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Consolidated Annual Accounts

Consolidated Statements of Financial Position at 31 December 2015 and 2014

(Expressed in thousands of Euros)

Assets Note 2015 2014 Equity and Liabilities Note 2015 2014
Property, plant and equipment 6 136927 127.348 Subscribed capital 18 32826 32826
Share premium 18 375955 375955
Goodwill 8 470408 583.285
Reserves 18 (1.464) 1.949
Other intangible assets 9 289213 289833 Other own equity instruments 18 17.259 17.046
Equity-accounted investees 11 8943 5664 Cash flow hedges 18 (30409) (19:866)
Own shares 18 (3.081) (1642)
Non-current financial assets 12 41185 83.883 Translation differences 18 (42.224) (48.263)
Deferred tax assets 36 200017 116,040 Prior years' profit and loss 18 (54.823) 582894
Equity attributable to owners of the Parent 294.039 940.899
Total non-current assets 1.146.693  1.206.053
Non-controlling interests 18 13.607 12675
Non-current assets held for sale 10vY17 1655 7656 Total equity 307.646 953.574
Inventories 13 70167 231149 Financial liabilities from issuing bonds and other marketable securities 20 237543 229,686
Loans and borrowings 20 724372 596.044
Other financial assets 14 /2806 6.e37 Other non-current financial liabilities 21 32.383 30984
Derivatives 14 1.701 777 Government grants 22 5994 12958
Provisions for liabilities and charges 23 103371 40394
Current tax assets 36 28341 50.057
Deferred tax liabilities 36 3330 1.821
Trade and other recelvables 15 1401382 1615480 Total non-current liabilities 1.106.993  911.887
Cash and cash equivalents 16 341554 293850 Liabllities held for sale 10y17 1302
Financial liabilities from issuing bonds and other marketable securities 24 729 38891
Total current assets 1.917.606 2.275.216
ur Current loans and borrowings 24 78648 91971
Total assets 3.064.299 3.481.269 Trade and other payables 25 1.173.181 1175343
Current tax liabilities 36 11678 17.340
Other liabilities 26 353.186 273770
Derivatives 26 30936 18493
Total current liabilities 1.649.660 1.615.808
Total equity and liabilities 3.064.299 3.481.269

The accompanying notes form an integral part of the consolidated annual accounts.
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Consolidated Annual Accounts
Consolidated Income Statements for the years ended 31 December 2015
and 2014

(Expressed in thousands of Euros)

Note 2015 2014 Note 2015 2014
Revenue 27 2850404 2937885 Loss for the year (641.852) (90.400)
Self-constructed assets 9 34.288 59518 Other comprehensive Income:
Items to be reclassified in profit or loss:
Other income 28 52131 33.258
Income and expense recognised directly in equity (6.333) (33.127)
Changes in inventories of finished goods
and ﬁork in progress & (100080)  (188.106) Translation differences 6.569 (7.846)
Materials and other supplies used 29 (840615)  (757219) Cash flow hedges 18 (17919 (36.116)
Tax effect 18 5017 10835
Personnel expenses 30 (1632291) (1.399510) Sreree
Amounts transferred to the income statement 2.359 1.638
Other operating expenses 31 (799.029) (620.238)
Cash flow hedges 18 3.276 2.129
Impairment and gains/losses on disposal of
fixed assets 32 (120.790) (43.830) Tax effect 18 (817) (497)
Depreciation and amortisation 69 (85.480) (64232) Other comprehensive loss for the year, net of tax (3.974) (31.489)
Total comprehensive loss for the year (645.826) (121.889)
Results from operating activities (641.462) (42.474)
Total comprehensive loss attributable to the Parent company (645.693) (123.790)
Finance income 10 857 11804 Total comprehensive income/(loss) attributable to non-controlling interests (133) 1901
fFinance costs 10 (59.444) (61.253)
Share in losses of other investees 33 (5.477) (1.748)
Net finance cost (64.064) (51.197)
Loss of equity-accounted investees 11 (377) (3.345)
Loss before tax (705.903) (97.016)
Income tax 36 64.051 6.616
Loss for the year (641.852) (90.400)
Loss for the year attributable to
the Parent (641.189) (91.908)
Profit/(Loss).for.the year attributable to 18 (663) 1508
non-controlling interests
Basic loss per share (in Euros) 19 (39127) (0,5609)
Diluted loss per share (in Euros) 19 (3,5045) 04773)
The accompanying notes form an integral part of the consolidated annual accounts.

Indra Consolidated Annual Accounts and Management Report 4




Consolidated Annual Accounts
Consolidated Statements of Changes in Equity for the years ended
31 December 2015 and 2014

(Expressed in thousands of Euros)

Share Other comprehensive loss
Capital Premium Reserves Retai_ned Own Otheer ?1‘;:“ Total Non-cqntrolling Total
pita earnings shares instrur:ent! Exchange ilaosvr\; interests
Differences
hedges

Balance at 01.01.2014 32.826 375.955 4.465 731.242 (1.258) 16.999 (40.024) 3.777 1.123.982 10.680 1.134.662
Distribution of 2013 profit:
- Dividends - (55.636) - - - - (55.636) (230) (55.866)
Transactions with own shares (note 18) (2.516) - (384) - - - (2.900) - (2.900)
é]coqtléis]ig;)n from non-controlling interests . (291) . . . . (291) 46 (245)
Other increases and decreases (513) - 47 - - (466) 278 (188)
Other comprehensive income/(loss) for . . . . (8.239) (23643) (31.882) 393 (31.489)
the year
Profit/(Loss) for the year - (91.908) - - - - (91.908) 1508 (90.400)
Balance at 31.12.2014 32.826 375.955 1.949 582.894 (1.642) 17.046 (48.263) (19.866) 940.899 12.675 953.574
Distribution of 2014 loss:
- Dividends - - - - - - (270) (270)
Transactions with own shares (note 18) 221 (1.439) - - - (1.218) - (1.218)
/(Ancoqttéis]itgigjn from non-controlling interests ) 48) B B B B (48) 1380 1.332
Other increases and decreases (3.634) 3520 - 213 - - 99 (45) 54
Comprehensive loss for the year - - - - 6.039 (10543) (4.504) 530 (3.974)
Loss for the year - (641.189) - - - - (641.189) (663)  (641.852)
Balance at 31.12.2015 32.826 375.955 (1.464) (54.823) (3.081) 17.259 (42.224) (30.409) 294.039 13.607 307.646

The accompanying notes form an integral part of the consolidated annual accounts.
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Consolidated Annual Accounts
Consolidated Statements of Cash Flow for the years ended 31 December
2015and 2014

(Expressed in thousands of Euros)

2015 2014 2015 2014
Loss for the year (641.85¢) (90.400) Payments for the acquisition of:
Income tax (Note 36) (64.051) (6.616) Property, plant and equipment (11.081) (19.855)
Loss before tax (705.903) (97016) Intangible assets (32.907) (55.295)
Adjustments for: Financial assets (5.719) (13.653)
-Provisions, grants and other Proceeds from the sale of:
Grants (note 28) (42.120) (23649) Property, plant and equipment 1010 4963
Provisions for trade and other receivables (note 15) 127413 59764 Financial assets 565 791
Changes in trade provisions (note 26) 87518 (30.906) Interest received 2.986 4857
Current provision for personnel restructuring (note 26) 51.300 - Other cash flows from investing activities 6.251 13517
Non-current provision for personnel restructuring (note 23) 40.860 - Cash flows used in investing activities (38.895) (64.675)
Losses on disposal of fixed assets (note 32) 120.790 43830 Changes in own shares (2.034) (6.928)
Other 22892 (2315) Dividends paid to non-controlling interests (520) (174)
408653 46.724 Ordinary dividend of the Parent - (55.636)
-Amortisation and depreciation (notes 6 and 9) 85.480 64.232 Increase in grants 4.004 5340
- Loss of associates (note 11) 377 3.345 Increase/(decrease) in loans and borrowings 104.367 (42.130)
- Finance costs (note 11) 58,587 49449 Interest paid (44.219) (46.207)
+ Dividends received 1446 434 Changes in other investments 2.750 -
Operating profit/(loss) before changes in working capital (151.360) 67.168 Net cash flows from (used in) financing activities 64.348  (145.735)
Changes in trade and other receivables 50491 (52495) Net increase/(decrease) in cash and cash equivalents 49.565 (70.623)
Change in inventories 153393 179846 Cash and cash equivalents at beginning of the year 293.850 363,071
Changes in trade and other payables (21.700) (2.117) Effect of exchange rate fluctuations on cash and cash equivalents (1861) 1402
Cash flows from operating activities 182.184 125.234 Net increase/(decrease) in cash and cash equivalents 49565 (70.623)
Income tax paid ®712) (52615) Cash and cash equivalents at year end 341.554 293.850
Net cash flows from operating activities 24.112 139.787

The accompanying notes form an integral part of the consolidated annual accounts.
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Consolidated
Annual Accounts

1. NATURE, COMPOSITION AND
ACTIVITIES OF THE GROUP

The Parent of the Group, Indra Sistemas, S.A. (hereinafter
the Parent), adopted its present name at an extraordinary
shareholders' meeting held on 9 June 1993, Its registered
office is located at Avenida Bruselas 35, Alcobendas (Madrid,
Spain).

The Parent is listed on the Madrid, Barcelona, Valencia and
Bilbao stock exchanges in Spain (note 18) and included in
the selective IBEX 35 Index.

The statutory activity of the Parent consists of the
design, development, production, integration, operation,
maintenance, repair and marketing of systems, solutions and
products that make use of information technology, as well
as any part or component thereof and any type of related
services, including the civil engineering works required

for their installation, applicable to any field or sector;

the provision of business and management consultancy,
technological consultancy and training services for any
field or sector and outsourcing services of activities and
processes in any field or sector.

The consolidated companies, their registered offices,
activities and the percentage interest held in these
companies are shown in Appendix |, which forms an integral
part of the notes to the consolidated annual accounts for
the year ended 31 December 2015.

The Group incorporated the following subsidiaries during the
year ended 31 December 2015:

e On 9 February 2015 the Parent and the Spanish

subsidiary Indra Business Consulting, S.L.U. incorporated
the Saudi company Indra Technology Solutions, Co. Ltd,
subscribing and paying up 100% of the share capital of
SAR 5 million (Euros 1,225 thousand).

e On 10 February 2015 the subsidiary Indra Slovakia a.s.
incorporated the Slovakian company Indra Slovensko, s.r.o.,
subscribing and paying up 100% of the Euros 5 thousand
share capital.

e On 15]uly 2015 the Parent incorporated the Omani
company, Indra L.L.C. and subscribed and paid up 99%
of its share capital for an amount of Euros 46 thousand
(OMR 20 thousand). The Spanish subsidiary, Indra
Business Consulting S.L.U., subscribed the other 1%.

During the year ended 31 December 2015 the Group
derecognised the following subsidiaries:

e On 20 November 2015 the Parent sold its interest in the
subsidiary Soluziona, S.P. CA for Euros 93 thousand. The
Parent will have the right to receive a maximum variable
price for this transaction depending on the achievement
of certain conditions and financial variables that
guarantee the viability of the business sold.

e On 28 December 2015 the subsidiary Indra Sistemas
Chile, S.A. dissolved and liquidated its investee Soluziona C
y S Holding, S.A.

e On 31 December 2015 the subsidiary Indra USA, Inc. was
merged by absaorption with the subsidiary Indra Systems,
Inc.

During the year ended 31 December 2015 the Group
increased its percentage ownership of the following

Indra Consolidated Annual Accounts and Management Report 7



Consolidated Annual Accounts

subsidiaries, which it already controlled:

e On 14 October 2015 the Parent company acquired an
additional 0.1% interest in Indra Philippines, Inc. for Euros
63 thousand (PHP 3,306 thousand), taking its ownership
interest to 50.10%.

During the year ended 31 December 2014 the Group did not
incorporate any subsidiaries and derecognised the following
subsidiaries:

e On 31 January 2014 the subsidiary Prointec, S.A,
dissolved and wound up its Irish investee Prointec Civil
Engineering Consultancy Limited.

Also during the year ended 31 December 2014 the Group
increased its percentage ownership of the following
subsidiaries, which it already controlled:

e On 9 January 2014, the subsidiary, Indra Business
Consulting S.L,, acquired the remaining shares in its
subsidiary Tourisme & Leisure Advisory Services, S.L.
After this acquisition it owned 100% of the company and
subsequently absorbed it.

e On 26 January 2014, the Parent acquired the remaining
shares of its subsidiary Prointec S.A. for Euros 127
thousand. As a result of this acquisition, this company is
now wholly-owned by the Group.

e On5June 2014 the subsidiary Advanced Logistics
Group, S.A. acquired 10% of the shares of its subsidiary
Europraxis-ALG Consulting Andina S.A.C for Euros 27
thousand. As a result of this acquisition, this company is
now wholly-owned by the Group.

e On 6 October 2014 the Parent acquired the other 20%
of the shares of its subsidiary International Financial
Operational Services, S.A. (IFOS) for Euros 0.3 thousand.
As aresult of this acquisition, this company is now wholly-
owned by the Group.

e On 27 October 2014 the subsidiary Indra Sistemas

Magreb, SR.L. acquired the other 34% of the shares in the
Moroccan affiliate, Europraxis ALG Maroc, SR.L, for Euros

78 thousand. As a result of this acquisition, this company
is now wholly-owned by the Group.

2. BASIS OF PRESENTATION AND
COMPARATIVE INFORMATION

The accompanying consolidated annual accounts have

been prepared by the directors of the Parent on the basis

of the accounting records of Indra Sistemas, S.A. and the
subsidiaries forming the Indra Group. The consolidated
annual accounts for 2015 have been prepared in accordance
with International Financial Reporting Standards as adopted
by the European Union (IFRS-EU), and other applicable
provisions in accordance with article 48 of the Spanish

Code of Commerce, to present a true and fair view of the
consolidated equity and consolidated financial position of
Indra Sistemas, S.A. and subsidiaries at 31 December 2015
and consolidated results of operations and changes in
consolidated equity and cash flows of the Group for the year
then ended.

The Group adopted IFRS-EU on 1 January 2004,

The directors of the Parent consider that the consolidated
annual accounts for 2015, authorised for issue on 17 March
2016, will be approved with no changes by the shareholders
at their annual general meeting.

The consolidated annual accounts for 2014 were approved
by the shareholders at their annual general meeting held on
25]June 2015.

Presentation and format

The figures disclosed in the consolidated annual accounts
are expressed in thousands of Euros, the Parent’s functional
and presentation currency, rounded off to the nearest thou-
sand. Foreign currency transactions are translated following
the principles described in note 4 x).

Relevant accounting estimates and assumptions

Relevant accounting estimates and judgements and
other estimates and assumptions have to be made when
applying the Group’s accounting principles to prepare the
consolidated annual accounts in conformity with IFRS-
EU. A summary of the items requiring a greater degree
of judgement or which are more complex, or where the
assumptions and estimates made are significant to the
preparation of the consalidated annual accounts, is as
follows:

As its principal activity, the Group carries out projects
commissioned by customers. The Group recognises income
from contracts using the percentage of completion method.
This method is based on estimating the total project costs
and income, costs to complete the contract, contractual

risk and other parameters. Group management reviews all
estimates on an ongoing basis and adjusts them accordingly.

e Expenditure on development projects is capitalised
under development costs when it is probable that the
cost of the asset will be offset by future economic
benefits. Development projects in progress are tested for
impairment by discounting the expected cash flows over
their estimated useful life. Intangible assets are amortised
based on the best estimates of their useful lives. The
estimation of useful lives requires a certain degree of
subjectivity, and, to ensure that estimates are adequately
supported, they are based on reports prepared by the
corresponding technical departments.

