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becoming an extraordinary heritage of competencies, capabilities 
and technologies: a legacy to transfer to future generations.



(*) Joint Venture

LEONARDO TODAY

Helicopters Helicopters Division

Land & Naval Defence Electronics 
Division
Airborne & Space Systems Division
Security & Information Systems
Division
Defence Systems Division
Leonardo DRS
MBDA (*)

Aircraft Division
Aerostructures Division
ATR (*)

Telespazio (*)
Thales Alenia Space (*)

Electronics, 
Defence  
& Security  
Systems

Aeronautics

Space



FINANCIAL HIGHLIGHTS
(Group financial results for 2017 in ¤ millions)
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RESULTS 2017 TOTAL SHAREHOLDER COMPOSITION

Revenues

New orders

Order backlog

Research and development

Workforce (no.)

11,527

11,595

33,578

1,539

45,134

Institutional investors 51.8%

Ministry of Economy and Finance 30.2%

Retail investors (Italy only) 17.2%

Treasury shares 0.6%

Unidentified 0.2%

Revenues

Electronics, Defence & Security Systems 5,506

Helicopters 3,262

Aeronautics 3,107

Other activities 338

Eliminations (686)

Order backlog

Electronics, Defence & Security Systems 12,053

Helicopters 9,706

Aeronautics 12,513

Other activities 199

Eliminations (893)

New orders

Electronics, Defence & Security Systems 6,146

Helicopters 3,153

Aeronautics 2,615

Other activities 216

Eliminations (535)
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Giovanni De Gennaro
CHAIRMAN

Alessandro Profumo
CHIEF EXECUTIVE OFFICER

LETTER TO SHAREHOLDERS

Dear Shareholders,

your Company is now a global entity with advanced technology, a relevant 
presence in international markets, employing highly skilled people who are 
able to provide customers with effective, reliable and accessible solutions.

Much has been done in the past few years to focus the portfolio on core 
business, to recover efficiency and improve the effectiveness of decision-
making and operational processes by launching the “One Company” 
operating model.
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The path we intend to follow in the coming years will be intense: the five-year Industrial Plan, in fact, 
is based on solid and sustainable long-term growth in all our key areas of business. The generally 
favourable prospects in our reference markets, especially in the international market, the solid order 
backlog, which amounted to almost €bil. 34 at the end of 2017, and the evolution of the “One 
Company” organisational model, whose goals are to strengthen your Company’s structure and improve 
our commercial approach in line with highly challenging market requirements, all mean that we can 
contemplate the future with confidence.

2017 was an especially challenging year and the results we achieved were affected, as expected, by 
some non-structural issues in Helicopters; these issues were clearly understood and tackled promptly 
by means of corrective actions, as well as changes in the organisation, processes and governance. 
Helicopters are a key business area for your Company: they are an excellence at global level, with a 
wide range product portfolio very much appreciated by customers, holding a leading position in target 
markets, with increasing shares in the most attractive market segments. 

From a commercial point of view, if we exclude the contract for the supply of Eurofighters to Kuwait, 
which was gained in 2016, the year 2017 ended with a slight decrease in orders, one of the reasons 
for which was the unfavourable exchange rate, a book to bill of 1 and an order backlog which covers 
us for almost 3 years in terms of equivalent production.

From an economic and financial point of view, 2017 was characterised by slightly lower revenues, one 
of the reasons for which was the unfavourable exchange rate, and by lower operating profits, with a 
ROS of 9.2%. The net profit before extraordinary transactions recorded a decrease due to lower EBITA 
and higher net financial costs, mainly due to the repurchase of a portion of bond issues. Compared 
to 2016, 2017 cash flow was affected by higher investments, which were focused on key products 
and technologies for the sustainability of our business in the long term. Finally, the year closed with 
an improvement in the Group’s net debt, despite the outlays arising from the acquisition of Daylight 
Solutions and of additional stakes of Avio and the dividend payment. 

In 2018 your Company will consolidate a new phase of sustainable growth, leveraging on a more 
efficient operating model, integrating our resources to a greater extent and adopting a more effective 
approach to our customers, based on the hot pursuit of international business opportunities and 
customer support. At the same time we will go on supporting growth by making targeted investments 
focused on key products and technologies in our core business areas.

Our development work will be accompanied by rigorous cost control in the framework of a disciplined 
financial strategy, whose aims are to regain an Investment Grade Credit Rating and pursue the right 
balance among business development, the reduction of debt and financial costs, the necessary 
support for investments, cash flow generation and a fair return for our shareholders in order to create 
value for all our stakeholders.

We would not have achieved the results we have achieved, and will not achieve the results we set 
ourselves to achieve, without the constant commitment of our management and of all your Company’s 
personnel. The Board of Directors is sincerely appreciative of all the work that has been done by all 
concerned up to this time.

For the Board of Directors

The Chairman 
(Giovanni De Gennaro)

The Chief Executive Officer 
(Alessandro Profumo)
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BOARDS AND COMMITTEES

Board of Directors (*)
(for the three-year period 2017-2019)

Giovanni De Gennaro
CHAIRMAN

Luca Bader
DIRECTOR (A,D)

Silvia Merlo
DIRECTOR (A,D)

Alessandro Profumo
CHIEF EXECUTIVE OFFICER

Dario Frigerio
DIRECTOR (B,C)

Paolo Cantarella
DIRECTOR (A,C)

Marina Rubini
DIRECTOR (B,C)

Guido Alpa
DIRECTOR (A,C)

Fabrizio Landi
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Marta Dassù
DIRECTOR (C,D)

Luciano Acciari
SECRETARY OF THE BOARD
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Marina Elvira Calderone
DIRECTOR (B,C)

Antonino Turicchi
DIRECTOR (B,C)

 
(*) The previously serving Board of Directors, the term of office of which expired at the Shareholders’ Meeting held on 
16 May 2017, was composed as follows: Giovanni De Gennaro (Chairman), Mauro Moretti (Chief Executive Officer and 
General Manager), Guido Alpa, Marina Elvira Calderone, Paolo Cantarella, Marta Dassù, Alessandro De Nicola, Dario 
Frigerio, Fabrizio Landi, Silvia Merlo and Marina Rubini.

A Member of the Control and Risks Committee. 
B Member of the Remuneration Committee. 
C Member of the Nomination, Governance and Sustainability Committee.
D Member of the Analysis of International Scenarios Committee.
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Francesco Perrini
Daniela Savi

Independent Legal Auditors  
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GROUP RESULTS AND FINANCIAL POSITION

Key performance indicators (“KPI”)

€ millions 2017 2016 Change

New orders 11,595 19,951 (41.9%)

Order backlog 33,578 34,798 (3.5%)

Revenues 11,527 12,002 (4.0%)

EBITDA 1,588 1,907 (16.7%)

EBITA 1,066 1,252 (14.9%)

ROS 9.2% 10.4% (1.2) p.p.

EBIT 833 982 (15.2%)

EBIT margin 7.2% 8.2% (1.0) p.p.

Net result before extraordinary transactions 274 545 (49.7%)

Net result 274 507 (46.0%)

Group net debt 2,579 2,845 (9.3%)

FOCF 537 706 (23.9%)

ROI 14.9% 16.9% (2.0) p.p.

ROE 6.2% 12.6% (6.4) p.p.

Workforce 45,134 45,631 (1.1%)

Please refer to the section entitled “Non-GAAP alternative performance indicators” for definitions.

From 2014 the Group data no longer include the contribution given by the Joint Ventures invested in by the Group (which mainly include ATR 
in the Aeronautics sector, MBDA in the Electronics, Defence & Security Systems sector and JVs in the Space sector). The Group’s business 
conducted through the JVs and their strategic and financial importance remain unchanged, while for reporting purposes the JVs’ contribution 
is only recognised at the level of profitability ratios (EBITA, EBIT and net result) as a result of the valuation at equity and, from a financial 
point of view, limited to the dividends collected. In 2017 the main Group’s JVs recorded total revenues of €bil. 3.0 as concerns Leonardo’s 
share: as a result, the Group’s aggregate pro-forma revenues came to about €bil. 14.5.

In line with expectations and with the Guidance updated in November, the figures for 
the 2017 financial year are affected by certain difficulties encountered in the Helicopters 
sector with results declining compared with those posted in 2016. Understanding these 
critical issues and the corrective actions promptly taken in terms of changes in the Group’s 
organisation, processes and governance will enable the Group to resume its path to growth 
based on the guiding lines set out in the 2018-2022 Industrial Plan, building on the stability 
and numerous strengths of the Group’s various businesses, including and in particular in the 
sector of Helicopters. 
Helicopters continue in fact to constitute a business of excellence, with a range of leading 
products on target markets, increasing shares in the most attractive market segments and 
growth prospects reflected in the Industrial Plan. 

Leonardo may really exploit its favourable positioning, as well as its sound order backlog 
(more than €bil. 33.5 at 31 December 2017) and the One Company organisational model to 
seize market opportunities, through a new business strategy, together with a strict control 
of costs and investments and an orderly financial strategy focused on cash generation, thus 
coming back to long-term and sustainable growth.

In particular, the following aspects must be noted in relation to the 2017 results:

• new orders equal to €bil. 11.6. The 2016 result included the non-recurring effect of the 
acquisition of the EFA Kuwait contract in an amount of €bil. 7.95, excluding which the 
amount of orders showed a slight decrease (-3%), which was mainly attributable to the 
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abovementioned difficulties that affected the sector of Helicopters and to the decline 
recorded in the sector of Electronics, the results of which were also affected by the 
negative exchange-rate effect, in particular on the pound sterling;

• lower operating profits, with a decrease in ROS from 10.4% to 9.2%, due to the 
performance of the Helicopters sector;

• a net result before extraordinary transactions that showed a decrease compared to 
2016, attributable to the decline in EBITA and higher net financial costs, as well as of 
foreign exchange differences and proceeds from fair value, from which financial costs 
had benefitted during the comparative period, and above all of costs arising from the 
repurchase of a portion of the Group’s bond issues in 2017;

• a deterioration in cash flow compared to 2016 (-24%) which had benefitted from 
particularly low uses of net cash for investing activities;

• an improvement (9%) in the Group’s net debt compared to 2016, despite the outlays 
arising from the acquisition of Daylight Solutions and of the additional stakes of Avio (for a 
total of €mil. 168), as well as of the payment of dividends (€mil. 81).

The primary changes that marked the Group’s performance compared with that of the 
previous period are described below. A more thorough analysis can be found in the section 
covering the trends in each business segment. 

31 December 2017
€ millions

New orders Order 
backlog

Revenues EBITA % ROS

Helicopters 3,153 9,706 3,262 260 8.0%

Electronics, Defence & Security Systems 6,146 12,053 5,506 537 9.8%

Aeronautics 2,615 12,513 3,107 324 10.4%

Space - - - 79 n.a.

Other activities 216 199 338 (134) (39.6%)

Eliminations (535) (893) (686) - n.a.

Total 11,595 33,578 11,527 1,066 9.2%

31 December 2016
€ millions

New orders Order 
backlog

Revenues EBITA % ROS

Helicopters 3,737 10,622 3,639 430 11.8%

Electronics, Defence & Security Systems 6,726 11,840 5,468 558 10.2%

Aeronautics 10,158 13,107 3,130 347 11.1%

Space - - - 77 n.a.

Other activities 88 174 327 (160) (48.9%)

Eliminations (758) (945) (562) - n.a.

Total 19,951 34,798 12,002 1,252 10.4%

% Change New orders Order 
backlog

Revenues EBITA % ROS

Helicopters (15.6%) (8.6%) (10.4%) (39.5%) (3.8) p.p.

Electronics, Defence & Security Systems (8.6%) 1.8% 0.7% (3.8%) (0.4) p.p.

Aeronautics (74.3%) (4.5%) (0.7%) (6.6%) (0.7) p.p.

Space n.a. n.a. n.a. 2.6% n.a.

Other activities 145.5% 14.4% 3.4% 16.3% 9.3 p.p.

Eliminations 29.4% 5.5% (22.1%) n.a. n.a.

Total (41.9%) (3.5%) (4.0%) (14.9%) (1.2) p.p.



REPORT ON OPERATIONS AT 31 DECEMBER 2017

18

Commercial performance 
In 2017 new orders, net of the abovementioned contract for the EFA supply to Kuwait, which 
had been acquired in June 2016, showed a slight decrease (about 3%), which was also due 
to the effect of an unfavourable GBP/euro exchange rate. The deterioration was attributable 
in particular to the sectors of Helicopters (-16% compared to 2016) and Electronics (in 
particular as a result of the significant acquisitions that had characterised 2016 in the 
segment of airborne systems on the Typhoon aircraft). On the contrary, the segment of 
Aeronautics, again net of the EFA contract, showed a significant improvement of 18%, as a 
result of the orders gained for support services to be provided to the fleet of EFA aircraft and 
on the B787 in the Aerostructures division.

The book-to-bill ratio was equal to 1, in line (excluding the effect of the EFA Kuwait contract) 
with 2016. The order backlog ensures coverage of production of just under 3 years (based on 
2017 revenues).

Business performance  
Revenues recorded a slight decrease of 4% compared to 2016, also due to the effect of 
an unfavourable exchange rate arising from the conversion of revenues into GBP and, to 
a lesser extent, into USD (about €mil. 160 overall). Specifically, against a sharp reduction 
in the sector of Helicopters, which was affected by delayed production on some product 
lines, as well as by the abovementioned exchange-rate effect, the sectors of Electronics 
and Aeronautics (the latter began to benefit from revenues arising from the EFA Kuwait 
programme) posted revenues in line with 2016.

EBITA showed a decrease of 14.9% compared to 2016, with a decline of 1.2 p.p. in ROS, and 
was strongly affected by lower volumes and profits in the sector of Helicopters, as well as, to 
a lesser extent, by the results achieved in the sectors of Aeronautics and Electronics, against 
a lower loss recorded in the segment of Other activities compared to 2016. The decline in 
EBITA was partly absorbed by a reduction in non-recurring costs and costs for restructuring 
(-€mil. 38), thus entailing a decrease of €mil. 149 in EBIT compared to 2016.

The net result before extraordinary transactions showed a decline compared to 2016, which 
was due to the performance of EBIT, as well as to higher financial costs. The deterioration of 
financial costs of €mil. 157 compared to 2016 was attributable to costs (€mil. 97) arising 
from the buy-back transactions on a portion of the Group’s bond issues (these transactions 
are largely dealt with in the section “Industrial and financial transactions”); on the contrary, 
the 2016 financial year benefitted from positive exchange differences which were also 
reflected in the fair values of the derivatives, with a delta of +€mil. 75 compared to 2017. 
The Group’s tax burden was affected by the US taxation system reform launched by Trump’s 
government, as a result of which deferred tax assets recorded in the United States of 
America were redetermined on the basis of the new federal tax rate (decreased from 35% 
to 21%), with a charge of about €mil. 50 accrued in the 2017 financial year. Excluding this 
effect, the tax rate showed an improvement in 2017, which was attributable to a reduction in 
the IRES (Corporate Income) tax rate from 27.5% to 24% in Italy.

The net result for the period was equal to the net result before extraordinary transactions, 
in the absence of extraordinary transactions (on the contrary, the 2016 financial year was 
affected by the effects arising from the transfer of operations carried out with Sukhoi on the 
SuperJet programme in the Aeronautics sector and from the disposal of the Environmental 
business of Leonardo DRS (“DRS”), net of the capital gain from the disposal of FATA).



Leonardo Annual Financial Report 2017

19

Below is shown the income statement for the two periods compared.

€ millions Notes 2017 2016 Change % Change

Revenues 11,527 12,002 (475) (4.0%)

Purchases and personnel expenses (*) (10,093) (10,396)

Other net operating income/(expenses) (**) (117) 6

Equity-accounted strategic JVs (***) 271 295

Amortisation, depreciation and 
impairment losses (****) (522) (655)

EBITA 1,066 1,252 (186) (14.9%)

ROS 9.2% 10.4% (1.2) p.p.

Non-recurring income/(costs) (79) (71)

Restructuring costs (56) (102)

Amortisation of intangible assets 
acquired as part of business 
combinations (98) (97)

EBIT 833 982 (149) (15.2%)

EBIT margin 7.2% 8.2% (1.0) p.p.

Net financial income/(expenses) (*****) (436) (279)

Income taxes (123) (158)

Net result before extraordinary 
transactions 274 545 (271) (49.7%)

Net result related to discontinued 
operations and extraordinary 
transactions (******) - (38)

Net result 274 507 (233) (46.0%)

Notes to the reconciliation between the reclassified income statement and the statutory income statement (for more details, reference 
should be made to the section “Non-GAAP alternative performance indicators”):
(*) Includes “Purchases and personnel expenses” (net of restructuring costs of non-recurring costs) and “Accruals/(Reversals) for final 
losses on orders”.
(**) Includes the net amount of “Other operating income” and “Other operating expenses” (net of restructuring costs, impairment of 
goodwill, non-recurring income/(costs) and accruals/(reversals) for final losses on orders).
(***) Includes the effects of the valuation, classified under “Share of profits/(losses) of equity-accounted investees”, of strategic 
investments only.
(****) Includes “Amortisation, depreciation and impairment losses”, net of the amortisation rates referable to intangible assets acquired as 
part of business combinations and of write-downs regarded as “Non-recurring costs”.
(*****) Includes “Financial income”, “Financial expenses” (net of the gains/(losses) relating to extraordinary transactions) and “Share of 
profits/(losses) of equity-accounted investees” (net of the results of strategic Joint Ventures).
(******) Includes “Profit/(Loss) from discontinued operations” and “Gains/(Losses) relating to extraordinary transactions (key acquisitions 
and disposals)”.

Financial performance  
FOCF posted a positive result of €mil. 537, showing a deterioration compared to 2016 (€mil. 
706), which had benefitted from particularly low uses of net cash for investing activities. 

Strategic transactions included the cash-out arising from the acquisition of Daylight Solutions 
(€mil. 123) and of the additional stakes of Avio (€mil. 45). 

The negative change in loans and borrowings was attributable to the repayment of the 
debenture loan due December and to the repurchases of bonds made in 2017, net of the 
placement of new bonds of €mil. 600.
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€ millions Notes 2017 2016 Change  % Change

Cash flows generated from operating activities (*) 795 892 (97) (10.9%)

Dividends received 295 241

Cash flows from ordinary investing activities (**) (553) (427)

Free Operating Cash Flow (FOCF) 537 706 (169) (23.9%)

Strategic transactions (***) (168) - 

Change in other investing activities (****) 12 (10)

Treasury shares purchase - (35)

Net change in loans and borrowings (520) (237)

Dividends paid (81) (4)

Net increase/(decrease) in cash and cash 
equivalents (220) 420

Cash and cash equivalents at 1 January 2,167 1,771

Exchange-rate differences and other changes (54) (24)

Cash and cash equivalents at 31 December 1,893 2,167

Notes to the reconciliation between the reclassified cash flow and the statutory cash flow:
(*) Includes “Cash flows used in operating activities”, excluding debt payments pursuant to Law 808/1985.
(**) Includes “Cash flows generated from/(used in) investing activities”, net of debt payments pursuant to Law 808/1985 and dividends 
collected. 
(***) Includes “Other investing activities” classified as “Strategic transactions”.
(****) Includes “Other investing activities” (excluding dividends collected and the effect of operations classified as “Strategic 
transactions”).

This performance had a positive impact on the overall value of the Group net debt, which 
decreased by 9% compared to 31 December 2016, despite the cash-out arising from the 
abovementioned strategic transactions (€mil. 168) and the payment of dividends (€mil. 81). 
Compared to 31 December 2016, there were the following changes:

NET DEBT AT 31 DECEMBER 2017 - €mil.

2,57981 22
537 1682,845

31 December
2016

31 December
2017

Dividends
paid

FOCF Exchange
rate and
other effects

Strategic
transactions
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Net invested capital and fixed assets remained substantially in line with 2016, with a slight 
decrease arising from the translation of assets denominated in GBP, which also impacted on 
equity.

€ millions Notes 31 December 2017 31 December 2016

Non-current assets 11,694 12,119

Non-current liabilities (2,972) (3,373)

Capital assets (*) 8,722 8,746

Inventories 4,381 4,014

Trade receivables (**) 6,072 5,965

Trade payables (***) (10,169) (9,295)

Working capital 284 684

Provisions for short-term risks and charges (793) (792)

Other net current assets/(liabilities) (****) (1,152) (1,434)

Net working capital (1,661) (1,542)

Net invested capital 7,061 7,204

Equity attributable to the Owners of the Parent 4,468 4,357

Equity attributable to non-controlling interests 16 16

Equity 4,484 4,373

Group net debt 2,579 2,845

Net (assets)/liabilities held for sale (*****) (2) (14)

Notes to the reconciliation between the reclassified and the statutory statements of financial position (for more details, reference should be 
made to the section “Non-GAAP alternative performance indicators”):
(*) Includes all non-current assets and all non-current liabilities, net of “Non-current loans and borrowings” and of the main non-current 
financial receivables, respectively.
(**) Includes “Contract work in progress”.
(***) Includes “Progress payments and advances from customers”.
(****) Includes “Income tax receivables”, “Other current assets” (excluding “Hedging derivatives in respect of debt items”), net of “Income 
tax payables” and “Other current liabilities” (excluding “Hedging derivatives in respect of debt items”).
(*****) Includes the net amount of “Non-current assets held for sale” and “Liabilities associated with assets held for sale”.

Group net financial debt breaks down as follows:

€ millions 31 December 
2017

Of which 
current

31 December 
2016

Of which 
current

Bonds 3,647 599 4,375 638

Bank debt 246 60 297 59

Cash and cash equivalents (1,893) (1,893) (2,167) (2,167)

Net bank debt and bonds 2,000 2,505

Fair value of the residual portion in portfolio of 
Ansaldo Energia - (138)

Securities (3) (3) - - 

Current loans and receivables from related 
parties (110) (110) (40) (40)

Other current loans and receivables (47) (47) (58) (58)

Current loans and receivables and securities (160) (236)

Non-current financial receivables from SuperJet (48) - (65) - 

Hedging derivatives in respect of debt items (2) (2) 35 35

Related-party loans and borrowings 701 701 502 502

Other loans and borrowings 88 57 104 68

Group net debt 2,579 2,845

The reconciliation with the net financial position required by CONSOB communication DEM/6064293 of 28 July 2006 is provided in Note 20 
of the consolidated financial statements.
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As noted above, “Bonds” reported a reduction as a result of the redemptions made in 
December and of the early repurchase of debentures (these transactions are largely dealt 
with in the section “Industrial and financial transactions”), net of the placement of new bonds 
on the market for a nominal amount of €mil. 600. 

During the period the remaining 15% held in Ansaldo Energia was sold to CDP Equity, which 
had already been the object of put&call option rights whereby the item had been taken as a 
reduction in the Group net debt (€mil. 138 at 31 December 2016).

In the course of the financial year the Group factored receivables without recourse for a total 
carrying value of approximately €mil. 1,306 (€mil. 1,586 in 2016).

To meet the financing needs for ordinary Group activities, at 31 December 2017 Leonardo 
had a Revolving Credit Facility for a total amount of €mil. 2,000. The terms and conditions 
of this agreement are described in the section “Industrial and financial transactions”. 
At 31 December 2017, in the same way as at 31 December 2016, the credit line was entirely 
unused. This credit line has been replaced by a new Revolving Credit Facility negotiated in 
February 2018, as commented on in the section “Industrial and financial transactions”.

Leonardo had additional unconfirmed short-term lines of credit of €mil. 735, which also were 
entirely unused at 31 December 2017, as well as unconfirmed, unsecured lines of credit of 
approximately €bil. 3.7 at such date.

Below are the key performance indicators by sector.
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Helicopters
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The 2017 performance was strongly affected by uncertainty and the difficulties experienced 
by some target markets, as well as by poor flexibility in adapting production systems and 
planning processes to meet demand trends and requirements of reduced visibility on final 
configurations, in addition to, among other things, a limited industrial maturity of some new 
products. As a result, there was a fall in all indicators.

New orders. The reduction was mainly attributable to some delays in government export, 
which were heightened by, among others, the major contracts signed with the Italian and 
British Ministries of Defence during the last quarter of 2016. The orders gained in 2017 still 
reported a good performance of AW139, for a total of 81 helicopters, up compared to 2016.

Revenues. The decline was attributable to the delayed progress of work on some product 
lines for the reasons mentioned above, as well as to the expected completion of programmes 
on the AW159/Lynx and CH47 lines for the Italian Army and to the unfavourable exchange 
rate applicable to the conversion of the companies’ accounts into a currency other than the 
Euro.

EBITA. The reduction was due to the effect of lower revenues and profits, which were affected 
by rework and inefficiencies due to the abovementioned production difficulties and specific 
problems on some programmes. 

Outlook. In a market scenario that began to show signs of recovery, despite continuing to 
be characterised by some uncertainties, production volumes are expected to increase in 
2018, thus progressively coping with the production difficulties encountered in 2017; this will 
allow the full exploitation of the potential of the Division’s range of products, which are well 
placed in the most attractive segments. In line with the objective to move back to double-digit 
margins in 2020, profits are also expected to gradually improve during the year, benefitting 
from the review of the Group’s processes and organisation, as well as from specific actions 
aimed at improving the industrial performance and competitiveness of its leading products.

 

HELICOPTERS
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2017 was characterised by a good commercial performance, with a book-to-bill ratio that 
was still higher than 1, revenues in line with 2016 and profits that once again achieved good 
results, despite being affected by unfavourable exchange rates and a worse mix of work on 
activities. 

New orders. Despite a good performance, new orders were less than in 2016, when they had 
benefitted from major acquisitions in the segment of airborne systems, such as the contract 
for air support to the Typhoon aircraft for the British Ministry of Defence and the supply 
of systems for the Typhoon aircraft for Kuwait. Among the main acquisitions for 2017 we 
highlight the supply of combat systems and related logistic support for 7 naval units for the 
Qatar Navy within Land & Naval Defence Electronics, the Mode-5 contract for the upgrading 
of the identification systems with the UK Ministry of Defence for more than 350 British air, 
land and naval platforms in the Airborne & Space Systems Division and the order for further 
activities in the context of the MFoCS (Mounted Family of Computing Systems) contract 
related to the supply by DRS of computers and portable electronic devices for the Army of the 
United States and, within the Security & Information Systems Division, the order relating to 
the package sorting systems at Zurich airports.

Revenues. These were substantially in line with 2016, despite the negative GBP/€ exchange-
rate effect and, to a lesser extent, USD/€ exchange rate. Lower revenues recorded in the 
Airborne & Space Systems and Defence Systems Divisions, which were mainly due to delays in 
the acquisition of some new orders, were offset by higher volumes of production on electro-
optical and infra-red systems and in the businesses of Naval Electronics and Land Electronics 
of DRS, as well as by an increasing contribution from the activities associated with the 
programmes acquired in previous years by the Land & Naval Defence Electronics and Security 
& Information Systems Divisions.

EBITA. There was a slight decrease compared to 2016 due to the negative exchange-rate 
effect and the mix of activities, which was adversely affected by lower volumes recorded in 
the sectors of Defence Systems and Airborne & Space Systems. These results were largely 
offset by a recovery in the industrial profitability of DRS and within the Security & Information 
Systems Division, as well as by good profits still recorded by other Divisions.

Outlook. In 2018 it is expected that production volumes and profitability will remain 
substantially stable compared to 2017, thus confirming the upward trend in some business 
areas and the effects of efficiency improvement actions on industrial processes, capable of 
also offsetting (i) pressures on margins due to a reduced contribution from major profitable 
programmes being completed and to the growing contribution from programmes with high 
pass-through supply rates, and (ii) the challenges associated with contracts being performed, 
in a context characterised by fierce competition in the target markets.

The Key Performance Indicators of DRS are provided below in US dollars and €:

New orders Revenues EBITA % ROS 

DRS (USDmil.) 2017 2,016 1,914 143 7.5%

DRS (USDmil.) 2016 1,923 1,753 128 7.3%

DRS (€mil.) 2017 1,785 1,695 127 7.5%

DRS (€mil.) 2016 1,737 1,584 116 7.3%

Average exchange-rate €/USD: 1.1293 (2017) and 1.1069 (2016).

 

ELECTRONICS, DEFENCE & SECURITY SYSTEMS 
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The 2017 financial year recorded a good commercial performance both for the Aircraft and for 
the Aerostructures Divisions, with new orders higher than those reported in the previous year, 
excluding the impact of the major ca. €bil. 8 EFA Kuwait contract acquired in June 2016.

From a production point of view, in 2017 deliveries were made for 139 fuselage sections 
and 80 stabilisers for the B787 programme (compared to 121 fuselages and 88 stabilisers 
delivered in 2016), and 62 fuselages for the ATR programme (95 delivered in 2016), due 
to the reduced production rates and some delays in testing operations. For the M-346 
programme, 6 aircraft were delivered to the Italian Air Force and there was the completion of 
the supply of 8 aircraft ordered by the Polish Air Force.

New orders. Excluding the abovementioned EFA Kuwait contract, the increase was mainly 
attributable to the orders received from the Eurofighter Consortium for the capability 
maintenance and the supply of support engineering services for the EFA aircraft for the 2017-
2021 period, as well as, in the Aerostructures Division, to those received from Boeing for the 
supply of 200 B787 fuselage sections. Among the other major orders acquired during 2017 
we highlight:

• for the Aircraft Division, the order received from the Italian Air Force for the first 5 units 
of the new M-345 trainer aircraft, from Lockheed Martin for the F-35 programme, the sale 
of 3 C27J aircraft to an African country and contracts from various customers for logistic 
support activities for the C27J, C130J and B707 Awacs aircraft;

• for the Aerostructures Division those for the ATR programme related to the supply of 65 
fuselages and those for the B767, A380, A321 and Bombardier CSeries.

Revenues. Business volumes remained in line with the final results recorded in 2016; the 
increase recorded by the Aircraft Division, in particular on the activities for the EFA Kuwait 
contract, offset the decline in revenues recorded by the Aerostructures Division, due to lower 
foreign pass-through supplies concerning the B787 programme and to the reduction in the 
production rates of the ATR and A380 programmes.

EBITA. The decline was due to the lower result recorded by the GIE-ATR Consortium that was 
affected in particular by a change in the USD/€ exchange rate and that was partly offset by 
an improvement in the Aircraft Division, which benefitted from the abovementioned higher 
production volumes for the EFA programme. Despite the progress recorded in some areas, 
the industrial performance in the Aerostructures Division remained unsatisfactory as a whole, 
thus giving rise to results below expectations.

Outlook. In 2018 revenues are expected to remain substantially in line with 2017, with an 
increase in production volumes in the Aircraft Division especially due to the EFA Kuwait 
contract and to export programmes which would largely offset a decline in the volumes 
of operations on certain programmes in the Aerostructures Division, such as the A380 
programme. 2018 profits are confirmed to be at the good levels recorded in 2017, supported 
by additional industrial efficiency improvement actions and by the good performance of the 
Aircraft Division, which would be able to set off the effect of a lower contribution from ATR 
and an industrial performance in the Aerostructures Division which is not yet satisfactory. 

 

AERONAUTICS
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The 2017 performance showed revenues and operating profits that remained substantially 
stable compared to 2016, in the segments of both manufacturing and satellite services. The 
results of operations showed a slight increase, mainly due to lower taxes recorded in the 
segment of satellite services.

As regards the latter segment, 2017 was marked by the launch, occurred in August, of the 
high resolution optical satellite Opsat 3000 for the Italian Ministry of Defence, for which 
Telespazio, as the prime contractor of the programme, created the control centre, in addition 
to the supply of the satellite and launch services. Among the other significant events of 
2017, we highlight the beginning of the execution phase of the new contract for the operating 
management of Galileo, the European navigation satellite system. Within the Galileo 
programme, the creation of the global data distribution network was completed in July 2017. 
In 2017 work also continued on the activities following the launch, which occurred on 5 
December 2016, of the Turkish earth-observation satellite GÖKTÜRK-1 used by the Turkish 
Air Force, with the entry of the system into “pre-operation”, and the subsequent formalisation 
of the transfer of ownership to the customer for the assembly centre and satellite trials. The 
system qualification is expected during the first quarter of 2018.

Finally, of particular significance were the four launches carried out by Space X in 2017 for a 
total of 40 satellites of the Iridium Next constellation created by Thales Alenia Space, which 
will provide unparalleled capacity in mobile telecommunications, thus ensuring full coverage 
all over the world.

Outlook. Revenues and profits achieved in 2017 are expected to remain substantially stable 
in 2018.

 

SPACE
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OTHER PERFORMANCE INDICATORS

 

€ millions 2017 2016 Change

FFO 1,142 1,362 (16.2%)

Research and development costs 1,539 1,373 12.1%

Net interest (263) (268) 1.9%

Please refer to the section entitled “Non-GAAP alternative performance indicators” for definitions.

The section “Leonardo and sustainability” contains a more detailed description of research 
and development costs.
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NON-GAAP ALTERNATIVE PERFORMANCE INDICATORS

 
Leonardo’s management assesses the Group’s performance and that of its business 
segments based on a number of indicators that are not envisaged by the IFRSs. Specifically, 
EBITA is used as the primary indicator of profitability, since it allows us to analyse the 
Group’s marginality by eliminating the impacts of the volatility associated with non-recurring 
items or items unrelated to ordinary operations.

As required by CESR/05-178b Recommendation, below is a description of the components of 
each of these indicators:

• New orders: this includes contracts entered into with customers during the period that 
satisfy the contractual requirements for being recorded in the order book.

• Order backlog: this figure is the sum of the order backlog for the preceding period and new 
orders, less revenues during the reference period.

• EBITDA: this is given by EBITA, as defined below, before amortisation (excluding 
amortisation of intangible assets from business combinations), depreciation and 
impairment losses (net of those relating to goodwill or classified among “non-recurring 
costs”).

• EBITA: it is arrived at by eliminating from EBIT, as defined below, the following items:

 › any impairment in goodwill;

 › amortisation and impairment, if any, of the portion of the purchase price allocated to 
intangible assets as part of business combinations, as required by IFRS 3;

 › restructuring costs that are a part of defined and significant plans. This item includes 
personnel costs as well as any and all other costs deriving from the reorganisation (e.g. 
impairment of assets, costs for the closure of sites, relocation costs, etc.);

 › other exceptional costs or income, i.e. connected to particularly significant events that 
are not related to the ordinary performance of the business.

 
EBITA is then used to calculate return on sales (ROS) and return on investment (ROI).

A reconciliation of income before tax and financial expenses, EBIT and EBITA is shown 
below (the reconciliation by segment is reported in Note 9):

€ millions 2017 2016

Income before tax and financial expenses 562 687

Equity-accounted strategic JVs 271 295

EBIT 833 982

Amortisation of intangible assets acquired as part of business combinations 98 97

Restructuring costs 56 102

Non-recurring (income)/costs 79 71

EBITA 1,066 1,252
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Non-recurring costs are mainly related to write-downs reflecting management’s estimates 
in respect of the Group’s business exposure under pending lawsuits in countries 
considered at risks and, to a lesser extent, the effects deriving from the discontinuance 
of minor businesses. Similarly, 2016 costs were related to estimated legal expenses 
for certain contracts that are subject to ongoing disputes, as well as write-downs made 
in connection with the exposure in countries at risk. Restructuring costs largely refer to 
Electronics, Defence & Security Systems and Other activities.

• Return on Sales (ROS): this is calculated as the ratio of EBITA to revenues.

• EBIT: this is obtained by adding to EBIT (defined as earnings before “financial income and 
expenses”, “share of profits/(losses) of equity-accounted investees”, “income taxes” and 
“profit/(loss) from discontinued operations”) the Group’s share of profit in the results of 
its strategic Joint Ventures (ATR, MBDA, Thales Alenia Space and Telespazio), reported in 
the “share of profits/(losses) of equity-accounted investees”.

• Net result before extraordinary transactions: this is the net result before the result from 
discontinued operations and the effects of the extraordinary transactions (key acquisitions 
and disposals). Below is the reconciliation:

€ millions 2017 2016

Net result 274 507

Effect of extraordinary transactions - 38

Net result before extraordinary transactions 274 545

• Group net debt: this includes cash, financial receivables and current securities, net of 
(current and non-current) loans and borrowings and of the fair value of derivatives covering 
financial debt items, as well as the main non-current receivables. In particular, the Group 
net debt included the financial receivable (backed by bank guarantees) from SuperJet, 
recorded within non-current receivables starting from 2016, which will be repaid in 3 
years based on the arrangements for the rescheduling of the Group’s participation in this 
programme. Moreover, until 2016 the indicator included the measurement of the residual 
interest in Ansaldo Energia linked to the put&call rights. In July 2017 Leonardo exercised 
the put option collecting €mil. 144 from CDP Equity. The reconciliation with the net 
financial position required by the CONSOB communication DEM/6064293 of 28 July 2006 
is reported in Note 20 to the consolidated financial statements.

• Free Operating Cash Flow (FOCF): this is the sum of the cash flows generated from/
(used in) operating activities (excluding the changes in the Group net debt), the cash 
flows generated from/(used in) ordinary investing activities (investment and divestment 
of intangible assets, property, plant and equipment, and equity investments, net of 
cash flows from the purchase or sale of equity investments that, due to their nature 
or significance, are considered “strategic investments”) and dividends received. The 
calculation of FOCF is presented in the reclassified statement of cash flows shown in the 
section “Group results and financial position”.

• Return on Investments (ROI): this is calculated as the ratio of EBITA to the average net 
capital invested in the two comparative periods.

• Return on Equity (ROE): this is calculated as the ratio of the net result before extraordinary 
transactions for the financial period to the average value of equity in the two comparative 
periods.

• Workforce: the number of employees recorded in the register on the last day of the period.
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• Funds From Operations (FFO): this is cash flow generated from/(used in) operating 
activities net of changes in working capital and the repayment of debts under Law 
808/1998, included within “cash flows from ordinary investing activities” in the 
reclassified statement of cash flows. The FFO also includes dividends received. 

• Research and development costs: the Group classifies under R&D all internal and external 
costs incurred relating to projects aimed at obtaining or employing new technologies, 
knowledge, materials, products and processes. The item includes:

 › development costs capitalised even if covered by grants;

 › research costs, whose activity is at a stage at which it cannot be demonstrated that 
the activity will generate future economic benefits, or development costs for which the 
accounting requirements for capitalisation do not obtain, are expensed as incurred; 

 › research and development costs reimbursed by the customer as part of existing 
contracts (which fall under the scope of work in progress from an accounting viewpoint).

• Net interest: this is calculated as the sum of the items “Interest”, “Premiums (paid)/
received on IRSs” and “Commissions on borrowings” (see Note 30 “Financial income and 
expenses” of the consolidated financial statements).
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Below are also provided the reconciliation statements between the items in the reclassified 
tables reported in the Report on Operations and the Income Statement and Balance Sheet 
tables:

€ millions Scheme PPA
amortis.

Restruct. 
costs

Non-
recurring 

costs

Strategic 
JVs

Extraord.
transactions

Losses at 
completion

Reclassified 
scheme

Revenues 11,527 - - - - - - 11,527

Purchases and 
personnel expenses (10,275) - 39 6 - - 137 (10,093)

Other operating 
income 569 - - - - - - -

Other operating 
expenses (583) - - - - - - -

Other net operating 
income/(expenses) (14) - 17 17 - - (137) (117)

Equity-accounted 
strategic JVs - - - - 271 - - 271

Amortisation, 
depreciation and 
impairment losses (676) 98 - 56 - - - (522)

EBITA - - - - - - - 1,066

Non-recurring 
income/(costs) - - - (79) - - - (79)

Restructuring costs - - (56) - - - - (56)

Amortisation of 
intangible assets 
acquired as 
part of business 
combinations - (98) - - - - - (98)

EBIT - - - - - - - 833

Financial income 235 - - - - - - -

Financial expenses (688) - - - - - - -

Share of profits/
(losses) of 
equity-accounted 
investees 288 - - - - - - -

Net financial 
income/(expenses) (165) - - - (271) - - (436)

Income taxes (123) - - - - - - (123)

Net result before 
extraordinary 
transactions - - - - - - - 274

Profit/(Loss) from 
discontinued 
operations - - - - - - - - 

Net result 274 - - - - - - 274
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€ millions Scheme Financial 
receivables and 

cash

Financial 
payables

Hedging 
derivatives on 

debt items

Reclassified 
scheme

Non-current assets 11,742 (48) - - 11,694

Non-current liabilities (6,237) - 3,265 - (2,972)

Capital assets - - - - 8,722

Current assets 13,285 (2,053) - (2) 11,230

Current liabilities (14,308) - 1,417 - (12,891)

Net working capital - - - - (1,661)

Equity attributable to the Owners 
of the Parent 4,468 - - - 4,468

Equity attributable to non-
controlling interests 16 - - - 16

Equity 4,484 - - - 4,484

Group net debt - (2,101) 4,682 (2) 2,579

Net (assets)/liabilities held for sale (2) - - - (2)
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EFFECTS OF THE NEW IFRS 15 ACCOUNTING STANDARD “REVENUE 
RECOGNITION”

 
Starting from 1 January 2018 Leonardo will apply the new IFRS 15 accounting standard 
“Revenues recognition”, which replaces the previous IAS 11 and IAS 18 under which the 
financial statements at 31 December 2017 are prepared.

Considering the effective date of this new standard, the Group has launched a complex 
project to review the main contract types in order to determine the effects of the new 
standard and new rules of revenue recognition to be applied beginning from 2018. 
Given the high complexity of the analysis, the activity is still underway.

The main impact areas deriving from the application of the new standard are:

• introduction of new criteria for revenue recognition during the execution of the contract; 
if those criteria are not met, then revenue is recognised solely at the completion of the 
contract. This required a review of the ongoing contracts, which are normally medium/long-
term. Such analysis highlighted the necessity to change the margin recognition methods 
in relation to certain contracts (passing from the previous recognition of the margins of 
certain contracts “over time” to “at a point in time” and vice versa);

• new specific requirements to establish if goods and services included into contracts 
have to be recognised as a single performance obligation or as a separate performance 
obligation. In respect of certain contracts entered into by the Group it was necessary to 
unbundle the contracts into two or more performance obligations (so called bundling/
unbundling);

• new criteria on contract cost recognition and related margin acquisition;

• more defined criteria to be applied to mass productions with the consequent 
remeasurement of the margins of this kind of productions;

• new and in-depth additional qualitative and quantitative information to disclose.

The Group will apply this standard as from 1 January 2018 with a restatement of the 2017 
accounting balances for comparative purposes. However, at the current stage of analyses 
we can conclude that, subject to the conclusion of such analysis, the impact on the Group’s 
main indicators is not material in size. 

The following table shows the preliminary impacts on the 2017 Group KPIs: 

€ billions 2017 actual IFRS 15 effect IFRS 15 effect % 2017 restated

Revenues 11.5 0.2 2% 11.7

EBITA 1.07 0.01 1% 1.08

Net result 0.27 0.01 4% 0.28
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OUTLOOK

 
The new Industrial Plan approved by the Board of Directors in January is expected to deliver 
sustainable growth over the period 2018-2022. This reflects the Group’s strong position in 
products and solutions for attractive market segments, a robust order backlog and a new 
commercial strategy fully leveraging One Company model.

Actions taken to grow the business will be accompanied by a strict control of costs and 
investments, within a disciplined financial strategy to balance business growth and cash-
generation. 

In 2018 Leonardo forecasts:

• growing new orders, supported by significant export contracts, a return to growth in 
the Helicopters segment, and the first results of the commercial actions taken by new 
management;

• stable revenues compared to full-year 2017;

• a lower FOCF, reflecting the EFA Kuwait contract cash profile – with a significant cash 
absorption due to the production ramp-up with the reversal of customer advances received 
in 2016 and 2017 – and other customer advances winding down. In 2018 cash flow will 
continue to be negatively affected by Aerostructures Division and by higher investments to 
support the growth.

 
Guidance for the full-year 2018 are as follows: 

2017 figures Outlook 2018 (*)

New orders (€bil.) 11.6 12.5-13.0

Revenues (€bil.) 11.5 11.5-12.0

EBITA (€mil.) 1,066 1,075-1,125

FOCF (€mil.) 537 ca. 100

Group net debt (€bil.) 2.6 ca. 2.6

(*) Exchange-rate assumptions: €/USD 1.2 and €/GBP 0.9.
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RELATED-PARTY TRANSACTIONS

 
Related parties have been identified in accordance with the provisions of the international 
accounting standards and of the relevant CONSOB (the Italian Commission for Listed 
Companies and the Stock Exchange) regulations.

The transactions, which are carried out and regulated at arm’s length, relate to business 
(disposals and purchases of goods and services in the course of the Group’s usual 
operations), financial (ordinary financing granted/obtained and the charging of related interest 
income or expense) and other relationships (including all residual activities, as well as 
contractually-governed transactions of a tax nature, for those companies participating in the 
national tax consolidation scheme). 

It should be noted that in 2010 Leonardo adopted a specific “Procedure for Related Parties 
Transactions” (hereinafter referred to as the “Procedure”), which was mostly recently 
updated on 20 December 2016, pursuant to CONSOB Regulation 17221 of 12 March 
2010, as amended and supplemented, containing provisions on “related-party transactions” 
(hereinafter referred to as the “Regulation”), as well as in implementation of Article 2391-
bis of the Italian Civil Code. The abovementioned Procedure is available on the Company’s 
website (www.leonardocompany.com, under Corporate Governance section, Related Parties 
area).

Pursuant to Article 5.8 of the Regulation, the 2017 financial year saw the completion of the 
following transactions of greater importance, as defined by Article 4.1.a) of the Regulation 
and identified by the abovementioned Procedure pursuant to Annex 3 attached to the 
Regulation:

Related 
parties 

Nature of the 
relationship with the 

related party 

Object of the transaction Transaction 
payment 

Leonardo SpA Leonardo MW Ltd (100%) 
Subsidiary 

Sale of investment in 
AgustaWestland Ltd from Leonardo SpA 

to Leonardo MW Ltd

€mil. 1,226

Leonardo SpA Fincantieri SpA Jointly-controlled 
companies 

Contract for the supply of naval systems 
and sensors for ships intended for the 

Qatar Emiri Naval Force

About €mil. 500

The sale of the investment held in AgustaWestland Ltd (with effect from 1 January 2017) 
falls within the scope of the reorganisation of the Group’ operations in the United Kingdom 
in a single company, Leonardo MW Ltd, which is directly and wholly owned by Leonardo. 
This transaction was carried out with a subsidiary: therefore, it benefitted from the 
exemption provided for in Article 14.2 of the Regulation, as well as in Article 11.2.e) of the 
abovementioned Procedure.

In compliance with Article 13.3.c) ii) of the Regulation, it should be noted that the transaction 
between Leonardo and Fincantieri (the signature of a contract – within the scope of the 
intergovernmental agreement between the Italian and Qatari governments for the plan 
involving the modernisation of the Qatar Navy – providing for Leonardo to supply naval 
systems and sensors to Fincantieri, to be installed aboard seven new ships intended for the 
Qatar Navy, together with related logistics) was completed by making use of the exemption 
laid down, pursuant to Article 13.3.c), as well as Article 11.2.c) of the Procedure, for the 
ordinary transactions completed at arm’s length or standard conditions.
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Finally, it should be noted that these transactions had no significant impact on the 
consolidated financial position and the results for the period under consideration and that no 
changes or developments took place in relation to the related-party transactions described in 
the 2016 Report on Operations.

CONSOB - Market Regulation 20249/2017, Article 15 
 
In accordance with CONSOB provisions contained in the Market Regulation adopted by 
CONSOB Resolution no. 16191 of 29 October 2007, as amended by Resolution no. 18214 
of 9 May 2012 and, finally, updated by Resolution 20249 of 28 December 2017, and 
with specific regard to Article 15, Leonardo SpA performed the verifications on the Group 
subsidiaries that were incorporated and are governed under the laws of non-EU Member 
States and that, as a result, were deemed “material” based on the requirements under 
Article 151 of the Issuers’ Regulations adopted with CONSOB Resolution 11971 of 14 May 
1999, as amended by CONSOB Resolution 18214/2012 and, more recently, as updated 
by the amendments made by Resolution 20250 of 28 December 2017. As regards the 
non-EU foreign subsidiaries (Leonardo DRS Inc., Leonardo US Holding Inc., AgustaWestland 
Philadelphia Co.) identified based on the above regulations and in compliance with the 
provisions of local laws, these verifications revealed that the administrative and accounting 
system, which oversees the preparation of financial reports, falls within the scope of a control 
environment that is effectively operating and substantially suitable to the requirements 
envisaged in said Article 15. Therefore, it is not necessary to prepare an adaptation plan 
pursuant to the abovementioned article.

Information pursuant to Articles 70 and 71 of the Issuers’ Regulations  
 
By resolution of the Board of Directors on 23 January 2013, the Company adopted the 
simplification regime under Articles 70.8 and 71.1-bis of the Issuers’ Regulations, adopted 
with CONSOB Resolution 11971/1999, as subsequently amended and supplemented. 
By this resolution, the Company chose the option to make exceptions to the obligation to 
issue the documents required by the law when transactions of greater importance (such 
as mergers, spin-offs, capital increases by means of the contribution of assets in kind, 
acquisitions or disposals) occur.



REPORT ON OPERATIONS AT 31 DECEMBER 2017

50

INDUSTRIAL AND FINANCIAL TRANSACTIONS 

Industrial transactions. In 2017 the following transactions were carried out:

• Acquisition of additional stakes of Avio. 31 March 2017 marked the closing of the 
acquisition by Space2, Leonardo and In Orbit (a company held by certain managers of 
Avio) of the entire share capital of Avio not yet owned by Leonardo, with the subsequent 
merger into Space2 and concurrent listing of Avio on the Electronic Stock Market (MTA)/
Star segment of the Italian Stock Exchange, which was finalised on 10 April 2017. The 
swap ratio was set at 0.0402 Space2 shares for each Avio share, taking account of 
the Space2’s contribution of a capital endowment of about €mil. 64. As a result of this 
transaction and of subsequent minor acquisition transactions, Leonardo now holds about 
26% in the company in respect of a payment, for the portion acquired in the period, of 
about €mil. 45.

• Acquisition of Daylight Solutions. On 23 June 2017 Leonardo completed, through the US 
subsidiary Leonardo DRS, the acquisition of Daylight Solutions Inc., a leading company in 
the development of Quantum Cascade Laser Products. The payment for the purchase of 
the shares was equal to USDmil. 140 for the entire share capital of Daylight Solutions. 
In addition, the purchase contract envisaged an earn-out mechanism by virtue of which 
the payment will be increased by a further USDmil. 13 as a result of the achievement of 
certain financial and operating targets for the year 2017. This acquisition enabled the 
expansion of DRS’ offer within the advanced solutions for the civil and military market.

• Put option exercised on Ansaldo Energia. In July Leonardo exercised the put option on 
15% of the interest in Ansaldo Energia, which was the remaining stake still held by the 
Group after the sale to Cassa Depositi e Prestiti which ended in 2013. The exercise of 
this option allowed Leonardo to collect an amount of €mil. 144 from CDP Equity. Such 
transaction did not affect the Group net debt, since the measurement of the put&call 
rights related to the residual portion of interest in Ansaldo Energia was already considered 
for the calculation of such indicator.

 
Financial transactions. On 7 June 2017, within the EMTN (Euro Medium Term Notes) 
Programme, which was renewed in April 2017, Leonardo placed new 7-year listed bonds, 
while leaving the maximum amount of €bil. 4 unchanged, on the Luxembourg Stock 
Exchange on the Euromarket in an amount of €mil. 600, with an annual coupon of 1.50%. In 
accordance with its financial strategy regulated and aimed at going back to the Investment 
Grade Credit Rating (which had already been obtained from Fitch on 25 October 2017), the 
Company has deemed it appropriate to take advantage of particularly favourable market 
conditions in order to meet its refinancing requirements and reduce the average cost of its 
own debt. The issue was reserved for Italian and international institutional investors only.

With reference to the bond issues in place, note the following transactions:

• in June Leonardo repurchased on the market a nominal amount of GBPmil. 30 in relation 
to the bond issue launched in 2009, due 2019, in an initial nominal amount of GBPmil. 
400 (coupon of 8%), thus reducing the remaining nominal amount to GBPmil. 288. The 
total acquisition value was equal to 117% of the nominal value;

• in December Leonardo and its subsidiary Leonardo US Holding announced and 
successfully completed take-over bids on the market, concerning additional portions of 
bonds due 2039 and 2040 (with a coupon of 7.375% and 6.25%, respectively) in initial 
nominal amounts of USDmil. 300 and USDmil. 500 issued by Leonardo US Holding and 
guaranteed by Leonardo SpA. The offer was successfully completed with a total nominal 
amount repurchased for USDmil. 300. The total average acquisition value was equal to 
122.7% of the nominal value. Furthermore, again in December, Leonardo US Holding 
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exercised the option for the full redemption of the entire remaining nominal amount of its 
bonds due 2019 (coupon of 6.25%), totalling USDmil. 434. The total acquisition value was 
equal to 106.17% of the nominal value. In both cases the bonds were cancelled.

The overall cost of the abovementioned transactions, which was fully charged to the accounts 
of the 2017 financial year, was equal to €mil. 97. The transaction will allow the Group’s 
future financial costs to be reduced by a total amount of about USDmil. 480, with a net 
present value (NPV) of about USDmil. 200, net of the transaction cost sustained in 2017. 
The restated nominal value of the issues involved in the transaction is reported in the table 
below:

Year of issue  Maturity Currency Nominal amount outstanding
before buy back (mil.)

Annual 
coupon 

Nominal amount outstanding
after buy back (mil.)

2009 2019 GBP 318 8.000% 288

2009 2019 USD 434 6.250% -

2009 2039 USD 275 7.375% 169

2009 2040 USD 457 6.25% 263

Finally, the bond issue launched in 2012 (coupon of 4.375) became due and was duly repaid 
in December for a residual amount of €mil. 520.

