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ANNUAL CORPORATE GOVERNANCE REPORT FOR LISTED COMPANIES

A.1 Complete the table below with details of the capital stock of the Company:

Date of last Share capital(€) Number of shares Number of voting
change rights
14-09-2007 32,826,507.80 164,132,539 164,132,539

Please indicate whether there are different classes of shares with different associated rights:

Yes |:| No

Class Number of Shares Par Value Number of Votes Associated Rights

A.2. Please provide details of the Company’s significant direct and indirect
Shareholders at year end, excluding any Directors:

Name of Shareholder Number of Direct Votes Number of Indirect Percentage of Total

Votes(*) Votes
Sociedad Estatal de
Participaciones Indus-
triales, S.A. 33,057,734 0 20.14
Corporacion Financiera
Alba, S.A. 0 18,587,155 1132
Lolland, S.A. 0 6,566,248 4.00
FMR LLC 0 16,350,785 39,96
INVESCO LIMITED 0 8,319,395 5.07
(*) CORPORACION FINANCIERA ALBA, S.A. THROUGH:
Name of Direct Shareholder Number of Direct Votes Percentage of Total Votes
ALBA Participaciones, S.A. 18,587,155 11.32
(*) LOLLAND, S.A. THROUGH:
Name of Direct Shareholder Number of Direct Votes Percentage of Total Votes
(Casa Grande de Cartagena, S.LU. 6,566,248 4.00

(*) FMR LLC THROUGH:

Name of Direct Shareholder Number of Direct Votes Percentage of Total Votes

FID LOW PRICED STOCK FUND

Y OTROS 16,350,795 9.96
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(*) INVESCO LIMITED THROUGH:

Name of Direct Shareholder Number of Direct Votes Percentage of Total Votes

INVESCO ASSET MANAGEMENT 395
LIMITED

INVESCO FUND MANAGERS 097
LIMITED

INVESCO ASSET MANAGEMENT 0.14
SA FRANCE

PLEASE INDICATE SIGNIFICANT CHANGES IN COMPANY SHAREHOLDER (HEREINAFTER
“SHAREHOLDER") COMPOSITION DURING THE FISCAL YEAR:

Name of Direct Shareholder Date of Change Percentage of Total Votes
Banco Financiero y de Ahorros, S.A. 2/8/2013 Share ownership dropped below 20%
ﬁ%ﬂigﬁ;gg%ﬁl de Participaciones 2/8/2013 Share ownership rose above 20%
Liberbank, S.A. 5/08/2013 Share ownership dropped below 5%
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A.3 In the following tables, list the members of the Board of Directors
(hereinafter "Directors”) with voting rights in the company:

Name of Director Number of Direct Votes Number of Indirect Votes  Percentage of Voting

Rights
Isabel Aguilera Navarro 28,686 0 0017
Javier de Andrés Gonzdlez 116,200 0 0071
Juan Carlos Aparicio Pérez 292 0 0.000
Casa Grande de Cartagena, 6,566,248 0 4.007
SLU
Daniel Garcia-Pita Peman 1274 47,269 0.030
Lufs Lada Diaz 24,260 0 0015
Juan March de la Lastra 19,391 0 0012
Santos Martinez-Conde 7497 0 0.005
Gutierrez-Barquin
Adolfo Menéndez 767 0 0.000
Menéndez
Javier Monzén de Caceres 352,895 0 0215
Monica De Oriol Icaza 22,042 0 0013
Ignacio Santillana del 12,203 0 0.007
Barrio
Rosa Sugrafies Arimany 24,333 0 0015
Alberto Terol Esteban 17522 0 0011
Total percentage of voting rights held by the Board of Directors 4412
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PLEASE COMPLETE THE FOLLOWING TABLES WITH DETAILS OF THE COMPANY'S DIREC-
TORS WHO OWN COMPANY SHARE OPTIONS:

Name of Director Number of

Equivalent Shares

Number of Direct
Option Rights

Percentage of Total
Voting Rights

Percentage of Total
Voting Rights

A.4 If applicable, indicate any family, commercial, contractual or corporate
relationships that exist among significant shareholders to the extent that they
are known to the company, unless they are insignificant or arise in the ordinary
course of business:

Name of Related Party Nature of Relationship Brief Description

A.5 If applicable, indicate any commercial, contractual or corporate relationships
that exist between significant shareholders and the company and/or group,
unless they are insignificant or arise in the ordinary course of business:

Name of Related Party Nature of Relationship Brief Description

A.6 Indicate whether the Company has been notified of any shareholder agree-
ments that may affect it, in accordance with Article 112 of the Ley del Mercado
de Valores (“Spanish Securities Market Law” or “LMV").

Yes |:| No ¥

Parties to the Shareholder Agreement Percentage of Affected Shares Brief Description of the Agreement

Indicate whether the Company is aware of any coordinated actions among its Shareholders. If so,
provide a brief description:

si [ No

Parties to the Shareholder Agreement  Percentage of Affected Shares Brief Description of the Agreement

IT any of the aforementioned agreements or coordinated acts have been modified or terminated dur-
ing the year, please specify expressly:

A.7 Indicate whether any individual or company exercises or may exercise

control over the Company in accordance with Article 4 of the LMV. If so, please
identify them:

Yes D No

Name of Individual or Company

Remarks:
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A.8 Complete the following table with details of the company’s treasury shares:

AT THE CLOSE OF THE FISCAL YEAR:

Number of Direct Shares Number of Indirect Shares (*) Total Percentage of Share Capital
103358 0,06

(*) THROUGH:

Name of Direct Shareholder Number of Direct Shares

Total:

DETAIL ANY SIGNIFICANT CHANGES DURING THE FISCAL YEAR IN ACCORDANCE WITH ROYAL
DECREE 1362/2007:

Date of Notification Total Number of Direct Total Number of Indirect Total Percentage of

Shares Acquired Shares Acquired Share Capital

15 March 2013 1,700,548 0
10 May 2013 1,670,935 0 1.036
27 |une 2013 1,648,518 0 1018
29 August 2013 1,649,274 0 1.004
06 November 2013 1,760,173 0 1.005
19 December 2013 1,647,641 0 1.072
Gains/(losses) from disposal of treasury shares during the financial year 758 m€

A.9. Provide a detailed description of the conditions and term of the authority given
to the Board of Directors (hereinafter, the “Board”) at the Annual Shareholders Meet-
ing (hereinafter, “Meeting”) to acquire or alienate treasury shares:
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At the Meeting held on 24 June 2010, under Item 5 of the agenda and with a favourable vote of
90,44% of the capital present, the Shareholders agreed:

“To authorise the Board of Directors to buy back the Company’s own shares by acquiring them on the
stock exchange, either directly or through subsidiaries, as well as preemptive rights to the same by
any means allowed by law, with the express authority to sell or cancel them.

Acquisition may be carried out whenever the Board deems convenient up to a maximum of 10% of
share capital, at a maximum price of 30 euros per share and with no minimum price limit.

As provided in Article 75,1 of the Ley de Sociedades de Capital (“Spanish Corporations Act” or “LSA"),
the acquired shares or option rights to those shares may be subsequently granted to Directors, man-
agement personnel and employees of the Company either directly or by exercise of options.

This authorisation is valid for 5 years as of the date of approval and renders null and void the previ-
ous autharisation approved at the Annual Shareholders Meeting held on 25 June 2008,

A.10 Indicate whether there are any restrictions placed on transfer of shares
and/or any restrictions on voting rights. In particular, indicate the existence
of any type of restriction that may inhibit a takeover attempt of the company
through acquisition of its shares on the market.

Yes D No

Description of Restrictions:



Chapter 3 ¢ Consolidated Directors’ Report

161

—

A.11 Indicate if the Shareholders have resolved at a Meeting to adopt mea-
sures to neutralise a take-over bid pursuant to the provisions of Law 6/2007:

Yes D No

IT so, please explain the measures approved and the terms under which such limitations would
cease to apply:

A.12. Indicate if the company has issued shares which are not traded on an
€U regulated market.

Yes D No

IT so, please list each type of share and the rights and obligations conferred on each.
B. ANNUAL MEETING

B.1 Indicate whether there are any differences between the quora established
by the Ley de Sociedades de Capital (“Spanish Corporations Act”, hereafter
“LSC”) for Annual Meetings and those set by the company and if so, describe
them in detail:

% quorum different from that
contained in art. 193 LSC for
general matters

% quorum different from that
contained in art. 194 LSC for
special resolutions.

No

Quorum required on 1st call
Quorum required on 2nd call

Description of differences

B.2. Indicate whether there are any differences in the company’s manner of
adopting corporate resolutions and the manner for adopting corporate resolu-
tions described by the LSC and, if so, explain:

Yes |:| No I

Describe how it is different from that contained in the LSC.

Supermajority different from that Other matters requiring a
established in art. 201.2 LSC for art.  supermajority
194.1 matters

% by the company for adoption of
resolutions

Describe the Differences

B.3. Indicate the rules for amending the company’s bylaws. In particular,
indicate the majorities required for amendment of the bylaws and any
provisions in place to protect shareholders’ rights in the event of amendment of
the bylaws.

Shareholders at Meetings have the right to decide all matters attributed to them by law, in particular
amendment of the Bylaws, except where, pursuant to applicable law, this power rests in the Board of
Directors.

The Bylaws do not contain any provisions regarding adoption of resolutions amending the Bylaws in
conflict with that contained in the current version of the LSC. Specifically, in accordance with Article
194 LSC, in order for the Bylaws to be validly amended at either an Annual or at an Extraordinary
Meeting, at first call there must be agreement of Shareholders present either in person or by proxy
that represent at least 50% of subscribed capital with voting rights; at second call 25% is sufficient.
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Additionally, in accordance with Article 201 LSC, in order to modify the Bylaws a two thirds major-
ity of the voting capital in attendance must vote in favour whenever attendance at second call is
between 25% and 50%.

B.4. Give details of attendance at annual shareholder meetings held during the
year of this report and the previous year:

Attendance data

% Remote Voting
Date of Annual % Physically % Present by Electronic Other Total
Meeting Present Proxy Voting
27 June 2013 37.04 3475 002 184 73.65%
21 June 2012 255 6.12 001 081 66.49%

B.5. Indicate if the bylaws contain any restrictions requiring a minimum number
of shares to attend annual shareholder meetings:

Yes D No I

Number of shares required to attend Annual Meetings

INDRA e Consolidated Annual Accounts and Consolidated Directors’ Report

B.6. Indicate whether it has been decided that certain decisions which entail a
structural modification of the Company (subsidiarisation, buying or selling of
essential operating assets, transactions equivalent to liquidation of the Com-
pany...) must be submitted for approval at an annual shareholder meeting even
when not expressly required under Spanish Commercial Law.

Yes No |:|

B.7. State the address and manner of access to the page on the company web-
site where one may find information on corporate governance and other infor-
mation regarding annual shareholder meetings that must be made available to
shareholders through the company website.

The URL of the Company website is www.indra.es.
Under the "Accionistas e Inversores” tab ["Investor relations” in the English site] one may find, among

other hot buttons, “Gobierno Corporativo” ["Corporate governance’] and “Junta General de Accionistas

["General shareholders meeting”].
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C. COMPANY ADMINISTRATIVE STRUCTURE
C.1 Board of Directors

Indicate if any Directors have left the Board during the period subject to this report:

c.1.1 MAXIMUM AND MINIMUM NUMBER OF DIRECTORS ESTABLISHED IN THE Name of Director Director Type at Time of Leaving Date Director Left
BYLAWS: Administradora Valtenas. S.L. (Cajastur) Proprietary 27 June, 2013
Maximum Number of Directors 16 Mediacion y Diagnosticos, SA. (Banco Proprietary 30 August, 2013
- . Fi i de Ah ,SA.
Minimum Number of Directors 8 inandeero y de Ahoros 3A)___ ‘
27 June 2013 Participaciones y Cartera de Inversién, S.L. Proprietary 30 August, 2013

(Banco Financiero y de Ahorros, S.A)

C.1.2 PLEASE COMPLETE THE FOLLOWING TABLE REGARDING DIRECTORS:
C.1.3 COMPLETE THE FOLLOWING TABLES REGARDING THE MEMBERS OF THE BOARD
AND THEIR ROLES:

Name of Director  Representative Position on the Date First Named Last Reelection  Method of
Board to Board Date Selection to
Board

e e e e e e e e e e et eanaeeaae.. . EXECUTIVEDIRECTORS
Javier Monzén de Chairman 17 Dec. 1992 21June, 2011 Annual Shareholders
Céceres Meeting . . . . .
Daniel Carcia-Pita Vice-chair 25 une, 2009 21 June, 2012 annual Shareholders Director Name C.ommlttee. which Proposed Position with the Company
Peman Meeting Directorship
JGa(\)/;leéc‘iszAndres CE0 21 June, 2011 21 June 2012 Annual Shareﬁ,r,]sgfn: Javier Monzén de Caceres Nomination, Compensation and Corporate Chairman / CEO

‘ Governance Committee
Isabel Aguilera Navarro Director 27 June, 2005 21 June, 2012 AS. Meeting ; ; ; . ;
Juan Carlos Aparicio Director 26 JSept. 2013 26 JSept. 2013 Cooptation by the Board of Javier de Andrés Gonzalez Nomination, Compgnsatlon and Corporate oo
Pérer Drettore Covernance Committee
Casa Grande de Eusebio Director 21 June, 2007 27)une, 2013 Anual Sharehoiders 10121 Number of Executive Directors e
Cartagena, S.LU Vidal-Ribas Mart Meeting Percentage of Board 14.29
Lufs Lada Diaz Director 21 June, 2007 27 June, 2013 A.S. Meeting
Juan March de la Lastra Director 29 uly, 2009 27 June, 2013 AS. Meeting
Santos Martinez-Conde Director 27 June, 2013 27 June, 2013 AS. Meeting
Gutiérrez-Barquin
Adolfo Menéndez Director 26 Sept, 2013 26 Sept, 2013 Cooptation by the Board of
Menéndez Directors
Ménica de Oriol e Icaza Director 21 June, 2007 27 June, 2013 AS. Meeting
Rosa Sugrafies Arimany Director 26 June, 2008 21 June, 2011 AS. Meeting
Alberto Terol Esteban Director 24 June, 2010 27 June, 2013 AS. Meeting
Ignacio Santillana del Director 21 June, 2011 21 June, 2011 AS. Meeting
Barrio
Total number of Directors 14

INDRA e Consolidated Annual Accounts and Consolidated Directors’ Report
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PROPRIETARY DIRECTORS

Name of Significant
Shareholder Represented or

Name of Director Proposing Directorship

Committee Proposing Directorship

Casa Grande de Cartagena, SLU Nomination, Compensation and Corporate Lolland, S.A.

Governance Committee

Juan March de la Lastra Nomination, Compensation and Corporate Corporacion Financiera Alba, S.A.

CGovernance Committee
Santos Martinez-Conde Gutiérrez- Nomination, Compensation and Corporate Corporacion Financiera Alba, S.A.
Barquin Governance Committee

Juan Carlos Aparicio Pérez Nomination, Compensation and Corporate ~ Sociedad Estatal de Participaciones

Governance Committee Industriales (SEPI)
Adolfo Menéndez Menéndez Nomination, Compensation and Corporate ~ Sociedad Estatal de Participaciones
Governance Committee Industriales (SEPI)

Total Number of Proprietary Directors 5
Percentage of the Boar 3571

CONSEJEROS EXTERNOS INDEPENDIENTES

Isabel Aguilera Navarro

Bornin Sevillain 1960. Architect and Urban Planner, MBA from the Instituto de Empresa, Degree in
Executive Management from IESE. She has spent her career in several IT companies such as Olivetti,
HP/Compaq, Vodafone, and Dell, where she was Chair and Chief Executive for Spain, Portugal and
Italy; NH Hotels, where she was COO; Google Inc. where she was also General Manager for Spain and
Portugal; and General Electric, where she was in charge of Spain and Portugal until May, 2009. Since
October, 2011 she has served as Chair of the Social Council of the Universidad de Sevilla. She is also
an independent director of Banco Mare Nostrum.

Daniel Garcia-Pita Peman
Bornin 1847. Lawyer. He has spent his entire career at the law firm of J&A Garrigues, which he

joined in 1969 and where he is a Managing Partner. He has served as Professor of Business Law at
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the Universidad Central de Madrid, a member of the Governing Board of the Madrid Bar Association.
Legal Counsel to numerous organisations and member of the Board of important listed companies,
Indra among them, where he was non-member Secretary until 2009. Currently he is Director and
non-executive Chair of Banco Inversis, S.A. having been elected Independent Directo by unanimous
consent of the shareholders.

Luis Lada Diaz

Bornin 1949, Telecommunication Engineer and Académico de Nimero of the Royal Academy of
Engineering, with along career in Grupo Telefdnica where he has been head of Telefénica Méviles and
Telefénica de Espafia. Additionally, he has been a director and leading member of many companies and
organizations related to IT.

He is an advisor to Assia Inc, sole director of Ribafuerte, S.L. and director at Telefonica I+D and Gamesa
Corporacién Tecnoldgica, SA.

Ménica de Oriol e Icaza

Bornin 1961, Degree in Economics and Business Administration from the Universidad Complutense
de Madrid and a graduate of the London School of Economics. For years she has combined her busi-
ness career with academic pursuits, as professor at the Universidad Complutense de Madrid, at the
Centro de Estudios Universitarios (CEU) and at Saint Louis University in the United States.

Since 1989 she has been the chief shareholder and founder of Grupo Seguriber and currently is an
Administradora Mancomunada (‘Joint Adminstrator”) of the companies which form the group.
President of the Circuto de Empresarios since March 2012.

Ignacio Santillana

Bornin 1948. Doctorate in Economics. Since December, 2012, Chairman of the Board of Grupo San-
tillana Ediciones, S.L. and a member of the board of Prisa Radio, and Cadena Ser. While at Grupo Prisa
he served as Managing Director. Before that, he spent his career in the United States as Executive
Vice President at G.T.E. and at Telefonica, where he served as CFO, CEO of Telefénica Internacional,
and General Manager of Telefénica. Earlier, he was Chairman of the Empresa Nacional de Inovacion
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and Economist at the Asociacion Espafiola de la Banca Privada.
Other highlights of his career: Chairman of Nokia Espafia and of its Advisory Committee, Director of
Banco Gallego, member of the Advisory Boards of Accenture, Eptisa, AFl y Fundacion Albeniz.