¢ The Group tests goodwill for impairment on an annual
basis. The calculation of the recoverable amount of a
division to which goodwill has been allocated requires the
use of estimates. The recoverable amount is the higher
of fair value less costs to sell and value in use. The Group
generally uses cash flow discounting methods to calculate
these values. Cash flow discounting calculations are based
on five-year projections that take into consideration past
experience and represent management's best estimate
of future market performance. From the fifth year cash

Indra Consolidated Annual Accounts and Management Report 8



Consolidated Annual Accounts

flows are extrapolated using individual growth rates.
The key assumptions employed when determining these
values include growth rates, the weighted average cost resources embodying economic benefits and estimating
of capital, tax rates and the level of working capital (see the amount.
note 8). e Annual Improvements to IFRSs, 2011-2013 Cycle. The
¢ Valuation allowances for bad debts require management improvements in this cycle include amendments to four
0 exercise considerable judgement and to review standards. Apart from a change to IFRS 1 First-Time
individual balances based on customers’ credit ratings, Adoption of International Financial Reporting Standards,
current market trends, and historical analysis of bad debts the following standards have been amended: IFRS 3
at an aggregated level, Business Combinations (clarifies that IFRS 3 is not
applicable to the formation of a joint arrangement in the
financial statements of the joint arrangement itself); IFRS
13 Fair Value (amends the scope exception for measuring
the fair value of a group of financial assets and financial
liabilities on a net basis; the portfolio exception); IAS 40
Investment Property (clarifies that IAS 40 and IFRS 3
Investments are not mutually exclusive and that both
standards might have to be applied).

significant judgement when determining whether it is
probable that the process will result in an outflow of

the liability occurs, which is normally the activity and the
date identified by the legislation as the trigger of the levy,
in other words, the taxable event and the tax obligation.

e The Group estimates the useful lives of property, plant
and equipment and intangible assets to calculate the
corresponding depreciation and amortisation expenses.
Determining the useful life of assets requires estimates
of expected technological developments, which implies
a significant degree of judgement. Factors such as ¢ The calculation of provisions for onerous contracts
technological obsolescence, the cancellation of certain is subject to a high degree of uncertainty. The Group
projects and other changes in estimated circumstances recognises provisions for onerous contracts when
must be taken into consideration when assessing possible estimated total costs exceed the economic benefits
impairment expected to be received under the contract. These

estimates are subject to change based on new

¢ The Group makes provisions for liabilities and charges. information received due to the stage of completion.

The final cost of litigation and contingencies may vary

depending on the interpretation of the legislation,

opinions and ultimate evaluations. Any variations in these
circumstances could have a significant effect on the
amounts recognised under provisions for liabilities and
charges.

Although these estimates are calculated based on the

best information available at the date on which these

consolidated annual accounts were prepared, future events

may require changes to these estimates in future years. Any

such changes would be made prospectively and the effects

recognised in the consolidated annual accounts for future

e The Group recognises deferred tax assets for all years.
deductible temporary differences, deductions and tax loss
carryforwards available for offset provided that it is likely
that the Group will have sufficient taxable income against
which these assets can be utilised. To determine the
amount of the deferred tax assets to be recognised, the
Group estimates the amounts and dates on which future
taxable profits will be obtained and the reversal period of
temporary differences.

The adoption of these amendments has not had a
significant impact on the consolidated annual accounts.

1. Indra expects to adopt the following EU-
approved standards and interpretations - not
effective from 1 January 2015 - as of 1 January
2016 or at a later date (none have been

Standards and interpretations approved by the adopted early)

European Union applied for the first time in the
consolidated annual accounts for the year ended
31 December 2015

¢ Amendments to IAS 19: Employee Benefits. These
simplify the accounting of employee contributions
to defined benefit plans that are independent of the
number of years of employee service. As a result, these
contributions may be recognised as a reduction in the
service cost in the year in which the service is rendered,
rather than attributing contributions to all years of
employee service. Effective for annual periods beginning
on or after 1 February 2015.

The standards applied for the first time in the consolidated
annual accounts for the year ended 31 December 2015 are
as follows:

e The Group is subject to regulatory and legal processes and

inspections by government bodies in various jurisdictions. e IFRIC 21 Levies. This interpretation of IAS 37 Provisions,

The Group recognises a provision if it is probable that an
obligation will exist at year end which will give rise to an
outflow of resources embodying economic benefits and
the outflow can be reliably measured. Legal processes
usually involve complex legal issues and are subject to
substantial uncertainties. As a result, management uses

Contingent Liabilities and Contingent Assets provides
guidance on when to recognise a liability in the financial
statements for a government levy, other than income tax
or fines or penalties imposed for breaches of legislation.
The interpretation indicates that the liability should be
recognised when the obligating event that gives rise to

The 2010-201¢2 annual amendments to IFRS. Changes
are made to the following standards: IAS 16: Property,
Plant and Equipment, IAS 38: Intangible Assets, IAS 24:
Related Party Disclosures, IFRS 2: Share-based Payment,

Indra Consolidated Annual Accounts and Management Report 9
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IFRS 3: Business Combinations and IFRS 8: Operating
Segments. Effective for annual periods beginning on or
after 1 February 2015,

Amendment to IAS 16 and IAS 38: Acceptable
depreciation and amortisation methods. The amendment
clarifies acceptable methods of depreciation and
amortisation of property, plant and equipment and
intangible assets, which do not include revenue-based
methods. Effective for annual periods beginning on or
after 1 January 2016.

Amendment to IFRS 11 Accounting for Acquisitions of
Interests in Joint Operations. The amendment specifies
how to account for the acquisition of an interest in a
joint operation in which the activity of the joint operation
constitutes a business. Effective for annual periods
beginning on or after 1 January 2016.

The 2012-2014 annual amendments to IFRS. The
following standards are amended: IFRS 5 Non-current
Assets Held for Sale and Discontinued Operations, IFRS

7 Financial Instruments: Disclosures, IAS 19 Employee
Benefits, IAS 34 Interim Financial Reporting. Effective for
annual periods beginning on or after 1 January 2016.

Amendment of IAS 1: Disclosure Initiative. This
amendment includes various clarifications with regard
to disclosures (materiality, aggregation, order of notes,
etc.). Effective for annual periods beginning on or after 1
January 2016.

From the analysis of the new standards and amendments
to be applied in years beginning on or after 1 January 2016
the Group does not expect their application to have any
significant impact on the consolidated annual accounts.

2. Standards and interpretations issued by
the International Accounting Standards Board
(IASB), pending EU approval:

¢ |[FRS 15: Revenue from Contracts with Customers. New
revenue recognition standard (replaces IAS 11, 1AS 18,
IFRIC 13, IFRIC 15, IFRIC 18 and SIC 31). Mandatory

application for annual periods beginning on or after 1
January 2018.

¢ IFRS S Financial instruments. Replaces the requirements
in IAS 39 for classification, measurement, recognition and
derecognition of financial assets and financial liabilities,
hedge accounting and impairment. Mandatory application
for annual periods beginning on or after 1 January 2018.

¢ |FRS 16 Leases. A new standard on leases that
supersedes IAS 17. Lessees shall include all leases in
the statement of financial position treating them as
purchases on a financed basis. Mandatory application for
annual periods beginning on or after 1 January 2019,

Amendments to IFRS 10 and IAS 28 Sale or Contribution
of Assets between an Investor and its Associate or Joint
Venture. Clarification on recognising gains and losses on
sales or contributions of a business or an asset. No date
of application has been defined in the European Union.

Amendments to IFRS 10, IFRS 12 and IAS 28: Investment
Entities. Clarifications on the exception to consolidation
for investment entities. Mandatory application for annual
periods beginning on or after 1 January 2016.

Amendments to IAS 12: Recognition of deferred tax
assets for unrealised losses. It clarifies that unrealised
losses on debt instruments measured at fair value
(available-for-sale financial instruments) for which the
tax base is the cost of acquisition give rise to deductible
temporary differences irrespective of whether the asset
holder expects to recover the asset's value through its
sale or use. Mandatory application for annual periods
beginning on or after 1 January 2017,

Amendments to IAS 7: Disclosure Initiative. This
amendment incorporates disclosure requirements relating
to financing activities in the statement of cash flows.
Mandatory application for annual periods beginning on or
after 1 January 2017,

At the date of authorisation of these consolidated annual

accounts, the Indra Group's management is assessing the
impact that application of these standards would have on
the consolidated financial statements if they are finally
approved by the European Union. However, their impact is
not expected to be significant except in the cases of IFRS 9
Financial Instruments, IFRS 15 Revenue from Contracts with
Customers and IFRS 16 Leases, the analyses of which have
not yet been completed.

a. Comparative information

As required by IFRS-EU, these consolidated annual accounts
for 2015 present comparative figures for the prior year.

The consolidated annual accounts for the year ended 31
December 2015 are the first that the Group has prepared
applying the Spanish Institute of Accountants and Auditors’
Resolution of 29 January 2016 on disclosures of average
supplier payment periods in the notes to the consolidated
annual accounts. Accordingly, the consolidated annual
accounts for the year ended 31 December 2015 are
considered to be the first consolidated annual accounts
solely for the purposes of the comparison requirements and
the principal of consistency in connection with this new
obligation, and do not therefore contain comparative figures
(see note 25).

3. APPLICATION OF LOSSES/
DISTRIBUTION OF PROFIT

The Parent's board of directors will propose at the
shareholders' general meeting that the loss of Euros
466,181,909.77 be applied to prior years losses and that
an amount of Euros 14,012,547.70 be transferred from
voluntary reserves to the goodwill reserve.,

The directors of the different Group companies have
proposed the distribution/application of these companies’
profits/losses for 2015. These proposals are pending
approval by the shareholders at their respective annual
general meetings.

Indra Consolidated Annual Accounts and Management Report 10
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4. SIGNIFICANT ACCOUNTING
PRINCIPLES

The consolidated annual accounts have been prepared in
accordance with European Union-endorsed International
Financial Reporting Standards (IFRS-EU).

The accounting policies set out below have been applied
consistently in the periods presented in these consolidated
annual accounts,

The most significant principles are as follows:

Subsidiaries and business combinations

Subsidiaries are entities, including structured entities,

over which the Parent, either directly or indirectly through
subsidiaries, exercises control. The Parent controls a
subsidiary when it is exposed, or has rights, to variable
returns from its involvement with the subsidiary and has the
ability to affect those returns through its power over the
subsidiary. The Parent has power over a subsidiary when

it has existing substantive rights that give it the ability to
direct the relevant activities. The Parent is exposed, or has
rights, to variable returns from its involvement with the
subsidiary when its returns from its involvement have the
potential to vary as a result of the subsidiary’s performance.

A structured entity is an entity that has been designed so
that voting or similar rights are not the dominant factor

in deciding who controls the entity, such as when any
voting rights relate to administrative tasks only and the
relevant activities are directed by means of contractual
arrangements.

Subsidiaries are consolidated from the acquisition date until
the date control ceases.

Subsidiaries are fully consolidated. Therefore, their assets,
liabilities, income, expenses and cash flows are included
in the consolidated annual accounts after adjusting and

eliminating intra-Group transactions.

As permitted by IFRS 1 First-time Adoption of International
Financial Reporting Standards, the Group has recognised
only business combinations that occurred on or after 1
January 2004, the date of transition to IFRS-EU, using the
acquisition method. Entities acquired prior to that date
were recognised in accordance with accounting principles
prevailing at that time, taking into account the necessary
corrections and adjustments at the transition date.

The Group applied IFRS 3 Business Combinations, revised in
2008, to transactions carried out since 1 January 2010.
For business combinations carried out prior to 1 January
2010, the cost of the business combination includes
contingent consideration, if this is probable at the
acquisition date and can be reliably estimated. Subsequent
recognition of or changes to contingent consideration are
recognised as a prospective adjustment to the cost of the
business combination.

The Group applies the acquisition method for business
combinations.

The acquisition date is the date on which the Group obtains
control of the acquiree.

The consideration transferred in a business combination is
calculated as the sum of the acquisition-date fair values of
the assets transferred, the liabilities incurred or assumed,
the equity instruments issued and any consideration
contingent on future events or compliance with certain
conditions in exchange for control of the acquiree.

The consideration transferred excludes any payment

that does not form part of the exchange for the acquired
business. Since 1 January 2010, acquisition costs have been
recognised as an expense when incurred.

Contingent liabilities are recognised until settlement,
cancellation or expiration at the higher of the initially
recognised amount, less any amounts that should be taken
to consolidated profit or loss in accordance with revenue
recognition criteria, and the amount resulting from provision
measurement criteria.

At the acquisition date the Group recognises the assets
acquired, liabilities assumed and any non-controlling interest
at fair value, Non-controlling interests in the acquiree are
recognised at the proportionate interest in the fair value of
the net assets acquired. These criteria are only applicable for
non-contralling interests which grant entry into economic
benefits and entitlement to the proportional part of net
assets of the acquiree in the event of liquidation. Otherwise,
non-controlling interests are measured at fair value or

value based on market conditions. Liabilities assumed
include any contingent liabilities that represent present
obligations arising from past events for which the fair

value can be reliably measured. The Group also recognises
indemnification assets transferred by the seller at the same
time and following the same measurement criteria as the
item that is subject to indemnification from the acquiree,
taking into consideration, where applicable, the insolvency
risk and any contractual limit on the indemnity amount.

With the exception of lease and insurance contracts,

the assets acquired and liabilities assumed are classified
and designated for subsequent measurement based on
contractual agreements, economic terms, accounting and
operating policies and any other conditions existing at the
acquisition date.

The excess between the consideration given, plus the value
assigned to non-controlling interests, and the value of net
assets acquired and liabilities assumed, is recognised as
goodwill. Any shortfall, after evaluating the consideration
given, the value assigned to non-controlling interests and
the identification and measurement of net assets acquired,
is recognised in profit or loss.

1. Non-controlling interests

Non-controlling interests are disclosed in consolidated
equity separately from equity attributable to shareholders
of the Parent. Non-controlling interests’ share in
consolidated profit or loss for the year (and in consolidated
total comprehensive income for the year) is disclosed
separately in the consolidated income statement and
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consolidated statement of comprehensive income.

The consolidated profit or loss for the year (consolidated
total comprehensive income for the year) and changes in
equity of the subsidiaries attributable to the Group and
non-controlling interests after consolidation adjustments
and eliminations, is determined in accordance with the
percentage ownership at year end, without considering the
possible exercise or conversion of potential voting rights and
after discounting the effect of dividends, agreed or not, on
cumulative preference shares classified in equity accounts.
However, Group and non-controlling interests are calculated
taking into account the possible exercise of potential voting
rights and other derivative financial instruments which, in
substance, currently give access to the returns associated
with the interests held, such as entitlement to a share in
future dividends and changes in the value of subsidiaries.

The excess of losses attributable to non-controlling
interests incurred prior to 1 January 2010, which cannot
be attributed to them as such losses exceed their interest
in the equity of the subsidiary, is recognised as a decrease
in equity attributable to equity holders of the Parent,
except when the non-controlling interests are obliged to
assume part or all of the losses and are in a position to
make the necessary additional investment. Profits obtained
in subsequent years are allocated to equity attributable
t0 equity holders of the Parent until the non-controlling
interest's share in prior years' losses is recovered.

As of 1 January 2010, profit and loss and each component
of other comprehensive income are allocated to equity
attributable to shareholders of the Parent and to non-
controlling interests in proportion to their investment, even
if this results in a balance receivable from non-controlling
interests. Agreements entered into between the Group
and non-controlling interests are recognised as a separate
transaction.

The increase and reduction of non-controlling interests in

a subsidiary in which control is retained is recognised as

an equity instrument transaction. Consequently, no new
acquisition cost arises in increases nor is a gain recorded on

reductions, rather, the difference between the consideration
transferred or received and the carrying amount of the
non-controlling interests is recognised in the reserves of the
investor, without prejudice to reclassifying consalidation
reserves and reallocating other comprehensive income
between the Group and the non-controlling interests.

When a Group's investment in a subsidiary diminishes, non-
controlling interests are recognised at their share of the
consolidated net assets, including goodwill,

The Group recognises put options on investments in
subsidiaries extended to non-controlling interests at the
date of acquisition of a business combination as an advance
purchase of the investments, recognising a financial liability
at the present value of the best estimate of the payable,
which forms part of the consideration given.

In subsequent years any variation in the financial liability,
including the financial component, is recognised in reserves.
Any discretionary dividends paid to non-controlling interests
before the exercise date of the options are recognised

as a distribution of profit. If the options are ultimately

not exercised, the transaction is recognised as a sale of
investments to non-controlling interests.

Puttable financial instruments and obligations arising
on liquidation, which qualify for classification as equity
instruments in the separate financial statements of the
subsidiaries, are classified as financial liabilities in the
consolidated annual accounts and not as non-controlling
interests.

2. Other aspects relating to the consolidation of
subsidiaries

Transactions and balances with Group companies and
unrealised gains or losses have been eliminated on
consolidation. Nevertheless, unrealised losses have been
considered as an indicator of impairment of the assets
transferred.

The subsidiaries” accounting policies have been adapted to

Group accounting policies for like transactions and events in
similar circumstances.

The annual accounts or financial statements of the
subsidiaries used in the consolidation process have been
prepared as of the same date and for the same period as
those of the Parent.

Joint arrangements

Joint arrangements are those in which there is a contractual
agreement to share the control over an economic activity,

in such a way that decisions about the relevant activities
require the unanimous consent of the Group and the
remaining venturers or operators. The existence of joint
control is assessed considering the definition of control over
subsidiaries.

1. Joint ventures

Investments in joint ventures are accounted for using the
equity method described in c) below.