It should be noted that the Group’s bonds are governed by rules with standard legal clauses 
for these types of corporate transactions on institutional markets that do not require any 
undertaking with regard to compliance with specific financial parameters (financial covenants) 
but they do require negative pledge and cross-default clauses. Based on negative pledge 
clauses, Group issuers, Leonardo and their “Material Subsidiaries” (companies in which 
Leonardo owns more than 50% of the share capital and the gross revenues and total assets 
of which represent at least 10% of Leonardo’s consolidated gross revenues and total assets) 
are expressly prohibited from pledging collateral security or other obligations to secure their 
debt in the form of bonds or listed financial instruments or financial instruments that qualify 
for listing, unless these guarantees are extended to all bondholders. Exceptions to this 
prohibition are securitisation and, starting from July 2006, the establishment of assets for 
the use indicated in Article 2447-bis et seq. of the Italian Civil Code. On the contrary, the 
cross-default clauses give the bondholders the right to request early redemption of the bonds 
in their possession in the event of default by the Group issuers and/or Leonardo and/or any 
“Material Subsidiary” that results in a failure to make payment beyond pre-set limits. 

The €mil. 2,000 Revolving Credit Facility in place at 31 December 2017 contains financial 
covenants. More specifically, the covenants require Leonardo to comply with two financial 
ratios: the ratio of Group net debt, excluding payables to the Joint Ventures MBDA and Thales 
Alenia Space/EBITDA must be no higher than 3.75 and the ratio of EBITDA to net interest 
must be no lower than 3.25, tested annually based upon the consolidated data at the end of 
the year. These covenants, in accordance with contractual provisions providing for this option, 
have also been extended to the EIB loan, currently outstanding in the amount of about €mil. 
234, in addition to certain loans recently granted to DRS by US banks totalling USDmil. 75. 
In relation to this Annual Financial Report, there was full compliance with said covenants (the 
two ratios are 1.2 and 6.0, respectively).
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Outstanding bond issues are given a medium/long-term financial credit rating by the three 
international rating agencies: Moody’s Investors Service (Moody’s), Standard&Poor’s and 
Fitch. At the date of presentation of this report, Leonardo’s credit ratings, compared to 
those preceding the last change, were as follows (it should be noted that Fitch upgraded 
Leonardo’s rating back to the Investment Grade Credit Rating during the second half of 
2017):

Agency Last update Updated Previous

Credit rating Outlook Credit rating Outlook

Moody’s May 2017 Ba1 positive Ba1 stable

Standard&Poor’s April 2015 BB+ stable BB+ negative

Fitch October 2017 BBB- stable BB+ positive

With regard to the impact of positive or negative changes in Leonardo’s credit ratings, there 
are no default clauses linked to the credit ratings. The only possible effects deriving from 
further changes, if any, to the credit ratings refer to higher or lower finance costs on certain 
payables of the Group, especially with reference to the Revolving Credit Facility. The interest 
rates applied to the utilisations of such credit line, in fact, are based upon the Euribor plus a 
margin of 100 bps. This margin could be reduced down to a minimum of 50 bps if Leonardo 
returns to an Investment Grade Credit Rating or increased up to a maximum of 220 bps if 
Leonardo’s debt is given a rating below BB or if it is given no rating at all. Finally, it should 
be noted that the Funding Agreement between MBDA and its shareholders provides, inter 
alia, that any downgrade of the rating assigned to the shareholders will result in a gradual 
increase in the margins. Additionally, under a pre-set rating limit (for at least two out of three 
rating agencies: BB- from Standard&Poor’s, BB- from Fitch and Ba3 from Moody’s) MBDA is 
entitled to determine the applicable margin each time. Finally, the agreement provides for 
rating limits the achievement of which allows MBDA to request the issue of a bank guarantee 
of its own liking from its shareholders, without which MBDA can suspend the subsequent 
disbursement of funds.

Finally, it should be noted that in February 2018 Leonardo entered into a new Revolving 
Credit Facility (RCF) line with a pool of 26 Italian and foreign banks. The new RCF provides 
for the payment of a 75 bp spread over Euribor, lower by 25 bps than the 100 bp margin 
of the previous transaction completed in July 2015, with consequent lower financial costs. 
Furthermore, there was a reduction in the line to €bil. 1.8 from the €bil. 2 of the previous 
line, in order to align it to the Group’s cash requirements and the extension of the expiry date 
to February 2023, i.e. the year for which no repayment commitments are currently envisaged 
on financial markets. Furthermore, there was the confirmation of the financial covenants that 
are already provided for in the RCF which has been largely described above. 
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LEONARDO AND THE SCENARIO

 
Despite the decline of ISIS in Iraq and Syria, the slow and uncertain process of stabilisation 
and reconstruction in Libya, the persistence of conflicts in Syria and Yemen, the political 
situation in Turkey, the unclear social and political changes in the Gulf States and their 
reciprocal relations, the effects of the policy of the new US administration on the nuclear 
agreement with Iran and on the role of Jerusalem as the capital of Israel have all contributed 
to perpetuating a high level of instability in the area of the Mediterranean and North Africa. 

Among the consequences of this situation is the uncontrolled increase in migration flows and 
the lasting terrorist threat related to Islamic fundamentalism. Both these phenomena have 
given rise to enormous security problems.

The situation in Eastern Europe, where the Ukrainian crisis is still unresolved and where 
Russia is playing an increasingly active part in the international scenario, together with 
Moscow’s evident policy of modernising its arsenal, also continues to be a cause for concern 
in the Western world.

Finally, North Korea’s development of its nuclear programme and the ongoing confrontation 
with the United States have raised the alert level not only in the countries in the region but in 
all those potentially inside the range of Pyongyang’s missiles.

Stimulated by the position taken up by the United States under the Trump Presidency and 
in preparation for the exit of the United Kingdom, the European Union has taken some 
vital steps forward on the front of common security and defence. After the publication of 
the European Union Global Strategy a year ago, the European Union brought Permanent 
Structured Cooperation (PESCO) (participated in by all Member States except Denmark 
and Malta) into being in the sphere of Defence, an addition to the other two projects being 
developed: the Coordinated Annual Review on Defence (CARD, a system for the coordination 
of EU Defence Ministers to harmonise capability development) and the European Defence 
Fund (EDF, to finance military research and co-finance cooperative development and 
procurement). 

In 2017 global GDP recorded an increase of 3.0%, driven by emerging countries and 
developing economies (+4.3%), while advanced economies grew at lower rates (+2.3%). 

Growth in the Eurozone has resumed at pre-crisis levels (+2.7% in 2017), one of the reasons 
being the European Central Bank’s perseverance in supporting the economy in its monetary 
policy. Doubts remain which arise from political uncertainties: the Italian elections, the 
line the new German Government will take, the separatist pressures in Spain and, more 
than anything else, the effects of the Brexit process, which is entering the hot phase of the 
negotiations without a predictable outcome. If there is a hard Brexit, growth in the Eurozone 
might slow down, coming to +2.2% in 2018, while a modest +1.1% (compared to +1.5% in 
2017) is expected in the United Kingdom. 

The United States started the year 2017 from a position of relative economic weakness 
but during the year, also thanks to the substantial tax cut announced by Trump during the 
election campaign which became law in December 2017, the US economy strengthened to 
the point that +2.5% growth is forecast in 2018 (higher than in 2017). This is in spite of the 
Administration’s difficulty in having Congress approve a series of bills covering areas from 
immigration to health which led, at the beginning of this year, to a temporary shutdown of 
federal business owing to the failure to approve the budget. 

The stabilisation of the Chinese economy is tested by industrial overcapacity, the burden of 
public debt and the real estate bubble, all factors which give rise to the risk of causing growth 
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to slow down in 2018 (+6.5% against +6.8% in 2017). Japan will continue to grow, even if 
slower than in 2017, also supported by a weak yen. India is on the road to recovery after the 
shock caused by demonetisation and the introduction of a tax on goods and services, while 
the countries in Asia with the healthiest economies are the Philippines, Indonesia, Malaysia 
and Vietnam.

On the currency markets forecasts swing between those who believe stable USD/€ and 
USD/GBP rates are likely and those who think that the US dollar should appreciate by a few 
percentage points driven by Fed policy and the effect of the tax cuts, which will increase 
investor confidence in the United States.

Finally, the solid economic growth forecast for 2018 should sustain a rise in demand for 
fossil fuels with a corresponding rise in oil prices to around USD55 a barrel, even if this will 
be kept down by the availability of shale oil in the United States.

In the sector of Aerospace and Defence, global growth in revenues came to around 2.0%, 
with a flat performance for the commercial Aerospace segment (+0.3%) and a sharp increase 
in the segment of Defence (+3.2%).

With reference to the “domestic markets” in which Leonardo operates, the United States 
allocated a defence budget of USDbil. 207.2 for procurement and R&D in 2017. There will 
be a considerable increase in 2018, up to USDbil. 218.9 billion (+6%), owing to the rise in 
defence spending by China and Russia, the potential nuclear threat from North Korea and 
Iran, the proliferation of ballistic missiles and arms of mass destruction and the heightening 
of the efforts being made to fight terrorism; it is expected that the values will remain stable 
in the period from 2018 to 2022, at around USDbil. 219.5 in 2022, with a small reduction in 
R&D expenses (-0.3% p.a.) and a corresponding increase in procurement (+0.3% p.a.).

Above all, in order to bolster its position as the strongest military power in the world, the 
United States is commencing a programme of modernisation of its nuclear deterrent and anti-
missile defence systems which will take up a sizeable part of the defence budget. The long, 
costly wars in Afghanistan and Iraq have also consumed and drained military equipment and 
munitions so that massive investment is required to restore the operational capability of the 
military option, including M1 Abrams tanks and AH-64E Apache, UH-60 Blackhawk and CH-47 
Chinook helicopters. Finally, the F-35 JSF production programme is continuing and new major 
projects are in the initial phase, while the naval building programme is moving faster.

In the United Kingdom procurement and R&D expenses for defence totalled USDbil. 12.6 in 
2017. In 2018 this amount is expected to slightly increase up to USDbil. 13.2 (+4.8%), while 
up to USDbil. 14.1 (+1.4% p.a.) in the period from 2018 to 2022.

In accordance with the most recent Strategic Defence & Security Review, the UK Government 
will allocate an additional amount of GBPbil. 12 for military procurement in the next ten 
years. Investments will mainly be made in replacing four nuclear submarines, security 
and intelligence equipment, an additional F-35 JSF squadron and the commencement of a 
programme for a new class of frigates with anti-submarine capability.

Clearly all this is to be placed in the scenario of Brexit, which is entering the heart of the 
process and could also have material effects on the Security and Defence sectors, both from 
an operational and an industrial point of view. 

In Poland procurement and R&D budget for defence amounted to USDbil. 3.1 in 2017. Mainly 
owing to the perception of the Russian menace on the eastern borders, procurement and 
R&D expenses will rise to USDbil. 3.3 (+4.5%) in 2018, with a significant increase throughout 
the five-year period, coming up to USDbil. 4.2 in 2022 (+5.6% p.a.). 
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The 2013-2022 programme for the modernisation of the Polish Armed Forces holds a ten-
year investment plan for procuring new, advanced military equipment for troops, armoured 
vehicles, artillery, aircraft, helicopters, tanks, patrol vessels and air and missile defence 
systems, in addition to the upgrading of command and control and cyber security systems.

In Italy procurement and R&D expenses in the sector of defence came to €bil. 4.6 in 2017; 
they should increase up to €bil. 5.0 (+9.0%) in 2018, to come back to €bil. 4.6 in 2020 
(-4.3% p.a.; official data for the last two years of the period from 2018 to 2022 are not 
available). 

The modernisation of the military forces is proceeding in spite of these budget restraints, 
even if it does so at a slow pace. Procurement involves all sectors; in aeronautics the F-35 
JSF and Eurofighter programmes stand out and in the naval sector Lupo and Maestrale class 
frigates are continuing to be replaced by the 10 FREMM (FRegate Europea Multi-Missione) 
multi-mission warships, which shall be delivered by 2022, while work has commenced on the 
construction of the new Offshore Patrol Vessels (OPVs); work continued on the Centauro II 
programme for the replacement of 136 armoured vehicles in the land defence sector. 

The failure to convert the “White Book on International Security and Defence” into law, in 
particular as regards the rule governing the multi-year cycle of financing (6 years), and the 
failure to approve new legislation regarding G2G agreements hinder the modernisation of 
Italian defence systems and the competitiveness of the country’s industry.

Analysis by business sector 
 
Aeronautics
• The civil aviation segment, which will be worth about €bil. 1,600 in the next ten years, 

will continue to show a growth trend at an average rate of 2.3%. The demand is especially 
driven by the countries in the areas of Asia and Middle East and is affected by some 
macro-economic and technological dynamics (i.e. a better financial stability of the 
major airlines furthered by low fuel costs, the gradual availability of aircraft that adopt 
new technological solutions and advanced materials, the need to replace less-efficient 
previous-generation aircraft). Commercial narrow- and wide-body aircraft accounts for more 
than 80% of the total market. The demand for narrow-body aircraft is mainly linked to the 
global economy performance and to the launch of re-engined versions A320 NEO and 
B737 Max of the Airbus family, in expectation of the launch of new programmes which is 
not expected to occur before the next decade. The growth in wide-body aircraft is driven 
by the ramp-up of Airbus A350 and Boeing B787 programmes; demand for large-size four-
engine aircraft (A380, B747) remained weak. In the next years the offer will be enriched 
with new models from the range of B787-10 and the family of B777X, for Boeing, and of 
A350-1000 and, probably, of A380plus for Airbus. Sales showed a considerable recovery 
in 2017. Orders were made for a total of 2,019 aircraft (1,109 Airbus and 910 Boeing), 
with a higher than 120-seat capacity – a market segment in which all Airbus and Boeing 
models are in competition with each other – with an increase of 40% compared to 1,443 
orders (775 Airbus and 668 Boeing) relating to 2016.  
Production rates and deliveries also showed an increase (+3%) for both manufacturers. 
In 2017 there were total deliveries of 1,481 aircraft (718 Airbus and 763 Boeing) against 
1,436 aircraft (688 Airbus and 748 Boeing) delivered in 2016. At the end of December 
2017 the firm order backlog of Airbus and Boeing achieved 13,129 units (7,265 Airbus and 
5,864 Boeing), recording an increase of 4% compared to 12,589 units relating to 2016. 
As to regional aircraft, the highest value, most dynamic segment is that of reaction engine 
aircraft; however, the aircraft with turboprop engines, thanks to lower operating costs, 
maintain an important market niche. In 2017 there were 278 sales of regional aircraft, 
for a value of about USDbil. 10.2 at list prices (regional jets with 132 net orders and 
turboprop aircraft with 146 net orders), in line with 279 sales made in 2016.  
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A slight decline was recorded in deliveries (-1%): 274 regional aircraft, for a value of 
about USDbil. 11.1 at list prices was delivered in 2017, against 277 deliveries in 2016. 
The ATR programme remained leader in the segment of turbo-prop aircraft, with 113 net 
orders (104 ATR72 and 1 cancellation of ATR42), while its direct competitor, Q400 of 
Bombardier, totalled 43 sales. In terms of deliveries too, there were considerably more 
ATRs (4 ATR42 and 74 ATR72) than Bombardiers (29 Q400). At the end of 2017 the 
regional aircraft backlog amounted to 1,559 units (1,279 Jets and 280 TP), for a value 
of about USDbil. 82.1 at list prices, equal to about 5-6 years of production at current 
rates. In the future, it is expected that there will be an evolution of the current aircraft for 
regional transport aimed to reduce operating costs and enhance the competitive edge of 
the aircraft. From an industrial standpoint, more prudent policies are applied on the part of 
some prime contractors to outsource the design and production of structural components, 
particularly composites, but the market for outsourcing the supply of aerostructures is 
expected to maintain annual growth rates of around 2.1% in the next decade.

• The defence aircraft segment, in part due to delays on a number of important orders, 
presents an interesting growth trend over the next years (although they are highly cyclical), 
with an average growth rate of around 8%, for a value of about €bil. 660 in the next ten 
years. The most important segment, in terms of numbers of deliveries and related value, 
is that of combat aircraft, in which the programmes for (i) F-35 JSF, which is in a phase 
of accelerating production, (ii) the export of Rafale and Eurofighter and, even to a lesser 
extent, (iii) the new Gripen E/F are very important. Finally, the advanced training aircraft 
and tactical transport aircraft segments will also be characterised by interesting growth 
prospects, substantially linked to the development of armed versions.  
Overall, around 50% of worldwide demand for military aircraft (manned and unmanned) will 
come from the United States and Western Europe, where the greatest technological and 
industrial capabilities continue to be present, although there is a gradual (but still limited) 
process under way of transferring technology to newly industrialised countries, which are 
increasingly interested in developing their own local offering. Specifically, many countries 
(South Korea, Turkey, Japan, China) are considering their own new fighter plane. Their 
national industries have often entered into an alliance with a partner (Lockheed Martin in 
the case of South Korea, while China has cooperated with Pakistan and Russia) or looked 
for a technological partner (the case with Turkey, which has chosen BAE Systems). 
Over the medium/long term, interesting opportunities in Europe may arise in relation to the 
collaborative development of a new generation of unmanned vehicles (UAS - Unmanned 
Aerial Systems) for long-persistence strategic surveillance, protection and monitoring, 
and reconnaissance and combat applications. European projects in this segment mainly 
consist of: (i) the definition phase of the European MALE (Medium-Altitude Long-Endurance) 
RPAS (Remotely Piloted Air Systems), a joint Airbus Group, Dassault and Leonardo 
programme, and (ii) the FCAS Anglo-French feasibility study for a future unmanned fighter 
aircraft, in which BAE Systems and Dassault are involved with a major contribution 
of Leonardo and Thales in relation to on-board sensors and mission electronics. The 
extension of unmanned aircraft to the civil sector depends on the exact contents of the 
forthcoming regulations, which are being discussed at the present time, for safe navigation 
in non-segregated airspace; significant progress can be made thanks to the stimulus from 
the USA. 
During 2017, 436 defence aircraft was sold, for a value of about €bil. 38, showing a slight 
decrease compared to 2016 and 487 defence aircraft was delivered for a value of about 
€bil. 37, showing a slight increase compared to 2016.  
At the end of the year the Qatari Government signed a contract with BAE Systems, the 
leading company of the commercial campaign, for 24 Typhoon, for a value of €bil. 7, which 
will be divided among the partners of the Eurofighter consortium.  
The year saw total orders of 12 F-35 from Australia (8 a/c), Italy (3 a/c) and UK (1 a/c). 3 
additional F-35 aircraft were ordered from the Italian Government in January 2018. 
The first Italian F-35B aircraft was delivered to the Italian Navy at the end of 2017. 
In March 2017 the Belgium Government officially announced the start of the procurement 
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procedure for 34 new multi-role fighters, to replace F-16 from 2023 onwards. In October 
2017 the Belgium Government announced that only two competitors were still in the 
tender, i.e. Eurofighter and Lockheed (F-35A). The new fighter will be selected by mid-
2018.

 
Helicopters
In the next years the market is expected to grow, even if still characterised by some 
uncertainty relating to the military aircraft segment and to some applications in the civil 
aircraft segment (in particular Oil&Gas). The overall market value in the next ten years (with 
reference to deliveries of new helicopters only) amounted to around €bil. 160. Demand 
for civil aircraft will be mainly driven by rescue, emergency and disaster relief applications 
(EMS, SAR and Utility). Growth is expected in emerging countries above all and customers 
will continue to look for modern aircraft with advanced performances and pay the utmost 
attention to operating costs. In the military aircraft segment demand is expected to record 
a temporary reduction, mainly due to the completion of ongoing programmes (mainly in the 
United States and Russia). The reduction of the budget and ever increasing attention to costs 
could favour dual use platforms. Above all towards the end of the next decade, new players 
will enter the helicopters sector as a result of rising demand in new emerging markets (South 
Korea, Turkey, India, China) and the need to develop a local production sector, above all for 
the military aircraft segment. Even if technological barriers to entry are high, this situation 
must be monitored. The spread of new technologies will gain momentum: Fast Rotorcraft 
(Tilt Rotors, Compounds) and RUAV (Rotary Unmanned Air Vehicles). Leonardo is in step 
with the leading companies in this field, if not in the forefront, and will have to maintain the 
technological advantage it has acquired up to now.

In terms of acquisitions, there was a major consolidation with Lockheed Martin’s acquisition 
of Sikorsky in 2015. In turn Leonardo’s Helicopters Division acquired full control over Sistemi 
Dinamici SpA at the end of 2016, thus strengthening its commitment to unmanned systems. 

It should be pointed out that, over the medium/long term, the American JMR/FVL 
programme will become increasingly important, thus boosting the development of the Fast 
Rotorcraft concept. The JMR demonstrator of Bell Textron flew at the end of 2017, while the 
demonstrator of Sikorsky/Boeing will fly in 2018.

Electronics, Defence & Security Systems
This market is worth about €bil. 2,900 with a CAGR of 3%. Below are the main trends in the 
electronics sector.

• Airborne & Space Systems: there was a growing demand for: (i) multi-mode radars for 
combat aircraft with AESA (Active Electronically Scanned Array) technology driven by 
new programmes (fifth-generation Fighters), mainly in the United States, Europe and 
Asia; (ii) surveillance radars for both manned and unmanned platforms dedicated to 
ISR (Intelligence, Surveillance and Reconnaissance) missions; (iii) infrared search and 
tracking systems (IRST) in relation to the increase in low probability of intercept (LPI) 
stealth platforms; (iv) integrated mission systems to satisfy the need for border control 
and surveillance (migration phenomena, terrorism, patrolling, natural disasters); integrated 
systems for the management of the electromagnetic spectrum, integrating electronic 
warfare (EW) and cyber warfare capability; (v) communication apparatus, including 
broadband equipment, to handle the growing volumes of data required by surveillance 
and combat missions; (vi) integrated logistic support services (turnkey solutions and full 
service), including for the simulation and training segment.

• Land & Naval Defence Electronics: the land defence electronics market is characterised 
by a growing demand for: (i) integrated, interoperable solutions for the digitalisation of 
the battlefield; (ii) defence capacity against ballistic missiles; (iii) patrolling and protecting 
borders, including maritime surveillance; (iv) last-generation AESA (Active Electronically 
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Scanned Array) radars; (v) defence capacity against cyber-attacks; (vi) Software Defined 
Radio (SDR) and flexible communication networks interoperable with other platforms; (vii) 
Ultra-Wideband Wireless Communications and Counter-IED (Improvised Explosive Device); 
(viii) systems, including EO (Electro-optic)/IR (Infrared) systems, to counter against 
unmanned vehicles (C-UAS, Counter-Unmanned Aerial System).  
In the naval defence electronics market there is growing demand for (i) modular, scalable 
combat management systems to satisfy the demand for surface vessels with the ability 
to carry out many different types of missions; (ii) multifunction radars mounted on active 
electronic scanned arrays (AESA technology) for missile defence in airspace; (iii) turnkey 
solutions combining radar, communications and electronic warfare systems (i.e. Integrated 
Mast); (iv) SDR and (v) high-precision electro-optical scanning and locating systems.

• Defence Systems: the target market, which shows a total value of about €bil. 591 over ten 
years, with a growth rate of about 4%, will be supported by increased defence budgets, 
an extended operating life of the platforms (upgrading), new technology and the demand 
for multi-mission platforms. The segment of land weapons relating to military vehicles, in 
which the Division offers turrets, amounted to €bil. 315, with a good growth rate (CAGR 
equal to about 6%) during the period from 2017 to 2026. The business with the best 
growth trend was again that of tracked vehicles (CAGR equal to 7.3%) in response to the 
Armed Forces’ present requirements, such as greater firepower, lower weight and stronger 
protection; wheeled vehicles (CAGR of 6.9%) followed, since there is a need for enhanced 
mobility. The segment of guided munitions, which showed an overall value of €bil. 15 and 
which has a high technological innovation content, is expected to grow steadily (CAGR 
higher than 10%); the segment of naval weapons (large, medium and small calibre) is 
growing more modestly (about €bil. 13) and is expected to show a stable performance. 
The segment of underwater systems shows a value of €bil. 32 over ten years and is 
expected to grow with a CAGR higher than 4%. Light torpedoes account for 40% of the total 
market of underwater systems. 
Finally, the missile systems market shows a slight increase, worth an estimated total 
of €bil. 216 over the ten years. The primary application segment relates to air defence 
systems, both land-based and on-board naval platforms, to counter conventional and/
or missile air threats, including with nuclear warheads. The need to have new systems 
that provide greater versatility and interception precision and to also protect urban areas 
and high-value civilian and military infrastructures are the main drivers in this market. 
The market for effectors to counter surface attacks, from both air and sea platforms, is 
another strong component of the market (25-30%) which is rising both in terms of demand 
for high-performing and/or flexible products and for more conventional systems which are 
required in big volumes and employed in large quantities in the current conflicts.

• Security & Information Systems: the market shows an overall value of about €bil. 1,400 
over ten years, with a growth rate of about 4%. The main trends in the sector are: Security: 
(i) growing demand for the protection of vital infrastructures; (ii) solutions for monitoring 
borders and immigration; (iii) cyber security, which is becoming an element of strategy 
which pervades all business segments; Transportation: (i) growing demand for innovative, 
interoperable solutions to support the expansion of air transport and environmental 
sustainability; (ii) growing need to improve operational efficiency, security and the 
connectivity of transport infrastructures (Railway and Metro); Material Handling: (i) Baggage 
Handling – growing demand for the modernisation and streamlining of airport operations; 
(ii) Parcel & Mail Handling – driven by e-commerce; Digitalisation: (i) growing demand for 
digitalisation solutions to improve productivity, processes and to support innovation; (ii) 
growing demand for new-generation cyber security services, with specific application to the 
IoT (Internet of Thing) domain and mobile solutions.
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Space
The demand in the sector of space systems and services shows an overall value of 
€bil. 1,110 over ten years, about 52% of which consists of space services (satellite 
communications, geo-information services, satellite operation services); the remaining part 
accounts for manufacturing (satellites and probes, launch and space access systems, 
orbiting infrastructures). The development trend in the target market shows diversified growth 
rates of about 1% for manufacturing, supported by civil and military Government investment 
programmes, and of about 7% for services. The industrial growth continues to mainly depend 
on institutional programmes that are promoted and operated by space agencies and civil 
and military governmental entities, both national and international. The development of 
aerospace capacity and infrastructures is still an objective of many countries, including 
emerging nations which now engage in space operations, the policies for which are directed 
at meeting defence and security needs and also at enhancing their technological expertise, 
by means of technology transfer projects necessary to create their own national industry. 
In manufacturing, private investment in the sector not only enables the assets of satellite 
companies in orbit to be replaced but are also being used to make innovative infrastructures, 
on the part of both already established players and new entrants to the sector. These 
projects are often proposals of new services with new business models, offered to capture 
continually rising demand. The tendency remains for offers of infrastructures and services 
of commercial origin to be made in segments which have normally been the preserve of 
institutional programmes, as in the sector of space transport. Demand from the institutions 
is also based on programmes for scientific, exploration, meteorological and navigation 
applications, which may be also based on the use of mini-satellites. The component of 
demand for services in the aerospace sector is mainly generated from the commercial sector, 
in particular for telecommunications: satellite communications (for TV broadcasting services 
and Satellite Broadband Access, as an accompaniment to terrestrial telecommunications 
networks and above all for mobile communication services, especially at sea) are the 
commercial basis of the demand for services, to which must be added that arising from 
the defence segment. The continuity of secure strategic telecommunications systems, and, 
above all, of observation systems, is at the heart of demand for military equipment, which is 
satisfied both directly through the acquisition of dedicated infrastructures managed on one’s 
own account and through the acquisition of services and applications from the private sector. 
In the space services segment, there has been growing verticalisation of telecommunication 
activities. Specifically, it is seen that satellite operators are supplementing their traditional 
work of providing satellite capacity by providing users with integrated systems which deliver 
end-to-end services. Demand in the geo-information segment is growing for applications 
services and solutions based on the collection and processing of data from various satellite 
and aerial sources and sensors; demand also arises from the desire to exploit the potential 
supply of information from the processing of big data, from higher growth rates and from 
the integration of diverse technologies (broadband satellite communications, hybrid 
communication networks, geo-localisation, etc.) which can be used as elements enabling 
new, innovative services to be designed.
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Competitive positioning of Leonardo 
 
With reference to the scenario described above, Leonardo sets itself to strengthen its 
positioning in the more attractive markets in which the portfolio of its products can benefit 
from its specific competitive advantage. An analysis of its present competitive position, 
based on these two dimensions (an attractive market and the portfolio’s capacity of 
penetration), leads to the following considerations regarding the various business sectors.

Aeronautics
In the military aircraft segment, the Eurofighter is strengthening its position in export 
markets, following the Kuwait and Qatar contracts and new developments (E-Scan) which 
tend to contribute to an increase in operational capacity and performance, while the M-346 
aircraft is confirming its leading position in the trainer aircraft segment, thus supporting the 
launch of new versions and developments (Dual Role M-346, M-346 FA) and new models 
(M-345 HET), as well as the evolution of supply towards complete training systems. In the 
tactical transport sector, note an optimisation of production activities to the benefit of more 
competitive costs, with interesting prospects of new developments, including in the dual 
use segment. In the civil aircraft segment, ATR strengthens its leading market position in 
the segment of regional transport aircraft, with the objective of strengthening the positioning 
with a continuous improvement in products and customer support, while the aerostructures 
segment is marked by a good visibility of the medium/long-term volumes linked to more than 
ten-years programmes.

Helicopters
In the civil aircraft segment the Group is still the leader in the Intermediate class of civil/
dual-use helicopters and is also making progress in the Light Intermediate and Medium 
classes (in which Leonardo was not present) as a result of the completion of the concept of 
“product family” (AW169, AW139 and AW189). The new configuration of AW109 (Trekker) will 
also allow the market share to be strengthened in the Light segment. In the military aircraft 
segment a critical success factor is to enrich the product portfolio with the implementation of 
the dual-use concept, while completing military aircraft configuration variations based on civil 
aircraft models (AW169M, AW139M, AW149 and AW609). The development of unmanned 
aircraft (also through participation in the EU’s Ocean 2020 Preparatory Action programme, 
which Leonardo was awarded at the head of a team of industries, research centres and 
European end users) and optionally piloted aircraft may constitute another strong point. In 
spite of a lack in major acquisition programmes on export markets, important commercial 
targets were successfully achieved on domestic markets, which are further strengthened by 
a complete range of services and training and by the development of the new exploration and 
escort helicopter for the Italian Army (AW249 NEES), as well as by a potential upgrading of 
the fleet used by the Italian Army through the abovementioned “M” variations.

Electronics, Defence & Security Systems
In the sector of Airborne & Space Systems, there was a general improvement in the 
positioning in the segments of Radars and Airborne Systems, thanks to increasingly 
attractive target markets, which can be utilised to maximise competitiveness and gain 
increasing market shares. In the segment of Naval Systems and Defence Systems Leonardo 
has benefitted from major developments linked to the Naval Law, which has entailed an 
extension and a considerable updating of the existing product portfolio and the overall 
system capability, thus improving the company’s positioning in the related market segments. 
In the Information Security Division Leonardo has strengthened its role as an international 
player in solutions concerning security inside and the protection of vital infrastructures, taking 
advantage of the Command and Control expertise, and has also strengthened its position 
as a main operator in the Cyber Security sector, thus expanding this business through new 
services, such as analytics & intelligence, but also through the development of native cyber 
embedded solutions within its proprietary products.
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Space
The Space sector in the segment of services is present in markets in which satellite 
telecommunications and geo-information services on the whole are expanding, while the 
system operation segment is rising at a lower growth rate. In the segment of services 
Telespazio has consolidated its position as leader in the management of the big European 
systems’ operations, starting from activities carried out for national programmes, which was 
confirmed with the activities carried out in Europe as a Galileo System Operator (GSOp). In 
the telecommunications sector, the position is one in which there are opportunities for growth 
by offering a range of services based on high-capacity satellite systems and end-to-end 
services, in particular in the segments of defence and mobility. In the geo-information sector 
opportunities for growth come from the consolidation of its role as supplier of applications 
solutions for priority vertical markets, in particular the new applications for defence/security 
purposes, which are able to build on the capacity of the new-generation Cosmo constellation 
and, for commercial purposes, with the use and integration of data of various origins and 
from various sources, with the development of infrastructures and platforms that increase the 
possibility of accessing and using data.
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LEONARDO AND RISK MANAGEMENT

Below are detailed the key risks applicable to Leonardo’s business areas, together with the 
specific mitigation actions which have been put in place. It should be noted that starting from 
2014 Leonardo’s organisation has required a close cooperation of the Risk Management 
organisational unit with the competent functions in order set up a coordinated control over all 
risk areas, while ensuring that suitable methods to manage risks are designed and spread 
and supporting the top management with the control of risks associated with programmes.

RISKS ACTIONS

The Group is strongly 
dependent on the 
level of expenditure of 
national Governments 
and public institutions

The major customers of the Group are national 
Governments or public institutions. Moreover, the Group 
takes part in numerous international programmes funded 
by the European Union or other intergovernmental 
organisations. Therefore, the Group is affected by 
the reduction in the expense policies of the public 
institutions, in addition to the medium/long-term plans 
of the countries that are considered individually and 
as a whole within common defence programmes. The 
expenditure programmes adopted by Governments may 
be subject to delays, changes under way, annual reviews 
or cancellations, in particular in periods with high 
instability, due to, for example, oil price trends, which 
can lead to a growing complexity of the prospective 
scenario. The Group’s industrial plans, as well as the 
financial resources necessary for their implementation, 
might be affected by significant changes, with impacts 
not only on volumes and results, but also on the Group 
debt, due to lower amounts received as advances on 
new orders. 

In order to be less dependent 
on cuts that may be made by 
individual countries, the Group 
continues pursuing an international 
diversification policy, which places 
the same not only in its main 
markets (Italy, the UK and the 
USA) but also in emerging markets 
marked by high growth rates, 
especially in the Aeronautics and 
Defence markets, even if within 
a scenario marked by growing 
competition. Moreover, under the 
Group’s strategy, performance in 
the major countries is constantly 
monitored in order to ensure 
a timely alignment of activities 
planned with customer needs and a 
strict selection of its investments, 
through assessment procedures 
of the potential returns and their 
strategic capacity. In addition, the 
organisational actions in which the 
Group is involved should guarantee, 
against the reduction in the 
customers’ budgets, an increased 
ability to compete in national and 
international markets.

RISKS ACTIONS

Cuts in public budgets 
could affect grants 
from the Government 
for the research and 
development activities 
of the Group and, as 
a consequence, also 
the Group ability to 
successfully compete in 
global markets

The tensions on public budgets could further reduce 
public grants for R&D activities, for which the Group 
invested more than €bil. 1.5 in 2017, considering the 
unavoidable need to constantly improve its products 
portfolio. In particular, in Italy, grants for R&D expenses 
for the Aeronautics and Defence sectors, which are 
regulated by Law 808/1985, represent the indispensable 
funding for the research activities in the sector. A non-
compliance of the granting levels with those of the 
other European competitors could negatively influence 
the Group capacity of being successfully competitive, 
due to a lower self-financing ability caused by the 
complex economic scenario; this would increase the 
risk of inadequate time-to-market of the products being 
developed.

The Group pursues a strict policy 
as regards the assessment and 
selection of the investments 
through which it focuses the 
resources available on the 
most efficient programmes with 
the highest potential of return. 
Moreover, the Group is focused on 
steadily strengthening synergies 
among the corporate functions 
involved in the development of new 
products, especially with reference 
to products marked by high levels of 
technology innovation. 



Leonardo Annual Financial Report 2017

63

RISKS ACTIONS

The Group also operates 
in civil sectors exposed 
to crisis

The Group is also potentially exposed to slowdowns 
in certain non-public markets, which could affect the 
spending capacity of certain customers. Delays or 
reductions in the acquisitions of new orders, or the 
acquisition of new orders on less favourable terms than 
in the past, including financially, contribute to a growing 
complexity of the prospective scenario characterised, 
however, by growing competition, and could reduce the 
profitability and increase the financial requirements of 
the Group during the performance of such orders.

The Group’s goal is to improve its 
industrial efficiency and its ability to 
perform contracts, while reducing 
overhead costs with a view to 
enhance its competitive capacity 
and pursue appropriate actions to 
diversify the client base. 

RISKS ACTIONS

In the past certain 
Group companies were 
involved in judicial 
investigations

As more fully explained in paragraph “Provisions for 
risks and charges and contingent liabilities” of the notes 
to the consolidated financial statements, in the past 
certain Group subsidiaries and the Parent Company 
itself were involved in judicial investigations, some of 
which are still underway. In this regard, the directors 
made provisions where necessary, on the basis of the 
stage of the legal proceedings and of the information 
obtained and the analyses performed to date. However, 
further developments presently unforeseeable and 
indefinable, together with the possible consequential 
impact on Leonardo’s reputation, could significantly 
affect the Group’s performance and financial position, 
as well as on its relationships with customers.

The Group has taken all steps 
necessary to more thoroughly 
examine any irregularities and 
to prevent employees, directors, 
suppliers and third parties from 
repeating inappropriate practices. 
All this has been done through 
specific actions, which consist 
in spreading a company culture 
founded on a set of values, rules 
of conduct and intangible principles 
hinged upon the “zero-tolerance” 
policy. Leonardo’s management is 
constantly committed to spreading 
these messages at each and every 
level based on the “Tone and action 
from the Top” concept. Specific 
measures have been adopted 
also with reference to suppliers, 
by centralising the process of 
qualification and management of 
supplier registers and the prompt 
identification of the indicators to be 
monitored for possible inhibition.
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RISKS ACTIONS

The Group operates 
significantly on long-
term contracts at a 
given price

In order to recognise revenues and margins resulting 
from medium- and long-term contracts in the income 
statement of each period, the Group adopts the 
percentage-of-completion method, which requires: (i) 
an estimate of the costs necessary to carry out the 
contract, including risks for delays and additional 
actions to be undertaken to mitigate the risk of non-
performance and (ii) checking the state of progress of 
the activities. Given their nature, these are both subject 
to management’s estimates and, as a result, they 
depend on the ability to foresee the effects of future 
events. An unexpected increase in the costs incurred 
while performing the contracts or a slowdown in the 
plans to reduce manufacturing costs might determine 
a significant reduction in profitability or a loss, if these 
costs exceed the revenues deriving from the contract. 

Leonardo’s goal is to regulate within 
the Group the process of preparing 
and authorising major contracts 
by issuing a special Directive. In 
fact, starting with the business 
proposal stage, Leonardo controls 
the main performance and financial 
parameters including the Economic 
Value Added (EVA), which is one of 
the aggregates used to evaluate 
the major contracts of directly 
controlled and strategic companies. 
Moreover, the Group reviews the 
estimated costs of contracts 
regularly, at least quarterly. In order 
to identify, monitor and assess 
risks and uncertainties linked to 
the performance of the contracts, 
the Group adopted Life Cycle 
Management and Risk Management 
procedures, aimed at reducing the 
probability of occurrence or the 
negative consequences identified 
and at timely implementing the 
mitigation actions identified. 
Under these procedures, all 
significant risks must be identified 
from the offering stage and 
monitored while the programme 
is being carried out, by constantly 
comparing the physical progress 
and the accounting status of the 
programme. Top management, 
programme managers and the risk 
management quality, production and 
finance departments are all involved 
in making these assessments. The 
results are weighted in determining 
the costs necessary to complete the 
programme on an at least quarterly 
basis. The Group is also committed 
to improving its industrial efficiency 
and its ability to precisely perform 
to customer specifications.
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RISKS ACTIONS

During the current 
activity, the Leonardo 
Group is exposed 
to liability risks 
to customers or 
associated third parties 
in connection with the 
proper performance of 
contracts, also because 
of activities pertaining 
to sub-suppliers

As part of its activities, the Group may be held liable 
in connection with (i) the delay in or non-supply of the 
products or the services indicated in the contract (or 
offsetting obligations), (ii) the non-compliance of these 
products or services with the customer’s requests, 
due to design and manufacturing defects of products 
and services, for example, and (iii) defaults and/or 
delays in marketing, rendering of after-sale services and 
maintenance and revision of products. These liabilities 
might arise from causes that are directly ascribable to 
Group companies or due to maintaining the specialist 
expertise of the company resources or causes that are 
ascribable to third parties outside the Group that act as 
suppliers or sub-suppliers for the Group.

The Group continuously monitors 
the performance of programmes 
using the aforementioned Life Cycle 
Management techniques.
In connection with these 
programmes the Group is 
committed to improving its industrial 
efficiency and its ability to precisely 
perform to customer specifications, 
also through managing the 
development and succession of the 
core competencies. The Group also 
started a project aimed to improve 
the administration of the supply 
chains in some critical expenditure 
areas and/or categories.

RISKS ACTIONS

The Group’s debt shows 
high level and could 
have an impact on the 
Group’s operational and 
financial strategies

At 31 December 2017, the Group net debt amounted to 
€bil. 2.6. Such debt level, beside impacting the Group’s 
profitability as an effect of the related borrowing costs, 
could affect the Group’s strategy, limiting its operational 
and strategic flexibility. Potential future liquidity crises 
could also restrict the Group’s ability to repay its debts.

Leonardo seeks to continually 
reduce its debt by keeping a close 
eye on the generation of cash, 
which is employed to reduce, 
subject to market conditions, the 
outstanding debt. 
In February 2018 the Group 
renegotiated and signed a new 
Revolving Credit Facility in place 
of the previous credit line, setting 
the total amount at €bil. 1.8. This 
credit line is an important source 
of medium-term liquidity and, given 
its amount and that it is a revolving 
facility, it meets the Group’s working 
capital requirements, in which 
collections are highly seasonal in 
nature. The amount of this credit 
facility is adequate and meets the 
Group’s financial requirements. 
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RISKS ACTIONS

The Group’s credit 
rating is also linked 
to the opinions of the 
rating agencies

All Group bond issues are given a medium-term financial 
credit rating by the three international rating agencies: 
Moody’s Investors Service (Moody’s), Standard&Poor’s 
and Fitch. At the presentation date of this Report 
Leonardo’s credit ratings were: Ba1 with a positive 
outlook from Moody’s, BB+ with a stable outlook from 
Standard&Poor’s and BBB- with a stable outlook from 
Fitch. Overall, Fitch assigned Leonardo the Investment 
Grade Credit Rating and Moody’s and Standard&Poor’s 
the Sub-Investment Grade Credit Rating. A further 
downgrade in the Group’s credit rating, even with no 
effect on the existing loans, could severely limit its 
access to funding sources, as well as increase its 
borrowing costs for existing and future loans, which 
would have a negative impact on the Group’s business 
prospects and its performance and financial results.

As noted previously, the Group is 
actively engaged in implementing 
actions identified under the 
Industrial Plan for reducing its debt. 
Moreover, the Group’s financial 
policies and careful selection of 
investments and contracts involve 
being constantly alert to maintaining 
a balanced financial structure.
In seeking out strategies to pursue, 
the Group always takes into account 
the potential impact such could 
have in the indicators used by the 
rating agencies. 

RISKS ACTIONS

The Group realises 
part of its revenues in 
currencies other than 
the currencies in which 
costs are incurred, 
exposing it to the 
risk of exchange-rate 
fluctuations. A part of 
consolidated assets 
are denominated in 
US dollars and pound 
sterling

The Group reports a significant portion of revenues 
in US dollars and pounds sterling, while costs can 
be denominated in other currencies (mainly euros). 
Accordingly, any negative changes in the reference 
exchange rate might have negative effects (transaction 
risk).
Moreover, the Group made significant investments in 
the United Kingdom and in the United States. Since 
the reporting currency of the consolidated Group 
financial statements is the euro, negative changes in 
the exchange rates between the euro and the US dollar 
and between the euro and the pound sterling might 
have a negative impact on the Group balance sheet and 
income statement due to the translation of the financial 
statements of foreign investees (translation risk). 

The Group continuously applies an 
organised hedge policy to combat 
transaction risk for all contracts 
using the financial instruments 
available on the market.
Changes in the US dollar and 
pound sterling exchange rates also 
give rise to translation differences 
recognised in Group equity that 
are partially mitigated through 
the aforementioned pound and 
dollar bond issues. Moreover, in 
intercompany financing activities 
denominated in currencies other 
than the euro individual positions 
are hedged at the Group level. 

RISKS ACTIONS

The Group operates in 
some segments through 
Joint Ventures, in which 
the control is shared 
with other partners

The major Joint Ventures in the Aerospace, Defence & 
Security area are MBDA, held at 25% (with partners BAE 
Systems and Airbus Group), Thales Alenia Space, held 
at 33%, and Telespazio, held at 67% (both with partner 
Thales) and GIE ATR, held at 50% (with Airbus Group). 
The operations of the Joint Ventures are subject to 
management risks and uncertainties, mainly due to the 
possible arising of differences between the partners on 
the identification and the achievement of operating and 
strategic objectives, and the difficulties in resolving any 
conflicts that may arise between them in the ordinary 
course of business of the Joint Venture. In particular, the 
Joint Ventures in which the Group has an interest may 
be subject to decision deadlocks which may ultimately 
lead to the liquidation of the Joint Venture. In the case of 
liquidation of the Joint Venture or sale of the interest by 
the Group, it may have to share or transfer technological 
skills or know-how that were originally contributed to the 
Joint Venture. 

The Group constantly follows, 
including through the involvement 
of its own top management, the 
performance of these activities, in 
order to timely identify and manage 
critical issues. 
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RISKS ACTIONS

The Group is a sponsor 
of defined-benefit 
pension plans in the 
UK and the USA and 
of other minor plans in 
Europe

Under the defined-benefit plans, the Group is required 
to ensure a specific future retirement benefit level for 
employees participating in the plan; in the UK and the 
USA the pension funds in which the Group participates 
invest resources in the plan assets (stocks, bonds, etc.) 
that might not be sufficient to cover the agreed-upon 
benefits. If the value of plan assets is less than the 
agreed-upon benefit level, the Group duly recognises 
the amount of the deficit among liabilities; at 31 
December 2017, the value of liabilities of pension 
funds reporting deficits (i.e. with liabilities exceeding 
plan assets) amounted to €mil. 199 while in respect of 
plans reporting a net surplus the plan assets totalled 
€mil. 335. If the value of plan assets falls significantly, 
for example due to high volatility in the stock and bond 
markets, the Group must make good this loss to plan 
participants, which therefore has a negative effect on its 
own performance and financial position.

The Group keeps a close eye 
on plan deficits and investment 
strategies and takes immediate 
corrective action when necessary.

RISKS ACTIONS

The Group operates in 
particularly complex 
markets, where 
disputes are settled 
after a considerable 
period of time and 
following extremely 
convoluted procedures

The Group is party to judicial, civil and administrative 
proceedings; for some of these, the Group has 
established a specific provision for risks and charges 
in the consolidated financial statements to cover any 
potential liabilities. Some of these proceedings in which 
the Leonardo Group is involved – for which a negative 
outcome is unlikely or that cannot be quantified – are 
not covered by the provision. 

The Group regularly monitors 
potential and existing disputes, 
taking the necessary corrective 
actions and adjusting its provisions 
for risks on a quarterly basis. 

RISKS ACTIONS

The Group also 
operates numerous 
industrial facilities and 
is therefore exposed to 
environmental risks or 
risks arising from the 
effects of the climate 
change, in addition to 
occupational health and 
safety risks

The Group’s business activities are subject to laws 
and regulations protecting the environment and 
human health that impose limits on air emissions 
and the release of waste into the water and the soil 
and that regulate the handling of chemicals (REACH 
Regulation), hazardous waste and the restoration of 
contaminated sites. Under current regulations, owners 
and operators of contaminated sites are responsible 
for pollution found on such sites and, therefore, 
may be required to bear the costs of environmental 
assessment and remediation, regardless of the source 
of the contamination. While carrying out its production 
activities, the Group is exposed to the risk of accidental 
contamination of the environment and may be required 
to bear the costs of restoring any sites that may be 
contaminated.

As to environmental risks or risks 
linked to unforeseeable climate 
events, the Group has established 
an environmental monitoring and 
assessment programme and has 
insurance coverage to limit the 
impact of any event. Occupational 
health and safety risks are 
managed through specific training 
and other work plans focused on a 
“zero-tolerance” policy, supported 
by an accurate system of delegated 
and other powers in relation to each 
relevant matter, with the aim of 
ensuring that action is aligned with 
corporate policies.
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RISKS ACTIONS

The Group operates in 
particularly complex 
markets which require 
compliance with 
specific regulations

The Group designs, develops and manufactures 
products in the defence sector. These products are 
particularly important to the protection of national 
security interests and, therefore, their exportation is 
subject to the receipt of special authorisations from 
the relevant authorities. The prohibition, limitation 
or withdrawal, if any (in the case, for example, of 
embargoes or geopolitical conflicts), of the authorisation 
to export the products might have significant negative 
impacts on the Group’s operations and financial 
situation. Moreover, non-compliance with these 
regulations could result in withdrawal of authorisations.

The Group monitors, through 
specific structures, the constant 
updating of the relevant regulations. 
Commercial actions are subject to 
regulatory restrictions and receipt of 
the necessary authorisations.

RISKS ACTIONS

A significant portion of 
the consolidated assets 
relates to intangible 
assets, specifically 
goodwill

At 31 December 2017 the Group reported intangible 
assets of €bil. 6.5, of which €bil. 3.7 relate to goodwill 
(14.7% of total assets) and €bil. 2.1 to development 
costs. The recoverability of these amounts is linked 
to the realisation of future plans of the reference 
businesses/products.

The Group constantly monitors 
performance against the expected 
plans, implementing the necessary 
corrective measures in the case 
of unfavourable trends. These 
updates are reflected, when the 
adequacy of the amounts posted 
is assessed, in the expected flows 
used for the impairment tests. 
Moreover, in the last three years, 
Leonardo implemented a policy 
aimed at carefully monitoring and 
reducing the amounts capitalised 
for intangible assets, especially with 
reference to development costs.

RISKS ACTIONS

The Group operates in 
contexts requiring a 
proactive cyber security 
management

The increased digitalisation and use of innovative 
technologies compel the company to cope with the risks 
linked to the IT security which may bring to leakage of 
sensitive data and information, endangering, inter alia, 
the company’s image. 

The Group manages cyber security 
through dedicated controls, 
training across all corporate staff, 
processes, procedures and specific 
detection technologies designed 
to detect and manage potential 
threats.
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LEONARDO AND SUSTAINABILITY

 
Leonardo integrates Sustainability and Innovation into all business sectors to create 
long-term value and generate impacts in financial, social and environmental terms for the 
enterprise and all of its stakeholders. To achieve these objectives Leonardo transforms 
and enhances any financial, human, operating and technology resource in its hands 
through added-value processes. Specifically, the Group is committed on an ongoing basis 
to enhancing the skills and ability of its people, a key resource in a high technological 
intensity and high-end manufacturing sector, as well as to investing in R&D, the key driver of 
economic and social development in local areas, and searching for new solutions to reduce 
environmental impact of its operations and products.

Leonardo has identified the segments in which it can, as a global player in the sectors of 
Aerospace, Defence and Security, contribute to achieving the objectives laid down by the 
United Nations Organisation in the 2030 Agenda (Sustainable Development Goals, SDG): the 
dissemination of technical and scientific education and innovation culture, the creation of 
quality jobs and young employment, industrial and social development in local areas and fight 
against climate change. 

To bear witness to its commitment to sustainability, Leonardo was confirmed in 2017 in 
the Dow Jones Sustainability Indices, the major international stock exchange indices for the 
valuation of corporate sustainability, the eligibility for inclusion process of which is managed 
by the rating agency RobecoSam. Furthermore CDP, which is a non-profit organisation that 
operates the largest platform for the publication of information about greenhouse gas 
emissions, assigned Leonardo a score equal to “A -” (the highest level achievable: “A”).

The approach to Sustainability, as well as any action and initiative taken during the year, are 
described in the Sustainability and Innovation Report 2017, which also constitutes a non-
financial Declaration pursuant to Legislative Decree 254 of 30 December 2016 and which 
is prepared on an annual basis, according to the guidelines of the Global Reporting Initiative 
(GRI) and of the framework of the International Integrated Reporting Council (IIRC) and 
assured by KPMG.

The following paragraphs report a description of the activities relating to human resources, 
environment and R&D.
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Human resources

Employees
The Group’s workforce at 31 December 2017 was equal to 45,134 employees, 98% of which 
based in domestic markets (Italy, the UK, the USA and Poland).

Below is the breakdown of employees by sector:

 
Below is the geographical distribution of employees (about 64% of which working in Italy): 
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Organisation
The year 2017 was a very intense year as regards organisation, with focus on the One 
Company model.

Specifically, major first-level organisational changes were formalised in the Divisions of 
Helicopters, Aircraft, Land & Naval Defence Electronics and Defence Systems, in addition to 
the definition of missions and key business areas/responsibilities of the new integrated 
corporate entity UK Leonardo MW Limited. 

Following the Shareholders’ Meeting that appointed the members of the new Board of 
Directors for the three-year period from 2017 to 2019, confirming Mr Giovanni De Gennaro as 
the Company’s Chairman, Mr Alessandro Profumo was appointed Chief Executive Officer of 
Leonardo at the Board meeting held on 16 May 2017.

The “package” of organisational instructions formalised during the second half-year made 
substantial changes to the One Company model in terms of variations to organisation and 
first-level responsibilities. In detail, the replacement of the sectors and the re-allocation of 
their activities and resources were formalised, the International Relations organisational 
unit was established, the External Relations, Communication and Institutional Relations and 
Investor Relations and SRI (Sustainable Responsible Investors) organisational units were 
combined, the Executive Committee was established and the position of Chief of CEO Staff 
was created; organisational units were set up and responsibilities were allocated in some 
functions including Group Finance and the AFC units of the Land & Naval Defence Electronics 
(LNDE) and Security & Information Systems (SIS) Divisions. Further important changes were 
made to Leonardo’s macro-structure with the creation of the position of Chief Commercial 
Officer (afterwards divided into two closely connected lines of business development) and 
the creation of the innovative position of Chief People, Organisation and Transformation 
Officer, under whom were combined Human Resources and Organisation, ICT and Data 
Protection Officer units, which were combined with a new unit, Transformation Programs, a 
specialist centre for transformation, consulting and knowledge sharing initiatives supporting 
the Corporate area and the Divisions and responsible for coordinating transformation projects 
whose aim is to bring a coherent, homogeneous Group model into being.