Rosa Sugraies Arimany

Bornin 1857. Degree in Business Administration. Founding member and Chairman of the Board of
Directors of Iberia Tiles. Was a member of the board of Florida East Coast Industries from 2006 until
the company was sold.

Member of the board of Sabadell United Bank in Florida (USA) (Grupo Banco Sabadell) and of Grupo
Rosa Gres de Barcelona.

Alberto Terol Esteban

Bornin 1955, Degree in Economics and Business Administration from the Universidad Complutense
de Madrid. He began his career at Arthur Andersen where he was made partner and headed various
projects. He was a member of the Board of Partners of Andersen Worldwide and of the Executive
Committee in Europe. He has been Managing Partner of Garrigues-Andersen. He filled the post of
head of Europe for Andersen for a year and a half, and was a member of the Worldwide Executive
Committee. He was also a member of the Executive Committee for Deloitte, where he was head of
Latin America and later of Europe, Middle East and Africa. Currently he is Chairman and CEO of sev-
eral family businesses and independent director at OHL, S.A. where he is head of the Audit, Compli-
ance and Corporate Social Responsibility Committee, and independent director at AKTUA Soluciones

Financieras, S.L.

Number of Independent Directors 7
Percentage of the Boar 50
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Indicate whether any Independent Director receives from the Company or any company
in the group any amount or benefit other than compensation as a Director, or has or has
had a business relationship with the Company or any company in the group during the
past year, whether in his/her own name or as a significant shareholder, director or senior
executive of a company which has or has had such a relationship.

If such is the case, include a statement by the board explaining why it believes that the
Director in question can perform his/her duties as an independent director.

Ménica de Oriol e Icaza

Rendering of services to Indra by a company with ties to a Director.

Director Mrs. de Oriol directly and indirectly controls 58% of the shares and is CEQ of Seguriber-Uma-
no group, which provides security services to Indra. This group is the result of a merger between
Seguriber and Umano at the beginning of 2012. Mrs. de Oriol was already a controlling shareholder
and CEQ of Seguriber, as had already been made public. Indra has had separate commercial relation-
ships with Umano since 2006 and Seguriber since 2000. Mrs. de Oriol has been an Independent
Director since 2007.

Billing from Seguriber-Umano to Indrain 2012 amounted to 2.881 m€ and 2.582 m€ in 2013. The
above referenced billings with Indra amounted to 2,1 1% of the Seguriber-Umano group's business in
fiscal 2012 and 2,46% in fiscal 201 3.
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Contracts with Indra for these services are done on an annual basis and selection of a provider is
done following strict criteria of commercial advantage for the Company and competitive price and
quality, such that all services contracted with Seguriber-Umano are under market conditions and
without preferential treatment. At the time of assessing continuance and eventual renewal of
services rendered by this type of company, one must pay particular attention to the importance that
such security services play in the activities and facilities of a company like Indra.

When the contract was renewed in 2013, it was noted that billing volume increased in 2012 due

to the unexpected merger of Seguriber and Umano, causing the business relationship that Indra

had had since 2000 with Umano became a related party’s transaction (billing from Seguriber alone
reached 987 m€ en 2011). After study, it was decided that given the nature of these services it
was in the Company’s best interest to maintain the same level of business with Seguriber-Umano in
2013, For fiscal 2014 a review of these services has been undertaken so that billing from Segurib-
er-umano should amount to approximately 1% of its total business.

The Nomination, Compensation and Corporate Governance Committee and the Board have con-
sidered these circumstances and believe that, taking into account the reduced proportion of the
Seguriber-Umano group's business which Indra represents, the nature and characteristics of security
services, as well as the professional profile and other qualities found in Mrs. de Oriol, that this busi-
ness relationship should not affect her independence in the exercise of her duties as a Director at

Indra.

OTHER OUTSIDE DIRECTORS

Name of the Director Committee which Reported on or Proposed Nomination

Number of Outside Directors
Percentage of the Board
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Explain why these Directors are considered neither Proprietary or Independent, and
detail their ties with the Company or its management or shareholders:

Company, Director or Shareholder
to whom the Director is Connected

Name of Director Reason

Indicate any changes in status that have occurred during the period for each Director:

Name of Director Date of Change Prior Status Current Status
Number of Female Directors % of Directors for each Type
t t-1 t-2 t-3 t t-1 t-2 t-3

Executive 0 0 0 0 0 0 0 0
Proprietary 0 0 0 0 0 0 0 0
Independent 3 3 3 3 42.85 42.85 42.85 42.85
Other Outside 0 0 0 0 0 0 0 0
Total 3 3 3 3 2142 20.13 20 2142
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Description of Means

Board Rules provide in Article 20.4.a) that the Nomination, Compensation and Corporate Governance
Committee has within its responsibilities that of ensuring that selection procedures for members

of the Board of Directors incorporate criteria that favor gender diversity in the composition of the
Board.

Explanation of Means

Article 21.3 of the Board Rules establishes that any individual proposed for appointment must be of
goaod personal and professional reputation, sufficiently capable of working with dedication and have
no interests that are incompatible with the position involved.

Furthermore, Article 9 of the Board Rules states that the Board and the Nomination, Compensation
and Corporate Governance Committee must take particular care to apply the criteria and policies
intended to increase gender diversity on the Board during the process of selecting individuals to
become Directors.

In order to reach that goal, Article 20.4.a) of the Board Rules provides that the Nomination, Com-
pensation and Corporate Governance Committee is responsible for, inter alia, ensuring that selection
procedures include criteria conducive to gender diversity on the Board.
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Since prior to 2005 the Board has been especially careful to ensure that, when new Directors are to
join, particularly Independent Directors, the Company achieve greater gender diversity in its govern-
ing bodies.

These criteria set out in the Board Rules were applied for the first time in 2005, with the afore-
mentioned appointment of Ms. Isabel Aguilera as Independent Director. This process continued in
2007 with the appointment of Ms, Ménica de Oriol and in 2008 with the appointment of Ms. Rosa
Sugrafies as Independent Directors.

The three female Directors account for 21.42% of the total number of Directors, 25% of external Di-
rectors (Independent plus Proprietary), and 42.86% of Independent Directors, which is the category
in which the Board is most capable of exercising its influence by applying gender diversity policies.

It is important to note that the Executive Directors, the Chairman, and the CEO are all male. As

for Proprietary Directors, the Board of Directors and the Nomination, Compensation and Corporate
Governance Committee can only recommend that Shareholders consider assigning women to posi-
tions as Directors in representation of their equity interest, although this depends on women holding
top-level positions in their respective organisations, as it is in the interest of the Company that
Proprietary Directors be selected from the highest levels of its Shareholders’ organisations. Itis with
Independent Directors that the Board and the Nomination, Compensation and Corparate Governance
Committee have more capacity to make changes as they can consider a much larger number of
potential candidates for the position of Director.

In the event that there are few or no female Directors in spite of any measures adopted,
please explain the reasons that justify such a situation:

Explanation of Reasons
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The following are Directors who during fiscal 2013 were Board members in representation of the
interests of significant shareholders:

Casa Grande de Cartagena, S.L.U, represented by Mr. Eusebio Vidal-Ribas, representing the
proprietary interests of shareholder Lolland, S.A.

Administradora Valtenas, S.L, represented by Mr. Felipe Fernandez Fernandez, until June, 2013,
Juan March de la Lastra, representing the proprietary interests of Corporacién Financiera Alba,
SA.

Santos Martinez-Conde Gutiérrez-Barquin, since July, 2013, representing the proprietary
interests of Corporacién Financiera Alba, S.A.

Mediacién y Diagnosticos, S.A, represented by Mr. Manuel Lagares Goémez-Abascal,

representing the Proprietary interests of Banco Financiero y de Ahorros, S.A. (BFA) until August,

2013,

Participaciones y Cartera de Inversién, S.L, represented by Mr, Carlos Stilianopoulos

until February, 2013, when the shareholder informed Indra of a change in its personal
representative to Mr. Gonzalo Alcubilla Povedano, also representing the proprietary interests of
BFA until August, 201 3.

Juan Carlos Aparicio Pérez, representing the proprietary interests of SEPI since September,
2013,

Adolfo Menéndez Menéndez, representing the proprietary interests of SEPI since September,
2013,
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Name of Shareholder Reason

Indicate whether the Board has failed to meet any formal requests for membership from
Shareholders whose equity interest is equal to or higher than that of others at whose
request proprietary directors have been appointed. If this is the case, please explain why
the aforementioned requests were not met.

Yes D No

Name of Shareholder Explanation
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Name of Director Reason for Departure

The Director resigned pursuant to article 24.2.f) of the
Board Rules after Banco Financiero y de Ahorros, S.A.
(Bankia) sold all of its Indra shares to Sociedad Estatal
de Participaciones Industriales (SEPI).

Mediacion y Diagnosticos, S.A.

The Director resigned pursuant to article 24.2.f) of the
Board Rules after Banco Financiero y de Ahorros, S.A.
(Bankia) sold all of its Indra shares to Sociedad Estatal
de Participaciones Industriales (SEPI).

Participaciones y Cartera de Inversion, S.L.

C.1.10. IDENTIFY THE POWERS DELEGATED TO THE CEO/S, IF ANY:

Name of Director Brief Description

Javier Monzén de Caceres
by law or by virtue of the Bylaws and Article 5 of the
Board Rules, be delegated.

All the powers of the Board except those that may not,

Javier de Andrés Gonzélez
Dy law or by virtue of the Bylaws and Article 5 of the
Board Rules, be delegated.

C.1.11. IDENTIFY ANY MEMBERS OF THE BOARD WHO ARE ALSO DIRECTORS OR
OFFICERS IN OTHER COMPANIES IN THE GROUP OF WHICH THE LISTED COMPANY IS A
MEMBER:

Name of Director Name of Group Member Position

INDRA e Consolidated Annual Accounts and Consolidated Directors’ Report

All the powers of the Board except those that may not,

C.1.12. LIST ANY DIRECTORS OF YOUR COMPANY WHO ARE MEMBERS OF THE BOARD
OF DIRECTORS OF OTHER COMPANIES LISTED ON OFFICIAL SECURITIES MARKETS
OTHER THAN GROUP COMPANIES, AND HAVE COMMUNICATED THAT STATUS TO THE
COMPANY:

Name of Director Name of Listed Company Position

Luis Lada Diaz Gamesa Corporacién Tecnoldgica, SA.  Director

Juan March de la Lastra Corporacion Financiera Alba, SA. Vice Chair
ACS Actividades de Construccion y Director
Servicios, SA.
Javier Monzon de Caceres ACS Actividades de Director
Construcciény Servicios, SA.
Lagardére, S.CA. (Francia) Director
Alberto Terol OHL, SA. Director
International Consolidated Airlines Director
Group, SA.
Ménica de Oriol OHL, SA. Director
Santos Martinez-Conde Corporacion Financiera Alba, SA. CEO
Gutiérrez-Barquin ACS Actividades de Construccion y Director
Servicios, SA.
Acerinox, SA. Director

C.1.13. INDICATE WHETHER THE COMPANY HAS ESTABLISHED RULES CONCERNING
THE NUMBER OF BOARDS ON WHICH ITS DIRECTORS MAY HOLD SEATS, PROVIDING
DETAILS IF APPLICABLE:

Yes [ No [ ]

Explanation of the rules

Article 35 of the Board Rules establishes that a Director must devote the time and effort necessary

to carry out his functions adequately. Therefore, Directors must inform the Board of any activities
that could significantly affect their dedication to the Company. So far as the number of other boards
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to which a Director may belong is concerned, the general rule is that the Director may not belong to C.1.16 IDENTIFY SENIOR MANAGEMENT WHO ARE NOT EXECUTIVE DIRECTORS, AND
so many that it interferes with the Director's dedication to the post of Director at Indra. That number ~ THEIR TOTAL COMPENSATION ACCRUED DURING THE YEAR:
may be distinct for each Director, depending upon the personal and professional circumstances of

each individual, taking into account principally the following factors: the amount of dedication that Name Position
each of the other administrative bodies demands, and the demands required by the Director's posi- =~~~ "~ """ """ """~ T o
Juan Carlos Baena Martin General Manager
tion in management in any other company. Emilio Diaz Expdsito General Manager
Emma Fernandez Alonso General Manager
Rafael Gallego Carbonell General Manager
C.1.14 INDICATE THE POLICIES AND STRATEGIES OF THE COMPANY ARE GENERALLY Santiago Roura Lama General Manager
RESERVED FOR APPROVAL BY THE BOARD AT ITS PLENARY SESSIONS: Carlos Damian Suarez Perez General Manager
Juan Tinao Martin-Pefia General Manager
Si No Total Senior Management Compensation (in 1000’s of euros) 7,339

Investment and finance policy u
Definition of group structure u
Corporate governance policy [ | C.1.17 IDENTIFY ANY DIRECTORS WHO ARE ALSO MEMBERS OF THE BOARD
Corporate social responsibility policy = OF DIRECTORS OF SIGNIFICANT SHAREHOLDERS AND/OR ENTITIES WITHIN THE
Strategic or business plan, annual management goals
and budget u SHAREHOLDER’S GROUP:
Compensation policy and performance evaluation for senior management u
Risk control and management policy, as well as regular monitoring of internal -
information and control systems
Policy on dividends and treasury stock, particularly their limits [ |
Name of Director Name of Significant Shareholder Post
C.1.15 INDICATE TOTAL COMPENSATION RECEIVED BY THE BOARD OF DIRECTORS: e S
............................................................ . JuanMarch delaLastra Corporacién Financiera Alba, S.A. Vice Chair
Board compensation (thousands of euros) 6,754 Banca March, SA. Vice Chair
: . Artd Capital, SCRCR, SA. Director
Amount of total compensation which corresponds to , ) .
o 0 Deya Capital, S.CR, SA. Director
vested pension interests (thousands of euros) — .
Total Board compensation (thousands of euros) 6,754 Santo:s Martinez-Conde Gutiérrez-  Corporacion Financiera Alba, S.A. pEO
Barguin Banca March, SA. Director
Alba Participaciones, S.A. Chairman
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Please detail any relevant relationships, other than those presented immediately above,
between members of the board of directors and significant shareholders of the Company
and/or of companies within the group:

Name of Associated Director Name of Associated Significant

Shareholder

Description of the Relationship

(Casa Grande de Cartagena, S.LU Lolland, SAA. Parent Company

Yes No D

Description of Amendment

In its session of 9 May, 2013, the Board of Directors unanimously agreed to amend Article 29 of the
Board Rules, subject to approval of changes to Article 27 of the Bylaws by the Shareholders at the
next Annual Meeting, which changes would bring about the need for such amendment.

Under Item Six of the Agenda of the Annual Meeting held 27 June, 2013 the above mentioned
changes to Article 27 of the Bylaws were approved regarding Board compensation, such that
compensation received by Executive Directors by virtue of their contractual relationships with the
Company in exercise of duties delegated to them by the Board of Directors be considered part of the
compensation received by the Board for all purposes.
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As aresult of this change to the Bylaws, the Board of Directors agreed to modify sections 1 and 2
of Article 29 of the Board Rules in order to harmonize it with the new wording of Article 27 of the
Bylaws.

Pursuant to Article 528 of the Ley de Sociedades de Capital (“Spanish Corporations Act” or "LSC"),
Shareholders were informed of the changes to the Board Rules at the Meeting held 27 June, 2013,

This amendment of the Board Rules was communicated to the CNMV and filed with the Registro
Mercantil de Madrid ("Madrid Business Registry”) and immediately upon communication to the CNMV
the new version of the Rules in effect was made available for review on the Company web page
(www.Indra.es) under the section for Shareholders and Investors, Corporate Governance area.

1. Selection

Article 21.3 of the Board Rules establishes that any individual proposed for appointment must be of
good personal and professional reputation, sufficiently capable of working with dedication, and have
no interests that are incompatible with the position involved. Section 4 of this article provides that
within the scope of their duties, the Nomination, Compensation and Corporate Governance Commit-
tee must rigorously examine those persons nominated to fill the post of independent director.
Furthermore, Article 9 of the Board Rules gives the following qualitative compositional requirements
for the Board of Directors:

- That external Directors represent a substantially larger component than Executive Directors.

- That the group of external Directors should include as Proprietary Directors representatives of
major Shareholders.
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- That in order to establish a balance between Proprietary and Independent Directors, focus should be on
the Company shareholder structure, considering the importance of equity stake as well as the degree of

permanence and strategic company connections with the holders thereof.

- That the Board, along with the Nomination, Compensation and Corporate Governance Committee, should
be especially vigilant that criteria and policies used in the selection of Directors promote gender diversity.

Additionaly, in crafting proposals for reelection and appointment of directors that it submits to Meetings,
the Board, after a favourable report from the Nomination, Compensation and Corporate Governance Com-
mittee, evaluates the following criteria in its selection of candidates:

- The they include sufficient knowledge, experience and ability in the following areas: (i) knowledge of the
sectors in which the Company operates; (ii) finance and economics; (i) management of highly qualified
human resources; (iv) the general economic environment and geographic markets most important to the
Company; and (v) management and entrepreneurship.

- Ability for dedication required for the fulfilment of the role post.

2. Appointment and Re-election:

As established in Article 21 of the Board Rules, members are nominated, re-elected or ratified by the
Shareholders at Meetings or by the Board in application of the provisions set forth in the LSC and the
Bylaws.

Proposals for the appointment, re-election and removal of Directors submitted by the Board to Meetings
for Shareholder consideration, and any decisions taken by the Board pursuant to its co-opting powers
must be based on a proposal by the Nomination, Compensation and Corporate Governance Committee in
the case of Independent Directors and a report from the Committee in any other cases.
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If the Board does not follow the recommendations expressed by the Nomination, Compensation and
Corporate Governance Committee, it must explain its reasons and enter them into the record in the
minutes.

Any individual proposed for appointment must have a good personal and professional reputation,
sufficient capacity to commit to the post, and no interests incompatible with the position involved.

The criteria applicable to Directors also apply to natural persons representing artificial person Share-
holders.

The Board and the Nomination, Compensation and Corporate Governance Committee should be
extremely rigorous when considering individuals proposed for positions as Independent Directors.

Under Article 21 of the Board Rules, the Board shall present each proposal for the appointment or
re-election of its members to the Shareholders at Meetings to vote on separately. Any re-election of
Directors shall undergo formal review equal to that applied when appointing new Directors.

