standards, with particular reference to the ACCP.
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7.4.3 Appraisal of contractual counterparts

In order to mitigate the risk of non-compliance with the ACCP, Interpump Group S.p.A. and the other
Interpump group companies make appropriate assessments of each contractual counterpart, with
particular reference to those parties authorized to work in the name and on behalf of the company,
placing special emphasis in their appraisals on the ethical and reputational aspects.

7.4.4 Communications and Training

I.M.M. Hydraulics S.p.A. and the other companies within the Interpump group adopt communications
and training programs that address the company and/or group rules and procedures designed to
prevent cases of non-compliance with the ACCP. Evidence that the communications and training
programs were properly implemented is gathered and retained.

7.4.5 Monitoring and Updates

The need to update the procedures and systems adopted by I.M.M. Hydraulics S.p.A. is reviewed
periodically. Updates are considered, for example, when (i) events occur that might affect the level of
risk (gravity and proportional importance), including any whistle-blowing reports; (ii) regulatory
changes are made; (iii) there are organizational changes within the company; (iv) the parties involved
in the process concerned consider revision to be appropriate.

7.5 General rules of conduct

This Special Part places an express obligation on Company Exponents directly and, by means of
specific contractual clauses, on external Collaborators and Partners, to comply with the following
principles:

o strict observance of all laws and regulations that govern the company's activity, with special
reference to activities that involve contact and relations with the Public Administration or the
providers of a public service;

o the creation and maintenance of relations with the Public Administration or providers of a public
service on the basis of criteria expressing the maximum fairness and transparency.

This Special Part expressly forbids Company Exponents directly and, by means of specific contractual
clauses, external Collaborators and Partners, to adopt conduct:

1. that represents commitment of the offenses discussed above (arts. 24, 25, 25-decies and 25-
duodecies of the Decree);

2. that, although not representing commitment of the above offenses, could potentially lead to the
commitment of such offenses or, in any case, be considered doubtful;
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that gives rise to conflict of interests with the Public Administration in relation to the situations
described in the foregoing types of offenses.

In the context of the foregoing types of conduct, in particular, including via subsidiaries, associates
and/or natural or legal persons that are customers of [.M.M. Hydraulics S.p.A.:

1.

it is prohibited to maintain relations with the Public Administration unless so authorized in
accordance with the governance structure of the Company and specific mandates;

it is prohibited to offer or make, either directly or indirectly, illicit payments and pledges of personal
benefits, of any whatsoever nature, to representatives of the Italian or foreign Public
Administration. This prohibition includes the direct or indirect offer of free services, with a view to
influencing decisions or transactions;

it is prohibited to use any form of pressure, deception, suggestion or exploitation of the good nature
of a public official in such a way as to influence the outcome of administrative acts;

it is prohibited to pay to anyone, by any whatsoever title, amounts of money or to furnish assets
or other utilities with the aim of facilitating and/or reducing the expense of the execution and/or
management of contracts with the Public Administration with respect to the obligations assumed
in such contracts;

it is prohibited to distribute presents and gifts that go beyond normal company practices, meaning
all forms of gifts that exceed normal commercial practices or courtesy, or anyway that are given
to obtain preferential treatment in the pursuit of any business activity. In particular, it is forbidden
to make gifts in any form to Italian or foreign public officials, or to their families, that could influence
their discretionary behavior or independent judgment or lead to any advantage being obtained for
the company. As envisaged in the Code of Ethics, permitted gifts are always identified by their
modest value. All gifts offered must be appropriately documented, so that the Supervisory Body
can perform the relevant checks;

it is prohibited to receive cash gratuities, gifts, presents or other benefits when carrying our public
functions or public services: whosoever receives gratuities or benefits of another nature not included
among the permitted types, is required, in accordance with the established practices, to
communicate the matter to the Supervisory Body, which will assess their appropriateness and notify
the party that provided the gratuities or benefits about the relevant I.M.M. Hydraulics S.p.A. policy;

it is prohibited to grant consultancy appointments to parties named by the Public Administration,
with particular reference to those indicated, directly or indirectly, as a condition for obtaining any
advantage and/or for the granting of loans/authorizations and/or for the awarding of contracts
pursuant to public procedures.