In September the appointments of two new Heads of Division (Gian Piero Cutillo for 
Helicopters and Manlio Cuccaro for LNDE) and of the new CFO, Alessandra Genco, were 
formalised with reference to the first divisional and Corporate area levels. 

Work continued on the preparation and updating of regulatory documents, including the 
Protocols pursuant to Law 231 (Guidelines, Directives, Procedures, Policy etc.) in 2017, 
including, among others, the Procedure on the system of internal rules, which was issued in 
March 2017. This Procedure, which is applicable within the Leonardo SpA Group immediately, 
governs the new hierarchy of sources of regulations and the roles and responsibilities of the 
persons involved in the preparation, approval and circulation of documents of rules, methods 
of operation and monitoring systems, as well as the management of regulatory documents 
that concern Italian and foreign subsidiaries.

At the same time the Divisions continued their work to adopt the Guidelines pursuant to Law 
231 issued at a central level, through the preparation of new divisional Procedures for the 
implementation or updating of those previously in force.
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Management and development of human resources
In 2017, on one hand the processes Leonardo put in place in 2016 to learn more about its 
human resources and to assess their value on the basis of homogeneous systems for the 
One Company project continued to be pursued, and on the other hand they were reviewed, 
as was necessary, in the light of the new management’s lines of strategy. One important 
development during the later months of the year was that a study commenced with the aim 
of revising many HR processes with the intention of placing the “Person” increasingly at the 
centre. The processes were examined by inter-divisional working groups.

The main development processes which were built up in 2017, following on from the work put 
in hand the year before, are set out below:

My Profile - On the HRevolution platform the “My Profile” module is a tool which gives all 
employees the chance to consult the “public profiles” of all their colleagues to see their 
contact details and the main information regarding their organisational roles, and, above 
all, which gives the Company the most significant information regarding their professional 
career in terms of experience, skills and aspirations for the future by means of their “private 
profiles”. This instrument, then, enables people to become better known and the Company 
to obtain an important, up-to-date set of information regarding the profiles of the resources 
they manage, which is a useful contribution to staff appraisal and the determination of 
individual professional growth paths. A new function was put into action in 2017 which allows 
resources to surf the Group’s entire corporate structure, seeing the composition of the 
various work teams and all the chains of command between managers and other workers.

Performance & Development Management (PDM) - 2017 saw the implementation of 
the second edition of the annual process for the appraisal of the performance which, 
in a univocal, traceable and transparent manner, measured the results achieved by 
the employees involved. 24,070 resources were involved as a whole (in Divisions and 
subsidiaries, Telespazio, Leonardo Global Solutions and SOGEPA) among executives, middle 
managers, office workers and, for some foreign companies, blue collar workers, with a level 
of participation higher than 98% for the second consecutive year. All the employees were able 
to discuss their targets and the Company’s expectations in terms of conduct and expected 
results with their managers. Furthermore, they were also given the chance to talk to their line 
manager about their aspirations and the opportunities for developing their careers. 

Individual Appraisals - The appraisal informs the Company of how the resources concerned 
are positioned on the external labour market with respect to a pool of comparable 
professionals, while identifying their potential and to what extent the resources are ready 
to take on roles of greater responsibility. During 2017, 142 resources were involved in an 
additional individual appraisal process, as an addition to and a more in-depth analysis of the 
PDM. “High-potential” candidates put forward by Divisions/companies underwent a special 
process (the HR Review), as were other persons of particular interest from an organisational 
and operational point of view. 

HR Review - In 2017 the HR Review was implemented, which is a new process that gives 
the Company’s top management a summary dashboard of the results of the various people 
appraisal processes and at the same time names the “High-potential” candidates to be 
brought into possible career development plans. The process has been standardised for all 
executives, middle managers and a selected pool of employees (a total of more than 5,000 
resources); the data on the performance and potential were obtained from the PDM process 
and from certified appraisals. The HR Review allows to manage corporate population targets 
of particular interest with personalised methods, initiatives and tools in the framework of 
general, standardised rules valid for all, as well as to acquire greater knowledge of some 
resources and obtain elements which will help the Company to make decisions regarding 
organisation and management and personal development.
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Making the best use of human resources - All the appraisals that have been carried out 
supported and guided the operational and organisational methods for making the best use of 
human resources during the year, including the appointments of new executives, the Salary 
Review policy and the awards for excellence dedicated to Top Performers. Additionally, at the 
end of 2017 top management started a cycle of meetings with the most valued resources 
in order to listen to their point of view and involve them to a greater extent in the challenges 
facing the Group.

Succession Planning - After completing the plan for succession to the first-level organisational 
positions in Leonardo, in 2017 a similar process commenced in the Divisions, in Leonardo 
Global Solutions and Telespazio, for the second-level positions of greatest importance for 
business. The purpose was to ensure the continuity of business, starting from a study of 
the future challenges, the determination of the progressive replacement procedures and the 
consequent measures to take. The succession planning concerning second-level positions 
started to be made as a result of some research into the Divisions’ and companies’ short- 
and medium-term strategies conducted with the holders of the positions themselves and 
the Division manager/Company Chief Executive Officer. The “profiles expected” of the 
potential successors were compiled on the basis of each position that had been identified 
and a shortlist of possible candidates to succession was drawn up. The results enabled the 
organisational risks arising from succession to the various positions to be assessed and the 
necessary corrective action to mitigate them to be determined. 

Compensation systems 
The Board of Directors’ meeting held on 15 March 2017 approved, and then presented to 
the Shareholders’ Meeting, the remuneration policy for 2017 and subsequent financial years, 
which is available in the Company’s Remuneration Report that is summarised below. With 
regard to the short-term incentive system (MBO), its underlying rationales, general structure 
and operational mechanisms, aimed at ensuring a strict correlation between the incentives 
and “excellence” in operating performance, were confirmed for the 2017 financial year. As 
to the medium- to long-term incentive component, as early as in the 2015 financial year 
some guidelines were developed for the gradual review of the Group’s remuneration system. 
Special distinctive features were added in support of Leonardo’s new strategy, while at 
the same time ensuring that there will be increasingly better alignment with shareholders’ 
expectations and the best market practices. Accordingly, in the implementation of the 
previous resolutions relating to the provision for medium- to long-term Incentive Plans for 
the Group’s management, the 2017 financial year saw the start of the third and last cycle 
approved for the Co-Investment Plan and the Long-Term Incentive Plan for the period from 
2017 to 2019. These plans are based on the use of structured financial instruments in 
compliance with the essential principles of the Corporate Governance Code, specifically:

• Co-Investment Plan - This provides for voluntary deferment for three years of all or a part of 
the annual bonus earned in accordance with the MBO scheme, converting it into shares. At 
the end of the vesting period, subject to the person concerned having constantly passed 
through the MBO system performance gate, 1 matching share is assigned for each 3 
shares held.

• Long-Term Incentive Plan - This is spread over recurring three-year cycles. Its aim is to 
encourage key personnel to improve the Group’s medium- and long-term performance from 
the points of view of both economic and financial competitiveness and the creation of real 
value for its shareholders. The performance targets concern the Total Shareholder Return 
(TSR) of Leonardo compared to a panel of enterprises (50% of the bonus), the Group’s 
net debt (25% of the bonus) and the Return On Sales (25% of the bonus) at the end of the 
three-year vesting period. The entitlement to incentive pays will accrue at the end of the 
three-year vesting period for all the beneficiaries who will still be working for the Group as 
at the date of payment (within 90 days from the approval of the financial statements of the 
last year of the relevant three-year period), except for a restriction on the availability of the 
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shares to the top management for 12 months. At the end of the vesting period and after 
it has been seen that the objectives assigned have been attained, incentives consisting 
of components in cash and ordinary shares of Leonardo SpA are expected to be given, in 
proportions which differ according to personnel’s levels of responsibility, their contribution 
to the Company’s results and their position in its organisation.

• Incentive Plan for the Commercial Area (SSIP - Strategic Sales Incentive Plan) - The goal 
of this plan, which was approved in 2016, is to encourage front-end resources selected 
from teams for commercial campaigns referable to specific strategic and/or high-value 
programmes for the Leonardo Group. It gives the right to receive a cash bonus if set 
order acquisition objectives are attained. The bonus will be earned and paid to resources 
working on long-term contracts; during the vesting period, mechanisms may come into play 
which correct its value and it may even not be paid if there are fluctuations in the financial 
ratios of the order, if the contract is terminated or if penalties are imposed. 2017 saw the 
payment of the bonuses relating to the new programmes involved in the Plan.

These remuneration policies have been drawn up having regard to the Group’s current 
organisational structure and their application will be constantly superintended, with regard to 
the gradual implementation of the Industrial Plan and the review of the organisation. For more 
details concerning the remuneration policy, reference should be made to the Company’s 
Remuneration Report. The architecture of the Compensation Systems’ structure for the 2018 
financial year will be submitted to the attention of Leonardo’s corporate bodies, which will be 
called upon to approve it for subsequent implementation in accordance with the procedure 
laid down in current corporate governance rules. 

In 2017 the remuneration and incentive policies were mainly aimed at attracting and 
retaining resources with high professionalism and technical and management skills, paying 
them adequate salaries with respect to their duties, skills and behaviours. As a whole, the 
levels of remuneration were managed in accordance with the principles of transparency and 
merit, so as to ensure the pay progression to reflect not only the complexity of the positions 
held and of the duties assigned, but also the outcome of the appraisal processes applied. 
The management of the fixed component was aimed at ensuring a uniform and consistent 
pay so as to guarantee the application of equity principles in internal practices and adequate 
competitiveness levels with respect to the market.

Training and Change Management 
In 2017 the integrated training system, which enhances and develops the professional 
qualities and “key” skills required for business, was further cemented. The system rests 
on three pillars: (i) an IT platform, the Learning Management System (capable of managing 
the entire training system); (ii) Leonardo’s job description structure (which sets down the 
skills required for each role); and (iii) a common framework with a standard process in which 
best practice is followed by all in the Group, putting Leonardo’s know-how and expertise to 
use and regularly comparing them with the best and highest world standards. In 2017 the 
comprehensive list of Roles and Skills for Leonardo’s Professional Families was completed, 
thus providing a general overview and enabling the system to be managed in an integrated 
manner. The main training schemes in 2017 were: 

• Excellence in execution in Project Management, E2-PM - This was a modular programme 
launched for senior and junior project managers, Risk Managers and members of order 
teams with the goal of improving project management professionals’ execution ability 
by adopting best practices within and outside the Company and conducting themselves 
coherently. The programme involved more than 670 persons from 2015 to 2017. The 
last edition specifically focused on the management of projects and programmes for 
organisations that operate as prime contractors.

• Enterprise Risk Management Programme (ERM) - There was the second edition of a 
Fondirigenti executive foundation funded training project, aimed at spreading a “corporate 
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risk management culture” and giving all ERM process players training in risk management 
programmes. The final users were the Group executives in charge of business units and 
support functions and personnel responsible for Risk Management, who support the main 
phases of the ERM process (identifying and assessing corporate risk). The aims of the 
2017 plan were to reinforce content and practices which had already been tried out in the 
previous year, but which needed to settle and be constantly monitored in order to achieve 
a homogeneous language and classification procedure across the board and at every 
corporate level, to adopt a risk management process with uniform methods and metrics 
and to standardise the reporting system. This in order to make it possible to present the 
main business risks and mitigation measures of the Leonardo Group, as well as of each 
Division and subsidiary, synthetically and comprehensively.

• Initiative for the Group Internal Audit (GIA) Professional Family - Its aim is to support the 
centralised GIA function in performing its mission within the One Company, enhancing its 
expertise so that it has an efficient, flexible pool of resources. In 2017 the second-edition 
initiative specifically focused on the data analysis strategy in relation to auditing activities 
in line with the strong digitalisation trend that is currently underway.

• Initiative for the Legal, Corporate Affairs and Compliance (LSC) Professional Family - The 
Compliance Council constitutes an opportunity for discussion and training regarding 
business and trade compliance issues. The Council is composed not only of persons 
working in Leonardo’s compliance professional area, but also of the first and second 
levels in the Organisational Units concerned with compliance processes and themes, in 
addition to other human resources whose presence is considered essential with regard 
to this field. The Compliance Council sets itself the objectives, therefore, of (i) presenting 
the latest best practices and the most recent Italian and international tendencies in the 
matter through contributions from internationally known professionals who are experts in 
the sector; (ii) fostering discussions on the adequacy of the internal processes, also in 
the light of developments in Italian and foreign law and the line taken by the authorities 
responsible for the sector; (iii) agreeing on improvement measures and actions to be taken 
in order to strengthen the present internal control system and compliance safeguards, in 
terms of efficacy and efficiency.

• Contract management training - Twenty series of courses have taken place for about 
1,200 persons in all, with the support of outside lecturers, their aims being to teach staff 
how to manage the provision of works and services correctly, to foster a work or supply 
contract management culture and to explain the rules and proper conduct to providers 
of services. In 2017 two general instruction and refresher sessions were arranged, each 
lasting one day (including talks by the Chief Executive Officer, the Chairman and the Group 
General Counsel, in addition to external and in-house speakers dedicated to Business 
Compliance and Trade Compliance, respectively), in addition to specific (both business 
and trade) training lasting other three days; the contents varied according to the type of 
work the participants perform within their Professional Family.

• Certifications - Leonardo continued with its accreditation of its Project and Risk Managers, 
according to the de facto international standards PMI (Project Management Institute) 
and IPMA (International Project Management Association). Leonardo keeps up all the 
certifications by conducting ad hoc workshops with the support of the main certification 
bodies.

• Teambuilding for Professional Families/Divisions/Geographical Areas - Activities with a 
strong dose of experience: this course adopts interactive methods and moments of team 
coaching, helps the participants to integrate and engage themselves full-heartedly in order 
to improve the operational effectiveness of their working groups. This course has been 
filled out and put in the catalogue, and has already been tried out with the Professional 
Families.
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To complete these technical and specialist training schemes, in 2017 courses were delivered 
to some personnel who have been targeted as being key persons in the change to Leonardo. 
Among these courses are:

• “Change in Action” - In 2017 work continued on the training and change management 
project reserved for 50 top executives. The eight project ideas drawn up during the 2016 
training sessions were further worked out, put into the form of operational plans. Three of 
them, which top management found were priorities and of paramount importance, have 
been actually implemented and have helped to chart the guidelines for three themes: 
Integrated Leonardo Offer, Process Improvement and make-or-buy policy with respect to 
supply chain operations.

• “One Company… One Change” - The year saw the conclusion of the first international 
managerial training course in view of the change, which had been started in 2016 for the 
middle managers, whose purpose is to enhance their managerial skills and their capacity 
of execution, to spread knowledge of the new divisional organisational model, to foster the 
full awareness of the persons to whom the campaign is addressed of the current change 
and encourage conduct which ensures increasing efficiency and effectiveness in day-to-day 
practice. This project ended with, in all, 36 series in Italy, 8 in the UK and 1 in Poland, 
making a total of about 41,000 hours of training. It broadened the inter-divisional and 
inter-functional network.

• Trainer Training - The year also saw the conclusion of the “Train the Trainers” programme, 
which had been started in 2016, whose aim is to develop and enhance the abilities of 
designing, constructing and conveying training content and seeing that it is learned, 
both face-to-face and at a distance, while its eventual aim was to internalise Leonardo’s 
expertise and management of know-how. Two editions of the course were held (one in Italy 
and one abroad), for about 25 members of staff from the various Divisions and business 
functions, who had the opportunity of learning and applying classroom management 
techniques, including the management of virtual classrooms, and the methods necessary 
for running training courses well, including on social networks, in line with the new market 
trends in the field of training and digitalisation. Cultural and process change was brought 
about by means of special initiatives for the business targets who have most influence on 
the dynamics of change.

E-learning - More work was done on the single platform at corporate level of Leonardo’s 
Learning Management System (LMS) in 2017. Now all training can be managed, scheduled 
and delivered directly (on line), monitored and reported, whether it is on line, face-to-face 
or blended. More offers were put on the employee training catalogue; English for You was 
added, a course for all Leonardo’s Italian employees which can be utilised through an 
integrated e-learning platform developed in collaboration with a leading corporate language 
learning company. Courses were delivered for a total of slightly less than 40,000 hours.

Employer branding - Among the steps that the Group took to improve its image in the labour 
market and young students and new graduates’ perception of the brand, the following 
projects were carried out in 2017: 

• Job Meeting and Career Days - Leonardo participated in numerous events that were 
held at the most important Italian and foreign universities. Hundreds of candidatures 
were received from older school pupils for some internship work experience and from 
undergraduates for opportunities to train while preparing for their degree theses or to gain 
useful points for their study programmes or in their choice of future profession.

• Innovation Award - Staff responded to the innovation challenge in great numbers 
again in 2017: over 700 projects were submitted. The initiative involved the worlds of 
school students, new graduates and persons preparing for doctorates in engineering, 
mathematics, physics, computer sciences and chemistry at all Italian universities, with 
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the third edition of the “Young People’s Innovation Award”, recording more than 7,800 
contacts on the dedicated website. The three best projects were awarded monetary prizes 
and granted the opportunity to do training apprenticeships in the Group.

• Other awards - Leonardo financed awards again in 2017 which seek to encourage young 
Italian talent with scholarships for undergraduates and new graduates in STEM (Science, 
Technology, Engineering and Mathematics) faculties, which submitted innovative projects 
relating to corporate business issues. Among these is the Bellisario Award, which is 
given every year to women who have distinguished themselves in their professions, 
management, science, economy and social affairs at domestic and international level, and 
the Leonardo Committee Award, an initiative which rewards every year the best theses on 
the outstanding quality of “Made in Italy”. In 2017 Leonardo went on with its commitment 
to foster industrial talent at local level and revive technical crafts in Italy through its 
participation in the ITS (Istituti Tecnici Superiori) secondary technical school project 
managed by the Ministry of Education, Universities and Research with the Ministry of 
Economic Development. At Leonardo ITS technical colleges in-house Group lecturers take 
turns in teaching classes during their two-year courses, transferring not only knowledge 
and skills but also their passion for their work.

Industrial relations and labour regulations 
In continuity with the previous financial year, during 2017 observation of labour law 
regulations – on a system basis at Group level – took the form of the normal monitoring 
of the production of Italian and EU laws, also taking account of the most recent case law 
rulings issued on the merits and by the Supreme Court, as well as of the preparation of 
guidelines for the application of the second-level supplementary One Company agreement. In 
the field of its industrial relations, Leonardo carried out its plan for consulting and informing 
the unions holding the customary annual Strategy Observatory and information meetings on 
the performance of the economy, technological and market scenarios and employment and 
investment trends. The following objectives were achieved in bargaining:

• in 2017 the general structure was confirmed for the Performance Bonus referred to in 
the One Company agreement and “proximity indicators” were set at Division/individual 
business unit level. Similarly, the Target Bonus system for “High Level Professionals” was 
confirmed;

• the Group and the unions signed an agreement which introduced a new supplementary 
health scheme for personnel up to Grade 7, wholly financed by the employer and covering 
the employee’s dependants for tax purposes. The objectives were on one hand to improve 
employees’ quality of life, safeguarding their psychological and physical well-being, and on 
the other hand to retain their loyalty.

Again in the field of labour negotiations, a package of corporate welfare goods and services 
(flexible benefits) was agreed related to the first tranche of e100 granted for the year 
2017 under the National Collective Labour Agreement (CCNL) for mechanical engineering 
workers. This is an addition to the goods and services already offered by the Group. As 
regards Leonardo’s activities in the institutional sphere, it continued with its commitments in 
employers’ associations, on one hand by taking up the opportunities offered by the positions 
it had taken at various levels and on the other hand by participating in theme-based inter-
company working groups whose aims were to examine new laws and the line which case law 
is taking in the matter and to pool any issues that emerge when laws are applied.

Privacy - Data Protection Officer
During 2017 the Data Protection function finished adjusting Leonardo’s new One Company 
corporate structure to the provisions of the Italian Data Protection Code (Legislative Decree 
196/2003) by completing the “6P1” Project, commenced in November 2016, whereby all the 
personal data processing operations in the Italian companies were mapped, while extending 
the privacy governance and the OPM (Organisational Privacy Model) to all the Group Divisions, 
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thus becoming ready, within the organisation, to comply with the European General Data 
Protection Regulation (GDPR), which enters into force on 25 May 2018. Additionally, as 
regards privacy governance, a divisional Data Protection Team (DPT) was formally constituted 
in support of the Data Protection Officer, with the purpose of correctly responding to and 
resolving all the data protection issues which the Group is to face. The Data Protection 
Team met periodically on a collective basis and assisted top management and the Privacy 
Committee in the various circumstances which arose during the year. Data protection 
compliance also expanded at international level with the launching of Hydaspes Project, 
whereby Leonardo MW Ltd adjusted its rules to the GDPR in the United Kingdom. Work 
was also done on training and awareness measures, starting structured engagement with 
numerous national and international stakeholders on data protection themes. Training took 
the form of the creation of the first online course for all the Group’s Italian personnel and the 
construction of the first “serious game”, an interactive privacy situation simulator. This online 
course, built to the Group’s particular sectoral requirements, was given to all Leonardo’s 
employees between July and October and furnished them with the expertise necessary to 
comply with any legal obligation laid down in the regulations in force. The “serious game” will 
be launched and used during the first quarter of 2018.

Stakeholder engagement, on the other hand, took the form of the construction of a domestic 
and international network together with institutions, local governments, universities, research 
centres, businesses and consulting firms, and culminated in participation in a European 
Privacy Cybersecurity PPP financing and grant programme, Data Protection and Digital 
Identities of Horizon 2020, with the presentation of Leonardo’s first research project on Data 
Protection issues. In this context a European consortium was established between Leonardo 
Corporate Center, the Security & Information Systems Division and other foreign partners 
that submitted the DART project, a set of assessment and compliance tools to implement 
the new requirements set out in the GDPR in the field of cloud, mobile, IoT and Big Data 
technology. Pending the entry into force of the GDPR, preliminary studies have also begun of 
the amendments which the new provisions have made to the law order to ensure conformity 
within the prescribed deadline, in particular on the principles of: Privacy impact assessment, 
Data breach notification, Privacy by design and Privacy by default, transfer of data to non-EU 
countries and Register of treatments and co-ownership of treatments within the Group. 

The Environment
 
Environmental issues are a key managerial factor of utmost importance for an organisation to 
conduct its business. 

The multiplicity and complexity of Leonardo’s activities require it to adopt a model for 
the identification, assessment, management and minimisation of environmental risks1  
which operates on various fronts and at various levels. For this reason risk management 
tools created at head office level, including the system for allocating responsibilities, are 
afterwards supported by additional technical and operational solutions conceived on the 
basis of the specific production processes carried out and the company structure in being 
on each site and the context of the locality in which it is situated (both natural and human, 
so that effective procedures can be laid down for responding to any emergencies which arise 
and consequently minimising their impact).

Leonardo’s Organisational, Management and Control Model (Legislative Decree 231/2001, 
as amended and supplemented), conceived in order to ensure the protection of the 
environment in addition to compliance with its provisions, and the Health, Safety & 
Environment (HSE) Integrated Policy are the high-level instruments which lay down Leonardo’s 
approach and strategy guidelines in environmental and health and safety matters. These 
instruments are made operational and applied by the Divisions and the Group companies 
 

1. The concept of risk, with regard to the environment, involves the probability of causing harm to one or more 
environmental matrices (air, water, subsoil, flora, fauna, human beings and natural habitats) after exposure to a 
source of risk.
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through Operational Procedures and Instructions. According to Leonardo’s business model, 
operational responsibilities in these matters are entrusted directly to the Divisions, whose 
duties it is to lay down, on the basis of the particular nature of their processes and business 
activities, the best and most effective procedures for the operational management of 
environmental and health and safety issues and to put these procedures into practice. It is 
very common for Divisions voluntarily to adopt Environmental Management Systems (EMSs) 
and Occupational Health and Safety Management Systems (OHSMSs), which are certified 
according to the international standards ISO 14001 and OHSAS 18001, respectively, and 
which, on one hand are a fundamental instrument for the identification, management and 
minimisation of risks and on the other hand enable them to define and pursue improvement 
targets and monitor the extent to which these targets have been attained. 

For manufacturing processes in which hazardous substances are used under controlled 
conditions but have a potential impact on the environment, the procedures for identifying, 
assessing and managing site-specific environmental risks are not only laid down and carried 
out using any Management Systems on site but are governed by current regulations: 

• 11 Leonardo sites are subject to the Integrated Pollution Prevention & Control (IPPC2) 
Directive, which suggests the adoption of best available techniques (BATs) in designing, 
managing, servicing and decommissioning industrial processes. The Leonardo sites which 
are subject to the Directive adopt BATs in order to maintain a high level of protection of 
the environment and prevent pollution while ensuring a high standard of efficiency at the 
same time;

• 4 Leonardo sites are graded as Major Accident Hazard (MAH3) and must follow the proper 
management and operational protocols for reducing the risk of accidents to a minimum 
and managing any health and safety or environmental emergencies that arise.

Finally, environmental Audit Programmes are also drawn up and observed in the framework 
of the management and enhancement of Leonardo’s real estate assets. Their aims are to 
investigate and assess environmental risks and apply monitoring and control instruments. 

In 2017 Leonardo Global Solutions conducted 33 environmental risk audits aimed at 
identifying and assessing any possible problems arising from either the past or present use 
of the areas on which the factories stand, both in compliance with current environmental 
laws and in order to prevent and manage environmental risk. Furthermore, 82 additional 
audits were performed through third-party entities to maintain certifications of management 
systems. The problems found were analysed and included in follow-up plans, containing 
actions to be taken to resolve them.

Relevant environmental issues 
Leonardo handles key environmental issues in compliance with international, EU and Italian 
laws in the matter and, where applicable, by laying down and following specific Operational 
Procedures and Instructions to minimise the environmental impact generated and to reduce 
waste. Below are specific issues that are worthy of mention:

• Waste. As a result of the waste management policy adopted by the Group during 2017, 
the quantities of waste produced by Leonardo during the year were 9%4 lower than in 
2016, while the amount of recycled waste out of the total quantity was 55%. Identifying 
ways to reduce the amount of waste produced, making efforts to improve waste sorting 
procedures and increasing the amount of waste for recycling are among the objectives laid 
down in Leonardo’s Health, Safety & Environment (HSE) Integrated Policy;

 

2. Sites falling within the scope of application of Directive 2008/1/EC and Directive 2010/75/EU.
3. Directive 2012/18/EU (so called Seveso III), on the control of major-accident hazards involving dangerous 
substances.
4. The value does not include: quantities of waste produced by JVs; quantities of waste arising from exceptional 
activities of site decommissioning and closure.
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• CO
2 
Emissions. Leonardo has been engaged for some time in a process of reducing its 

CO2 emissions, which are collected, reported and analysed by means of the Carbon 
Management System, the system developed on a voluntary basis in line with the 
provisions laid down in the Greenhouse Gas Protocol. From a regulatory point of view: 

 › 10 sites located throughout Italy are covered by the application of the Emission Trading 
Directive (Directive 2003/87/EC), establishing a scheme for greenhouse gas emission 
allowance trading within the Community and amending Directive 96/61/EC), the 
instrument for implementing the Kyoto Protocol for reducing greenhouse gas emissions; 

 › no flight was carried out, falling within the scope of application of the Aviation Emission 
Trading Scheme (ETS) (Directive 2008/101/EC, amending Directive 2003/87/EC, so 
as to include aviation activities in the scheme for greenhouse gas emission allowance 
trading within the Community), which extends the European CO2 emission trading 
system to certain flight activities.

All the sites covered by the scheme received certification of their emissions by a body 
accredited by the Ministry for the Environment, Land and Sea.

• Ozone-depleting substances and fluorinated greenhouse gases (F-gases). Ozone-depleting 
substances (ODS) and fluorinated greenhouse gases (F-gases), where they are present, 
are periodically monitored and investigated. The amount of ozone-depleting substances on 
Group sites is constantly falling owing to the removal and decommissioning programmes 
carried out by the Group, in line with the EU regulations.

• Contaminated sites. From the point of view of operations, an actual example of 
the adoption of a responsible and sustainable approach to the environment is 
the management of contaminated sites (environmental surveys, securing sites, 
characterisation, risk analysis, reclamation and environmental remediation), which is 
directly carried out by the Divisions/subsidiaries of Leonardo or through LGS under 
specific contracts for the management of reclamation procedures and with the help of 
persons with specific knowledge and expertise who find the best technical and operational 
solutions. 21 reclamation procedures were in progress in the Leonardo Group in 2017; 
three of these procedures were formally ended during the period between the end of 2016 
and 2017. In this context, Leonardo has not been found definitively liable for causing 
environmental damage and there have been no definitive penalties imposed on Leonardo 
for environmental violations. 

Energy management
Leonardo published its first Energy Policy in 2017, laying down uniform effective energy 
management principles for offices and factories by means of a process consistent with a new 
energy culture which all employees have to consider as their personal heritage. During 2018 
the Energy Policy will be followed by specific Guidelines for putting the new uniform processes 
on an operational footing and laying down long-term targets for the reduction of energy 
consumption.

Leonardo follows a structured procedure for measuring its energy impact by means of an 
integrated plan which operates in two macro areas:

• Procurement management, which uses a portfolio management model to diversify market 
volatility risk and to keep energy supply prices down. Through this area, Leonardo buys 
electricity produced indirectly from renewable sources thereby adhering to the Guarantee 
of Origin regime on a voluntary basis, and lays down the environmental criteria which help 
in the selection of Suppliers, whose bid scores also depend on initiatives such as the 
preparation of a Sustainability Report, inclusion in the Dow Jones Sustainability Index, 
participation in the Carbon Disclosure Project;

• Energy Efficiency, whose objective is, after the creation of the One Company, to strengthen 
the governance and coordination of the measures taken to hold consumption on 
production sites and their emissions in check.
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Among the work done in 2017 was the continuation of the Group’s Industrial LED Lighting 
Programme, which will cut Leonardo’s total electricity consumption down by 2% with 
reference to projects that have been already implemented, and the commencement of the 
“Energy-intensive site monitoring” programme, whose aim is to establish what operational 
measures can be taken, and put into practice, to cut down consumption without making the 
investments usually necessary for the purpose in the industrial sites which consume most 
energy.

 
Research and development
 
In Leonardo R&D takes two directions: one to develop new products and improve existing 
products constantly and the other based on non-stop investments in strategic and innovative 
technology and skills with a time horizon which is not only short term but also medium and 
long term. 

The planning and balancing of these activities helps reduce the risks related to 
developments, thereby optimising the incorporation of new technologies into products, 
so that they may establish themselves on the market in a timely manner and/or remain 
competitive.

The breakdown of research and development costs by segment is as follows:

Group governance of technologies and products
In 2017 Leonardo again invested about 13% of its revenues in R&D (more than €bil. 1.5 in 
2017 alone), involving about 10,000 highly qualified human resources from its engineering 

departments and the divisional facilities responsible for both technological and product 
innovation. R&D is carried out by engineering graduates, mostly in aeronautics, aerospace, 
electronics, mechanics, IT and telecommunications and physics, in addition to specialist 
technicians.

The culture of innovation is based on a continuous, integrated process of cooperation both 
inside the Group and outside with universities, research institutes and bodies, customers 
and suppliers and start-ups, and activities consist of supporting basic research and 
developing improvements in increasingly innovative technology, products, solutions and 
services responding to the new and more challenging requests from the market. 
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The Group’s innovation and technology governance is therefore an ongoing, centrally 
coordinated, process which, based on the One Company approach, is intended to improve 
the technology and product positioning and to make divisional engineering more effective and 
efficient by means of a set of shared tools.

The objectives pursued during 2017 were to make the instruments utilised after the 
Leonardo’s transformation into the One Company more efficient and operational, while 
identifying innovative technology and products in which Leonardo shall invest in the next 
future.

The main tools used at a centralised level in support of this strategy were:

• the “Product and Technology Innovation Plans” as a process for the control and planning 
of the Divisions and the Group’s technology development requirements, in terms of 
technology needs, future developments, collaborative activities, etc. Particular attention 
was paid to measures of strategic consequence and cross-divisional opportunities;

• thanks to its One Company structure, Leonardo embarked on a new project in 2017, 
Engineering Processes and Technical Knowledge, common to all its Divisions, aimed at 
mapping information relating to ICT methods and tools in support of Product Development. 
The objective is to attain a uniform set of methodologies for the various Divisions in the 
areas of the various disciplines: Systems Engineering, Mechanics, Electronics, Software, 
Configuration Management, etc.;

• the aims of the management of Leonardo’s technological portfolio were to establish the 
technologies/core skills in each sector which distinguish the Group’s “in-house” heritage 
(mainly “Make”), are indispensable in order to compete in its markets successfully and 
require investments to maintain the state-of-the art position, and also to pinpoint the 
“critical” technologies which, according to their degree of importance, are constantly 
monitored to limit possible negative effects on business. 

Funding programmes on research and innovation. The Group takes part in regional, domestic 
and European research and innovation initiatives and funding programmes. The regional 
and domestic initiatives include the Italian Technology Clusters (Leonardo is among the 
main promoters and is one of the founding partners of the “National Aerospace Technology 
Cluster”) and the Regional Technology Districts. An important development in 2017 was that 
the Ministry for Education, Universities and Research formalised and enhanced, under a 
regulatory act, the role of business Clusters as prime institutional partners in setting Italian 
technological research priorities.

In 2017 Leonardo presented about fifty ideas for projects for co-financing to support research 
into and development of these proposals, equally distributed among European, national and 
regional tenders. With regard to European initiatives within the framework of Horizon 2020, 
which is a European research and innovation funding programme, Leonardo submitted, and 
was awarded, a number of project proposals during 2017, mainly in the areas of: Security, 
Space, Transport (the Aeronautics sector is included under transport) and ICT.

Joint Technology Initiative. Leonardo’s Divisions continued to participate in research and 
innovation efforts through the following joint technology initiatives (JTIs):

• Clean Sky 2 (which focuses on the development of the most appropriate technologies to 
reduce the environmental impact of aircraft);

• SESAR 2020 (focusing on the development of the new European ATM system, including 
the insertion of unmanned vehicles in non-segregated airspace);

• ECSEL (Electronic Components and Systems for European Leadership) for the development 
of new components and electronic sensor systems, including software and embedded 
systems.
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Finally, research and innovation initiatives promoted within NATO, the European Defence 
Agency (EDA) and the Italian (ASI) and European (ESA) Space Agencies continued 
successfully.

Patents
In 2017, routine portfolio management activities continued through the monitoring of patents 
filed, the maintenance of patents, the patent protection, the supervision over patent activities 
of our leading competitors in the Helicopters, Space, Aeronautics, Electronics, Defence & 
Security Systems sectors, so as to protect the Group’s know-how and freedom-to-operate, in 
key business and emerging technology sectors.

In 2017 Leonardo’s Divisions applied to the Italian Revenue Agency for new rulings on 
access to the income tax concessions for the utilisation of intangible assets in the form of 
R&D investments, as provided for in the Italian regulations governing “Patent Box”. Likewise, 
the same action was taken in accordance with law in the United Kingdom. 

Leonardo’s current patent portfolio is broken down as follows by sectors: 68% in Electronics, 
Defence and Security Systems, 14% in Aeronautics, 12% in Helicopters, 5% in Space and 1% 
in other activities.

Research and development during the year
Following is a summary of the main activities conducted during the year.

Helicopters:

• More work was done on certification in the AW609 project, including tests in artificial ice 
conditions, the completion of low-speed wind tunnel trials and testing of the new version of 
the automatic pilot software. The construction of the AC4 prototype is in progress and that 
of the AC5 prototype has started. Ground tests for load survey of the AC1 prototype and 
the completion of engine certifications are also in progress;

• AW139: improvements were made to operational safety, including Category A and 
Main Gearbox emergency procedures; a new interior design was produced for the VIP 
configuration;

• AW169: new VIP interiors were designed, as was a new radar; DMC maintenance costs 
were reduced by 22%. Step 2 of the FAA (Federal Aviation Administration) certification was 
taken;

• AW249: the development of the new helicopter was started. The System Requirement 
Review (SRR) preparatory to the Programme Design Review expected to be conducted in 
2018 was completed;

• Unmanned Vehicle Programmes:

 › RUAV AW HERO (Rotary wing Unmanned Aerial Vehicle) platform: activities were 
performed for the production, assembly and flight tests of the prototype AW HERO 180 
kg within the scope of the National Military Research Programme, as were operations 
for the development of a naval variant with increased performance (AW HERO 205 kg);

 › OPV (Optionally Piloted Vehicles) SW-4 Solo platform: the trial campaign was conducted 
for remotely piloted flight without Safety Pilot on-board.

For the development of new technology:

• substantial progress was made on the development of both types of active rotor: Active 
Trailing Edge and Active Gurney Flap; the ground tests of the complete system of the first 
(ATE) have been brought to an end, while the assembly of the blades of the second (AGF) 
in their final configuration was completed; 

• the COMFORT project has come to the end of its first phase with the preliminary design of 
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a number of active and passive anti-vibration units and the approval of a new type of cabin 
panel with better damping and sound insulation characteristics. Phase II of the programme 
was commenced for the construction of the prototypes;

• as regards composites, work commenced in the framework of cooperation with the Bristol 
National Composites Centre (NCC) on activities such as the validation of the z-pinning 
concept for the reduction in the delamination of thick laminates, especially on rotor hubs.

Aeronautics:

• SESAR 2020 programme continued in the context of the so-called Wave 1, in which the 
Aircraft Division is creating new avionics functions for approach in terminal areas and 
in support of flight crew in airport throughput; the development and validation of new 
functions for the integration of the RPAS (Remotely Piloted Aircraft Systems) in airspace; 
the integration of the processes of trajectory management and the validation of the 
exchange of non-safety critical information (meteorological for example) in both air-to-
ground and ground-to-air directions;

• in the Clean Sky project, which closed in 2017, the targets for reducing the environmental 
impact of regional aircraft were met and various innovative technologies were developed 
and validated by means of demonstrations (on the ground and in the air). Among the most 
important were flight trials on the ATR 72 demonstrator aircraft of an innovative on-board 
energy management system and a new air-conditioning system, both completely electric, 
and a composite panel containing an innovative material which reduces weight and noise 
inside the fuselage;

• as regards the Clean Sky 2 project, work continued on the development of innovative 
technology and the design of full-scale demonstrators within the Regional Innovative 
Demonstration Platform (REG IADP), of which the Aircraft Division retains leadership, and 
within the Airframe Integrated Technology Demonstrator (Airframe ITD), in order to further 
reduce (with respect to Clean Sky 1) the environmental impact and to make regional 
transport aircraft more competitive. These objectives will be pursued through innovations 
in materials and structures, advanced aerodynamics and solutions which electrify some 
aircraft systems; 

• work continued on technological research into detect and avoid functionality and 
collaborative surveillance technologies for unmanned aircraft with a view to the insertion of 
the UAS (Unmanned Aircraft Systems) in non-segregated air space and of ATOL, AUTOTAXI 
and MISSION Planning/Replanning of the system;

• work continued on research into structural design and manufacturing processes relating 
to various aspects, including crashworthiness, liquid resin infusion processes and 
automatic layering of composite fibres, technological development with low-cost materials 
(thermoplastics, out-of-autoclave) and innovative solutions for surface treatments in 
compliance with the REACH (Registration, Evaluation, Authorisation and Restriction of 
Chemicals) Regulation, automated prevention techniques, checking for and repairing 
defects that might arise during the manufacturing and assembly of structural composite 
elements;

• in the C-27J programme, development of the new baseline configuration continued until 
the Critical Design Review of the configuration was concluded. The wing reinforcement 
systems were also modified in preparation for the installation of the winglet, which will 
become basic for the aircraft;

• in the M-346 programme, the certification of the Polish version of the M-346 Advanced Jet 
Trainer (AJT) was completed:

 › a development plan was drawn up for the LFFA (Light Fighter Family of Aircraft) version 
starting from a new AJT version, set up for future operational configurations. The AIM-9L 
missile was launched for the assessment of separation trajectories and prototypes of 
underwing weapon stations were built and flown in an initial envelope, thus achieving 
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the capacity of 7 external stations. Talks continued with the strategic partner Elbit about 
the technical solution and related responsibilities for the LFFA Programme;

 › the Technical Proposal for the Performance of the T-100 aircraft was sent to the USAF 
(United States Air Force) with an assessment of comfort carried out thanks to the 
creation of a prototype of the cockpit. Work started on the preparation of environments 
for development and structural, technical and logistic layout in order to observe the first 
milestones in the programme should the contract be awarded to Leonardo;

• in the M-345 programme, the Aircraft’s Critical Design Review was completed and the 
details of its structure and systems were drawn up. Rigs and test benches were designed 
and constructed both on suppliers’ premises and in house and work started on integrating 
avionics systems and equipment. Pilot in the loop tests also commenced on the Ground 
Demonstrator Device simulator which reproduces the characteristics of the M-345:

 › 40 flights were made with the re-engined X619 demonstrator plane, including the 
adjustment of the FTI nose boom air data system, engine stabilisation and handling, 
both assisted and windmilling engine restarting, characterisation of the vibration 
environment and flight quality;

 › the Certification Plan for T345A ItAF aircraft was developed and shared with the 
Certification Body (DAAA);

• the European MALE2020 project (European MALE RPAS as denominated within 
Organisation for Joint Armament Cooperation - OCCAR) for the European unmanned 
Medium-Altitude Long-Endurance vehicle, in collaboration with Airbus Defence and Space 
and Dassault Aviation, ended its first year of activity in September 2017 and reached its 
SRR (System Requirement Review) in December. The review was about two and a half 
months late owing to the countries’ delay in deciding the type and number of engines; 
the choice fell on the twin turboprop. The requirement for the development contract was 
almost satisfied and was 90% agreed; indeed, OCCAR is starting to draw up the Invitation 
to Tender for the development phase, which is expected to be issued in mid-2018. 

Defence and Security Electronics:

Airborne & Space Systems:

• continuation of activities connected with the participation in large programmes, both 
national and international: Eurofighter Typhoon aircraft, Forza NEC (Network Enabled 
Capability) for the modernisation of the Italian Armed Forces and the NATO AGS (Alliance 
Ground Surveillance) programme; 

• continuation of activities for the development of new generation NGC cockpits to be fitted 
in various aircraft, including the M-345; 

• continuation of activities for the development of the new UAS FALCO 48 and of the 
ISTAR (Intelligence, Surveillance, Target, Acquisition & Reconnaissance) mission system 
integrated into Falco 48 platform; 

• continuation of development activities of space equipment (PCDUs, Solar panels, Atomic 
clock), attitude sensors (Star Tracker2.0), payloads (Spectrometers, imaging cameras) and 
robotics (lunar drill); 

• in the segment of Infrared Countermeasures (IRCMs), improvement of the performances 
of Miysis and CIRCM (Common Infrared Countermeasures) systems, and technology 
advances in the field of laser sources and pointer/trackers;

• in the segment of airborne radars, advances in the development of the Grifo Evo radar;

• the main investments for the development of the product portfolio involved activities 
connected with: New Gen. Obstacle Warning System, Mission Management Systems, 
Airborne AESA (Active Electronically Scanned Array) radar, IFF (Identification Friend or Foe) 
Systems, Skyward IRST (Infra-red search and track), Radar Warning Receivers, Advanced 
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RF ESM (Electronic Support Measures), Lasers, DIRCM Systems (Directional Infrared 
Counter Measures), Laser DEW (Directed Energy Weapons), Wide Band Data Links and 
Radio Comms with specific reference to Avionic SW Defined Radio. 

Land & Naval Defence Electronics: 

• work started on rationalising the product portfolio in order to concentrate on products with 
a higher profit margin; 

• continuation of activities connected with the national programme linked to the “Naval 
Law”; in particular note:

 › the results for the 128-element IFF CA Conformal Array, successfully installed on the 
Martinengo, a FREMM European Multi-purpose Frigate Programme ship, which passed 
its sea trials;

 › advances relating to multi-purpose radar systems based on AESA (Active Electronically 
Scanned Array) technology in C-band and X-band and to IRST (Infrared Search and Track) 
“static” system based on non-rotating fixed sensors;

 › validation of the software of new-generation X- and Ka-band shooting radars (NA30S 
MK2);

• system specifications were completed for the integration of Digital Beamforming 
techniques in long-distance surveillance radar;

• development was completed for a preliminary demonstrator of a C2 Command and Control 
system for Air and Missile Defence;

• as regards Communication, developments were being completed for SDR (Software 
Defined Radio), including Naval Radio Systems, and research continued, within the Galileo 
Geo-localisation programme, into an integrated receiver for PRS (Public Regulated Service) 
signals;

• in the Guardian family, development started of a new product (SCUDO), with reactive 
capacity and extension of frequencies for protection from RC-IEDs (Radio Controlled 
Improvised Explosive Devices);

• in Optronics, the hyper-spectral Sphyder was approved, environmental qualification audits 
were conducted for LEOSS (Airborne EO) on the AW139 and the basic version of the Janus 
D (Land EO) was constructed; FAT (Factory Acceptance Tests) were conducted for Janus 
Dual Head (Naval EO) for LSS (Logistic Support Ship); the Nerio ULR (Ultra-Long Range) 
was upgraded to include dual interfaces HD-SDI (High Definition - Serial Digital Interface) 
interfaces;

• the integration was nearing completion of the DVB-T (Digital Video Broadcasting - Ground) 
band function into the Aulos passive radar system, supplementing the function already 
operational on the FM band, both being validated at the Pratica di Mare base;

• development was completed for the new solid state Seeker and the Semi-Active laser was 
validated;

• on-site tests (Site Acceptance Tests and Harbour Acceptance Tests) were completed for 
the new naval surface low-level scanning and surveillance X-band radar systems;

• developments continued on innovative technologies, such as AESA (Active Electronically 
Scanned Array), on Gallium Nitride (GaN) to be used for new radar systems, on the Digital 
Array Radar, on command and control and quantum technologies. 

Security & Information Systems:

• in the segment of Air Traffic Control (ATC), activities were performed for the optimisation 
of (recurring and non-recurring) production costs of primary and secondary radars (radar in 
S- and L-band). Developments continued for Air to Ground communication systems (new 
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multi-frequency wideband datalink AeroMACS and the radio ATC was completed). Operating 
requirements were set out within the SESAR2020 project for the new generation of ATM 
(Air Traffic Management) centres and communications complying with the Single European 
Sky requirements;

• design and first pilot projects of the secure Industrial IoT platform for the digitalisation of 
manufacturing processes and predictive maintenance. Work continued in the segment of 
Cyber Protection with further development of Managed Security Services, Attack Prevention 
and Reaction Services; functions were improved for Cyber Intelligence with extension of 
languages handled and multimedia streams;

• evolution of Professional Communication Networks towards heterogeneous solutions which 
use a number of integrated 5G communication technologies; 

• construction of a prototype vertical baggage handling conveyor (MVS 2.0) for e-commerce 
applications;

• work continued on the SC2 (Smart City Main Operation and Security Centre) platform for 
the security of critical infrastructures and airports and stadiums;

• technology development activities focused on Big Data Analytics, Blockchain, Artificial 
Intelligence for facial recognition, multi-sensor technology and data processing.

Defence Systems:

• the procedure was being completed for bench testing and approval and tests were being 
started at sea for the new battery for heavy torpedoes, and the discharge trial was carried 
out successfully (POWER project);

• entry into service of the new battery for light torpedoes (ENERGY project), used in the test 
launches of the new SMG U212 submarines (ENERGY project);

• the architecture was completed for the new Black Arrow Light Torpedo and first prototype 
engine developed;

• VDS (Variable Depth Sonar) system architecture was completed and scale model made for 
hydrodynamic trials;

• the prototype was developed for the new 76mm above-deck cannon and preliminary tests 
and shooting range trials were started;

• prototype approval started for ODLS (OTO Melara Decoy Launching System);

• 40mm naval gun firing trials were conducted in tunnel;

• work was being completed on the industrialisation and approval of guided ammunition 
Vulcano 127mm and 155mm, and developments continued for guided munition Vulcano 
76mm;

• work was completed on the industrialisation of the new Nuova Blindo Centauro2 tank and 
preliminary approval activities were started;

• technological work mainly commenced on ballistic protection, UGVs (Unmanned Ground 
Vehicles) and new battery technologies. 

Leonardo DRS:

• investments continued in sensors for multi-domain awareness, including infrared sensors, 
thermal cameras and systems, both to wear and applicable to land, air and space 
platforms;

• work continued on the development of C4ISR systems to improve information exchanges 
on the battlefield (battlespace awareness), including command and control system 
hardware, communication systems, electronic warfare systems and software for land 
vehicles, air and naval platforms;
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• a continuing focus was maintained on next-generation naval components, including 
engines and drive components, as well as elements for on-board command and 
computational capacity.

Space:

• extension of the VoIP platform to all connectivity services for solutions based on hybrid 
networks (satellites/ground wireless);

• co-development and construction of innovative solid state amplifiers for TV uplinks, 
improving channel efficiency and operating costs;

• design and development of application platforms (SEnSE, braINT, AssetWatch, agriGEO, 
ASKme!) in the service segments that are relevant to Geo-Information: agriculture, defence 
and security, territory management; asset management, crisis management, maritime 
surveillance, image intelligence;

• development of integrated connectivity solutions for manned and unmanned transport 
vehicles (DESIRE-II project):

 › approval of satellite links for reliability, continuity and security (RLSP) for RPAS control 
channels and telemetry;

 › development and construction of a test bed at the Fucino Space Centre for emulation, 
characterisation and validation of mobile terminals (mainly for RPAS/aviation 
applications, but also for maritime and rail applications);

• analysis, design and development of Satellite Navigation solutions/systems:

 › development and entry into service of the PRS KPI Monitoring Tool at Galileo GMS - I 
for performance measurement and the validation of Galileo PRS Initial Services (GSoP 
project);

 › development of a portal to supply pre-operational services for Nowcasting and 
Forecasting of ionospheric effects on navigation signals (Ionospheric Prevision Service 
project);

 › production engineering and first entry into service at the Fucino Space Station of the 
LCS (LoCation Server) based on the Navigation Gateway for tracking hazardous goods 
(CORE project);

 › development and demonstration of a prototype Apron Management service based on 
Navigation Gateway (e-AIRPORT project) in a typical environment.
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SHARE PRICE

 
Leonardo ordinary shares are traded on the Italian Electronic Stock Exchange (MTA) organised 
and managed by Borsa Italiana SpA and are identifiable by these codes:

• ISIN Code: IT0003856405;

• Nasdaq: LDO-MTAA;

• Bloomberg: LDO IM.

Leonardo has been adopting an Investor Relations organisational unit for some time, which 
is aimed at ensuring an ongoing and professional relationship with its shareholders and 
bondholders in general and with institutional investors, and which was integrated with other 
initiatives during the last two years to ensure greater monitoring of ESG - Environmental, Social 
and Governance issues and to combine responsibilities relating to External Relations, Italian 
Institutional Affairs, Communication, Investor Relations and Sustainability, as well as to ensure 
an integrated communication of Leonardo’s identity and positioning to all stakeholders.

More information is available in the Investors section of the Company’s website 
(www.leonardocompany.com).

Major shareholders
 
Below is the last Shareholder Analysis performed in January 2018 showing the geographical 
distribution of the Leonardo’s share capital and the total shareholder composition:

For more information, please refer to the page “Shareholding Structure” of Investors section at 
the institutional website (www.leonardocompany.com).

January 2018

DISTRIBUTION OF SHAREHOLDERS

GEOGRAPHICAL DISTRIBUTION OF INSTITUTIONAL SHAREHOLDERS FLOATING RATE
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Performance of Leonardo stock in the Bloomberg EMEA 
Aerospace&Defense (BEUAERO) and the leading Italian and 
European indexes (28 February 2018 = 100)
 
Below is Leonardo’s stock performance from the beginning of 2017 to 28 February 2018, 
compared with the Bloomberg EMEA Aerospace&Defense (BEUAERO), the index of the 40 
major listings in the Milan Stock Exchange (FTSE-MIB) and the index composed of the 600 
top listings in Europe (S&P600).

The performance of Leonardo stock was affected by the weak economic scenario in addition 
to the specific context of the Company, including the revision of the Guidance for financial 
year 2017 that was reviewed on 9 November 2017.
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CORPORATE GOVERNANCE

 
Corporate governance means the set of rules and, more in general, the corporate governance 
system that regulate the Company’s management and control. 

The governance model adopted by Leonardo is in line with the application principles 
and criteria laid down in the Corporate Governance Code (finally updated in July 2015) 
the Company adheres to. This model is aimed at maximising value for shareholders, at 
controlling business risks and ensuring greater transparency to the market, as well as 
ensuring integrity and correctness of decision-making processes.

This model has been subject to subsequent changes, which have been aimed at adopting the 
guidelines provided from time to time by the Corporate Governance Code. These guidelines 
are incorporated in the “Rules of Procedure of the Board of Directors”, which is regularly 
updated by the Board in order to bring it into line with the content of the Code and with the 
changes made to the organisational structure of the Company.

The Rules of Procedure are available in the Corporate Governance section of the Company’s 
website (www.leonardocompany.com). The Corporate Governance Code is available on the 
website of the Corporate Governance Committee (http://www.borsaitaliana.it/comitato-
corporate-governance/codice/codice.htm). 

The corporate governance system of Leonardo and its compliance with the guidelines laid 
down in the Code are the object of periodic analytical reporting on the part of the Board 
of Directors in the specific “Report on Corporate Governance and Shareholder Structure”, 
which is prepared on the occasion of the approval of the draft financial statements (in 
compliance with the provisions on the contents under paragraphs 1 and 2 of Article 123-bis 
of the Consolidated Law on Financial Intermediation and on the basis of the Articles of the 
Corporate Governance Code) and published at the same time as this Annual Financial Report.