3. Evaluation:

Pursuant to Article 14 of the Board Rules, the Board performs an annual evaluation of its proceed-
ings and the quality of its work, as well as those of its committees. For this purpose, each of these
bodies performs its own evaluation and prepares a report on its activities and actions during the
year, which is then submitted to the Board. The Report on the Activities of the Audit and Compli-
ance Committee for 2013 will be published, along with the rest of the information made available to
Shareholders, upon first call of the Annual Shareholders Meeting.

In order to carry out the evaluation for fiscal 2012, the Board contracted with the independent advi-
sor Egon Zehnder, which firm also carried out the same evaluation for fiscal 2008,
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The process consisted in (i) the completion of a thorough questionnaire relating to the structure,
composition and workings of the Board and its committees, which were evaluated individually for
each board member and (i) an interview with each Director conducted by an advisor.

The evaluation process eded with a satisfactory opinion of its performance and the quality of the
Board's work and that of its committees in fiscal 2012, and a recommendation to analyze the recom-
mendations contained in the report from Egon Zehnder.

Furthermore, the Board must issue an annual evaluation of the work performed by its Chairman both
in this capacity and, separately, as CEO, if applicable.

On the basis of the assessment carried out, the Board unanimously issued a very satisfactory opinion
on the performance of the Chairman of the Board in fiscal 2012.

4. Termination of Directors:

As established in Article 24 of the Board Rules, Directors are relieved of their duties upon removal at
a Meeting, when they announce their resignation from or are fired by the Company, and when their
terms expire.

If, in exceptional circumstances, the Board proposes that an Independent Director be removed before
the end of his or her term, this proposal must be accompanied by good justification and a prior report
from the Nomination, Compensation, and Corporate Governance Committee. If the member in ques-
tion does not step down at the Board's request, the relevant proposal for removal shall be submitted
to the Shareholders at a Meeting.

Article 24 of the Board Rules establishes that the Company must explain the reasons for the removal
of any Directors before completion of their terms in the Annual Corporate Governance Report.
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Yes No D

If so, explain to what degree its self evaluation has promoted significant changes in its
internal organisation and to procedures applicable to its activities:

Description of Changes

As indicated in Section C.1.19 above, during fiscal 2013 the Company performed an evaluation of
the Board and its committees for fiscal 2012, taking advantage of external advisors Egon Zender.
This evaluation process concluded with a satisfactory evaluation regarding the efficacy and quality
of the work performed by the Board and its committees. Internal organisation and procedures were
unchanged.

As established in Article 24 of the Board Rules, Directors, notwithstanding the capacity in which
they have been appointed, must hand in their resignation when requested by the Board, under the
following circumstances:

a) When circumstances arise which are incompatible with, prohibit, or require resignation from service
on the Board in accordance with law.

b) When a Director has seriously breached his or her obligations as a Director, or has committed
an act or omission inconsistent with the duties of diligence and responsibility required in order to

perform the Director's duties.

¢) When continuation of the Director in his or her position may jeopardize the interests of the Com-
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pany or adversely affect its standing or reputation or the functioning of the Board.

d) When the reasons for which the Director was appointed cease to exist.

e) When the Director cannot maintain the necessary dedication to perform his or her duties effec-
tively.

) When a Shareholder represented by a Proprietary Director sells its entire equity interest or reduces
its interest to a level that requires a decrease in the number of Proprietary Directors representing the
Sharehalder,

g) Before the commencement of criminal or administrative action is taken by the Securities Market
supervisory authorities when such action may involve disciplinary proceedings for serious miscon-

duct, if this event may seriously affect the standing and reputation of the Company.

) Should a change occur in the conditions or circumstances concerning an Independent Director that
may strip the Director of independent status.

i) In the event that an Executive Director leaves his management post for any reason when member-

ship on the Board is predicated on the Executive Director's status as a senior manager.

Any Director to whom any of the above situations apply must notify the Company as soon as the
Director becomes aware of the circumstances.
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Yes No D

Measures to limit risks
Articles 11.6 and 12 of the Board Rules establish that a Vice-Chairman must be appointed from

among the Independent Directors, with the authority to:
(i) Call meetings of the Board or include new items on the agenda;

(ii) Call the Board once a year, or include an item on the agenda for a session, 1o assess the perfor-
mance of the Chairman in this capacity and as chief executive of the Company. The Chairman must
be absent from the meeting when this evaluation is discussed and the meeting is to be chaired by
the Vice-Chairman;

(iii) Co-ordinate and attend properly to any concerns expressed by external Directors and, particu-

larly, Independent Directors.

Article 14 of the Board Rules states that the Chairman must call a Board meeting if it is formally re-
quested by a Vice-Chairman or by one-third of the Directors of the Board. If the Chairman is absent
or does not comply with the aforementioned request, any Vice-Chairman or a number of Directors
constituting at least one-third of the Board may call a meeting of the Board.

Any Director may propose issues for discussion by the Board and demand the inclusion of items on
the agenda at any meeting called, as set forth in Article 14 of the Board Rules.
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The Board of Directors has named a Chief Executive Officer to whom it has delegated the same

powers as the Chairman of the Board.

Oversight functions of the Board's committees as well as the fact that, with the exception of the
Executive Committee, they are made up of external Directors only, the majority of whom, as well as
their Chairman, are Independent (Articles 19 and 20 of the Board Rules).

Indicate and, if applicable, explain whether rules have been established to empower an
Independent Director to request that a meeting of the Board be called, or that new items
be included on the agenda, in order to coordinate and reflect the concerns of external
Directors and to manage the evaluation thereof by the Board of Directors.

Yes No [

Explanation of the Rules

As explained in the preceding section, and pursuant to the Board Rules, any Director may propose
issues for discussion by the Board and demand the inclusion of items on the agenda for any meeting
called. Furthermore, any Vice-Chairman, including the Vice-Chairman appointed from among the
Independent Directors, may formally request that the Chairman call a meeting of the Board and, if
the Chairman is absent or does not comply with this request any Vice-Chairman may call a meeting
of the Board.

The Board Rules provide that the Vice-Chairman of the Board appointed from among the Indepen-
dent Directors should co-ordinate and voice the concerns of external Directors and particularly, Inde-
pendent Directors, and is authorised to call a meeting of the Board once a year or include an item on
the agenda for a session to evaluate the performance of the Chairman in this capacity and as chief
executive of the Company.
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Yes D No

If so, please describe any differences:

Description of Differences

Yes [ No

Description of Requirements

Yes No [J

Matters Where the Chairman has a Casting Vote
All, except for sessions which, as stipulated in the Board Rules, the Chairman must not attend or in
which the Chairman must abstain from voting.
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C.1.26 INDICATE WHETHER THE BYLAWS OR THE BOARD RULES ESTABLISH ANY LIMIT
AS TO THE AGE OF DIRECTORS:

Yes [ ] No [0

Age Limit for Chairman
Age Limit for CEO

Age Limit for Directors

C.1.27 INDICATE WHETHER THE BYLAWS OR THE BOARD RULES ESTABLISH ANY
LIMIT ON THE TERM OF INDEPENDENT DIRECTORS OTHER THAN THAT REQUIRED BY
LAW:

Yes [ ] No [0

Term Limit

The Company has established specific criteria for the maximum term of office of Independent Direc-
tors, as well as their renewal; however, it must be understood that this matter is not apt for bright
line rules contained in the Board Rules or the Bylaws

Specifically, in accordance with Article 22 of the Board Rules on the regular rotation of Board
membership, at the beginning of 2005 the Board agreed to apply the following criteria pursuant to
recommendations submitted by the Nomination, Compensation and Corporate Governance Commit-
tee: Independent Directors may not hold positions on the Board for longer than four terms (fixed at 3
years each), and that rotation of Board membership be accomplished on a gradual and ongoing basis.
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Application of these criteria has resulted in the following changes of Independent Directors; 2005,
appointment of Ms, Isabel Aguileras as an Independent Director, replacing Mr. Moya Francés, 2007,
appointment of Ms. Ménica de Oriol and Mr. Luis Lada, replacing Mr. Manuel Azpilicueta and Mr. Juan
Carlos Ureta; 2008, appointment of Ms. Rosa Sugrafies replacing Mr. Francisco Constans; 2008,
appointment of Mr. Daniel Garcia-Pita replacing Mr. Pedro Ramon y Cajal; 2010, appointment of Mr.
Alberto Terol replacing Mr. Joaquin Moya-Angeler; and 2011, appointment of Mr. Ignacio Santillana
replacing Mr. Manuel Soto.

C.1.28 INDICATE WHETHER THE BYLAWS OR BOARD RULES ESTABLISH SPECIFIC
RULES FOR THE DELEGATION OF VOTES AT BOARD MEETINGS, HOW THEY ARE TO BE
DELEGATED AND, IN PARTICULAR, THE MAXIMUM NUMBER OF DELEGATIONS THAT A
DIRECTOR MAY HAVE, AND WHETHER A DIRECTOR IS REQUIRED TO DELEGATETO A
DIRECTOR OF THE SAME TYPE. IF SO, PLEASE BRIEFLY DESCRIBE THE RULES.

In addition to applicable legislation, Article 15.2 of the Board Rules stipulates that, if a Director is
unable to attend a meeting, the Director should try to submit a proxy, preferably with voting instruc-
tions, unless, in the Director's opinion, this would not be appropriate. The proxy may be sent by
e-mail, letter, fax, telegram or any other valid means where transmission is verifiable. Independent
Directors should try to entrust their proxies to another Director with the same status. In any event,
Directors should limit absences to unavoidable circumstances.

C.1.29 INDICATE THE NUMBER OF MEETINGS HELD BY THE BOARD OFDIRECTORS
DURING THE YEAR, AND IF APPLICABLE, THE NUMBER OF TIMES THAT THE BOARD
MET WITHOUT THE CHAIRMAN BEING PRESENT.
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Number of Board Meetings 1
Number of Board Meetings without the Chairman 20

Please specify the number of meetings held by each committee of the Board during the
fiscal year:

Number of meetings held by the Executive Committee 11
Number of meetings held by the Audit Committee

Number of Meetings held by the Appointment and Compen- q
sation Committee 12

Number of meetings held by the Appointment Committee
Number of meetings held by the Compensation Committe

C.1.30 INDICATE THE NUMBER OF MEETINGS HELD BY THE BOARD OF DIRECTORS
DURING THE YEAR IN WHICH ALL OF ITS DIRECTORS WERE PRESENT. FOR THE
PURPOSES OF THIS SECTION, PROXIES GIVEN WITH SPECIFIC INSTRUCTIONS SHOULD
BE CONSIDERED AS ATTENDANCE:

Attendance of all Directors 11
% of attendance over total votes during the fiscal year 100%

C.1.31 INDICATE WHETHER THE INDIVIDUAL AND CONSOLIDATED FINANCIAL
STATEMENTS SUBMITTED TO THE BOARD FOR APPROVAL WERE PREVIOUSLY
CERTIFIED:

Yes No [
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Identify, if applicable, the person/s who certified the individual and consolidated financial statements
of the Company for preparation by the Board:

Name Position
Javier de Andrés 00
Juan Carlos Baena Martin CFO

C.1.32 EXPLAIN ANY MEASURES ESTABLISHED BY THE BOARD OF DIRECTORS TO
PREVENT THE INDIVIDUAL AND CONSOLIDATED FINANCIAL STATEMENTS PREPARED
BY THE BOARD FROM BEING SUBMITTED TO THE ANNUAL SHAREHOLDERS MEETING
WITH A QUALIFIED AUDIT OPINION.

Article 42.2 of the Board Rules establishes that the Board of Directors must prepare the financial
statements in such a way that there is no cause for a qualified opinion by the auditor. It also stipu-
lates that the Board must explain the content and scope of any differences to the Shareholders if
there is a qualified opinion.

The Audit and Compliance Committee also carries out comprehensive and detailed oversight of the
preparation of financial statements and of the audit process from the initial planning stage, holding
the necessary meetings and conversations with the audit firm regarding the audit and obtaining,

if applicable, specific reports from the audit firm dealing with the audit's chief points, its develop-
ment and its progress. The Audit and Compliance Committee also evaluates the management team's
response to recommendations by the external auditors and mediates any differences between the
two parties with regard to the principles and criteria applied to the preparation of the financial state-
ments.
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Before the financial statements are prepared by the Board, the Audit and Compliance Committee
issues a report or recommendation to the Board, where one of the main factors considered is to
expressly identify any aspects that may potentially lead to a qualified opinion in the auditors’ report,
making any relevant recommendations to avoid a qualified opinion being issued.

Yes D No

Appointment and Removal Procedure

Article 13 of the Board Rules establishes that appointment, compensation and removal of the Secre-
tary must be approved by the Board after a report by the Nomination, Compensation and Corporate
Governance Committee, Furthermore, as established in Article 20 of the Board Rules, one of the
duties of the Nomination, Compensation and Corporate Governance Committee is to issue reports on
proposals for appointment or removal of the Secretary or Vice-Chairman of the Board.

The duties of the Secretary and legal counsel to the Board must be exercised by the individual
designated by the Board. Membership on the Board is not required in order to be Secretary of the
Board. When the Secretary is also the legal counsel, a legal professional of known competence and
experience should be chosen.
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The appointment of Mr. Pedro Ramén y Cajal in June, 2009 as Secretary of the Board was approved
by the Board of Directors in plenary session, taking into account a favourable report from the Ap-
pointment, Compensation and Corporate Governance Committee,

Yes No

Does the Appointment Committee issue reports on appointments?
Does the Appointment Committee issue reports on removals?
Are appointments approved by the Board in plenary session?

Are removals approved by the Board in plenary session?

Is it the duty of the secretary of the board particularly to oversee good governance
recommendations?

Yes No [
Note
Pursuant to Article 13.3 of the Board Rules, the Secretary of the Board must ensure that actions and

resolutions taken by the Board and its Committees are legal in subject and in form, as well as that
good governance rules and procedures are observed.

Article 19.4 (f) of the Board Rules establishes that one of the duties of the Audit and Compliance
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Committee is to establish measures to safeguard the independence of the external auditor, specifically:

(i) to propose that the Board file a relevant event report when there is a change of auditor,
along with a statement regarding any disagreements that arose with the outgoing auditor and, if ap-
plicable, their substance;

(ii) to ensure that the Company and the auditor comply with applicable law regarding the provi-
sion of non-audit services;

(iif) 10 analyze the reasons in the event of resignation by the external auditor.

Furthermore, Article 42 of the Board Rules establishes measures to ensure auditor independence,
expressly stipulating that;

- The Board shall not commission firms to audit the Company's financial statements if the fees
it would pay for all items would account for over 10% of the total income of the audit firm for the prior
year.

- The Board must publish, with the frequency and content established by applicable law, the
fees paid by the Company to the audit firm for nonaudit services.

- The professional in charge of the audit and of the external audit team must rotate periodi-
cally, as established by applicable law and in accordance with criteria established from time to time by
the Board upon proposal by the Audit and Compliance Committee.

Pursuant to the Ley de Auditoria ("Audit Law"), prior to issuance of each fiscal year's auditors' report
on financial statements, the Audit and Compliance Committee issues an annual report on the indepen-
dence of the external auditors of the Company wherein non-audit services rendered to the Company
are discussed.
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C.1.36 INDICATE WHETHER THE COMPANY CHANGED ITS EXTERNAL AUDITOR
DURING THE YEAR. IF SO, PLEASE IDENTIFY THE INCOMING AND OUTGOING AUDITOR:

Yes D No I

Outgoing Auditor
If there were any disagreements with the outgoing auditor, please provide
an explanation:

Incoming Auditor

Yes [ No [

Explanation of Disagreements

C.1.37 INDICATE WHETHER THE AUDIT FIRM PROVIDES ANY NON-AUDIT SERVICES
TO THE COMPANY AND/OR ITS GROUP AND, IF SO, THE FEES PAID AND THE
CORRESPONDING PERCENTAGE OF TOTAL FEES INVOICED TO THE COMPANY AND/OR
GROUP:

Yes [ No [

Company Group Total
Amount invoiced for non-audit services (1000's of euros) 215 75 290
Amount invoiced for nonaudit services/ Total amount invoiced 33% 9% 19%

by the audit firm (in %)

C.1.38 INDICATE WHETHER THE AUDITORS’ REPORT ON THE FINANCIAL STATEMENTS
FOR THE PRECEDING YEAR CONTAINS A QUALIFIED OPINION OR RESERVATIONS. IF
SO, PLEASE EXPLAIN THE REASONS GIVEN BY THE CHAIR OF THE AUDIT COMMITTEE
TO EXPLAIN THE CONTENT AND EXTENT OF THE AFOREMENTIONED QUALIFIED
OPINION OR RESERVATIONS.
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YesD No [

Explanation of Reasons

C.1.39 INDICATE THE NUMBER OF CONSECUTIVE FISCAL YEARS THE CURRENT AUDIT
FIRM HAS BEEN AUDITING THE FINANCIAL STATEMENTS OF THE COMPANY AND/OR
GROUP. FURTHERMORE, INDICATE THE NUMBER OF FISCAL YEARS AUDITED BY THE
CURRENT AUDIT FIRM AS A PERCENTAGE OF THE TOTAL NUMBER OF FISCAL YEARS
THAT THE FINANCIAL STATEMENTS HAVE BEEN AUDITED:

Company Group
Number of Consecutive Years 22 22
Number of years audit by the current audit firm/ number of 96% 96%

years the Company has been audited (in %)

C.1.40 INDICATE WHETHER THERE IS A PROCEDURE WHEREBY DIRECTORS MAY
CONTRACT WITH OUTSIDE ADVISORS, AND PROVIDE DETAILS IF APPLICABLE:

Yes No [

Explanation of Procedure
Article 27 of the Board Rules provides that, in order to obtain appropriate information and advice

regarding the exercise of their duties, Directors may engage at Company expense legal, accounting
or financial advisors or any other experts.
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This engagement must focus on specific, relevant and complex problems that may arise in the per-
formance of the duties of a Director.

The Chairman must be notified of the decision to engage external advisory services, and the Board
may veto this decision under the following circumstances:

(i) outside advice is not necessary for the adequate performance of duties assigned to exter-
nal Directors;

(if) the size or the importance of the problem does not justify the cost; or

(iif) the assistance or advice required can be suitably provided by the Company’s experts and
technical personnel.

Furthermore, Article 28 of the Board Rules establishes that the Board may designate permanent
advisors, either on an individual basis or as members of an Advisory Board.