it is prohibited to submit to national or foreign public bodies untruthful statements or statements in
which the due information is omitted in order to obtain public financing and, in any event, to perform
any act that could result in deception of the public authority in the disbursal of amounts or making
of payments of any type;
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9. it is prohibited to allocate amounts received from national or foreign public bodies in the form of
grants, subsidies or loans to purposes other than the purposes for which the amounts were
disbursed,;

10.it is prohibited to pay fees to consultants, collaborators, or commercial partners of the Company
that are not justified by the activities effectively carried out;

11.all conduct intended to influence illegally the outcome of criminal proceedings is also forbidden;

12.it is prohibited to use any form of black economy labor.

7.6 [omissis]

7.7 Prevention procedures and protocols

The procedures and protocols adopted by the Company are an integral part of this Model. The
procedures and protocols are communicated to all parties involved in the processes to which they
relate. All parties involved in the process are required to comply with and respect the procedures and
protocols governing their sphere of activities, implementing them rigorously.
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8.1  Description of the offense

The offenses addressed in this section of the Special Part, indicated in art. 25 ter of the Decree, are
described briefly below. There are five types.

False communications and reports

In Law 69/2015 “Instructions regarding crimes against the public administration, mafia-related activity
and false financial reporting” the legislator added new articles to the lItalian Civil Code covering
corporate offenses and, in particular, amending those related to false corporate reporting. These
changes related to arts. 2621, 2621-bis, 2621-ter and 2622 of the Italian Civil Code.

False corporate communications (art. 2621, Italian Civil Code)

Except as envisaged in art. 2622 of the Italian Civil Code, the directors, general managers, managers
responsible for preparing the corporate accounting documentation, the statutory auditors and
liquidators who knowingly report significant material facts that are untrue or omit significant material
facts about the economic or financial position of the company or the group to which it belongs that
must be disclosed by law in the financial statements, reports and other corporate communications to
shareholders or the public, in a manner that induces others to draw erroneous conclusions so that
they can obtain undue benefits for themselves or others, are punishable by imprisonment for
between one and five years.

The liability to punishment is also extended to cases in which the false or omitted information concerns
assets held by or administrated by the company on behalf of third parties.

Via the addition of art. 2621-bis to the Italian Civil Code (Minor facts), the reform expressly envisages
specific situations in which the commitment of offenses pursuant to art. 2621 of the Italian Civil Code
is subject to reduced penalties:

- If the facts are deemed to be minor, the prison sentence may range from a minimum of
6 months to a maximum of 3 years. The judge considers whether or not the facts are
minor with reference to the nature and size of the company, as well as to the method
and effects of the criminal conduct;

- The same penalty (from 6 months to 3 years) also applies in the case of false financial
reporting by companies that cannot go bankrupt. In this case, the offense may be
challenged by the offended party, but not directly by the magistracy.

The addition of art. 2621-ter to the Italian Civil Code envisages that certain trivial facts may not be
punishable, with the judge required in this case to consider, in particular, the “scale of any losses
caused to the company, the shareholders or the creditors”.

False corporate communications by listed companies (art. 2622 of the Italian Civil Code)
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The directors, general managers, managers responsible for preparing the corporate accounting
documentation, the statutory auditors and liquidators of issuers of financial instruments admitted for
listing in a regulated market in Italy or in another EU country, who deliberately report untrue material
facts in financial statements, reports or other corporate communications intended for shareholders or
the general public, or who omit material facts about the economic or financial position of the company
or the group to which they belong that must be disclosed by law, in a manner that induces others to
draw erroneous conclusions so that they can obtain undue benefits for themselves or others, are
punishable by imprisonment for between three and eight years.

The following are considered equivalent to the companies indicated in the preceding paragraph:

1) issuers of financial instruments for which a request has been filed for admission for listing in a
regulated market in Italy or in another EU country;

2) issuers of financial instruments admitted for listing on an Italian multilateral trading system;

3) companies that control the issuers of financial instruments admitted for listing in a regulated market
in Italy or in another EU country;

4) companies that solicit investment by the public or, in any case, manage such investments.