2. Joint operations

For joint operations, the Group recognises the assets,
including its share of any assets held jointly, the liabilities,
including its share of any liabilities incurred jointly with
the other operators, the revenue from the sale of its share
of the output from the joint operation and the expenses,
including its share of any expenses incurred jointly, in the
consolidated annual accounts.

In sales or contributions by the Group to the joint operation,
it recognises the resulting gains and losses only to the
extent of the other parties' interests in the joint operation.
When such transactions provide evidence of a reduction

in net realisable value or an impairment loss of the assets
transferred, such losses are recognised in full.

In purchases by the Group from a joint operation, it only
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recognises the resulting gains and losses when it resells
the acquired assets to a third party. However, when
such transactions provide evidence of a reduction in net
realisable value or an impairment loss of the assets, the
Group recognises its entire share of such losses.

The Group's acquisition of an initial and subsequent share

in a joint operation is recognised following the same criteria
used for business combinations, at the percentage of
ownership of each individual asset and liability. However,

in subsequent acquisitions of additional shares in a joint
operation, the previous share in each asset and liability is not
subject to revaluation.

Equity-accounted investees

Assaciates are entities over which the Parent, either directly
or indirectly through subsidiaries, exercises significant
influence. Significant influence is the power to participate in
the financial and operating policy decisions of the investee
but is not control or joint control over those policies. The
existence of potential voting rights that are exercisable or
convertible at the end of each reporting period, including
potential voting rights held by the Group or other entities,
are considered when assessing whether an entity has
significant influence.

Investments in associates are accounted for using the
equity method from the date that significant influence
commences until the date that significant influence ceases.

The Group's share of the profit or loss of an associate from
the date of acquisition is recognised as an increase or
decrease in the value of the investments, with a credit or
debit to share of the profit or loss for the year of equity-
accounted investees in the consolidated income statement.

Intangible assets

1. Goodwill

Goodwill (see note 8) on business combinations carried

out subsequent to the transition date (1 January 2004) is
initially measured at an amount equivalent to the difference
between the cost of the business combination and the
Group's share of the net fair value of the assets acquired
and liabilities and contingent liabilities assumed from the
acquired subsidiary or joint venture,

Goodwill is not amortised but is tested for impairment
annually or more frequently where events or circumstances
indicate that an asset may be impaired. Goodwill on business
combinations is allocated to the cash-generating units
(CGUs) that are expected to benefit from the synergies

of the business combination and the criteria described in
section g) of this note are applied. After initial recognition,
goodwill is measured at cost less any accumulated
impairment losses.

Impairment losses on goodwill are not reversed in
subsequent years.

2. Other intangible assets

Intangible assets are stated at cost of acquisition or
production, less any impairment losses resulting from annual
testing, as described in section g) of this note. Intangible
assets include the following:

¢ Development expenses: which represent direct costs
incurred in developments specifically attributable to
individual projects.

Expenditure on research, development and innovation
projects (R&D and innovation) are recognised directly in
the consolidated income statement for the corresponding
period, except for costs incurred on development projects,
which are capitalised under development costs when the
following conditions exist:
» The expenditure to carry out the project can be
measured reliably.

» The allocation, assignment and timing of costs for each
project are clearly defined.

» There is evidence of the project’s technical success, in
terms of direct operation or sale to a third party of the
results thereof once completed and if a market exists,

» The economic and commercial feasibility of the project
is reasonably assured.

» Financing to develop the project, the availability of
adequate technical and other resources to complete the
development and to use or sell the resulting intangible
asset are reasonably assured.

There is an intention to complete the intangible asset
forits use or sale.

Development expenses are only capitalised when there
is certainty that a project will generate future income
10 offset the costs capitalised for the project.

The Company performs the corresponding impairment
testing on development projects in case any
impairment has to be recognised. The development
costs are capitalised under development costs as soon
as they meet the criteria for capitalisation. Once the
development is completed, the Group reclassifies these
costs to computer software and begins to amortise
them.

Development costs (which are transferred to computer
software) are amortised once the asset is available for
use after the development process and the applicable

quality tests and controls have been completed.

e Computer software: expenses incurred on the acquisition
of computer software or licences, as well as costs related
to programs developed by the Group, are capitalised when
these assets contribute to the generation of income.

Amounts capitalised do not include costs incurred

to modify or upgrade programs used by the Group or
expenses arising from review, consultancy and training
services rendered by third parties in relation to the
implementation of computer software,
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Computer software acquired in business combinations
is recognised at the transaction-date fair value of the
identifiable asset.

The cost of completed development projects is
transferred to computer software and amortised on the
basis of the estimated useful life of the asset.

e Industrial property: is stated at cost and amortised over
the period of use stipulated therein.

Industrial property acquired in business combinations
is recognised at the transaction-date fair value of the
identifiable asset.

Useful life and amortisation rates: The Company assesses
whether the useful life of each intangible asset acquired is
finite or indefinite. An intangible asset is regarded as having
an indefinite useful life when there is no foreseeable limit
to the period over which the asset will generate net cash
inflows.

Intangible assets with finite useful lives are amortised
by allocating the depreciable amount of an asset on

a systematic basis over its useful life, by applying the
following criteria:

Amortisation Estimated

method years of useful

life

Patents, licences, and lineal 10 vears
trademarks y

Computer software lineal 1to 10 years

The depreciable amount of intangible assets is measured as
the cost of the asset, less any residual value.

The Company considers that the residual value of the assets
is zero unless:

a) There is a commitment by a third party to purchase the
asset at the end of its useful life.

b) There is an active market for the intangible asset and:

. residual value can be determined by reference to that
market; and

Il it is probable that such a market will exist at the end of
the asset's useful life.

The Company reviews the residual value, useful life and
amortisation method for intangible assets at each financial
year end. Changes to initially established criteria are
accounted for as a change in accounting estimates.

Intangible assets with indefinite useful lives are not
amortised, but are instead tested for impairment on an
annual basis or whenever there is an indication that the
intangible asset may be impaired.

Property, plant and equipment

Property, plant and equipment are measured at cost less
accumulated depreciation and any accumulated impairment
losses. Costs of expansion, modernisation or improvements
which increase the productivity, capacity or efficiency

or extend the useful lives of assets are capitalised as an
increase in the cost of those assets. Repair and maintenance
costs are recognised in the consolidated income statement
when incurred.

The cost of property, plant and equipment or, where
applicable, the value assigned by independent experts
is depreciated on a straight-line basis over the following
average estimated useful lives:

Estimated years of

useful life
Buildings 50
Technical installations, machinery and
X : 10
other installations
Furniture 10
Information technology equipment 4
Motor vehicles 7
Other property, plant and equipment 10

The Group reviews residual values, useful lives and
depreciation methods at each financial year end. Changes to
initially established criteria are accounted for as a change in
accounting estimates.

Investment property

Investment property, including assets under construction or
development, is property which is totally or partially held to
earn rentals or for capital appreciation or both. Investment
property is initially recognised at cost, including transaction
osts.

After initial recognition, investment property is measured
using the cost or deemed cost criteria applicable to property,
plant and equipment. Details of the depreciation methods
and useful lives are provided in that note.

Lease income is recognised using the criteria described in
section h).

Impairment of non-financial assets subject to
amortisation or depreciation

The Group evaluates whether there are indications of
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possible impairment losses on non-financial assets subject
to amortisation or depreciation to verify whether the
carrying amount of these assets exceeds the recoverable
amount,

The Group tests goodwill, intangible assets with indefinite
useful lives and intangible assets that are not yet ready

to enter service for potential impairment at least annually,
irrespective of whether there is any indication that the
assets may be impaired.

The recoverable amount of the assets is the higher of their
fair value less costs of disposal and their value in use.

An asset’s value in use is measured based on the future
cash flows the Group expects to derive from use of the
asset, expectations about possible variations in the amount
or timing of those future cash flows, the time value of
money, the price for bearing the uncertainty inherent in

the asset and other factors that market participants would
reflect in pricing the future cash flows the Group expects to
derive from the asset.

Negative differences resulting from comparison of the
carrying amounts of the assets with their recoverable
amount are recognised in profit or loss.

Recoverable amount is determined for each individual asset,
unless the asset does not generate cash inflows that are
largely independent of those from other assets or groups of
assets. If this is the case, recoverable amount is determined
for the cash-generating unit (CGU) to which the asset
belongs.

This year the Group uses detailed calculations made in a
preceding year of the recoverable amount of a CGU to which
an intangible asset of indefinite life or goodwill has been
included, provided the following requirements are met:;

a) The assets making up that unit have not changed
significantly since the most recent recoverable amount
calculation;

b) the most recent recoverable amount calculation resulted

in an amount that exceeded the carrying amount of the unit
by a substantial margin; and

) based on an analysis of events that have occurred and
circumstances that have changed since the most recent
recoverable amount calculation, the likelihood that a current
recoverable amount determination would be less than the
asset’s carrying amount is remote,

IT there is an indication of impairment of a CGU to which
goodwill has been unable to be allocated, the Group tests
the CGU for impairment first, excluding any goodwill and
recognises, where applicable, any impairment loss at CGU
level. The Group then tests the group of CGUs to which
goodwill has been allocated for impairment and recognises,
where applicable, any impairment loss at CGU group level.

In testing a CGU for impairment, the Group identifies all

the corporate assets that relate to the CGU. If a portion

of the corporate assets can be allocated on a reasonable
and consistent basis to the CGU, the Group compares

the carrying amount of the CGU, including the corporate
asset, with its recoverable amount and, where applicable,
recognises any impairment loss at CGU level. If the Group
cannot allocate a portion of the corporate assets on a
reasonable and consistent basis to the CGU, it compares
the carrying amount of the unit, excluding the corporate
asset, with its recoverable amount and recognises, where
applicable, any impairment loss at CGU level. The Group
identifies the smallest group of CGUs to which the carrying
amount of the corporate asset can be allocated on a
reasonable and consistent basis and compares the carrying
amount of the group of CGUs, including the corporate
assets, with the recoverable amount and recognises, where
applicable, the impairment loss at CGU group level.

Impairment losses for cash-generating units are allocated
first to reduce the carrying amount of goodwill allocated to
the unit and then to the other assets of the unit pro rata
with their carrying amounts. The carrying amount of each
asset may not be reduced below the highest of its fair value
less costs of disposal, its value in use and zero.

At the end of each reporting period the Group assesses
whether there is any indication that an impairment loss
recognised in prior periods may no longer exist or may have
decreased. Impairment losses on goodwill are not reversible,
Impairment losses on other assets are only reversed if there
has been a change in the estimates used to calculate the
recoverable amount of the asset.

A reversal of an impairment loss is recognised as a credit
to profit or loss. The increased carrying amount of an
asset attributable to a reversal of an impairment loss may
not exceed the carrying amount that would have been
determined, net of depreciation or amortisation, had no
impairment loss been recognised.

A reversal of an impairment loss for a CGU is allocated to
the assets of each unit, except goodwill, pro rata with the
carrying amounts of those assets. The carrying amount
of an asset may not be increased above the lower of its
recoverable amount and the carrying amount that would
have been disclosed, net of amortisation or depreciation,
had no impairment loss been recognised.

Leases

Leases in which the Group assumes substantially all the
risks and rewards incidental to ownership are classified

as finance leases. At the inception of a finance lease, the
Group recognises an asset and liability for the lower of the
fair value of the leased asset and the present value of the
minimum lease payments. Interest is expensed using the
effective interest method.

All other leases are operating leases and the leased assets
are not recognised in the consolidated statement of
financial position. Lease payments are recognised as an
expense on a straight-line basis over the lease term.

Contingent rents, if any, are recognised as an expense when
itis probable that they will be incurred.
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Financial instruments

1. Classification of financial instruments

Financial instruments are classified on initial recognition as
a financial asset, a financial liability or an equity instrument
in accordance with the economic substance of the
contractual arrangement and the definitions of a financial
asset, a financial liability and an equity instrument in 1AS 32
Financial Instruments: Presentation.

Financial instruments are classified into five categories for
measurement purposes: 1) Financial assets and financial
liabilities at fair value through profit or loss; 2) loans and
receivables; 3) held-to-maturity investments; 4) available-
for-sale financial assets; and 5) financial liabilities at
amortised cost. Financial instruments are classified into
different categories based on the nature of the instruments
and management's intentions on initial recognition.

a. Financial assets and financial liabilities at fair value
through profit or loss

Financial assets and financial liabilities at fair value through
profit or loss are those classified as held for trading on initial
recognition.

A financial asset or financial liability is classified as held for

trading if:

e |tis acquired or incurred principally for the purpose of
selling or repurchasing it in the near term;

e |t forms part, on initial recognition, of a portfolio of
identified financial instruments that are managed
together and for which there is evidence of a recent
actual pattern of short-term profit-taking; or

¢ |tis aderivative, except for a derivative thatis a
designated and effective hedging instrument or a
financial guarantee contract.

Equity instruments which do not have a quoted price in an
active market and for which fair value cannot be measured
reliably are not classified in this category.

Financial assets and financial liabilities at fair value through
profit or loss are initially recognised at fair value. Transaction
costs directly attributable to the acquisition or issue are
recognised as an expense when incurred.

After initial recognition, they are recognised at fair
value through profit or loss. Fair value is not reduced by
transaction costs incurred on sale or disposal.

b. Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market, other than those classified in other
financial asset categories. These assets are initially
recognised at fair value, including transaction costs, and
are subsequently measured at amortised cost using the
effective interest method.

Subsequent to initial recognition, trade and other
receivables are measured at amortised cost using the
effective interest method, provided they have a fixed
maturity date of more than one year.

The Group provides for bad debts when there is objective
evidence of impairment losses.

c. Available-for-sale financial assets

The Group classifies in this category non-derivative financial
instruments that are designated as such or which do not
qualify for recognition in the aforementioned categories.

Available-for-sale financial assets are initially recognised at
fair value plus transaction costs directly attributable to the
acquisition.

Following initial recognition, financial assets classified in
this category are measured at fair value and any gain or loss
is taken to other comprehensive income. On disposal of the

financial assets, amounts recognised in other comprehensive
income or the impairment loss are reclassified to profit or
loss.

d. Financial assets carried at cost

Investments in equity instruments for which the fair value
cannot be reliably measured and derivative instruments
that are linked to and must be settled by delivery of

such unquoted equity instruments, are measured at cost.
Nonetheless, if the financial assets can be reliably measured
subsequently, they are accounted for at fair value and any
subsequent gain or loss is recognised in equity.

The Group recognises income from investments in equity
instruments measured at cost only to the extent that
retained earnings accumulated since the acquisition are
distributed. Dividends received in excess of such earnings
are regarded as a recovery of the investment and are
therefore recognised as a reduction in the carrying amount
of the investment.

e. Financial liabilities

Financial liabilities, including trade and other payables, which
are not classified at fair value through profit or loss, are
initially recognised at fair value less transaction costs that
are directly attributable to the issue of the financial liability.
After initial recognition, liabilities classified under this
category are measured at amortised cost using the effective
interest method.

f. Convertible bonds

When compound financial instruments are issued with
equity and liability components, the equity component

is assigned the residual amount, after deducting from
the fair value of the instrument as a whole the liability
component, including any derivative financial instrument.
The liability component is measured at the fair value of

a similar instrument that does not have an associated
equity component. Transaction costs relating to the issue
of compound financial instruments are allocated to the
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components based on their relative carrying amount upon
classification.

g. Reverse factoring

The Group has contracted reverse factoring facilities

with various finance companies to manage payments to
suppliers. Trade payables settled under the management

of finance companies are recognised under trade and other
payables in the statement of financial position until they are
settled, repaid or have expired.

The consideration given by the financial institutions in
exchange for the right to finance the customers of the
Group is recorded in the consolidated income statement
when accrued.

Payables to financial entities as a result of the transfer of
trade liabilities are recognised as trade payables advanced
by banks under trade and other payables in the statement
of financial position.

When the Company requests a deferral of the initial
payment term of trade payables, these debts are
derecognised and a financial liability is recognised under
loans and borrowings in the statement of financial position.

h. Offsetting principles

A financial asset and a financial liability are offset only when
the Group currently has the legally enforceable right to
offset the recognised amounts and intends either to settle
on a net basis or to realise the asset and settle the liability
simultaneously.

2. Impairment and uncollectibility of financial
assets

Animpairment loss is recognised on a financial asset or
group of financial assets when there is objective evidence
of impairment as a result of one or more events occurring
after initial recognition of the asset.

The Group recognises impairment and uncollectibility of
loans and receivables and debt instruments by recognising
an allowance account for financial assets. When impairment
and uncollectibility are considered irreversible, their carrying
amount is eliminated against the allowance account. The
impairment loss is reversed against the allowance account.

a. Impairment of available-for-sale financial assets

When a decline in the fair value of an available-for-sale
financial asset has been accounted for directly in other
comprehensive income, the cumulative loss is reclassified

to profit and loss when there is objective evidence that the
asset is impaired. The impairment loss recognised in profit or
loss is calculated as the difference between the acquisition
cost, net of any reimbursements or repayment of the
principal, and the present fair value, less any impairment loss
previously recognised in profit or loss for the year.