If deemed necessary given the nature of a specific matter, the Chairman, at his or her own discretion
or upon request by a Vice-Chairman or one-third of the Directors, may request the presence of the
Advisory Board at the relevant meetings of the Board of Directors or its Committees; in the latter
case, also upon request by the chairman of the Committee in question.

C.1.41 INDICATE WHETHER THERE IS A PROCEDURE FOR PROVIDING INFORMATION
TO DIRECTORS TO ALLOW THEM TO PREPARE FOR MEETINGS OF ADMINISTRATIVE
BODIES WITH SUFFICIENT NOTICE. IF SO, EXPLAIN THE PROCEDURE:
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Yes No [
Explanation of Procedure

Article 14 of the Board Rules establishes that the Board must prepare an annual schedule of regular
meetings and approve a formal list of issues to discuss at these meetings, and that notice of these
meetings must always include the agenda for the meeting and be accompanied by any relevant
information on the issues to be discussed. Notice of meetings is to be given, except in urgent cir-
cumstances or when otherwise necessary, no less than three days prior to the date of the meeting.
In accordance with Article 11 of the Board Rules, the Chairman of the Board must ensure that Direc-
tors receive appropriate information on the issues to discuss far enough in advance of the meeting in
question.

Article 26 of the Board Rules also establishes that any Director has the authority to obtain informa-
tion on any matter related to the Company, to examine the books, records, documents and any other
material on the Company's operations, and to inspect all the Company's facilities.

Additionally, Article 30 of the Board Rules establishes that all Directors are responsible for the dili-
gent procurement of information on the Company’s condition and development, as well as preparing
for the meetings of the Board and any committees to which they belong.
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Yes No [
Explain the rules

Article 24 of the Board Rules establishes that any Director found in any of the circumstances
described therein must inform the Company as soon as he or she becomes aware of the situation.
The circumstances stipulated include the following: (i) if continuation of Director in his or her position
may place the Company's interests at risk or adversely affect the standing or reputation of the Com-
pany or the proceedings of the Board; or (ii) if, as a result of serious misconduct, criminal or admin-
istrative action is begun by Securities Market supervisory authorities which may result in sanctions
when this event could seriously affect the Company’s standing and reputation.

Yes D No

Name of Director Criminal Charge Remarks
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Indicate whether the Board of Directors has examined the case. If so, explain the deci-
sion taken in detail as to whether the director in question should continue in his or her
position or, if applicable, describe any actions taken by the board up to the date of this
report, or which it intends to take.

Yes [ ] No [

Decision/Action Taken Explanation

In the exercise of powers granted at the Annual Meeting of Shareholders held on June 21, 2012 and
as announced as a relevant Significant Event to the CNMV, the Board of Directors of Indra agreed in
October 2013 to issue bonds amounting to 250 M € which are convertible and/or exchangeable for
Indra common shares without preemptive rights and to be listed on the unregulated market (multilat-
eral trading facility) called Freiverkehr of the Frankfurt Stock Exchange.

The document entitled “Terms and Conditions” of the issue establishes early maturity of the bonds
at the request of the bondholders in the event of a change of control. In the event of change of con-
trol which is not the result of a takeover bid, bond payout will be bond principal plus accrued interest
until the redemption date. In the event of a takeover bid, bondholders may choose the greater of the
following values: the principal amount plus accrued interest to the date of redemption or repurchase
price (equivalent value of the takeover bid applied to the bonds) plus interest accrued to the redemp-
tion date.

Number of Beneficiaries
Type of Beneficiary

Senior Management

19
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Description of agreement

During fiscal 2013, in accordance with Royal Decree1382/1985
regulating labour relationships of senior executives, senior
managers enjoyed the right to severance in case of termination
of their employment with the Company when such termination
was neither for cause nor because of voluntary resignation of the
senior manager. Such severance is determined under the same
terms as established by Spanish labour law for ordinary workers
at the time of contracting, being 45 days' base salary for each
year of service in the case of a senior manager, (base salary as
defined in their respective employment contracts) and taking into
account medium term compensation, with a minimum severance
of one year and a maximum of three and a half years.

In December, 2013 the Board agreed to amend this contractual
framework in general for senior managers, so that neither execu-
tive directors nor new general managers would have specific
severance clauses or golden parachutes upon termination of their
contractual relationship. Any of the latter which had a previous

ordinary working relationship would retain their rights in accor-
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Manager

dance with current legislation. As for current senior management,
in addition to the above, in order to make a smooth transition to
the new system while recognizing their vested rights, six of them
will be entitled to decreasing severance, for a transitional period,
of between one and two times their base salary.

The contracts of 12 managers of the Company include specific
severance clauses which provide for compensation in case of
termination of their ordinary employment relationship neither

for cause nor because of voluntary resignation; these severance
amounts are higher than would normally be payable in accordance
with the Spanish labour law. However, these contracts are unique
to the individual and the vast majority are in response to condi-
tions negotiated for hiring on with the Company or are terms
negotiated with third party companies that have become part of
Indra.

Indicate if these contracts have been communcated to and/or approved by management
bodies of the Company or of the Group

Board of Directors Annual Shareholders
Meeting

Body Authorizing the Severance Clauses X

Report made to the Annual Shareholders Meeting Regarding the Severance Clauses

Yes
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C.2. COMMITTEES OF THE BOARD OF DIRECTORS

EXECUTIVE COMMITTEE

Name Post
Javier de Andrés Chairman
Luis Lada Member
Juan March Member
Rosa Sugrafies Member
(Casa Grande de Cartagena, S.L.U. Member
Adolfo Menéndez Member
Ignacio Santillana Member
Alberto Terol Member

% of Executive Directors

% of Proprietary Directors
% of Independent Directors
% of External Directors

Status

Executive
Independent
Proprietary
Independent
Proprietary
Proprietary
Independent
Independent

12,5
375
50
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AUDIT COMMITTEE C.2.2 COMPLETE THE FOLLOWING TABLE WITH INFORMATION REGARDING THE
Name Post Status NUMBER OF FEMALE DIRECTORS WHO WERE MEMBERS OF BOARD COMMITTEES FOR
....................... THE PAST FOUR FISCAL YEARS:

Alberto Telrol Chairman Independent Number of Female Directors
Isabel Aguilera Member Independent

Juan Carlos Aparicio Member Proprietary t 1 t2 t3
Lufs Lada Member Independent Num % Num % Num %
Santos Martinez-Conde Member Proprietary ........................................................ .

Executive Committee 2 % Num 22,47 2 22,22 2 25
Audit Committee 1 25 2 20 1 20 1 20

............................................................. + Nomination and 2 20 1 40 2 40 2 40
% of Executive Directors 0 Compensation 40 >
% of Proprietary Directors 40 P
% of Independent Directors 60 Committee
% of External Directors 0

C.2.3 INDICATE WHETHER THE AUDIT COMMITTEE ASSUMES THE FOLLOWING

Name Post Status

............................................................ . FUNCTIONS:

Daniel Garcfa-Pita Chairman Independent

Monica de Oriol Member Independent e e N

Juan March , Member Proprietary Supervise preparation and ensure the completeness of financial information relating to

Adolfo Meneﬂdez Member Indepvendent the Company and, where appropriate, the Group, reviewing compliance with regulatory ]

lgnacio Santillana Member Proprietary requirements, the proper scope of consolidation and the correct application of accounting
principles.

% of Executive Directors 0 Regular review of the internal control and risk management systems, to ensure that m

% of Proprietary Directors 40 significant risks are properly identified, managed and recognized.

% of Independent Directors 60

% of External Directors 0 Verification that the internal audit service is both independent and effective; propose

selection, appointment, re-election and dismissal of the head of internal audit; proposal
of the budget for this service; receipt of regular information on its activities; and verifica-
tion that senior management takes into account the conclusions and recommendations
contained in its reports.

INDRA e Consolidated Annual Accounts and Consolidated Directors’ Report
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Yes No

Implementation and supervision of measures whereby employees can report confidentially
and anonymously where appropriate, any potentially significant irregularities they detect in
the company, especially those of a financial or accounting nature.

Submission of proposals to the Board for the selection, appointment, re-election and replace-
ment of the external auditor, as well as the contractual terms under which the auditor is hired.

Regular receipt of information from the external auditor regarding the audit plan and the
results of its implementation, and verification that senior management takes its recommen-
dations into account.

Ensure that the external auditor is independent

Article 17 of the Board Rules provides that the committees manage their own procedures and they will
appoint a Chairman from among their members. The Secretary or Vice-secretary of the Board acts as
secretary.

Committees meet whenever called by the Chairman, who is obligated to do so upon receipt of a request
from the Chairman of the Board, any of the Vice-Chairmen or from more than half of the members.

The Chairman of each committee makes a report to the Board at the next meeting of the Board of
Directors. Except for the Executive Committee, decisions adopted in the Committees will be considered
proposals or reports to the Board.

Committees are properly constituted when the majority of its members are physically present or pres-
ent by proxy. Resolutions must be approved by absolute majority and in case of a tie the Chairman will
have a casting vote.

Committees will annually prepare an action plan and a schedule of regular meetings, and an activities
report.
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The EXECUTIVE COMMITTEE is composed of 8 members (may be composed of a minimum of 4 mem-
bers and a maximum of 9).

Its is required to reflect, to a reasonable extent, the composition of the Board and the proportions
found on the Board between the different categories of Directors.

The appointment of members to the Executive Committee and the permanent delegation of powers to
it require the favourable vote of at least two thirds of the Board. The Board may not delegate powers
that, in accordance with the law or the Bylaws, must be exercised directly by the Board itself. The Board
also may not delegate any powers listed in Article 5 of the Board Rules.

Its acts take effect without the need of a subsequent vote of the Board in plenary session. When-
ever the chairman or a third of the members of the Executive Committee consider a matter important
enough, resolutions passed by it are then submitted to the Board in plenary session for ratification.

The AUDIT AND COMPLIANCE COMMITTEE is composed of five members, three of whom are Indepen-
dent. The Bylaws provide that it composed of a minimum of three and a maximum of five members.

[ts Chairman must be an Independent Director and must be replaced at least once every four years,
with the possibility of re-election after one year has elapsed from the date of his or her dismissal. In

his absence, the meeting is to be chaired by an Independent Director appointed for this purpose by the
Committee, or in the absence of an Independent Director, by a member appointed by the Committee.
The duties and powers of the Audit and Compliance Committee are found in Article 31 of the Bylaws
and in Articles 19 and 31 of the Board Rules cited below. In the interests of space, the most important
ones are listed:

a) Supervise the functioning of the Company’'s internal controls, internal audit, and risk management
systems, as well the process of creation and presentation of regulated financial information.

b) Deliver to the Board of Directors proposals for the appointment of the external auditors.
) Liaise directly with the external auditors and evaluate the development and results of their work
d) Issue an annual report regarding the independence of the external auditors.

e) Establish and supervise activities of the confidential channel for reporting allegations of irregulari-
ties, especially those of a financial or accounting nature.
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The NOMINATION, COMPENSATION AND CORPORATE GOVERNANCE COMMITTEE is composed of five
members, 3 of whom are Independent. The Board Rules require that it be composed exclusively of
external directors, with a minimum of three,

The Chairman must be an Independent Director. In his absence, meetings are to be chaired by the
Independent Director named by the Committee for this purpose. In any event, the Chairman of the
Board - if Executive - or the CEO are to be consulted and called to meetings of the Committee when
it deliberates on issues relating to Senior Management other than themselves,

Notwithstanding any other tasks that may be assigned to it by the Board or Board Rules, the man-
date of the Nomination, Compensation and Corporate Governance Committee is as follows:
a) Assess the knowledge, skills and experience of Directors and make reports regarding criteria for

their selection.

b) For Directors standing for re-election, present to the Board a report on the performance of their
duties to date.

) Verify annually that the category of Directorship position to which each director is appointed
remains appropriate.

d) Report to the Board on the process of succession to the chairmanship and the position of chief
executive officer, and supervise plans of succession for Senior Managers.

e) Report to the Board regarding the compensation system for Directors and Senior Managers

f) Report to the Board on proposals for the appointment and dismissal of Senior Management, and
report on the terms and conditions of their contracts with the Company.

g) Present to the Board an annual assessment of the performance of Senior Management person-
nelin their duties, including the Chairman, it an Executive Director.

h) Bring the proposed annual report on compensation policy to the Board as well as the information
on compensation published by the Company.

i) Report to the Board of Directors, prior to approval by the Board, on related party transactions with
Directors, with significant Shareholders, with Senior Management or with persons related to any of
the above.
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j) Perform periodic analysis of the Company's policies, narms, procedures and practices in the area of

Corporate Governance and Corporate Responsibility

The composition, organisation and areas of competence of the Board committees are regulated by
the Bylaws and by the Board Rules, which are permanently available for consultation on the Com-
pany's website (www.indra.es) and on the website of the CNMV.

Each of these Committees, as well as the Board itself, prepares an annual report detailing its activi-
ties and accomplishments during the year, in accordance with Board Rules. This report is submitted
1o the Board for its annual evaluation of its own performance and the quality of its work and that of
its Committees.

In accordance with the recommendation made by the CNMV, and as has been the case since 2003,
the Report on the Activities of the Audit and Compliance Committee was published when Sharehold-
ers were called to the 27 June 2013 Meeting, along with the rest of the information made available
to Shareholders.
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C.2.6 INDICATE WHETHER THE COMPOSITION OF THE EXECUTIVE COMMITTEE
REFLECTS THE PARTICIPATION OF THE DIFFERENT CATEGORIES OF DIRECTOR IN THE
BOARD OF DIRECTORS:

Yes No D

If the answer is No, please describe the composition of the executive committee

D. RELATED-PARTY AND INTRAGROUP TRANSACTIONS

D.1 Identify the competent body and describe, if applicable, the procedure
for approval of related party and intragroup transactions.

Competent Body to Approve Related Party Transactions
Board of Directors

Procedure for Approval of Related Party Transactions

The Board of Directors, after review of a report from the Nomination, Compensation and Corporate
Governance Committee is required to have knowledge of and to authorize before its execution any
direct or indirect transaction between the Company and its Directors, significant Shareholders or
their representatives to the Board, Senior Management, the Secretary or Vice Secretary of the Board
or any party related - as that term is defined under law - to any of them.

Transactions are judged from the point of view of equal treatment and market conditions.
In the case of recurring operations conducted in the ordinary course of business of the Company
and carried out under market conditions, authorization by the Board of the general line of activity is

sufficient.

The authorization referred to in the preceding paragraphs shall not be required, however, when the
related party's transaction in question meets all three of the following conditions:

* The transactions are carried out in the ordinary course of business of the Company.

¢ They are carried out under market conditions.

¢ The amount does not exceed 1% of the annual consolidated revenues of the Company in the case
of transactions with Shareholders or 30% of the average compensation per Director in the remaining
cases.

Exceptionally, should reasons of urgency so require, related parties” transactions may be authorized
by the Executive Committee and subsequently ratified by the Board at its next meeting.

D.2 Describe any transactions which are significant, whether because of the
amount involved or subject matter, entered into between the company or enti-
ties within its group and the company'’s significant shareholders:
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Name of Significant Name of Company Nature of the Type of Transaction  Amount (1000’s of

Shareholder within the Group relationship euros)
BANCO FINANCIEROY  VARIOUS GROUP CONTRACTUAL Charged interests 50
DE AHORROS COMPANIES
BANCO FINANCIEROY  VARIOUS GROUP COMMERCIAL i i
DE AHORROS COMPANIES Services Recelved 207
BANCO FINANCIEROY  VARIOUS GROUP CONTRACTUAL Others 61
DE AHORROS COMPANIES
BANCO FINANCIEROY  VARIOUS GROUP CONTRACTUAL Paid interests 83
DE AHORROS COMPANIES
BANCO FINANCIEROY  VARIOUS GROUP COMMERCIAL Services Rendered 4,277
DE AHORROS COMPANIES
BANCO FINANCIEROY  VARIOUS GROUP CONTRACTUAL Finance Agreements: 14,243
DE AHORROS COMPANIES Loans (as borrower)
BANCO FINANCIEROY  VARIOUS GROUP CONTRACTUAL Guarantees and 50,025
DE AHORROS COMPANIES endorsements
BANCO FINANCIEROY  VARIOUS GROUP INTERNAL Dividends and other 11,157
DE AHORROS COMPANIES Benefits Paid
BANCO FINANCIEROY  VARIOUS GROUP CONTRACTUAL Financial agreements: 84,819
DE AHORROS COMPANIES
others
LOLLAND, SA. CASA GRANDE DE INTERNAL Dividends and other 2,795
CARTAGENA benefits paid
LIBERBANK LIBERBANK CONTRACTUAL Charged interests 82
LIBERBANK VARIOUS GROUP COMMERCIAL Services Rendered 540
COMPANIES
LIBERBANK LIBERBANK CONTRACTUAL Finance Agreements. 3,232
Loans (as borrower)
LIBERBANK CANTABRICA DE INTERNAL Diidendsandother 2 7g7
INVERSIONES, S.L. ) ) !
benefits paid
CORPORACION BANCA MARCH, SA. CONTRACTUAL Others 18
FINANCIERA ALBA, SA.
CORPORACION BANCA MARCH, SA. COMMERCIAL Services Rendered 27
FINANCIERA ALBA, SA.
CORPORACION BANCA MARCH, S.A. CONTRACTUAL Guarantees and endorse- 2,648

FINANCIERA ALBA, SA. ments
CORPORACION ALBA PARTICIPACIONES, INTERNAL

Dividends and other 6,320
FINANCIERA ALBA, SA.  SA

Benefits Paid
SEPI VARIOUS GROUP COMMERCIAL Leasing contract 1
COMPANIES
SEPI VARIOUS GROUP COMMERCIAL Services Received 174
COMPANIES
SEPI VARIOUS GROUP COMMERCIAL Services Rendered 3,082

COMPANIES

D.3 Describe any transactions which are significant, whether because of their
amount or subject matter, entered into between the company or entities within
its group and administrators or managers of the company:

Name of administra- Name of Company Nature of the Type of Transaction Amount (1000's of

tor or Manager within the Group Relationship euros)
MONICADE ORIOL  INDRA SISTEMAS, SA. COMERCIAL Recepcion de 2,582
EICAZA servicios

D.4 Report any relevant transactions carried out by the company with other
companies belonging to the same group, provided that these are not eliminated
in the preparation of the consolidated financial statements and do not form
part of the Company’s ordinary business activities in terms of their purpose and
conditions:

In any event, note any intragroup transaction conductied with entities estab-
lished in countries or territories which are considered tax havens.