The above provisions also apply if the false or omitted information relates to assets held or
administered by the company on behalf of third parties.

The principal change is that false corporate communications by any company, and not just listed
companies, has become a crime once again. The new arts. 2621 and 2622 of the Italian Civil Code
describe offenses that differ depending, in essence, on the type of entity concerned: the first may only
be committed by unlisted companies, while the second may be committed by listed companies and
those deemed to be similar.

After the changes, imprisonment in relation to listed companies ranges from 3 to 8 years, but from 1
to 5 years in relation to unlisted companies. In substance, there are two difference between arts. 2621
and 2622, both relating to false statements: only art. 2621 requires them to have been made in the
context of the corporate communications ‘required by law’ and relate to ‘significant’ material facts
(which seems to exclude criminal responsibility for judgments’).

Following the amendments made in relation to false corporate communications (arts. 2621, 2622 et
seq. of the Italian Civil Code), Law no. 69/2015 establishes, among other matters, a degree of
coordination with the rules governing the administrative responsibility of entities deriving from the
offenses identified in Decree no. 231/2001. In particular, the regulatory changes have increased the
fines envisaged: (i) the fine for false corporate communications (art. 2621) now ranges from 200 to
400 quotas; (ii) the fine for minor facts (art. 2621-bis) now ranges from 100 to 200 quotas; (iii) the fine
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for false corporate communications affecting listed companies (art. 2622) now ranges from 400 to
600 quotas.

Reports

The expression “report” is used in the civil law of joint stock companies to indicate the specific
disclosures made by qualified parties, characterized by their written form and their obligatory nature
in circumstances established by the related legislation.

In particular, the following reports are envisaged: reports of the directors (art. 2428 c.c.) and the
statutory auditors (art. 2429 c.c.) accompanying the separate financial statements; the half-yearly
report of the directors on the results of operations by listed companies (art. 2428, para. 3, c.c.); the
report of the directors as part of the procedure for the distribution of advance dividends (art. 2433-
bis, para. 5, c.c.); the report of the directors describing proposed capital increases with the exclusion
or limitation of option rights (art. 2441, para. 6, c.c.); the report of the directors and the observations
of the board of statutory auditors on the balance sheet for capital reductions due to losses (art. 2446
c.c.); the report of the statutory auditors on the final liquidation balance sheet (art. 2453, para. 2, c.c.);
the report of the directors on proposed mergers or spin-offs (arts. 2501-quater and 2504-novies c.c.).

The above list is not provided for general purposes, but rather to show that the term “reports” must
be interpreted in a restrictive manner: in substance, it only covers the “typical reports” (i.e. reports

about corporate activities that are expressly required by law).

Financial statements

With regard to the category of “financial statements”, this undoubtedly includes the annual or ordinary
financial statements (art. 2423 et seq., c.c.) “construed as an instrument of information on the equity,
financial and economic situation of the company in operation, i.e. a company that is a going concern”.

In general, the category of financial statements also includes the consolidated financial statements (i.e.
the accounting document that provides an overview of the economic and financial situation of the group
considered as a whole), which might contain the misrepresentations referred to in art. 2621, point 1, of
the Italian Civil Code, and all financial statements of an extraordinary nature, which will generally include
the accounting documents that report the financial position at times other than at the end of the normal
financial year or at the time of specific judicial or administrative events. Examples of special financial
statements include the statement required (art. 2433-bis, para. 5, c.c.) for the distribution of advance
dividends; the final liquidation balance sheet (arts. 2311 and 2453 c.c.), the balance sheet prepared in
accordance with the statutory regulations governing the financial statements (art. 2501-ter, para. 1, c.c.)
that must accompany a proposed merger (art. 2501, para. 3, c.c.) or spin-off (art. 2504-novies c.c.); the
financial statements that must be filed together with an application for bankruptcy (art.14, bankruptcy
law).

Other corporate communications
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It must be remembered that, as a general rule, in order to identify documents that should be construed as
corporate communications, the following three requirements should be taken into account, the first relating
to the subject of the deed: “official nature”; the second, resulting from its relationship with the subject:
“relevance to the corporate objects”; the third, concerning its recipients: “public communication”.