The Company’s governance structure is summarised below. For more information on the 
corporate governance structure of Leonardo, on the main updates that took place in 2017, 
as well as on any decisions and organisational measures adopted by the Company in order 
to ensure the strictest compliance with the Corporate Governance Code, reference is made 
to the “Report on Corporate Governance and Shareholder Structure” that was approved by 
the Board of Directors at the same time as this report and that is available in the Corporate 
Governance section of the Company’s website (www.leonardocompany.com), as well as in the 
appropriate section prepared on the occasion of the Shareholders’ Meeting called to approve 
the financial statements, reporting documents and information relating to the Shareholders’ 
Meeting.

 
Corporate governance structure
 
The Company’s governance structure, based on the traditional organisational model, is 
consistent with the applicable regulations provided for listed issuers, as well as with the 
guidelines laid down in the Corporate Governance Code and is essentially as follows:

• Shareholders’ Meeting. It passes resolutions in ordinary and extraordinary sessions in 
relation to such matters as are reserved for the same by law or the By-laws;

• Board of Directors. It is vested with the fullest powers for the administration of the 
Company, with the authority to perform any act it considers appropriate to the fulfilment 
of the Company’s business purpose, except for those acts reserved to the Shareholders’ 
Meeting by law or by the By-laws. The current Board of Directors was appointed by the 
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Shareholders’ Meeting on 16 May 2017 for the three-year period 2017-2019; the related 
mandate will expire at the time of the Shareholders’ Meeting called to approve the 2019 
financial statements;

• Chairman of the Board of Directors. On 16 May 2017, the Board of Directors granted Mr 
Giovanni De Gennaro, beside the powers relating to the Company’s legal representation 
pursuant to law and to the By-laws and signatory powers, some powers concerning 
Institutional Relationships – to be exercised in coordination with the Chief Executive 
Officer – Group Safety and Group Internal Audit. On the same day the Board also assigned 
the Chairman the task of supervising the implementation of corporate governance rules 
regarding the integrity of corporate behaviours and the fight of corruption;

• Chief Executive Officer. The Board of Directors’ meeting held on 16 May 2017 granted the 
Chief Executive Officer, Alessandro Profumo, without prejudice to any matters reserved 
for the Board itself, beside the powers relating to the Company’s legal representation 
pursuant to law and to the By-laws, signatory powers and the power to implement the 
resolutions passed by the governing body (including resolutions adopted before his 
appointment on 16 May 2017), as well as any and all delegated powers and authority for 
the joint management of the Company, its business units and subsidiaries, and for the 
management of all equity interests in associated and investee companies, in accordance 
with the strategic guidelines identified by him and approved by the Board of Directors;

• Lead Independent Director. Following the renewal of the Board of Directors by the 
Shareholders’ Meeting held on 16 May 2017, on this same date the Board of Directors 
appointed the director Paolo Cantarella as Lead Independent Director with the task of 
coordinating the requests and contributions from non-executive directors and in particular 
from independent directors.  
In this respect, the Rules of Procedure provide, even in the absence of the specific 
situations contemplated in the Corporate Governance Code, for such power of appointment 
on the part of the Board, with the abstention of the executive directors and in any case of 
the non-independent directors; in any case the Board shall make this appointment in the 
event of the Chairman being granted delegated operational powers. The Board granted no 
delegated operational powers to the Chairman; however, also considering the authority 
granted to the latter, the same Board was of the opinion to appoint the Lead Independent 
Director. The Lead Independent Director will serve throughout the term of office of the 
Board of Directors, that is, until the Shareholders’ Meeting called to approve the 2019 
financial statements;

• Committees. The Board of Directors of Leonardo has established the following internal 
Committees, with advisory and consulting functions: the Control and Risks Committee 
(which also perform duties as Committee for Transactions with Related Parties), 
the Remuneration Committee and the Nomination, Governance and Sustainability 
Committee (as provided for in the Corporate Governance Code), as well as the Analysis of 
International Scenarios Committee. The Committees’ composition, duties and operation 
are set out and regulated by appropriate Rules approved by the Board of Directors itself, in 
accordance with the guidelines laid down in the Corporate Governance Code;

• Board of Statutory Auditors. The Board of Statutory Auditors has – inter alia – the task 
of monitoring: a) compliance with the law and By-laws and observance of the principles 
of proper business administration; b) the adequacy and effectiveness of the Company’s 
organisational structure, internal control and risk management system, as well as the 
administrative and accounting system, and also the latter’s reliability as a means of 
accurately reporting business operations; c) any procedures for the actual implementation 
of the corporate governance rules provided for in the Corporate Governance Code; d) 
the adequacy of the Company’s instructions to subsidiaries with regard to disclosures 
prescribed by law. The current Board of Statutory Auditors was appointed by the 
Shareholders’ Meeting on 11 May 2015 for the 2015-2017 term;

• Independent Auditing Firm. The independent auditors are the persons appointed to carry 
out the statutory audit of accounts. They are appointed by the Shareholders’ Meeting, on 
a reasoned proposal by the Board of Statutory Auditors. The Shareholders’ Meeting of 16 
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May 2012 appointed KPMG SpA to carry out the statutory audit of accounts for the period 
2012-2020;

• Officer in charge of financial reporting. On 9 November 2017, pursuant to Article 154-bis 
of the Consolidated Law on Financial Intermediation and Articles 25.4 and 25.5 of the 
Company’s By-laws, the Board of Directors appointed Alessandra Genco (the Company’s 
Chief Financial Officer) as the Officer in charge of financial reporting until the expiry of 
the term of office of the Board of Directors. She replaced Gian Paolo Cutillo, who was 
appointed Head of the Company’s Helicopters Division.

Below is reported a chart summarising the corporate governance structure of Leonardo.

Remuneration Committee
Dario Frigerio
Marina Elvira Calderone
Marina Rubini
Antonino Turicchi

Control and Risks Committee
Paolo Cantarella
Guido Alpa
Luca Bader
Fabrizio Landi
Silvia Merlo

Chef Audit Executive
Marco Di Capua

Nomination, Governance and
Sustainability Committee 
Guido Alpa
Marina Elvira Calderone
Paolo Cantarella
Marta Dassù
Dario Frigerio
Marina Rubini
Antonino Turicchi

Analisys of International
Scenarios Committee
Marta Dassù
Luca Bader
Fabrizio Landi
Silvia Merlo

Shareholders’ Meeting

Chief Executive Officer
Alessandro Profumo

Chairman
Giovanni De Gennaro

Officer in charge
of financial reporting
Alessandra Genco

Independent Auditing Firm
KPMG

Board of Statutory Auditors
Riccardo Raul Bauer (Chairman)
Niccolò Abriani R.A.
Luigi Corsi R.A.
Francesco Perrini R.A.
Daniela Savi R.A.
Maria Teresa Cuomo A.A.
Stefano Fiorini A.A.

Surveillance Body
Raffaele Squitieri 
(Chairman - External Member)

Angelo Carmona 
(External Member)

Marco Di Capua 
(Chief Audit Executive)

Andrea Parrella 
(Group General Counsel)

Angelo Piazza 
(External Member)

Saverio Ruperto 
(External Member)

Board of Directors
Giovanni De Gennaro
Alessandro Profumo
Guido Alpa
Luca Bader
Marina Elvira Calderone
Paolo Cantarella
Marta Dassù
Dario Frigerio
Fabrizio Landi
Silvia Merlo
Marina Rubini
Antonino Turicchi
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Finally, the main corporate governance tools are reported below which have been adopted 
by the Company in accordance with the current provisions of law and regulations, as well as 
with the guidelines laid down in the Corporate Governance Code. The documents listed below 
are available to the public in the specific Corporate Governance and Ethics and Compliance 
sections of the Company’ website (www.leonardocompany.com).

• By-Laws;

• Code of Ethics; 

• Organisational, Management and Control Model pursuant to Legislative Decree 231/2001;

• Shareholders’ Meeting Regulations; 

• Rules of Procedure of the Board of Directors; 

• Rules of Procedure of the Control and Risks Committee; 

• Rules of Procedure of the Remuneration Committee; 

• Rules of Procedure of the Nomination, Governance and Sustainability Committee; 

• Rules of Procedure of the Analysis of International Scenarios Committee;

• Procedure for Related Parties Transactions; 

• Code of Internal Dealing; 

• Procedure for inside and confidential information.
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PERFORMANCE OF THE PARENT COMPANY

 

€ millions 2017 2016 Change

New orders 8,164 15,848 (48.5%)

Order backlog 26,173 26,551 (1.4%)

Revenues 7,861 7,925 (0.8%)

EBITDA 752 1,000 (24.8%)

EBITA 395 510 (22.5%)

ROS 5.0% 6.4% (1.4) p.p.

EBIT 346 463 (25.3%)

EBIT margin 4.4% 5.8% (1.4) p.p.

Net result before extraordinary transactions 356 637 (44.1%)

Net result 356 609 (41.5%)

Net debt 2,952 3,019 (2.2%)

FOCF 553 581 (4.8%)

ROI 5.0% 7.4% (2.4) p.p.

ROE 6.4% 13.4% (7.0) p.p.

Workforce 27,796 27,583 0.8%
 

The performance of Leonardo SpA’s key indicators confirms the trends already analysed in 
the section dedicated to the consolidated financial statements, to which reference should be 
made. 

Specifically:

• new orders gained in the period showed a decrease of 48%, attributable to the inclusion of 
the EFA Kuwait contract for €bil. 7.95 in comparative data;

• revenues and, to a greater extent, EBITA reflect, in particular, the decline recorded in 
the Helicopters Division, showing a decrease of 1% and 23%, respectively, with lower 
operating profits by 1.4%;

• net result reflects the decrease in EBITA, as well as lower financial income, as a result of a 
lower contribution from investments compared to 2016 (the net effect between dividends 
and write-downs was positive for €mil. 361 in 2017, against €mil. 474 in 2016) and of 
positive exchange differences that were gained in 2016, which are also reflected in the fair 
value of derivatives.
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Below is provided the performance of earnings:

€ millions Notes 2017 2016 Change % Change

Revenues 7,861 7,925 (64) (0.8%)

Purchases and personnel expenses (*) (7,015) (6,911)

Other net operating income/(expenses) (**) (94) (14)

Amortisation, depreciation and 
impairment losses (***) (357) (490)

EBITA 395 510 (115) (22.5%)

ROS 5.0% 6.4% (1.4) p.p.

Non-recurring income/(expenses) (20) - 

Restructuring costs (25) (43)

Amortisation of intangible assets 
acquired as part of business 
combinations (4) (4)

EBIT 346 463 (117) (25.3%)

EBIT margin 4.4% 5.8% (1.4) p.p.

Net financial income/(expenses) (****) 121 274

Income taxes (111) (100)

Net result before extraordinary 
transactions 356 637 (281) (44.1%)

Net result related to discontinued 
operations and extraordinary 
transactions (*****) - (28)

Net result 356 609 (253) (41.5%)

Notes to the reconciliation between the reclassified income statement and the statutory income statement:
(*) Includes “Purchases and personnel expenses” (net of restructuring costs of non-recurring costs) and “Accruals/(Reversals) for final 
losses on orders”.
(**) Includes the net amount of “Other operating income” and “Other operating expenses”, net of restructuring costs, impairment of 
goodwill, non-recurring income/(costs) and accruals/(reversals) for final losses on orders.
(***) Includes “Amortisation, depreciation and impairment losses”, net of the portion of amortisation referable to intangible assets acquired 
as part of business combinations and of impairments considered as “Non-recurring costs”.
(****) Includes “Financial income” and “Financial expenses” (net of gains/(losses) related to extraordinary transactions).
(*****) Includes “Profit/(Loss) from discontinued operations” and “Gains/(Losses) relating to extraordinary transactions (key acquisitions 
and disposals)”.
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The following table compares the balance sheets at 31 December 2017 and at 31 December 
2016:

€ millions Notes 31 December 2017 31 December 2016

Non-current assets 12,321 10,589

Non-current liabilities (1,970) (2,091)

Capital assets (*) 10,351 8,498

Inventories 3,496 2,920

Trade receivables (**) 5,066 4,955

Trade payables (***) (8,750) (7,523)

Working capital (188) 352

Provisions for short-term risks and charges (588) (519)

Other net current assets/(liabilities) (****) (840) (1,138)

Net working capital (1,616) (1,305)

Net invested capital 8,735 7,193

Equity 5,783 5,325

Net debt 2,952 3,019

Net (assets)/liabilities held for sale (*****)                       - 1,151 

Notes to the reconciliation between the reclassified balance sheet and the statutory balance sheet:
(*) Includes all non-current assets and all non-current liabilities, net of “Non-current loans and borrowings” and of the main non-current 
financial receivables.
(**) Includes “Contract work in progress”.
(***) Includes “Progress payments and advances from customers”.
(****) Includes “Income tax receivables”, “Other current assets” (excluding “Hedging derivatives in respect of debt items”), net of “Income 
tax payables” and “Other current liabilities” (excluding “Hedging derivatives in respect of debt items”).
(*****) Includes the net amount of “Non-current assets held for sale” and “Liabilities associated with assets held for sale”.

Capital assets showed an increase as a result of capitalisations made at investees Leonardo 
MW Ltd, within the scope of the creation of the One Company in the United Kingdom, and 
Leonardo US Holding Inc. in the United States. Against this increase there was a decrease in 
“Assets held for sale”, which mainly included the investment in AgustaWestland Ltd that was 
transferred to Leonardo MW Ltd in 2017.
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Below is the breakdown of net debt in line with the previous year:

€ millions 31 December 2017 Of which 
current

31 December 2016 Of which 
current

Bonds 3,292 585 3,263 603

Bank debt 238 52 296 58

Cash and cash equivalents (1,565) (1,565) (1,747) (1,747)

Net bank debt and bonds 1,965 1,812

Fair value of the residual portion in 
portfolio of Ansaldo Energia - (138)

Current loans and receivables from 
related parties (232) (232) (326) (326)

Other current loans and receivables (26) (26) (27) (27)

Current loans and receivables and 
securities (258) (491)

Non-current financial receivables from 
SuperJet (48) (65)

Non-current financial receivables from 
Group’s consolidated entities (452) (15)

Hedging derivatives in respect of debt 
items (2) (2) 35 35

Related-party loans and borrowings 1,669 1,669 1,664 1,664

Other loans and borrowings 78 52 79 46

Net debt 2,952 3,019

The cash flow for the year is summarised below:

€ millions Notes 2017 2016 Change % Change

Cash flows used from operating activities (*) 688 675

Dividends received 286 235

Cash flows from ordinary investing activities (**) (421) (329)

Free Operating Cash Flow (FOCF) 553 581 (28) (4.8%)

Strategic transactions (***) (45) - 

Change in other investing activities (****) (387) 195

Increase of share capital - (35)

Net change in loans and borrowings (212) (387)

Dividends paid (80) - 

Net increase/(decrease) in cash and cash equivalents (171) 354

Cash and cash equivalents at 1 January 1,747 1,365

Effect from mergers/demergers 3 56

Exchange-rate differences and other changes (14) (28)

Cash and cash equivalents at 31 December 1,565 1,747

Notes to the reconciliation between the reclassified cash flow and the statutory cash flow:
(*) Includes “Cash flows generated from/(used in) operating activities”, excluding payments pursuant to Law 808/1985 and dividends 
collected.
(**) Includes “Cash flow generated from/(used in) investing activities”, net of debt payments pursuant to Law 808/1985 and dividends 
collected. 
(***) Includes the share of “Other investing activities” classified as “Strategic transactions”.
(****) Includes “Other investing activities”, excluding dividends collected and the effects of operations classified as “Strategic 
transactions”.
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The Parent Company’s offices
 
The Parent Company’s offices are:

• Registered Office: Rome, Piazza Monte Grappa, 4;

• Secondary offices: Genoa, Corso Perrone, 118.

 
Reconciliation of net profit and shareholders’ equity of the Group Parent with the 
consolidated figures at 31 December 2017 

€ millions 2017

Equity Of which: 
Net profit/(loss) 

for the year

Group Parent equity and net profit/(loss) 5,783 356

Excess of the carrying amounts of the equity investments in consolidated companies 
compared with shareholders’ equities in the financial statements (1,789) 431

Consolidation adjustments for:

 - difference between purchase price and corresponding book equity 1,314 (85)

- elimination of intercompany profits (333) (1)

- deferred tax assets and liabilities (27) 32

- dividends from consolidated companies - (461)

- translation differences (480) - 

- other adjustments - - 

Group equity and net profit/(loss) 4,468 272

Non-controlling interests 16 2

Total consolidated equity and net profit/(loss) 4,484 274
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PROPOSAL TO THE SHAREHOLDERS’ MEETING

Dear shareholders,

The 2017 financial statements, which we submit for your approval, close with a net profit of 
€356,115,445.38. In light of the foregoing, we submit the following proposed resolution for 
your approval:

“The Ordinary Shareholders’ Meeting of Leonardo - Società per azioni:

• considering the Report of the Board of Directors;

• considering the Report of the Board of Statutory Auditors;

• having examined the financial statements at 31 December 2017;

• having acknowledged the report of KPMG SpA;

resolves

• to approve the Directors’ Report on Operations and the financial statements of Leonardo - 
Società per azioni at 31 December 2017;

• to approve the proposal posed by the Board of Directors of allocating the 2017 net profit 
of €356,115,445.38 as follows:

 › €17,805,772.27, equal to 5% of the net profit, to legal reserve;

 › €0.14 as the dividend to be paid – before tax, if any – starting from 23 May 2018, with 
the ex-dividend date of coupon no. 9 falling on 21 May 2018 and the record date (i.e., 
the date in which shareholders are entitled to receive the dividend payment, pursuant 
to Article 83-terdecies of Legislative Decree 58 of 24 February 1998 and Article 2.6.6, 
paragraph 2, of the Market Rules organised and managed by Borsa Italiana SpA) falling 
on 22 May 2018; the foregoing is with reference to each ordinary share held and 
outstanding at the ex-dividend date, excluding treasury shares held in portfolio at that 
date, without prejudice to those shares actually assigned based on the incentive plans 
in force in the current year;

 › the residual as retained earnings.”

For the Board of Directors 
The Chairman 
(Giovanni De Gennaro)



Leonardo Annual Financial Report 2017

101



Consolidated financial statements
at 31 December 2017





CONSOLIDATED FINANCIAL STATEMENTS AT 31 DECEMBER 2017

104



Leonardo Annual Financial Report 2017

105

CONSOLIDATED ACCOUNTING STATEMENTS 

Consolidated separate income statement

€ millions Notes 2017 Of which 
with 

related 
parties

2016 Of which 
with 

related 
parties

Revenues 26 11,527 1,866 12,002 2,079

Other operating income 27 569 4 742 5

Purchases and personnel expenses 28 (10,275) (355) (10,549) (171)

Amortisation, depreciation and impairment losses 29 (676) (778)

Other operating expenses 27 (583) - (730) (1)

Income before tax and financial expenses 562 687

Financial income 30 235 10 493 33

Financial expenses 30 (688) (4) (815) (5)

Share of profits/(losses) of equity-accounted investees 11 288 300

Operating profit/(loss) before income taxes and 
discontinued operations 397 665

Income taxes 31 (123) (158)

Profit/(Loss) from discontinued operations 32 - - 

Net profit/(loss) for the period attributable to: 274 507

 - Owners of the Parent 272 505

 - non-controlling interests 2 2

Earnings/(losses) per share 33 0.474 0.879

 - basic and diluted from continuing operations 0.474 0.879

 - basic and diluted from discontinued operations n.a. n.a.
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Consolidated statement of comprehensive income 

€ millions Notes 2017 2016

Profit/(Loss) for the period 274 507

Other comprehensive income/(expenses):

Comprehensive income/(expenses) which will not be 
subsequently reclassified within the profit/(loss) for the period: 

 - measurement of defined-benefit plans: 19 89 38

 - revaluation 76 54

 - exchange-rate gains/(losses) 13 (16)

 - tax effect 19 (17) (7)

 - tax rate adjustment (17)

55 31

Comprehensive income/(expenses) which will or might be 
subsequently reclassified within the profit/(loss) for the period: 

- changes in cash-flow hedges: 19 86 (105)

 . change generated in the period 93 (90)

 . transferred to the profit/(loss) for the period (7) (16)

 . exchange-rate gains/(losses) - 1

 
 - translation differences: 19 (243) (300)

 . change generated in the period (243) (300)

 . transferred to the profit/(loss) for the period - - 

 
- tax effect 19 (14) 23

(171) (382)

Current portion of “Other comprehensive income/(expenses)”, 
equity-accounted investees 26 (48)

Total other comprehensive income/(expenses), net of tax (90) (399)

Total comprehensive income/(expenses), attributable to: 184 108

- Owners of the Parent 182 106

- non-controlling interests 2 2

Total comprehensive income/(expenses), attributable 
to Owners of the Parent: 182 106

- from continuing operations 182 106

- from discontinued operations - - 
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Consolidated statement of financial position 

€ millions Notes 31 December 
2017

Of which 
with 

related 
parties

31 December 
2016

Of which 
with 

related 
parties

Intangible assets 9 6,538 6,719

Property, plant and equipment 10 2,233 2,375

Investment property 61 48

Equity investments 11 1,180 1,123

Receivables 12 503  586 1

Deferred tax assets 31 1,067 1,231

Other non-current assets 12 160 102

Non-current assets 11,742 12,184

Inventories 14 4,381 4,014

Contract work in progress 15 2,885 2,541

Trade receivables 16 3,187 569 3,424 667

Income tax receivables 174 162

Loans and receivables 16 157 110 98 40

Other assets 17 608 5 781 4

Cash and cash equivalents 18 1,893 2,167

Current assets 13,285 13,187

Non-current assets held for sale 32 2 14

Total assets 25,029 25,385

Share capital 19 2,491 2,491

Other reserves 1,977 1,866

Equity attributable to the Owners of the Parent  4,468 4,357

Equity attributable to non-controlling interests 16 16

Total equity 4,484 4,373

Loans and borrowings (non-current) 20 3,265 4,011

Employee benefits 22 554 702

Provisions for risks and charges 21 999 1,125

Deferred tax liabilities 31 352 391

Other non-current liabilities 23 1,067 1,155

Non-current liabilities 6,237 7,384

Progress payments and advances from customers 15 7,214 6,457  

Trade payables 24 2,955 73 2,838 76

Loans and borrowings (current) 20 1,417 701 1,267 502

Income tax payables 29 68

Provisions for short-term risks and charges 21 793 792

Other current liabilities 23 1,900 134 2,206 166

Current liabilities 14,308 13,628

Total liabilities 20,545 21,012

Total liabilities and equity 25,029 25,385
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Consolidated statement of cash flows 

€ millions Notes 2017 Of which 
with 

related 
parties

2016 Of which 
with 

related 
parties

Gross cash flows from operating activities 34 1,589 1,691

Change in trade receivables/payables, work in progress/
progress payments and inventories 34 (52) 84 (229) (29)

Change in other operating assets and liabilities and 
provisions for risks and charges 34 (423) (32) (345) (112)

Interest paid (289) (5) (222) 53

Income taxes paid (103) (70)

Cash flows generated from/(used in) operating activities 722 825

Investments in property, plant and equipment and 
intangible assets (483) (391)

Sales of property, plant and equipment and intangible 
assets 3 31

Other investing activities 139 231

Cash flows generated from/(used in) investing activities (341) (129)

Treasury shares purchase - (35)

Bond issue 591 - 

Bond buy back (1,172) - 

Net change in other loans and borrowings 61 146 (237) 90

Dividends paid (81) (4)

Cash flows generated from/(used in) financing activities (601) (276)

Net increase/(decrease) in cash and cash equivalents (220) 420

Exchange-rate differences and other changes (54) (24)

Cash and cash equivalents at 1 January 2,167 1,771

Cash and cash equivalents at 31 December 1,893 2,167
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Consolidated statement of changes in equity

€ millions Share 
capital

Retained 
earnings

Cash-flow 
hedge 

reserve

Revaluation 
reserve of 

defined-benefit 
plans 

Translation 
reserve 

Equity 
attributable 

to Owners 
of the 

Parent 

Non-
controlling 

interests

Total 
equity

1 January 2016 2,522 1,960 (53) (226) 77 4,280 22 4,302

Profit/(Loss) for 
the period - 505 - - - 505 2 507

Other 
comprehensive 
income/(expenses) - - (88) (21) (290) (399) - (399)

Total 
comprehensive 
income/(expenses) - 505 (88) (21) (290) 106 2 108

Dividends resolved - (3) (3)

Repurchase of 
treasury shares 
less shares sold (31) - - - - (31) - (31)

Total transactions 
with Owners of the 
Parent, recognised 
directly in equity (31) - - - - (31) (3) (34)

Other changes - 6 (2) (2) 2 (5) (3)

31 December 2016 2,491 2,471 (141) (249) (215) 4,357 16 4,373

Profit/(Loss) for 
the period - 272 - - - 272 2 274

Other 
comprehensive 
income/(expenses) - - 84 92 (266) (90) - (90)

Total 
comprehensive 
income/(expenses) - 272 84 92 (266) 182 2 184

Dividends resolved - (80) - - - (80) (1) (81)

Repurchase of 
treasury shares 
less shares sold - - - - - - - - 

Total transactions 
with Owners of the 
Parent, recognised 
directly in equity - (80) - - - (80) (1) (81)

Other changes - 9 - (1) 1 9 (1) 8

31 December 2017 2,491 2,672 (57) (158) (480) 4,468 16 4,484
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS AT 31 DECEMBER 
2017 

1. General information
 
Leonardo SpA (hereinafter “the Company”) is a company limited by shares based in Rome 
(Italy), at Piazza Monte Grappa 4, and is listed on the Italian Stock Exchange (FTSE MIB).

The Leonardo Group (hereinafter “the Group”) is a major Italian high technology organisation 
operating in the Helicopters, Electronics, Defence & Security Systems, Aeronautics and Space 
sectors.

2. Form, content and applicable accounting standards
 
In application of EC Regulation 1606/2002 of 19 July 2002 and of Legislative Decree 38 
of 28 February 2005, the consolidated financial statements of the Leonardo Group at 31 
December 2017 were prepared in accordance with the International Financial Reporting 
Standards (IFRS) endorsed by the European Commission, pursuant to EC Regulation 
1606/2002, supplemented by the relevant interpretations (Standing Interpretations 
Committee - SIC and International Financial Reporting Interpretations Committee - IFRIC) 
issued by the International Accounting Standard Board (IASB) and in force at the year-end.

The general principle used in preparing these consolidated financial statements is the 
historical cost method, except for those items that, in accordance with IFRS, are obligatory 
recognised at fair value, as indicated in the valuation criteria of each item.

The consolidated financial statements are composed of the consolidated separate income 
statement, the consolidated statement of comprehensive income, the consolidated 
statement of financial position, the consolidated statement of cash flows, the consolidated 
statement of changes in equity and the related notes to the financial statements. 

Among the options permitted by IAS 1, the Group has chosen to present its balance sheet by 
separating current and non-current items and its income statement by the nature of its costs. 
Instead, the statement of cash flows was prepared using the indirect method. 

The International Financial Reporting Standards (IFRS) used for preparing these consolidated 
financial statements are the same that were used in the preparation of the consolidated 
financial statements at 31 December 2016, except for what indicated below (Note 5). 

All figures are shown in millions of euros unless otherwise indicated.

Preparation of the consolidated financial statements under the going-concern assumption 
required management to make certain estimates. The main areas affected by estimates or 
assumptions of particular importance or that have significant effects on the balances shown 
are described in Note 4.

The consolidated financial statements at 31 December 2017 of the Leonardo Group were 
approved by the Board of Directors on 14 March 2018 that authorised their distribution. 
Publication is scheduled for the same day.

The consolidated financial statements are subject to a statutory audit by KPMG SpA.



Leonardo Annual Financial Report 2017

111

3. Accounting policies adopted  

3.1 Standards and scope of consolidation
The consolidated financial statements include the statements at 31 December 2017 of the 
companies consolidated on a line-by-line basis, which have been prepared in accordance 
with the IFRSs adopted by the Leonardo Group. The consolidated entities and the respective 
shares held either directly or indirectly by the Group are reported in the attachment “Scope of 
consolidation”. 

3.1.1. Subsidiaries 
The entities over which Leonardo exercises a controlling power, either by directly or indirectly 
holding a majority of shares with voting rights or by exercising the right to earn the variable 
profits deriving from its relations with those same entities, impacting on such profits and 
exercising its power on the company, also regardless of the nature of the shareholding, have 
been consolidated on a line-by-line basis. With regard to the activities of the Group in the 
USA, it is noted that some of them are subject to specific governance rules (such as the 
Special Security Agreement and the Proxy Agreement), which were agreed with the Defense 
Security Service (DSS) of the US Department of Defense (in charge of the protection of 
information related to the national security or, however, subject to secrecy restrictions). In 
particular, the Leonardo DRS group is managed through a Proxy Agreement, which provides 
for the appointment by Leonardo US Holding (the parent company of Leonardo DRS) of at 
least 5 US Proxy Holders subject to the approval of the DSS. These 5 Proxy Holders (with 
US nationality and residence, security clearance and independent with respect to Leonardo 
DRS and the Leonardo Group), besides acting as the directors of the company (together 
with 2 Non Proxy Holders appointed by them), are entitled to vote (a prior right of Leonardo 
US Holding) in the context of a trust relationship with the latter on whose basis their activity 
is performed in the interest of the shareholders and of the US national security. The Proxy 
Holders cannot be discharged by the shareholder, except in case of fraud or gross negligence 
or, subject to the approval of the DSS, if their conduct infringes the principle of preservation 
of Leonardo DRS assets and the legitimate interests of the shareholders. Moreover, the 
Proxy Holders are committed to implementing specific governance procedures in order to 
guarantee shareholders their rights with the consent of the DSS and in compliance with the 
restrictions under the Proxy Agreement in relation to “classified” information. The shareholder 
is directly responsible for the decisions on extraordinary transactions, the purchase/disposal 
of assets, the taking over of debts, the granting of guarantees and the transfer of intellectual 
property rights in the context of defense.

Not consolidated on a line-by-line basis are those entities which, because of the dynamics of 
their operations (e.g. consortia without shares and controlling interests in equity consortia 
which, by charging costs to their members, do not have their own financial results and 
the financial statements of which do not, net of intercompany assets and liabilities, have 
material balances) or their current status (e.g. companies that are no longer operational, 
have no assets or personnel, or for which the liquidation process appears to be essentially 
concluded), would be immaterial to the Group’s situation in both quantitative and qualitative 
terms. These holdings have been consolidated using the equity method.

All controlled entities are consolidated at the date on which control was acquired by the 
Group. The entities are removed from the consolidated financial statements at the date on 
which the Group loses control.

Business combinations are recognised using the purchase method where the purchase cost 
is equal to the fair value, at the date of the purchase, of assets sold, of liabilities incurred or 
assumed, as well as the capital instruments, if any, issued by the purchaser. The cost of the 
transaction is allocated recognising assets, liabilities and the identifiable contingent liabilities 
of the acquired company at their related fair value at the purchase date. Any positive 
difference between the cost of the transaction and the fair value at the date of the purchase 
of the assets and liabilities is allocated to goodwill. In the event the process of allocating 
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the purchase price should result in a negative difference, this difference is recorded in the 
income statement.

Additional charges related to the acquisition are recognised in the income statement at the 
date when services are rendered.

In the case of purchase of controlling stakes other than 100% stakes, goodwill is recognised 
only to the extent of the portion attributable to the Group Parent. The value of the non-
controlling interests is determined in proportion to the non-controlling equity investments in 
the identifiable net assets of the acquired company.

In case the business combination is carried out through more than one phase, at the 
moment of the taking over the equity investments previously held are re-measured at their 
fair value and the difference (positive or negative), if any, is recognised in the income 
statement.

In the case of purchase of non-controlling stakes, after control is obtained, the positive 
difference between the acquisition cost and the book value of the non-controlling stakes 
acquired is recorded as a reduction of the net equity of the Group Parent. In the event of 
disposal of stakes while control is retained, the difference between the cashed consideration 
and the book value of the stakes sold is recorded directly as an increase of the net equity, 
without recording in the income statement.

Amounts resulting from transactions with consolidated entities have been eliminated, 
particularly where related to receivables and payables outstanding at the end of the period, 
as well as interest and other income and expenses recorded on the income statements 
of these enterprises. Also eliminated are the net profits or losses posted between the 
consolidated entities along with their related tax adjustments.

The Group consolidated financial statements have been prepared based on the ending 
balances at 31 December.

3.1.2. Jointly controlled entities and other equity investments
Joint arrangements, based on which joint control over an arrangement is assigned to two or 
more parties, are classified as either a Joint Operation (JO) or a Joint Venture (JV), on the 
basis of an analysis of the underlying contractual rights and obligations. In particular, a JV 
is a joint arrangement whereby the parties, whilst holding control over the main strategic 
and financial decisions through voting mechanisms requiring the unanimous consent on 
such decisions, do not hold legally significant rights to the individual assets and liabilities 
of the JV. In this case joint control regards the net assets of the joint ventures. This form 
of control is reflected in the financial statements using the equity method, as described 
below. A Joint Operation is a joint arrangement whereby the parties have rights to the 
assets, and obligations for the liabilities. In this case, individual assets and liabilities and 
the related costs and revenues are recognised in the financial statements of the party to the 
arrangement on the basis of the rights and obligations to each asset and liability, regardless 
of the interest held. After initial recognition, the assets, liabilities and related costs are 
valued in accordance with the reference accounting standards applied to each type of asset/
liability.

The Group’s joint arrangements are all classified as Joint Ventures.

Entities over which significant influence is exercised, which generally corresponds to a 
holding of between 20% (10% if listed) and 50% (equity investments in associates), and Joint 
Ventures (as qualified above) are accounted for using the equity method. When the equity 
method is applied, the value of the investment is in line with shareholders’ equity adjusted, 
when necessary, to reflect the application of IFRSs, and includes the recognition of goodwill 
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(net of impairments) calculated at the time of purchase, and to account for the adjustments 
required by the standards governing the preparation of consolidated financial statements. 
Gains and losses realised among consolidated entities valued at equity and other Group 
entities consolidated on a line-by-line basis, are eliminated. In the event the Group has 
evidence of an impairment loss of the investment, in excess of the amount accounted 
for under the equity method, the Group will proceed with calculating the impairment to 
be recorded in the income statement which is determined as the difference between the 
recoverable amount and the carrying amount of the investment. 

Any value losses in excess of book value are recorded in the provision for risks on equity 
investments, to the extent that there are legal or implicit obligations to cover such losses, 
which are in any case within the limits of the book equity.

The fair value of equity investments, in the event this method applies, is calculated based on 
the bid price of the last trading day of the month for which the IFRS report was prepared, or 
based on financial valuation techniques for not listed instruments.

Investments available for sale, like those acquired with the sole purpose of being disposed 
within the subsequent twelve months, are classified separately within “assets held for sale”, 
applying the recognition criteria described in Note 3.10.4.

3.2 Segment information
In accordance with the compliance model followed, management has adopted operating 
segments that correspond to the business sectors in which the Group operates (Helicopters, 
Electronics, Defence & Security Systems, Aeronautics, Space and Other activities). 

3.3 Currency translation
3.3.1. Identification of the functional currency
The balances of the financial statements of each Group entity are presented in the currency 
of the primary economy in which each enterprise operates (the functional currency). The 
consolidated financial statements for the Leonardo Group have been prepared in euros, 
which is the functional currency of the Group Parent.

3.3.2. Translation of transactions denominated in a foreign currency
Items expressed in a currency other than the functional currency, whether monetary (cash 
and cash equivalents, receivables or payables due in pre-set or measurable amounts, etc.) or 
non-monetary (advances to suppliers of goods and services, goodwill, intangible assets, etc.), 
are initially recognised at the exchange rate prevailing at the date on which the transaction 
takes place. Subsequently, the monetary items are translated into the functional currency 
based on the exchange rate at the reporting date, and any differences resulting from this 
conversion are recognised in the income statement. Non-monetary items continue to be 
carried at the exchange rate on the date of the transaction.

3.3.3. Translation of financial statements expressed in a currency other than the functional 
currency
The rules for translating financial statements expressed in a foreign currency into the 
functional currency (except where the currency is that of a hyper-inflationary economy, a 
situation not applicable to the Group) are as follows:

• the assets and liabilities presented are translated at the end-of-period exchange rate;

• costs and revenues, charges and income presented are translated at the average 
exchange rate for the period in question, or at the exchange rate on the date of the 
transaction in the event this is significantly different from the average rate;

• the translation reserve includes both the exchange-rate differences generated by the 
translation of balances at a rate different from that at the close of the period and those 
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that are generated by the translation of opening equity balances at a rate different 
from that at the close of the period. The translation reserve is reversed to the income 
statement upon the full or partial disposal of the equity investment that results in loss of 
control.

Goodwill and adjustments deriving from the fair value measurement of assets and liabilities 
related to the acquisition of a foreign entity are treated as assets and liabilities of the foreign 
entity and translated at the end-of-period exchange rate.

With reference to data comparability, the year 2017 has been marked by the following 
changes in the euro against the main currencies of interest for the Group.

 31 December 2017 31 December 2016 % Change

average final average final average final

US dollar 1.1293 1.1993 1.1069 1.0541 2.0% 13.8%

Pound sterling 0.8762 0.8872 0.8195 0.8562 6.9% 3.6%

3.4 Intangible assets
Intangible assets are non-monetary items without physical form, but which can be clearly 
identified and generate future economic benefits for the company. They are carried at 
purchase and/or production cost, including directly related expenses allocated to them when 
preparing the asset for operations and net of accumulated amortisation (with the exception 
of intangibles with an indefinite useful life) and any impairments of value. Amortisation begins 
when the asset is available for use and is recognised systematically over its remaining 
useful life. In the period in which the intangible asset is recognised for the first time, the 
amortisation rate applied takes into account the period of actual use of the asset.

3.4.1. Industrial patent and intellectual property rights
Patents and intellectual property rights are carried at acquisition cost net of amortisation 
and accumulated impairment losses. Amortisation begins in the period in which the rights 
acquired are available for use and is calculated based on the shorter of the period of 
expected use and that of ownership of the rights. The useful life changes according to the 
business of the company and its range is between 3 and 15 years.

3.4.2. Concessions, licence and trademarks
This category includes: concessions, i.e. government measures that grant private parties 
the right to exclusive use of public assets or to manage public services under regulated 
conditions; licences that grant the right to use patents or other intangible assets for a 
determinate or determinable period of time; trademarks that establish the origin of the 
products of a given company; and licences for the know-how or software owned by others. 
The costs, including the direct and indirect costs incurred to obtain such rights, can be 
capitalised after receiving title to the rights themselves and are amortised systematically over 
the shorter of the period of expected use and that of ownership of the rights. The useful life 
changes according to the business of the company and its range is between 3 and 15 years.
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3.4.3. Intangible assets acquired as a result of business combinations
The intangible assets acquired as a result of business combinations essentially refer to the 
order backlog and commercial positioning, customer portfolio and software/know-how; they 
are valued during the purchase price allocation. The assets’ useful life changes according to 
the business of the acquired company and ranges as follows:

Years

Order backlog and commercial positioning 7-15

Backlog 10-30

Software/know-how 3

3.4.4. Goodwill
Goodwill recognised as an intangible asset is associated with business combinations and 
represents the difference between the cost incurred to acquire a company or division and 
the sum of the fair values assigned at the purchase date, to the individual assets and 
liabilities of the given company or division. As it does not have a definite useful life, goodwill 
is not systematically amortised but is subject to impairment tests conducted at least once 
a year, according to a specific procedure approved each year by the Board of Directors, 
unless market and operational factors identified by the Group indicate that an impairment 
test is also necessary in the preparation of interim financial statements. In conducting an 
impairment test, goodwill acquired in a business combination is allocated to the individual 
Cash Generating Unit (CGU) or to groups of CGUs that are expected to benefit from the 
synergies of the combination, in line with the minimum level at which such goodwill is 
monitored within the Group. Goodwill related to unconsolidated associates, Joint Ventures or 
subsidiaries is included in the value of investments.

3.5 Property, plant and equipment
Property, plant and equipment is measured at purchase or production cost net of 
accumulated depreciation and any impairment losses. The cost includes all direct costs 
incurred to prepare the assets for use, as well as any charges for dismantlement and 
disposal that will be incurred to return the site to its original condition. 

Charges incurred for routine and/or cyclical maintenance and repairs are expensed in full 
in the period in which they are incurred. Costs related to the expansion, modernisation or 
improvement of owned or leased structural assets are only capitalised to the extent that 
such costs meet the requirements for being classified separately as an asset or part of an 
asset. Any public grants related to property, plant and equipment are recognised as a direct 
deduction from the asset to which they refer.

The value of an asset is adjusted by systematic depreciation calculated based on the 
residual useful life of the asset itself. In the period in which the asset is recognised for the 
first time, the depreciation rate applied takes into account the date in which the asset is 
ready for use. The estimated useful lives adopted by the Group for the various asset classes 
are as follows:

Years

Land indefinite useful life

Buildings 20-33

Plant and machinery 5-10

Equipment 3-5

Other assets 5-8
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The estimated useful life and the residual value are revised at least annually.

Depreciation ends when the asset is sold or reclassified as an asset held for sale.

In the event the asset to be depreciated is composed of significant distinct elements with 
useful lives that are different from those of the other constituent parts, each individual part 
that makes up the asset is depreciated separately, in application of the component approach 
to depreciation. 

This item also includes equipment intended for specific programmes (tooling), although it is 
depreciated, as with other non-recurring costs (Note 4.2), on the basis of units manufactured 
in relation to those expected to be produced.

The gains and losses from the sale of assets or groups of assets are calculated by 
comparing the sales price with the related net book value.

3.6 Investment properties
Properties held to earn rentals or for capital appreciation are carried under “investment 
properties”; they are valued at purchase or construction cost plus any related charges, net of 
accumulated depreciation and impairment, if any.

3.7 Impairment of intangible assets and property, plant and equipment
Assets with indefinite useful lives are not depreciated or amortised, but are rather subject 
to impairment tests at least once a year to ascertain the recoverability of their book value. 
The test is carried out at each interim reporting date as well, when there are internal and/or 
external indicators that an asset may be impaired.

For assets that are depreciated or amortised, an assessment is made to determine whether 
there is any internal or external indication of a loss in value. If so, the recoverable value of 
the asset is estimated, with any excess being recognised in the income statement. 

The recoverable value of an asset is the higher of its fair value less costs to sell and its 
value in use calculated on the basis of a model of discounted cash flows. The discount rate 
encompasses the risks peculiar to the asset which have not been considered in the expected 
cash flows. 

Assets which do not generate independent cash flows are tested as Cash Generating Units.

If the reasons for such write-downs should cease to obtain, the asset’s book value 
is restored within the limits of the book value that would have resulted if no loss was 
recognised due to previous years’ loss of value. The write-back is also taken to the income 
statement. Under no circumstances, however, is the value of goodwill that has been written 
down restored to its previous level.

3.8 Inventories
Inventories are recorded at the lower of cost, calculated with reference to the weighted 
average cost, and net realisable value. They do not include financial costs and overheads. 
The net realisable value is the sales price in the course of normal operations net of 
estimated costs to finish the goods and those needed to make the sale. 

3.9 Contract work in progress
Work in progress is recognised on the basis of progress (or percentage of completion), 
whereby costs, revenues and margins are recognised based on the progress of production. 
The state of completion is determined on the basis of the ratio between costs incurred at 
the measurement date and the total expected costs for the programme or based on the 
productions units delivered.
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The valuation reflects the best estimate of the schedules prepared at the balance sheet date. 
The assumptions upon which the estimates are made are periodically updated. Any impact on 
profit or loss is recognised in the period in which the updates are made. 

In the event the completion of a contract is expected to result in a loss at the gross margin 
level, the loss is recognised in its entirety in the period in which it becomes reasonably 
foreseeable under “other operating expenses”. Vice versa, the reversal of such allocations is 
recognised under “other operating income”, if not referable to external costs, against which 
the provision for final losses is used.

Contract work in progress is recorded net of any write-downs of the losses to complete on 
orders, as well as pre-payments and advances related to the contract being performed.

This analysis is carried out contract by contract: in the event of positive differences (where 
the value of work in progress is greater than total pre-payments), the difference is recorded 
as an asset; negative differences, on the other hand, are recorded as a liability under 
“progress payments and advances from customers”. If it has not been collected at the 
date of preparation of the annual or interim accounts, the amount recorded among advance 
payments will have a directly contra-item in trade receivables.

Contracts with payments in a currency other than the functional currency (the euro for 
the Group) are measured by converting the portion of payments due, calculated using the 
percentage-of-completion method, at the exchange rate prevailing at the close of the period 
in question. However, the Group’s policy for exchange-rate risk calls for all contracts in 
which cash inflows and outflows are significantly exposed to exchange-rate fluctuations to be 
hedged specifically. In such cases, the recognition methods described in Note 4.3 below are 
applied.

3.10 Receivables and financial assets  
The Group classifies its financial assets into the following categories:

• financial assets at fair value through profit or loss;

• loans and receivables;

• financial assets held to maturity;

• financial assets available for sale.

Management classifies assets at the time they are first recognised. 

3.10.1. Financial assets at fair value through profit or loss
This category includes financial assets acquired for the purpose of short-term trading 
transactions, derivatives, which are discussed in the next section, as well as assets 
designated as such upon initial recognition. The fair value of these instruments is determined 
with reference to their end-of-period bid price. For unlisted instruments, the fair value is 
calculated using commonly adopted valuation techniques. Changes in the fair value of 
instruments in this category are recognised immediately in the income statement.

The classification of assets as current or non-current reflects management expectations 
regarding their trading. Current assets include those that are planned to be sold within 12 
months or those designated as held for trading purposes.

3.10.2. Loans and receivables
This category includes non-derivative financial assets with fixed or determinable payments 
that are not quoted on an active market. They are initially measured at fair value and 
subsequently at their amortised cost using the effective interest method. Should objective 
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evidence of impairment emerge, the value of the asset is reduced to the value obtained 
by discounting the expected cash flows from the asset: the impairment losses calculated 
through impairment test are recognised in the income statement. If the reasons for the 
write-down should cease to obtain in future periods, the value of the asset is restored up 
to the amortised cost value it would have if no impairment had been recognised. Loans and 
receivables are posted under current assets except for the portion falling due beyond 12 
months, which is carried under non-current assets.

3.10.3. Financial assets held to maturity
These are non-derivative assets, valued at amortised cost and with fixed maturities, that the 
Group has the intention and ability to hold to maturity. Those maturing within 12 months are 
carried under current assets. Should objective evidence of impairment emerge, the value 
of the asset is reduced to the value obtained by discounting the expected cash flows from 
the asset: the impairment losses, calculated through impairment test, are recognised in 
the income statement. If the reasons for the write-down should cease to obtain in future 
periods, the value of the asset is restored up to the amortised cost value it would have if no 
impairment had been recognised.

3.10.4. Financial assets available for sale
This category encompasses non-derivative financial assets specifically designated as 
available for sale or not classified in any of the previous items. They are recognised at fair 
value, which is calculated with reference to their market price at the reporting date or using 
financial valuation techniques and models. Changes in value are recognised in a specific 
equity item (“reserve for assets available for sale”). The reserve is taken to the income 
statement only when the financial asset is effectively sold or, in cases of a loss of value, 
when it becomes evident that the significant and prolonged impairment in value already 
recognised in equity is unrecoverable. Classification as current or non-current depends on the 
intentions of management and the effective marketability of the security itself. Assets that 
are expected to be sold within 12 months are carried under current assets.

Should objective evidence of impairment emerge, the value of the asset is reduced to the 
value obtained by discounting the expected cash flows from the asset; reductions in value 
previously recognised in equity are reversed to profit or loss. If the reasons for the write-down 
should cease to obtain, the value of the asset is restored, applicable only to debt financial 
instruments.

3.11 Derivatives
Derivatives are still regarded as assets held for trading and stated at fair value through profit 
or loss unless they are deemed effective hedge for a specific risk in respect of underlying 
assets, liabilities or commitments undertaken by the Group.

In particular, the Group uses derivatives as part of its hedging strategies to offset the risk 
of changes in the fair value of financial assets or liabilities on its balance sheet or the risk 
associated with contractual commitments (fair-value hedges) and the risk of changes in 
expected cash flows in contractually defined or highly probable operations (cash-flow hedges). 
For details regarding the methodology for recognising hedges of the exchange-rate risk on 
long-term contracts, see Note 4.3.

The effectiveness of hedges is documented and tested both at the start of the operation 
and periodically thereafter (at least every time an annual or interim report is published) and 
measured by comparing changes in the fair value of the hedging instrument against changes 
in the hedged item (“dollar offset ratio”). For more complex instruments, the measurement 
involves statistical analysis based on the variation of the risk.
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3.11.1.  Fair-value hedges
Changes in the fair value of derivatives that have been designated and qualify as fair-value 
hedges are recognised in profit or loss, in the same manner as the treatment of changes in 
the fair value of the hedged assets or liabilities that are attributable to the risk that has been 
covered with the hedge.

3.11.2.  Cash-flow hedges
Changes in the fair value of derivatives that have been designated and qualify as cash-
flow hedges are recognised – with reference to the “effective” component of the hedge 
only – in the statement of comprehensive income through a specific equity reserve (“cash-
flow hedge reserve”), which is subsequently recognised in the income statement when the 
underlying transaction affects profit or loss. Changes in fair value attributable to the non-
effective component are immediately recognised in the income statement for the period. 
If the occurrence of the underlying operation ceases to be highly probable, the relevant 
portion of the cash-flow hedge reserve is immediately recognised in the income statement. 
If the derivative is sold, expires or ceases to function as an effective hedge against the risk 
for which it was originated, the relevant portion of the “cash-flow hedge reserve” is kept 
recognised until the underlying contract shows its effect. The recognition of the cash-flow 
hedge is discontinued prospectively.

3.11.3. Determining fair value
The fair value of instruments quoted on public markets is determined with reference to the 
bid price for the instrument in question at the reference date. The fair value of unquoted 
instruments is determined with financial valuation techniques. Specifically, the fair value of 
interest-rate swaps is measured by discounting the expected cash flows, while the fair value 
of foreign exchange forwards is determined on the basis of the market exchange rate at the 
reference date and the expected rate differentials among the currencies involved.

Financial assets and liabilities valued at fair value are classified in the three hierarchical 
levels described below, on the basis of the materiality of inputs used in the fair value 
measurement. In particular:

• Level 1: financial assets and liabilities whose fair value is determined on the basis of 
the unadjusted quoted prices in an active market for identical assets and liabilities that 
Leonardo can access at the measurement date;

• Level 2: financial assets and liabilities whose fair value is determined on the basis of 
inputs other than the quoted prices as in Level 1, that are directly or indirectly observable;

• Level 3: financial assets and liabilities whose fair value is determined on the basis of 
unobservable inputs. 

3.12 Cash and cash equivalents
The item includes cash, deposits with banks or other institutions providing current account 
services, post office accounts and other cash equivalents, as well as investments maturing 
in less than three months from the date of acquisition. Cash and cash equivalents are 
recognised at their fair value, which normally coincides with their nominal value.

3.13 Equity
3.13.1. Share capital
Share capital consists of the capital subscribed and paid up by the Group Parent. Costs 
directly associated with the issue of shares are recognised as a decrease in share capital 
when they are directly attributable to capital operations, net of the deferred tax effect.
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3.13.2. Treasury shares
Treasury shares are recognised as a decrease in Group shareholders’ equity. Gains or losses 
realised in the acquisition, sale, issue or cancellation of treasury shares are recognised 
directly in shareholders’ equity.

3.14 Payables and other financial liabilities
Payables and other financial liabilities are initially recognised at fair value net of transaction 
costs. They are subsequently valued at their amortised cost using the effective interest-rate 
method. 

Payables and other liabilities are defined as current liabilities unless the Group has the 
contractual right to settle its debts at least 12 months after the date of the annual or interim 
financial statements.

3.15 Taxation 
The Group’s tax burden is made up of current and deferred taxes. If these taxes are related 
to income and expenses recognised in equity in the statement of comprehensive income, a 
balancing entry is recorded under the same item.

Current taxes are calculated in accordance with the existing fiscal legislation applicable to 
those countries in which the Group operates and in force at the balance sheet date. Any risks 
connected with a different interpretation of the positive and negative components of income, 
together with ongoing disputes with the tax authorities, are regularly assessed, in order to 
adjust the provisions made.

Deferred tax assets and liabilities are calculated based on temporary differences arising 
between the carrying amounts of assets and liabilities and their value for tax purposes, as 
well as on fiscal losses. Deferred tax assets and liabilities are calculated by applying the tax 
rate that is expected to be in force at the time the temporary differences will be reversed. The 
estimation is made based on tax laws in effect or substantially in effect at the reporting date. 
Deferred tax assets, including those deriving from tax losses, are recognised to the extent 
that, based on the company plans approved by the directors, it is probable the company will 
post future taxable income in respect of which such assets can be utilised.

3.16 Employee benefit obligations
3.16.1. Post-employment benefit plans
Group companies use several types of pension and supplementary benefit plans, which can 
be classified as follows:

• defined-contribution plans in which the company pays fixed amounts to a distinct entity 
(e.g. a fund) but has no legal or constructive obligation to make further payments if the 
fund does not have sufficient assets to pay the benefits accrued by employees during their 
period of employment with the company. The company recognises the contributions to the 
plan only when employees rendered their services to the company specifically in exchange 
for these contributions;

• defined-benefit plans in which the company undertakes to provide agreed benefits for 
current and former employees and incur the actuarial and investment risks associated 
with the plan. The cost of the plan is therefore not determined by the amount of the 
contributions payable in the financial period but, rather, is redetermined with reference to 
demographic and statistical assumptions and wage trends. The methodology used is the 
projected unit credit method. Accordingly, the Group recognises a liability for the same 
amount arising from the actuarial estimation, and recognises actuarial gains and losses 
in the period in which they occur in the statement of comprehensive income through a 
special equity reserve (“remeasurement reserve”). To determine the amount to be entered 
in the balance sheet, the fair value of the plan assets is deducted from the current value 
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of the obligation for the defined-benefit plans. This fair value is calculated using the 
interest rate adopted for discounting back the obligation.