Name of Entity within the Group Brief Description of the Transaction Amount (1000's of euros)

D.5. Indicate the amount of any transactions conducted with other
related parties.
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Name of Party Name of Party within Nature of the Type of Transaction  Amount (1000’s of
the group Transaction euros)

BANCOINVERSIS,SA. BANCOINVERSIS, SA. CONTRACTUAL Services Rendered 2.033

BANCOINVERSIS,SA. BANCOINVERSIS, SA. CONTRACTUAL Finance Expense 82

D.6 Describe the mechanisms in place to detect, determine and resolve poten-
tial conflicts of interest between the company and/or its group and its directors,
senior management or significant shareholders.

Directors are required by Article 33 of the Board Rules to inform the Board of any situation of direct

or indirect conflict with the interests of the Company which may arise.

They are required to report, in particular, any direct interest or indirect interest through related
persons in the equity of any company whose business purpose or class of activity is the same as or
analogous to Indra’s, as well as any responsibilities or posts with such companies.

In the cases specified in the preceding paragraph, the Board, following a report from the Nomina-
tion, Compensation and Corporate Governance Committee, is required to order the adoption of such
measures as it considers necessary to safeguard the interests of the Company. Should the Director
in question fail to comply with such order, the Board will draft a proposal for dismissal to the Annual
Shareholders Meeting.

Directors must refrain from attending and taking part in any deliberations, decisions and resolutions

involving matters where a conflict of interest arises.
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The Company will make public any situations of conflict of interest in which Directors may find them-

selves in accordance with applicable law.

Article 32 of the Board Rules stipulates that:

a) Directors may not make use of Company assets nor take advantage of their position in the
Company for personal gain without providing adequate compensation.

In exceptional cases, Directors may be released from the obligation to provide such compensation, al-
though in this case the resulting gain is to be regarded as indirect compensation requiring authorisa-
tion by the Board, following a report from the Nomination, Compensation and Corporate Governance
Committee,

b) Directors may not use any non-public Company information for private purposes without
prior authorisation from the Board, which must first request a report from the Nomination, Compensa-

tion and Corporate Governance Committee.

These provisions are understood to be without prejudice to the applicable rules of the Company's
Internal Code of Conduct in Matters Relating to Securities Markets.

Q) Directors may not invest or engage in any investment or any other activity linked to Com-
pany assets for their own benefit which have come to their knowledge through the performance of
their duties, when the investment or activity in question has been offered to the Company or when
the Company has an interest therein, unless the Company has decided not to make the investment or
perform the operation, without the Director in question having influenced such decision.

d) Directors are required to inform the Company of any event or situation that may prove
harmful to its reputation and, in particular, of any criminal procedures in which the Director may be
implicated, the initiation of administrative procedures which may result in a disciplinary penalty for
serious or very serious offences imposed by the Securities Market supervisory authorities, and subse-
quent procedural events related to the above.
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e) Directors may not use the name of the Company nor use their status as Directors thereof

to carry out activities for their own benefit.

In addition, Article 35 of the Board Rules stipulates that Directors must dedicate the necessary time
and effort to perform their functions correctly. To this end, they are required to inform the Board of

any other activities which may significantly affect their commitment as a Director of the Company.
D.7 Is there more than one company in the Group listed in Spain?

Yes [ No

Please name the listed subsidiaries:

Listed Subsidiaries

Indicate if the respective areas of activity and business relationship between

the listed companies has been defined publically and precisely, as well as be-
tween the subsidiary and other members of the Group.

Yes [ No [

Describe the business relationship between the parent and subsidiary listed companies as well as
between the subsidiary and other members of the Group

Identify measures taken to resolve potential conflicts of interest between the
listed subsidiary and the other companies in the Group:

Measures taken to resolve potential conflicts of interest
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E.1 Explain the scope of the company’s Risk Management System.

The Risk Management System at Indra is a process driven by the Board of Directors and Senior
Management and is the responsibility of each and every member of the Organization which aims to
provide reasonable assurance of achieving stated goals, adding value and an adequate level of assur-
ance to Shareholders, other stakeholders, and the market in general.

Indra has established a set of key operating principles within the framework of the Risk Management
System which permit improvement in its ability to produce value:

Value Protection: Seeing Risk Management as a system which creates and protects generated
value,

Methodology: The Risk Management System at Indra is based on the methodological
framework established in COSO II, adapted to the specific needs of the Organization.

Integrity: The Risk Management System covers the entire Organization, from the corporate
level to the distinct business units, regardless of geographic location.

Independence: The Organization's Risk Management System guarantees adequate functional
segregation between the distinct elements of which it is comprised.

The Risk Management System at Indra is based on management of business units, processes, corpo-
rate geographies and areas, and is an integral part of the decision making process at Indra.
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The Risk Management System methodology establishes means for identification and evaluation of
risks, as well as follow up on control activities and defined action plans, allowing reasonable manage-
ment of the risks to which the Company is exposed.

The Global Risk Map is reported periodically to the Audit and Compliance Committee for review, as
well as to the Board of Directors.

€.2 Identify the bodies within the company responsible for creating and
executing the Risk Management System.

Pursuant to Article 5 of the Board Rules, the Board of Directors reserves Risk Management Policy
as a non-delegable function as well as ensuring the existence and correct application of adequate
Control and Information Systems.

The Audit and Compliance Committee performs a periodic review of the efficacy of the Risk Manage-
ment System, ensuring that major risks are identified, managed, and adequately communicated.

For its part, Senior Management has the responsibility of promoting a culture of risk management at
all levels, defining the functions and responsibilities within the framework of the Risk Management
System, and supervising action plans and work stemming from the process of Risk Management.

Finally, the Global Risk Department oversees maintenance and updating of knowledge, technigues,
methodologies and tools which allow completion of the Risk Management System operating prin-
ciples with the highest level of quality.

Internal Audit, for its part, delivers recommendations to the Organization which contribute to reduce
to reasonable levels the potential impact of which may interfere with the Organization's reaching its
goals.
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€.3 Give the primary risks that may affect the achievement of business
objectives.

In the development of core business activities the Company is subject to various risks inherent in the

different processes and geographies in which it operates.

The portfolio of risks that Indra faces is grouped into the following types:

Faced with a complex economic and sectoral environment, risks relating to the national and interna-
tional economic situation acquire real significance for the Company due to the disparate economic
situations which countries may present.

In turn, the increased competitive pressures in sectors where Indra operates and new technological
trends could hinder adaptation, progress, and achievement of business goals.

The risks associated with the integration of new acquisitions also require a high level of attention and
analysis by the responsible areas.

Within this category the following risks are identified:

a. Risks associated with the project implementation process

Indra has implemented a system of identification, assessment and management of risks in their Key
Business Management and Delivery and Management of solutions, products, processes and services.
This system allows identification, quantification and management of threats, risks and opportunities
for each project.
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Risks related to scope and price estimates in the bidding process as well as contract terms in projects
are currently the main risks the Company faces relative to project management.

Risks arising from the absence of good planning, management and monitoring of projects may lead
to non-timely detection of problems.

Relationships with suppliers and subcontractors are included within the relevant operational risks for

the Company as well,

b. Risks associated with the Management of Human Capital
The management of people is critical to Indra, and attracting, developing and retaining talent are key

objectives in minimizing risks.

Proper talent management, training and development of key personnel are the main variables in suc-
cessfully meeting current and future challenges.

c. Risks associated with Information Security
Indra manages risks associated with information security by mitigating them to acceptable levels, in
order to ensure adequate protection of information belonging to Company and its customers, as well

as the technological assets that process it.

a. Market risk (exchange rate)
Risks arise as a result of operations in non-Euro currency markets that Indra performs in the ordinary
course of business. Significant changes in exchange rates in certain countries may have a negative

impact on the Group's results.

b. Interest rate risk
Interest rate risk arises from exposure to movements in the yield curve of bank financing in the short,
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medium and long term. Indra contemplates buying financial instruments to manage these risks when
the situation so warrants.

c. Liquidity risk

The inability to obtain cash in a timely manner, the absence of coordination between operational
and financial requirements, incorrect forecasts, and working capital management are the main risks
to manage. Indra has credit lines and loans signed with various banks and bonds issued in amounts
sufficient to meet its current commitments.

d. Credit Risk

Exposure to this risk is experienced to the extent that the customer does not meet its obligations.
However, Indra, given their type of business, has a portfolio of customers with good credit. Trade
relations are maintained by the Company primarily with large business groups, states, and public as
well as public-private entities which are less exposed to default risk.

a. Legal, Contractual and Regulatory Risks
Indra takes a proactive approach in prophylactic identification and management of legal risks that
may be involved in the business activities it performs.

The Legal Department itself and through its interaction with other management units oversees
strict compliance with legal and administrative obligations affecting Indra in its capacity as a listed

company.

b. Labour Risks

These are risks relating to the violation of legal and regulatory requirements, especially in the area of
Prevention of Occupational Risks. Indra encourages a culture of proper risk prevention in all its activi-
ties and a focus on continuous improvement, minimizing any risk in this area.
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¢. Environmental Risks

Although activities by Indra exclude polluting processes, it is inevitable that there will be some im-
pact on the environment. That is why the Company is committed to minimise to the extent possible
the negative effects that may occur and observe all environmental protection measures during the
course of its activities.

€4 State whether the entity has a risk tolerance level.

The process of Risk Management at Indra begins with continuous identification of the most sig-
nificant risks to Indra and their periodic evaluation by a combination of quantitative and qualitative
technigues from the perspective of probability and impact upon occurrence.

For each variable of impact and probability, assessment scales that ultimately determine the risk as-
sessment matrix are established, reflecting each of the four risk levels: critical risk level, high level of
risk, medium risk level and low risk level. Assessment scales are reviewed and updated annually.
Depending on the level of acceptable risk for Indra and after analysis, action plans are created to
mitigate those risks that may exceed acceptable tolerance levels.

€E.5 Indicate which risks have materialized during the fiscal year.

The risks identified in the Risk Inventory at Indra are risks inherent in the pursuit of the various activi-

ties of the company.

The risks that have materialized during the year are;
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Risks arising from the continuing economic recession in Spain, such as the decline in sales and
hiring, against which the Company has taken steps to adapt and improve the efficiency of its
resource utilization while developing its position in markets with high growth.

Risks related to the sociopolitical and diverse cultural environments found in the various
geographic areas in which Indra pursues its business, generating problems in project
implementation. Indra has promoted the development of training programs in the various
geographic areas in which it operates in order to provide tools and training to supervisors.

Risks and cost variances in the implementation of certain projects caused by unforeseen
changes in scope, cost overruns and delays in reaching project milestones. The Indra
methodology in project management relative to monitoring project risk maps has minimized the

impact of these risks.

€.6 Explain the response and monitoring plans for all major risks of the
entity.

Policies and procedures applied to the Indra Risk Management System are established and imple-
mented in order to, among other things, ensure that risk responses are carried out effectively.

Likewise, Risk Management provides structure in identifying risks and selecting among alternative
responses, which reduces surprises and associated costs or losses,

Indra has developed specific initiatives to manage key risks based on level of criticality:
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The difficult national and international socioeconomic and political situation has forced Indra to
establish measures necessary to mitigate the possible negative effect of low demand by expanding

into new geographic areas and seeking to develop new markets.

The capacity for innovation and anticipation of technological changes is directed by senior manag-
ers responsible for technological innovation, who have the duty to analyze, prioritize and lead these

projects.

Risks associated with the integration of new acquisitions are managed by a governance model that
clearly defines the responsibilities and limits of authority, and corporate tools that support key busi-
ness processes in an homogeneous manner and allow the implementation of an appropriate internal
control and monitoring system.

Indra has comprehensive rules to manage the pre-contract and contract stages of projects, which
stress the existence within the organization of a Bid Committee integrated within operations and
management control that analyzes and reviews proposed deals for presentation.

The Company has tools oriented toward the monitoring of risks which provide information and allow
control of: all key indicators previously identified during project planning; the risk map established for
each project and its follow-up; compliance with deadlines and other milestones established during
the project such as technical and economic progress, the tracking of projected costs, billing, collec-
tion, etc.

Regarding the risks associated with information security, Indra has established a number of mecha-
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nisms charged with implementing the necessary measures to ensure compliance with all established
security policies. These measures fall into the following areas: security organization, information se-
curity rules, technology and security services, training and awareness, monitoring, review and audit.

Regarding market risk, in order to mitigate the impact of foreign currency exchange differences on
projects that the Parent Company and its subsidiaries perform, hedging contracts have been entered
into with financial institutions where this is a problem.

In order to respond to interest rate risk, Indra has entered into hedging contracts for interest rates on
long-term bank debt through swaps from variable to fixed rates of interest. Additionally, there has
been an issue of bonds with a fixed interest rate that eliminates a significant portion of that risk.

Indra has an active policy of setting aside reserves for traffic operations to cover the eventuality of a
planned default. Ininternational sales, techniques such as irrevocable letters of credit and insurance
policies are used to ensure collection.

Indra has a Code of Ethics and Professional Conduct approved by the Board of Directors and whose
implementation and compliance is monitored by the Audit and Compliance Committee.

Among specialized resources available to Indra to cover occupational risks is an internal shared
prevention service available to companies in the group, comprised of specialists in the field, as well
as specialized third party providers. External audits are performed regularly by entities accredited by
the Ministry of Labour,
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Describe the mechanisms comprising the System of Internal Control over Financial Reporting (ICFR)

of your company.

F.1 Control environment
Report on at least the following, describing their principal features:

Board of Directors

The Indra Board of Directors is ultimately responsible for the existence and maintenance of an ade-
quate and effective ICFR by exercising supervision of it through the Audit and Compliance Commit-
tee.

Article 5 of the Rules of the Board of Directors provides that the Board is responsible for supervising

and approving, among other things:

General risk management policy and the design of adequate control and IT systems for

management of that risk.

Policies for information and Shareholder communication, markets, and public opinion in general,

and specifically:

drafting and approval of information that the Company annually makes public along with the
Financial Statements produced for approval at Annual Shareholders Meetings; and
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approval of financial information that the Company must make public from time to time in
accordance with applicable law.

Audit and Compliance Committee
Article 31 of the Bylaws of Indra Sistemas S.A, provides that the Audit and Compliance Committee
has, among others, the following fundamental powers.

Monitor the effectiveness of the Company’s internal controls, internal audit, and risk
management systems, as well as discuss with external auditors significant weaknesses in the
internal control system detected during the audit.

Supervise the process of drafting and presentation of regulated financial information.

Article 19 of the Board Rules lists the following tasks for the Compliance Committee, among others:

Report to the Board prior to its making decisions regarding financial information which the
Company, because of its status as a listed company, must make public from time to time. The
Committee verifies that the quarterly and semi-annual financial statements are produced using

the same accounting principles as the annual ones.

Ensure the independence and effectiveness of the internal audit function; propose the
selection, appointment, re-election and dismissal of the head of internal audit; draft a budget
for this department; receive periodic information on its activities; and verify that senior
management takes into account the conclusions and recommendations of its reports.

The Chairman of the Committee is an Independent Director and is chosen taking into account his or

her knowledge and experience in Accounting and Auditing.
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Treasury and Finance
The Treasury and Finance Department is responsible for implementation and maintenance of
controls and, based upon sub-certifications received from each department head, evaluates their

effectiveness and operations.

Global Risk Department
The Global Risk Department includes the Internal Financial Information Control Unit, whose functions

are the following:

Define the processes and people responsible for the drafting and presentation of financial
information.

Identify critical risks in those processes.

Create a Model for Internal Control of Financial Reporting in collaboration with those in charge

of those processes.

Maintain and update the Model for Internal Control of Financial Reporting and relevant
documentation.

Keep documentation referring to current procedures and controls updated at all times.

Communicate changes in internal financial information control policies and procedures to the

various companies and organizational areas of Indra Group.

All aspects of Internal Control of Financial Reporting are covered in the Company Guideline Elabo-
racién, Mantenimiento y Supervisién del SCIIF ("Creation, Maintenance and Supervision of ICFR"),
which applies to all companies that have been in the Group for more than one year. This guideline
has as its purpose the establishment ofing duties and measures for creating an adequate and effec-
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tive internal control system which guarantees the reliability of financial information.

Internal Audit Department

Internal Audit makes periodic reports to the CEQ and to the Audit and Compliance Committee
regarding the Internal Control System.

Under the auspices of the Audit and Compliance Committee, Internal Audit conducts a review of
the proper functioning of the ICFR, evaluating its design, reporting any shortcomings it may detect
during the course of its work as well as the schedule established for corrective measures in the
event they are necessary.

As regards organizational structure, Board Rules provide that:

The Nomination, Compensation and Corporate Governance Committee is to report to the Board
regarding proposals for appointment and dismissal of Senior Management as well as make

a report before decision by the Board over compensation and terms and conditions of their
employment contracts.

The Board adopt proper means so that no person or small group be able to make important
decisions not subject to checks and balances.
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The Board of Directors concentrates on matters of general control and supervision, ensuring that
executive bodies and the management team act in accordance with stated strategies and goals. This
task routinely requires design and review of organizational structure as well as definition of lines of
responsibility and authority by the Chairman and his steering committee,

The Planning and Procedures unit is responsible for the design, establishment, review and constant
updating of Indra's corporate structure, and consequently for those units involved in the process of
creating financial information. This unit uses internal procedures which ensure proper performance
and communication with all other areas.

The Organizational Chart is published on the Intranet and is accessible to all personnel in the Group.

Code of conduct, a body which approves it, degree of dissemination and instruction, included
principles and values, (indicate if there is specific mention of transaction recording and creation
of financial information), a body charged with analyzing infractions and proposing corrective
actions and sanctions.

Code of Ethics and Professional Conduct

The Indra Group has a Code of Ethics and Professional Conduct approved by the Board and published
on the Intranet in Spanish and in English and which indicates ethical and responsible behaviour to

be followed by the management team and all of the professionals at Indra and subsidiaries whilst
carrying out Company business.

The Code of Ethics contains:

Corporate values which animate the work, use of resources, and daily performance of all of its
professionals.
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General principles of behaviour which arise from Company corporate values and provide the
foundation for professional relationships and the capacity to inculcate our values and culture in
order to engender ethical behaviour.