Impairment losses for investments in equity instruments are
not reversed through profit or loss. Subsequent increases in
the fair value of equity instruments are recognised in other
comprehensive income,

If the fair value of debt instruments increases and the
increase can be objectively related to an event occurring
after the impairment loss was recognised, the increase
is recognised in profit or loss up to the amount of the
previously recognised impairment loss and any excess is
accounted for in other comprehensive income.

b. Derecognition of financial assets

The Group applies the criteria for derecognition of financial
assets to part of a financial asset or part of a group of
similar financial assets or to a financial asset or group of
similar financial assets.

Financial assets are derecognised when the contractual
rights to the cash flows from the financial asset expire

or have been transferred and the Group has transferred
substantially all the risks and rewards of ownership. Where
the Group retains the contractual rights to receive cash

flows, it only derecognises financial assets when it has
assumed a contractual obligation to pay the cash flows to
one or more recipients and if the following requirements are
met:

e Payment of the cash flows is conditional on their prior
collection.

¢ The Group is unable to sell or pledge the financial asset;
and

e The cash flows collected on behalf of the eventual
recipients are remitted without material delay and the
Group is not entitled to reinvest the cash flows. This
criteria is not applicable to investments in cash or cash
equivalents made by the Group during the settlement
period from the collection date to the date of required
remittance to the eventual recipients, provided that
interest earned on such investments is passed on to the
eventual recipients.

I, as a result of a transfer, a financial asset is derecognised
in its entirety, the new financial asset, financial liability or
servicing liability are recognised at fair value.

If the transferred asset is part of a larger financial asset,
the previous carrying amount of the larger financial asset is
allocated between the part that continues to be recognised
and the part that is derecognised, including servicing assets,
based on the relative fair values of those parts on the date
of the transfer.

On derecognition of a financial asset in its entirety, the
difference between the carrying amount and the sum of the
consideration received, net of transaction costs, including
any new asset obtained less any new liability assumed and
any cumulative gain or loss deferred in other comprehensive
income, is recognised in profit or loss.

If the Group neither transfers nor retains substantially all
the risks and rewards of ownership of the financial asset, it
determines whether it has retained control of the financial
asset. In this case:
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e |f the Group has not retained control, it derecognises the
financial asset and recognises separately as assets or
liabilities any rights and obligations created or retained in
the transfer.

e |f the Group has retained control, it continues to recognise
the financial asset to the extent of its continuing
involvement therein and recognises an associated liability.
The extent of the Group's continuing involvement in the
transferred asset is the extent to which it is exposed
to changes in the value of the transferred asset. The
transferred asset and the associated liability are measured
on a basis that reflects the rights and obligations that the
Group has retained. The associated liability is measured in
such a way that the carrying amount of the transferred
asset and the associated liability is equal to the amortised
cost of the rights and obligations retained by the Group, if
the transferred asset is measured at amortised cost, or to
the fair value of the rights and obligations retained by the
Group, if the transferred asset is measured at fair value,
The Group continues to recognise any income arising
on the transferred asset to the extent of its continuing
involvement and recognises any expense incurred on the
associated liability. Recognised changes in the fair value
of the transferred asset and the associated liability are
accounted for consistently with each other in profit and
loss or equity, following the general recognition criteria
described previously, and are not offset.

If the Group retains substantially all the risks and rewards
of ownership of an asset, the consideration received is
recognised as a liability.

c. Derecognition and modifications of financial liabilities

The Group derecognises all or part of a financial liability
when it either discharges the liability by paying the creditor,
or is legally released from primary responsibility for the
liability either by process of law or by the creditor.

The exchange of debt instruments between the Group and
the counterparty or substantial modifications of initially

recognised liabilities are accounted for as an extinguishment
of the original financial liability and the recognition of

anew financial liability, providing the instruments have
substantially different terms.

The Group considers the terms to be substantially different
if the discounted present value of the cash flows under the
new terms, including any fees paid net of any fees received
and discounted using the original effective interest rate, is
atleast 10 per cent different from the discounted present
value of the remaining cash flows of the original financial
liability.

The difference between the carrying amount of a financial
liability, or part of a financial liability, extinguished or
transferred to another party and the consideration paid,
including any non-cash assets transferred or liabilities
assumed, is recognised in profit or loss.

3. Fair value hierarchy for financial and non-
financial assets and liabilities

Fair value is defined as the price that would be received
to sell an asset or paid to transfer a liability in an

orderly transaction between market participants at the
measurement date, The measurement is based on the
assumption that the transaction takes place in the principal
market, i.e. the market with the highest volume or asset
or liability activity. In the absence of a principal market,
the transaction is assumed to take place in the most
advantageous market, i.e. the market that maximises the
amount received on the sale of an asset or minimises the
amount payable for transferring the liability.

The fair value of an asset or a liability shall be measured
using the assumptions that market participants would

use when pricing the asset or liability, assuming that
market participants act in their economic best interest. The
market participants are independent of each other, they
are knowledgeable, are able to enter into a transaction

for the asset or liability and they are willing to enter into a
transaction for the asset or liability, i.e. they are motivated

but not forced or otherwise compelled to do so.

The assets and liabilities measured at fair value can be
classified into the following levels:

e |evel 1: Financial instruments for which fair value is
calculated considering quoted prices of identical assets or
liabilities in active markets.

e Level 2: The fair value is calculated considering directly
or indirectly observable market inputs other than the
quoted prices in Level 1. The methods and assumptions
used to calculate fair value at this level, by class of asset
or liability, take into consideration estimated future
cash flows, discounted to present value using the zero
coupon interest rate curves of each currency at the last
working day of each reporting date and this amount is
converted to Euros taking into account the exchange
rate on the last working day of each reporting period. All
the measurements described are made using internal
instruments.

e Level 3: The fair value is calculated considering inputs,
for assets or liabilities, that are not based on observable
market data. To measure assets and liabilities at fair value
the Indra Group uses valuation techniques appropriate to
the circumstances and for which sufficient information is
available to calculate the fair value, maximising the use
of relevant observable inputs and minimising the use of
unobservable inputs.

The fair value of the different derivative financial
instruments is calculated using the following procedures:

¢ for derivatives quoted on an organised market, their
quoted value at year end.

¢ For derivatives not quoted on organised markets, the
Indra Group calculates the fair value of the financial
derivatives taking into consideration observable market
inputs, estimating future cash flows discounted to
present value using the zero coupon interest rate
curves of each currency at the last working day of each
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reporting date, converted to Euros at the exchange rate
on the last working day of each reporting period. These
measurements are made using internal instruments, Once
gross market value has been obtained, a debt valuation
adjustment (own credit risk) and a credit valuation
adjustment (counterparty credit risk) are made. The credit
valuation adjustment and debt valuation adjustment are
made based on the possible future exposure from the
instrument (creditor or debtor position) and the risk profile
of the counterparties and that of the Indra Group. In 2015
and 2014 the value of the credit valuation and debt
valuation adjustments was not significant.

In the case of buildings, the fair value of non-financial
assets and liabilities is calculated based on independent
expert appraisals and for other assets and liabilities fair
value is estimated on the basis of available market prices or
by discounting expected future cash flows if no market can
be identified.

Parent own shares

The Group's acquisition of equity instruments of the

Parent is recognised separately at cost of acquisition in the
consolidated statement of financial position as a reduction
in equity, irrespective of the reason for the purchase. Any
gains or losses on transactions with own equity instruments
are not recognised.

The subsequent redemption of the Parent instruments
entails a capital reduction equivalent to the par value of the
shares. Any positive or negative difference between the
purchase price and the par value of the shares is debited or
credited to reserves,

Transaction costs related to own equity instruments,
including issue costs related to a business combination, are
accounted for as a reduction in equity, net of any tax effect.

Cash and cash equivalents

Cash and cash equivalents include cash on hand and
demand deposits in financial institutions. They also include

other short-term, highly liquid investments that are readily
convertible to known amounts of cash and which are
subject to an insignificant risk of changes in value. An
investment normally qualifies as a cash equivalent when it
has a maturity of less than three months from the date of
acquisition,

Inventories

Inventories are measured at the lower of cost on a FIFO
basis and net realisable value. Work in progress includes
the direct cost of labour, materials or services acquired

for projects. Materials and services directly attributable to
projects are measured at cost, while labour is recognised at
standard cost, which does not differ significantly from the
actual cost.

Government grants

Non-refundable grants received by the Group to finance
research and development costs are recognised by reducing
the corresponding asset by the amount received and are
taken to income in line with the amortisation of projects
capitalised under other intangible assets.

Financial liabilities comprising implicit assistance in the form
of below-market interest rates are initially recognised at fair
value, The difference between this value, adjusted where
necessary for the issue costs of the financial liability and
the amount received, is recognised as a government grant
based on the nature of the grant awarded.

Provisions for liabilities and charges

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past event;
itis probable that an outflow of resources embodying
economic benefits will be required to settle the obligation;
and a reliable estimate can be made of the amount of the
obligation.

Obligations existing at the reporting date that arose as a

result of past events, the amount and settlement date of
which are not determined and which could have a negative
effect on the Group's equity are recognised as provisions
for liabilities and charges under liabilities in the consolidated
statement of financial position at the present value of the
most probable estimated amount that the Group would be
obliged to disburse to settle the obligation.

These provisions are measured at each reporting date based
on the best available information on the consequences of
the event for which they were recognised.

The amount recognised as a provision is the best estimate
at the end of the reporting period of the expenditure
required to settle the present obligation, taking into
account all risks and uncertainties surrounding the amount
o be recognised as a provision and, where the time value
of money is material, the financial effect of discounting
provided that the expenditure to be made each period can
be reliably estimated. The discount rate is a pre-tax rate that
reflects the time value of money and the specific risks for
which future cash flows associated with the provision have
not been adjusted at each reporting date.

Single obligations are measured using the individual

most likely outcome, When the provision involves a large
population of identical items, the obligation is estimated
by weighting all possible outcomes by their associated
probabilities. Where there is a continuous range of possible
outcomes, and each point in that range is as likely as any
other, the mid-point of the range is used.

The financial effect of provisions is recognised as a finance
cost in profit or loss.

The tax effect and gains on the expected disposal of assets
are not taken into account in measuring a provision.

If it is not probable that an outflow of resources will be
required to settle an obligation, the provision is reversed.
The provision is reversed against the income statement
caption in which the related expense was recognised, and
any surplus is accounted for in other income.
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1. Provisions for restructuring costs

A provision for restructuring is recognised when the Group
has a constructive obligation deriving from a detailed formal
plan and it has raised a valid expectation that it will carry out
the process by starting to implement the plan or announcing
its main features to those affected by it. Restructuring
provisions only include the direct expenditures arising from
the restructuring which are not associated with the ongoing
activities of the Group.

2. Provisions for onerous contracts

Provisions for onerous contracts are based on the present
value of unavoidable costs, determined as the lower of the
contract costs, net of any income that could be generated,
and any compensation or penalties payable for non-
completion.

3. Trade provisions

Trade provisions are made to cover the estimated cost of
project repairs or revisions during the warranty period

Termination benefits

Unless there is just cause, prevailing employment law
requires companies to pay termination benefits to
employees whose services are discontinued in certain
circumstances. Termination benefits are expensed when
the decision to terminate employment is approved and
announced to the affected parties.

In August 2015 the Parent started a workforce
restructuring plan. The main conditions of this plan are
provided in note 30.

R&D loans

R&D loans are granted to assist the Group's research and
development activities. These loans bear zero explicit
interest and the repayment schedule generally exceeds five
years,

R&D loans are initially recognised under liabilities at the
present value of the future cash flows, discounted using
market interest rates. The difference between this value and
the nominal amount of the loan is recognised as a decrease
in the accrued expense. The loan is therefore treated as

an operating grant if an expense has been incurred or as

a capital grant if no cost has been incurred or has been
capitalised.

In subsequent years the loan revaluation is recognised under
finance income or costs.

Classification of assets and liabilities

Assets and liabilities are classified in the consolidated
statement of financial position as current and non-current,
as follows:

Non-current: payables falling due more than twelve months
from the date of the statement of financial position, which
is the Group’s normal operating cycle, and assets which are
not expected to be realised, sold or consumed within this
time.

Current: assets expected to be realised, sold or consumed
within the Group’s normal operating cycle and payables
falling due within twelve months of the date of the
statement of financial position.

Income tax

The income tax expense or tax income for the year
comprises current tax and deferred tax.

Current tax is the amount of income taxes payable or
recoverable in respect of the consolidated taxable profit or
tax loss for the period. Current tax assets or liabilities are
measured at the amount expected to be paid to or recovered
from the taxation authorities, using the tax rates and tax
laws that have been enacted or substantially enacted at the
reporting date.

Current and deferred tax are recognised as income or an
expense and included in profit or loss for the year, except to
the extent that the tax arises from a transaction or event
which is recognised, in the same or a different year, directly
in equity, or from a business combination.

A deferred tax liability is an amount payable in the future

in respect of income tax relating to taxable temporary
differences, while a deferred tax asset is an amount
recoverable as a result of deductible temporary differences,
tax loss carryforwards or deductions pending application.
Temporary differences are differences between the carrying
amount of an asset or liability and its tax base.

The Group recognises tax credits for investment applying
the recognition and valuation criteria for current or deferred
tax assets, unless they are grants, Tax credits in the form

of grants are recognised, presented and measured applying
the corresponding accounting policy. For these purposes the
Group considers that tax credits have the nature of a grant
it they can be applied irrespective of whether tax is payable
and they have substantive operating terms additional to an
investment being made or maintained.

1. Recognition of deferred tax liabilities

The Group recognises all deferred tax liabilities except

where:

e They arise from the initial recognition of goodwill or an
asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects
neither accounting profit nor taxable income.

e They are associated with investments in subsidiaries,
associates and joint ventures for which the Group is able
to control the timing of the reversal of the temporary
difference and it is not probable that the difference will
reverse in the foreseeable future.
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2. Recognition of deferred tax assets

The Group recognises deferred tax assets provided that:

¢ |tis probable that sufficient taxable profit will be available
against which they can be utilised or when tax legislation
envisages the possibility of converting deferred tax
assets into a receivable from public entities in the future.
Nonetheless, assets arising from the initial recognition of
an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects
neither accounting profit nor taxable income, are not
recognised.

¢ The temporary differences are associated with
investments in subsidiaries, associates and joint ventures
that will reverse in the foreseeable future and sufficient
tax gains are expected to be generated against which the
temporary differences can be offset.

The Group recognises the conversion of a deferred tax
asset into a receivable from public entities when it becomes
enforceable in accordance with prevailing tax legislation.
For these purposes, the deferred tax asset is derecognised
with a charge to the expense for deferred taxes and a credit
o current tax is recognised for the account receivable.
Likewise, the Group recognises the exchange of a deferred
tax asset for government debt securities when it acquires
ownership thereof.

The Group recognises the payment obligation derived from
the financial loan as an operating expense with a credit to
pavables to public entities.

Itis considered probable that the Group will generate
sufficient taxable profit to recover deferred tax assets when
there are sufficient taxable temporary differences relating
to the same taxation authority and the same taxable entity,
which are expected to reverse in the same tax period as the
expected reversal of the deductible temporary differences
or in periods into which a tax loss arising from a deductible
temporary difference can be carried back or forward. If the

only future taxable profit is derived from taxable temporary
differences, the recognition of deferred tax assets arising
from tax losses carried forward is limited to 70% of the
deferred tax liabilities recognised.

In order to determine future taxable profit the Group takes
into account tax planning opportunities, provided it intends
or is likely to adopt them.

3. Measurement of deferred tax assets and
liabilities

Deferred tax assets and liabilities are measured at the

tax rates that are expected to apply to the period when

the asset is realised or the liability is settled, based on tax
rates and tax laws that have been enacted or substantively
enacted. The tax consequences that would follow from the
manner in which the Group expects to recover or settle the
carrying amount of its assets or liabilities are also reflected
in the measurement of deferred tax assets and liabilities. For
these purposes, the Group has considered the deduction for
reversal of the temporary measures provided in transitional
provision thirty-seven of Income Tax Law 27/2014 of 27
November 2014 as an adjustment to the tax rate applicable
to the deductible temporary difference associated with the
non-deductibility of amortisation and depreciation charges
in 2013 and 2014, of 27 December.

The Group reviews the carrying amount of deferred tax
assets at the reporting date and reduces this amount to the
extent that it is not probable that sufficient taxable profit
will be available against which to recover them.