3.16.2. Other long-term benefits and post-employment benefits
Group companies grant employees with other benefits (such as seniority bonuses after a 
given period of service with the company) that, in some cases, continue to be provided after 
retirement (for example, medical care). These receive the same accounting treatment as 
defined-benefit plans, using the projected unit credit method. However for “other long-term 
benefits” net actuarial gains and losses are both recognised to profit or loss immediately and 
in full as they occur.

3.16.3. Benefits payable for the termination of employment and incentive plans
Termination benefits are recognised as liabilities and expenses when the enterprise 
is demonstrably committed to terminating the employment of an employee or group of 
employees before the normal retirement date or to providing termination benefits as a 
result of an offer made in order to encourage voluntary redundancy. The benefits payable to 
employees for the termination of employment do not bring any future economic benefit to the 
enterprise and are therefore recognised immediately as expenses.

3.16.4. Equity compensation benefits 
In case the Group uses stock-option and stock-grant plans to compensate the senior 
management, the theoretical benefit attributable to the recipients is charged to the income 
statement in the financial periods for which the plan is operative with a contra-item in an 
equity reserve. The benefit is quantified by measuring at the assignment date the fair value 
of the assigned instrument, using financial valuation techniques that take account of market 
conditions and, at the date of each annual report, an updated estimate of the number of 
instruments expected to be distributed. Vice versa, the fair value initially calculated is not 
updated in the subsequent recognitions.

3.17 Provisions for risks and charges
Provisions for risks and charges are recognised when, at the reporting date, the entity has a 
present obligation (legal or constructive) to other parties as a result of a past event, and it is 
probable that, in order to settle the obligation, whose amount can be reliably estimated, an 
outflow of resources will be required.

This amount reflects the best current estimate of the cost of fulfilling the obligation. The 
interest rate used to determine the present value of the liability reflects current market rates 
and includes the additional effects relating to the specific risk associated with each liability. 
Changes in the estimates are recognised in the income statement of the year in which the 
change occurs. With regard to some disputes, the information required by IAS 37 “Provisions, 
contingent liabilities and contingent assets” is not reported, in order to not jeopardize the 
Group position in the context of such disputes or negotiations.

Risks for which the emergence of a liability is merely a possibility are reported in the section 
in the notes on commitments and risks and no provision is recognised.

3.18  Leases
3.18.1. Group entities as lessees in a finance lease
At the date on which a lease is first recognised, the lessee records a non-current tangible 
asset and a financial liability at the lower of the fair value of the asset and the present value 
of the minimum lease payments at the date of the inception of the lease, using the implicit 
interest rate in the lease or the incremental borrowing rate. Subsequently, an amount equal 
to the depreciation expense for the asset and the finance charge separated from principal 
component of the lease payment made in the period is recognised in the income statement. 
Depreciation periods are indicated in Note 3.5.
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3.18.2. Group entities as lessors in a finance lease
At the date on which a lease is first recognised, the value of the leased asset is 
eliminated from the balance sheet and a receivable equal to the net investment in the 
lease is recognised. The net investment is the sum of the minimum payments plus the 
residual unguaranteed value discounted at the interest rate implicit in the lease contract. 
Subsequently, financial income is recognised in the income statement for the duration of 
the contract in an amount providing a constant periodic rate of return on the lessor’s net 
investment.

The unsecured residual value is reviewed periodically for possible impairment.

3.18.3. Operating leases
Receipts and payments in respect of contracts qualifying as operating leases are recognised 
in the income statement over the duration of the contract on a straight-line basis. 

3.19 Revenues
Revenues are recognised at the fair value of the amount received, inclusive of volume 
discounts and reductions. Revenues also include the amount of consideration accrued in 
respect of invoices issued and to be issued (revenues from sales and services) as well as 
the portion of work performed for which there are not yet the conditions for billing (changes 
in work in process, the accounting policies for which reference is made to Note 3.9). For a 
description of the estimates related to the evaluation process of the long-term contracts, 
reference should be made to Note 4.4. Revenues generated from the sale of goods are 
recognised when the enterprise has transferred to the buyer substantially all of the significant 
risks and rewards of ownership of the goods, which, in many cases, will coincide with the 
transfer of title or possession to the buyer, and when the value of the revenues can be 
reliably determined. 

Revenues from services are recognised on a percentage-of-completion method when they can 
be reliably estimated.

3.20 Government grants
Once formal authorisation for their assignment has been issued, grants are recognised on 
an accruals basis in direct correlation with the costs incurred. Specifically, set-up grants are 
taken to the income statement in direct relation to the depreciation of the relevant goods or 
projects, and are recognised as a direct reduction in the value of the depreciation expense. 
In balance sheet, grants are recognised as a direct reduction of the related assets, for the 
amount not yet recognised to profit or loss. For the analysis of the aspects related to grants 
under Law 808/1985, reference should be made to Note 4.2.

3.21 Costs
Costs are recorded in compliance with the accrual principle.

3.22 Financial income and expenses
Interest is recognised on an accruals basis using the effective interest-rate method, i.e. the 
interest rate that results in the financial equivalence of all inflows and outflows (including any 
premiums, discounts, commissions, etc.) that make up a given operation.

Financial expenses attributable to the acquisition, construction or production of certain 
assets taking a substantial period of time to get ready for their intended use or sale 
(qualifying assets) are capitalised together with the related asset.

3.23 Dividends
Dividends are recognised in the income statement as soon as shareholders obtain the 
right to receive payment, which is normally when the Shareholders’ Meeting approves the 
distribution of dividends.
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Dividends distributed to Leonardo shareholders are reported as a change in the 
shareholders’ equity and are recognised as liabilities for the period in which their distribution 
is approved by the Shareholders’ Meeting. 

3.24 Discontinued operations and non-current assets held for sale 
Non-current assets (or disposal groups) whose carrying amount will be recovered principally 
through a sale transaction, rather than through continuing use, are classified as held for 
sale and presented separately in the statement of financial position. For this to be the case, 
the asset (or disposal group) must be available for immediate sale in its present condition 
subject only to terms that are usual and customary for sales of such assets (or disposal 
groups) and its sale must be highly probable within one year. If these conditions are met 
after the year-end, the non-current asset (or disposal group) is not classified as held for sale. 
However, if these conditions are met after the year-end but before the financial statements 
are approved for publication, appropriate information is provided in the explanatory notes 
thereto.

Non-current assets (or disposal groups) classified as held for sale are measured at the lower 
of carrying amount and fair value less costs to sell; the corresponding values of the prior-year 
balance sheet are not reclassified.

A discontinued operation is a component of an entity that either has been disposed of, or is 
classified as held for sale, and:

• represents a separate major line of business or geographical area of operations; 

• is part of a single co-ordinated plan to dispose of a separate major line of business or 
geographical area of operations; or

• is a subsidiary acquired exclusively with a view to resale.

The results of discontinued operations – whether they have been disposed of or classified 
as held for sale or under disposal – are presented separately in the income statement, less 
tax effects. The corresponding values of the prior year, if any, are reclassified and shown 
separately in the income statement, for comparative purposes, net of tax effect.
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3.25 New IFRS and IFRIC interpretations
At the date of preparation of this report, the European Commission has endorsed certain 
standards and interpretations that are not compulsory which will be applied by the Group in 
the following financial periods. The main amendments and potential effects for the Group are 
summarised below:

IFRS - IFRIC Interpretation Effects for the Group

IFRS 9 Financial 
instruments

The standard significantly amends the accounting treatment of financial instruments and 
will replace IAS 39. 

More specifically, IFRS 9 introduces a new classification for financial instruments based 
on the characteristics of the entity’s business model and cash flows and provides for 
the application of a structured impairment model for financial assets based on lifetime 
expected credit losses. It also introduces new general hedge accounting criteria which 
enable a more flexible and integrated approach to risk management.

At present this standard can be applied starting from 1 January 2018, except for the 
provisions regarding hedge accounting (for which a subsequent application is permitted); in 
respect of the latter it is possible not to apply the new provisions until the IASB concludes 
the macro-hedging project still underway. 

Considering the type of financial assets and liabilities of the Group, at the current stage of 
analysis we antcipate no particular criticalities arising from the new classification model of 
financial instruments. 

Overall, we consider that at the current stage of analysis the impact deriving from the 
adoption of IFRS 9, which is still under examination, has no significant effect on the main 
Group performance indicators. 

In particular, the following impact areas have been identified:

• treatment of the premium in points of hedging derivative instruments: the standard 
allows to accumulate the related economic effects in a reserve in equity pending the 
closing of the derivative that coincides with the moment in which the underlying hedged 
item is recognised in profit or loss (this alternative is under evaluation);

• definition of a new model of impairment of receivables (the other assets of the Group 
are not impacted by this amendment). In this respect, the Group is defining more 
suitable operating methods in order to come to an appropriate model, which takes into 
account the specific characteristics the Group’s customer base. It is therefore believed 
that, beside the impacts that will obtain upon the transition to equity and that will be 
determined in the early months of 2018, this amendment has no significant impacts on 
the Group’s KPIs.

The Group will apply this standard as from 1 January 2018. 
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IFRS - IFRIC Interpretation Effects for the Group

IFRS 15 Revenue from 
contracts with 
customers

The standard replaces the previous IAS 11 and IAS 18 under which the financial 
statements at 31 December 2017 are prepared. This standard redefines how to account 
for revenue and requires additional disclosures.

The new revenue recognition model provides that, as a general rule, revenue is recognised 
when the control of goods and services is transferred to customers in place of the previous 
transfer of “risks and rewards”. Considering the effective date of this new standard (1 
January 2018), the Group has launched a complex project to review the main contract 
types in order to determine the effects of the new standard and new rules of revenue 
recognition to be applied beginning from 2018.

Given the high complexity of the analysis, the activity is still underway. However, at the 
current stage of analyses we can conclude that, subject to the conclusion of such analysis, 
the impact on the Group’s main indicators is not material in size. As highlighted in 
paragraph “Effects of the new IFRS 15 accounting standard ‘Revenue Recognition’” of the 
Report on Operations, a preliminary estimate of the impact on revenue with reference to FY 
2017 is about 2% (in terms of higher revenue), while that relating to EBITA is slightly higher 
than 1%. Overall, the transition to the new standard is likely to result, as analyses stand 
now, in a reduction in consolidated equity of approximately 5%.

The main impact areas deriving from the application of the new standard are:

• introduction of new criteria for revenue recognition during the execution of the contract; 
if those criteria are not met, then revenue is recognised solely at the completion of the 
contract. This required a review of the contracts, which are normally medium/long term. 
Such analysis highlighted the necessity to change the revenue and margin recognition 
methods in relation to certain contracts (passing from the previous recognition of the 
margins of certain contracts “over time” to “at a point in time” and vice versa);

• new specific requirements to establish if goods and services of a series of supplies 
have to be recognised as a single performance obligation or as a separate performance 
obligation. In respect of certain contracts entered into by the Group it was necessary 
to unbundle the contracts into two or more performance obligations, with consequent 
effects on the remeasurement of the margins;

• new criteria on contract cost recognition;

• more defined criteria to be applied to mass productions with the consequent 
remeasurement of the margins of this kind of productions;

• new and in-depth additional qualitative and quantitative information to disclose.

The Group will apply this standard as from 1 January 2018 with a restatement of the 2017 
accounting balances for comparative purposes.  

IFRS - IFRIC Interpretation Effects for the Group

IFRS 16 Leases This standard redefines the recognition methods for operating leases in the lessee’s 
financial statements requiring a single lessee accounting method for all types of leases. 
A lessee is required to recognise in its financial statements tangible leased assets and a 
lease liability in respect of future lease payments.

The Group will apply this standard as from 1 January 2019 and has started a project aimed 
to precisely determine the impact deriving from the new standard. Existing commitments on 
lease contracts according to the current accounting rules are provided in Note 25.

There are a number of standards or amendments to existing principles issued by the IASB or 
new interpretations of the International Financial Reporting Interpretations Committee (IFRIC) 
for which the revision and approval project is still under way. 
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4. Significant issues and critical estimates by management 

4.1 Research and development costs
This account includes costs related to the application of the results of research or other 
knowledge in a plan or a project for the production of materials, devices, processes, systems 
or services that are new or significantly advanced (including higher set-up costs incurred 
compared to the costs of the asset once fully operating), prior to the start of commercial 
production or use, for which the generation of future economic benefits can be demonstrated. 
These costs are amortised according to the units-of-production method, over the period in 
which the future earnings are expected to be realised for the project itself. The useful life 
changes according to the business of the company and it exceeds 5 years on average. 
If such costs fall within the scope of costs defined by Group standards as “non-recurring 
costs”, they are recognised in a specific item under intangible assets (Note 4.2). 

The initial recognition and subsequent assessment of their recoverability through impairment 
testing require complex estimates by management which are influenced by a number of 
factors, such as the time-line of the product business plans and the company’s ability to 
anticipate the commercial success of the new technologies. 

Research costs, on the other hand, are expensed in the period in which they are incurred.

4.2 Non-recurring costs
The Group discloses as “non-recurring costs” under intangible assets the costs incurred 
in designing, prototyping, starting-up and upgrading to the technical and functional 
specifications of clearly identified potential clients – including higher set-up costs compared 
to costs for the asset once fully operating – if they are financed, in particular under Law 
808/1985 governing State aids to support the competitiveness of entities operating in the 
Aeronautics and Defence segments. These costs are shown excluding the benefits collected 
or to be collected under Law 808/1985 for programmes qualified as functional to national 
security and similar. The aid under Law 808/1985 is deducted from capitalised costs, and 
the royalties to be given to the grantor are recognised as the requirements are met (sale of 
products embedding the technology for which the Law permits aids). For the programmes 
other than national security programmes, the funds received are recognised as “other 
liabilities”, making a distinction between the current portion and the non-current portion, 
based on the date of repayment. In both cases, non-recurring costs are carried among 
intangible assets and are amortised within job orders on the units-of-production method. 

These costs are tested for impairment at least once a year until development is complete; 
after that, as soon as contract prospects change, when expected orders are no longer made 
or delayed. The impairment test is conducted on assumed sales plans, which in general are 
made for a period greater than 5 years, in light of the particularly long life of products under 
development.

The initial recognition and subsequent assessment of the recoverability of these costs 
require estimates, which are by their own nature complex and marked by a high level of 
uncertainty as they are influenced by a number of factors, such as the time-line of the product 
business plans and the company’s ability to anticipate the commercial success of the new 
technologies. These estimates therefore imply significant assessments by management 
which take into account the reasonable certainty that funds are received and the effects of 
time value in the case of deferment over more than one year of the granting of funds. 

In the case of programmes that benefit from the provisions of Law 808/1985 and that are 
classified as functional to national security, the portion of non-recurring costs capitalised, 
pending the fulfilment of the legal requirements for the recognition of the amount receivable 
from the Ministry, is shown separately under “other non-current assets”. The related amount 
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is calculated based on an estimate made by management that reflects the reasonable 
certainty that funds are received and the effects of time value in the case of deferment over 
more than one year of the granting of funds. 

4.3 Hedging long-term contracts against foreign exchange risk
In order to hedge exposure to changes in flows of receipts and payments associated with 
long-term construction contracts denominated in currencies other than the functional 
currency, the Group enters into specific hedges for the expected individual cash flows 
in respect of the contracts. The hedges are entered into at the moment the commercial 
contracts are finalised, except where the award of the contracts is felt to be highly likely as 
a result of existing framework contracts. Exchange-rate risk is normally hedged with plain 
vanilla instruments (forward contracts); in some cases, however, in order to protect the 
Group against the persistent adverse trend in the US dollar, the Group has entered into more 
highly structured operations that, while substantively hedging the positions, do not qualify 
for hedge accounting under IAS 39. In these cases, as in all cases where hedges prove to 
be ineffective, changes in the fair value of such instruments are taken immediately to the 
income statement as financial items, while the underlying is valued as if it were exposed 
to exchange-rate variations. The effects of this recognition policy are reported in Note 30. 
Hedges in the former case are reported as cash-flow hedges, considering as ineffective the 
part relating to the premium or discount in the case of forwards or the time value in the case 
of options, which is recognised under financial items.

4.4 Estimate of revenues and final costs of long- term contracts
The Group operates in sectors and with contractual arrangements that are especially 
complex. They are recognised on a percentage-of-completion basis. Margins recognised 
in the income statement are a function of both the state of progress on contracts and the 
margins that are expected to be recognised for the completed contract. Estimating the 
expected overall costs of contracts in progress is marked by a high degree of uncertainty 
as they can be influenced by a number of factors such as the engineering complexity of the 
products, the ability to precisely fulfil specific technical requests made by customers and to 
meet the manufacturing time-frame provided for in the contract. Moreover, failure to comply 
with contractual terms and conditions such as the delivery times and the non-compliance 
of products and services with customers’ specific requests may imply penalties and extra-
costs of a remarkable amount to be considered in estimating total costs. In order to enhance 
support for management’s estimates, the Group has adopted contract management and 
risk analysis tools designed to identify, monitor and quantify the risks associated with such 
contracts. The amounts posted in the financial statements represent management’s best 
estimate at the reporting date supported by said tools.

4.5 Liabilities from defined-benefit pension plans
The Group is sponsor to two UK defined-benefit pension plans and to various US and other 
minor European plans. It has the obligation to ensure a given level of benefits to the plan 
participants and carries the risk that the plan assets are not adequate to cover the benefits 
promised. In case these plans are in a deficit position, the trustee responsible for the 
management requests the Group to fund the plan.

The deficit resulting from the most updated actuarial valuations made by independent experts 
is recognised as a liability. It should be noted that these valuations stem from actuarial, 
demographic, statistical and financial assumptions that can vary over time.

4.6 Impairment of assets
Group assets are tested for impairment at least annually if their lives are indefinite, or more 
often if there are indications of impairment. Similarly, impairment tests are conducted on all 
the assets showing signs of impairment, even if the amortisation already commenced.
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The recoverable amount is generally based on the value in use calculated according to the 
Discounted Cash-Flow method, which is characterised by a high level of complexity and the 
use of estimates, which are by their nature uncertain and subjective in relation with the 
expected cash flows and the financial parameters used to determine the discount rate.

For these valuations, the Group uses the estimated cash flows based on the plans that 
have been approved by corporate bodies and financial parameters that are in line with those 
resulting from the current performance of reference markets. 

Details about the methods for the calculation of the impairment tests are reported in Note 9.

4.7 Disputes
The Group’s operations regard sectors and markets where many disputes, both as petitioner 
and plaintiff, are settled only after a considerable period of time, especially in cases where 
the customer is a Government entity. In case management deems it probable that following 
the litigation an outflow of resources, whose amount can be reliably estimated, will be 
required, this amount that has been discounted in order to consider the timeline for the 
disbursement is included in the risk provision. The estimate for the developments of these 
disputes is particularly complex and requires significant estimates by the management. 
Disputes where a liability is deemed possible but not probable are shown in the relevant 
informative section on commitments and risks; against such disputes no allocation is made. 

5. Effects of changes in accounting policies adopted
 
Starting from 1 January 2017 the Group has adopted the following amendments without any 
significant effect on this Annual Financial Report:

• amendment to IAS 12 “Recognition of deferred tax assets for unrealised losses”: this 
amendment clarifies the issue that the existence of deductible temporary differences must 
depend solely on a comparison of the carrying amount of an asset and its tax base at the 
reporting date;

• amendments to IAS 7 “Disclosure initiative”: these amendments consist in the request for 
additional disclosures with reference to changes in liabilities from financing activities.

6. Significant non-recurring events or transactions
 
No non-recurring events or transactions were reported during 2017 or in the comparative 
period. 

7. Significant post-balance sheet events
 
No significant events occurred after the year-end.
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8. Segment reporting
 
In accordance with the compliance model followed, management has adopted operating 
segments that correspond to the business sectors in which the Group operates: Helicopters, 
Electronics, Defence & Security Systems, Aeronautics, Space and Other activities. 

For a more detailed analysis of the main programmes, outlooks and operating indicators for 
each segment, see the Report on Operations. 

The Group assesses the performance of its operating segments and the allocation of its 
financial resources on the basis of revenues and EBITA (see also the section “Non-GAAP 
alternative performance indicators” in the Report on Operations). 

For the purpose of a correct interpretation of the information provided, we note that the 
results of the strategic Joint Ventures have been included within the EBITA of the sectors 
to which these JVs belong; conversely, these sectors do not reflect the relevant share of 
revenues of the JVs.

The results for the operating sectors at 31 December 2017, as compared with those of the 
same period of the previous year, are as follows:

Helicopters Electronics, 
Defence 

& Security 
Systems

Aeronautics Space Other 
activities

Eliminations Total

31 December 2017

Revenues 3,262 5,506 3,107 - 338 (686) 11,527

Inter-segment revenues (*) (6) (423) (3) - (254) 686 - 

Third-party revenues 3,256 5,083 3,104 - 84 - 11,527

EBITA 260 537 324 79 (134) - 1,066

Investments 136 173 127 - 29 - 465

Non-current assets (**) 3,154 3,505 1,435 - 738 - 8,832

Helicopters Electronics, 
Defence 

& Security 
Systems

Aeronautics Space Other 
activities

Eliminations Total

31 December 2016

Revenues 3,639 5,468 3,130 - 327 (562) 12,002

Inter-segment revenues (*) (11) (326) (3) - (222) 562 - 

Third-party revenues 3,628 5,142 3,127 - 105 - 12,002

EBITA 430 558 347 77 (160) - 1,252

Investments 134 191 113 - 36 - 474

Non-current assets (**) 3,187 3,672 1,504 - 779 - 9,142

 
(*) Inter-segment revenues include revenues among Group consolidated undertakings belonging to various business sectors.
(**) The portion of non-current assets relates to intangible assets and property, plant and equipment as well as to investment property.
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The reconciliation of EBITA, EBIT and earnings before income taxes, financial income and 
expense and the share of results of equity-accounted investees for the periods concerned is 
shown below:

Helicopters Electronics, Defence 
& Security Systems

Aeronautics Space Other 
activities

Total

2017

EBITA 260 537 324 79 (134) 1,066

Amortisation of intangible assets 
acquired as part of business 
combinations (9) (89) - - - (98)

Restructuring costs (1) (30) - - (25) (56)

Non-recurring income/(costs) (55) (5) (19) - - (79)

EBIT 195 413 305 79 (159) 833

Equity-accounted strategic JVs - (59) (133) (79) - (271)

Income before tax and financial 
expenses 195 354 172 - (159) 562

Helicopters Electronics, Defence 
& Security Systems

Aeronautics Space Other 
activities

Total

2016

EBITA 430 558 347 77 (160) 1,252

Amortisation of intangible assets 
acquired as part of business 
combinations (9) (88) - - - (97)

Restructuring costs (6) (49) (36) - (11) (102)

Non-recurring income/(costs) (26) (45) - - - (71)

EBIT 389 376 311 77 (171) 982

Equity-accounted strategic JVs - (52) (166) (77) - (295)

Income before tax and financial 
expenses 389 324 145 - (171) 687

Group revenues can also be broken down geographically as follows (based on the customer’s 
home country); non-current assets, as defined above, are allocated on the basis of their 
location:

Revenues  Non-current assets (*)

2017 2016 31 December 2017 31 December 2016

Italy 1,785 2,148 4,641 4,666

United Kingdom 1,335 1,541 1,357 1,441

Rest of Europe 2,910 3,251 845 826

North America 2,976 2,999 1,971 2,196

Rest of the world 2,521 2,063 18 13

11,527 12,002 8,832 9,142

(*) The portion of non-current assets relates to intangible assets and property, plant and equipment as well as to 
investment property.
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9. Intangible assets

Goodwill Development 
costs

Non-
recurring 

costs

Concessions, 
licences and 
trademarks

Acquired 
through 

business 
combinations

Other 
intangible 

assets

Total

1 January 2016

Cost 5,868 1,231 1,913 421 1,246 766 11,445

Amortisation and 
impairment losses (1,880) (711) (476) (97) (658) (613) (4,435)

Carrying amount 3,988 520 1,437 324 588 153 7,010

Investments - 44 160 5 - 23 232

Sales (8) - - - - (1) (9)

Amortisation - (62) (113) (14) (97) (49) (335)

Impairment losses - (3) (13) - - - (16)

Other changes (157) (9) 1 16 (26) 12 (163)

31 December 2016 3,823 490 1,472 331 465 138 6,719

Broken down as follows:

Cost 6,096 1,275 2,073 559 1,326 603 11,932

Amortisation and 
impairment losses (2,273) (785) (601) (228) (861) (465) (5,213)

Carrying amount 3,823 490 1,472 331 465 138 6,719

Investments - 43 195 3 - 13 254

Amortisation - (62) (44) (16) (98) (38) (258)

Impairment losses - (6) - - - - (6)

Increase for business 
combinations 80 - - 1 70 - 151

Other changes (225) (9) 9 (54) (25) (18) (322)

31 December 2017 3,678 456 1,632 265 412 95 6,538

Broken down as follows:

Cost 5,747 1,100 2,078 627 1,283 429 11,264

Amortisation and 
impairment losses (2,069) (644) (446) (362) (871) (334) (4,726)

Carrying amount 3,678 456 1,632 265 412 95 6,538

31 December 2016

Gross value 4,774

Grants 3,302

31 December 2017

Gross value 4,685

Grants 3,053
 
Overall investments were mainly made in the Helicopters (€mil. 98), Aeronautics (€mil. 80) 
and Electronics, Defence & Security Systems (€mil. 73) sectors.

Commitments are in place for the purchase of intangible assets for €mil. 7 (€mil. 5 at 31 
December 2016).
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Goodwill
Goodwill is allocated to the Cash Generating Units (CGUs) or groups of CGUs concerned, 
which are determined with reference to the Group’s organisational, management and control 
structure at the reporting date coinciding, as is known, with the Group’s four business 
segments. 

A summary of goodwill by segment at 31 December 2017 and 2016 is as follows:

31 December 2017 31 December 2016

Helicopters 1,248 1,260

DRS 1,393 1,504

Leonardo Divisions 977 999

Electronics, Defence & 
Security Systems 2,370 2,503

Aeronautics 60 60

3,678 3,823

 
The net decrease compared to 31 December 2016 refers to foreign currency translation 
differences on goodwill denominated in GBP and USD, solely partially offset by the increase 
in the goodwill deriving from the acquisition of Daylight Solutions performed through the 
subsidiary DRS (€mil. 80), as commented in Note 13. Goodwill is subject to impairment 
testing to determine any loss in value. This is done by individual CGU by comparing the 
carrying amount with the greater of the value in use of the CGU and the amount recoverable 
by sale. In practice, the Group has established an operational hierarchy between calculating 
the fair value net of transaction costs and value in use, where the value in use is estimated 
first, and then only after, if it is lower than the carrying value, is the fair value net of 
transaction costs determined. In particular, the value in use is measured by the unlevered 
discounting of the cash flows resulting from the Group’s five-year business plans prepared 
by the management of the CGUs and incorporated into the plan approved by Leonardo’s 
Board of Directors, projected beyond the explicit time horizon covered by the plan according 
to the perpetuity growth method (so-called terminal value), using growth rates (“g-rate”) no 
greater than those forecast for the markets in which the given CGU operates. The cash flows 
used were those provided for in the plans adjusted to exclude the effects of future business 
restructurings, not yet approved, or future investments for improving future performance. 
Specifically, these cash flows are those generated before financial expense and taxes, 
and include investments in capital assets and monetary changes in working capital, while 
excluding cash flows from financial management, extraordinary events or the payment of 
dividends. The related underlying macro-economic assumptions were made on the basis of 
external information sources, where available, while the profitability and growth estimates 
used in the plans were calculated by management based on past experience and expected 
developments in the Group’s markets.

These cash flows are discounted on a weighted-average cost of capital (WACC) basis 
calculated using the Capital Asset Pricing Model method. The following factors were taken 
into account in calculating WACCs:

• the risk-free rate, determined using the 10- and 20-year gross yield of Government bonds 
of the geographic market of the CGU; 

• the market premium, equal to 5.1% in 2017 (5.7% in 2016);

• the sector beta, determined using data pertaining to our major competitors in each sector;

• the cost of debt applicable to the Group;

• the debt/equity ratio, determined using data pertaining to our major competitors in each 
sector.
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The growth rates used to project the CGU’s cash flows beyond the explicit term of the plan 
were estimated by making reference to the growth assumptions of the individual sectors 
in which said CGU operates. These assumptions are based on the internal processing of 
external sources, making reference to a period of time that is usually ten years. The g-rates 
used for the purposes of the impairment test were equal to 2%, consistently with the actions 
taken in previous financial years, even in the presence of higher expected growth rates in 
some sectors. 

The mostly important assumptions for the purposes of estimating the cash flows used in 
determining the value in use are summarised below:

Helicopters Electronics Aeronautics

WACC X X X

g-rate X X X

ROS as per the plan X X X

Flat trend of the Defence budget X X X

In estimating these basic assumptions, the management made reference, in the case of 
external variables, to internal information processed on the basis of external surveys, as well 
as on its knowledge of the markets and of the specific contractual situations.

The following WACCs (after taxes) and (nominal) growth rates were used at 31 December 
2017 and 2016:

31 December 2017 31 December 2016

WACC g-rate WACC g-rate

Helicopters 7.3% 2.0% 7.6% 2.0%

DRS 7.6% 2.0% 7.6% 2.0%

Leonardo Divisions 5.3% 2.0% 5.5% 2.0%

Electronics, Defence & Security Systems

Aeronautics 6.0% 2.0% 5.9% 2.0%

Testing revealed no signs of impairment but showed, on the contrary, significant positive 
margins (headroom) also in relation to DRS, whose goodwill had been significantly impaired 
in 2011 and 2012 as a result of the cuts in the US defence budgets. Such cuts brought 
to lower headroom also in the subsequent periods compared to the other CGUs. At 31 
December 2017, the headroom amount of DRS was considerably higher due to the changed 
macro-economic and industry context in the USA, in addition to the effects of the US fiscal 
reform (which decreased the tax rate from 35% to 21%). The significant decrease in the 
headroom amount of Helicopters reflects, on the contrary, the difficulties of the sector, as 
amply discussed in the Report on Operations. However, as reported below, the sensitivity 
scenarios carried out highlighted that the recoverability of the carrying amount of goodwill of 
this CGU is not a risk based on the assumptions made during the preparation of the budget 
plan, also considering the significant margins achieved by the Division (EBITA equal to €mil. 
260, ROS of 8%) even against a particularly complex market and specific backdrop.

Sensitivity analysis was conducted on the results of the tests, making reference to the 
assumptions for which it is reasonably possible that a change in the same may significantly 
modify the results of the test. The wide positive margins recorded for all operating sectors 
are such that they may not be significantly modified by any changes in the assumptions 
described above. For information purposes, below are reported the results of all the CGUs. 
The table below highlights the headroom in the base scenario, compared with the following 
sensitivity analyses for 2017 and 2016: (i) increase by 50 basis points in the interest rate 
used to discount cash flows across all the CGUs, other conditions being equal; (ii) reduction 
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by 50 basis points in the growth rate used in calculating the terminal value, other conditions 
being equal; (iii) reduction by half point in the operating profitability applied to the terminal 
value, other conditions being equal.

Margin (base case) Margin post sensitivity

WACC g-rate ROS TV

31 December 2017

Helicopters 924 530 597 714

DRS (USD millions) 1,057 782 847 947

Leonardo Divisions 8,429 6,885 7,063 7,997

Electronics, Defence & 
Security Systems

Aeronautics 10,034 9,051 9,180 9,698

Margin (base case) Margin post sensitivity

WACC g-rate ROS TV

31 December 2016

Helicopters 2,544 2,019 2,110 2,529

DRS (USD millions) 305 102 149 104

Leonardo Divisions 6,463 5,272 5,421 5,653

Electronics, Defence & 
Security Systems

Aeronautics 12,178 10,893 11,047 10,601

Other intangible assets
Investments in “development costs” refer in particular to the Electronics, Defence & Security 
Systems (€mil. 28) and Helicopters (€mil. 15) sectors. Investments attributable to “non-
recurring costs” are mainly related to the Helicopters (€mil. 83) and Aeronautics (€mil. 75) 
sectors. As regards programmes that benefit from the provisions of Law 808/198 and that 
are classified as functional to national security, the portion of capitalised non-recurring costs, 
pending the fulfilment of the legal requirements for the classification under receivables, 
is separately disclosed under other non-current assets (Note 12). Receivables for grants 
assessed by the grantor in relation to capitalised costs (shown here net of the related grants) 
are illustrated in Note 27.

Total research and development costs, comprising also “development” and “non-recurring 
costs” just mentioned, are equal to €mil. 1,539, of which €mil. 164 expensed and the 
remainder included in sales contracts or covered by grants.

“Concessions, licences and trademarks” include in particular the value of licenses acquired 
in previous years in the Helicopters segment. With regard to the full acquisition of the AW609 
programme, this value also comprises the estimated variable fees due to Bell Helicopter on 
the basis of the commercial success of the programme (Note 23). The change during the 
period is mainly attributable to the decline in amortisation during the period and the effect of 
foreign exchange transactions.

Intangible assets acquired in the course of business combinations mainly decreased as a 
result of the amortisation and of the foreign exchange-rate effect that were only partly offset 
by the acquisition of Daylight Solutions through subsidiary Leonardo DRS. 
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Below is a breakdown of these assets:

31 December 2017 31 December 2016

Know-how 104 63

Trademarks 46 44

Backlog and commercial positioning 262 358

412 465

 
Specifically, “backlog and commercial positioning” chiefly refers to the portion of the 
purchase price of DRS and the UK component related to the Electronics, Defence & Security 
Systems and Helicopters Divisions allocated to this item during the purchase price allocation. 
The recognition of the effects deriving from the acquisition of Daylight Solutions mainly 
entailed the recording of new technology know-how.

“Other” mainly includes software and intangible assets in progress and advances.
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10. Property, plant and equipment

Land and 
buildings

Plant and 
machinery

Equipment Other 
tangible 

assets

Total

1 January 2016

Cost 1,788 1,586 1,923 1,370 6,667

Amortisation, depreciation and impairment losses (820) (1,094) (1,134) (989) (4,037)

Carrying amount 968 492 789 381 2,630

Investments 8 18 54 123 203

Sales (15) (1) (1) (5) (22)

Depreciation (49) (88) (170) (58) (365)

Impairment losses - (4) - (1) (5)

Other changes 4 52 (12) (110) (66)

31 December 2016 916 469 660 330 2,375

Broken down as follows:

Cost 1,545 1,602 2,080 1,222 6,449

Amortisation, depreciation and impairment losses (629) (1,133) (1,420) (892) (4,074)

Carrying amount 916 469 660 330 2,375

Investments 14 19 39 139 211

Sales - - (2) (1) (3)

Depreciation (48) (86) (119) (53) (306)

Impairment losses (2) (3) (3) (3) (11)

Increase for business combinations 2 - - 3 5

Other changes (2) 27 26 (89) (38)

31 December 2017 880 426 601 326 2,233

Broken down as follows:

Cost 1,542 1,609 2,117 1,240 6,508

Amortisation, depreciation and impairment losses (662) (1,183) (1,516) (914) (4,275)

Carrying amount 880 426 601 326 2,233

This item decreases as a result of depreciation for the year and negative exchange 
differences, which are only partially offset by investments.

The most significant investments amounted to €mil. 101 for Electronics, Defence & Security 
Systems, €mil. 47 for Aeronautics (mainly for progress on the B787 programme), €mil. 38 for 
Helicopters and €mil. 25 for Other activities.

“Other tangible assets” also include the value of tangible assets under construction (€mil. 
134 at 31 December 2017 vs €mil. 121 at 31 December 2016).

Purchase commitments of property, plant and equipment are recorded in the amount of €mil. 
49 (€mil. 79 at 31 December 2016).
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11. Equity investments and share of profits/(losses) of equity-accounted 
investees

2017 2016

Equity 
investments

Risk 
provisions

Total Equity 
investments

Risk 
provisions

Total

Material Joint Ventures 962 962 947 947

Joint Ventures not individually material: 78 (2) 76 76 (2) 74

 - Aviation Training International Ltd 18 - 18 18 - 18

 - Rotorsim Srl 32 - 32 28 - 28

 - Advanced Acoustic Concepts LLC 21 - 21 22 - 22

 - Rotorsim USA LLC 7 - 7 8 - 8

 - Closed Joint Stock Company Helivert - (2) (2) - (2) (2)

1,040 (2) 1,038 1,023 (2) 1,021

Associates 140 140 100 - 100

1,180 (2) 1,178 1,123 (2) 1,121

The Leonardo Group operates in certain sectors also through entities jointly controlled with 
third parties and valued under the equity method, since they qualify as Joint Ventures. 

The increase in investments in associated companies mainly refers to the purchase of 
additional Avio shares (€mil. 45).

Below are reported the Joint Ventures considered material in terms of volumes and from a 
strategic viewpoint for the Group:

Company name Nature of the relation
Main operating 
location

Registered 
office

% 
ownership

Telespazio Group JV with Thales, among the main global providers of 
satellite services

Rome, Italy Rome, Italy 67%

Thales Alenia 
Space Group

JV with Thales, among the main European leaders 
in the satellite systems and at the forefront of orbit 
infrastructures

Toulouse, France Cannes, France 33%

GIE ATR JV with Airbus Group, among the global leaders in 
regional turboprop aircraft with a capacity of between 
50 and 70 seats

Toulouse, France Toulouse, France 50%

MBDA Group JV with Airbus Group and BAE Systems (through 
the parent AMSH BV), among the world leaders in 
missiles and missile systems

Paris, France Paris, France 25%

In particular, as regards the companies falling under the so-called Space Alliance – Thales 
Alenia Space and Telespazio – the Company carried out for the purposes of the 2014 
consolidated financial statements, during the first classification, an in-depth analysis of 
the existing arrangements, in order to verify whether situations of control (with reference to 
Telespazio) or of significant influence (with reference to Thales Alenia Space) existed, both 
entities being considered by Leonardo as Joint Ventures. Specifically, the Space Alliance 
univocally regulates the governance of both companies, making reference to shareholders’ 
agreements prepared alike. With particular reference to Telespazio, in which the Group holds 
more than 50% of the stakes, the analyses performed led to deem that the company’s 
governance is such that Telespazio can be regarded as a jointly controlled entity by virtue of 
the composition rules for the decision-making bodies – these rules being such that cannot 
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be defined as merely “protective”, as referred to in IFRS 10 – and due to the expected 
unanimous consent of the shareholders on particularly significant matters for the company’s 
management. Moreover, the substantive analysis, carried out taking into account the 
peculiarity of the businesses, highlighted that the methods to resolve deadlocks (i.e. when 
a stalemate in the decision-making process occurs and the shareholders have no possibility 
to jointly decide on matters about which they are required to make decisions through the 
unanimous consent mechanism) do not allow the majority venturer to impose its will. This is 
because, in case no decision can be reached, despite the complex escalation mechanism 
under the shareholders’ agreements, the minority venturer has the right to dissolve the Joint 
Venture, recovering the assets originally assigned, through a call option or, solely if this 
option is not exercisable, to leave the Joint Venture through a put option. Finally, in the event 
of a decision-making deadlock, the Joint Venture might be eventually wound up or the minority 
venturer might sell its interest: in both of these cases, the venturers might be required to 
share or transfer part of the assets – with particular reference to technological expertise or 
know-how – originally assigned.

On the contrary, the analysis performed by the other venturer led to different conclusions 
with reference to Thales Alenia Space, which is fully consolidated by Thales in spite of the 
previously described governance structure. The application of such different conclusions on 
Leonardo, with the full consolidation of Telespazio into Leonardo, would have changed the 
Group’s main indicators as follows:

2017 2016

Revenues +561 +569

EBITA +32 +34

EBIT +31 +32

Net result (non-controlling interests) +5 +8

FOCF +45 +12

Group net debt +36 +19

 
We provide below a summary of the financial data of the aforementioned material Joint 
Ventures (the fair value of which is not available since they are not traded in any active 
market), as well as a reconciliation with the data included in these consolidated financial 
statements.
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31 December 2017

Telespazio Thales 
Alenia 
Space

MBDA 
(through 

AMSH BV)

GIE ATR Other JV not 
individually 

material

Total

Non-current assets 283 1,879 2,325 172

Current assets 331 1,404 4,944 959

 - of which cash and cash equivalents 14 68 133 8

Non-current liabilities 43 300 952 128

 - of which non-current financial liabilities - - 5 14

Current liabilities 286 1,264 5,695 658

 - of which current financial liabilities 9 109 62 - 

NCI net equity (100%) 15 - 1 - 

Group net equity (100%) 270 1,719 621 345

Revenues (100%) 564 2,501 3,557 1,602

Amortisation, depreciation and impairment losses 
(100%) 20 56 96 30

Financial income/(expenses) (100%) (1) (10) (16) 1

Income taxes (100%) (11) (48) (91) (6)

Profit/(Loss) from continuing operations (100%) 36 166 238 265

Profit/(Loss) from discontinued operations, net of 
taxes (100%) - - - - 

Other comprehensive income/(expenses) (100%) - (10) 187 -

Total comprehensive income/(expenses) (100%) 36 156 425 265

% Group’s interest in equity at 1 January 175 559 74 229 75 1,112

% Group’s interest in profit/(loss) from continuing 
operations 23 56 59 133 8 279

% Group’s interest in profit/(loss) from 
discontinued operations, net of taxes - - - - - - 

% Group’s interest in other comprehensive 
income/(expenses) - (3) 47 - - 44

% Group’s interest in total comprehensive income/
(expenses) 23 53 106 133 8 323

Dividends received (15) (56) (36) (174) (2) (283)

Subscriptions and capital increases - - - - - - 

Acquisitions 1 - - - - 1

Disposals (1) (3) - - - (4)

Exchange differences (2) (1) - (12) (4) (19)

Other changes - 14 (12) (3) - (1)

% Group’s interest in equity at 31 December 181 566 132 173 77 1,129

Consolidation adjustments 8 (214) 116 1 (89)

Equity investments at 31 December 189 352 248 173 78 1,040

% Group’s interest in profit/(loss) 23 56 59 133 8 279

Consolidation adjustments - - - - - - 

Share of profits/(losses) of equity-accounted 
investees 23 56 59 133 8 279

271
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31 December 2016

Telespazio Thales 
Alenia 
Space

MBDA 
(through 

AMSH BV)

GIE ATR Other JV not 
individually 

material

Total

Non-current assets 297 1,875 2,336 168

Current assets 359 1,497 4,372 1,091

 - of which cash and cash equivalents 16 11 130 7

Non-current liabilities 45 281 1,281 112

 - of which non-current financial liabilities 2 - 117 5

Current liabilities 335 1,395 5,131 691

 - of which current financial liabilities 9 25 29 - 

NCI net equity (100%) 15 - 1 - 

Group net equity (100%) 261 1,696 295 456

Revenues (100%) 577 2,493 3,140 1,787

Amortisation, depreciation and impairment 
losses (100%) 32 52 90 28

Financial income/(expenses) (100%) (4) (13) (21) (3)

Income taxes (100%) (17) (39) (71) (3)

Profit/(Loss) from continuing operations (100%) 28 171 209 331

Profit/(Loss) from discontinued operations, net 
of taxes (100%) - - - - 

Other comprehensive income/(expenses) 
(100%) - (2) (203) - 

Total comprehensive income/(expenses) (100%) 28 169 6 331

% Group’s interest in equity at 1 January 161 540 83 232 78 1,094

% Group’s interest in profit/(loss) from 
continuing operations 19 56 52 166 (1) 292

% Group’s interest in profit/(loss) from 
discontinued operations, net of taxes - - - - - - 

% Group’s interest in other comprehensive 
income/(expenses) - (1) (51) - - (52)

% Group’s interest in total comprehensive 
income/(expenses) 19 55 1 166 (1) 240

Dividends received (4) (35) (11) (177) (5) (232)

Equity investments of discontinued operations - - - - - - 

Acquisitions - - - - - - 

Disposals - - - - (1) (1)

Exchange differences - - - 8 (4) 4

Other changes (1) (1) 1 - 8 7

% Group’s interest in equity at 31 December 175 559 74 229 75 1,112

Consolidation adjustments 10 (216) 116 - 1 (89)

Equity investments at 31 December 185 343 190 229 76 1,023

% Group’s interest in profit/(loss) 19 56 52 166 (1) 292

Consolidation adjustments - 2 - - - 2

Share of profits/(losses) of equity-accounted 
investees 19 58 52 166 (1) 294

295
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Below is provided a summary of the aggregate financial data of the associates, inasmuch as 
there are no associates which are individually material for the Group:

Associates not individually material

31 December 2017 31 December 2016

% Group’s interest in equity at 1 January 100 112

% Group’s interest in profit/(loss) from continuing operations 9 4

% Group’s interest in profit/(loss) from discontinued operations, 
net of taxes - -

% Group’s interest in other comprehensive income/(expenses) - -

% Group’s interest in total comprehensive income/(expenses) 9 4

Dividends received (11) (6)

Equity investments of discontinued operations - - 

Subscriptions and capital increases - - 

Acquisitions 48 - 

Disposals (7) (9)

Exchange differences (2) (4)

Other changes (1) (1)

% Group’s interest in equity at 31 December 136 96

Consolidation adjustments 4 4

Equity investments at 31 December 140 100

% Group’s interest in profit/(loss) 9 4

Consolidation adjustments - -

Share of profits/(losses) of equity-accounted investees 9 4

 

12. Receivables and other non-current assets

31 December 2017 31 December 2016

Financing to third parties 12 27

Non-current financial receivables from SuperJet 48 65

Guarantee deposits 9 9

Deferred grants under Law 808/1985 40 58

Defined-benefit plan assets, net (Note 22) 335 367

Related-party receivables (Note 35) - 1

Other non-current receivables 59 59

Non-current receivables 503 586

Prepayments - non-current portion 4 9

Equity investments at cost 20 18

Non-recurring costs pending under Law 808/1985 136 75

Non-current assets 160 102

The balance of non-current receivables was affected by the decrease in the net assets of 
defined-benefit plans and the decrease in the non-current receivables from SuperJet, which 
were reclassified to current assets, due to the progress of the repayment plan. 
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These receivables are related to the financial exposure, which can be collected after 12 
months based on a 3-year repayment plan arranged with the acquirer within the rescheduling 
of Leonardo’s participation in this programme occurred during 2016. Such amount was taken 
into account in calculating the KPI “Group net debt”, as highlighted in Note 20.

13. Business combinations
 
On 23 June 2017, the Leonardo Group acquired, through Leonardo DRS, 100% of the 
Daylight Solutions Inc. group, a leading company in the development of quantum cascade 
laser products. The objective was to expand the offer by DRS of advanced solutions for the 
civil and military markets. The outlay to acquire the stake amounted to USDmil. 140, net of 
cash acquired, to which is to be added an additional earn-out of approx. USDmil. 13 to be 
paid within the first quarter of 2018.

Below is shown the overall effect on the balance sheet (exchange-rate ruling on the 
transaction date):

Fair value

Intangible assets from business combinations 70

Other net assets/(liabilities) (16)

Net assets acquired 54

Price paid 123

Earn-out and other amounts to be paid 11

Price 134

Goodwill from acquisition 80

Specifically, the intangible assets from business combinations relate to technology know-how 
in the amount of €mil. 53, backlog and commercial positioning for €mil. 14 and trademarks 
in the amount of €mil. 3.

The contribution of Daylight to these consolidated financial statements (for the six months 
after its acquisition) was equal to USDmil. 41 in terms of revenues and USDmil. 8 as EBITA. 
Had the Daylight group been consolidated over the entire financial year, its contribution would 
have amounted to USDmil. 64 and USDmil. 9 as revenues and EBITA, respectively.
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14. Inventories

31 December 2017 31 December 2016

Raw materials, supplies and consumables 1,714 1,675

Work in progress and semi-finished goods 1,470 1,562

Finished goods and merchandise 57 72

Advances to suppliers 1,140 705

4,381 4,014

Inventories are shown net of impairment charges of €mil. 757 (€mil. 750 at 31 December 
2016). The increase in the year in advances to suppliers mainly related to the advances paid 
within the EFA Kuwait programme in the Aeronautics sector.

15. Contract work in progress and progress payments and advances from 
customers
 

31 December 2017 31 December 2016

Contract work in progress (gross) 4,141 3,923

Final losses (positive wip) (35) (51)

Progress payments and advances from customers (1,221) (1,331)

Contract work in progress (net) 2,885 2,541

Progress payments and advances from customers (gross) 7,256 6,406

Contract work in progress (472) (517)

Final losses (negative wip) 430 568

Progress payments and advances from customers (net) 7,214 6,457

Net value (4,329) (3,916)

“Contract work in progress” is recognised as an asset net of the relative advances if, based 
on an analysis carried out on a contract-by-contract basis, the gross amount of work in 
progress exceeds advances from customers. It is recognised as a liability if advances from 
customers exceed the relevant work in progress. This offsetting is performed only with regard 
to work in progress and not to inventories or other assets. If the progress payments and 
advances from customers have not been collected at the reporting date, the corresponding 
amount is recognised as a receivable from customers. 

Below is a breakdown of the net balance of contract work in progress and progress payments 
and advances from customers:

31 December 2017 31 December 2016

Cost incurred and margins recognised, net of losses 4,148 3,821

Advances (8,477) (7,737)

Net value (4,329) (3,916)



CONSOLIDATED FINANCIAL STATEMENTS AT 31 DECEMBER 2017

144

16. Trade and financial receivables

31 December 2017 31 December 2016

Trade Financial Trade Financial

Receivables 3,077 64 3,240 76

Cumulative impairments (459) (17) (483) (18)

Related-party current 
receivables (Note 35) 569 110 667 40

3,187 157 3,424 98

Trade receivables include €mil. 18 (€mil. 38 at 31 December 2016) for receivables from 
Sukhoi and SuperJet which can be collected beyond 12 months, in accordance with the 
repayment and rescheduling plan defined upon the disposal of the Russian business of 
SuperJet, and receivables from Piaggio Aero Industries whose payment has been rescheduled 
(in the amount of €mil. 115) beyond 12 months as part of the financial restructuring plan 
started by the latter company. 

The ageing of receivables together with an analysis of how the Group manages credit risk is 
reported under Note 36.

17. Other current assets
 

31 December 2017 31 December 2016

Securities 3 - 

Derivatives 184 165

Prepaid expenses - current portion 60 89

Receivables for grants 83 98

Receivables from employees and social security 
institutions 54 56

Indirect tax receivables 89 79

Deferred receivables under Law 808/1985 5 4

Other related-party receivables (Note 35) 5 4

Fair value of the residual portion in portfolio of Ansaldo 
Energia - 138

Other assets 125 148

608 781

 
The decrease in this item is due to the exercise in July 2017 of the put option on 15% of the 
share capital of Ansaldo Energia whereby the interest in the latter was finally disposed of to 
CDP Equity for a consideration of €mil. 144.
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The table below provides the fair values of the various derivatives in the portfolio:

Fair value at

31 December 2017 31 December 2016

Assets Liabilities Net Assets Liabilities Net

Interest-rate swaps

Trading 1 (3) (2) 2 (3) (1)

Fair-value hedges - - - - - - 

Cash-flow hedges - - - - (1) (1)

Currency forwards/swaps/
options

Trading - - - - - - 

Fair-value hedges 6 (4) 2 1 (36) (35)

Cash-flow hedges 172 (227) (55) 153 (297) (144)

Embedded derivatives 
(trading) 5 - 5 9 - 9

18. Cash and cash equivalents
 
The change in the year is shown in the statement of cash flows. Cash and cash equivalents 
at 31 December 2017 included €mil. 3 of term deposits (€mil. 6 at 31 December 2016). 

19. Equity

Share capital

 Number of 
ordinary shares

Par value Treasury 
shares

Costs incurred 
(net of tax effect) 

Total

Outstanding shares 578,150,395 2,544 - (19) 2,525

Treasury shares (3,738,696) - (34) - (34)

31 December 2016 574,411,699 2,544 (34) (19) 2,491

Repurchase of treasury 
shares less shares sold 29,563 - - - - 

31 December 2017 574,441,262 2,544 (34) (19) 2,491

Broken down as follows:

Outstanding shares 578,150,395 2,544 - (19) 2,525

Treasury shares (3,709,133) - (34) - (34)

The share capital, fully subscribed and paid-up, is divided into 578,150,395 ordinary shares 
with a par value of € 4.40 each, including 3,709,133 treasury shares.



CONSOLIDATED FINANCIAL STATEMENTS AT 31 DECEMBER 2017

146

At 31 December 2017 the Ministry of Economy and Finance owned around 30.204% of the 
share capital.

The statement of changes in other reserves and equity attributable to non-controlling 
interests is presented in the accounting statements section.

Cash-flow hedge reserve
This reserve includes changes in fair value of derivatives used by the Group to hedge its 
exposure to currency, net of the effect of deferred taxes until the moment in which the 
“underlying position” is recognised in the income statement. When this condition is met, the 
reserve is recognised in the income statement to offset the economic effects of the hedged 
transaction.

Translation reserve
The reserve decreased as a consequence of the following changes:

2017 2016

US dollar (197) 63

Pound sterling (71) (360)

Other currencies 2 7

(266) (290)

Overall, the reserve is negative for €mil. 480, mainly for the translation differences on the 
components denominated in pounds sterling partially offset by the components denominated 
in US dollars, in particular Leonardo DRS.