Description of the responsibility of the Oversight Committee regarding communication,
interpretation and application of the Code of Ethics.

The principles and the mandates of the Code of Ethics apply to all of the professionals at Indra.

The General Principles of the Indra Group are based on integrity, professionalism and respect, esta-
blishment of relationships based on transparency and ethics, constant portrayal of a professional
image, recognition of the value of individuals, and respect for our social and natural environment.
Among the General Principles contained in the Code of Ethics one is found in the Section “Integrity
and Transparency of Information” which provides that one must “Always convey information regar-
ding our management which is truthful and consistent with current or generally accepted principles,
especially in matters of finance and accounting, and always communicate clearly internally as well
externally, based upon truthful and verified information.

Canal Directo

Since October, 2009, Indra has had in place a hotline for complaints known internally as the Canal
Directo, accessible by means of the Intranet so that anyone who wishes may communicate securely
and confidentially with the Oversight Committee for the Code of Ethics and Professional Conduct
regarding unethical or illegal conduct which he or she believes has occurred in the course of Company
business. The Canal Directo is also available for questions regarding any doubts over interpretation
or application of the Code of Ethics and Professional Conduct.

The terms of use of the Canal Directo guarantees the confidentiality of all information received by
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the Oversight Committee.

The Canal Directo places information received in a personal file, which is protected by security
measures required by the Spanish regulations on protection of personal data. Personal information
is deleted when it is no longer necessary or relevant or no more than two months after completion
of the file if the information communicated is not proven out or as soon as the complaint has been
completely processed.

The Canal Directo contains an email address and a telephone number for the purposes of communi-
cation.

Complaints made by means of the Canal Directo are analysed by the Oversight Committee, which de-
termines if irregularities have been committed which are inconsistent with the principles and values
contained in the Code of Ethics and Professional Conduct. The Audit and Compliance Committee
then follows up on the complaints found in the Canal Directo.

The Oversight Committee issues an annual report over the degree of compliance with the Code, in
which it discusses questions regarding its content and application, communicated incidents of non-
compliance and how they were resolved, and matters relating to how the Canal Directo functions.
This report is delivered to the management and governing bodies of Indra.

Since 2012 the Company has had a Compliance Unit, under the supervision of the Secretary General,
which has as its fundamental mandate the inculcation of principles of professional behaviour contai-
ned in the Code of Ethics.

Training Programs

Together with Treasury and Finance, Human Resources periodically develops external and internal
training programs directed at personnel involved in the creation of financial statements for the
Group. The training programs are focused on proper knowledge and implementation of International
Financial Information Standards and on legislation and other regulations governing Internal Control of
Financial Information.
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The Internal Audit and Global Risk Department remain up to date on new developments in the areas
of Risk Management and Internal Control, especially as they relate to Financial Information.

F.2 Assessment of Financial Information Risks
Report on at least the following:

In accordance with the Policy on “Creation, Maintenance and Oversight of the ICFR" approved
by senior management and the Audit and Compliance Committee and, ultimately, the Board,
and with the goal of maintaining an effective control model, the identification of risks is a
continuous process carried out by Company management and put in place and led by the Global
Risk Department..

While the processes associated with information from treasury and finance identify all kinds
of financial, strategic, operational and compliance risks, the process is focused on analyzing
events which may affect the objectives of financial information as they relate to:

> Existence and occurrence

> Completeness

> Valuation

> Delivery, breakdown and comparability
> Rights and obligations
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The Group maintains a continuously updated company registry which contains all of the equity
interests of the Group, whether the interest is direct or indirect, as well as any entity over
which the group may exercise control independent of the legal means by which such control
may be exercised including, should they exist, holding companies as well as special purpose
entities.

Management and update of this registry is done in accordance with procedures dictated by the
Company Guideline Consolidacién y Elaboracién de la Informacion Financiera (“Consolidation
and Creation of Financial Information”).

The scope of consolidation at Indra is determined monthly by Company management in the
form of information available in the company registry in accordance with principles contained
in International Accounting Standards 27, 28 and 31, SIC Interpretation 12, and any other local
accounting standards. Changes to the scope of consolidation are communicated to all of the
companies in the Group as they occur.

Indra has implemented a risk management and identification process permitting it to create a
Risk Map, which is updated periodically. Currently, the Risk Map at Indra classifies risks in the
following fashion:

> Financial Risks: those risks associated with processes, techniques and instruments used for
financial management which affect the reliability of information.
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Under this category are found risks related to Accounting and reporting of financial
information; management of capital of the Company and of others; planning; budgeting; and

operational tax strategy.

> Strategic Risks: risks associated with defining objectives and with structure and

environment, including fraud.

> QOperational Risks: those risks associated with day to day operations carried out in the
business plan. They include, among others, those associated with resource management, the
lack, malfunction or incorrect use of information technology which supports the production of
financial information, and all of the risks associated with the efficiency and effectiveness of

these processes which are key components of the business.

> Compliance Risks: include all of the risks associated with legal concerns and those of
the operational codes of conduct of the organization. They also include risks associated
with noncompliance with external and internal rules, as well as contractual relationships and

warranties.

Oversight of the process of identifying financial information risks is done by the Audit and
Compliance Committee in accordance with its supervisory mandate within the ICFR.

In accordance with the Policy on “Creation, Maintenance and Oversight of the ICFR" approved by
senior management and the Audit and Compliance Committee and, ultimately, the Board, and with
the goal of maintaining an effective control model, the identification of risks is a continuous process
carried out by Company management and put in place and led by the Global Risk Department.
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Indra has implemented a risk management and identification process permitting it to create a Risk
Map, which is updated periodically. Currently, the Risk Map at Indra classifies risks in the following

fashion:

Financial Risks: those risks associated with processes, techniques and instruments used for

financial management which affect the reliability of information.

Under this category are found risks related to Accounting and reporting of financial
information; management of capital of the Company and of others; planning; budgeting; and

operational tax strategy.

Strategic Risks: risks associated with defining objectives and with structure and environment,

including fraud.

Operational Risks: those risks associated with day to day operations carried out in the business
plan. They include, among others, those associated with resource management, the lack,
malfunction or incorrect use of information technology which supports the production of
financial information, and all of the risks associated with the efficiency and effectiveness of

these processes which are key components of the business.

Compliance Risks: include all of the risks associated with legal concerns and those of the
operational codes of conduct of the organization. They also include risks associated with
noncompliance with external and internal rules, as well as contractual relationships and

warranties.
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While the processes associated with information from treasury and finance identify all kinds of fi-
nancial, strategic, operational and compliance risks, the process is focused on analyzing events which
may affect the objectives of financial information as they relate to:

Existence and occurrence

Completeness

Valuation

Delivery, breakdown and comparability

Rights and obligations

Oversight of the process of identifying financial information risks is done by the Audit and Complian-
ce Committee in accordance with its supervisory mandate within the ICFR.

Identification of the Scope of Consolidation

The Group maintains a continuously updated company registry which contains all of the equity
interests of the Group, whether the interest is direct or indirect, as well as any entity over which the
group may exercise control independent of the legal means by which such control may be exercised
including, should they exist, holding companies as well as special purpose entities.

Management and update of this registry is done in accordance with procedures dictated by the Com-
pany Guideline Consolidacién y Elaboracion de la Informacién Financiera ("Consolidation and Creation
of Financial Information”).

The scope of consolidation at Indra is determined monthly by Company management in the form of
information available in the company registry in accordance with principles contained in International

Accounting Standards 27, 28 and 31, SIC Interpretation 12, and any other local accounting standards.

Changes to the scope of consolidation are communicated to all of the companies in the Group as

they occur.

F.3 Control Activities
Report on whether the Company has at least the following, describing
their main characteristics:
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In accordance with the Policy on “Creation, Maintenance and Oversight of the ICFR" approved by
senior management and the Audit and Compliance Committee and, ultimately, the Board, and with
the goal of maintaining an effective control model, the identification of risks is a continuous process
carried out by Company management and put in place and led by the Global Risk Department.

While the processes associated with information from treasury and finance identify all kinds of fi-
nancial, strategic, operational and compliance risks, the process is focused on analyzing events which
may affect the objectives of financial information as they relate to:

Existence and occurrence

Completeness

Valuation

Delivery, breakdown and comparability

Rights and obligations
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The Group maintains a continuously updated company registry which contains all of the equity
interests of the Group, whether the interest is direct or indirect, as well as any entity over which the
group may exercise control independent of the legal means by which such control may be exercised
including, should they exist, holding companies as well as special purpose entities.

Management and update of this registry is done in accordance with procedures dictated by the Com-
pany Guideline Consolidacion y Elaboracion de la Informacion Financiera (“Consolidation and Creation
of Financial Information”).

The scope of consolidation at Indra is determined monthly by Company management in the form of
information available in the company registry in accordance with principles contained in International

Accounting Standards 27, 28 and 31, SIC Interpretation 12, and any other local accounting standards,

Changes to the scope of consolidation are communicated to all of the companies in the Group as

they occur.

Indra has implemented a risk management and identification process permitting it to create a
Risk Map, which is updated periodically. Currently, the Risk Map at Indra classifies risks in the
following fashion:

Financial Risks: those risks associated with processes, techniques and instruments used for
financial management which affect the reliability of information.

Under this category are found risks related to Accounting and reporting of financial information;
management of capital of the Company and of others; planning; budgeting; and operational tax
Strategy.

202

Strategic Risks: risks associated with defining objectives and with structure and environment,

including fraud.

Operational Risks: those risks associated with day to day operations carried out in the business
plan. They include, among others, those associated with resource management, the lack,
malfunction or incorrect use of information technology which supports the production of
financial information, and all of the risks associated with the efficiency and effectiveness of

these processes which are key components of the business.

Compliance Risks: include all of the risks associated with legal concerns and those of the
operational codes of conduct of the organization. They also include risks associated with
noncompliance with external and internal rules, as well as contractual relationships and
warranties.

Oversight of the process of identifying financial information risks is done by the Audit and Complian-
ce Committee in accordance with its supervisory mandate within the ICFR.

The Internal Systems department of Indra Group is responsible for IT in the markets and territories
in which Indra operates. Within their purview is the definition and oversight of security policies and
standards for applications and infrastructure, among which is the internal control model for the IT

darea.
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The Internal Control model at Indra covers IT processes which make up the IT environment, architec-
ture and infrastructure as well as applications that affect transactions which directly affect the pri-
mary business processes of the Company. It also includes impact on financial information and closing
procedures. The above named controls can be implemented automatically within the IT programs
themselves or manually.

Security and management of services models established at Indra are based on regulation UNE-ISO/
IEC 27001 Information Security Management Systems and regulation UNE-ISO/IEC 20000-1 Service
Management Systems, respectively. Both Management Systems are certified by AENOR and are
audited annually in order to verify that they comply with the above mentioned regulations.
Responsibility for Information Security at Indra rests on the Internal Information Systems De-
partment with help from the Security Committee and its subcommittees and the Head of Informa-
tion Security.

AllIT Security regulations at Indra are issued by Internal Systems and approved by executive mana-
gement of the Company.

Information Security Policy at Indra, published on the intranet, has as its objectives management of
IT security and strategic alignment with business goals, guarantee of the confidentiality, complete-
ness and availability of information, and all of the activities involved in achieving these objectives.
This policy is mandatory at all businesses, markets and relevant activities of the Indra Group.

This Policy applies at all information development stages (generation, distribution, storage, handling,
transfer and destruction) of the Systems which process it. It entails all of the Information Systems
and services at Indra and all support servers as well as the environment and applications which
affect business processes of the Company, covering therefare relevant processes in the creation and
publication of financial information.

This Policy conforms with a series of security objectives regarding specific aspects of Information
Security, which include the following:
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Obtaining an accurate assessment and mitigation of risk with the goal of prioritizing security
measures and controls based upon the business objectives at Indra.

Establishment and periodic review of an Information Security Policy which establishes
mandatory basic guidelines for all of the businesses at Indra.

Coordination and organization of Information Security at Indra: the Information Security
structure is composed of the Security Committee and its subcommittees, Head of Information
Security, and the Heads of Market Security. Additionally, the companies at Indra are required to
maintain contact with authorities and stakeholders in order to stay abreast of changes in law
and trends in information security.

Classification and control of assets with the goal of keeping them adequately protected.

Security associated with human resources before engaging employees, contractors or third
party users, during the contract, and upon termination or change, which carries with it the
commitment from each of them to assume responsibility for security.

Physical and environmental security in order to prevent unauthorized physical access, damage,
and interference with buildings and information belonging to the organization. Resources for
handling critical and sensitive information are located in secure areas and protected by security
perimeters and controlled egress.

Management of communications and operations in order to ensure the proper and secure
operation of resources for handling information, to establish responsibilities and procedures for
management and operation of information resources and media.
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¢ Access Control. Access to information, resources for handling information and business
process are controlled based upon the needs of the business and security. In order to establish
access controls, among other things, one must take into account segregation of duties
regarding requests and authorization for and administration of access to services and systems.

¢ Development and maintenance of information systems in order to guarantee the integration of
security means in information systems during development, implementation and maintenance.

+ Management of changes in order to ensure that modification of services and systems
infrastructure is done in a controlled manner, minimizing the risk of impact on the business.

¢+ Management of information security incidents performing follow-up, mitigation, resolution and
learning from information security incidents.

¢+ Management of business continuity by establishing appropriate measures in order to minimize
possible interruptions to operations, protect critical business processes and assure the restart
of said processes.

+ (Compliance with applicable legal requirements, contractual obligations, and security
requirements in order to avoid breaches and non-compliance.

¢ An adequate segregation of duties.
All of these control objectives are divided and specialized in turn to make controls for the special
features and focus of finance. The information system rules at Indra define and explain the control

activities necessary in order to cover the risks in the area of management of information systems as
well as those relating to financial information processes and systems.

INDRA e Consolidated Annual Accounts and Consolidated Directors’ Report

The Policy states that compliance with the described basic controls is mandatory in all Group compa-
nies at the corporate information level as well as with information managed by different markets, in
which case those in charge are responsible for application and implementation of them.

F.3.3.
subcontracted activities and those of third parties, as well as those aspects of assess-

Internal control policies and procedures intended to guide the management of

ment, calculation or evaluation entrusted to independent experts, that may materially
affect financial statements.

Indra does not subcontract relevant activities that could have an impact on financial information.
Nonetheless, there is an internal procedure for hiring external advisors which establishes the level of
approval required as a function of the amount involved. Results or reports on contracts for accoun-
ting, tax or legal services are supervised by the head of Treasury and Finance as well as the head of
the Legal Department and other departments when deemed necessary.

F4 Information and Communication
State whether the Company has at least the following, describing its
principle characteristics:

F.4.1.
(accounting policy area or department) and resolving doubts or conflicts arising from

A specifically assigned function for defining and updating accounting policies

their interpretation, maintaining a free flow of information to those responsible for
operations in the organization, as well as an up to date accounting policy manual distrib-
uted to the business units through which the Company operates.
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Responsibility for application of the Accounting Policies of the Group is the same for the entire geo-
graphic reach of the Indra Group and is found in Treasury and Finance.

The Company has an ICFR Organizational Manual in which the duties and responsibilities of those
positions involved in the process of creating financial information are described. As spelled out in
that document, Treasury and Finance is responsible for establishing the accounting criteria to be
applied, as well as approval of the Accounting Manual which the Head of the Administrative Services
Centre produces and updates.

The Department of Administration keeps all those responsible for preparing financial information

in the various business units of the Group informed of changes in rules, resolves doubts when they
exist and receives information from companies in the Group necessary to assure consistent applica-
tion of Accounting Policies of the Group and to determine the effect of application of new accoun-
ting rules.

On those occasions when application of an accounting rule is especially complex, the Treasury and
Finance Department of the Indra Group informs the external auditors of the conclusions drawn from
the Group's accounting analysis and solicits their opinion regarding the conclusions drawn.
Accounting policies at Indra are developed based upon International Norms for Financial Information
adopted by the European Union and found in a document called Manual de Contabilidad (“Accoun-
ting Manual”). This document is analyzed periodically by the Administrative Services Centre and is
published on the Intranet.
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Indra has a computer application which gathers individual financial statements and facilitates the
process of consolidation and production of financial information. This application permits centraliza-
tion of all of the resulting financial information of Group companies in a single system.

Most of the time, input of the information to the system is done automatically from the Group's
computerized financial system.

F.5 Supervision of System Performance
Describe at least the following:

The Audit and Compliance Committee supervises the proper functioning of ICFR through Internal
Audit, and has evaluated its design and operational effectiveness.

Internal Audit at Indra reports to the Audit and Compliance Committee and helps it to supervise the
proper performance of the internal control system.

As regards the ICFR in particular, Internal Audit performs an annual review of the design and effecti-
veness of the control activities regarding financial information. Pursuant to these reviews, Internal
Audit sends reports on possible shortcomings in internal control that they have detected to those
responsible for these activities, to Senior Management, and to the Audit and Compliance Committee,
as well as action plans adopted by the Company for their mitigation.

Failure to complete an action plan for mitigating a risk detected in the course of Internal Audit's work
is reported to the Global Risk Department for evaluation of its impact and, if it is considered signifi-
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cant, is reported to the CEQ and the Audit and Compliance Committee.

Internal Audit has an annual plan approved by the Audit and Compliance Committee. The plan
provides for tests of business units and processes considered high risk according to the Company
Risk Map.

During 2013 the plan included oversight of ICFR and involved the analysis of 273 control activities
of which 47 are ELC and 31 information technology. All the controls functioned as designed, but
some control weaknesses and opportunities for improvement which did not significantly affect the
quality of financial information were detected and have resulted in action plans following the policy
of continuous improvement which characterizes Indra Group. As of December 31, 201 3 there were
no material weaknesses in ICFR.

Consistent with the above, Company Management believes that as of December 31, 2013 ICFR was
effective, as well as established controls and procedures, so as to provide reasonable assurance that
the financial information disclosed by the Company to outsiders is reliable and adequate.

Internal Audit communicates periodically with Senior Management and the Audit and Compliance
Committee regarding weaknesses in internal control identified in process reviews carried out during
the fiscal year as well as the state of implementation of action plans established for their mitigation.
For its part, the accounts auditor of the Group has direct access to Senior Management of the Group
by means of periodic meetings for the purpose of obtaining information necessary for proper job per-
formance as well as communicating weaknesses in internal control that might have been detected.
The external auditors present an annual report to the Treasury and Finance Department, and to the
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Audit and Compliance Committee in which they describe weaknesses in internal control discovered
in the course of their work.