With regard to the first consideration, legal theory and consolidated case law are in agreement in
considering that an essential requirement of the communication (relevant from a penal standpoint) is
their official nature whenever issued by qualified parties in the exercise and by virtue of the specific
functions assigned to them in the framework of a company that is already incorporated or in progress
of incorporation.

Confidential or private information is not official in nature and any misrepresentation does not
represent an offense pursuant to the Decree but, depending on the circumstances, might give rise to
criminal liability for fraud or market rigging.

The second requirement, i.e. relevance to the corporate objects, concerns the contents of the
declaration and assumes that the company attribution can be associated with communications having
a generic link to the business of the company and therefore, for example, the declaration of the
competent bodies of the corporate entity designed to provide information about the performance of
the stock exchange in the country or in other countries, or a declaration stating that powers of attorney
have been granted to a specified party, cannot be considered to be “corporate” in nature.

Finally, the third requirement is intended to ascribe penal relevance exclusively to information that is
official and relevant to the corporate objects, that can be potentially referred to a plurality of recipients.
In other words, the character of public communication is the “external relevance” that arises whenever
the communication is destined to an undetermined number of parties or to shareholders, company
creditors and third parties (potential shareholders or creditors), which are protected as “open
categories” rather than as individuals.

With regard to the form, even though in theoretical terms this might be subject to dispute, it must be
considered that even verbal statements might be considered a form of false communication to be
taken into account.

For example, consider false statements made by directors or statutory auditors at the shareholders’
meeting or the bondholders’ meeting, or by the promoters at the meeting of subscribers.

Therefore, neither communications by individual members of the corporate bodies (board of directors
and board of statutory auditors) nor those made by the directors to the internal control body, will be

construed as “corporate” communications.

Misrepresentation in accounting entries and the legal books
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In general terms, it must also be considered that any alterations made to the legal books, which are
“created as a means to inform shareholders and possibly other parties” may result in misrepresentation
violations, as defined above.

Protection of share capital

Undue reimbursement of contributions (art. 2626 c.c.)

Typical conduct consists in the return of contributions to shareholders or their release from the
obligation to make contributions, either in an open or simulated manner, except in the case of
legitimate capital reductions.

The directors are active parties to the offense. The shareholders might also be involved'?, having
instigated, caused or assisted the directors in their actions.

lllegal allocation of profits and reserves (art. 2627 c.c.)
The criminal conduct of this offense consists in distributing profits or advances on profits not
actually earned or allocated by law to reserves, or distributing reserves, also not formed from

profits, that are non-distributable by law.

Reconstruction of the profits or reserves before the deadline for approval of the financial statements
cancels this offense.

The directors are active parties to the offense.

lllegal transactions involving shares or quotas of the company or its parent (art. 2628, c.c.)
This offense occurs with the purchase or subscription for shares or quotas in the parent
company, with resulting damage to the integrity of the share capital and reserves that are non-

distributable by law.

The offense is canceled if the capital or reserves are reconstructed before the deadline for approval
of the financial statements for the year in which the improper conduct took place.

If unlawful transactions are carried out in the shares of the parent company, the directors of the
subsidiary are active parties to the offense, while the directors of the parent company are only liable
as accessories to the crime. The shareholders may also be liable for the same reason.

"2 Pursuant to the general rules specified in arts. 110 et seq. of the criminal code.
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Transactions prejudicial to creditors (art. 2629 c.c.)

This offense occurs, in violation of the laws protecting creditors, on reductions in share capital,
mergers with other companies or spin-offs that cause losses for the creditors. Reimbursement of
the losses caused to the creditors prior to judgment cancels the offense.

Here too, the directors are active parties to the offense.
Failure to notify conflicts of interest (art. 2629-bis c.c.)