Deferred tax assets that do not comply with the above
conditions are not recognised in the consolidated statement
of financial position. At year end the Group reassesses
whether conditions are met for recognising previously
unrecognised deferred tax assets.

4. Classification

Deferred tax assets and liabilities are recognised in the
consolidated statement of financial position under non-
current assets or liabilities, irrespective of the expected date
of recovery or settlement.

Earnings per share

The Group calculates basic earnings per share using the
weighted average number of shares outstanding during the
period. Outstanding shares are issued shares not held as
own shares. Diluted earnings per share are calculated taking
into account the dilutive effect of convertible instruments
or instruments with an equity component.

Derivative financial instruments and hedge
accounting

Derivative financial instruments which qualify for hedge
accounting are initially measured at fair value, plus

any transaction costs that are directly attributable to

the acquisition, or less any transaction costs directly
attributable to the issue of the financial instruments.
Nonetheless, transaction costs are subsequently recognised
in profit and loss providing they do not change the
effectiveness of the hedge. Derivatives that do not meet
these criteria are classified and measured as financial assets
and financial liabilities at fair value through profit or loss.

The Group also records hedges of foreign currency risk of a
firm commitment as a cash flow hedge.

At the inception of the hedge the Group formally designates
and documents the hedging relationships and the objective
and strategy for undertaking the hedges. Hedge accounting
is only applicable when the hedge is expected to be highly
effective at the inception of the hedge and in subsequent
years in offsetting changes in fair value or cash flows
attributable to the hedged risk, throughout the period for
which the hedge was designated (prospective analysis) and
the actual effectiveness, which can be reliably measured, is
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within a range of 80%-125% (retrospective analysis).

For cash flow hedges of forecast transactions, the Group
assesses whether these transactions are highly probable
and if they present an exposure to variations in cash flows
that could ultimately affect profit or loss.

The Group has arranged forward purchases and sales of
foreign currency. These exchange rate insurance contracts
are considered financial derivatives and comply with
conditions for hedge accounting, as follows: They are
recognised as follows:

a) In the case of hedges of the exposure of the fair value of
fareign currency monetary financial assets and liabilities to
currency risk, changes in both the market value of derivative
financial instruments designated as hedging instruments
and the market value of the hedged item as a result of the
hedged exposure are taken to the consolidated income
statement.

b) In the case of cash flow hedges, changes in the market
value of hedging derivative financial instruments are
recognised, to the extent that these hedges are effective, in
other comprehensive income in the consolidated statement
of comprehensive income during the year in which the
expected transaction or firm commitment impacts on the
consolidated income statement.

As currencies are traded on official markets, the fair value of
exchange rate insurance is calculated based on the quoted
price of each currency at each reporting date (level 1).

The Group has also contracted interest rate hedges to
eliminate or significantly reduce these risks. The fair value
of interest rate hedges is based on the market values

of equivalent derivative financial instruments at the

date of the statement of financial position. All interest
rate hedges are also effective as cash flow hedges. The
Group recognises the portion of the gain or loss on the
measurement at fair value of a hedging instrument that is
determined to be an effective hedge in recognised income
and expense (level 1).

Segment reporting

An operating segment is a component of the Group that
engages in business activities from which it may earn
revenues and incur expenses, whose operating results are
regularly reviewed by the Group's chief operating decision
maker to make decisions about resources to be allocated

to the segment and assess its performance, and for which
discrete financial information is available.

The Group's activities are carried out in two main segments:

¢ Solutions: a wide range of systems, applications and
components for compiling, processing, transmitting
and presenting data, basically aimed at the control and
management of complex processes. The Group's solutions
business is characterised by its customer-oriented
approach and knowledge of the business, and involves
a large degree of business consultancy and technology
services.

e Services, including the management and operation
of systems and solutions, as well as certain business
processes where technology is a strategic and
differentiating element.

Inter-segment pricing is determined on an arm's length
basis. The profit or loss of each segment is measured and
fund-allocation decisions are taken using the contribution
margin. This margin is the gross margin of projects less the
cost of sales in the markets in which the Group offers its
solutions and services and costs to support the completion
of projects.

For consolidation purposes, corporate functions and other
activities which cannot be allocated to a specific segment
are shown under Corporate (unallocated).

Based on the different characteristics of the geographical
areas in which the Group operates, the Group's activities
have been divided into the following geographical areas;
Spain, Latin America, Europe and North America, Asia, Middle
East and Africa.

Revenue recognition

The Group recognises income on projects using the stage
of completion method, which is based on the estimated
portion of the total contract completed at the closing date.
Accordingly, the total estimated profit is distributed over the
period over which the contract is carried out, based on the
percentage of completion at each reporting date.

The Group determines the percentage of completion

of transactions, which is used as a basis for revenue
recognition, as the proportion that contract costs incurred
for work performed to date bear to the estimated total
contract works.

Where the amounts billed exceed the income calculated

by applying the percentage of total costs incurred, the
difference is recognised under advances from customers,
Conversely, where the amount billed is lower than the
income calculated by applying the percentage of completion
method, the unbilled amount is recognised under receivables
in the consolidated statement of financial position.

The Group regularly assesses whether any service contracts
are onerous and, where applicable, recognises the necessary
provisions.

Foreign currency transactions and balances

Transactions in foreign currency are translated at the spot
exchange rate prevailing at the date of the transaction.

Monetary assets and liabilities denominated in foreign
currencies have been translated into the functional
currency at the closing rate, while non-monetary assets and
liabilities measured at historical cost have been translated
at the exchange rate prevailing at the transaction date.
Non-monetary assets measured at fair value have been
translated into the functional currency at the exchange rate
at the date that the fair value was determined.

In the consolidated statement of cash flows, cash flows
from foreign currency transactions have been translated
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into Euros at the exchange rates prevailing at the dates the
cash flows occur. The effect of exchange rate fluctuations
on cash and cash equivalents denominated in foreign
currencies is recognised separately in the consolidated
statement of cash flows as effect of exchange rate
fluctuations on cash and cash equivalents held.

Exchange gains or losses on monetary financial assets or
financial liabilities denominated in foreign currencies are
recognised in profit or loss.

Monetary financial assets denominated in foreign
currencies classified as available for sale are measured at
amortised cost in the foreign currency. Consequently, the
exchange differences associated with changes in amortised
cost are recognised in profit or loss and the remainder of the
change in fair value is recognised as set forth in section i).

1. Translation of foreign operations

The Group applied the exemption permitted by IFRS 1,
First-time Adoption of International Financial Reporting
Standards, relating to accumulated translation differences.
Consequently, translation differences recognised in the
consolidated annual accounts generated prior to 1 January
2004 are recognised in retained earnings. As of that

date, foreign operations whose functional currency is not
the currency of a hyperinflationary economy have been
translated into Euros as follows:

e Assets and liabilities, including goodwill and net asset
adjustments derived from the acquisition of the
operations, including comparative amounts, are translated
at the closing rate at the reporting date.

¢ Income and expenses, including comparative amounts,
are translated at the exchange rates prevailing at each
transaction date; and

¢ Allresulting exchange differences are recognised as
translation differences in other comprehensive income.

These criteria are also applicable to the translation of the
financial statements of equity-accounted companies, with
translation differences attributable to the Group recognised
in other comprehensive income.

Translation differences recognised in other comprehensive

income are accounted for in profit or loss as an adjustment

to the gain or loss on the sale using the same criteria as for
subsidiaries and associates.

2. Entities located in hyperinflationary
countries

Since the sale of the subsidiary in Venezuela in 2015
the Group does not have any entities located in
hyperinflationary countries.

Following the criteria established in IFRS-EU, the
\enezuelan economy was considered as hyperinflationary
at the 2014 close. The financial statements of Group
companies located in Venezuela were therefore adjusted to
correct the effects of inflation.

As required by IAS 29, monetary items were not restated,
whereas non-monetary items (mainly property, plant

and equipment and equity) were restated based on the
Venezuelan Consumer Price Index.

The differences arising from this adjustment in 2014 were
recognised in the consolidated income statement.
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Thousands of Euros

mpactof utos 206 thovsandon he euty fcognisea AT o oy Matons  Diposss  Tnses S5O
the consolidated statement of financial position. Investments:
Land 10.774 - - - (552) 5.566 15.758
5. BUSINESS COMBINATIONS Buildings 56.251 - 166 5 (1.139) 19.073 74356
Tech. installations, mach. and other fixtures 192403 (635) (2.561) 5428 (3.418) 2.665 193882
The Parent did not acquire any subsidiaries in the years Furniture 39428 193) 287 1449 (1.361) 450 40,060
Information technology equipment 67.397 (1.340) (2.346) 4665 (2.524) 3979 69,831
Other property, plant and equipment 11.568 n (1.914) 1953 (444) (1.265) 9877
6 ' PRO P E RTY, PLA NT AN D Property, plant and equipment under construction 221 - - - 174) 47) -
380.981 (2.255) (6.514) 13.976 (10.285) 30.623 406.526
E Q U | P M E NT Depreciation:
. o Buildings (20.653) - (45) (1.530) 394 (125) (21.959)
]CDO?EJIVSS:O]C this item at 31 December 2015 and 2014 are as Tech, installations, mach. and other fixtures (140575) 460 2461 (13618) 3272 3607 (144393)
Furniture (26.1471) 141 (306) (2.740) 957 (1.005) (29.094)
Motor vehicles (1.493) 38 59 (341) 490 (170) (1417)
Information technology equipment (58.186) 1.266 1.445 (5.383) 2.081 (3.496) (62.273)
Other property, plant and equipment (6.585) 20 1.05¢2 (1.165) 275 253 (6.150)
(253.633) 1.925 4.666 (24.777) 7.469 (936) (265.286)
Carrying amount:
Structure (4.313) (4313)
(4.313) (4.313)
Land 10.744 - - - (552) 5.566 15.758
Buildings 35598 - 121 (5.838) (745) 18948 48084
Tech. installations, mach. and other fixtures 51.828 (175) (100) (8.190) (146) 6.272 49489
Furniture 13287 (52) (19) (1.291) (404) (555) 10,966
Motor vehicles 1476 28) 87) 135 (183) 32 1345
Information technology equipment 9.211 (74) (9071) (718) (443) 483 7.558
Other property, plant and equipment 4983 m (862) 788 (169) (1.012) 3727
Property, plant and equipment under construction 221 - - - (174) (47) -
Total 127.348 (330) (1.848) (15.114) (2.816) 29.687 136.927
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Thousands of Euros

Balance at Change in Translation Additions Disposals Transfers Balance at
31.12.13 consolidated differences P 31.12.14
Investments:
Land 10774 - - - - - 10744
Buildings 56419 - 174 104 (72) (374) 56.251
ot nstallations, mach end other 206.784 24 (14.304) 5296 (4.355) (994) 192403
Furniture 37.901 (17) (1.271) 2857 (393) 351 39428
Motor vehicles 3432 (15) (58) 372 (593) (169) 2.969
Information technology equipment 67.774 (41) (3.563) 4.224 (1.001) 4 67397
Other property, plant and
equipment 9892 (77) 148 4199 (2.494) (100) 11568
Property, plant and equipment
under construction 849 B 45 175 (714) (134) eel
393.795 (174) (18.829) 17.227 (9.622) (1.416) 380.981
Depreciation:
Buildings (19.080) - (105) (1.336) 72 (204) (20.653)
Jech Instellations, mach end other (144.091) - 12,541 (13.409) 3404 980 (140575)
Furniture (24.227) 1 743 (2.847) 288 (99) (26.141)
Motor vehicles (1.825) - 111 (348) 447 122 (1.493)
Information technology equipment (56.944) 23 3561 (6.239) 837 576 (58.186)
Other property, plant and
equipment (6.850) - (76) (1.319) 1522 138 (6.585)
(253.017) 24 16.775 (25.498) 6.570 (1.513) (253.633)
Carrying amount:
Land 10744 - - - - - 10744
Buildings 37.339 - 69 (1.232) - (578) 35,598
Jech nstalations, mach and other 62693 24) (1.763) 8113) (951) (14) 51828
Furniture 13674 (16) (528) 10 (105) 252 13.287
Motor vehicles 1607 (15) 53 24 (146) 47) 1476
Information technology equipment 10.830 (18) ) (2.015) (164) 580 9211
Other property, plant and equipment 3042 (77) 72 2880 (972) 38 4983
Property, plant and equipment under
construction 849 - 45 175 (714) (134) 221

Asin 2014, additions to technical installations, machinery
and other fixtures in 2015 are mainly due to the ongoing
fitting-out of the Parent's new offices.

A'loss of Euros 1,160 thousand was generated on disposals
in 2015, which is recognised in the consolidated income
statement (see note 32).

The transfers recognised in 2015 under land and buildings
consist of the buildings received in relation to the rights to
compensation included in the agreement concluding the
transaction entered into by the Group in 2014 with Politec
Participacoes, Ltda (Polipar) and its shareholders (note
120c). The impairment recognised in the year is due to the
difference between the appraisal value of the building and
its carrying amount. This valuation was performed by an
independent expert calculating the fair value according to
hierarchical level 2.
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Details of assets acquired through finance leases, by type of

asset, at 31 December 2015 and 2014 are as follows:

Thousands of Euros

2015 2014
Investments:
Tech. installations, mach. and other fixtures 8476 8420
Furniture 98
Information technology equipment 2,046 2173
Other property, plant and equipment 400 406
10.922 11.097
Depreciation:
Buildings
Tech. installations, mach. and other fixtures (5.508) (4.172)
Furniture (65)
Information technology equipment (1.309) (740)
Other property, plant and equipment (51) 115
(6.868) (5.092)
Carrying amount:
Buildings
Tech. installations, mach. and other fixtures 2.968 4.248
Furniture 33
Information technology equipment 737 1433
Other property, plant and equipment 349 291
Total 4.054 6.005

The main finance lease agreement corresponds to the
acquisition of a flight simulatorin 2011 by the Parent
amounting to Euros 8,476 thousand. This agreement

thousand but not the finance costs.

Details of minimum lease payments and the present value of
finance lease liabilities, by maturity date, are as follows;

2015
Minimum Purchase
payments Interest option
Upto 1 year 1.889 231 -
Between 1 and 5 2605 87 116
years
4494 318 116
2014
Minimum Interest Purche_lse
payments option
Upto 1 year 2.079 260 -
Between 1 and 5 4337 559 515
years
6416 489 515

Finance lease liabilities are effectively secured as the rights
10 the leased assets revert to the lessor in the event of
default.,

At 31 December 2015 fully depreciated property, plant
and equipment amount to Euros 160,685 thousand (Euros
143,332 thousand at 31 December 2014),

The Group has taken out insurance policies to cover the
risk of damage to its property, plant and equipment. The
coverage of these policies is considered sufficient.

expires in September 2018. The interest rate of the
agreement is 4.3%. Euros 3,600 thousand is payable at the
present date (a current portion of Euros 1,260 thousand
and a non-current portion of Euros 2,340 thousand).
These amounts include the purchase option of Euros 116

7. INVESTMENT PROPERTY

On 29 April 2014 the subsidiary Prointec, S.A. sold all its
investment property for Euros 2,700 thousand, recognising
aloss of Euros 485 thousand in the corresponding item in
the consolidated income statement. (Note 32)

8. GOODWILL

For impairment testing purposes, goodwill has been
allocated to the Group's cash-generating units (CGUs) in
accordance with their respective business segment and the
country of operation.

A summary of goodwill is as follows:
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Thousands of Euros

2015 2014
Cost A_ccum_ulated Carrying Cost A_ccum_ulated Carrying
impairment amount impairment amount
Indra EWS 14.462 - 14462 14462 - 14.462
Indra ATM 29447 - 29447 29.447 - 29447
Brazil 99.259 (99.259) - 101558 (16.656) 84.902
Indra Italy 20504 - 20504 20504 - 20504
Indra Navia 26.136 - 26.136 26.136 - 26.136
Consulting Group 36,608 (13.139) 23469 36,608 (4.055) 32,553
BPO Group 58925 - 58925 58925 - 58925
Azertia Group 66.701 (8.582) 58.119 67475 (8.582) 58.893
Prointec Group 30437 (3.576) 26.861 30479 (2.682) 27797
Soluziona Group 166.761 (3.000) 163.761 169455 (2.831) 166.624
Other 61620 (12.896) 48724 63.956 (914) 63.042
Total 610.860 (140.452) 470.408 619.005 (35.720) 583.285

Thousands of Euros

31.12.14 ;{;‘;‘rfﬂ‘;‘; Disposals Impairment 31.12.15
Indra EWS 14.462 - - - 14462
Indra ATM 29447 - - - 29447
Brazil 84.902 (2.299) - (82.603) -
Indra Italy 20,504 - - - 20,504
Indra Navia 26.136 - - - 26.136
Consulting Group 32553 - - (9.084) 23469
BPO Group 58925 - - - 58925
Azertia Group 58893 (774) - - 58119
Prointec Group 27.796 “4n - (894) 26.861
Soluziona Group 166624 (1.323) (1.371) (169) 163.761
Other 63.043 (2.337) - (11.982) 48724
Total 583.285 (6.774) (1.371) (104.732) 470.408
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Thousands of Euros

Translation

31.12.13 differences Disposals Impairment 31.12.14
Indra EWS 14462 - - 14.462
Indra ATM 29447 29447
Brazil 100,408 1.150 (16.656) 84.902
Indra Italy 20504 20504
Indra Navia 28364 (2.228) 26.136
Consulting Group 36.608 (4.055) 32553
BPO Croup 58925 58925
Azertia Group 59.229 (336) 58893
Prointec Group 28734 (44) (894) 27.796
Soluziona Group 167.099 (475) 166.624
Other 62163 880 63.043
Total 605.943 (1.053) (21.605) 583.285

In the years ended 31 December 2015 and 2014, there
were neither additions to this item in the consolidated
statement of financial position nor changes to the CGUs to
which the goodwill was assigned.