F.6 Other Relevant Information

F.7 External Auditor’s Report
State whether:

With the goal of improving the transparency and quality of public information it sends out, Indra
has gone beyond its legal obligations and the recommendations of the Working Group and:
a) prepared this description of its ICFR following the sixteen basic indicators recommended

in Section Ill of the Working Group Document,

b) issued a certification verified by the chief executive and the CFO in which they explicitly
acknowledge: (i) their responsibility for establishing and maintaining an adequate ICFR for the
entity, specifying the internal control framework used in order to evaluate the effectiveness of the
ICFR (Internal Control - Internal Framework issued by the Committee of Sponsoring Organizations
of the Treadway Commision - COSO -) and (i) that the ICFR of the Indra Group is effective as of
the close of fiscal 201 3. Certification attached.

Q) considered it appropriate to request the external auditor issue a report in which the
auditor renders an opinion, within a reasonable degree of certainty based upon generally accepted
auditing standards and using as a reference a generally recognized internal control framework,
whether the design and performance of the ICFR of the Indra Group is effective as of the close of
fiscal 2012, which is attached to this Annual Report on Corporate Governance.
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As stated earlier, there exists no legally binding regulation which establishes the minimum require-
ments for companies in describing their ICFR.

Future regulations issued regarding information about ICFR that listed companies must publish may
cause a change in the information contained in this report as they relate to breakdown or informatio-
nal requirements.

Specify the Company’s level of compliance with recommendations from the Unified Code
of Good Governance.

In the event that a recommendation is not followed or folloed only partially, a

detailed explanation should be included explaining the reasons in such a manner that
shareholders, investors and the market in general have enough information to judge the
company s acts. General explanations are not acceptable.

1. That the Bylaws of listed companies do not limit the maximum number of votes that may
be cast by one shareholder or contain other restrictions that hinder the takeover of control of
the company through the acquisition of shares on the market.

See sections; A.10,B.1,B.2,C1.23and C1.24

[] Explanation

Complies

2. That when the parent company and a subsidiary are listed on the stock exchange both
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should publicly and specifically define:
a) The respective areas of activity and possible business relationships between them, as well as
those of the listed subsidiary with other Group companies;

b) The mechanisms in place to resolve any conflicts of interest that may arise.
See sections: D.4 and D.7

[] Complies [] Complies Partially [] Explanation Not Applicable

3. That, although not expressly required by commercial law, transactions that entail a struc-
tural modification of the company should be submitted for approval at the annual sharehold-
ers meeting and, in particular, the following:

a) Transformation of listed companies into holding companies through the incorporation of
subsidiaries to carry out essential activities previously performed by the company itself, even when
the company maintains full control;

b) Acquisitions or disposals of essential operating assets that entail an effective modification of the
statutory activity of the company;

) Transactions whose effect is equivalent to liquidation of the company.

See section B.6
[] Explanation

Complies [] Complies Partially
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4. That proposals for resolutions to be passed at the annual meeting, including the informa-

tion referred to in Recommendation 28, be made public when the meeting is called.
Complies [] Explanation

5. That items which are substantially independent should be voted on separately at the an-

nual meeting, enabling shareholders to express their voting preferences separately. This rule
should apply particularly in the following cases:

a) When appointing or ratifying directors, where votes should be made on an individual basis;

b) In the event of amendments to the Bylaws, for each Article or group of Articles which are sub-
stantially independent.

Complies [] Complies Partially [] Explanation
6. That companies should allow split voting, enabling financial intermediaries appearing as
shareholders but acting on behalf of different customers to cast votes in accordance with the
latter's instructions.

Complies [] Explanation
7. That the board execute its functions with a single purpose and independently, treat all
shareholders equally and be guided by the interests of the company, maximising the financial
value of the company in a sustained manner.

The board will also ensure that its relationships with stakeholders of the company are in
accordance with law and regulations; that it complies in good faith with its obligations and
contracts; that it respects the customs and best practices of the sectors and territories where
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it carries out its activities; and that it applies any additional corporate social responsibility
principles it has voluntarily accepted.

Complies DComplies Partially DExplanation
8. That the board undertakes, as its core mission, approval of corporate strategy and the
specific organizational structure for implementing it, as well as to supervise and ensure that
management complies with established objectives consistent with the business purpose and
corporate interests of the company. To this end, the board as a whole should approve:

a) General corporate policies and strategies, in particular the following:
I The business plan, management targets and the annual budget.

i, The investment and financing palicy.

iil, The definition of the structure of the group of companies.

iV, The corporate governance policy.

V. The corporate social responsibility policy.

Vi, The policy for senior management compensation and performance
appraisal.

Vii. The risk management and control policy and regular monitoring of

internal information and control systems.
viii, The policies on dividends and treasury shares, particularly with regard to
their limits.

See sections C.1.14,C1.16and E2
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b) The following decisions:

i. At the proposal of the company's chief executive, the appointment and possible termination of
senior managers, and approval of their severance clauses.

ii. Compensation of directors and, in the case of executive directors, additional compensation for
their management duties and other conditions contained in their contracts.

iii. Financial information which, as a listed entity, the company is periodically required to publish.
iv. All types of investments or transactions which may be considered strategic by virtue of their
large amount or special characteristics, except when they must be approved at a meeting.

v. The creation or acquisition of equity interests in special purposeentities or entities domiciled
in countries or territories considered tax havens, and any other similar transactions or operations

which, in light of their complexity, could undermine the Group's transparency.

¢) Transactions carried out by the company with directors, significant shareholders or those
represented on the board, or parties related to any of them (related party transactions).
However, such authorisation from the Board will not be required for related-party transac-
tions that simultaneously meet the following three conditions:

1. That the transactions be carried out under contracts with standard conditions that apply
generally to a large number of customers.

2. That the transactions be carried out at prices or fees generally established by the party
that acts as a supplier of the good or service involved.

3. That the transactions be for an amount not exceeding 1% of the company’s annual
revenue.

It is recommended that the board approve any related party transactions following receipt of
a favourable report from the audit committee or, as appropriate, any other commissioned for
this purpose, and that the affected directors neither exercise nor delegate their right to vote

209

and instead leave the meeting room while the board deliberates and casts its votes on the
matter.

It is recommended that the powers attributed to the board should not besubject to delega-
tion, except those mentioned in letters b) and c), which may be adopted in urgent circum-
stances by the Executive Committee with subsequent ratification by the Board in plenary
session.

See sections: D.1 and D.6

Complies DComplies Partially DExplanation
9. That the board be of an appropriate size to enable it to operate in an effective and participa-
tory manner. It is therefore advisable that it comprise no fewer than five and no more than

fifteen directors.
See section:: C1.2

Complies [] Explanation

10. That external Proprietary and Independent directors constitute a substantial majority of
the Board and that the number of executive directors be the minimum necessary taking into
account the complexity of the corporate group and the percentage equity participation of
executive directors in the company.

See sections: A.3and C.1.3
[] Explanation

Complies DCompHes Partially
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11. That among external directors, the ratio of proprietary directors to independent directors
should reflect the proportion between the equity interest in the company represented by
proprietary directors and the remaining share capital.

This strict proportional criterion may be adjusted in such a way that the number of Proprie-
tary directors exceeds the number that would apply to the percentage of total equity interest
they represent:

1. In companies with high market capitalization in which interests that are legally considered
significant are minimal or nil, but where there are shareholders whose interest has a high

absolute value.

2. In companies where a plurality of shareholders represented on the Board are not related to
one another.

See sections: A2, A3andC1.3
[] Explanation

Complies

12. That the number of independent directors should represent at least one third of the total
number of directors.

See section: C.1.3.
[] Explanation

Complies

13. That the board of directors explain the status of each director to the shareholders at the
meeting so that the shareholders may appoint or ratify the directors, and that these details
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be confirmed or, where appropriate, reviewed each year in the annual corporate governance
report after verification by the nomination committee. This report should also explain the
reasons for the appointment of proprietary directors at the proposal of the shareholders
whose equity interest is less than 5%. It should also explain, where applicable, why formal
requests from shareholders for membership on the board meeting were not honoured, when
their equity interest is equal to or exceeds that of other shareholders whose proposal for
proprietary directors was honoured.

See sections:C.1.3and C.1.8

Complies DCompHes Partially DExp\anation
14. That when the number of female directors is minimal or nil, the nomination committee
should ensure that, when vacancies arise:

a) The appointment process is nat implicitly biased against the selection of female directors.

b) The company seeks out, and includes among its potential candidates, women with the appropri-

ate professional profiles.
See sections: C.1.2,C1.4,C1.5,C16,C22andC.24.

Complies [] Complies Partially [] Explanation [ I Not Applicable

15. That the chairman, as the individual responsible for the effective functioning of the
board, should ensure that directors receive sufficient information in advance; should encour-
age discussion and the active participation of the directors during meetings of the board,
safeguarding their freedom to take positions and their freedom of opinion; and should organ-
ise and coordinate, together with the chairs of the relevant committees, the periodic evalua-

tion of the board and, where appropriate, of the managing director or chief executive.
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See section: C1.18y (147

Complies DCompHes Partially DExplanation

16. That when the chairman of the board is also the chief executive of the company, one of
the independent directors should be authorised to convene the board meeting or include new
items on the agenda; to coordinate and reflect external directors’ concerns; and to direct the
board's evaluation of the chairman.

See section:: Cl1.22

Complies DCompHeS Partially DExp\anation [ INot Applicable

17. That the secretary of the board of directors takes care especially that actions taken by the
board:

a) Are consonant with both the letter and the spirit of laws and regulations, including any approved

by regulatory bodies;

b) Are in accordance with the company's Bylaws, and with the rules of the shareholders meeting, the
board of directors and any other company regulations;

) Consider all recommendations on good governance included in this Unified Code that have been

adopted by the company.

Furthermore, to ensure the independence, impartiality and professionalism of the secretary of the
board, any nomination to or dismissals from this position must be reported by the nomination com-
mittee and approved by the board of directors in plenary session; and that said appointment and
dismissal procedures be included in the board rules..
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See section: C.1.34

Complies DCompHes Partially DExplanation
18. That the board meet with the frequency necessary to perform its functions effectively,
follow the schedule and agenda established at the beginning of each fiscal year, and allow

each director propose that additional matters be raised that were not included in the initial

agenda.
See section: C1.29
Complies DCompHes Partially DExp\anation

19. That any failure to attend by a director must be unavoidable and quantified in the Annual
Corporate Governance Report. If a proxy is necessary, that it contain instructions.

See sections: C.1.28,C.1.29and C.1.30

Complies [] Complies Partially [] Explanation

20. That should a director or the secretary raise concerns regarding any proposal or, in the
case of directors, the direction the company is going, and such concerns are not resolved by
the board, the concern must be stated for the record at the request of the individual who
raised it.

DExplanation [ INot Applicable

Complies DCompHes Partially



Chapter 3 « Consolidated Directors' Report

21. That the board in plenary session must assess, on an annual basis:
a) The quality and efficiency of the board's operations;

b) Based on a report by the nomination committee, the performance of the chairman of the board

and chief executive of the company;
) The performance of the board committees, on the basis of their reports.
See section: C.1.19and C.1.20

Complies DComplies Partially DExplanation

22. That all directors may exercise their right to obtain any additional information which they
may deem useful regarding matters within the mandate of the board. Unless the company'’s
bylaws or the board Rules state otherwise, such information requests must be directed to the

Chairman or secretary of the board.
See section: C.1.41

Complies [] Explanation

23. That all directors are entitled to request that the company provide sufficient consulting
services to carry out their functions properly. The company must decide on the most suitable
way to exercise this right which, in special circumstances, may include outside consulting at
the company’s expense.

See section: C.1.41

Complies [] Explanation
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24. Companies should organise orientation programmes for new directors to acquaint them
rapidly with the workings of the company and its corporate governance rules. Directors
should also be offered refresher programmes when circumstances so indicate.

Complies [] Complies Partially [] Explanation
25. That companies require that directors commit the time and effort necessary to perform
their tasks effectively. As a result:
a) Directors should inform the nomination committee of their other professional obligations in case

they could affect the director’s required dedication
b) Companies should establish rules on the number of boards in which directors may participate.

See sections: Cl12 C1a13yC1.17

Complies [] Complies Partially [] Explanation

26. That any proposed appointments or re-elections presented by the board to the share-
holders at the meeting, as well as any temporary appointment through co-opting, must be
approved by the board:

a) At the proposal of the nomination committee in the case of independent directors.

b) With a prior report from the nomination committee, in the case of other directors.

See section: c1.3

Complies [] Complies Partially [] Explanation
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27. That companies publish and update the following information regarding directors on the
company website:
a) Professional profile and biography;
b) Any other boards to which the director belongs, regardless of whether the companies are listed
c) Type of directorship, indicating, in the case of individuals who represent significant shareholders,
the shareholder that they represent or are to which they are connected.
d) The date of their first appointment as a director of the company’s board of directors, and any
subsequent nomination, and;
e) The shares and options they own.

Complies [] Complies Partially [] Explanation
28. That proprietary directors representing significant shareholders must resign from the
board if the shareholder they represent sells its entire shareholding or reduces its percentage
interest to a level that requires a decrease in the number of proprietary directors representing
this shareholder.

See section: A2, A3y Cl.2

Complies [] Complies Partially [] Explanation

29. That the board of directors may not propose the dismissal of any independent director
before the completion of the director's term provided for in the bylaws unless the board finds
just cause and a prior report has been prepared by the nomination committee. Specifically,
just cause is considered to exist if the director has failed to complete the tasks inherent to
his or her position or entered into any of the circumstances which would cause the loss of

independent status in accordance with Directive ECC/461/2013.
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The dismissal of independent directors may also be proposed as a result of a public share
offer, joint venture or similar operation entailing a change in the shareholding structure of
the company, provided that such changes in the structure of the board are the result of the
proportionate representation criteria set forth in Recommendation 12.

See sections: C1.2,C19,C119yC1.27

Complies [] Explanation

30. That companies establish rules requiring that directors inform the board and, where ap-
propriate, resign from their positions, when circumstances arise which may damage the com-
pany's standing and reputation. Specifically, directors must be required to report any criminal
acts with which they are charged, as well as the consequent legal proceedings.

If a director is indicted or tried for any of the crimes set out in Article 213 of the LSC, the
board must investigate the case as soon as possible and, based on the particular situation,
decide whether the director should continue in his or her position. The board must provide a
reasoned written account of these events in its Annual Corporate Governance Report.

See sections: C142,C143

Complies [] Complies Partially [] Explanation

31. That all directors clearly express their opposition when they consider any proposal to be
against the company's interests. This applies especially to independent directors and direc-
tors who are unaffected by a potential conflict of interest if the decision could be detrimental

to any shareholders not represented on the board.
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Furthermore, when the board makes significant or repeated decisions about which the direc-
tor has serious reservations, the director should draw the appropriate conclusions and, in
case of resignation, explain the reasons for this decision in the letter referred to in the next
Recommendation.

This Recommendation also applies in the case of the secretary of the board, despite not be-

ing a director.
Complies DCompHeS Partially DExp\anation [ INot Applicable

32. That whenever, due to resignation or any other reason, a director leaves before the com-

pletion of his or her term, the director should explain the reasons for this decision in a letter

addressed to all the directors of the board. Irrespective of whether the resignation has been

reported as a relevant event, it must be included in the Annual Corporate Governance Report.

See section: C19

Complies DCompHes Partially DExp\anation [ INot Applicable
33. That only executive directors should receive compensation in the form of shares in the
company or Group companies, options or instruments relating to share value, variable com-

pensation linked to the company’s performance, or pensions.

This recommendation does not apply to share-based payments when directors are required to
maintain ownership of those shares until they leave their positions.

Complies DCompHeS Partially DExp\anation [ INot Applicable
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34. That external directors receive sufficient compensation to reward the dedication, quali-
fications and responsibility inherent to their posts, but not so high as to compromise their
independence.
Complies DExp\anation [ Not Applicable
35. That compensation linked to company performance take into account any qualifications
included in the external auditor's report that may reduce profit for the year.
Complies [] Explanation [ ] Not Applicable
36. That variable compensation policies incorporate limits and technical safeguards necessary
to ensure that compensation rewards the professional performance of its recipients rather
than the general development of the market or the company’s business sector, or any other
similar circumstances.
Complies DExp\anation [ INot Applicable
37. That if there is an executive committee, the proportion of each different director category
must be similar to that of the board itself, and its secretary must be the secretary of the
board.

See section: C2lyCeb

Complies DComplies Partially DExplanation [ INot Applicable

38. That the board must always be aware of the matters discussed and decisions taken by
the Executive committee and that all directors of the board receive a copy of the minutes of
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Executive committee meetings.

Complies DExplanation [ INot Applicable
39. That the board of directors establish, in addition to the audit committee required by the

LMV, a committee or two separate committees to deal with appointment and compensation.

That the rules for the composition and functioning of the audit committee and the nomina-
tion and compensation committee or committees be included in the board rules, and include
the following requirements:

a) That the board appoint the members of these committees, taking into account their knowledge,
skills and experience and the tasks to be carried out by each committee; that it deliberate over their
proposals and reports; and that they be required to appear before the first plenary session of the
board to report on their activities and answer all questions relating to the work performed.

b) That these committees must be comprised solely of external directors, with a minimum of three.
However, executive directors or senior management personnel may attend when committee mem-
bers request their presence.

) That they be chaired be independent directors.

d) That they be entitled to request external advisory services if necessary to fulfil their functions.
e) That minutes be taken at all committee meetings and a copy sent to all directors of the board.

See sections: C2lyCe4

Complies [] Complies Partially [] Explanation
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40. That the supervision of compliance with the internal code of conduct and corporate gov-
ernance regulations be the responsibility of the audit committee, the appointment committee
or, if they exist as separate bodies, the compliance or corporate governance committees.

See sections: C23yC24

Complies [] Explanation

41. That the members of the audit committee, in particular its chairman, are appointed in

consideration of their knowledge and experience in accountancy, audit and risk management

issues.
Complies [] Explanation

42. That listed companies have an internal audit function supervised by the Audit committee
to ensure that information and internal control systems operate correctly.

See section: C23

Complies [] Explanation

43, That the person in charge of the internal audit function present an annual work plan to
the audit committee, report directly on any issues that may arise during the implementation
of this plan and present an activity report at the end of each fiscal year.