Tax effects on the gain and loss items recognised in equity

Group - consolidated entities Group - equity-accounted investments

Amount 
before taxes

Tax effect Net amount 
Amount 

before taxes
Tax effect Net amount

2017

Revaluation of defined-
benefit plans 89 (17) 72 45 (8) 37

Changes in cash-flow 
hedges 86 (14) 72 18 (6) 12

Foreign currency translation 
difference (243) - (243) (23) - (23)

Total (68) (31) (99) 40 (14) 26

2016

Revaluation of defined-
benefit plans 38 (7) 31 (56) 4 (52)

Changes in cash-flow 
hedges (105) 23 (82) (6) - (6)

Foreign currency translation 
difference (300) - (300) 10 - 10

Total (367) 16 (351) (52) 4 (48)

There are no tax effects on the gain and loss items recognised in equity of non-controlling 
interests.
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20. Loans and borrowings

31 December 2017 31 December 2016

Non-
current

Current Total Non-
current

Current Total

Bonds 3,048 599 3,647 3,737 638 4,375

Bank loans and 
borrowings 186 60 246 238 59 297

Related-party loans and 
borrowings (Note 35) - 701 701 - 502 502

Other loans and 
borrowings 31 57 88 36 68 104

3,265 1,417 4,682 4,011 1,267 5,278

The main clauses that regulate the Group’s payables are reported in the section “Industrial 
and financial transactions” of the Report on Operations. Changes in loans and borrowings are 
as follows:

 1 January 
2017

Issues Repayments/
Payments of 

coupons

Other net 
increase/ 

(decrease)

Exchange 
differences and 

other movements

31 
December 

2017

Bonds 4,375 591 (1,415) 241 (145) 3,647

Bank loans and borrowings 297 - (54) 3 - 246

Related-party loans and borrowings 502 - - 199 - 701

Other loans and borrowings 104 - (25) 9 - 88

5,278 591 (1,494) 452 (145) 4,682

1 January 
2016

Issues Repayments/
Payments of 

coupons

Other net 
increase/ 

(decrease)

Exchange 
differences and 

other movements

31 
December  

2016

Bonds 4,397 - (243) 246 (25) 4,375

Bank loans and borrowings 389 - (59) (33) - 297

Related-party loans and borrowings 401 - - 101 - 502

Other loans and borrowings 119 - (14) 1 (2) 104

5,306 - (316) 315 (27) 5,278

Net changes for current liabilities. The items also include changes resulting from the application of the effective interest-rate method, which 
may not correspond with actual cash movements.

Below is the reconciliation of the changes in loans and borrowings with the cash flows from 
financing activities for FY 2017:

Balance at 1 January 2017 5,278

Changes included in cash flows from financing activities of the statement of cash flows (449)

- Bond issues 591

- Repayment of bonds (1,172)

- Net change in other borrowings 132

Non-monetary changes (147)

- Exchange-rate effect (145)

- Accrued interest (2)

Balance at 31 December 2017 4,682
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The decrease in the period was related in particular to the reduction in bonds (as a net 
effect of the transactions commented on below) and in the amount repaid (€mil. 46) of 
the outstanding loan with the European Investment Bank (EIB) aimed at implementing 
development activities in the aeronautic segment, whose residual value, equal to €mil. 234 
at 31 December 2017, is included in payables to banks.

Bonds
The decrease is affected by the buy-back transactions on the bond issues denominated in 
USD (nominal amount of USDmil. 734) and in GBP (nominal amount of GBPmil. 30), as set 
out in the “Industrial and financial transactions” section of the Report on Operations, and 
by the repayment of the bond issue due in December; the effects were partially offset by the 
new bond issue of a nominal amount of €mil. 600 placed in June 2017 as part of the EMTN 
programme expiring in 2024 with a coupon of 1.50%.

Below is the detail of the bonds at 31 December 2017 which shows the bonds issued by 
Leonardo (“LDO”) and Leonardo US Holding Inc. (“LH”):

Issuer Year of 
issue

Maturity Currency Outstanding nominal 
amount (mil.) (*)

Annual 
coupon

Type of offer

LDO (originally Fin Fin) (**) 2003 2018 € 500 5.750% (1) European 
institutional

LDO (**) 2005 2025 € 500 4.875% European 
institutional

LDO (originally Fin Fin) (**) 2009 2019 GBP 288 8.000% (2) European 
institutional

LDO (originally Fin Fin) (**) 2009 2022 € 556 5.250% European 
institutional

LH (***) 2009 2039 USD 169 7.375% American 
institutional 
Rule 144A/

Reg. S

LH (***) 2009 2040 USD 263 6.250% American 
institutional 
Rule 144A/

Reg. S

LDO (**) 2017 2024 € 600 1.500% European 
institutional

LDO (originally Fin Fin) (**) 2013 2021 € 739 4.500% European 
institutional

(*) Residual nominal amounts related to issues subject to the buy-back transactions.
(**) Bonds listed on the Luxembourg Stock Exchange and issued as part of the EMTN programme for a maximum of €bil. 4. The transaction 
was authorised pursuant to Article 129 of Legislative Decree 385/1993.
(***) Bonds issued under Rule 144A, Regulation S of the US Securities Act. The proceeds of this issue were entirely used by Leonardo US 
Holding Inc. to finance the purchase of the subsidiary Leonardo DRS replacing the dollar-issue bonds originally issued by the company.  
These bonds were redeemed early following Leonardo’s purchase of Leonardo DRS. As a result, these issues were not hedged against 
exchange-rate risk.

(1) Rate derivative transactions were made on these bonds and led the effective cost of the loan to a fixed rate better than the coupon and 
corresponding to an average of some 5.6%.
(2) The proceeds of the issue were translated into euros and the exchange-rate risk arising from the transaction was fully hedged.
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Movements in bonds are as follows: 

1 
January 

2017

New 
borrowings

Interest Repayments/
Repurchases

Payments 
of 

coupons

Effect of 
exchange 

rate

31 
December 

2017

Fair 
value

€mil. 500 LDO 2018 (*) 501 29 (29) 501 500

€mil. 500 LDO 2025 (*) 516 25 (24) 517 500

GBPmil. 400 LDO 2019 (*) 369 28 (34) (27) (13) 323 324

€mil. 600 LDO 2022 (*) 581 29 (29) 581 556

USDmil. 500 LH 2019 (*) 422 22 (363) (30) (51) - 

USDmil. 300 LH 2039 (*) 264 19 (90) (20) (31) 142 141

USDmil. 500 LH 2040 (*) 439 25 (164) (28) (50) 222 219

€mil. 600 LDO 2017 (*) 521 23 (521) (23) - 

€mil. 600 LDO 2024 (*) 591 6 597 600

€mil. 950 LDO 2021 (*) 762 35 (33) - 764 739

4,375 591 241 (1,172) (243) (145) 3,647 3,579

1 
January 

2016

New 
borrowings

Interest Repayments/
Repurchases

Payments 
of 

coupons

Effect of 
exchange 

rate

31 
December 

2016

Fair 
value

€mil. 500 LDO 2018 (*) 500 30 (29) 501 500

€mil. 500 LDO 2025 (*) 516 25 (25) 516 500

GBPmil. 400 LDO 2019 (*) 434 34 (2) (35) (62) 369 372

€mil. 600 LDO 2022 (*) 579 29 - (27) 581 556

USDmil. 500 LH 2019 (*) 408 26 (25) 13 422 412

USDmil. 300 LH 2039 (*) 255 18 - (18) 9 264 261

USDmil. 500 LH 2040 (*) 426 25 - (27) 15 439 433

€mil. 600 LDO 2017 (*) 519 24 - (22) 521 521

€mil. 950 LDO 2021 (*) 760 35 - (33) - 762 739

4,397 - 246 (2) (241) (25) 4,375 4,294

(*) Maturity date of bond.

The fair value of the bonds was determined on the basis of the quoted prices of the existing 
issues (Level 1 of the fair value hierarchy).
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The Group’s financial liabilities are subject to the following exposures to interest-rate risk:

31 December 2017

Bonds Bank loans and 
borrowings

Related-party loans 
and borrowings

Other loans and 
borrowings

Total

Floating Fixed Floating Fixed Floating Fixed Floating Fixed Floating Fixed

Within 1 
year - 599 19 41 701 - 54 3 774 643

2 to 5 
years - 1,070 76 109 - - 24 4 100 1,183

Beyond 5 
years - 1,978 - 1 - - 3 - 3 1,979

Total - 3,647 95 151 701 - 81 7 877 3,805

 

31 December 2016

Bonds Bank loans and 
borrowings

Related-party loans 
and borrowings

Other loans and 
borrowings

Total

Floating Fixed Floating Fixed Floating Fixed Floating Fixed Floating Fixed

Within 1 
year - 638 29 30 502 - 68 - 599 668

2 to 5 
years - 2,023 82 109 - - 31 1 113 2,133

Beyond 5 
years - 1,714 20 27 - - 4 - 24 1,741

Total - 4,375 131 166 502 - 103 1 736 4,542
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Below is the financial information required under CONSOB communication DEM/6064293 of 
28 July 2006:

31 December 
2017

Of which with 
related parties

31 December 
2016

Of which with 
related parties

Cash and cash equivalents (1,893) (2,167)

Securities held for trading (3) - 

Liquidity (1,896) (2,167)

Current loans and receivables (157) (110) (98) (40)

Current bank loans and borrowings 60 59

Current portion of non-current loans and borrowings 599 638

Other current loans and borrowings 758 701 570 502

Current financial debt 1,417 1,267

Net current financial debt/(funds) (636) (998)

Non-current bank loans and borrowings 186 238

Bonds issued 3,048 3,737

Other non-current loans and borrowings 31 - 36 - 

Non-current financial debt 3,265 4,011

Net financial debt 2,629 3,013

The reconciliation between net financial debt and Group net debt, used as KPI, is as follows:

Notes 31 December 2017 31 December 2016

Net financial debt CONSOB com. DEM/6064293 2,629 3,013

Fair value of the residual portion in portfolio of Ansaldo Energia 17 - (138)

Hedging derivatives in respect of debt items 17 (2) 35

Non-current financial receivables from SuperJet 12 (48) (65)

Group net debt (KPI) 2,579 2,845
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21. Provisions for risks and charges and contingent liabilities

Guarantees given Restructuring Penalties Product 
guarantees

Other 
provisions

Total

1 January 2016

Current 3 83 84 96 470 736

Non-current 278 124 297 119 645 1,463

281 207 381 215 1,115 2,199

Allocations 3 59 27 69 227 385

Uses (5) (58) (64) (19) (84) (230)

Reversals - - (19) (45) (155) (219)

Other changes 7 (27) (180) (12) (6) (218)

31 December 2016 286 181 145 208 1,097 1,917

Broken down as follows:

Current 111 74 19 94 494 792

Non-current 175 107 126 114 603 1,125

286 181 145 208 1,097 1,917

Allocations - 11 26 56 191 284

Uses (18) (57) (7) (20) (36) (138)

Reversals - (4) (2) (44) (83) (133)

Other changes (19) (12) (25) (10) (72) (138)

31 December 2017 249 119 137 190 1,097 1,792

Broken down as follows:

Current 109 51 19 92 522 793

Non-current 140 68 118 98 575 999

249 119 137 190 1,097 1,792

Other provisions for risks and charges mainly include:

• the provision for tax risks of €mil. 132 (€mil. 133 at 31 December 2016);

• the provision for litigation with employees and former employees of €mil. 36 (€mil. 37 at 
31 December 2016);

• the provision for litigation underway of €mil. 50 (€mil. 70 at 31 December 2016);

• other provisions mainly related to critical issues on contracts especially in the Aeronautics 
sector.

With regard to risks, below is a summary of the criminal proceedings that are currently 
underway against a number of subsidiary companies or Leonardo itself, as well as certain 
former directors and executives, concerning acts committed during the performance of their 
duties at subsidiary companies or at Leonardo itself, with specific reference to the events 
that occurred in 2017 and in early 2018:

• criminal proceedings are pending before the Court of Rome against, among others, the 
former Commercial Director of Leonardo, for the crime under Articles 110, 319, 319-
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bis, 320, 321 and 322-bis of the Italian Criminal Code, concerning the supply contracts 
signed in 2010 by AgustaWestland, Selex Sistemi Integrati and Telespazio Argentina with 
the Government of Panama. On 22 September 2017 the Court of Rome handed down a 
judgment for dismissal of charge pursuant to Article 425 of the Italian Code of Criminal 
Procedure. An appeal was then filed against the aforesaid judgment. In relation to this 
case, the Public Prosecutor’s Office of Rome also brought proceedings against Leonardo 
for administrative violations pursuant to Article 25 of Legislative Decree 231/2001; 
following the request for committal for trial submitted by the Public Prosecutor, the pre-trial 
hearing was set for 21 September 2017. At the end of this hearing the Court handed down 
a judgment for dismissal of charge pursuant to Article 425 of the Italian Code of Criminal 
Procedure;

• criminal proceedings are pending before the Public Prosecutor’s Office of Rome against 
one former executive of Leonardo, three former directors and an executive of the Company 
(in relation to the position as director held in the then Finmeccanica Finance SA) for crimes 
under Article 110 of the Italian Criminal Code and Article 5 of Legislative Decree 74/2000, 
as well as against various employees and executives of the Company, for the crime under 
Articles 110, 646 and 61 paragraph 11 of the Italian Criminal Code in relation, among 
other things, to personal loans requested to the Company in the period 2008-2014;

• with reference to the immediate trial before the Court of Busto Arsizio in relation to the 
supply of 12 AW101 VIP/VVIP helicopters to the Indian Government, it should be noted 
that on 9 October 2014 the Court sentenced the former Chairman and Chief Executive 
Officer of Leonardo SpA (in relation to the position held in AgustaWestland) and the former 
Chief Executive Officer of AgustaWestland SpA for having committed crimes under Article 
2 of Legislative Decree 74/2000 (having submitted fraudulent tax returns using invoices 
or other documents from non-existent transactions), limited to the May 2009 - June 2010 
tax period, while also ordering that the amount equivalent to such non-payment of taxes 
(on a taxable income of €mil. 3.4) be confiscated from AgustaWestland SpA, considered in 
determining the provisions for risks. In the same decision, the Court found the defendants 
not guilty of having committed the crimes under Articles 110, 112, paragraph 1, 319, 
321 and 322-bis, paragraph 2(2) of the Italian Criminal Code (corruption of foreign public 
officials), due to lack of evidence. An appeal was filed against the decision. On 7 April 
2016, the Milan Court of Appeal sentenced the former Chairman and Chief Executive 
Officer of Leonardo, and the former Chief Executive Officer of AgustaWestland SpA, for 
crimes under Articles 110, 112, paragraph 1, 318, 321 and 322-bis, paragraph 2(2) of the 
Italian Criminal Code and Article 2 of Legislative Decree 74/2000. Subsequently, on 16 
December 2016 the Supreme Court repealed the judgment appealed against and referred 
it to another division of the Milan Court of Appeal for consideration of new proceedings. 
On 8 January 2018 the Milan Court of Appeal acquitted the defendants of the charges, 
setting the time limit for filing the related reasons at ninety days. In respect of these 
companies, it is recalled that on 25 July 2014, pursuant to Article 58 of Legislative Decree 
231/2001, the Public Prosecutor dismissed the proceedings against Leonardo, holding 
groundless, following the conclusion of investigations, the Company’s involvement from 
both a factual and legal point of view. The Prosecutor also acknowledged that since 2003 
the Company has adopted, actually implemented and regularly updated an Organisational, 
Management and Control Model that is conceptually suitable to prevent offences like the 
one in question and is also focused on compliance processes as to guarantee adequate 
standards of fairness and ethical conduct. In addition, on 28 August 2014 the Judge for 
Preliminary Investigations (GIP, Giudice delle Indagini Preliminari) of the Court of Busto 
Arsizio – in granting the motions put forth by the companies – imposed administrative 
penalties pursuant to Article 63 of Legislative Decree 231/2001 and Article 444 and ff. 
of the Italian Code of Criminal Procedure, amounting to €80,000 for AgustaWestland SpA 
and €300,000 for AgustaWestland Ltd, and ordered the confiscation of the equivalent of 
€mil. 7.5. As regards the investigations started by the Indian Judicial Authority (CBI) in 
February 2013 for the same facts referred to above, it should be noted that on 2 February 
2018 a notice was served on AgustaWestland International Ltd, whereby the latter was 
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invited to appear at the hearing to be held on 30 May 2018 before the Patiala House 
Court in New Delhi within the criminal proceedings brought therein against the aforesaid 
company and other entities and persons, including Leonardo SpA. However, it should be 
noted that no notice was served upon Leonardo;

• criminal proceedings are pending with the Public Prosecutor’s Office of Busto Arsizio, 
against two former Chief Executive Officers of AgustaWestland SpA, for crimes under 
Article 2 of Legislative Decree 74/2000, Articles 81 and 110 of the Italian Criminal Code 
and Articles 322-bis, 81 and 110 of the Italian Criminal Code, as well as against a former 
executive of the company, for crimes under Article 2 of Legislative Decree 74/2000 
and Articles 81 and 110 of the Italian Criminal Code, in relation to the contractual 
relationships maintained by AgustaWestland SpA with a foreign company under the 
agreements entered into with the Algerian Ministry of Defence; on 11 December 2017 the 
Judge for Preliminary Investigations (GIP, Giudice delle Indagini Preliminari) of the Court 
of Busto Arsizio ordered the dismissal of the case as to the crimes referred to in Articles 
322-bis, 81 and 110 of the Italian Criminal Code. It should be noted that within these 
proceedings, the notice of conclusion of the preliminary investigations was served in April 
2016, limited to the offence under Article 2 of Legislative Decree 74/2000, against two 
former Chief Executive Officers and a former executive of AgustaWestland SpA. Following 
the request for committal for trial submitted by the Public Prosecutor, the pre-trial hearing 
was set at 25 July 2017 and subsequently adjourned on 23 January 2018. At the end of 
this hearing the Court handed down a judgment for dismissal of charge pursuant to Article 
425 of the Italian Code of Criminal Procedure;

• criminal proceedings are pending before the Court of Naples concerning contracts 
awarded to the then-Elsag Datamat (now Selex ES SpA) and to another company for the 
development, respectively, of the integrated traffic monitoring system of the city of Naples 
and video-surveillance systems for a number of municipalities within the Province of 
Naples. Under the proceedings, an employee of the then-Elsag Datamat is charged with 
crimes under Articles 353 and 326 of the Italian Criminal Code, the former Chief Executive 
Officer and an employee of the then-Elsag Datamat are charged with crimes under 
Articles 326, 353 and 416 of the Italian Criminal Code, as well as Selex ES for having 
committed administrative offences under Article 24-ter, paragraph 2, of Legislative Decree 
231/2001. Furthermore Selex ES, following service of civil summons issued by the Court 
at the request of the civil-action party, also entered appearance in the civil action. The 
proceedings are now in the trial phase;

• criminal proceedings are pending against a former employee of the then-Elsag Datamat 
(now Selex ES SpA) for crimes under Articles 426 and 449 of the Italian Criminal Code, in 
relation to the overflow of the Chiaravagna River which took place in Genoa on 5 October 
2010, within which Selex ES SpA has entered appearance in the civil action. On 7 March 
2017 the Court of Genoa found him not guilty;

• two criminal proceedings are pending in relation to the awarding of the contract for the 
construction and operation of the Control System for Waste Tracking (SISTRI).  

Immediate trial - Bringing of civil action (Selex Service Management) 
In the immediate trial before the Court of Naples against certain suppliers and sub-
suppliers of Selex Service Management, at the hearing held on 7 November 2013 the 
company brought a civil action against the defendants. The proceedings are now in the 
trial phase. 

Abbreviated trial - Bringing of civil action (Selex Service Management) 
In the summary trial before the Court of Naples against, among others, the former Chief 
Executive Officer of Selex Service Management, for crimes under Article 416, paragraphs 
1, 2 and 5, of the Italian Criminal Code and Articles 81, paragraph 2, 110, 319, 320 and 
321 of the Italian Criminal Code and Articles 2 and 8 of Legislative Decree 74/2000, the 
company brought a civil action against the defendants at the hearing held on 21 November 
2013.  
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On 18 July 2014, the Court sentenced the former Chief Executive Officer of Selex Service 
Management, in relation to the crimes charged to him and ordered him to pay damages to 
Selex Service Management. The aforesaid judgment was appealed against. On 5 January 
2018 the Naples Court of Appeal handed down a judgment for plaintiff against the former 
Chief Executive Officer of the company;

• with reference to the proceedings pending before the Court of Rome against the former 
Chief Executive Officer and the former Sales Manager of Selex Sistemi Integrati (now 
in liquidation), concerning the awarding of work contracts on the part of ENAV SpA, on 
16 October 2015 the Court sentenced the defendants for the crime under Article 8 of 
Legislative Decree 74/2000, while acquitting them of the crime under Article 646 of 
the Italian Criminal Code. With the same decision the Court also ordered the former 
Chief Executive Officer and the former Sales Manager of Selex Sistemi Integrati to repay 
damages in favour of the company (the aggrieved party acting in criminal proceedings). The 
aforesaid judgment was appealed against. The proceedings are still pending before the 
Rome Court of Appeal;

• criminal proceedings are pending before the Court of Rome concerning the informal 
tender for awarding a contract in the ICT area for operational, contract management and 
procurement services launched by the Prime Minister’s Office in 2010 and awarded to a 
temporary business combine (RTI, Raggruppamento Temporaneo di Imprese) established 
by Selex Service Management and a company outside the Leonardo Group. It should be 
noted that on 1 July 2015 the Judge for Preliminary Hearings (GUP, Giudice dell’Udienza 
Preliminare) ordered the committal for trial of the former Chairman and Chief Executive 
Officer of Leonardo, for crimes under Articles 81, paragraph 2, 110, 326, 353, paragraphs 
1 and 2, of the Italian Criminal Code, and of the former Chief Executive Officer of Selex 
Service Management for crimes under Articles 110, 319 and 321 of the Italian Criminal 
Code and Articles 81, paragraph 2, 110, 326, 353, paragraphs 1 and 2, of the Italian 
Criminal Code, as well as of Selex Service Management itself for violations under Article 
25 of Legislative Decree 231/2001. Leonardo brought a civil action as an aggrieved party. 
The proceedings are now in the trial phase. 
In relation to these proceedings, the former Chief Operations Officer of Selex Service 
Management and the former External Relations Officer of Leonardo were also charged with 
crimes under Articles 81, paragraph 2, 110, 326, 353, paragraphs 1 and 2, of the Italian 
Criminal Code. The former COO was acquitted and the former External Relations Officer of 
Leonardo was found guilty pursuant to Article 444 and ff. of the Italian Code of Criminal 
Procedure;

• criminal proceedings are pending before the Court of Rome involving the Chief Executive 
Officer of the then-Selex Systems Integration GmbH (now Selex ES GmbH), with respect 
to crimes under Articles 110 and 223, paragraph 2(2), of the Italian Criminal Code, with 
regard to Articles 216 and 219, paragraphs 1 and 2(1), of Royal Decree 267/1942, in 
connection with the bankruptcy of a supplier. The proceedings are now in the trial phase;

• criminal proceedings are being conducted by the Turin Public Prosecutor’s Office 
concerning the provision of helicopters to the armed forces, police and other Government 
entities on the part of AgustaWestland, involving certain directors of Leonardo (serving 
from 1994 to 1998) and certain directors/executives of AgustaWestland (serving from 
1999 to 2014) with respect to crimes under Article 449 of the Italian Criminal Code for 
violation of the regulations on the use of asbestos;

• criminal proceedings are pending against certain directors of the then-Breda 
Termomeccanica SpA, subsequently Ansaldo SpA, who served during the period from 1973 
to 1985, charged with having committed the crimes under Article 589, paragraphs 1, 2 
and 3, Article 40, paragraph 2, Article 41, paragraph 1 of the Italian Criminal Code, Article 
2087 of the Italian Civil Code and Article 590, paragraphs 1, 2, 3, 4 and 5, of the Italian 
Criminal Code, for violation of the rules governing the prevention of occupational diseases 
– within which Leonardo has entered appearance in the civil action – on 15 June 2017 the 
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Court of Milan handed down an acquittal judgment. The aforesaid judgment was appealed 
against;

• criminal proceedings are pending with the Public Prosecutor’s Office of Vercelli against 
three former employees of AgustaWestland SpA (who are currently working for Leonardo - 
Helicopters Division) and an employee of AgustaWestland Philadelphia Corporation for the 
crime referred to in Article 449 of the Italian Criminal Code in relation to Articles 428 and 
589 of the Italian Criminal Code, with reference to the accident that occurred in Santhià on 
30 October 2015.

Based upon the information gathered and the results of the analysis carried out so far, the 
directors of Leonardo did not allocate any specific provisions. Any negative developments – 
which cannot be foreseen, nor determined to date – arising from any internal investigations 
or judicial investigations being conducted will be subject to consistent assessment for the 
purposes of provisions (if any).

With regard to the provisions for civil, tax and administrative disputes, it is underlined that 
the Leonardo Group companies’ operations regard industries and markets where many 
disputes, both as petitioner and plaintiff, are settled only after a considerable period of 
time, especially in cases where the customer is a Government entity. Pursuant to the IFRSs, 
provisions have only been set aside for risks that are probable and for which the amount 
can be determined. No specific provisions have been set aside for certain disputes in which 
the Group is defendant as these disputes are reasonably expected to be settled, based on 
current knowledge, satisfactorily and without significantly impacting the Group. Of particular 
note are the following disputes:

• the litigation brought by Reid against Leonardo and Alenia Space (then ALS SpA, now 
SOGEPA SpA) before the Court of Texas in 2001, whereby Reid claimed that the former 
Finmeccanica-Space Division failed to meet its obligations under the contract for the 
implementation of the Gorizont satellite programme. The dispute was settled in favour of 
the Group due to the lack of jurisdiction of the Court appealed to. On 11 May 2007, Reid 
served a complaint on Leonardo and SOGEPA, whereby it brought new proceedings before 
the Court of Chancery in Delaware. In the new proceedings Reid once again submitted the 
same claims for damages as those included in the papers of the previous case developed 
before the Court of Texas, without, however, quantifying the amount of the alleged 
damage. 
In appearing before the Court, Leonardo filed a Motion to Dismiss, asserting that the 
case was time-barred, the statute of limitation had run out and the Court of Delaware did 
not have jurisdiction. On 27 March 2008, the Court issued an order which rejected the 
plaintiff’s claim as the case was time-barred. The opposite party challenged this decision 
before the Supreme Court of Delaware, which issued a decision on 9 April 2009, granting 
the motion and referring the case to the Court of Chancery for a decision on the other 
objection raised by Leonardo and SOGEPA concerning the lack of jurisdiction of the Court 
of Delaware. On 20 November 2014 the Court issued its decision on the question of 
jurisdiction, rejecting the objection raised by Leonardo and SOGEPA. Therefore preliminary 
investigations were conducted, at the end of which Leonardo and SOGEPA filed a Motion 
for summary judgment whereby the companies once again submitted the issue relating 
to the lack of jurisdiction of the Court of Delaware, while asking the Court to reject the 
plaintiff’s petition because it was unfounded as of fact and as of right. By a judgment 
dated 31 January 2018, the Court of Delaware handed down a final judgment and granted 
the Motion for summary judgment. This ruling has become final and, therefore, the 
proceedings have been concluded;

• the litigation brought before the Santa Maria Capua Vetere Court in February 2011 by GMR 
SpA, as the sole shareholder of Firema Trasporti against Leonardo and AnsaldoBreda, was 
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settled with a ruling stating the lack of jurisdiction in favour of the Court of Naples. On 28 
April 2015 the suit was dismissed following the failure by GMR to reinstate the action in 
accordance with the time limits prescribed by law. On 23 June 2015, GMR then served 
a new writ of summons before the Court of Naples, whereby it once again submitted the 
same claims as those brought in the previous proceedings. More specifically, according to 
the plaintiff company, during the period in which Leonardo held an investment in Firema 
Trasporti (from 1993 to 2005), its management and coordination were carried out to the 
detriment of the company itself and in the sole interest of the Leonardo Group. Moreover, 
even after the sale of the investment by Leonardo, Firema Trasporti was allegedly 
de facto subjected to an abuse of economic dependence from the abovementioned 
Group in performing the various agreements existing with AnsaldoBreda. Leonardo and 
AnsaldoBreda appeared before the Court requesting that, on the merits, the plaintiff’s 
claims be dismissed as clearly groundless, as a result of the non-fulfilment of any and all 
conditions required by law as requirements to bring an action against directors pursuant 
to Article 2497 of the Italian Civil Code. Moreover, the aforesaid companies also asked 
the Court to preliminarily hand down a ruling based on the principle of lis alibi pendens 
(i.e. the suit was pending elsewhere and then the claim was precluded) within these new 
proceedings with respect to the pending proceedings, between the same parties, before 
the Naples Court of Appeal. The proceedings described above are still underway.  
It is also recalled that Giorgio and Gianfranco Fiore also brought a third-party action 
against Leonardo and AnsaldoBreda within the proceedings brought by Firema Trasporti 
under Extraordinary Administration before the Court of Naples, against the engineers 
themselves and a number of other defendants. By an order dated 18 November 2014, the 
Court of Naples declared that both the claims submitted by Giorgio and Gianfranco Fiore 
against Leonardo and AnsaldoBreda and those submitted by GMR (the third-party that 
voluntarily intervened in the proceedings in question) were inadmissible; accordingly, the 
Court ordered that Leonardo, AnsaldoBreda and GMR be dropped from action. On 17 June 
2015 the judge responsible for preliminary investigations, who had been replaced in the 
meantime, reversed the previous ruling (with the related declarations of claim preclusion 
and removal from the lawsuit) and ordered the resumption of the discussion of the case, 
which is still underway. Before being reversed, the order for dropping a party from action 
had been challenged before the Naples Court of Appeal by GMR and, on a cross-appeal 
basis, by Leonardo and AnsaldoBreda. On 16 June 2017 the Court declared, in the 
light of the reversal referred to above, that both appeals were inadmissible, due to the 
subsequent lack of interest. On 18 January 2018 Leonardo and AnsaldoBreda appealed 
against this order before the Supreme Court and the proceedings are currently underway;

• the proceedings brought before the Court of Rome on 4 March 2013 by Mr Pio Maria 
Deiana, on his own account and in his capacity as Director of Janua Dei Srl and of Società 
Progetto Cina Srl against Leonardo in order to ask the Court to rule the invalidity of the 
settlement agreement signed in December 2000 by the aforesaid companies and the 
then-Ansaldo Industria (a company which was a subsidiary of Leonardo until 2004 and 
which is now cancelled from the Register of Companies). The aforementioned agreement 
had settled, by way of conciliation, the action brought before the Court of Genoa in 1998 
in order to ask the Court to find Ansaldo Industria liable for breach of contract with regard 
to the agreements for commercial cooperation in the construction of a waste disposal and 
cogeneration plant in China, which then was not built.  
As stated by the plaintiffs in the writ of summons, the abovementioned settlement 
agreement was concluded based on unfair conditions, thus taking advantage of the 
distress of Mr Deiana and of the economic dependence of the plaintiff companies with 
respect to Ansaldo Industria. The claim was submitted against Leonardo, invoking the 
latter’s general liability arising from the control exercised by it on Ansaldo Industria at the 
time of the events being disputed. The damages being sought, to be determined during the 
course of the proceedings, is estimated at €mil. 2,700. On 25 September 2013 Leonardo 
appeared before the Court, arguing, among other things, that it lacks the capacity to be 
sued and asking, on the merits, that the Court rejects the plaintiffs’ claims as they are 
entirely groundless in fact and in law. A minority shareholder of Società Progetto Cina Srl 
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and a minority shareholder of Janua Dei Italia Srl intervened in the case, respectively, 
at the hearings of 14 May 2014 and 25 September 2014. The case was retained for 
decision at the hearing held on 22 November 2017 and we are waiting for the judgment to 
be handed down;

• in the context of the investigation started by the Public Prosecutor’s Office of Milan, by 
a ruling of 20 September 2011 the Court of Milan sentenced Ansaldo Energia for having 
committed the crime under Article 25 of Legislative Decree 231/2001 and ordered 
the confiscation of an equivalent amount of €mil. 98.7 imposing also administrative 
penalties of €150,000. This sentence was also confirmed by the Court of Appeal of 
Milan with a ruling of 24 October 2013. Against this ruling the Company lodged an 
appeal with the Supreme Court which quashed this previous ruling on 10 November 
2015 referring the case to another division of the same Court of Appeal. The latter, by 
a ruling of 28 November 2017, acquitted Ansaldo Energia setting the time limit for the 
filing of the related reasons at ninety days. From the filing of the reasons, should the legal 
requirements obtain, there would be 45 days for challenging the ruling. In respect of the 
guarantee granted for the lawsuit at issue, at the time of the disposal of the investment, 
Leonardo recorded in previous financial years a risk provision covering the amount being 
confiscated in 2011 and the amount of the administrative penalties (€mil. 99). This 
provision has been maintained in the financial statements pending the outcome of the 
proceedings. 

Moreover, given their complexity, their cutting-edge technological content and the nature of 
the customers, the Group’s long-term contracts are sometimes affected by disputes with 
customers in relation to the compliance of works with customer specifications and product 
performances. The Group adjusts the estimated contract costs for foreseeable issues, 
also taking into account the possible developments in the relevant disputes. With regard to 
contracts in progress affected by uncertainties and issues under discussion with customers, 
there are:

• the SISTRI five-year contract, signed between the Ministry for the Environment, Land and 
Sea and Selex Service Management in December 2009 in relation to the design, operation 
and maintenance of the System for Waste Tracking until 30 November 2014, subject to 
the criminal proceedings described above.  
The performance of the contract was affected by a number of legislative acts aimed 
at postponing the time at which it was to come into force, at a drastic reduction of 
the categories of persons under an obligation to adopt the system, at introducing 
simplification and/or optimisation measures of the system and at indefinitely postponing 
the applicable penalties. Such legislative acts had a significant impact on the financial 
stability of the contract, which was further impaired by the non-payment of a large part of 
the amounts due to the company. 
Moreover, on 8 May 2014 the then Italian Public Contracts Regulator (Autorità di 
Vigilanza dei Contratti Pubblici) concluded the procedure that it had opened in July 2012 
by Resolution 10 whereby the Regulator ruled that the award of the SISTRI contract 
did not comply with Article 17 of the Italian Code of Public Contracts in the matter of 
contracts subject to a secrecy classification and ordered the papers of the case to 
be sent to the Ministry and to the Court of Auditors, as well as to the DDA (Direzione 
Distrettuale Antimafia) organised crime unit at the Naples Public Prosecutor’s Office. The 
company appealed against this resolution before the Lazio Regional Administrative Court, 
challenging its lawfulness under various aspects and the related proceedings are still 
underway. In the wake of this resolution, the Ministry blocked a number of payments owed 
to the Company and asked the Government Lawyers (Avvocatura dello Stato) for an opinion 
on the matter. Partial payments were made in December 2014 in response, we assume, 
to the confirmation by the Government Lawyers that the contract is valid and legal. 
On 21 July 2014 Selex Service Management informed the Ministry that it was not 
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its intention to continue with the operation of the system beyond the time-limit of 30 
November 2014 set in the contract, forewarning that it would take steps to protect its 
rights in order to recoup the capital invested and obtain compensation for damages.  
Afterwards, Law 116 of 11 August 2014 as amended which converted Law Decree 91 of 
24 June 2014, by introducing certain significant changes to the wording of Article 11 of 
Law Decree 101 of 31 August 2013 (which had provided, inter alia, (i) that the payment of 
the amounts due would be subject to an audit of the fairness of the final costs throughout 
30 June 2013 and to the availability of the amounts paid by users at that date and (ii) 
a financial rebalancing of the contract, which was then not carried out), extended the 
ultimate effective date of the contract with Selex Service Management until 31 December 
2015, granting Selex Service Management the compensation for the production costs 
calculated up until the aforesaid date, subject to the fairness assessment by the Agency 
for Digital Italy (Agenzia per l’Italia digitale), to the maximum extent of the fees paid by the 
operators.  
Said Law provided that by 30 June 2015 the Ministry for the Environment, Land and Sea 
had to start the procedures for the award of the service under concession in accordance 
with the provisions and methods set out in the Italian Code of Public Contracts. 
Decree Law 244 of 30 December 2016 extended again the ultimate effective date of the 
contract with Selex Service Management “until the date of entry of the new concessionaire 
(…) and anyway with the time limit of 31 December 2017”. Law 205 of 27 December 2017 
once again extended the term of the SISTRI service operation on the part of Selex Service 
Management until 31 December 2018. 
Following the refusal of jurisdiction of the arbitration panel served on the company on 19 
February 2015 by the Government Lawyers, the company brought a legal action against the 
said Ministry before the Court of Rome - Division specialising in business law. This action 
aims at seeking a declaration that the contract had expired on 30 November 2014. 
By an order dated 17 February 2016, the Court granted the claims submitted by Selex 
Service Management pursuant to Article 186-ter of the Italian Code of Civil Procedure and 
ordered the Ministry to pay the plaintiff company an amount of €mil. 12, plus interest and 
VAT. By virtue of the abovementioned order, on 12 December 2016 the Ministry paid Selex 
Service Management an amount of €mil 17. At the hearing held on 24 January 2018 the 
Parties specified their conclusions and the case was retained for decision;

• the supply contract for 12 helicopters signed between AgustaWestland International Ltd 
and the Indian Ministry of Defence in 2010, worth around €mil. 560 in total, which is 
the object of the above described criminal proceedings. On 15 February 2013 the Indian 
Ministry of Defence sent a Show Cause Notice asking the company to provide information 
on the bribery alleged to have occurred in violation of the contract and the Pre-Contract 
Integrity Pact. In the letter, in addition to notifying the company that it was suspending 
payments, the Indian Government suggested that it could possibly cancel the contract if 
the company was unable to provide proof that it was not involved in the alleged corrupt 
conduct. The company promptly provided the information and documentation requested to 
the Indian authorities and also invited the Ministry to initiate bilateral discussions to settle 
the matter. 
Not having received any indication of interest on the part of the Indian Ministry in beginning 
a dialogue, on 4 October 2013 AgustaWestland International Ltd started arbitration 
proceedings provided for by the contract in New Delhi. On 21 October 2013, the Indian 
Ministry served the second Show Cause Notice requesting further documents and once 
again claiming violation of the Pre-Contract Integrity Pact. In a letter sent on that date, 
the Ministry also challenged the applicability of the arbitration clause contained in the 
contract. On 25 November 2013, the company appointed its own arbitrator, the Hon. 
Justice B.N. Srikrishna, a former justice of the Indian Supreme Court, inviting the Ministry 
to designate its own arbitrator within the next 60 days.  
On 1 January 2014, the Indian Ministry of Defence formally communicated its decision to 
cancel/terminate/rescind the contract, and simultaneously notified the company that it 
had taken steps to execute the guarantees and counter-guarantees given in relation to the 
aforesaid contract in the total amount of €mil. 306. On the same date, the Indian Ministry, 
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altering its stance as expressed on 21 October 2013, appointed its own arbitrator, the 
Hon. Justice B.P. Jeevan Reddy, a former judge of the Supreme Court of India.  
On 7 August 2014 the International Chamber of Commerce of Paris appointed William W. 
Park, Professor of Law at the Boston University, to act as the third arbitrator.  
On 28 October 2014, the Indian Ministry of Defence filed a defence brief raising a 
number of preliminary objections challenging, among other things, whether the case 
could be referred to arbitration. At the hearing of 5 April 2017, the Arbitration Board 
requested AgustaWestland International Ltd and the Indian Ministry to file their defence 
papers, reserving to hand down its decision on the preliminary exceptions raised. On 29 
September 2017, the company filed its own Statement of Claim whereby it specified its 
claims restating the reasonableness of the same, also in light of the acquittal rulings 
handed down by the Court of Appeal of Milan on 8 January 2018 in the context of the trial 
against the former Chairman and Chief Executive Officer of Leonardo SpA and against the 
former Chief Executive Officer of AgustaWestland SpA. On 28 February 2018, the Indian 
Ministry filed its Statement of Defence whereby it requested the rejection of the plaintiff’s 
claim and asked a as counterclaim that AgustaWestland International Ltd be ordered to 
pay damages quantified in €mil. 514.  
It should be recalled that, on 23 May 2014, in the framework of the proceedings pursuant 
to Article 700 of the Italian Code of Civil Procedure brought by AgustaWestland SpA and 
AgustaWestland International Ltd to prevent the enforcement of the guarantees, the 
Court of Milan – in partial acceptance of the complaint submitted by the Indian Ministry 
of Defence – partially amended the order it had previously handed down and revoked its 
injunction with regard to the whole amount of the Performance Bond equal to about €mil. 
28 and up to an amount of about €mil. 200 as regards the Advance Bank Guarantees, as 
only about €mil. 50 of the guarantees cannot be enforced (corresponding to the reduction 
that, according to the contract, was to be made from the Advance Bank Guarantees after 
the customer accepted three of the helicopters).  
As to the portion of the delivery already made (3 helicopters already delivered, plus spare 
parts and support), which is only partially covered by the advances received and not 
subject to the enforceability of the guarantees, the recoverability of the remaining balance 
as at 31 December 2017, as well as the recognition of any compensation to be paid or 
received, are dependent upon the settlement of the overall lawsuit.

22. Employee benefit obligations

31 December 2017 31 December 2016

Liabilities Assets Net Liabilities Assets Net

Severance pay 
provision 329 - 329 340 - 340

Defined-benefit plans 199 335 (136) 338 367 (29)

Defined-contribution 
plans 26 - 26 24 - 24

554 335 219 702 367 335
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The net liabilities for defined-benefit retirement plans are broken down below:

31 December 2017 31 December 2016

GBP area (254) (168)

Euro area 6 6

USD area 91 114

Other 21 19

(136) (29)

Below is a breakdown of defined-benefit plans and statistical information regarding the 
excess (deficit) of the plans:

31 December 2017 31 December 2016

Present value of obligations (2,783) (2,802)

Fair value of plan assets 2,919 2,831 

Plan deficit 136 29

of which, related to:

- net liabilities (199) (338)

- net assets 335 367

Changes in the defined-benefit plans are shown below:

31 December 2017

Present value 
of obligations

Fair value 
of plan 
assets

Net liability 
defined-

benefit plans

Opening balance 2,802 2,831 (29)

Costs of benefits paid 53 - 53

Net interest expenses 74 74 - 

Remeasurement 53 133 (80)

 - Actuarial losses/(gains) through equity - demographic assumption (43) - (43)

 - Actuarial losses/(gains) through equity - financial assumptions 96 - 96

 - Actuarial losses/(gains) through equity resulting from adjustments based 
on the experience - 23 (23)

 - Expected return on plan assets (no interest) - 110 (110)

Curtailments - - - 

Contributions paid (14) 57 (71)

Contributions from other plan participants 11 11 - 

Exchange-rate differences (118) (112) (6)

Benefits paid (76) (75) (1)

Other changes (2) - (2)

Closing balance 2,783 2,919 (136)

of which, related to:

- net liabilities 2,019 1,820 199

- net assets 764 1,099 (335)
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31 December 2016

Present value 
of obligations

Fair value 
of plan 
assets

Net liability 
defined-

benefit plans

Opening balance 2,613 2,576 37

Costs of benefits paid 57 - 57

Net interest expenses 86 85 1

Remeasurement 561 623 (62)

 - Actuarial losses/(gains) through equity - demographic assumption (15) - (15)

 - Actuarial losses/(gains) through equity - financial assumptions 600 - 600

 - Actuarial losses/(gains) through equity resulting from adjustments based  
on the experience (23) 10 (33)

 - Expected return on plan assets (no interest) (1) 613 (614)

Curtailments (122) (106) (16)

Contributions paid - 68 (68)

Contributions from other plan participants 13 13 - 

Exchange-rate differences (344) (367) 23

Benefits paid (62) (61) (1)

Other changes - - - 

Closing balance 2,802 2,831 (29)

of which, related to:

- net liabilities 2,104 1,766 338

- net assets 698 1,065 (367)

The amount recognised in the income statement for defined-benefit plans (including 
severance pay) was calculated as follows:

2017 2016

Current service costs 69 58

Past service costs (15) - 

Curtailments and settlements - (16)

Costs booked as “personnel expenses” 54 42

Net interest expenses 3 5

Costs booked as “financial expenses” 3 5

57 47
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Changes in severance pay provision are shown below:

31 December 2017 31 December 2016

Opening balance 340 360

Costs of benefits paid 1 1

Net interest expenses 3 4

Remeasurement 4 8

 - Actuarial losses/(gains) through equity - financial assumptions 5 8

 - Actuarial losses/(gains) through equity resulting from adjustments 
based on the experience (1) -

Benefits paid (20) (32)

Other changes 1 (1)

Closing balance 329 340

The main actuarial assumptions used in the valuation of defined-benefit plans and of the 
portion of severance pay provision that has maintained the nature of defined-benefit plan are 
as follows:

Severance pay provision Defined-benefit plans 

31 December 2017 31 December 2016 31 December 2017 31 December 2016

Discount rate (annual) 0.9% 1.1% 2.5%-3.15% 2.7%-3.2%

Rate of salary increase n.a. n.a. 3.3%-3.5% 3.55%-4.3%

Inflation rate 1.5% 1.5% 2.2%-5% 2.2%-5%
 
The discount rate utilised to discount the defined-benefit plans is determined with reference 
to expected returns of the AA-rated bonds.

The sensitivity analysis for each significant actuarial assumption, which shows the effects on 
bonds in absolute value, is as follows:

Severance pay provision Defined-benefit plans

31 December 2017 31 December 2016 31 December 2017 31 December 2016

-0.25% +0.25% -0.25% +0.25% -0.25% +0.25% -0.25% +0.25%

Discount rate (annual) 5 (5) 6 (6) 98 (98) 109 (109)

Inflation rate (4) 4 (3) 3 (69) 69 (79) 79
 
The average duration of the severance pay is 9 years while that of the other defined-benefit 
plans is 18 years.

The estimate of the contributions to be paid in 2018 related to defined-benefit plans is about 
€mil. 57.

As regards the strategies of correlation of assets and liabilities in defined-benefit plans, there 
is the prevalence of investing in diversified assets in order to limit the negative impact, if any, 
on the total return on the plan assets. In particular, there is the tendency to invest in shares, 
investment funds and bonds. 
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Assets of defined-benefit plans include:

31 December 2017 31 December 2016

Cash and cash equivalents 159 118

Shares and investment funds 1,214 1,501

Debt instruments 1,331 1,115

Real properties 14 30

Derivatives 201 67

2,919 2,831

23. Current and non-current liabilities

 31 December 2017 31 December 2016

Non-current Current Non-current Current

Employee obligations 48 323 47 322

Deferred income 105 79 114 93

Amounts due to social security institutions - 168 - 164

Payables to MED (Law 808/1985) 262 109 307 106

Payables to MED for monopoly costs (Law 
808/1985) 181 45 196 31

Other liabilities (Law 808/1985) 222 - 190 - 

Indirect tax liabilities - 102 - 119

Derivatives - 234 - 337

Other payables 249 706 301 868

Other payables to related parties (Note 35) - 134 - 166

1,067 1,900 1,155 2,206

The payables to the Ministry for Economic Development (MED) relate to monopoly costs 
accrued under Law 808/1985 on national security and similar projects, as well as payables 
for grants received from MED for the development of programmes not related to national 
security and similar projects eligible for benefits under Law 808/1985. 

“Other liabilities (Law 808/1985)” include the difference between the monopoly costs 
charged for the national security programmes and the amount actually due based on agreed 
repayment ratios.

“Other payables” include, in particular, the non-current payable due to Bell Helicopter 
amounting to €mil. 257 (€mil. 275 at 31 December 2016), deriving from the acquisition 
of 100% of the AW609 programme. This amount also includes the reasonably estimated 
potential consideration due to Bell Helicopter based on the commercial success of the 
programme. 
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24. Trade payables

31 December 2017 31 December 2016

Suppliers 2,882 2,762

Trade payables to related parties (Note 35) 73 76

2,955 2,838

25. Guarantees and other commitments

Leases
The Group is party to a number of operating leases as both lessor and lessee primarily for 
the purposes of granting or acquiring the use of plant and equipment. Below are the non-
cancellable minimum future payments and collections relating to operating lease contracts:

 31 December 2017 31 December 2016

Operat. lease as lessee Operat. lease as lessor Operat. lease as lessee Operat. lease as lessor

Within 1 year 69 8 68 9

2 to 5 years 164 8 191 10

Beyond 5 
years 104 1 141 4

337 17 400 23

Guarantees
The Group had the following outstanding guarantees:

 31 December 2017 31 December 2016

Guarantees in favour of third parties 17,174 17,371

Other unsecured guarantees given to third parties 594 844

Unsecured guarantees given 17,768 18,215

The item mainly includes guarantees given to third parties, banks and insurance companies 
as well as commitments in favour of lenders, tax authorities and customers.

26. Revenues

 2017 2016

Revenues from sales 6,540 6,752

Revenues from services 3,016 3,232

Change in work in progress 105 (61)

Revenues from related parties (Note 35) 1,866 2,079

11,527 12,002

The trends in revenues by business segment are described in the section related to sectors’ 
performance in the Report on Operations.
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27. Other operating income/(expenses)

2017 2016

Income Expenses Net Income Expenses Net

Grants for research and development 
costs (*) 24 - 24 25 - 25

Other operating grants 11 - 11 17 - 17

Gains/(Losses) on sales of 
intangible asset, property, plant and 
equipment 1 - 1 10 (2) 8

Reversals/(Accruals) to provisions 
for risks, final losses on orders and 
impairment of receivables 317 (304) 13 440 (396) 44

Exchange-rate difference on 
operating items 171 (174) (3) 190 (178) 12

Insurance reimbursements 3 - 3 4 - 4

Restructuring costs 2 (14) (12) - (37) (37)

Indirect taxes - (36) (36) - (34) (34)

Other operating income/(expenses) 36 (55) (19) 51 (82) (31)

Other operating income/(expenses) 
from related parties (Note 35) 4 - 4 5 (1) 4

569 (583) (14) 742 (730) 12

(*) To which receivables for grants assessed by the grantor in relation to capitalised costs of €mil. 5 (€mil. 65 at 31 
December 2016) are added, plus the assessment of “non-recurring costs pending under Law 808/1985” (Note 13) 
equal to €mil. 83 (€mil. 58 at 31 December 2016).

Restructuring costs include both costs incurred and accruals to the “restructuring provision”. 
Costs and accruals relating to personnel are found under personnel expenses (Note 28).
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28. Purchases and personnel expenses

2017 2016

Purchase of materials from third parties 3,843 3,869

Change in inventories of raw materials (53) 228

Costs for purchases from related parties (Note 35) 16 63

Purchases 3,806 4,160

Services rendered by third parties 3,157 3,150

Costs of rents and operating leases 108 105

Royalties 6 8

Software fees 19 19

Rental fees 19 20

Services rendered by related parties (Note 35) 339 108

Services 3,648 3,410

Wages and salaries 2,324 2,391

Social security contributions 484 493

Costs related to defined-contribution plans 107 108

Costs related to severance pay provision and other defined-
benefit plans (Note 22) 54 42

Employee disputes 2 2

Restructuring costs - net 39 43

Other personnel expenses 101 79

Personnel expenses 3,111 3,158

Change in finished goods, work in progress and semi-finished 
goods (1) 170

Internal work capitalised (289) (349)

Total purchases and personnel expenses 10,275 10,549

Overall restructuring costs were equal to €mil. 56 (€mil. 102 in 2016), essentially in relation 
to the Electronics, Defence & Security Systems (€mil. 30) and Other activities (€mil. 25) 
sectors.

In terms of personnel expense, this item decreased by €mil. 47 due to the impact related to 
the change in the average workforce and to the decrease in restructuring costs. 
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The average workforce in 2017 significantly decreased (no. 954 units) in comparison with FY 
2016 mainly due to the sectors of Helicopters (no. 587 units, of which no. 137 units in Italy) 
and Electronics, Defence & Security Systems (no. 321 units, of which 101 in Italy).

The decrease was due to the streamlining and efficiency improvement processes, mainly 
attributable to the sectors of Helicopters (no. 418 units, of which no. 88 units in Italy) and 
Electronics, Defence & Security Systems (no. 84 units).

Average workforce Total workforce

31 December 
2017

31 December 
2016

Change 31 December 
2017

31 December 
2016

Change

Senior 
managers 
(*) 1,125 1,143 (18) 1,131 1,134 (3)

Middle 
managers 5,346 5,372 (26) 5,467 5,301 166

Clerical 
employees 26,188 26,680 (492) 26,489 26,915 (426)

Manual 
labourers 
(**) 12,196 12,614 (418) 12,047 12,281 (234)

44,855 45,809 (954) 45,134 45,631 (497)

(*) Includes pilots.
(**) Includes senior manual labourers.