Key assumptions used in projections

The Group periodically measures the recoverability of the
goodwill included in the above table by discounting the
expected future cash flows of the various cash generating
units (CGUs) to which the goodwill is assigned based on the
business plans.

The assumptions on which these cash flow projections are
based are past experience and reasonable forecasts of the
business plans of the Group's different cash-generating
units. These forecasts are contrasted with market growth
forecasts according to different specialised sources, taking
into account the company's position in the market and any
strategic aspects that could lead to changes in this position
(innovation, new market openings, etc.).

The assumptions used to calculate the recoverable value of
each significant existing CGU are as follows:
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Year-on-year growth rate

Post tax discount rate Residual growth rate Residual EBIT margin Working capital (days)
Income (5 years)

2015 2014 2015 2014 2015 2014 2015 2014 2015 2014

Indra EWS (05 %) (05 %) 791 % 836 % 1,00% 1,00 % 2368% 27.23% (19 (155)
Indra ATM 00% 18% 791 % 7.80% 191 % 2,00 % 12,02 % 1036 % 139 127
Brazil 77 % 124 % 1230% 11.93% 493 % 4,96 % 696 % 7,55 % 91 93
Indra Italy 7.7 % 96% 762 % 817 % 1,54 % 1.70% 1033 % 9,56 % 100 120
Indra Navia 33% 23% 6,25 % 6,85 % 282% 2,70% 10,96 % 983 % 80 102
Consulting Group 6,9 % 58 % 8,02 % 822 % 1,50 % 1,50 % 874 % 10,69 % 108 158
BPO Group 31% 30% 777 % 794 % 191 % 2,00% 1039% 10,09 % 37 27
Azertia Group 19% 31 % 777 % 8,07 % 191 % 2,00% 10,80% 1035% 37 55
Prointec Group 103 % 6,7 % 814 % 839 % 191 % 2,00% 1372% 10,36 % 142 96
Soluziona Group 6,7 % 79% 840 % 840 % 2,00 % 2,00% 895 % 929% 82 91

In all cases sensitivity analyses are performed in relation

o the discount rate used and the residual growth rate, to
verify that reasonable changes in these assumptions would
not have an impact on the possible recovery of the goodwill
recognised. Sensitivity analyses are also conducted on

the main assumptions; sales, margins, working capital and
residual EBIT.

The main variations in the assumptions used to calculate
the value in use of each impaired CGU are as follows:

¢ Brazil CGU: after the results obtained in Brazil, in 2015 the
Group approved a new company strategy so that it is more
selective with regard to the projects carried out, focusing
on projects with higher added value. Consequently the
expected sales growth in coming years has been adjusted
downwards to 7.7% (year-on-year growth rate 2014-
2019). This growth is in line with that expected in the
Information Technology sector in this period. Estimated
EBIT has also been reduced by 1.33 percentage points in
the last year of the period (from 8.3% to /%) to adapt it
o the new business circumstances, which is also affected

by macro-economic conditions in the country. Also the
discount rate has increased from 11.93% to 12.30% due to
the interest rate hikes in Brazil.

Given that the recoverable amount of the Brazil CGU is
less than its carrying amount at 31 December 2015
impairment has been recognised for the difference;
Euros 82,603 thousand for goodwill, which has been
totally written down and Euros 7,396 thousand for other
intangible assets of the CGU (note 9).

e (Consultancy Group CGU: the main variationis a 2 p.p.
reduction in annual EBIT in line with the fall in profitability
in 2015,

 Portugal CGU: the main variation is a reduction in the year-
on-year revenue growth rate, which declines from 5.4% at
31 December 2014 to 2.2% at 31 December 2015, which
furthermore is applied to 22% lower sales based on the
approved business plan,

To calculate their present value cash flows are discounted
at a post-tax rate that considers the specific risks affecting
the assets as well as cash flow risks not contemplated, such
as country risk. This rate is calculated using the capital asset
pricing model (CAPM). The data used in these calculations
come from prestigious and independent external
information sources and the results are compared with the
rates used by independent financial analysts when valuing
comparable businesses. The post-tax rates used in 2015
ranged from 6.25% to 8.40%.

The projections are for a period of five years. From the sixth
year onwards the cash flows are those that compose the
terminal value and are estimated as income in perpetuity

at a constant growth rate (residual growth rate) on a
normalised cash flow that reflects the CGU's operations in
perpetuity. The residual growth rate is estimated for each
CGU taking into account the nature of the business and
forecast long-term inflation in the activity area of each CGU,
comparing this information with external sources. Growth
rates of 1% to 4.93% were used in the projections made in
2015,
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The normalised cash flow used as the base to calculate
the terminal value is determined by making the following
adjustments to the cash flow in the fifth year:

Sales =Sales . x(1+g)

Normalised cash flow

Operating expenses = Operating expenses Year 5 x (1+g)

Normalised cash flow

Deprediation and , .o nomalised cash i — D€Preciation and amortisation

Investment, .. ... = Depreciation and amortisation, . . .

./ 365 x Sales X

i i = i ‘ )
Investment in working Days working capital ,, . vears X 8

capital Normalised cash flow

Taxrate = Tax rate

Normalised cash flow Year 5

Normalised cash flow = (Sales - Operating expenses - Investment - Investment in working capital - Taxes)

Normalised cash flow

"g"is the residual growth rate
(1) The investment in working capital is calculated based on residual growth.

The percentage that the discounted amount of the terminal
value represents compared to the recoverable amount of the
most significant goodwill in 2015 and 2014 is as follows:

2015 2014
Indra EWS 76 % 69 %
Indra ATM 75% 77 %
Brazil 66 % 73%
Indra Italy 86 % 79%
Indra Navia 85 % 80 %
Consulting Group 82 % 80 %
BPO Group 75 % 76 %
Azertia Group 69 % 72%
Prointec Group 76 % 76 %
Soluziona Group 78 % 78%
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Details of the carrying and recoverable amounts of the most The result of the sensitivity analysis of the impairment tests
significant CGUs, including goodwill, at 31 December 2015 on the goodwill allocated to the CGUs is as follows:
and 2014, are as follows:

2015
2015 Thousands of Euros WACC variation Residual growth rate
Carrying Recoverable Difference Impact on recoverable amount of CGUs: -1pp. +1p.p. -05pp. +0,5pp.
srennt(n et e Indra EWS 34.860 (25.910) (10372) 11.990
Indra EWS 14462 186122 171660 Indra ATM 15799 (11.241) (3473) 4104
Indra ATM 50048 75258 25210 Brazil 21182 (16.192) (3320) 3803
Brazil 133893 133893 - Indra Italy 18.309 (13017) (4.201) 4954
Indra Italy 37.869 78.236 40,366 Indra Navia 55901 (30.565) (13.369) 17.936
Indra Navia 40871 132.223 81.352 Consultancy Group 9685 (7.060) (2.036) 2374
!’l Consulting Group 35869 45906 10037 BPO Group 33.702 (23.794) (9.147) 10853
; BPO Group 81.554 158927 77374 Azertia Group 28.595 (20.226) (7.750) 9195
’ Azertia Group 75.734 144.484 68.750 Prointec Group 23732 (17.100) (5361) £.296
l : Praintec Group 57672 115573 57.901 Soluziona Group 89589 (64.946) (20.978) 24.53¢
Soluziona Group 267.751 441697 173946
2014 Thousands of Euros o
Carrying Recoverable A WACC variation Residual growth rate
amount (1) amount (2) (2)-(1)
Impact on recoverable amount of CGUs: -1pp. +1p.p. -05pp. +0,5pp.
Indra EWS 14462 217024 202562 Indra EWS 35244 (26.683) (11625) 13320
Indra ATM 485670 66.214 17.544 Indra ATM 14587 (10252) (3.185) 3787
Brazil 225589 225589 - Brazil 39697 (29622) (7.893) 9113
Indra Italy 47951 71871 23820 Indra Italy 14,635 (10643) (2.941) 3434
Indra Navia 47803 96.853 49050 Indra Navia 31,081 (18973) (7313) 9315
Consulting Group 58684 58684 - Consultancy Group 11.245 (8.270) (2.153) 2499
BPO Group 71520 133111 61.591 BPO Group 28441 (20.156) (7.885) 9335
Azertia Group 82.548 143162 60614 Azertia Group 28443 (20337 (7.386) 8711
Prointec Group 61222 110982 49760 Prointec Group 22,222 (16.132) (5.191) 6073
Soluziona Group 286.960 454,668 167708 Soluziona Group 92.224 (66.835) (21.299) 24908
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2015

Sales variation EBIT margin Residual EBIT Change_in days_ of

working capital

Impact on recoverable amount of CGUs: -50% -1pp. -1pp. +10dfas
Indra EWS (9.575) (7.914) (5.946) (2.228)
Indra ATM (2.640) (6.534) (5.128) (1.831)
Brazil (4.432) (22829 (16941) 10919
Indra Italy (3.120) (8.705) (6.926) (2.577)
Indra Navia (5.793) (12.666) (11.027) (2.876)
Consulting Group (1.639) (5.941) (4623) (1693)
BPO Croup (6.838) (14.790) (11.684) (4.071)
Azertia Group (5.855) (11.993) (9.480) (3.301)
Prointec Group 4.177) (8.854) (6.920) (2.552)
Soluziona Group (16.957) (52.350) (41.086) (15.556)

2014

Sales variation EBIT margin Residual EBIT Ch:;;%:i:‘ngdcaa‘;sit‘;fl

Impact on recoverable amount of CGUs: -80% -1pp. -1pp. +10dfas
Indra EWS (18595) (7.319) (5.396) (2.144)
Indra ATM (3.714) (6.804) (5.369) (1.854)
Brazil (9.721) (32617) (24.782) (15.157)
Indra Italy (3.693) (8.252) (6.464) (2.614)
Indra Navia (6.170) (10369) (8.750) 2.512)
Consulting Group (2.776) (5877) (4.559) (1.691)
BPO Group (9.552) (13.042) (10.236) (3.713)
Azertia Group (8.957) (13.081) (10.339) (3.736)
Prointec Group (6.389) (171.151) (8.709) (3.262)
Soluziona Group (26.848) (52.149) (40.884) (15.486)

This sensitivity analysis shows that the most important
CGUs present no significant risks associated with reasonably
possible variations in financial variables and operational
variables, considered on an individual basis.

In 2015, based on the calculations performed, impairment
of Euros 89,999 thousand was recognised on the Brazil
CGU (as its recoverable amount was lower than its carrying
amount at 31 December 2015). Euros 82,603 thousand

of this amount was in respect of goodwill, which was
written down entirely and Euros 7,396 thousand on other
intangible assets of the CGU (note 9). In the Consultancy
CGU impairment of Euros 9,084 thousand was recognised
and in the Others CGU impairment totalling Euros 11,982
thousand was recognised, of which Euros 8,848 thousand
is for Indra Portugal. All this impairment is recognised under
other losses on non-current assets in the income statement
(see note 32).

In 2014 the Brazil CGU and the Consultancy CGU suffered
impairment of Euros 16,656 thousand and Euros 4,055
thousand, respectively.

Details are provided below of the amount by which the value
assigned to key assumptions must be changed so that the
recoverable amount is equal to the carrying amount of each
CGU.
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2015

WACC Residual growth rate

Value to equal Value to equal

Assumption carrying amount Assumption carrying amount
Indra EWS 791 % 58,58 % 1,00 % -
Indra ATM 791 % 10,75 % 191 % (5.68 %)
Brazil 1230% 1230% 493 % 493 %
Indra Italy 762 % 1249 % 1,54 % (14,94 %)
Indra Navia 6.25% 1352 % 2.82% (20,09 %)
Consulting Group 8,02 % 955% 1,50 % (2,03 %)
BPO Group 777 % 13711 % 191 % (9,72 %)
Azertia Group 777 % 13,58 % 191 % (11,68 %)
Prointec Group 814 % 13,71 % 191 % (23,28 %)
Soluziona Group 840 % 12,08 % 2,00 % (7,62 %)

2015
Sales variation EBIT margin Working capital (days)

Value to equal Value to equal Value to equal

carrying amount Assumption carrying amount Assumption carrying amount
Indra EWS (89,64 %) 2368% 199 % (19) 752
Indra ATM (47,74 %) 12,02 % 8,16 % 139 276
Brazil - 6,96 % 696 % 91 91
Indra Italy (64,49 %) 1033 % 569 % 100 257
Indra Navia (78,85 %) 10,96 % 375% 80 398
Consulting Group (30,62 %) 8,74 % 7,05 % 108 168
BPO Group (56,57 %) 1039 % 516% 37 227
Azertia Group (5883 %) 10,80 % 5.06% 37 246
Prointec Group (69,31 %) 1372% 718% 142 369
Soluziona Group (51,27 %) 835 % 563% 82 194

**Datum normalised year
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2014
WACC Residual growth rate
Assumption Value t;is‘g“:;;::t- Assumption Value t;isgl;l‘;::t'
Indra EWS 8,36 % 12192% 1,00% -
Indra ATM 7,80 % 10,06 % 2,00 % (351 %)
Brazil 11,93 % 11,93 % 4,96 % 4,96 %
Indra Italy 817 % 10,98 % 1,70% (7,36 %)
Indra Navia 6,85 % 11,06 % 2,70% (8,02 %)
Consulting Group 8,22 % 8,22 % 1,50 % 1,50 %
BPO Group 794 % 1267 % 2,00 % (716 %)
Azertia Group 807 % 1253 % 2,00% (8,10 %)
Prointec Group 839% 13,02 % 2,00% (1262 %)
Soluziona Group 840 % 11,72% 2,00 % (6,51 %)
2014
Variacion Ventas Margen EBIT Dias de circulante
Value to_equal carr- Assumption Val_ue to equal Assumption Val_ue to equal
ying amount carrying amount carrying amount
Indra EWS (87,1 %) 27.2% (04 %) (155) 857
Indra ATM (42,1 %) 104 % 75% 127 232
Brazil - 83% 83 % 88 83
Indra Italy (51,8 %) 96 % 6,7 % 120 2le
Indra Navia (63,6 %) 98 % 51% 102 297
Consulting Group - 10,7 % 10,7 % 158 158
BPO Group (51,6 %) 101 % 54 % 27 193
Azertia Group (54,1 %) 104 % 57 % 55 218
Prointec Group (62,3 %) 104 % 59% 96 249
Soluziona Group (50,0 %) 93% 6,1% 91 199

*Datum normalised year
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9. OTHER INTANGIBLE ASSETS Thousands of Euros
]E)Oe”toa\i\llsé :of this item at 31 December 2015 and 2014 are as B;:a_?cze_:: conCsILaI%gat:eig Jirfaf::::,:i:: o — S B;:a_?cze_f;
roup
Investments:
Industrial property 39306 - (27) - - - 39279
Computer software 179.059 6) (603) 714 (841) 147.248 325,571
Development expenses 248447 - (1.853) 34288 - (141.189) 139,693
Other intangible assets 23858 - (139 16 (26) (2.681) 210028
490.670 (6) (2.622) 35.018 (867) 3.378 525.571
Amortisation
Industrial property (11.388) - 27 (274) - 1 (11.634)
Computer software (77.155) 5 604 (56.423) 885 135 (131.949)
Development expenses (8914) - 820 (1.483) - 411) (9.988)
Other intangible assets (13.746) 1 17 (2.523) 26 3.201 (13.024)
(111.203) 6 1.468 (60.703) 911 (2.926) (166.595)
Grants
Development expenses (70.4971) - - (9.382) 37.265 - (42.608)
(70.491) - - (9.382) 37.265 - (42.608)
Provisions
Industrial property - (593) (5470) - - (6.063)
Computer software - - - - (18.956) (18.956)
Development expenses (10.956) - - - - 18956 -
Other intangible assets (187) - (210) (1.926) - 187 (2.136)
(19.143) - (803) (7.396) - 187 (27.155)
Carrying amount:
Industrial property 27918 - (593) (5.744) - 1 21,582
Computer software 101904 m 1 (55.709) 44 128427 174,666
Development expenses 150.086 - (1.033) 23423 37.265 (122.644) 87.097
Other intangible assets 9925 1 (332) (4.433) - 707 5.868
Total 289.833 - (1.957) (42.463) 37.309 6.491 289.213
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During 2015 and 2014, the Group performed the
impairment tests required under accounting standards,