Any director or member of the management board of a company whose shares are listed on markets
regulated in Italy or another member State of the European Union or broadly held by the public as
defined in art. 116 of the consolidated law created by Decree 58 dated 24 February 1998 and
subsequent amendments, or any party subject to supervision as defined in the consolidated law
created by Decree 385 dated 1 September 1993, the above consolidated law created by Decree
58/1998, Decree 209 dated 7 September 2005, or Decree 124 dated 21 April 1993, who violates the
obligations envisaged in art. 2391, para. 1, is punished by imprisonment for between one and three
years, if the violation causes losses for the company or third parties.

Fraudulent formation of capital (art. 2632 c.c.)
The offense may arise from the following types of conduct:

a. fraudulent formation or increase in share capital through the assignment of shares or quotas
in an amount that is overall higher than the total amount of the share capital;

b. reciprocal subscriptions for shares or quotas;

c. significant over valuation of contributions of assets in kind, receivables or company assets in
the event of a transformation process.

The directors and contribution shareholders are active parties to the offense.

Failure by the directors and statutory auditors to check and audit the appraised value of the assets
contributed in kind (pursuant to art. 2343, para. 3, c.c.) contained in the appraisal report prepared by
a Court-appointed expert is not an offense under the Decree.

Undue distribution of company assets by liquidators (art. 2633 c.c.)

This offense occurs on the distribution of company assets among shareholders prior to the
payment of company creditors or allocation of the amounts necessary to pay them, thus resulting

in a losses for the creditors. Reimbursement of the losses caused to the creditors prior to judgment
cancels the offense.
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Only the directors are active parties to this offense.

Protection for the routine operations of the company

Prevention of control (art. 2625 c.c.)

The criminal conduct consists in preventing or obstructing, by concealing documents or other
suitable means, performance of the checking activities assigned by law to the shareholders or
other corporate bodies.

This offense may be committed by the directors.

Corruption between private individuals (art. 2635 c.c.)

Following the introduction of Decree 38/2017 “Implementation of framework decision 2003/568/GAl

of the Council of 22 July 2003, on the fight against corruption in the private sector”, in force from
14/04/2017, art. 2635 c.c. has been reworded as follows:

Unless the fact represents a more serious offense, the directors, general managers, managers
responsible for preparing the corporate accounting documents, statutory auditors and liquidators of
private companies and entities who, directly or indirectly, request or receive for themselves or others
cash or other undue benefits, or who accept promises of such payments, to perform or omit a deed
in violation of the duties associated with their position and the requirement for loyalty, are punished
by imprisonment from one to three years. The same penalty is applied if the fact is committed by
persons who perform executive functions within the private company or entity that differ with respect
to the functions of the persons indicated above.

Imprisonment for up to eighteen months is envisaged if the offense is committed by a person under
the supervision or management of one of the parties indicated in the first subsection.

Whosoever directly or indirectly offers, promises or pays cash or other undue benefits to the persons
indicated in the first and second subsections is subject to the penalties specified therein.

The penalties established in the foregoing subsections are doubled in the case of companies with
securities listed on markets regqulated in Italy or other EU member states or broadly held by the public
as defined in art. 116 of the consolidated law on financial intermediation created by Decree 58 dated
24 February 1998 and subsequent amendments.

Action is initiated by the offended party, unless such the fact causes a distortion of competition in the
procurement of goods or services.
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Without prejudice to the provisions of art. 2641, the value of the assets confiscated may not be lower
than the value of the benefit given, promised or offered.”

This offense may be committed not only by management and control bodies, but also by any party
that, on behalf of the company, carries out an activity subject in any way, whether by law or by
contract, to the management or supervision of top management.

The illegal conduct involves carrying out or omitting to carry out acts in violation of the duties assigned
following the giving or promising of cash or other benefits, the criminal consequences of which depend
on the cause of the event that is detrimental to the corrupted company.

It is necessary for the company to have suffered a loss, even when the offense may be challenged
directly by the magistracy.

Lastly, it is emphasized that only the third subsection of this article is relevant for Law 231 purposes,
being the conduct of the party belonging to the corrupting company, since both the first and second
subsections are incompatible with the objective criterion established in Decree 231/2001.

Instigation of corruption between private individuals (art. 2635-bis c.c.)