29. Amortisation, depreciation and impairment losses

2017 2016

Amortisation of intangible assets 258 335

Development costs 62 62

Non-recurring costs 44 113

Acquired through business combinations 98 97

Concessions, licences and trademarks 16 14

Other intangible assets 38 49

Depreciation of property, plant and equipment and 
investment properties 308 365

Impairment of operating receivables 95 57

Impairment of other assets 15 21

676 778

The impairment of other assets refers to the write-down of development costs and of tangible 
assets mainly related to the Helicopters sector. 
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30. Financial income and expenses
 
Below is a breakdown of financial income and expenses:

 2017 2016

Income Expenses Net Income Expenses Net

Interest 5 (252) (247) 5 (259) (254)

Premiums received/(paid) on IRS 6 (8) (2) 6 (6) - 

Commissions on borrowings - (14) (14) - (14) (14)

Other commissions 1 (5) (4) 2 (9) (7)

Income/(Expenses) from equity investments and 
securities - (8) (8) 14 (52) (38)

Fair value gains/(losses) through profit or loss 18 (22) (4) 48 (11) 37

Premiums (paid)/received on forwards 38 (52) (14) 32 (44) (12)

Exchange-rate differences 141 (157) (16) 336 (318) 18

Interest cost on defined-benefit plans (Note 22) - (3) (3) - (5) (5)

Financial income/(expenses) - related parties 
(Note 35) 10 (4) 6 33 (5) 28

Other financial income and expenses 16 (163) (147) 17 (92) (75)

235 (688) (453) 493 (815) (322)

The deterioration of net financial expenses compared to 2016 is strongly affected by the 
costs associated with the buy back of a part of the Group’s bonds completed during 2017 
(€mil. 97). The change is also due to the effect of the exchange-rate gains of which the 
financial year 2016 had benefitted that are also reflected in the fair value of derivatives: the 
two items generate an overall deterioration of €mil. 75. More specifically:

• net interest expenses decreased by €mil. 7. The item includes €mil. 240 (€mil. 246 in 
2016) related to interest on bonds;

• the expenses arising from the application of fair value break down as follows:

2017 2016

Income Expenses Net Income Expenses Net

Exchange-rate swaps - - - 1 - 1

Interest-rate swaps - - - - (1) (1)

Ineffective portion of hedging swaps 18 (18) - 38 (10) 28

Embedded derivatives - (4) (4) 9 - 9

18 (22) (4) 48 (11) 37

• costs from equity investments and securities are related to the capital loss arising from 
the disposal of the minority stake in Atitech. On the contrary, the comparative data 
included the net effect from the sale of certain businesses of Leonardo DRS and capital 
losses related to SuperJet, net of the capital gain from the disposal of FATA;

• other net financial expenses include the abovementioned charges deriving from the buy-
back transactions. They also encompass the effect from the discount-back of non-current 
liabilities and assets.
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31. Income taxes
 
Income taxes can be broken down as follows:

 2017 2016

IRES (7) (14)

IRAP (17) (23)

Other income taxes (foreign) (44) (65)

Tax related to previous periods 7 4

Provisions for tax disputes (11) (36)

Deferred tax - net (51) (24)

(123) (158)

The balance of deferred tax is adversely affected (€mil. 50) by the US tax reform as a result 
of which the amount of deferred tax assets recognised by the Group against tax losses and 
temporary differences in the USA was realigned based on the new tax rates, which were 
reduced in relation to federal taxes from 35% to 21%.

In 2017 the tax rate decreased as follows mainly as a result of the reduction in the corporate 
tax rate on income produced in Italy (from 27.5% to 24%):

2017 2016

Pre-tax result 397 665 a

Total taxes 123 158

Accruals for tax litigation (11) (36)

Previous years’ taxes 7 4

Effects of US Tax reform (50)

69 126 b

Tax rate 17.4% 18.9% b/a

Deferred taxes and related receivables and payables at 31 December 2017 were the result 
of the following temporary differences. In this regard, we point out that part of the deferred 
tax assets relate to tax losses valued on the basis of the taxable income envisaged in the 
companies’ plans, in particular €mil. 131 is related to the tax consolidation mechanism 
(about €bil. 0.7 of unrecognised losses).

 2017 2016

Deferred tax assets on tax losses (12) 12

Property, plant and equipment and intangible assets 23 31

Financial assets and liabilities - (3)

Severance pay and retirement benefits (4) (8)

Provision for risks and impairment (27) (47)

Effect of change in tax rate (50) (7)

Other 19 (2)

Deferred taxes recognised through profit or loss (51) (24)
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31 December 2017 31 December 2016

Balance sheet Balance sheet

Assets Liabilities Net Assets Liabilities Net

Deferred tax assets on tax losses 244 - 244 311 - 311

Property, plant and equipment and 
intangible assets 59 205 (146) 77 239 (162)

Severance pay and retirement benefits 8 24 (16) 8 27 (19)

Provision for risks and impairment 593 - 593 646 - 646

Other 89 73 16 97 105 (8)

Offsetting (5) (5) - (38) (38) - 

Deferred taxes recognised through 
balance sheet 988 297 691 1,101 333 768

On cash-flow hedge derivatives 20 3 17 31 1 30

On actuarial gains and losses 59 52 7 99 57 42

Deferred taxes recognised through 
equity 79 55 24 130 58 72

1,067 352 715 1,231 391 840

32. Assets held for sale and discontinued operations
 
In 2017 and 2016 there were no discontinued operations. 

The figure related to assets held for sale included at 31 December 2017 and at 31 
December 2016 the value of the fixed assets owned by Leonardo Global Solutions, under 
disposal.
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33. Earnings per share
 
Earnings/(Losses) per share (hereinafter “earnings per share” or “EPS”) are calculated as 
follows:

• for basic EPS, by dividing net profit attributable to holders of ordinary shares by the 
average number of ordinary shares for the period less treasury shares;

• for diluted EPS, by dividing net profit by the average number of ordinary shares and the 
average number of ordinary shares potentially deriving from the exercise of all the option 
rights for stock-option plans less treasury shares. 

 2017 2016

Average shares outstanding during the reporting period 
(in thousands) 574,425 574,543

Earnings for the period (excluding non-controlling interests) 
(€ millions) 272 505

Earnings from continuing operations (excluding non-
controlling interests) (€ millions) 272 505

Earnings from discontinued operations (excluding non-
controlling interests) (€ millions) - - 

Basic and diluted EPS (€) 0.474 0.879

Basic and diluted EPS from continuing operations (€) 0.474 0.879

Basic and diluted EPS from discontinued operations (€) n.a. n.a.



Leonardo Annual Financial Report 2017

173

34. Cash flows from operating activities 

 2017 2016

Net result 274 507

Amortisation, depreciation and impairment losses 676 778

Share of profits/(losses) of equity-accounted investees (288) (300)

Income taxes 123 158

Cost of severance pay provision and other defined-benefit 
plans 54 42

Net financial expenses/(income) 453 322

Net allocations to the provisions for risks and inventory 
write-downs 255 191

Other non-monetary items 42 (7)

1,589 1,691

Costs of pension plans include the portion of costs relating to defined-benefit pension plans 
that is recognised as a personnel expense (the portion of costs relating to interest is carried 
among net financial expenses). 

The changes in working capital, net of the effects of the acquisition and sale of consolidated 
companies and foreign currency translation differences, are as follows:

 2017 2016

Inventories (485) 185

Contract work in progress and progress payments and 
advances from customers 371 191

Trade receivables and payables 62 (605)

Change in trade receivables/payables, work in progress/
progress payments and inventories (52) (229)

The changes in other operating assets and liabilities, net of the effects of the acquisition and 
sale of consolidated companies and foreign currency translation differences, are as follows:

 2017 2016

Payment of pension plans (91) (102)

Change in provisions for risks and other operating items (332) (243)

Change in other operating assets and liabilities and 
provisions for risks and charges (423) (345)
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35. Related-party transactions
 
Related-party transactions are carried out at arm’s length, as is settlement of the interest-
bearing receivables and payables when not governed by specific contractual conditions. 
The relevant financial statements amounts are shown below. The statement of cash flows 
presents the impact of related-party transactions on cash flows.

Receivables at 31 December 2017

Non-current 
loans and 

receivables

Other non-
current 

receivables

Current 
loans and 

receivables

Trade 
receivables

Other 
current 

receivables

Total

Unconsolidated subsidiaries

Other with unit amount lower than €mil. 10 2 2

Associates

NHIndustries SAS 183 183

Eurofighter Jagdflugzeug GmbH 62 62

Iveco - OTO Melara Scarl 12 12

Macchi Hurel Dubois SAS 12 12

AgustaWestland Aviation Services LLC 13 13

Advanced Air Traffic Systems SDH BHD 10 10

Other with unit amount lower than €mil. 10 15 15

Joint Ventures

GIE ATR 53 53

Joint Stock Company Helivert 38 38

MBDA SAS 21 21

Thales Alenia Space SAS 105 27 132

Telespazio SpA 12 12

Rotorsim USA LLC

Other with unit amount lower than €mil. 10 2 5 5 12

Consortiums (*)

Other with unit amount lower than €mil. 10 3 15 18

Companies subject to the control or 
considerable influence of the MEF

ENAV SpA  17 17

Fintecna SpA 56 56

Other 16 16

Total  110 569 5 684

% against total for the period n.a. n.a. 70.1% 17.9% 2.1%

(*) Consortiums over which the Group exercises considerable influence or which are subject to joint control.
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Receivables at 31 December 2016

Non-current 
loans and 

receivables

Other non-
current 

receivables

Current 
loans and 

receivables

Trade 
receivables

Other 
current 

receivables

Total

Unconsolidated subsidiaries

Other with unit amount lower than €mil. 10 10 10

Associates

NHIndustries SAS 198 198

Eurofighter Jagdflugzeug GmbH 76 76

Iveco - OTO Melara Scarl 36 36

Macchi Hurel Dubois SAS 20 20

Orizzonte - Sistemi Navali SpA 23 23

Other with unit amount lower than €mil. 10 1 33 1 35

Joint Ventures

GIE ATR 61 61

Joint Stock Company Helivert 53 53

MBDA SAS 22 1 23

Thales Alenia Space SAS 34 21 1 56

Telespazio SpA 1 2 12 15

Rotorsim USA LLC 10 10

Other with unit amount lower than €mil. 10 2 1 3

Consortiums (*)

Other with unit amount lower than €mil. 10 3 15 18

Companies subject to the control or 
considerable influence of the MEF

ENAV SpA 29 29

Poste Italiane SpA 16 16

Fintecna SpA 12 12

Other 18 18

Total 1  40 667 4 712

% against total for the period 3.6% n.a. 40.8% 19.5% 1.7%

(*) Consortiums over which the Group exercises considerable influence or which are subject to joint control.
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Payables at 31 December 2017

Non-current 
loans and 

borrowings

Other non-
current 

borrowings

Current 
loans and 

borrowings

Trade 
payables

Other 
current 

payables

Total Guarantees

Unconsolidated subsidiaries

Other with unit amount lower than 
€mil. 10 2 2

Associates

Eurofighter Jagdflugzeug GmbH 19 11 30

Other with unit amount lower than 
€mil. 10 3 14 9 26

Joint Ventures

MBDA SAS 648 2 2 652 47

GIE ATR 2 111 113

Rotorsim Srl 14 14

Telespazio SpA 31 2 6 39 201

Other with unit amount lower than 
€mil. 10 6 6

Consortiums (*)

Other with unit amount lower than 
€mil. 10 4 4

Companies subject to the control or 
considerable influence of the MEF

Enel SpA 14 14

Other 2 6 8

Total 701 73 134 908 248

% against total for the period n.a. n.a. 49.5% 2.5% 8.4%

(*) Consortiums over which the Group exercises considerable influence or which are subject to joint control.
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Payables at 31 December 2016

Non-current 
loans and 

borrowings

Other non-
current 

borrowings

Current 
loans and 

borrowings

Trade 
payables

Other 
current 

payables

Total Guarantees

Unconsolidated subsidiaries

Other with unit amount lower than 
€mil. 10 4 5 9

Associates

Eurofighter Jagdflugzeug GmbH 38 38

Other with unit amount lower than 
€mil. 10 4 25 5 34

Joint Ventures

MBDA SAS 440 7 1 448 47

GIE ATR 2 148 150

Rotorsim USA LLC 14 14

Telespazio SpA 14 1 5 20 228

Other with unit amount lower than 
€mil. 10 11 11

Consortiums (*)

Other with unit amount lower than 
€mil. 10 2 1 3

Companies subject to the control or 
considerable influence of the MEF

Other 2 9 6 17

Total 502 76 166 744 275

% against total for the period n.a. n.a. 39.6% 2.7% 9.3%

(*) Consortiums over which the Group exercises considerable influence or which are subject to joint control.

 
Trade receivables are commented on later, along with revenues from related parties.

Current loans and receivables, trade payables and other current payables to related parties 
mainly refer to receivables and payables from/to Joint Ventures.

Loans and borrowings from related parties include in particular the amount of €mil. 648 
(€mil. 440 at 31 December 2016) due by Group companies to the Joint Venture MBDA 
and payables of €mil. 19 (€mil. 38 at 31 December 2016) to Eurofighter, 21% owned. As 
regards the latter, under a cash pooling agreement its surplus cash and cash equivalents are 
distributed among the partners.
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Income statement transactions at 31 December 2017

Revenues Other 
operating 

income

Costs Other 
operating 

costs

Financial 
income

Financial 
expenses

Unconsolidated subsidiaries

Cardprize TWO Ltd 11

Other with unit amount lower than €mil. 10 2

Associates

Eurofighter Jagdflugzeug GmbH 621 207

NHIndustries SAS 275

Orizzonte - Sistemi Navali SpA 176

Iveco - OTO Melara Scarl 70

Macchi Hurel Dubois SAS 53

AgustaWestland Aviation Services LLC 14

Advanced Air Traffic Systems SDH BHD 17

Other with unit amount lower than €mil. 10 24 11 1

Joint Ventures

GIE ATR 236

MBDA SAS 72

Thales Alenia Space SAS 58

Rotorsim Srl 22

Other with unit amount lower than €mil. 10 10 4 25 1 3

Consortiums (*)

Eurotorp G.e.i.e. 30

Other with unit amount lower than €mil. 10 2 2

Companies subject to the control or considerable 
influence of the MEF

ENAV SpA 31

Enel SpA 74

Fintecna SpA 66

Poste Italiane SpA 32

Cassa Depositi e Prestiti Equity 9

Other 79 1

Total 1,866 4 355 10 4

% against total for the period 16.2% 0.7% 3.5% n.a. 4.3% 0.6%

(*) Consortiums over which the Group exercises considerable influence or which are subject to joint control.
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Income statement transactions at 31 December 2016

Revenues Other 
operating 

income

Costs Other 
operating 

costs

Financial 
income

Financial 
expenses

Unconsolidated subsidiaries

Cardprize TWO Ltd 11

Other with unit amount lower than €mil. 10 1 6

Associates

Eurofighter Jagdflugzeug GmbH 703

NHIndustries SAS 343

Orizzonte - Sistemi Navali SpA 206

Iveco - OTO Melara Scarl 123 3

Macchi Hurel Dubois SAS 73

AgustaWestland Aviation Services LLC 12

Atitech Manufactoring Srl 16

Other with unit amount lower than €mil. 10 31 17 1

Joint Ventures

GIE ATR 331 62

MBDA SAS 51 2

Thales Alenia Space SAS 69

SuperJet International SpA 21 2

Telespazio SpA 1

Rotorsim Srl 3 16

Other with unit amount lower than €mil. 10 11 1 16

Consortiums (*)

Other with unit amount lower than €mil. 10 4 2

Companies subject to the control or considerable 
influence of the MEF

ENAV SpA 37

Poste Italiane SpA 29

Cassa Depositi e Prestiti Equity 30

Eni SpA 16

Other 34 1 9

Total 2,079 5 171 1 33 5

% against total for the period 17.3% 0.7% 1.6% 0.1% 6.7% 0.6%

(*) Consortiums over which the Group exercises considerable influence or which are subject to joint control.
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The most significant trade receivables and revenues, in addition to those from Joint Ventures, 
are related to:

• Eurofighter in the scope of the EFA aeronautical programme;

• the Iveco - OTO Melara consortium for production and post-sales assistance on defence 
and security ground vehicles (VBM Freccia for the Italian Army);

• NHIndustries in the scope of the NH90 helicopter programme;

• Orizzonte - Sistemi Navali for the FREMM programme;

• Macchi Hurel Dubois for the commercialisation of nacelles.

36. Financial risk management
 
The Leonardo Group is exposed to financial risks associated with its operations, specifically 
related to these types of risks:

• interest-rate risks, related to the Group’s financial exposure;

• exchange-rate risks, related to operations in currencies other than the reporting currency;

• liquidity risks, relating to the availability of financial resources and access to the credit 
market;

• credit risks, resulting from normal commercial transactions or financing activities.

Leonardo carefully and specifically follows each of these financial risks, with the objective of 
promptly minimising them, even using hedging derivatives.

The sections below provide an analysis, conducted through sensitivity analysis, of the 
potential impact on the final results deriving from assumed fluctuations in reference 
parameters. As required by IFRS 7, these analyses are based on simplified scenarios 
applied to the final results of the reference periods and, by their own nature, they cannot be 
considered as indicators of the actual effects of future changes in reference parameters with 
different financial statements and market conditions, and cannot reflect the inter-relations 
and the complexity of reference markets.

Interest-rate risk
The Leonardo Group is exposed to interest-rate risk on borrowings. The management 
of interest-rate risk is consistent with the long-standing practice of reducing the risk of 
fluctuations in interest rates while seeking to minimise related borrowing costs.

To that regard and with reference to borrowings equal to €mil. 4,682 at 31 December 2017 
the fixed-rate percentage amounted to around 81%, while the floating-rate percentage is 
around 19%. 

Therefore, at the date of these financial statements, the interest-rate risk exposure is 
moderate since the derivatives to hedge floating interest rates terminated or have been 
completed earlier. 

At 31 December 2017, the outstanding transactions were the following:

• interest-rate swaps fixed/floating/fixed rate for €mil. 200 related to the issue due 2018 
(totalling €mil. 500), which guarantees a fixed rate of 5.30% compared to the bond issue 
rate of 5.75%. Therefore, the average interest rate related to this issue is 5.57%;
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• options for €mil. 200 (CAP and Knock out at 4.20% in relation to the 6-month Euribor 
interest rate), originally purchased in order to partially cover the bond issue due 2025. 
Moreover, given the low cost of the transaction, it is currently deemed appropriate not to 
settle the transaction, in order to use it in the event of the Group’s strategy providing for a 
return to the floating rate, or against an unfavourable floating-rate indebtedness.

The detail of the main interest-rate swaps at 31 December 2017 is as follows:

Notional Underlying 
(maturity)

Fair value 
1 January 

2017

Changes Fair 
value 31 

December  
2017

2017 2016 Income Expenses
CFH 

reserve

IRS fixed/floating/fixed 200 200 Bond 2018 3 - - - 3

Options 200 200 Bond 2025 (5) - - - (5)

Total notional 400 400 (2) - - - (2)

Notional Underlying 
(maturity)

Fair value 
1 January 

2016

Changes Fair 
value 31 

December  
2016

2016 2015 Income Expenses
CFH 

reserve

IRS fixed/floating/fixed 200 200 Bond 2018 3 - - - 3

Options 200 200 Bond 2025 (4) (1) - (5)

Total notional 400 400 (1) - (1) - (2)

The table below shows the effects of the sensitivity analysis for 2017 and 2016 deriving from 
the 50-basis-point shift in the interest rate at the reporting date:

Effect of shift of interest-rate curve

31 December 2017 31 December 2016

Increase of 50 bps Decrease of 50 bps Increase of 50 bps Decrease of 50 bps

Net result 5 (6) 3 (3)

Equity (*) 5 (6) 3 (3)

(*) Defined as sum of earnings and cash-flow hedge reserve.
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Exchange-rate risk
Transaction risk
Due to its commercial operations, the Group’s companies are exposed to the risk of 
fluctuations in the currencies related to those cases in which orders, revenues and costs 
are expressed in currencies other than the functional one used in the financial statements 
(specifically, US dollars and, to a lesser extent, the pound sterling).

Exchange-rate risk management is governed by the directive in force within the Group. The 
purpose of the directive is to standardise management criteria based on industrial-not-
speculative strategies so as to contain risks within specific limits by carefully and constantly 
assessing all foreign currency transaction positions. The methodology adopted calls for the 
systematic hedging of commercial cash flows resulting from the assumption of contractual 
commitments that are certain or highly probable as either buyer or seller, thereby ensuring 
current exchange rates at the date of acquisition of multi-year contracts and neutralising 
the effects of exchange-rate fluctuations. As a result, contracts for purchases or sales 
denominated in a currency different from the functional currency are hedged using forward 
contracts of amounts, maturities, and key parameters that are similar to the underlying 
position. 

The effectiveness of the hedge is tested at least at each interim or year-end reporting date 
using mathematical and statistical methods. In the event that, due to its nature or following 
such tests, a derivative instrument held should be found to no longer be an effective hedge, 
the fair value of the instrument is recognised through profit or loss according to accounting 
principles. In the event the designation of the instrument as a hedge should continue to be 
supported by the tests of actual and future effectiveness, the cash-flow hedge accounting 
method of recognition is adopted (Note 4.3).

Leonardo carries out these transactions with banks in its own interest and in the interest 
of the fully owned entities. These transactions are then matched with the companies of the 
Group, which reflect the relevant impacts in their balance sheet and income statement.

At 31 December 2017 the Leonardo Group had outstanding foreign exchange transactions 
totalling €mil. 6,201 (notional amount) (a decrease of around 8% over the year-earlier period), 
as reported in the table below. Overall, the average euro/US dollar exchange rate for hedging 
purposes is 1,1940 on sales and about 1.248 on purchases relating in particular to the 
portfolio of the Aeronautics Division, whose exposure represents about 79% of the Group’s 
portfolio hedging transaction risk. 

Notional Fair value 
1 January 

2017

Changes Fair 
value 31 

December 
2017

Sales Purchases Total
Discontinued 

operations
Income Expenses

CFH 
reserve

Swap and 
forward 
transactions 2,634 3,567 6,201 (170) - 18 (21) 125 (48)

Notional Fair value 
1 January 

2016

Changes Fair 
value 31 

December 
2016

Sales Purchases Total
Discontinued 

operations
Income Expenses

CFH 
reserve

Swap and 
forward 
transactions 2,757 4,009 6,766 (150) - 48 (10) (58) (170)
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The table below shows the expected due dates of receipts and payments related to derivative 
instruments broken down by main currencies:

31 December 2017 31 December 2016

Notional Receipts Notional Payments Notional Receipts Notional Payments

USD GBP USD GBP USD GBP USD GBP

Cash-flow and fair-value 
hedges

Within 1 year 1,250 262 624 1,303 1,370 62 547 1,365

2 to 3 years 544 3 137 578 732 9 317 323

4 to 9 years 39 - 73 - 65 - 136 382

Total 1,833 265 834 1,881 2,167 71 1,000 2,070

Hedging transactions 
which cannot be 
classified as hedging 
transactions 421 8 420 7 567 3 567 3

Total transactions 2,254 273 1,254 1,888 2,734 74 1,567 2,073

The table below shows the effects of the sensitivity analysis carried out on the change in the 
exchange rates of the euro against the US dollar (USD) and the pound sterling (GBP) and, 
assuming a +/-5% change in the euro/US dollar exchange rate and the euro/pound sterling 
exchange rate compared with the reference rates at 31 December 2017 (1.1993 and 0.8872 
respectively), and 31 December 2016 (1.0541 and 0.8562 respectively).

31 December 2017 31 December 2016

Effect of change in the €/
GBP rate

Effect of change in the €/
USD rate

Effect of change in the €/
GBP rate

Effect of change in the €/
USD rate

Increase  
of 5%

Decrease 
of 5%

Increase 
of 5%

Decrease 
of 5%

Increase 
of 5%

Decrease 
 of 5%

Increase  
of 5%

Decrease 
of 5%

Net result 3 (3) 3 (3) 4 (1) 1 (5)

Equity (*) (23) 25 28 (25) (32) 39 30 (33)

 
(*) Defined as sum of earnings and cash-flow hedge reserve. 

Translation risk
The Group is also significantly exposed to “translation risk”, i.e. the risk that assets and 
liabilities in consolidated companies whose reporting currency is not the euro (mainly USD 
and GBP) can have different values in euros depending on the performance of exchange 
rates, which affect the equity reserve named “translation reserve” (Note 19). It should be 
noted that Leonardo does not hedge translation risk relating to its own equity investments, 
the most important of which are in the USA and in the UK. 

The main equity holdings in the UK had an overall positive net financial position which is 
transferred to Leonardo through cash pooling arrangements. Leonardo systematically hedges 
this exposure through exchange-rate derivatives recognised as fair-value hedges. As a result, 
even though the Group has no economic exposure, it is subject to balance sheet volatility 
directly impacting the amount of Group net debt, which is affected by the realigning payables/
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receivables in foreign currency from third parties or, similarly, by the cash effects deriving 
from the renewal of hedges. 

The effects on the equity of the Group, broken down by the main currencies, are reported in 
Note 19.

Liquidity risk
The Group is exposed to liquidity risk, i.e. the risk of not being able to finance the prospective 
requirements deriving from its usual business and investment operations, as well as those 
connected with the volatility of the relevant commercial markets and with the effects of the 
current reorganisation of the Group, specifically with regard to the financial outlays relating 
to efficiency-improvement processes and to activities linked to business contracts at risk 
of renegotiation or termination. Furthermore, there is the risk of not being able to repay or 
refinance debts at the expiry dates.

In order to face the abovementioned risks, the Group has adopted a series of instruments 
aimed at optimising the management of financial resources through banking transactions and 
bonds. The average maturity of the bonded debt is about 6 years.

Leonardo is the issuer of all the bonds in euro and GBP placed on the market related to the 
EMTN programme.

The EMTN programme, under which all the outstanding bonds of Leonardo have been 
issued, was used in the amount of about €mil. 3,218 at 31 December 2017 compared to 
the total amount of €mil. 4,000. To such amount the bonds issued on the US market by the 
subsidiary Leonardo US Holding Inc. must be added for a total gross value of USDmil. 432.

Furthermore, in order to finance its own ordinary and extraordinary operations, Leonardo can 
use the cash and cash equivalents of €mil. 1,893 generated at 31 December 2017 related 
to Leonardo SpA (€mil. 1,565), to Group companies that, for different reasons, do not fall 
within the scope of the treasury centralisation (€mil. 328) and for the remaining part, to 
cash amounts of the companies falling, directly or indirectly, within the scope of the treasury 
centralisation (also as a result of collections made in the very last days of the period), and to 
deposits made for different reasons.

It should be also recalled that in order to meet the financing needs for ordinary Group 
activities, Leonardo obtained a Revolving Credit Facility (RCF) amounting to €mil. 2,000 with 
maturity date July 2020. 

Finally, it should be noted that in February 2018 Leonardo entered into a new Revolving 
Credit Facility (RCF) line replacing the previous one with a pool of 26 Italian and foreign 
banks. The new RCF provides for the payment of a 75 bp spread over Euribor, lower by 25 
bps than the 100 bp margin of the previous transaction completed in July 2015, with lower 
financial costs in case of use. Furthermore, there was a reduction in the line to €bil. 1.8 
from the €bil. 2 of the previous line, in order to align it to the Group’s cash requirements 
and the extension of the expiry date to February 2023, i.e. the year for which no repayment 
commitments are currently envisaged on financial markets.

Credit risk
The Group is exposed to credit risk, which is defined as the probability of an insolvency with 
respect to a credit position with commercial and financial counterparties.

Regarding commercial transactions, the most significant programmes are made with public 
sector contractors or contractors belonging to public institutions, mainly in the Euro area, in 
the UK and the USA. The risks associated with the counterparty, for contracts with countries 
for which there are no usual commercial relations, are analysed and valued at the time of the 
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offer in order to highlight and mitigate insolvency risks, if any. While solvency is guaranteed 
with public-entity customers, collection times are longer (in some countries they are 
significantly longer) than for other business sectors, creating significant outstanding credit 
positions and the subsequent need for transactions to convert the receivables into cash. 
When possible, the Group hedges against potential defaults of its customers by entering into 
insurance policies with leading Export Credit Agencies (ECAs) internationally and with major 
Italian agencies (e.g. SACE).

Moreover, the types of contracts entered into by the Group provide for sizeable retention of 
money withheld by customers, as well as back-to-back clauses in case of sub-supplies. All 
this inherently extends the times for collection of outstanding receivables.  

Finally, the Group operates in markets which are or have been recently affected by 
geopolitical or financial tensions. In particular, with reference to the situation at 31 December 
2017, we note the following relations with countries exposed to credit risk according to the 
international institutions:

Libya Pakistan
Other 

countries
Total

Assets 70 100 8 178

Liabilities 60 51 6 117

Net exposure 10 49 2 61

Finally, the receivables related to certain existing contracts, as reported in “Leonardo and 
risk management” in the Report on Operations, might not be paid, renegotiated or written off. 
With particular regard to this, we highlight receivables linked to the SISTRI programme and 
to the supply to the Indian Government – already described in Note 21 – as well as amounts 
receivable from Piaggio Aereo Industries being rescheduled (amounting to €mil. 115) and 
from Roma TPL SpA (net value of €mil. 25).

The table below summarises trade receivables at 31 December 2017 and 2016, with most 
of the balance claimed, as indicated, from public-sector contractors or contractors belonging 
to public institutions:

€ billions 31 December 2017 31 December 2016

Portion due 1.7 1.7

- of which: for more than 12 months 0.9 0.8

Portion not yet due 1.5 1.7

Total trade receivables 3.2 3.4

A part of the portion due is offset by a liability, in relation to payable items or provisions for 
risks on any net excesses.

Receivables from financing activities, amounting to €mil. 169 (€mil. 126 at 31 December 
2016) include €mil. 12 (€mil. 28 at 31 December 2016) classified as “non-current” and 
consequently excluded from the net financial position (vice versa, the non-current receivable 
from SuperJet is included within the “Group net debt” indicator, as indicated in Note 20). 
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Loans and receivables are broken down in the table below:

31 December 2017 31 December 2016

Loans and receivables from related parties - 1

Non-current financial receivables from SuperJet 48 65

Other loans and receivables 12 27

Non-current loans and receivables 60 93

Loans and receivables from related parties 110 40

Other loans and receivables 47 58

Current loans and receivables 157 98

Total loans and receivables 217 191

Both trade and financial receivables are impaired individually if they are significant. For 
receivables that are not impaired individually, impairment provisions are accrued on an 
aggregate basis, using historical series and statistical data.

Classification of financial assets and liabilities
The table below shows the fair value hierarchy for the financial assets and liabilities of the 
Group measured at fair value. The fair value of derivatives (classified under other current 
assets and liabilities) and of current securities is determined on the basis of measurement 
techniques which consider directly observable market inputs (the so-called “Level 2”); 
the payable to Bell Helicopter (classified under other current and non-current liabilities) 
is determined on the basis of measurement techniques which do not consider directly 
observable market inputs (the so-called “Level 3”). The fair value of the payable to Bell 
Helicopter was determined by discounting back the estimate of the variable amounts payable 
on the basis of the success of the programme.

31 December 2017 31 December 2016

Level 2 Level 3 Total Level 2 Level 3 Total

Other non-current assets - - - - - - 

Other current assets 184 - 184 165 138 303

Other non-current liabilities - 257 257 - 275 275

Other current liabilities 234 - 234 337 - 337

37. Remuneration to key management personnel
 
Remuneration paid to persons who have strategic power and responsibility of Leonardo 
SpA amounted to €mil. 20 (€mil. 8 at 31 December 2016). The increase is mainly due to 
termination incentives paid to previous top management who left the Company.

Remuneration paid to directors, excluding managers with strategic responsibility, amounted 
to €mil. 1 for 2017 and 2016. This figure includes fees and other compensation, pensions 
and other benefits, including the portion borne by the Company.
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38. Share-based payments
 
As largely reported in the section “Leonardo and sustainability” of the Report on Operations, 
in order to implement an incentive and retention system for the Group’s employees and 
associates, starting from 2015 Leonardo adopted incentive plans which provide for the 
assignment of Leonardo shares, subject to assessing the attainment of pre-set business 
targets. These shares will be awarded to the beneficiaries at the end of the vesting period, 
provided that they have met the condition of being still employed with the Company. The cost 
recognised in the income statement for the share incentive plans amounted in 2017 to €mil. 
9 (€mil. 6 in 2016).

With specific regard to the Long-Term Incentive Plan, the fair value used to measure the 
portion linked to the performance indicators (Group net debt for 25% and ROS for 25%) was 
equal to €13.12 (namely the value of Leonardo shares at the grant date of 31 July 2015) 
with reference to the first three-year cycle (2015-2017), to €9.83 (value of Leonardo shares 
at the grant date of 31 July 2016) with reference to the second three-year cycle (2016-2018) 
and to €14.76 (value of Leonardo shares at the grant date of 31 July 2017) with reference to 
the third three-year cycle (2017-2019).

Vice versa, the award of the remaining 50% of the shares depends upon market conditions 
which affect the determination of the fair value (“adjusted fair value”). The adjusted 
fair value, calculated using the “Monte Carlo” method in order to simulate the possible 
performance of the stock and of the other companies within the basket, was equal to €10.90 
with reference to the first three-year cycle (2015-2017), to €3.88 with reference to the 
second three-year cycle (2016-2018) and to €8.55 with reference to the third three-year cycle 
(2017-2019).

The input data used to calculate the adjusted fair value were:

• the stock price at the grant date;

• the average share price in the three months preceding the performance period;

• the risk-free interest rate based on the zero-coupon yield curve in 36 months;

• the expected volatility of the price of Leonardo shares and of the shares of the other 
companies within the basket based on time series in the 36 months prior to the grant 
date;

• correlation coefficients between Leonardo and the other companies within the basket on 
the basis of logarithms of the daily performance of the stocks in the 36 months prior to 
the grant date;

• dividend distribution forecasts on a historical basis.

With reference to the co-investment plan, in 2017 the requirements for the award of the 
rights were not yet fulfilled in respect of the bonus shares (“matching shares”).

For the Board of Directors 
The Chairman 
(Giovanni De Gennaro) 
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 ATTACHMENT: SCOPE OF CONSOLIDATION

List of companies consolidated on a line-by-line basis (amounts in currency)

Company name Registered office Currency Share capital % Group 
ownership

% Group 
shareholding

Direct Indirect

3083683 NOVA SCOTIA LIMITED Halifax, Nova 
Scotia (Canada)

CAD - 100 100

AGUSTA AEROSPACE SERVICES SA Grace Hollogne 
(Belgium)

EUR 500,000 100 100

AGUSTAWESTLAND AUSTRALIA PTY LTD Sydney 
(Australia)

AUD 400,000 100 100

AGUSTAWESTLAND DO BRASIL LTDA São Paulo 
(Brazil)

BRL 11,817,172 100 100

AGUSTAWESTLAND HOLDINGS LTD Yeovil, Somerset 
(UK)

GBP 40,000 100 100

AGUSTAWESTLAND INDIA PRIVATE LTD New Delhi (India) INR 11,519,450 100 100

AGUSTAWESTLAND INTERNATIONAL LTD Yeovil, Somerset 
(UK)

GBP 511,000 100 100

AGUSTAWESTLAND LTD Yeovil, Somerset 
(UK)

GBP 1,520,304 100 100

AGUSTAWESTLAND MALAYSIA SDN BHD Kuala Lumpur 
(Malaysia)

MYR 2,500,000 100 100

AGUSTAWESTLAND NORTH AMERICA INC. Wilmington, 
Delaware (USA)

USD 1 100 100

AGUSTAWESTLAND PHILADELPHIA CO. Wilmington, 
Delaware (USA)

USD 20,000,000 100 100

AGUSTAWESTLAND POLITECNICO 
ADVANCED ROTORCRAFT CENTER SCARL 
(IN LIQ.)

Milan EUR 400,000 80.00 80.00

AGUSTAWESTLAND PORTUGAL SA Lisbon (Portugal) EUR 100,000 100 100

AGUSTAWESTLAND SPA Rome EUR 702,537,000 100 100

ALENIA AERMACCHI SPA Rome EUR 250,000,000 100 100

ANSALDOBREDA SPA Naples EUR 55,839,139 100 100

BREDAMENARINIBUS SPA Bologna EUR 1,300,000 100 100

DAYLIGHT DEFENCE LLC Wilmington, 
Delaware (USA)

USD 1  100 100

DAYLIGHT SOLUTIONS INC. Wilmington, 
Delaware (USA)

USD 1  100 100

DRS ADVANCE ISR LLC Wilmington, 
Delaware (USA)

USD - 100 100

DRS C3 & AVIATION COMPANY Wilmington, 
Delaware (USA)

USD 1 100 100

DRS CONSOLIDATED CONTROLS INC. Wilmington, 
Delaware (USA)

USD 1 100 100

DRS DEFENSE SOLUTIONS LLC Wilmington, 
Delaware (USA)

USD - 100 100

DRS ENVIRONMENTAL SYSTEMS INC. Wilmington, 
Delaware (USA)

USD 2 100 100

DRS GLOBAL ENTERPRISE SOLUTIONS 
INC. 

Baltimora, 
Maryland (USA)

USD 50 100 100
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List of companies consolidated on a line-by-line basis (amounts in currency)

Company name Registered office Currency Share capital % Group 
ownership

% Group 
shareholding

Direct Indirect

DRS HOMELAND SECURITY SOLUTIONS 
INC.

Wilmington, 
Delaware (USA)

USD 1  100 100

DRS INTERNATIONAL INC. Wilmington, 
Delaware (USA)

USD 1  100 100

DRS NETWORK & IMAGING SYSTEMS LLC Wilmington, 
Delaware (USA)

USD 1 100 100

DRS POWER & CONTROL TECHNOLOGIES 
INC.

Wilmington, 
Delaware (USA)

USD 1 100 100

DRS POWER TECHNOLOGY INC. Wilmington, 
Delaware (USA)

USD 1 100 100

DRS RADAR SYSTEMS LLC Wilmington, 
Delaware (USA)

USD - 100 100

DRS SIGNAL SOLUTIONS INC. Wilmington, 
Delaware (USA)

USD 10 100 100

DRS SURVEILLANCE SUPPORT SYSTEMS 
INC.

Wilmington, 
Delaware (USA)

USD 1 100 100

DRS SUSTAINMENT SYSTEMS INC. Wilmington, 
Delaware (USA)

USD 1,000 100 100

DRS SYSTEMS MANAGEMENT LLC Wilmington, 
Delaware (USA)

USD 1 100 100

DRS SYSTEMS INC. Wilmington, 
Delaware (USA)

USD 1 100 100

DRS TECHNICAL SERVICES GMBH & CO. 
KG

Stuttgart 
(Germany)

EUR - 100 100

DRS TECHNOLOGIES CANADA INC. Wilmington, 
Delaware (USA)

USD 1 100 100

DRS TECHNOLOGIES CANADA LTD Kanata, Ontario 
(Canada)

CAD 100 100 100

DRS TECHNOLOGIES SAUDI ARABIA LLC Riad  
(Saudi Arabia)

SAR 2,000,000 49.00 100

DRS TECHNOLOGIES UK LIMITED Farnham, Surrey 
(UK)

GBP 14,676,000 100 100

DRS TECHNOLOGIES VERWALTUNGS 
GMBH

Baden-
Wurttemberg 
(Germany)

EUR 25,000 100 100

DRS TRAINING & CONTROL SYSTEMS LLC Tallahassee, 
Florida (USA)

USD 510 100 100

DRS TSI INTERNATIONAL LLC Wilmington, 
Delaware (USA)

USD - 100 100

DRS UNMANNED TECHNOLOGIES INC. Wilmington, 
Delaware (USA)

USD 1 100 100

ENGINEERED COIL COMPANY Jefferson City, 
Missouri (USA)

USD 1,000 100 100

ENGINEERED SUPPORT SYSTEMS INC. Jefferson City, 
Missouri (USA)

USD 1 100 100

ESSI RESOURCES LLC Frankfort, 
Kentucky (USA)

USD - 100 100

FATA LOGISTIC SYSTEMS SPA Pianezza (Turin) EUR 100,000 100 100

GLOBAL NETWORK SERVICES LLC Wilmington, 
Delaware (USA)

USD 1 100 100
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List of companies consolidated on a line-by-line basis (amounts in currency)

Company name Registered office Currency Share capital % Group 
ownership

% Group 
shareholding

Direct Indirect

LARIMART SPA Rome EUR 2,500,000 60.00 60.00

LASERTEL INC. Tucson, Arizona 
(USA)

USD 10 100 100

LAUREL TECHNOLOGIES PARTNERSHIP Wilmington, 
Delaware (USA)

USD - 100 100

LEONARDO GLOBAL SOLUTIONS SPA Rome EUR 49,945,983 100 100

LEONARDO DRS INC.  
formerly DRS TECHNOLOGIES INC.

Wilmington, 
Delaware (USA)

USD 1  100 100

LEONARDO MW LTD Basildon, Essex 
(UK)

GBP 270,000,100 100 100

LEONARDO US AIRCRAFT INC. formerly  
ALENIA AERMACCHI NORTH AMERICA INC.

Wilmington, 
Delaware (USA)

USD 44  100 100

LEONARDO US HOLDING INC.  
formerly MECCANICA HOLDINGS USA INC.

Wilmington, 
Delaware (USA)

USD 10 100  100

OTO MELARA IBÉRICA SAU Loriguilla, 
Valencia (Spain)

EUR 120,000 100 100

OTO MELARA NORTH AMERICA LLC Wilmington, 
Delaware (USA)

USD 10,000 100 100

PARTECH SYSTEMS PTY LTD Yerriyong 
(Australia)

AUD 330,00  60.00 60.00

PIVOTAL POWER INC. Halifax, Nova 
Scotia (Canada)

CAD - 100 100

REGIONALNY PARK PRZEMYSLOWY 
ŚWIDNIK SP Z OO

Mechaniczna  
13 - U1, 
Świdnik (Poland)

PLN 7,072,000 74.00 73.00

S.C. ELETTRA COMMUNICATIONS SA Ploiesti 
(Romania)

RON 10,847,960 100 100

SELEX ELSAG LTD Basildon, Essex 
(UK)

GBP 25,800,100 100 100

SELEX ES AUSTRALIA PTY LTD Canberra 
(Australia)

AUD 2 100 100

SELEX ES DO BRASIL LTDA Rio de Janeiro 
(Brazil)

BRL 5,686,457 100 100

SELEX ES ELEKTRONIK TURKEY AS Ankara (Turkey) TRY 79,557,009 100 100

SELEX ES GMBH Neuss (Germany) EUR 2,500,000 100 100

SELEX ES INC. Wilmington, 
Delaware (USA)

USD 1 100 100

SELEX ES INDIA PRIVATE LTD New Delhi (India) INR 30,100,000 100 100

SELEX ES INTERNATIONAL LTD Basildon, Essex 
(UK)

GBP 60,000,000 100 100

SELEX ES LTD Basildon, Essex 
(UK)

GBP 71,500,001 100 100

SELEX ES MALAYSIA SDN BHD Kuala Lumpur 
(Malaysia)

MYR 500,000 100 100

SELEX ES SPA Rome EUR 1,000,000 100 100

SELEX ES SAUDI ARABIA LTD Riad  
(Saudi Arabia)

SAR 500,000 100 100
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List of companies consolidated on a line-by-line basis (amounts in currency)

Company name Registered office Currency Share capital % Group 
ownership

% Group 
shareholding

Direct Indirect

SELEX ES TECHNOLOGIES LTD Nairobi (Kenya) KES 109,600,000 4.11 95.89 100

SELEX GALILEO INC. Wilmington, Delaware 
(USA)

USD 17,750,000 100 100

SELEX SERVICE MANAGEMENT SPA 
(IN LIQ.)

Rome EUR 3,600,000 100 100

SISTEMI DINAMICI SPA Pisa EUR 200,000 100 100

SO.GE.PA. - SOCIETÀ GENERALE DI 
PARTECIPAZIONI SPA

Rome EUR 1,000,000 100 100

T - S HOLDING CORPORATION Austin, Texas (USA) USD 280,000 100 100

TECH-SYM LLC Reno, Nevada (USA) USD 10 100 100

TTI TACTICAL TECHNOLOGIES INC. Ottawa (Canada) CAD 2,500,001 100 100

VEGA CONSULTING SERVICES LTD Welwyn Garden City,  
Herts (UK)

GBP 1,098,839 100 100

VEGA DEUTSCHLAND GMBH Cologne (Germany) EUR 25,700 100 100

WESTLAND SUPPORT SERVICES LTD Yeovil, Somerset (UK) GBP 5,000 100 100

WORLD’S WING SA Geneva (Switzerland) CHF 120,100,000 100 100

WYTWORNIA SPRZETU 
KOMUNIKACYJNEGO “PZL-ŚWIDNIK” 
SPOLKA AKCYJNA

Aleja Lotnikow, 
Świdnik (Poland)

PLN 86,006,050 99.00 99.00

ZAKLAD OBROBKI PLASTYCZNEJ SP 
Z OO

Kuznicza 13 - 
U1, Świdnik (Poland)

PLN 3,800,000 100 99.00

List of subsidiaries and associates valued at cost (amounts in currency)

Company name Registered office Currency Share capital % Group 
ownership

% Group 
shareholding

Direct Indirect

ADVANCED MALE AIRCRAFT LLC Al Ain, Muwaiji (United 
Arab Emirates)

AED 200,000 49.00 49.00

ANSALDOBREDA FRANCE SAS (IN 
LIQ.)

Marseille (France) EUR 200,000 100 100

CCRT SISTEMI SPA (IN BANKR.) Milan EUR 697,217 30.00 30.00

CHONGQING CHUANYI 
ANSALDOBREDA RAILWAY 
TRANSPORT. EQUIP. CO. LTD

Chongqing (China) CNY 50,000,000 50.00 50.00

EARTHLAB LUXEMBOURG SA Luxembourg 
(Luxembourg)

EUR 5,375,000 54.40 34.17

ELSACOM - UKRAINE JOINT STOCK 
COMPANY

Kiev (Ukraine) UAH 7,945,000 49.00 49.00

INDUSTRIE AERONAUTICHE E 
MECCANICHE RINALDO PIAGGIO 
SPA (EXT. ADM.)

Genoa EUR 103,567 30.98 30.98

INMOVE ITALIA SRL Naples EUR 120,000 100 100

PCA ELECTRONIC TEST LTD Grantham,  
Lincolnshire (UK)

GBP 1  100 100
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List of companies consolidated usign the equity method (amounts in currency)

Company name Registered office Currency Share capital % Group 
ownership

% Group 
shareholding

Direct Indirect

A4ESSOR SAS Neuilly-sur-Seine 
(France)

EUR 100,000 23.10 23.10

ADVANCED ACOUSTIC CONCEPTS 
LLC

Wilmington, Delaware 
(USA)

USD - 51.00 51.00

ADVANCED AIR TRAFFIC SYSTEMS 
SDN BHD

Kuala Lumpur 
(Malaysia)

MYR 5,000,000 30.00 30.00

AGUSTAWESTLAND AVIATION 
SERVICES LLC

Abu Dhabi (United 
Arab Emirates)

AED 10,000 30.00 30.00

ALENIA NORTH AMERICA-CANADA CO. Halifax, Nova Scotia 
(Canada)

CAD 1 100 100

AMSH BV Rotterdam (the 
Netherlands)

EUR 36,296,316 50.00 50.00

AVIATION TRAINING INTERNATIONAL 
LTD

Sherborne (UK) GBP 550,000 50.00 50.00

AVIO SPA Rome EUR 90,761,670 28.00  28.00

C-27J AVIATION SERVICES INC. Ottawa (Canada) CAD 10,000 30.00 30.00

CARDPRIZE TWO LIMITED Basildon, Essex (UK) GBP 1 100 100

CONSORZIO ATR GIE Toulouse (France) USD - 50.00 50.00

CONSORZIO TELAER (IN LIQ.) Rome EUR 103,291 100 67.52

DISTRETTO TECNOLOGICO 
AEROSPAZIALE SCARL

Brindisi EUR 150,000 24.00 24.00

E-GEOS SPA Matera EUR 5,000,000 80.00 53.60

ELETTRONICA SPA Rome EUR 9,000,000 31.33 31.33

EUROFIGHTER AIRCRAFT 
MANAGEMENT GMBH (IN LIQ.)

Hallbergmoos 
(Germany)

EUR 127,823 21.00 21.00

EUROFIGHTER JAGDFLUGZEUG 
GMBH

Hallbergmoos 
(Germany)

EUR 2,556,459 21.00 21.00

EUROFIGHTER SIMULATION 
SYSTEMS GMBH

Hallbergmoos 
(Germany)

EUR 260,000 24.00 24.00

EUROMIDS SAS Paris (France) EUR 40,500 25.00 25.00

EUROSYSNAV SAS (IN LIQ.) Paris (France) EUR 40,000 50.00 50.00

EUROTECH SPA Amaro (Udine) EUR 8,878,946 11.08 11.08

FINMECCANICA UK LTD Yeovil, Somerset (UK) GBP 1,000 100 100

GAF AG Munich (Germany) EUR 256,000 100 53.60

GULF SYSTEMS LOGISTICS 
SERVICES COMPANY WLL

Kuwait City (Kuwait) KWD 75,000 40.00 40.00

IAMCO - INTERNATIONAL AEROSPACE 
MANAGEMENT COMPANY SCARL

Mestre (Venice) EUR 208,000 25.00 25.00

ICARUS SCPA (IN LIQ.) Turin EUR 10,268,400 53.06 53.06

IVECO - OTO MELARA SCARL Rome EUR 40,000 50.00 50.00

JIANGXI CHANGHE AGUSTA 
HELICOPTER CO. LTD

Zone Jiangxi Province 
(China)

USD 6,000,000 40.00 40.00

JOINT STOCK COMPANY HELIVERT Moscow (Russia) RUR 10,000 50.00 50.00

LEONARDO AEROSPACE DEFENSE  
& SECURITY INDIA PRIVATE LTD

New Delhi (India) INR 30,000,000 99.90 0.10 100

LEONARDO DO BRASIL LTDA  
formerly FINMECCANICA DO BRASIL 
LTDA

Brasilia (Brazil) BRL 1,203,200 100 100
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List of companies consolidated usign the equity method (amounts in currency)

Company name Registered office Currency Share capital % Group 
ownership

% Group 
shareholding

Direct Indirect

LEONARDO ELECTRONICS PENSION 
SCHEME (TRUSTEE) LTD  
formerly SELEX PENS. SCH. (TRUS.) 
LTD

Basildon,  
Essex (UK)

GBP 100  100 100

LEONARDO HELICOPTERS PENSION 
SCHEME (TRUSTEE) LTD  
formerly AW. UK PENS. SCH. (TRUS.) 
LTD

Yeovil, Somerset (UK) GBP 1  100 100

LIBYAN ITALIAN ADVANCED 
TECHNOLOGY CO.

Tripoli (Libya) EUR 8,000,000 25.00 25.00 50.00

MACCHI HUREL DUBOIS SAS Versailles (France) EUR 100,000 50.00 50.00

MBDA SAS Paris (France) EUR 53,824,000 50.00 25.00

NHINDUSTRIES (SAS) Aix-en-Provence 
(France)

EUR 306,000 32.00 32.00

ORIZZONTE - SISTEMI NAVALI SPA Genoa EUR 20,000,000 49.00 49.00

OTO MELARA DO BRASIL LTDA Rio de Janeiro 
(Brazil)

BRL 1,500,000 100 100

RARTEL SA Bucharest (Romania) RON 468,500 61.00 41.00

ROTORSIM SRL Sesto Calende 
(Varese)

EUR 9,800,000 50.00 50.00

ROTORSIM USA LLC Wilmington, Delaware 
(USA)

USD 12,607,452 50.00 50.00

SAPHIRE INTERNATIONAL AVIATION & 
ATC ENGINEERING CO. LTD

Beijing (China) USD 800,000 65.00 65.00

SELEX ES FOR TRADING OF 
MACHINERY EQUIPMENT AND 
DEVICES LTD

Kuwait City (Kuwait) KWD 807,000 93.00 93.00

SELEX ES (PROJECTS) LTD Basildon, Essex (UK) GBP 100 100 100

SPACEOPAL GMBH Munich (Germany) EUR 500,000 50.00 33.50

TELESPAZIO ARGENTINA SA Buenos Aires 
(Argentina)

ARS 9,900,000 100 66.96

TELESPAZIO BRASIL SA Rio de Janeiro 
(Brazil)

BRL 58,724,000 99.00 66.00

TELESPAZIO FRANCE SAS Toulouse (France) EUR 33,670,000 100 67.00

TELESPAZIO IBERICA SL Barcelona (Spain) EUR 2,230,262 100 67.00

TELESPAZIO LATIN AMERICA LTDA Rio de Janeiro 
(Brazil)

BRL 56,444,390 100 67.00

TELESPAZIO NORTH AMERICA INC. 
(IN LIQ.)

Dover, Delaware 
(USA)

USD 10 100 67.00

TELESPAZIO SPA Rome EUR 50,000,000 67.00 67.00

TELESPAZIO VEGA DEUTSCHLAND 
GMBH

Darmstadt (Germany) EUR 44,150 100 67.00

TELESPAZIO VEGA UK LTD Luton (UK) GBP 30,000,100 100 67.00

TELESPAZIO VEGA UK SL Madrid (Spain) EUR 3,100 100 67.00

THALES ALENIA SPACE SAS Cannes-la-Bocca 
(France)

EUR 979,240,000 33.00 33.00

WIN BLUEWATER SERVICES PRIVATE 
LIMITED

New Delhi (India) INR 12,000,000 100 100

ZAO ARTETRA Moscow (Russia) RUB 353,000 51.00 51.00
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Below are the main changes in the scope of consolidation at 31 December 2017 in 
comparison with 31 December 2016:

COMPANY EVENT MONTH

Companies which entered the scope of consolidation

Partech Systems Pty Ltd acquired March 2017

Daylight Group acquired June 2017

Leonardo Aerospace Defense & Security India 
Private Ltd newly established October 2017

Companies which left the scope of consolidation

Ed Contact Srl sold February 2017

Electron Italia Srl sold March 2017

WING NED BV sold March 2017

Eurofighter International Ltd (in liq.) deconsolidated May 2017

Ansaldo EMIT SCRL (in liq.) deconsolidated November 2017

Telespazio Hungary Satellite Telecommunications 
Ltd (in liq.) deconsolidated June 2017

Atitech SpA sold October 2017

Atitech Manufactoring Srl sold October 2017

Abu Dhabi Systems Integration LLC sold November 2017

Merged companies

Merged company Merging company Month

Sirio Panel SpA Leonardo SpA January 2017

Companies which changed their corporate name

Old name New name Month

AgustaWestland UK Pension Scheme 
(Trustee) Limited

Leonardo Helicopters Pension 
Scheme (Trustee) Limited

January 2017

Alenia Aermacchi North America Inc. Leonardo US Aircraft Inc. March 2017

Meccanica Holdings USA Inc. Leonardo US Holding Inc. March 2017

Finmeccanica do Brasil Ltda Leonardo do Brasil Ltda March 2017

DRS Technology Inc. Leonardo DRS Inc. July 2017
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STATEMENT ON THE CONSOLIDATED FINANCIAL STATEMENTS PURSUANT 
TO ARTICLE 154-BIS, PARAGRAPH 5 OF LEGISLATIVE DECREE 58/1998 AS 
AMENDED 

1. The undersigned Alessandro Profumo as the Chief Executive Officer and Alessandra Genco 
as the Officer in charge of financial reporting for Leonardo SpA certify, in accordance with 
Article 154-bis, paragraphs 3 and 4 of Legislative Decree 58 of 24 February 1998:

• the appropriateness of the financial statements with regard to the nature of the 
business and

• the effective application of administrative and accounting procedures in preparing the 
consolidated financial statements at 31 December 2017. 