Thousands of Euros

Change in ; which revealed the need to recognise impairment of
B;ﬂ?zeja; ‘°"s°"gﬁgzg ;ir:fr;ilearﬂ:: fdditions Disposals Transters B;:a.qczeja: Euros 18,865 thousand on the egnergy mparket Commercial
Management project (see note 32).In 2015 this
Investments: development has been transferred to computer software
Industrial property 39200 ) 106 } 3 B 39306 and amortisation has commenced.
Computer software 116666 (730) 348 192 (3418) 66.001 179.059 In 2015, as described in note 8, impairment of Euros 7,396
Development expenses 256417 n (126) 59518 (595) (66.746) 248447 thousand came to Iight on intangible assets recognised in
Other intangible assets 24.293 (253) 749 3 (30) (304) 23858 2011 as aresult of the acquisition of Politec Tecnologia
436.576 (1.004) 1.077 59.713 (4.043) (1.649) 49670  dalnformacao, SA. (see note 8) when estimating the
Amortisation recoverable amount of the Brazil CGU.
Industrial property (10035) - 1 (1.363) - O] (11.388) The most significant groupings of development projects
Computer software (45.101) 357 (46) (34.145) 458 1322 (77.155) and computer software capitalised, excluding the impact of
Development expenses (7.645) 21 130 (822) 178 (776) (8914) grants extended, are as follows:
Other intangible assets (12.193) - (355) (2.404) - 1.206 (13.746)
(74.974) 378 (260) (38.734) 636 1.751 (111.203)
Grants
Development expenses (75.676) - - (13.124) 18309 - (70.491)
(75.676) - - (13.124) 18.309 - (70.491)
Provisions:
Development expenses - - - (18.956) - - (18.956)
Other intangible assets - - - (187) - - (187)
- - - (19.143) - - (19.143)
Carrying amount:
Industrial property 29.165 - 117 (1.363) - m 27918
Computer software 71565 (373) 302 (33953) (2.960) 67323 101.904
Development expenses 173.096 - 4 26616 17.892 (67.522) 150,086
Other intangible assets 12,100 (253) 394 (2.588) (30) 302 9.925
Total 285.926 (626) 817 (11.288) 14.902 102 289.833
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Investments (1):
Banking core
Healthcare market software development
Insurance market platform development
Development of air surveillance system (Atlante)
Internal SAP software
Energy market sales management systems
Earth observation software and satellite communication systems
Railway and interurban traffic control development
Self-protection systems and onboard sensors
Airline revenue accounting systems
Security systems
Defence surveillance systems
Surveillance and air traffic control systems
Simulator systems
Remotely piloted aircraft (RPA) systems

Smart grid solutions

Thousands of Euros

2015 2014
33.029 33.029
15172 15172
30321 30321
21.27¢2 20631
18151 18151
77720 75368

6.170 5513
17934 17439
23933 14602
14.095 12840

8.230 7479

5193 3116

7.030 6.985

1.598 1.598
13487 12155

9953 9656

303.288 284.055
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Thousands of Euros

Estimated years of

2015 2014 amortisation (2)
Accumulated amortisation:
Banking core (9.921) (6.727) 1 to 10 years
Healthcare market software development (5.036) (3.795) 1 to 10 years
Insurance market platform development (6.064) (3.032) 10
Internal SAP software 6.171) (4.284) 10
Energy market sales management systems (1.469) - 10
Railway and interurban traffic control development (3611) - 110 5vyears
Airline revenue accounting systems (23571) - 1 to5years
Smart grid solutions (1.848) - 1 to 5 years
(45.023) (22.055)
Accumulated impairment:
Energy market sales management systems (18.956) (18.956)
(18.956) (18.956)
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Carrying amount:
Banking core
Healthcare market software development
Insurance market platform development
Development of air surveillance system (Atlante)
Internal SAP software
Energy market sales management systems
Earth observation software and satellite communication systems
Railway and interurban traffic control development
Self-protection systems and onboard sensors
Airline revenue accounting systems
Security systems
Defence surveillance systems
Surveillance and air traffic control systems
Simulator systems
Remotely piloted aircraft (RPA) systems
Smart grid solutions

Total

(1) The amortisation of all current developments is expected to have started
by 2016 year end.

(2) The groupings of projects comprise many projects with different useful
lives on an individual basis. Therefore, in one grouping a project could be
amortised in the same vyear it is capitalised while other projects in that
grouping could have useful lives of 10 years.

Thousands of Euros

2015 2014
23.108 26.302
10.136 11377
24.257 27.289
21.272 20631
11.980 13867
57.295 56412

2317 3586
14323 17439
23.562 14.231
14.095 12840

4638 5,560

5193 3116

4.679 6.985

862 1.598
13487 12155
8105 9656
239.309 243.044

These projects are likely to generate future economic
benefits that will offset the cost of the assets recognised.

In 2015, as in 2014, the Parent continued investing in
development in all areas of activity, particularly in the area
of financial institutions and in the energy market. A total
amount of Euros 34,288 thousand was capitalised in 2015
(Euros 59,518 thousand in 2014). The Parent recognised
impairment of Euros 18,956 thousand in 2014 as a result
of the annual review of the business plans associated with
the main intangible assets. This impairment is in respect

of energy market investments as new, more conservative,
estimates were used for the commercial performance. In
2015 this development has been transferred to computer
software and amortisation has commenced.

The most significant transfers recognised under computer
softwarein 2015 and 2014 are related to the following
groupings:

Thousands of Euros

Project 2015 2014
Energy market sales management systems 77.720 -
Railway and interurban traffic control 15012 )
development

Smart grid solutions 8.167 -
Surveillance and air traffic control systems 5597 -
Healthcare market software development - 15172
Insurance market platform development - 30321
Security systems - 1.244

Certain capitalised development costs have been financed
or subsidised by various public authorities through the
relevant public entities. Details are provided below of the
projects that received the most significant grants in 2015
and 2014 (Euros 42,608 thousand and Euros 70,491
thousand, respectively):
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Thousands of Euros Thousands of Euros
Project 2015 2014 Costs incurred internally Acquisitions from third parties
Balance at
Banking core 6.859 7815 31.12.15 Finite useful Amortisation Indefinite  Finite useful Amortisation
life rate useful life life rate
Security systems 4911 2478
Carrying amount
Smart grid solutions 3471 4682
' , ) Industrial property 21582 - - 19.949 1633 10%
Railway and interurban traffic control 2599 4557
development ) ) Computer software 174,666 173.200 10-100% - 1.466 25%
SSeer:;L;rSotection systems and onboard 2552 2418 Development expenses 87.097 87.087 20% - 10 10-25%
. , Other intangible assets 5.868 199 - - 5669 10 %
Development of air surveillance system 1833 1833

(Atlante) 289.213 260.486 19.949 8.778
Earth observation software and satellite

communication systems 1631 2485
Remotely piloted aircraft (RPA) systems 1.601 1507
Healthcare market software development - 3.187 Thousands of Euros
Surveillance and air traffic control systems . 5122 - Costs incurred internally Acquisitions from third parties
) 31.12.14 Finite useful Amortisation Indefinite  Finite useful  Amortisation
Simulator systems - 1.145 life rate useful life life rate
Carrying amount
In 2015 and 2014, industrial property includes the following Industrial property 27918 - - 19.948 7.970 10%
assets acquired from third parties for a total amount of
) Computer software 101.904 100125 10-100% - 1779 25%
Euros 39,279 thousand (Euros 39,306 thousand in 2014):
) ) ) Development expenses 150.086 149444 20% - 642 10-25%
¢ Software maintenance rights acquired by the Parent for
Euros 23,170 thousand in 2010, Other intangible assets 9925 - - - 9925 10%
289.833 249.569 19.948 20.316

e Industrial property of Euros 13,711 thousand recognised
on the acquisition of Politec Tecnologia da InformaCao,
SAin201T.

Details of the amortisation rates of intangible assets are as
follows:
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At 31 December 2015 fully amortised intangible assets
amount to Euros 105,816 thousand (Euros 61,240
thousand at 31 December 2014).

In 2015 aloss of Euros 99 thousand (Euros 1,063 thousand
in 2014) was generated on disposals, which was recognised
in the consolidated income statement (see note 32).

The Group has taken out insurance policies to cover the risks
to which some of its intangible assets are exposed. The
coverage of these policies is considered sufficient.

10. FINANCIAL INSTRUMENTS

The classification of financial assets (except investments in
associates) by class and maturity date in 2015 and 2014 is
as follows:

Financial assets:
Nature / Category

Other investments in non-Group companies
Other assets receivable

Other financial assets

Non-current

Guarantees and deposits

Derivatives

Other financial assets

Current

Total

Financial assets:
Nature / Category

Other investments in non-Group companies
Derivatives

Other assets receivable

Other financial assets

Non-current

Guarantees and deposits

Derivatives

Other financial assets

Current

Total

2015 Thousands of Euros

Note Av?ilabl_e-for-sale Loa_ns and P_Iedging
financial assets receivables derivatives
12 16.593 - -
12 - 2.867 -
12 - 21725 -
16.593 24.592 -
14 - 2112 -
14 - - 1.701
14,15y 16 - 1429627 -
- 1.431.739 1.701
16.593 1.456.331 1.701

2014 Thousands of Euros
Note Avgilabl_e-for-sale Loa_ns and I:Iedging
financial assets receivables derivatives
12 15872 - -
12 - - 14
12 - 42991 -
12 - 25.006 -
15.872 67.997 14
14 - 4.866 -
14 - - 777
14,15y 16 - 1653015 -
- 1.657.881 777
15.872 1.725.878 791

Indra Consolidated Annual Accounts and Management Report

11



Consolidated Annual Accounts

Available-for-sale financial assets

Available-for-sale financial assets consist of investments

in unlisted companies which, because their market value
cannot be reliably determined, were measured at acquisition
cost or for a lower amount in the event of any impairment.

Loans and receivables

As its principal activity, the Group carries out projects
commissioned by customers. The Group recognises income
and expenses on contracts using the percentage of
completion method. This method is based on estimating
the total project costs and income, costs to complete the
contract, contractual risk and other parameters.

Following the established procedure, Indra's project
managers periodically make estimates to verify whether the
main technical and economic assumptions of the projects

in their portfolio are being met. In this analysis special
attention is paid to the projects that are most likely to
deviate from plan and therefore have a negative financial
impact (see note 15).

The classification of financial assets by class and maturity
datein 2015 and 2014 is as follows:

Financial liabilities:
Nature / Category

Loans and borrowings

Bonds and other marketable securities
Derivatives

Other financial liabilities

Non-current payables/financial liabilities
Loans and borrowings

Bonds and other marketable securities
Derivatives

Other financial liabilities

Current payables/financial liabilities

Total

Financial liabilities:
Nature / Category

Loans and borrowings

Bonds and other marketable securities
Derivatives

Other financial liabilities

Non-current payables/financial liabilities
Loans and borrowings

Bonds and other marketable securities
Derivatives

Other financial liabilities

Current payables/financial liabilities

Total

2015 Thousands of Euros

Debts and payables

Hedging derivatives

20 724372 -
20 237543 -
21 - 11.437
21 20946 -
982.861 11.437
24 78648 -
24 729 -
26 - 30936
25y 26 1.402.004 -
1.481.381 30.936
2.464.242 42.373

2014 Thousands of Euros
Debts and payables Hedging derivatives
20 472697 -
20 229686 -
20y 21 - 8785
20y 2l 145546 -
847.929 8.785
24 91971 -
24 38891 -
26 - 18493
25y 26 1.325.097 -
1.455.959 18.493
2.303.888 27.278
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As currencies are traded on official markets, the fair value of
exchange rate insurance is calculated based on the quoted
price of each currency at each reporting date (level 1).

The Group has also contracted interest rate hedges to
eliminate or significantly reduce these risks. The fair value
of interest rate hedges is based on the market values

of equivalent derivative financial instruments at the

date of the statement of financial position. All interest
rate hedges are also effective as cash flow hedges. The
Group recognises the portion of the gain or loss on the
measurement at fair value of a hedging instrument that is
determined to be an effective hedge in recognised income
and expense (level 1).

Details of the characteristics of each of the liabilities are
provided in the relevant note to these consolidated annual
accounts.

A breakdown of the net finance cost recognised in the
consolidated income statements for 2015 and 2014 is as
follows:

Finance costs for loans and borrowings
Other finance costs

Financial liabilities at amortised cost
Exchange gains

Total finance costs

Other finance income

Total finance income

The Euros 922 thousand recognised under financial
liabilities at amortised costin 2015 (Euros 6,291 thousand
in 2014) comprises finance costs from debt adjustments,
mainly R&D loans with below-market interest rates.

Thousands of Euros

2015 2014
30.278 30626
13.283 10114

922 6.291
4519 967
59.444 61.253
857 11.804
857 11.804
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1 1. EQUITY‘ACCOUNTED INVESTEES Thousands of Euros

: [ Balance at Chang.e " Translation . . Balance at
Details of this item at 31 December 2015 and 2014 are as 31.12.14 | €onsolida- Investment .. to o Dividends  Profit/loss | "3 o
follows: ted Group

SAES Capital 2272 - - - (407) 116 1.981
Eurofighter Simulation Systems 3,695 - - - (1.040) (29) 2.626
Euromids 395 - - - - 54 449
Iniciativas Bioenergéticas 1,508 - - - - (124) 1384
|detegolf 15 (15) - - - - -
Trias Beltran 8 (8) - - - - -
13 Televisién 173 - - - - (48) 125
IESSA (4.396) 4396 - - - - -
IRB Riesgo Operacional 425 - - - - (1e1) 304
A4 Essor 230 - - - - (202) 28
Tower Air Traffic System 501 - - - - - 501
Indra Sistemas de Tesorerfa 96 (96) - - - - -
Logistica Marftima de Tuxpan 150 - - - - - 150
Natming 3 - - - - - 3
Indra Isolux México (4) - - 9) - 9) (22)
Vision Inteligente Aplicada (69) - - 9 - (40) (100)
EFI TUneles Necaxa 38 - - 3 - 24 65
Societat Catalana Per a la Mobilitat 624 - 823 - - 2 1.449
Total 5.664 4.277 823 3 (1.447) (377) 8.943
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Thousands of Euros

B; !Ia-l;czeja; coiZZE?EéE Investment :;faf':l:r:i:; Dividends Profit/loss Transfers B; :a.?;e.la;
SAES Capital 2500 (434) 206 2272
Eurofighter Simulation Systems 3173 522 3.695
Euromids 337 - 58 395
Iniciativas Bioenergéticas 1079 650 - (e21) - 1.508
|detegolf 15 - - 15
Trias Beltran 8 - 8
13 Television 425 - (382) 130 173
IESSA - (3.744) (652) (4.396)
IRB Riesgo Operacional - 99 326 425
A4 Essor 158 - 72 - 230
Edlica Maritima y Portuaria 1) 21 - - -
Tower Air Traffic System 501 - - 501
Indra Sistemas de Tesorerfa 38 - 58 - 96
Logistica Maritima de Tuxpan 150 - - 150
Romskog Utvickling AS 6 (6) -
Natming 3 - 3
Indra Isolux México 5 - 9) 4)
Vision Inteligente Aplicada (67) - ) (69)
EFI TUneles Necaxa 40 - ) - 38
I\jgg:ﬁii Catalana Perala 624 . ) 624
Total 7.925 645 1.075 (6) (434) (3.345) (196) 5.664

The main figures for the most significant equity-accounted
investments are provided in Appendix V.

Movement relating to investments in associates during the
year ended 31 December 2015 is as follows:

e On 10 January 2015 the subsidiary Indra BPO, S.L. ratified
the winding up of its investee Trias Bertran 4, SL,,
generating a loss of Euros 1 thousand, which has been
recognised in the consolidated income statement (note
32).

e On 22 May 2015 the Parent paid an additional Euros 25
thousand for the share capital of Societat Catalana per a
la Mobilitat, S.A. On successive dates and during the year
it paid a further Euros 798 thousand.

e On 16 October 2015 the Parent sold its interest in the
subsidiary Indra Esteio Sistemas S.A(IESSA), incurring a
loss of Euros 145 thousand, which has been recognised in
the consolidated income statement (see note 32).

e On 13 November 2015 the Parent sold its interest in the
subsidiary Indra Sistemas de Tesorerfa, S.L, generating a
gain of Euros 5 thousand, which has been recognised in
the consolidated income statement (note 32).

e On 18 December 2015 the subsidiary Prointec, S.A.
ratified the winding up of its investee Idetegolf, S.A.