Decree 38/2017 also added art. 2635-bis “Instigation of corruption between private individuals” which
states:

“Whoever offers or promises cash or other undue benefits to directors, general managers, managers
responsible for preparing the corporate accounting documents, statutory auditors or liquidators of
private companies or entities, or to persons who work for them with executive functions, in order to
perform or omit a deed in violation of the duties associated with their position and the requirement for
loyalty, is liable to the penalty established in art. 2635, para. 1, as reduced by one third if the offer or
promise is not accepted.

The penalty referred to in the first paragraph is applied to the directors, general managers, managers
responsible for preparing the corporate accounting documents, statutory auditors and liquidators of
private companies and entities and to persons who work for them with executive functions, who,
directly or indirectly, request for themselves or others cash or other undue benefits, or a promise of
such payments, to perform or omit a deed in violation of the duties associated with their position and
the requirement for loyalty, if the request is not accepted.

These offenses are punishable if the offended party lodges a claim.”

The risk of committing an offense principally arises in relation to functions involved in processes that
involve third parties who may be corruptible, thus damaging their companies for the benefit of I.M.M.
Hydraulics S.p.A.
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lllegal influence over the shareholders’ meeting (art. 2636 c.c.)
The typical criminal conduct involves the adoption of simulated acts or fraud to establish a majority
at the shareholders’ meeting (event offense) in order to secure an unjust profit for self or for others

(willful misconduct).

The offense is considered to be a “common breach of law” in that it may be committed by anyone,
including persons unrelated to the company.

Protection against fraud

Market manipulation (art. 2637 c.c.)

This offense, involving the spread of false news or the creation of simulated transactions or other
stratagems designed to alter significantly the price of financial instruments that are not listed, or for
which no application for admission to trading in a regulated market has been made, or to affect
significantly the confidence of the public regarding the financial stability of banks or groups of banks,
is punishable by imprisonment for between one and five years.

This offense is also considered to be a “common breach of law” in that it may be committed by anyone.

Protection of supervisory functions

Obstruction of the duties of the public supervisory authorities (art. 2638 c.c.)

The legislation identifies two possible types of offense, depending on the specific conduct and the
time of commission of the crime:

- the first occurs on making communications envisaged by law to the supervisory authorities, in
order to impede the performance of their functions, that contain material facts not
corresponding to the truth, even if still subject to assessment, concerning the economic and
financial position and cash flows of the entity subject to supervision, or on concealing facts, in
whole or in part, by other fraudulent methods. that should have been communicated about the
situation (subsection 1);

- the second involves simple obstruction of the performance of the supervisory functions, carried out
deliberately in any form, including by the omission of communications due to the supervisory

authorities (subsection 2).

It is specified that:
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- the first hypothesis focuses on a conduct of misrepresentation that pursues the specific goal of
preventing the supervisory function (willful misconduct);

- the second situation concerns an event offense (obstruction of the performance of supervisory
functions) carried out in any form, including omissions, the subjective element of which is
construed as general misconduct.

The perpetrators of both the possible offenses described above are directors, general managers,
managers responsible for preparing company accounting documents, statutory auditors and liquidators.

8.2 [omissis]

8.3 Recipients of the Special Part

The recipients of this Special Part are the persons identified in relation to the specific offense
(directors, statutory auditors, employees, etc.), “Senior Persons”, and employees subject to
supervision and control by the Senior Persons in the areas of activity at risk, hereinafter together
referred to as “Recipients”.

The law extends the definition of directors, responsible managers, general managers, statutory
auditors and liquidators to those parties who carry out the same functions on a “de facto” basis. In
fact, pursuant to art. 2639 of the Italian Civil Code, both the persons responsible for carrying out a
function and those who exercise the related powers on an ongoing and significant basis are deemed
to be liable if the identified corporate offenses are committed.

The objective of this Special Part is to prevent commitment of the offenses envisaged in the Decree
by ensuring that:

- all the Recipients as identified above are fully aware of the significance of the
reprimanded forms of conduct, and
- therefore, adopt rules of conduct that comply with the requirements of the Decree.
8.4 General rules of conduct
This Special Part expressly bans Recipients from:
- adopting, collaborating, or giving cause for the adoption of types of conduct such that

could correspond to the commission of offenses as considered above (art. 25-ter of the
Decree);
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- adopting, collaborating, or causing to be adopted forms of conduct which, although not
such as to constitute in themselves the commission of the offenses among these
considered above, may potentially become so.