[] Explanation

Complies [] Complies Partially
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44, That the control and risk management policy identify at least the following:

a) The different types of risk (operational, technological, financial, legal, reputational etc.) faced by
the company, including under financial or economic risks any contingent liabilities and other off-
balance sheet risks;

b) A setting of risk level deemed acceptable by the company;

€) The measures in place to mitigate the impact of the risks identified should they materialise;

d) The internal control and information systems that will be used to control and manage the afore-
mentioned risks, including contingent liabilities and off-balance sheet risks.

See section: E

Complies [] Complies Partially [] Explanation

45, That the audit committee be responsible for:
With regard to information systems and internal control;
a) That the primary risks identified through monitoring the effectiveness of internal control and
internal audit within the company, as the case may be, are properly managed and disclosed.
b) Ensure the independence and effectiveness of the internal audit function; propose the selec-
tion, appointment, re-election and dismissal of the head of internal audit; draft a budget for this
department; receive periodic information on its activities; and verify that senior management
takes into account the conclusions and recommendations of its reports.
C) Establish and supervise a mechanism that allows employees to report confidentially and, if
appropriate, anonymously, any irregularities with important consequences, especially those of a
financial or accounting nature, that they observe in the company.

With regard to the external auditor:

a) Regularly receive information from the external auditor regarding the audit plan and its
results, ensuring that senior management takes its recommendations into account.

b) Ensure the independence of the external auditor, to which end:
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i) The company file a relevant event report with the CNMV when there is a change of auditor,
along with a statement on any differences that arose with the outgoing auditor and, it appli-
cable, the contents thereof;

ii) That should the external auditor resign, examine the circumstances leading to the resignation.

See sections: C.1.36,C23,C24and E2

Complies [] Complies Partially [] Explanation
46. That the audit committee may require the presence of any employee or manager of the
company, even without the presence of any other member of

management.

Complies [] Explanation
47. That the audit committee report to the board, before adopting the corresponding deci-
sions, on the following issues indicated in Recommendation 8:

a) The financial information that listed companies are required to publish from time to time. The
committee must ensure that interim accounts are prepared applying the same accounting principles
as the annual accounts and, for this purpose, consider whether a limited review by the external audi-
tor is necessary.

b) The creation of or acquisition of shares in special-purpose vehicles or entities domiciled in coun-
tries or areas considered to be tax havens, as well as any other similar transactions that, due to their
complexity, could obscure the transparency of the group.
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) Related-party transactions, unless this preliminary reporting has been allocated to a committee
other than the supervision and control bodies.

See sections: C23yC24

Complies [] Complies Partially [] Explanation

48. That the board of directors endeavours to submit the annual financial statements to the
annual shareholders meeting with no qualifications or reservations in the audit report and, in
the exceptional circumstance that it fails to do so, the chair of the audit committee and the
auditors must clearly explain the content and scope of the reservation or qualification to the
shareholders.

See section: C1.38

Complies [] Complies Partially DExplanation
49, That the majority of the directors of the nomination committee - or the
nomination and compensation committee if both functions are combined

in one body - are independent directors.
See section: Cel
DExplanation

Complies [] Complies Partially

50. That, in addition to the functions indicated in the previous Recommendations, the nomi-
nation committee is also responsible for the following functions:
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a) Evaluate the competence, knowledge and experience required by the board and define as a
consequence the roles and skills required for candidates to fill a vacancy, as well as the time and
dedication required to perform their duties.

b) Adequately review or organise succession to the positions of chairman and chief executive and,
when applicable, make proposals to the board to ensure a well-planned and orderly succession.

) Report on the appointment or dismissal of senior management proposed by the chief executive to
the board.

d) Inform the board on gender diversity matters included in Recommendation 14 of this Code.
See section; Ce4

Complies DCompHeS Partially DExp\anation [ INot Applicable
51. That the nomination committee consult with the chairman and the chief executive of the
company, especially in relation to executive directors. That any director may ask the nomi-
nation committee to consider potential candidates he or she considers appropriate to fill a
vacancy on the board of directors.
Complies DCompHes Partially DExp\anation [ INot Applicable
52. That, in addition to the functions indicated in the preceding recommendations, the com-
pensation committee be responsible for the following functions:
a) Propose to the board of directors:
i) The compensation policy applicable to directors and senior management
ii) The individual compensation of executive directors and the terms and conditions of
their contracts.
iii) The basic conditions of contracts signed with senior management

b) Ensure compliance with the compensation policy established by the company
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See sections; C24

Complies DCompHes Partially DExp\anation [ INot Applicable

53. That the compensation committee consult with the chairman and the chief executive of
the company, especially in relation to executive directors and senior management.

[ INot Applicable

Complies [] Explanation

1.If there is any aspect regarding corporate governance in the company or other companies in the
group that have not been included in other sections of this report, but which are necessary in order
to obtain a more complete and understandable picture of the structure and governance practices in

the company or group, describe them briefly below.

2. This section may also be used to provide any other information,explanation or clarification relating

to previous sections of the report, so long as it is relevant and not redundant.

Specifically, indicate whether the Company is subject to any corporate governance legislation differ-
ent from than that prevailing in Spain and, if so, include any information required under this legisla-
tion that differs from the data requested in this report.

3. The company may also indicate whether it voluntarily complies with other ethical or best practice
codes, whether international, industry based, or other. In such a case, name the code in question and

the date the company begn following it.
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Regarding Section A.2 describing direct and indirect holders of significant amounts of stock, note
that in the communication made to the CNMV on 11 August, 2011, the holdings of FMR LLC are
through various funds that are mentioned in the communication. This letter does not mention the
number of shares held directly by each of the funds; only the overall participation of FID LOW PRICED
STOCK FUND, which on that date amounted to 8.69%, is indicated.

In the same section and regarding the most significant changes in shareholder composition occurring
during the fiscal year, the following trades may be noted:

On 2 August, 2013 Banco Finaniero y de Ahorros sold all of its direct and indirect holdings
in Indra (33,057,734 shares, representing 20.14% of equity) to the Sociedad Estatal de

Participaciones Industriales.

On 5 August, 2013, Liderbank, S.A. sold its entire stake in Indra (8,212,805 shares representing
5% of equity) to qualified investors, thus ending its stock ownership of the Company.

Regarding Section C.1.15 relative to total compensation of the Board of Directors, it is noted that
the amount given here does not coincide with the amount given in the semi-annual report because
the latter includes gross value of shares received by executive directors, while this report uses a net
amount,

In addition, regarding Section C.1.16 relative to compensation paid to senior management during
fiscal 2013, it is noted that the amount given of 7,339 thousand euros is for the seven senior
managers during 2013, and includes the gross value of shares delivered, and is the same as that

contained in the semi-annual report.
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Regarding Section C.1.17 on members of the board who are also members of the boards of directors
of significant shareholders and/or companies in the group, it is noted that Mr. Eusebio Vidal-Ribas
(natural person representative of director Casa Grande de Cartagena, S.L.U) is Managing Director

of Casa Grande de Cartagena, S.L.U. and occupies the posts indicated below in members of that
company's group:

Polan, S.A. - Director

Pactio Gestion, S.G.LI.C, S.A. - Managing Director

Allocation, SI.CA.V, S.A. -Director

Keeper Inversiones, S.I.CAV., SA.- Director

Chart Inversiones, S.I.CAV, S.A.- Director
Regarding the number of Board meetings where the Chairman was not present indicated in Section
C.1.29, itis noted that he was not present at the 2 sessions which dealt with his compensation and
evaluation in his capacity as CEO as well as Chairman of the Board.
Regarding Section C.1.30 relative to attendance at meetings of the Board and its Committees, it is
noted that during fiscal 2013 total physical attendance at meetings of the Board and its Commit-
tees was 89%, and 94% in the case of independent directors.
Regarding C.1.45 relating to agreements between the company and senior and supervisory em-
ployess or employees with severance clauses or golden parachutes effective when these employees
resign or are fired without cause or when their employment relationship ends due to a public offer-
ing or other type of activity, it is specifically noted that such severance clauses or golden parachutes

do not exist in the contracts for services with executive directors.

Regarding Section D.2 it should be made clear that all related transactions with significant share-
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holders have been authorized in accordance with Board rules and done in the ordinary course of
business of the Group and under market conditions, do not represent individually or in their entirety
a significant amount relative to company value, financial condition or turnover of the Group, without
affecting the fact that it is Company policy to make detailed disclosure of all such relationships in
this report. Specifically, the following is noted:

That "finance expenses” refers to expenses and interest paid for financial brokerage services
and drawdown on lines of credit.

That "receipt of services” refers to services rendered to Indra which were necessary for Indra’s
business.

The amounts shown under “services rendered” are for services performed by Indra within the
scope of its business.

The amounts denominated as “other expenses” are for expenses for management of bank
guarantees,

“Financial Income” relates to interest received by Indra for short term deposits.

In the "finance agreements” category, 17,475 mé€ is included, which represents the maximum
amount of credit lines and 84,819 m€, which represents the maximum amount of derivative
lines and trade credits. This latter amount is included in the semi-annual report under the
category "other activities,” not available in this form.

In its semi-annual report, the Company included under the heading “other related parties”
transactions with Banco Inversis, S.A. until August, 2013, after which it was no longer a related party
due to the sale of Banco Financiero y de Ahorros of its equity interest in Indra.

Regarding Section D.3, related transactions with directors do not represent individually or in the
aggregate a significant amount of turnover or value of the Company, were all done in the ordinary
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course of business of the Company and under market conditions, and authorized by the Board

of Directors consistent with Board Rules. Notwithstanding the foregoing, it is the policy of the
company to make detailed public disclosure of such transactions.

The receipt of services indicated are for security services rendered by companies within the Segurib-
er-Umano Group, of which Mrs. De Oriol is a majority shareholder and Chair. Companies within the

Seguriber-Umano group had business relationships with Indra before appointment of Mrs. De Oriol as
director.

This Annual Corporate Governance Report was approved by the Board of Directors of the Company
at the meeting held on 27 March 2014,

Indicate whether any Directors voted against or abstained from voting on this report.
[ ves No

Name of Director not Voting for Approval of this Report

Reasons (opposed, abstention, non-attendance)

Explanation of Reasons
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i7demarzo de 2014
Informe de la Direccidn sobre |a responsabil
del Sistema de Control Internc de la Informacién Financiera
El Consejo de Administracion y la Direccidn es ble del bl i ¥ imi de un adecuado

Sistema de Control Interno sobre |a Informacién Financiera (SCIIF).

EISCIIF de Indra Sistemas, 5.A. y sociedades dependientes (Grupo Indra] es un proceso disefiado para proporcionar una
seguridad razonable respecto a la fiabilidad de la informacién financiera v la elaboracién de las cuentas anuales
consolidadas a efectos externos, de acuerdo con el marco normative de informacién financiera que resulta de
aplicacion,

Debido a sus limitaciones inherentes, es posible que el control interno sobre la informacisn financiera no prevenga ni

detecte todos los errores y dnic puedan p un con respecto a la
presentacidn y preparacion de las cuentas anuales c lidadas. Asimi: las extrapolaciones de una evaluacion de su
eficacia a ejercicios futuros estdn sujetas al riesgo de que los controles puedan llegar a ser inad dos debido a los

cambios de condiciones o porque se produzca un deterioro del nivel de cumplimiento de las politicas o procedimientos.

La Direccitin ha efectuado una evaluacion sobre la eficacia del SCIIF a 31 de diciembre de 2013, basada en los criterios
establecidos en el Marco Integrado de Control Internc emitido por el Committee of Sponsoring Organizations of the
Treadway Commision [COSO).

Como resultado de esta evaluacién, y k lase en los mencionados criterios, |a Direccién concluye que el Grupo Indra
mantenia un SCIIF eficaz a 31 de diciembre de 2013.
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El SCIIF de Grupo Indra al 31 de diciembre de 2013 ha sido auditado por los auditores ind di KPMG Aud
S.L, como se indica en su informe incluido dentro del Informe Anual de Gobierno Carparative de Grupo Indra del
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Infurmng del Auditor Independiome sobrg ¢l
Sisterna de Control Interna sobee la Informacide Finangiem

A bos Audmmistradores de
Indrn Sistemas, 5.A,

Ile acuernio con wu sobicited ¥ eon nucstra corta de cocarge de focha 29 do cetabee de 2113,
hemos caamimado € sistemn de ponmol Enlemo webne la informacidn finasciem de Indm
Sigtemias, 5.4 (ln Sociedad) v socidades dependicates (Grupe [ndra) ol 31 de diciembre de
20073, hasda in los criterios establecidon e el Mearon Inteprnda de Coenral Intermo emitido por
€l Commitice of Spansaring Organzations of the Treadway Commision (COS0), B Consejo de
Adminisracita de ln Saciedad ¥ In Altn Deneccidn ktrmunw*w.l.

medidas  oponunm  para gamnticar il In 1l fom, manteninvientn y
supervision de wn adecuntlo nllm.ldcmlﬂrui imlerio sobwe 1a Ilru'n'ndﬁu.ﬂum fial e
de la evnlaacidin de s efieacta y del d Io il mncjiras & dichi sl tal ¥ oom s sedaln

e el Informe de ln Direcesdn del Cinupo sobre el Sistema de Comtrol Inlemo dz ks Informacion
Franciera adjunto. Nueeilm mapomabilidsd o exprowes um opinion sobee 1n eficacia del
Seawmin de Condrol Inerno sobee ba Infismacitn Financem del CGrupo basada en nuestm
ST

Tl comeol inserno sobre n informacion fimencen de wna entsdvl ov an proceso disefisdo pan
proponciomar unn segunidad meonable respocio o qoe la inflemaciin finosciem anuml = bk
elshormba de confomidsd eon €] mareo de informacide Mnanciers yue resultn de aplicacion e
incloye aguellns politicas v procedimdentos que i) esten dirigides 8 ln exstencia
muntenimienio de registros que recojan fleimente, con un detalle mzonable, lm tmnscciones ¥
nctivos del Cinupo; liljpmpﬂul}unmkjmnhd mmlﬂ:hquhllmumn
registran mlecundamenie de modoe gue | (Rt ldsdom el
Gaupo de acuerda con el mass de e — Fnanciern que resulle de aplicacide; ¥ (i)
propofcinmes una segirided raronihle respocto a la prevencidie 0 detoccidn oporiuns dé altes,
bajas o um uso no sulonesdos de o aetivos del Girupo que podiemn tener un cfecto signifbativo
sibee las cuentas amunles comolidsdses. En cae semtido, debido o ke limitscionts inherentes a
b mistemma e couteol fnterno, hay qee tener e coenta que. con ndepemdancia de a calicted del
disedn ¥ opembivided ded corarl intemn sdopiado en relacion a In imformaclon fmancicre sual,
ésie silo puede permitir una seguridad meonable, pery o absolta, en relacidn con los phjatves
que persijgue

Hemos realizado messtrn adisnria de senerdo com |a nomea 1SAE 3000 (Indemmtional Standard
on Assumnez Engagements MMl Assumnee Engagemenis other than Awdizs or Reviews of
Hismocical Finuncial Infonmation) cnitida por e Ivfermationad  Aoditing And  Assunece
Standnrds Boand {(IAASH) de 1a Intemnational Fedemtion of Accoantangs (TPAC) pars |n ensiian
de informes de segaridad razovable, Fsta norma reqaiere que planifiquemis & peslicemes
nuestno irmbajo pans propoecicnar una segsridad mzonable de que ol Grupo mantiene, en 1odos
loa mspectos sighificativos, un conthol mlerme efiae sobre b mformaciin financiemn, o incloy
obtener un smiendimicnto del Sisema de Control lntemo sobee fa Informacedn Financicra del
Carupa, la comprobacidn ¥ evaluscidn en bases selectivan del diseflo y cfleasin operativa del
mismn, ¥ kb realizecibe de otros provedimienios wee hemos considerado mocosarios e L
circunstancing. Comideramos quie ouestm examen proporcint ura base razannble parm nuestm
apanim,
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Ihido & e limitacsones. inherenies o fodo sistema de comirol {nterno stempee exide b
poashilidad de goe ¢l Sistema de Control Imemne sobre b Informesiin Financier no prevengs ni
detecie bos errores o ivogularidades que puedan produciree, bien sean debido o erores de juicio,
flllnhummnumlm»mmwmm fruslubemtns o iegulares. Asimesmo, la
e baciin de b evnluseidn de sy eficacia o gjencicics fituros estd sujeta al resgo de goe hs
nmhpm“lhwlm inndevusdos debudin @ los cambics de combaciones o pongue 5
predusica un deteriom del mivel de cumglembesio de las politicas o procedimionio,

Er muesm opinids, ¢ Uripo mantene, om todos los aspectos significativos, un sheesa de
eanemd intemo efienz wobre ln informacitn Enanciern al 31 diciembee de 2013, & scwerdo con
los crifierion estabilacidos en ¢! Marco Inlegmado de Contred lntermo emitido por ef Commilies of
Spomirmy Organizations of 1he Tresdway Conmision (C0%0),

Nuesire examen o constlivye e suditorin de coonios ni = encnenire sometido al Teato
Redundsdo de i Ley de Audionia de Coentns, aprobado pos e Real Decreto Leghlative
17200 1de | de julio, por o que no expressmos ana opinsdn de suditoria de cusoins oo los
lEmuinos previsios en ln citsds normstiva, aplicable en Evpufie. Mo obstante, con fecha 28 e
marst de M4 hemus emitido, de acuerdn con | sormaative repuladorn de b octevidad de
auiiioria de cuemtus vigente en Espolla, muestro informe de audiionia acercn de Ine coemtes
amunles oonsolicadss de Grupo del gjercicio 2005 en ef que expresemon una opinitn fvomble.

Este infeeme ha sido preparmdo de scuende don sa solicud, o ef contexin de fos requerinsienis
esinbliecidos por b Ley 2401588, de 28 de julln del Meseado de Valomes, naodificads por la Ley
22011, de 4 do moarzo de Economin ¥ ls Cirgular $2003 de 12 de junio de o Comiide
Sacional del Mercado de Volones, a los efecios de bn descripeiin ded Sistema de Contmal Interno
de la Informacion Financwrn én los Informes Amusles de Goblomo Corpomtive. No
nilmitifemos respomabilidsd algnna frenle a persones distintas de los destimatazin de e

Hilario Albarracin Santa Cras

28 de mereo de 2014
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