Indra Consolidated Annual Accounts and Management Report 45



Consolidated Annual Accounts

The following movements took place in investments in
associates during the year ended 31 December 2014

e On 15 January 2014 the subsidiary Prointec, S.A. dissolved
its investee Edlica Marftima y Portuaria, in which it held a
20% interest. A loss of Euros 17 thousand was incurred,
which was recognised in the consolidated income
statement (see note 32).

e On 31 January 2014 the subsidiary Prointec, S.A.
subscribed and paid up the share capital increase carried
out by Iniciativas Bioenergéticas, S.L. for Euros 650
thousand.

e On 10 October 2014 the Parent, together with three
other shareholders, incorporated Societat Catalana per a
la Mobilitat, S.A,, holding a 25% interest. The amount paid
in was Euros 624 thousand.

e On 26 December 2014 the Parent subscribed and paid
up the capital increase of Euros 5 thousand, with a share
premium of Euros 50 thousand and a contribution of
Euros 370 thousand to offset losses, in the investee I3
Television, S.L.

12. NON-CURRENT FINANCIAL
ASSETS

Movement in other investments during the years ended 31
December 2015 and 2014 is as follows:

Thousands of Euros

Balance at Change in Translation . . Balance at
31.12.14 consg:l;sg differences Additions Disposals Transfers 31.12.15
Investments:
noot[:‘_ecrrgﬁg'%%”atni‘gsvesme”ts n 17533 - 884 (68) - 18369
Non-current loans 2932 (242) 168 - - 2.858
Non-current security deposits 25.006 (12) (4.920) 2.180 (529) - 21.725
Cash flow hedges 14 - - (14)
Other financial assets 40059 (9.205) - (3.502) (27.343) 9
85.564 (12) (14.367) 3.232 (4.099) (27.357) 42.961
Impairment:
T o) - m 0779
(1681) (95) - (1.776)
Carrying amount:
e I
Non-current loans 293¢ (242) 168 - - 2.858
Non-current security deposits 25.006 (12) (4.920) 2.180 (529) - 21725
Cash flow hedges 14 - - - (14)
Other financial assets 40,059 (9.205) - (3.502) (27.343) 9
Total 83.883 (12) (14.367) 3.137 (4.099) (27.357) 41.185

Indra Consolidated Annual Accounts and Management Report 46



Consolidated Annual Accounts

Thousands of Euros

Change in

B;I1a.r1|§1a; consolig:;sg ;’;—fafzsrlea:l:rs\ Additions  Disposals  Transfers B;:a.l;;eJa:

Investments:
e : s s
Non-current loans 2132 - M 815 (14) - 293¢
Non-current security deposits 24727 (300) 188 6.309 (5.758) (160) 25.006
(Cash flow hedges 1943 - - - (1.929) - 14
Other financial assets 28830 (80) 303 10.020 (14) 1.000 40.059
73.215 (380) 490 19.123 (7.724) 840 85.564

Impairment:
R s - : - e
(1681) - - - - - (1.681)

Carrying amount:

e e - s m s
Non-current loans 2132 - (] 815 (14) - 293¢
Non-current security deposits 24.727 (300) 188 6.309 (5.758) (160) 25.006
Cash flow hedges 1.943 - - - (1.929) - 14
Other financial assets 28830 (80) 303 10.020 (14) 1.000 40,059
Total 71.534 (380) 490 19.123 (7.724) 840 83.883
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Other non-current investments in non-Group
companies

Details are as follows:
Investments:

Safelayer Secure Comunications
Galileo Sistemas y Servicios
Hisdesat Servicios Estratégicos
Prointec sub-group

Neotec

Bansabadell Information Systems
Volcat

Medina Capital Fund GP

Other

Impairment:
Safelayer Secure Comunications
Galileo Sistemas y Servicios
Hisdesat Servicios Estratégicos
Prointec sub-group

\Volcat

Carrying amount:
Safelayer Secure Comunications
Galileo Sistemas y Servicios
Hisdesat Servicios Estratégicos
Prointec sub-group
Neotec
Bansabadell Information Systems
Volcat
Medina Capital Fund GP
Other

Thousands of Euros

Total

Coenage B padions  oisposds 307
15% 476 - - 476
1345% 138 - - 138
7% 7572 - - 7572

- 18 - - 18

4,76 % 5071 - - 5071
19% 1184 14 - 1198
477 % 1000 - - 1000
- 1923 870 - 2793

- 71 - (68) 3
17.553 884 (68) 18.369

(152) - - (152)

B - - €]

(520) - - (520)

6) (95) - (101)

(1.000) - - (1.000)

(1.681) (95) - (1.776)

324 - - 324

135 - - 135

7.052 - - 7,052

12 (95) - 17

5071 - - 5071

1184 14 - 1198

1923 870 - 2793

71 - (68) 3

15.872 789 (68) 16.593
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Investments:
Safelayer Secure Comunications
Galileo Sistemas y Servicios
Hisdesat Servicios Estratégicos
Prointec sub-group
Neotec
Bansabadell Information Systems
Volcat
Medina Capital Fund GP
Other

Impairment:
Safelayer Secure Comunications
Galileo Sistemas y Servicios
Hisdesat Servicios Estratégicos
Prointec sub-group

\olcat

Carrying amount:
Safelayer Secure Comunications
Galileo Sistemas vy Servicios
Hisdesat Servicios Estratégicos
Prointec sub-group
Neotec
Bansabadell Information Systems
Volcat
Medina Capital Fund GP
Other

Thousands of Euros

Total

Coenage  BMNCH pggiors  osposds C5Nee
15% 476 - - 476
1345% 138 138
7% 7572 - 7572

- 18 - 18

4,76 % 5071 5071
19% 1169 15 1184
477 % 1,000 1,000
1923 1923

39 41 ) 71

15.583 1.979 (9) 17553

(152) (152)

B3) 3)

(520) (520)

() (6)

(1.000) (1.000)

(1.681) - - (1.681)

324 324

135 135

7052 7052

12 12

5071 5071

1169 15 1184

1923 - 1923

39 41 ) 71

13.902 1.979 (9) 15.872

e On 16March 2015 and 11 December 2015 the
Parent paid Euros 441 thousand and Euros 425
thousand respectively, for the investment in Medina
Capital Fund GP, LLC, complying with the investment
commitment acquired of up to USD 5,000 thousand in
a period of five years. Medina Capital is an investment
fund that specialises in investments in companies
that are specialists in the fields of cyber security, IT
infrastructures, cloud solutions and software solutions as
a service.

The main transactions involving non-current investments in
non-Group companies in 2014 were as follows:

e On 1 December 2014 the Parent invested Euros 1,923
thousand in Medina Capital Fund GP, LLC. The Company
has a commitment to invest up to USD 5,000 thousand
over 5 years.

Non-current security deposits

This item also includes deposits and guarantees placed to
secure the rental of buildings and properties used by the
Group and employment-related and commercial claims.

Additions include Euros 2,180 thousand (Euros 6,309
thousand in 2014) of arrangement costs relating to
deposits for leased property, due to office relocation.
Also security deposits totalling Euros 529 thousand were
derecognised (Euros 5,758 thousand in 2014),

Other financial assets

At 31 December 2013 the cancellation of the liability for
the variable component arising from the acquisition of
Politec Tecnologia da Informacao, S.A. (now Indra Brasil
Solugoes e Servicos Tecnolégicos, S.A)in 2011, together
with the recognition and materialisationin 2014 and 2013
of new contingent employment liabilities at the Brazilian
subsidiary led to the execution in 2013 of contractual
guarantees related to certain buildings on the part of

the seller. As a result of this circumstance, Euros 36,605
thousand (Euros 27,205 thousand in 2013) was recognised
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in other non-current financial assets for the estimated
receivables from the difference between the contingent
liabilities paid by Indra up to that date less the amount of
the franchise established in the stock purchase agreement
(SPA).

On 14 November 2014 Indra Sistemas, S.A,, Indra
Company Brasil, Ltda. and Indra Brasil Solucdes e Servicos
Tecnolégicos, S.A. entered into a mutual consent
agreement with Politec Participacoes, Ltda (Polipar) and its
shareholders. The main aspects of this agreement are as
follows:

e Polipar and its shareholders recognise that no additional
amount or price is payable by the Indra Group as a result
of the aforementioned SPA.

e Polipar and its shareholders recognise by virtue of
the SPA, that they are jointly and severally obliged to
compensate the buyers as a result of the contingent
liabilities incurred by the acquirees.

¢ To settle this compensation obligation set forth in the
SPA and described above, Polipar and its shareholders
agreed to transfer two buildings free of any liens to Indra
Brasil Solucdes e Servicos Tecnolégicos, S.A

The parties expressly agree to waive any right or
additional compensation deriving from the SPA signed in
2011 other than that mentioned in the above point.

The aforementioned buildings will be registered in the name
of the Indra Group once the formal requirements to release
the judicial attachments affecting the buildings and reverse
their inalienable status are completed, which is when the
Group will acquire legal title to these buildings.

The estimated receivables at 31 December 2014
(Euros 36,605 thousand) corresponded to the value of
both buildings taken from an assessment made by an
independent expert in Brazil of both buildings less the

estimated costs that will be incurred in any subsequent sale.

As aresult of the release from the judicial attachments

and inalienable status, in 2015 the Euros 18,229
thousand corresponding to one building was transferred
from other non-current financial assets to property, plant
and equipment (note 6). The Euros 6,024 thousand
corresponding to the second building was transferred to
other financial assets and other current assets (note 14).
This latter amount is net of the Euros 3,090 thousand of
impairment recognised (note 32).

Euros 3,502 thousand (Euros 3,502 thousand in 2014) was
derecognised from this item as a result of the nine-year
marketing agreement arranged as part of the sale of Gibb
Portugal Consultores de Engenharia, Gestado e Ambiente,
S.A. and the loss was recognised in the consolidated income
statement (note 33).

13. INVENTORIES

Details of inventories at 31 December 2015 and 2014 are
as follows:

Thousands of Euros

projects derecognised by the Parent (Euros 131,349
thousand in 2014),

14. OTHER FINANCIAL ASSETS,
INCLUDING DERIVATIVES, AND
OTHER CURRENT ASSETS

Details of other assets at 31 December 2015 and 2014 are
as follows:

Thousands of Euros

2015 2014
Other receivables 14979 11699
Advances and loans to personnel 4,096 7427
Public entities (note 36) 44,037 40633
Prepayments 5452 8743
Current deposits 2130 2.869
Current security deposits 2112 4866
Derivatives (note 37 a) 1,701 777
Total carrying amount 74.507 77.014

2015 2014
Merchandise 204 341
Raw materials 11939 14495
Work in progress 58024 216313
Total carrying amount 70.167 213.149

Work in progress under inventories includes materials, direct
labour costs, and other services acquired for projects.

During 2015 the Group has derecognised projects underway
totalling Euros 103,199 thousand (Euros 138,543 thousand
in 2014) due to reprogramming and program cancellations
as well as changes to estimates as a result of various
factors and events that occurred in 2015 and 2014 that
have made their future recovery very unlikely.

Euros 71,680 thousand of this amount corresponds to
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In 2015 Euros 6,024 thousand recognised under other
receivables is due to the transfer of the receivable derived
from the acquisition of Politec Tecnologia da Informacao,
S.A. (now Indra Brasil Solucoes e Servicos Tecnolégicos, S.A)
(note 120).
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15. TRADE AND OTHER
RECEIVABLES

Details of trade and other receivables at 31 December 2015
and 2014 are as follows:

Thousands of Euros

2015 2014
Trade receivables, non-Group 700,597 710.202
Receivables, billable production 838.148 961.298
Advances to suppliers 28168 19658
Other receivables 8409 5476
Total 1.575.322 1.696.634
Impairment (173.940) (81.144)
Total carrying amount 1.401.382 1.615.490

Provisions recognised in 2015 totalling Euros 137,340
thousand (Euros 69,646 thousand in 2014) are for
receivables considered of doubtful collection by the Group
due to several new events in 2015 such as lawsuits with
certain clients, the worsening macro-economic conditions
in some countries and more exacting milestone acceptance
terms on some projects, mainly in Brazil.

At 2015 and 2014 year ends the Group derecognised
receivables under non-recourse factoring agreements
totalling Euros 186,763 thousand and Euros 187,129
thousand, respectively.

The transfer of risks and rewards was analysed to
conclude on whether these amounts could effectively be
derecognised. According to the agreements signed, the
factors (various financial institutions) assume the risk of
insolvency and payment in arrears. Therefore, Indra does
not retain the risks derived from non-payment. The nature
of these financial assets written of f under non-recourse
factoring is invoices issued for services rendered and

projects carried out by the Group.

At 31 December 2015 and 2014 the Group had past due
receivables totalling Euros 392,706 thousand and Euros
363,223 thousand, respectively (see note 37b). The Group
expects these amounts to be paid in under 12 months,
Movement in the provision for impairment in both years was
as follows:

Thousands of Euros

Balance at Provisions Applications Translation Reversals Balance at

31.12.14 pP differences 31.12.15

Impairment 81.144 137340 (28662) (5.955) (9.927) 173.940
Thousands of Euros

Balance at Provisions Applications Translation Reversals Balance at

31.12.13 pp differences 31.12.14

Impairment 30.361 69.646 (9.882) (234) (8.747) 81.144
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16. CASH AND CASH EQUIVALENTS

Details are as follows:

Thousands of Euros

2015 2014

SCE!LJCrlzigtegeposits and fixed-income 62202 505
Other current investments 1.588 6.787
Subtotal 63.790 12.012
Cash 277764 281.838
Total 341.554 293.850

Cashin 2075 includes Euros 164,351 thousand in current
accounts that accrue interest at an average rate of 0.27%
in 2015 (Euros 145,455 thousand in 2014 earning interest
at an average rate of 1.06%), which belong to the Parent.
This item also comprises Euros 809 thousand (Euros 3,479
thousand in 2014) in relation to a liquidity agreement with
BEKA FINANCE (note 18).

At 31 December 2015 and 2014 all the cash is unrestricted
and can be used in transactions related to the Group's
activities.

17.NON-CURRENT ASSETS AND
LIABILITIES HELD FOR SALE

In 2015 the land valued at Euros 5,566 thousand (Euros
7,451 thousand in 2014) included in the acquisition of Indra
Brasil, S.A. and which was being sold has been transferred to
property, plant and equipment (note 6) as the sale process
did not go ahead.

In 2015 the Parent has reclassified the investments in the
subsidiaries Indra France Sas, Azertia Gestion de Centros
\/enezuela, S.A. and Indra Hungary LLC, totalling Euros

6,600 thousand, to this item as they were fully written
off because they are being wound up. Fully written off
loans granted to these subsidiaries totalling Euros 1,164
thousand have also been reclassified to this item.

The balance of Euros 1,655 thousand reflects the Parent's
interests in the subsidiaries Azertia Brasil and Azertia
Puerto Rico, which are currently being liquidated and Search
Informatica Ltda. and Ultracom-Consultorfa em Tecnologia
da InformaCao Ltda that are being sold.

Liabilities held for sale comprises payables to third parties
of Search Informatica Ltda. and Ultracom-Cansultoria em
Tecnologia da InformaCao Ltda.

18. EQUITY

Subscribed capital

At 31 December 2015 subscribed and paid-in share

capital amounts to Euros 32,826,507.80, represented by
164,132,539 ordinary shares of Euros 0.20 par value each,
represented by book entries.

The share capital has been subscribed and fully paid.

All the shares are listed on the Madrid, Barcelona, Valencia
and Bilbao stock exchanges. They are traded on the
Organised Stock Market and listed in the selective IBEX-35
index, with a year-end share price of Euros 8,67 (Euros 8.07
at the 2014 reporting date). The average share price for the
last quarter of the year was Euros 9.59in 2015 and Euros
8.86in 2014,

The Parent does not have a register of the percentage
interests held by shareholders and can only verify its
shareholding structure when this information is provided
directly by shareholders or made public in compliance with
prevailing legislation on significant shareholdings (which
generally requires the disclosure of interests exceeding 3%
of share capital), or through the information provided by
Iberclear when shareholders' meetings are held.

Consequently, according to information available to the
Parent, the significant shareholders with an interest
exceeding 3%, excluding any interest held on behalf of third
parties,