This Special Part consequently places an express obligation on the Recipients to:

1. behave in a proper, transparent and collaborative manner, in compliance with the law and internal
company procedures, in all activities contributing to preparation of the financial statements and
other corporate communications;

2. observe strictly all regulations imposed by law to protect the integrity and wholeness of the share
capital and act always in compliance with the internal procedures based on such regulations, in
order to avoid harming the guarantees of creditors and third parties in general;

3. ensure the proper operation of the company and the corporate bodies, guaranteeing and
facilitating all forms of internal control over operations envisaged by law, and free and proper
decision making at shareholders’ meetings;

4. observe the rules governing proper determination of the prices of financial instruments, strictly
avoiding any conduct that might cause significant price fluctuations in relation to the real market
situation;

5. make, in a timely manner and with fairness and good faith, all the communications to the
Supervisory Authorities envisaged by law and the regulations, without impeding in any way the
performance of their supervisory functions;

6. as required for the management of relations with the public administration or the providers of
public services, behave in a proper and transparent manner with all private parties with which the
Company maintains relations of any kind.

In particular, in the context of the foregoing, it is forbidden:
e with reference to point 1 above:

i to present or transmit for processing, communication (including communication to
banks) and reporting in financial statements, reports, schedules or other corporate
communications, false, incomplete or, in any case, untrue data about the economic and
financial position of the Company and the Group or about agreements and
understandings that involve the Company and the Group in economic and financial
obligations towards third parties;

i  to omit the communication of data and information required by law concerning the
economic and financial situation of the Company and the Group;
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iii to alter data and information to be included in corporate communications, reports,
schedules, etc.;

iv to describe data and information in a manner that does not reflect a proper assessment of
the economic and financial situation of the Company and the performance of the business;

v to compromise the comprehensibility of corporate communications by disproportionately
increasing the amount of data, information and descriptive detail provided with respect to
the real information needs of users;

o with reference to point 2 above:

i to return contributions to shareholders, or release them from the obligation to make
contributions, except in cases involving the legitimate reduction of share capital;

i to distribute profits or advances on profits not actually earned or allocated by law to
reserves;

iii  to create or increase share capital in a fictitious manner;

iv to divert company assets on liquidation of the company away from the creditors,
distributing them among the shareholders before paying the creditors or before
allocating the funds needed to pay them;

o  with reference to point 3 above:

i tobehave in a manner that tangibly prevents, through the concealment of documents or
the use of other fraudulent measures, or that anyway obstructs the performance of
control activities or the audit of operations by the Board of Statutory Auditors or the legal
auditing firms, or inspections by shareholders;

i  to determine or influence the adoption of resolutions at the shareholders’ meeting, by
performing simulated or fraudulent acts aimed at altering the proper decision-making
process followed at the meeting;

o with reference to point 4 above:

i to publish or disseminate false information or perform simulated operations or engage
in other forms of conduct of a fraudulent or deceitful nature regarding listed or unlisted
financial instruments and such as to significantly affect their prices (price sensitivity);

i to publish or disseminate false information or perform simulated operations or engage
in other forms of conduct of a fraudulent or deceitful nature such as to disseminate
distrust among the public in relation to banks or banking groups, impairing their image
of stability and liquidity;

e  with reference to point 5 above:

i to neglect to make, with the due quality and punctuality, all the periodic notifications
envisaged by law and sector regulations to the Supervisory Authorities to which the
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Company and/or the Group are subject, and to neglect to transmit the data and
documents envisaged by the regulations and/or specifically requested by the foregoing
Authorities;

i  to describe untruthful events or facts in the foregoing communications and
transmissions, or conceal significant facts about the economic, financial or commercial
conditions faced by the Company;

i to adopt any form of conduct that obstructs the performance of supervisory functions,
including inspections by the Public Supervisory Authorities, such as conduct involving
express opposition, excuses, obstructionist behavior and unhelpfulness, including
delays in making communications