 
2. In this respect it is noted that no significant matters arose.

3. It is also certified that:

3.1  the consolidated financial statements:
 › were prepared in accordance with International Financial Reporting Standards 

endorsed by the European Community pursuant to Regulation EC 1606/2002 of the 
European Parliament and of the Council of 19 July 2002;

 › correspond to the entries in the books and accounting records;
 › were prepared in accordance with Article 154-ter of the aforesaid Legislative Decree 

58/1998 and subsequent amendments and integrations and they provide a true and 
fair view of the financial position and results of operations of the issuer and of the 
entities included within the scope of consolidation;

3.2  the Report on Operations includes a reliable analysis of the performance and the 
operating result, as well as the position of the issuer and of the entities included within the 
scope of consolidation, together with a description of the main risks and uncertainties they 
are exposed to.

This statement also is made pursuant to and for the purposes of Article 154-bis, paragraph 
2, of Legislative Decree 58 of 24 February 1998.

Rome, 14 March 2018

Chief Executive Officer  
(Alessandro Profumo)

Officer in charge of financial reporting
(Alessandra Genco)
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KPMG S.pA 
Revlaione e organlzzazlooe contabile 
Via EIIOfe Petrolln;. 2 
00197 ROMA RM 
Telefono +39 06 6()961 .1 
Ernillil jt-fmauditaly@kpmJ.i1 
PEC kpmg~@pec.kpmg.~ 

Independent auditors' report pursuant to article 14 of 
legislative decree no. 39 of 27 January 2010 and article 10 
of Regulation (EU) no. 537 of 16 Aprii 2014 

To /he sharehoJders of 
Leonardo S.p.li. 

Report on the Budlt of the consotldated financial statements 

Oplnfrm 

We hava audiled the consolide\ed financial stalamenl$ 01 the Leonardo Groop (Ille 
"9roopl. wh;ch comprlse the statemenl offlnallClai posi~on as al 31 December 2017. 
the s.eparale income stalemenl aod tIIe stalemenl$ ot 01her comprehensive incarne. 
changes In equHy and ca.s.h nows far lha year!llen ended and notes th-eretc. whpch 
include a summary of the signiflcanl aecounting poIicies 

In aur opInion. the consolldated nnanelal stalements glye il lrue and talr view of 1he 
1lnanclal pos1tion of!lle Leonardo Group ila al 31 December 2017 and 01 rt5 frlancial 
performanee and cash Hows far !Ile year \hen ended in acco,dance wit/1 the 
Inlernalional F"lnaneial Reportng Standards eoOOrsed by tha European UniO<1 and lha 
ltallan regulallOns implemenlJng artJcle 9 of Legislative decree no. 38105 

Basla (or oplnlrm 

We conducled our audtt In accordance with Intemalional Standaros on Auditing (ISA 
lta!ia). Our responslbllities undef those standards are further dellCrtbed in \he 
• Auditor$" responslbilities Ior lIle audit of lh6 consolidateci financial s/atemenl~ section 
olou' 'eport. We are independenl or Leonardo S.p.a. (the "paren!") in accordanee wi\h 
the ethics and Independence ruIes and standard5 applicable in lta!y IO audits of 
~nancial statements. We belieye \hai the aud~ evidence we haye obtalned Is sufflclent 
and appropriate IO p,OYide a basis far our opinion. 

Kay audlt maners 

Key aud~ matlefs are those matlers tha~ In our profeS$ÌOnal judgemen~ were 01 rnosl 
signi1lcance in Ihe aud~ of \ha consol'clated lir1aocial statements of\he currenl ~ear 
These m:aHafS were addressed in the context of our audil 01 \he consolidated fnaocial 
statemenls as 3 whole. 3nd In form1ng 0Uf op;nion thereoo. and we do nOi provirle a 
sepa,ate op'nior1 O" the$e matt8f$. 

.. ... .... .. . " 
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L-..mo O""", 
l~nI"'-'·1Wpat1 

31 00< .. ,,Il00 2011 

Reçognillon of çontnoct revenue ilnd lonel 

Notes lo tIIe cxmsolirfaltld financisl SlBlemenls: noles n. 3.9 "Contraci wfXk in 
progres.o;". n. 3.19 "RBV8noo", n. 4.4 "Esnmatu or raV8nue end final cosls oflong--lBfm 
contracl8" end n. 15 "ContracI wot1r in progr8IlS and progres.s payments 800 awBnc:es 
from CUS/om9rS" 

Il 'fgnil'icant porticn oIlhe group·, cevartue 
lram CQrI$ln.Ic\Ion oontr8<:\s Il ce<:OlJllsed 
"ling Ihe percentage ot ~!Ion melhod 
bNed <>Illllo _I-Io--<:<nl mod9I. 

E~I ... tillQ Ihe IOllIlexpeded COfIIClICl COlli. 
whi<:h io r.e<:_<y IO caletAalft IhfI ~8 01 
completion. Il. by il. v"'Y ""I ..... ""mplex. Il 
8~ ..malb: 8 high d"ll_ 01 uncer1sinty .. 1 ~ 
may be aft"ecled by mony fac:t0/3. ~<fng 
Ihe produClS· ~ compIe!dty and the 
ability lo duly me·eHhe !ec:mical 
1peC.r.ca~on. cI ". CUIUlm ..... and the 
.....:ri<ing lime c:onIr8dUBI!y "91eed 1.10.-. .... 
eny rall.lre lo comply with the conl",cn..1 
plOYilioos. wcn 1M. rot example. tho •• 
relaliog lo delw.ry I<meS and produci,' and 
S<!fVic:es' compianc:e ";!h lhe eu.tomers· 
specffic requeslS. may gI~ rise lo m8UI ~al 
pen;oHles and e>:lra..co$15 which sr.aJ1 be 
cons~ in eslEmallrç !etal centract :osts. 
Th&re!ora. lhiI nlimollreql.ÌCfi a hiWl 
d"ll_ ofIudll"lnfInI by dirKla"l. wl>ic:tl mltj' 
lignillcanll)o afled lI"Ie l"IIC09"~n 01 COlllcacl 
re.II'\Ie and Iosses 
AoçordinlJll'. we belle",,!h;It Ihe rec:ogn~lon 
of contract re....,,,,, end IoSl" b: I key IMII 
~~. 

Audlt proçe<I~ acide_I,,!! th. key 
audlt matt ... 

Our eudi! procedute. includ&<!: 

upda~ng our \IIIO'erstanding 01 IIII!I 
proceslleC tha recognttion cf COOIriIcI 
r_n". end 100."". 
....essing the design. implamentation 
and aper8ling aH...,t .... neu 01 the 
coni"'" d8eI'ned """ .. ,. Ior!ha 
purpo .... cl o,,, a.d!; 

!or e $ampie al comr;octs _Id 
materlalloc the PWPOS'" al our aOOIt: 

naminlng !Ile oonlfaClS ligned wlth 
(h" <>.101"..,,,,.. In order lO ched 
whelI"Ier lheir ma" pn>lliIUons hlld 
_ du1y cor-..ldltred n 
managemanl ".IImaI",,: 
u.ses&Ing the 85 ....... plIorc 
undertying lne esUmale<! COnlmct 
e~lS. base<:! 011 (O df&o.lasiol"lll wl1h 
the C<!ievanl intemal departmenl$ 
an<! (li) anv eommunlcal lons wl1h 
cUilOmeC"l: 
analyoil\g thfl ma.l aigniflClllnl 
dtacrepMciee between p"1 Y""cs· 
a.lim ll!el Md actual tIg ...... 1n 
orde< to U"," !ha accurecy <li"!he 
Iorecasllng procen: 
ag, ... ing the coall inwrrtd during 
III. )"tlll and thllir ailOCIlicn lO 
c:onl<a<:l """" in f>R>gra,": 

/or certln type. ot productior>. 
obtaining llllldenca 0I1IIe p/lyoicat 
Il. 01 cample\lon through • 
~hyllcal COlO'II: 
au.e .. lng lha accuracy 01". 
cafc<.tation 01 11"1. pel"l:el\lage ot 
comple\ion and IIII!I ""a!ed 
'ocognitlQn or contra<;l r_ ... end 
el<P8C1ad !ossa •• il" any; 
au.eSlIng 1he .ppropriIItenass ot 
!ha pre. .. matiOl1 end edeqUlOC\" of 
disclolu'el In lha con_ed 
ftnar"lCla Slalementa In conoection 
wilh contract ..... enues and I""se •. 
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Recoverablilty 01 liloodwLI 

N«as lo thll conso/id819d fin8nci81 sta/IIJll61IlS. nO/lIs n. 3.4 4 "GOO(1w{/r . n. 4. 6 
"'mp/lirm8(l1 rK 858111$" 8nd n. 9 "IntangitJ/e 8$S81$" 

Tha conJOljdlll<!d m ancilll 5laI'IITI'"'''' 11131 
Decemter 201 T Include gooct.oiII of 0,618 
mmlon. 

The cI,rectors l'''''ed 1'"-11 year ... nd CllJYing 
"1T'(III'11 alille CIOIh.g-.aing uniI5 (CGlII 
IO whI<:h goodwlll • alloça',.ft(I1ot Imp!ùrmenl. 
In I)(ÒO' IO """'tI!y poulblll ~aitmenl 
10$58$ In lHpeet or th!I CGU's recoveratlle 
arno<M1l. Suçt, recoYenIble am<II.W lo ba""" 
Of\ ~w. In use th.1 is lh<I pnosenl value of 
me future 8>IpeCled calh f'owI (dilCOJnted 
ca$h fIowt melhod). 

This meIIlo<I • charaderised by • high 
dag"'e 01 comple><i:y Bnd!lle use of 
e.ttnal8$ whlch are by lhIIir ve<y nal""', 
une_in Ind sub}odNe, .1:0..1:: 

- lile expec1l!d cash f ........ , cletermlned Of\ 

IIKI b .. is cf !Ile ""neral and sedor 
trand. , me l>CIulll ca . h fIowo lor !Ile 1 .. 1 
frm Y""" anclll'e pnI,ecu.d gro..th 
,ales. 

- the inpulS uled IO Clet8rmn e!lle 
discount rale. 

The 2018-22 OOÙ'leto$ p.n (lr.. ·plWll thld 
111. parent'a di~"lIPpnI.ed co 30 
January 2{l16 .mien is the DUri for 111. C81h 
no.. eSIimaI". 11 1'101 oril' ~ed by tha 
unee'llalntle. i'lhereolln breca&lW'lg. DI.I. also 
by lhe spIII1d1ng programmes or 
govemm"ll' end publ,c ag&fICieI, whictl a", 
">bJ8ClIC deLo.,.... Cllang"""en wcrI! lo in 
ptOg ..... or """",901'00'. 
Fc, thtIlltIov. "",&ono, "'" be~ev. that 1/18 
_6I'abl~ or ~M it a key .lId~ 
mali ..... 

Auclit proceduIU addre .. lng the key 
""ciii matter 

Ovr ""dii pnxedures inclucled. 
updating cvr unde~ll!fI<Iing ofille 
impa/rmenllesting proce6.n approYed 
by Ir.. PI"&"It'1 _cl of dif'8CtorS an 28 
Februlry 2016: 

updating wr UIIdIt .. 1andi"ll 01 l!le 
proc ..... uM<! lo dm the pian: 

croalenglng !Ile crItf!~ UMd ID k;lentl!y 
!he CGU ""d traclng lile lIo"IlOOO1 or lha 
CGU asse\s and iabli~8$ LO !Ile relevant 
CII<ryIng amoonts in Ihe ocnsoldatM 
finaneial.lalemenl.: 
comparing lha CASh ftows U5IId IDI' 
impalnnenl te.tng IO !Ile CMh ~ 
ineluded in !h. pian: 
81\31)1'''g lile ma,n auumplic,. used by 
the direClOrs In ctrening lI>e plan !or 
reasonableoelS: 
anal)ls"g lhe masl sigli1lcant 
dllcrel*'Oes be!ween data include<! In 
lIoe pasl yea,,' plano ,nd acILI8l ~"'" 
In ardo,1o _1hII1ICC~ afille 
forw:aotlng proceu: 

Involving our own speciellst Io_ss 
!Ile reasonableness of thelmpelrmenl 
IHland ,,,lol1ed assumpllono. incIuding 
by comp.s~ng e .. ernal dala und 
Infonnallon: 
.ssenlng the ,..".iIi'lity ",,"lysls 
Includl!ld In lI>e noIes LO the conoDlldated 
fLn."clai staLeroentll wtth refereoce lo 
lhe key assu"""icns used In lhe 
irnl'lÙ""enl "I: 
usening lhe IIPproprial_ .. o(!tIe 

praunlallOl1 ""d adequaey of 
discll»Lfts In!he con&Oli_ finIInci-' 
stolements In connection "';th goodwII 
.nd imp."""n! test. 
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,-",,*~...-,,- "{»fI 

'1.0 •• _:1017 

Rt'COgnlUOn .nd lI\u.u_nl ot' non.....,lIrring CO$t..neI t:t....tIopm.nl coe .. 

~ /O Ihe coosoNdsled fIII~ stllÙWlfJlllS: noIN n 4. ' ·~teIt lHId 
DfIveIoptJwntco.ts°, n -4 2 '~~'. n . • . 6·/~ifmenloIas.Ilt·.ndn 
9 "InlIItIfIllO 86-'$' 

As M 31 o.c.nblr 20171he grouphn 
_agmed n''' ..... cul'l'Ing DOttI lInCI .... 7. ,,,,,. _ ... 1Ioting IO h ........ 

~._"""'a'ld~_ 
~~IId:U_oIiII 
procIucts I0'*'Il €2.Oh ....... under 
int."IJIlII .. _ 

The Wtl!oI r«lOglllllon and ,ublequenI 
....... u~ oIl"-~ _bò~1\I t~ 
impairment Iftl *I ...... COI'I1)Ie!< ... 'malK 
wiIh • h/gI "-CI_ 01 unc:ert.inty. lince lIey 
are.1'IecIed ~ .... ny r.ctors.lnduding thoI 
lIO!kon cri tlle pl'OCluel bualrleu p.nl Md 
"",n~nr •• biity lo tor.cut 1M 
commerdll _,I of new lechllOlog"". 
A<:cordIngly, lhHe esllml" requife • 
Ilgnlktln1 ..... 1 of ~t b'f diretta •. 
Forll1t1lbove .... ...,...., .... ~ lhaI thoI 
,..,.,."ilic:wo _ ........ _ 01I'l0l'>-
,~_.nd <Jr,oelopmenteoml<ea 
~ey .udiltnlltMor. 

Audi! procedu ... od~ u..., 
_it .... 1ter 

o.. aIdiI. ~ ind\lded 

-~ .... ~ofthol 
~I far lh8 ""'* 1Kl9', .... , 
and meawr.me<ll of 
... cove.abiily of~,.neI 
non~_'. - .. _.-.g the deSign, 
ImplerTal1.tion _ ",,'!I,IIir'll 
_,vene .. 01 !Ile ocnlAlll 
dt!eme<j m.1efl1ll1of thoI PJfPOI" 
01 o .. IIIXIil: 

- far. o.ampIo or cIeYe~,t 
Pf~ deemed mall""l far ... 
!""POIIfta of .... ' audil: 

"""rrOO"IIng tIMo mlin lrotem81 
and .x!emel COIti 
~_ ""ring 1M ~. 
011 11M bull, inItJ, af., of 
inq .... oI1he' ......... 
inle .... ' departrMnta ..:I -..,ptO\'Ide<I by~. 

c:lt1li1lnOir'lQ ... 
reasonabI .... of lIw 
assumpliono ~ ... 
p«Q.oct "'--" pI .... 

imIoMo'lil .... ""'" .pecia!~11 
1o ........ 1he 
reasonablenen oIlhe 
1n .... ".'L /alI and'-'" 
assumpbC>r>O;, .-.c:Iuding by 

COfI1>IIring ---In_ion.: 

- asseuing Ihe .~" OlI 
Ihe prese<>talioll and ~ 01 
discJosurel ~ tIMI eoniOidooted 
~.!a!_.~ 

~-"""""''"'&I ooaa .nel ..... Ioprnlnl DD8la. 
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Responsib;liti~s 01 /he dlredors IInd bolJrtI 01 stlJtutof)' lJuditors ("Collegio 
Sindilcale'7 01 Leonardo S.p.a. Ior /he consolldated "nancl~ $tafement$ 

The director!! are respansible lor ttIe pmpallition 01 consolidatad financlal statamenta 
fllat glve a l1Ue ar'ld fair ~iew in accordoIllCa with tne Inteft'lalional Flnaneial Roporting 
Standards er'ldor!!ad by the European UniDn ~md tne ItaUan regula~ons Imp!ementing 
articla 9 01 legislative dacrea 0'\0 38105 and, In aecordance wlth th& [!<;Ilian Iaw, fo.r 
$uCh internai corrtrolas thay datOilrmln<! il; nllCeS$ary IO anable the preparatioo 01 
ftn.anctat staferr'lQnfS thal are Ire<> !rom material mlsstatem9n~ whether due IO lraud ar 
error, 

The dlrecto~ are lespcnslble!or assesslng the group's ablUy IO continue a$ a ~i1g 
concem and Ior tI>e appropriate ..se of the 90"'9 concem baSI$ in the preparation cf 
llIe consolidated finaneiaJ statemenl$ and Ior the .ld~uacy of the relatell dlSGlosure,. 
The use of !his basls of aeeounting 15 appropl'iate unless lne director'$ be~eve !haI the 
conditions /or liquldatlng the parenl or eeaslng opera~ons e~is~ or have no realillic 
alternative but IO do so. 

The Coliagio Sind«alG Ì$ responslb1e far ~f$eeing, In accordanee with the ltalian 
!aw, Ihe group's fil'lanelal repartlng procen. 

Audflof$' ruponslblilties Ior /he audit orme consolldllted fimmcial 
staremllllts 

OurohjeclivllS are IO obtain rsasonabla assurance about wheth&r the consolldated 
financlal statements as a wllole are free !rom matefial ml"tatemen~ whether due lo 
lraud or errar, and lo IsslIe an audllom' report thal ineludes OUI opinion. Reasonable 
assurance is a hign levelol assurance, bUI is noI a guarantee thal an audil conducted 
in ac;cordance with (SA tlali" WlII alway, detect a material mlsstatement wh&n i! eKl5ts. 
Mi$$latements ean tlrise frcm lraud or error and are oonsodered material if. individuany 
or in the lIggregate, they eould reasonably be expecled IO Inillenee Ihe economie 
deeisions or U5e1$ taken on the basis of thMe COO$Olidated r",ancl8lstatements 

As pan of &Il aud~ in accordance with ISA Itatia, we eKef1:lse professiona! jiJdgemenl 
""d rnaintaln professionalsoopticism througl\out!lle aud~. We also: 

idiIntify arKI assess the nsh 01 materu.1 mlsstatemem of the consoUdatad finallCial 
statements, whether due IO lraud Cf errOf, design and perform audil procadures 
respOn$i'ie to those ri$k$, and obta/n al.ld~ evidence that Is sufficient and 
appropriate lo provlde a basis far our opinlon. The nsk of not detecting a matenal 
mlsstate-mem resulting from fraud Ì$ hlgher than Ior 008 resu~lng from error, as 
Ira l.ld may involve conusion , forg&ry, intentoonal omisslOns. misrapra senlalions, or 
\he o'lt!nida of Inlernal contro!: 

obtain an undemtanding of Internai contrai relevant IO the audit in Cfder lo d~gn 
audi! procedures !haI are appropriate in the ein::urnslances. b\Jt noI !or \ha pI.Il"pJse 
01 axpressing an opinion on lha effectlvene$$ of the group's Internai contro!; 

evaluate the appropnateness of ac:countmg poIicle$ used and tha rea$()(\ilbler.eas 
of accolA'lling esllrnates and relatect disclosuras made by tlle direç\o~, 

conclude on!ha appropriateness of the d"ect~· use ol\he going concern basis 
01 accounting and, based on the audi! evidenceobtsined, whether a malell!!1 
uncertainty exlsts re lall!ld IO avents or condloons lhat ITIilY ClIst slgnilicant dO<lbt on 
\ha group's 8bil~y lo wntlnu8 $!:I li going concem. If we conclude that a malelÌal 
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uncertainty 8lÌSI8, w& are fequ~od to d",w BttBnOOn In our audittn' report te the 
relatod dlsclosures in Ihe consolidateci tinancial stalemenls or, if such dlSc;1O$Ures 
are inadequate, lo modlfy OUf opinion. OUf condu~ i::ms afe baS8(j on tl'le eud~ 
evldenca obtained up to!h8 date of our eOOitolll' report. HoweII8f, future 8.enls or 
COI'Id~lOns may cause the group IO oeaSfi to comlnue es e g.oing concern , 

evaluate tha ovarall preuntation, slructure and cont~t of Ihe consolidaled 
llnançill s~t8fl1Elnts, IncllJdlng!ha disctosuru, and whather lite consolidateci 
flnenc111 s~~ts repI'&SeflIlhe undar!ying translCllons and e\lelll$ In a manner 
Ihat achleves fair presenll\ion; 

oblllin sufficienl appropnalfl aJd~ flVldenoe reg8rding the financial inlormaoon 01 
tlle entill!S or buSiness eCIIVlIie$ wr!hin \he group tCl expfMs 8fl opeinion on the 
consolid9led fll'1encial stalflmenta We are respon$ible for \ha dlrection, 
supce"'!!Iion IInd pru1orm9ncB cf the group aud~. We temaln $OIely resporlSlble for 
our audit oplnion. 

Wfl cClflllnJnic8le with those chargad with gov.unance, identlfled al tha appropriate 
le ... 1 rvquirEKI by ISA Italia, regBrding, amoog other mar.ars, the planned scopa and 
timing cf tha audit and signitiaml audk flndings, InclOOln9 any signttle.anl dellclencies 
In Internai oontrollkat WlIIdenIify during our aOOIl . 

We also provide \ho$e char9Qd wIth govemaOC(l wI!h g $talemenl thal we have 
complied with Ihe ethics end independence rutes and slandards app!lc<Ii;II8ln ltaly and 
commulllcate WÌIh !ham ali relalionship$ an<! other mallers thai may re<l$OMlbly be 
thoughllo baar CIO our Independence, aOO whefe applicable, related s.afegual'ds. 

From \he matll!f$ communicated wìth those charged wilh govemance, wa d81ermlne 
those matters lhat were 01 mosl signttlcance in the audrt 01 the cOr'l$olidated mancial 
siatem&nts cf Ihe currenl year Mci are,lh8relore, the ke~ audil matlers. We describe 
theSQ matters Il our auditors' retxrt 

Other InfomtlltJon required by articI. 10 ofRegu/ation (EU) no. 537/14 

On 16 May 2012, the parenfs shareholders 8ngaged us lo pcerform tha statutory aOO~ 
of Hs sapar&:& and con$Olida\ed financial ~Ialaments as al and 10r the years encl lng 
trom 31 Ottcember 2012 to 31 Oeoember 2020. 

Wa declare \haI tha prohibfted non-.audH se"'lces relerred lO In artlele 5.1 of 
Regulation (EU1 no 537/14 were noI provlded and lhat we rema,ned lndependenl 01 
!ha parenl In conduetirtg the statutory aud,t 

We con"nn llliIt the opinoon on the eonsaUdated finaneial statements expressed herem 
is COr'l$lstenl with 1M additional rePCl(1 lo tha Collegio SlIICacale, in ~$ eapaeity as 
audit eommitlea, prepared 1n aecol'llanca Wlth article 11 cf !Ile Regulaoon m8nt1Oned 
above, 

Report on other legai and regulatory requlramants 

Opinion pursuant to eroe/e 14.2.e) of Legfs/lJtive dee," no, 39110 end _roe/. 
123-bI5.4 of LegJs/atlv8 decree no. $8198 

The dlrectors of Leonal'llo S.p_a are responslble forlhe preparatlon of the group's 
dlfeetors' r8port and repo~ on corporale gOY8fnanee and ownership slruo;ture al 31 
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h""._ aroup 
In".,...odtnt-. ..... ·_ 
31~ ... 2iì11 

Dec&mb9r 2017 al1<.l for!ha cC>nsisl8ocy of such rsports wlth tha ralatad COl'l:!laUdatad 
ftnancialst!lt8rT1anl3 aoo lhiIir complisnca w~h (ha applicélbkllaw 

We !>ave perlormed tha pr<l(;edures rellUlfed by Standard C>n Altditing (SA Italia) 720B 
in order lO exprfJ$S an opinion on the consi$tençy af the direclOflI' ~alt and the 
$pecjfoc; infarmation presented in the rfJpOlt an corpOrale govemance and ownefllhip 
alructure indic;ated byarticlll 123-bi$.4 01 Lllgielative decree 00. 581118 with!lle group's 
consolidateci financi .. lstatemants al31 Dacembe< 2017 and their eampliance with lha 
appllcable te,.,. and te exprass a stalament on .. ny malerial mlsst!l1f)menl3. 

In cur opinion, the directors' report and IhIIspeci1ic information presentad In tha r9pO!1 
on corpora te govemance and oWflefllhip $lrUCture referred lo abave ara consistant 
wlth !he eansolidated frnancial st!lt8rT1ants 01 \ha Leonardo Group at 31 December 
2011 and have been prepllred In compliance wlth lhiI applicabili Iaw. 

With relereoce lo !he s!atamanl required by article 14.2 l) 01 Laglslativa (\OCre8 no. 
39/10, based on OUI knowledge and understandlng 01 the group aoo 1ts erwironmenl 
obtained !Ilrough cur audil, we have nothing lO repott. 

Stlltemenl pursuant to IIrtic/a 4 oflhe Consob fegulatlon Implr.mentlng 
Legislative decree no. 2:ut16 

The d~ectofll 01 LeonarOO S.p.a. areresponsibie for the prep8ration 01 a non-financial 
statemen! pursuant lo LegÌ'Stabve decree no. 254116. We have checked \haI the 
directors had approved su<::h non-finaooéll statemenl In &CCordance with article 3.10 
ollegisféltive decree no 16/16. _ atlested!ha eampliance 01 the non-financial 
statament separately. 

Rame. 21 Mareh 2018 

KPMG S.pA 

(signed on Ihe origlnaQ 

Renato Nélschl 
Director of Audi! 
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ACCOUNTING STATEMENTS TO THE SEPARATE FINANCIAL STATEMENTS 
AT 31 DECEMBER 2017

 

Separate income statement  

€ Notes 2017 Of which with 
related parties

2016 Of which with 
related parties

Revenues 26 7,860,898,606 2,254,631,447 7,924,605,965 2,531,398,441

Other operating income 27 411,881,732 13,167,640 448,384,841 14,721,020

Purchases and personnel expenses 28 (7,148,829,760) (1,114,980,896) (6,996,992,151) (911,875,189)

Amortisation, depreciation and 
impairment losses 29 (360,786,459) (494,384,862)

Other operating expenses 27 (417,208,902) (662,787) (418,347,207) (2,891,679)

Income before tax and financial 
expenses 345,955,217 463,266,586

Financial income 30 708,948,494 35,182,182 1,124,364,439 51,872,821

Financial expenses 30 (588,323,280) (8,277,305) (878,648,904) (14,815,120)

Operating profit/(loss) before 
income taxes and discontinued 
operations 466,580,431 708,982,121

Income taxes 31 (110,464,986) (99,870,941)

Net profit/(loss) for the period 356,115,445 609,111,180
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Statement of comprehensive income  

€ 2017 2016

Profit/(Loss) for the period 356,115,445 609,111,180

Other comprehensive income/(expenses)

Comprehensive income/(expenses) which will not 
be subsequently reclassified within the profit/(loss) 
for the period:

 - measurement of defined-benefit plans: (3,597,368) (8,766,182)

 . revaluation (3,597,368) (8,766,182)

 - tax effect 1,555,633 170,334

(2,041,735) (8,595,848)

Comprehensive income/(expenses) which will 
or might be subsequently reclassified within the 
profit/(loss) for the period:

 - changes in cash-flow hedges: 49,514,177 (94,620,763)

 . change generated in the period 55,026,189 (80,726,178)

 . transferred to the profit/(loss) for the period (5,512,012) (13,894,585)

 - other - 4,298,116

 - tax effect (7,009,174) 21,301,472

42,505,003 (69,021,175)

Total other comprehensive income/(expenses),
net of tax 40,463,268 (77,617,023)

Total comprehensive income 396,578,713 531,494,157
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Statement of financial position

€ Notes 31 December 
2017

Of which with 
related parties

31 December 
2016

Of which with 
related parties

Intangible assets 8 2,813,829,208 2,730,894,303

Property, plant and equipment 9 1,282,582,672 1,359,942,104

Investment property 9 6,665,167 7,309,338

Equity investments 10 7,345,090,773 5,640,547,044

Receivables 11 601,880,358 502,074,875 196,232,261 68,130,640

Deferred tax assets 31 632,002,378 669,583,597

Other non-current assets 11 138,739,692 - 83,026,120 - 

Non-current assets 12,820,790,248 10,687,534,767

Inventories 12 3,496,194,656 2,919,809,439

Contract work in progress 13 2,269,693,845 - 2,067,194,010 - 

Trade receivables 14 2,797,637,774 1,087,458,868 2,836,516,644 1,225,728,387

Income tax receivables 15 122,229,301 100,472,708

Loans and receivables 14 258,008,476 231,649,852 353,318,000 325,549,328

Other assets 16 525,934,976 53,896,696 636,940,939 50,685,177

Cash and cash equivalents 17 1,565,042,218 1,747,407,118

Current assets 11,034,741,246 10,661,658,858

Non-current assets held for sale 18 - 1,150,936,866

Total assets 23,855,531,494 22,500,130,491

Share capital 2,491,155,064 2,490,883,940

Other reserves 3,291,550,570 2,834,228,314

Total equity 19 5,782,705,634 5,325,112,254

Loans and borrowings (non-current) 20 2,918,488,000 - 2,931,102,770 - 

Employee benefits 22 341,710,013 346,476,698

Provisions for risks and charges 21 717,324,101 809,352,442

Deferred tax liabilities 31 90,855,626 91,846,295

Other non-current liabilities 23 819,575,864 14,260 877,086,201 14,260

Non-current liabilities 4,887,953,604 5,055,864,406

Progress payments and advances from 
customers 13 5,945,468,784 - 4,944,188,578 - 

Trade payables 24 2,805,321,877 680,384,659 2,566,516,347 613,235,343

Loans and borrowings (current) 20 2,358,268,488 1,668,720,508 2,371,351,769 1,664,041,165

Income tax payables 15 10,381,325 33,099,052

Provisions for short-term risks and charges 21 587,948,032 518,536,172

Other current liabilities 23 1,477,483,750 323,893,822 1,685,165,147 390,956,455

Current liabilities 13,184,872,256 12,118,857,065

Liabilities associated with assets held for 
sale - 296,766

Total liabilities 18,072,825,860 17,175,018,237

Total liabilities and equity 23,855,531,494 22,500,130,491
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Statement of cash flows

€ Notes 2017 Of which with  
related parties

2016 Of which with  
related parties

Gross cash flows from operating activities 32 936,285,451 1,115,217,667

Change in working capital 32 297,979,882 190,955,975 (315,654,244) (68,041,246)

Change in other operating assets and 
liabilities and provisions for risks and 
charges 32 (383,512,120) (113,560,060) (45,547,832) (148,965,324)

Interest paid (179,394,951) 16,733,151 (146,933,244) 56,711,568

Income taxes paid (56,132,232) 1,406,410 - 

Cash flows generated from/(used in) 
operating activities 615,226,030 608,488,757

Investments in property, plant and 
equipment and intangible assets (352,201,880) (263,409,034)

Sales of property, plant and equipment and 
intangible assets 4,210,951 1,431,419

Dividends received 462,714,549 665,115,421

Other investing activities (608,664,768) (234,757,840)

Cash flows generated from/(used in) 
investing activities (493,941,148) 168,379,966

Increase of share capital - (34,811,754)

Repayment of EIB loan (46,320,346) (46,320,346)

Bond issue 591,272,770 - 

Bond buy back (555,319,966) - 

Net change in other loans and borrowings (201,738,134) (320,249,875) (341,113,209) (195,252,754)

Dividends paid (80,411,106) - 

Cash flows generated from/(used in) 
financing activities (292,516,782) (422,245,309)

Net increase/(decrease) in cash and cash 
equivalents (171,231,900) 354,623,414

Exchange-rate differences and other 
changes (14,204,261) (27,789,310)

Cash and cash equivalents at 1 January 1,747,407,118 1,364,696,937

Effect from mergers/demergers 3,071,261 55,876,077

Cash and cash equivalents at 31 December 1,565,042,218 1,747,407,118
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Statement of changes in equity  

€ Share capital Retained 
earnings

Cash-flow 
hedge reserve

Revaluation 
reserve of 

defined-benefit 
plans 

Merger surplus Other 
reserves

Total equity

1 January 2016 2,522,470,761 1,657,594,431 - 217,432 - - 4,180,282,624

Profit/(Loss) for the 
period - 609,111,180 - - - - 609,111,180

Other 
comprehensive 
income/(expenses) - 4,298,116 (73,319,291) (8,595,848) - - (77,617,023)

Total comprehensive 
income/(expenses) - 613,409,296 (73,319,291) (8,595,848) - - 531,494,157

Dividends resolved - - - - - - - 

Repurchase of 
treasury shares less 
shares sold (31,586,821) - - - - - (31,586,821)

Total transactions 
with Owners of the 
Parent, recognised 
directly in equity (31,586,821) - - - - - (31,586,821)

Effect from 
mergers/demergers - 1,930,233 (30,449,797) (50,024,743) 721,777,748 - 643,233,441

Stock-option/
grant plans - 
performance's value - 1,688,853 - - - - 1,688,853

Other changes - 

31 December 2016 2,490,883,940 2,274,622,813 (103,769,088) (58,403,159) 721,777,748 - 5,325,112,254

1 January 2017 2,490,883,940 2,274,622,813 (103,769,088) (58,403,159) 721,777,748 - 5,325,112,254

Profit/(Loss) for the 
period - 356,115,445 - - - - 356,115,445

Other 
comprehensive 
income/(expenses) - - 42,505,003 (2,041,735) - - 40,463,268

Total comprehensive 
income/(expenses) - 356,115,445 42,505,003 (2,041,735) - - 396,578,713

Repurchase of 
treasury shares less 
shares sold 271,124 - - - - - 271,124

Dividends resolved - (80,417,638) - - - - (80,417,638)

Total transactions 
with Owners of the 
Parent, recognised 
directly in equity 271,124 (80,417,638) - - - - (80,146,514)

Effect from 
mergers/demergers - 20,032 - (120,155) 903,521 803,398

Stock-option/
grant plans - 
performance's value - 7,440,354 - - - - 7,440,354

Other changes - 132,917,429 - - - - 132,917,429

31 December 2017 2,491,155,064 2,690,698,435 (61,264,085) (60,565,049) 722,681,269 - 5,782,705,634



SEPARATE FINANCIAL STATEMENTS AT 31 DECEMBER 2017

212

NOTES TO THE SEPARATE FINANCIAL STATEMENTS AT 31 DECEMBER 2017

1. General information
 
Leonardo is a company limited by shares based in Rome (Italy), at Piazza Monte Grappa 4, 
and is listed on the Italian Stock Exchange (FTSE-MIB).

The Company is a major Italian high technology organisation operating in the Helicopters, 
Electronics, Defence & Security Systems and Aeronautics sectors.

2. Form, content and applicable accounting standards
 
In application of EC Regulation 1606/2002 of 19 July 2002, the financial statements at 
31 December 2017 were prepared in accordance with the International Financial Reporting 
Standards (IFRS) endorsed by the European Commission, supplemented by the relevant 
interpretations (Standing Interpretations Committee - SIC and International Financial 
Reporting Interpretations Committee - IFRIC) issued by the International Accounting Standard 
Board (IASB) and in force at the year-end.

The general principle used in preparing these separate financial statements is the historical 
cost method, except for those items that, in accordance with IFRS, are obligatory recognised 
at fair value, as indicated in the valuation criteria of each item.

The separate financial statements are composed of the separate income statement, the 
statement of comprehensive income, the statement of financial position, the statement 
of cash flows, the statement of changes in equity and the related notes to the financial 
statements. 

In consideration of the significant values, the figures in these notes are shown in millions 
of euros unless otherwise indicated. Among the options permitted by IAS 1, the Company 
has chosen to present its balance sheet by separating current and non-current items and 
its income statement by the nature of the costs. Instead, the statement of cash flows was 
prepared using the indirect method. 

The International Financial Reporting Standards (IFRS) used for preparing these separate 
financial statements, drawn up under the going-concern assumption, are the same that 
were used in the preparation of the separate financial statements at 31 December 2016 
except for what indicated below (Note 4). Preparation of the separate financial statements 
required management to make certain estimates. The main areas affected by estimates or 
assumptions of particular importance or that have significant effects on the balances shown 
are described in Note 4 to the consolidated financial statements, to which reference is made.

The Board of Directors of 14 March 2018 resolved to submit to shareholders the draft 
financial statements at 31 December 2017, authorising their circulation, and convened the 
Ordinary Shareholders’ Meeting for the approval thereof for 10 and 15 May 2018, on first 
and second call, respectively.

The separate financial statements were prepared in accordance with IFRS and are subject to 
a statutory audit by KPMG SpA.
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3. Accounting policies adopted
 
The accounting policies and criteria are the same adopted for the annual consolidated 
financial statements, to which reference is made, except for the recognition and 
measurement of equity investment in subsidiaries, jointly controlled companies and 
associates recognised at their purchase or incorporation cost. In case of any impairment 
losses their recoverability is verified through the comparison between their carrying amount 
and the higher of their value in use that is determined by discounting prospective cash flows, 
where applicable, of the equity investment and the assumed sales value which is determined 
on the basis of recent transactions or market multiples. The portion of losses exceeding the 
carrying amount is recognised in a specific provision under liabilities to the extent that the 
Company states the existence of legal or implicit obligations to cover such losses, which are 
in any case within the limits of the book equity. If the impaired investee shows a subsequent 
improvement in performance which leads to believe that the reasons for the impairment 
cease to exist, the equity investments are revalued to the extent of the impairment losses 
recognised in previous periods under “value adjustments on equity investments”. Dividends 
from subsidiaries and associates are recognised in the income statement in the year in 
which they are resolved.

Finally, with reference to transactions between entities under common control, which are not 
governed by IFRS, either from the point of view of the purchaser/assignee or from that of the 
seller/assignor, Leonardo, considering this, recognises such transactions recognising directly 
in equity any gain on the transfer or sale of its subsidiaries.

4. Effects of changes in accounting policies adopted
 
Starting from 1 January 2017 the Group has adopted the following amendments without any 
significant effect on this Annual Financial Report:

• Amendment to IAS 12 “Recognition of deferred tax assets for unrealised losses”: this 
amendment clarifies the issue that the existence of deductible temporary differences must 
depend solely on a comparison of the carrying amount of an asset and its tax base at the 
reporting date;

• Amendments to IAS 7 “Disclosure initiative”: these amendments consist in the request for 
additional disclosures with reference to changes in liabilities from financing activities.

At the date of preparation of this report, the European Commission has endorsed certain 
standards and interpretations that are not compulsory which will be applied by the Group in 
the following financial periods. Below are the main amendments and potential effects for the 
Company. 

For a description of the main effects deriving from the application of the new standards 
reference is made to Note 3.25 of the consolidated financial statements. 

With reference to the effects described therein deriving from the adoption of IFRS 15, 
we point out that, according to the current analyses and subject to their subsequent 
developments, the effects on the 2017 main performance indicators of Leonardo SpA are: 
higher revenues of about 2%; higher EBITA equal to about 6%. Furthermore, based on the 
current development of the analyses, a reduction of about 4% in the equity is also expected.

According to the current analyses, it is deemed that the effects deriving from the adoption 
of IFRS 9 do not significantly affect the main performance indicators. However, the detailed 
evaluation of such effects is still underway.
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5. Significant non-recurring events or transactions
 
On 1 January 2017 the merger of Sirio Panel SpA, which was previously wholly owned, by 
incorporation into Leonardo SpA became fully effective, in legal, accounting and tax terms. 
The transaction generated a merger surplus of €mil. 1.

At the beginning of 2017 Leonardo transferred its equity investment in AgustaWestland 
Ltd (classified under “non-current assets held for sale” in the financial statements at 31 
December 2016) to Leonardo MW Ltd, within the scope of the combination process of 
the operations conducted by Leonardo in the United Kingdom into a single legal entity. 
Furthermore, the equity investments in Agusta Aerospace Services SA, AgustaWestland do 
Brasil, AgustaWestland Malaysia and AgustaWestland Portugal (classified under “non-current 
assets held for sale” in the financial statements at 31 December 2016) were transferred to 
AgustaWestland Holding Ltd. These transactions generated a capital gain for a total of €mil. 
131, recognised directly in the equity without being charged to the income statement.

During the year Selex ES SpA, AgustaWestland SpA and Alenia Aermacchi SpA were sold to 
SOGEPA SpA for a total amount of €mil. 73 (value at 31 december 2016).

During July Leonardo exercised a put option on 15% of the equity investment in Ansaldo 
Energia, a residual portion pertaining to the Group within the disposal to Cassa Depositi e 
Prestiti terminated in 2013. Exercising such option allowed Leonardo to collect €mil. 144 
from CDP Equity. This transaction did not affect the net debt, inasmuch as the measurement 
of the put&call rights related to the residual interest in Ansaldo Energia had been already 
considered for the purposes of such indicator.

6. Significant post-balance sheet events
 
No significant events occurred after the year-end.

7. Segment reporting
 
In accordance with the compliance model followed, management has adopted operating 
segments that correspond to the business sectors in which the Group operates: Helicopters, 
Electronics, Defence & Security Systems and Aeronautics. 

For a more detailed analysis of the main programmes, outlooks and operating indicators for 
each segment, see the Report on Operations. 
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8. Intangible assets

Goodwill Development 
costs

Non-
recurring 

costs

Concessions, 
licences and 
trademarks

Acquired 
through 

business 
combinations

Other 
intangible 

assets

Total

1 January 2016

Cost - - - 15 - 11 26

Amortisation, depreciation 
and impairment losses - - - (14) - (8) (22)

Carrying amount - - - 1 - 3 4

Effect from mergers/
demergers 707 438 1,335 88 61 126 2,755

Investments - 23 143 4 - 15 185

Depreciation - (50) (111) (26) (4) (29) (220)

Impairment losses - (3) (13) - - - (16)

Other changes - - 14 26 - (17) 23

31 December 2016 707 408 1,368 93 57 98 2,731

Broken down as follows:

Cost 985 1,090 1,958 481 96 302 4,912

Amortisation, depreciation 
and impairment losses (278) (682) (590) (388) (39) (204) (2,181)

Carrying amount 707 408 1,368 93 57 98 2,731

Effect from mergers/
demergers - - 6 2 - - 8

Investments - 25 185 5 - 8 223

Depreciation - (56) (42) (19) (4) (28) (149)

Other changes - (4) 4 2 - (1) 1

31 December 2017 707 373 1,521 83 53 77 2,814

Broken down as follows:

Cost 985 906 1,961 492 96 310 4,750

Amortisation, depreciation 
and impairment losses (278) (533) (440) (409) (43) (233) (1,936)

Carrying amount 707 373 1,521 83 53 77 2,814

31 December 2016

Gross value 4,631

Grants 3,263

31 December 2017

Gross value 4,556

Grants 3,035

Commitments are in place for the purchase of intangible assets for €mil. 7 (€mil. 5 at 31 
December 2016).
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Goodwill
Goodwill is allocated to the Cash Generating Units (CGUs) or groups of CGUs concerned, 
which are determined with reference to the Group’s organisational, management and control 
structure at the reporting date coinciding, as is known, with the Group’s four business 
segments. At the recognition of the mergers and demergers occurred in 2016 within the 
creation of the One Company, the goodwill was allocated, in accordance with the principle of 
“continuity of values”, to the same CGUs as those in the consolidated financial statements, 
differentiating the part of goodwill related to net assets recognised line-by-line from that 
related to foreign equity investments, for which goodwill was recognised on the basis of the 
investments’ values.

The breakdown of goodwill recognised by segment at 31 December 2017 is as follows:

31 December 2017 31 December 2016

Helicopters 459 459

Electronics, Defence & Security Systems 188 188

Aeronautics 60 60

707 707

Goodwill is tested for impairment in order to determine any possible loss in value, making 
reference to the CGU as a whole, including, in accordance with the organisational and 
operational model, the foreign equity investments falling within the scope of consolidation, 
which are then included and tested in the same year as the impairment. Therefore, only the 
equity investments that are not tested together with goodwill are subject to an impairment 
test separately, if required. For the sake of representation only, the financial assumptions 
and ratios detailed below are also provided for the equity investments subject to separate 
tests (the most significant of which is Leonardo US Holding Inc., a company that holds, 
among other things, the investment in Leonardo DRS Inc.). 

The test is done by individual CGU by comparing the carrying amount with the greater of 
the value in use of the CGU and the amount recoverable by sale. In practice, the Group has 
established an operational hierarchy between calculating the fair value net transaction costs 
and value in use, where the value in use is estimated first, and then only after, if it is lower 
than the carrying value, is the fair value net of transaction costs determined. In particular, the 
value in use is measured by the unlevered discounting of the cash flows resulting from the 
Group’s five-year business plans prepared by the management of the CGU and incorporated 
into the plan approved by Leonardo’s Board of Directors, projected beyond the explicit time 
horizon covered by the plan according to the perpetuity growth method (terminal value), 
using growth rates (“g-rate”) no greater than those forecast for the markets in which the 
given CGU operates. The cash flows used were those provided for in the plans adjusted to 
exclude the effects of future business restructurings, not yet approved, or future investments 
for improving future performance. Specifically, these cash flows are those generated before 
financial expenses and taxes, and include investments in capital assets and monetary 
changes in working capital, while excluding cash flows from financial management, 
extraordinary events or the payment of dividends. The related underlying macro-economic 
assumptions were made on the basis of external information sources, where available, while 
the profitability and growth estimates used in the plans were calculated by management 
based on past experience and expected developments in the Leonardo’s markets.
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These cash flows are discounted on a weighted-average cost of capital (WACC) basis 
calculated using the Capital Asset Pricing Model method. The following factors were taken 
into account in calculating WACCs:

• the risk-free rate, determined using the 10- and 20-year gross yield of Government bonds 
of the geographic market of the CGU; 

• the market premium, equal to 5.1% in 2017 (5.7% in 2016);

• the sector beta, determined using data pertaining to our major competitors in each sector;

• the cost of debt applicable to the Group;

• the debt/equity ratio, determined using data pertaining to our major competitors in each 
sector.

On the contrary, the growth rates used to project the CGU’s cash flows beyond the explicit 
term of the plan were estimated by making reference to the growth assumptions of the 
individual sectors in which said CGU operates. These assumptions are based on the internal 
processing of external sources, making reference to a period of time that is usually ten years. 
The g-rates used for the purposes of the impairment test were equal to 2%, consistently with 
the actions taken in previous financial years, even in the presence of higher expected growth 
rates in some sectors. 

The mostly important assumptions for the purposes of estimating the cash flows used in 
determining the value in use are summarised below:

Helicopters Electronics Aeronautics

WACC X X X

g-rate X X X

ROS as per the plan X X X

Flat trend of the Defence budget X X X

In estimating these basic assumptions, the management made reference, in the case of 
external variables, to internal information processed on the basis of external surveys, as well 
as on its knowledge of the markets and of the specific contractual situations.

The following WACCs (after taxes) and (nominal) growth rates were used at 31 December 
2017 and 2016:

31 December 2017 31 December 2016

WACC g-rate WACC g-rate

Helicopters 7.3% 2.0% 7.6% 2.0%

Electronics, Defence & Security Systems 5.3% 2.0% 5.5% 2.0%

Aeronautics 6.0% 2.0% 5.9% 2.0%

Testing revealed no signs of impairment but showed, on the contrary, significant positive 
margins (headroom) also in relation to the equity investment in Leonardo US Holding (the 
parent company of DRS), whose goodwill had been significantly impaired in 2011 and 2012 
as a result of the cuts in the US defence budgets. Such cuts brought to lower headroom 
also in the subsequent periods compared to the other CGUs. At 31 December 2017, the 
headroom amount of the equity investment in Leonardo US Holding was considerably 
higher due to the changed macro-economic and industry context in the USA, in addition to 
the effects of the US fiscal reform (which decreased the tax rate from 35% to 21%). The 
significant decrease in the headroom amount of Helicopters reflects, on the contrary, the 
difficulties of the sector, as amply discussed in the Report on Operations. However, as 
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reported below, the sensitivity scenarios carried out highlighted that the recoverability of the 
carrying amount of goodwill and of the investments of such Division is not a risk based on 
assumptions made during the preparation of the budget plan, also considering the significant 
margins achieved by the Division even against a particularly complex market and specific 
backdrop. 

Sensitivity analysis was conducted on these results, making reference to the assumptions 
for which it is reasonably possible that a change in the same may significantly modify 
the results of the test. The wide positive margins recorded are such that they may not be 
significantly modified by any changes in the assumptions described above. For information 
purposes, below are reported the results. The table below highlights the headroom in the 
base scenario, with reference to the goodwill value, compared with the following sensitivity 
analyses for 2017 and 2016: (i) increase by 50 basis points in the interest rate used to 
discount cash flows across all the CGUs, other conditions being equal; (ii) reduction by 50 
basis points in the growth rate used in calculating the terminal value, other conditions being 
equal; (iii) reduction by half point in the operating profitability applied to the terminal value, 
other conditions being equal.

Margin (base case) Margin post sensitivity

WACC g-rate ROS TV

31 December 2017

Helicopters 825 431 498 615

Electronics, Defence & 
Security Systems 7,572 6,028 6,206 7,140

Aeronautics 9,843 8,860 8,988 9,506

Margin (base case) Margin post sensitivity

WACC g-rate ROS TV

31 December 2016

Helicopters 3,872 3,346 3,437 3,856

Electronics, Defence & 
Security Systems 6,926 5,736 5,884 5,759

Aeronautics 12,401 11,116 11,270 10,824

Other intangible assets
The item “development costs” decreased mainly as a result of the amortisation for the 
year, only partially offset by investments in the year regarding the Helicopters (€mil. 8) and 
Electronics, Defence & Security Systems (€mil. 17) Divisions. Investments for the year related 
to the item “non-recurring costs” refer to the Helicopters Division (€mil. 73), to programmes 
concerning aircraft (€mil. 75) and to programmes of the Electronics Division (€mil. 37). 
As regards programmes that benefit from the provisions of Law 808/1985 and that are 
classified as functional to national security, the portion of capitalised non-recurring costs, 
pending the fulfilment of the legal requirements for the classification under receivables, 
is separately disclosed under other non-current assets (Note 11). Receivables for grants 
assessed by the grantor in relation to capitalised costs (shown here net of the related grants) 
are illustrated in Note 27.

Total research and development costs, including also “development” and “non-recurring 
costs” just mentioned, amount to €mil. 1,190 (€mil. 982 at 31 December 2016), of which 
€mil. 123 expensed (€mil. 123 at 31 December 2016).

“Other” mainly includes software, intangible assets in progress and advances. 
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9. Property, plant and equipment and investment property
 

Property, plant and equipment
Investment 

propertyLand and 
buildings

Plant and 
machinery

Equipment
Other tangible 

assets
Total

1 January 2016

Cost 95 7 - 17 119 201

Amortisation, depreciation 
and impairment losses (55) (5) - (12) (72) (99)

Carrying amount 40 2 - 5 47 102

Effect from mergers/
demergers 133 353 660 218 1,364 - 

Investments 2 8 47 54 111 - 

Sales - - (1) (1) (2) - 

Depreciation (14) (61) (143) (22) (240) (1)

Other changes 106 57 8 (91) 80 (94)

31 December 2016 267 359 571 163 1,360 7

Broken down as follows:

Cost 478 1,204 1,656 633 3,971 23

Amortisation, depreciation 
and impairment losses (211) (845) (1,085) (470) (2,611) (16)

Carrying amount 267 359 571 163 1,360 7

Effect from mergers/
demergers 10 2 1 - 13 - 

Investments 5 9 34 59 107 - 

Sales - - - (3) (3) - 

Depreciation (10) (61) (96) (23) (190) (1)

Impairment losses - - (3) - (3) - 

Other changes (16) 25 12 (22) (1) 1

31 December 2017 256 334 519 174 1,283 7

Broken down as follows:

Cost 463 1,259 1,702 655 4,079 23

Amortisation, depreciation 
and impairment losses (207) (925) (1,183) (481) (2,796) (16)

Carrying amount 256 334 519 174 1,283 7

Property, plant and equipment decreased as a result of the depreciation for the period only 
partially offset by investments. The item “investment property” includes the value of leased 
land and civil and industrial buildings.

Purchase commitments of property, plant and equipment are recorded in the amount of €mil. 
46 (€mil. 72 at 31 December 2016).
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10. Equity investments

2017 2016

Equity 
investments

Risk provisions Total Equity 
investments

Risk provisions Total

1 January 5,641 (56) 5,585 7,387 (170) 7,217

Acquisitions/
Subscriptions 1,920 52 1,972 43 170 213

Effect from 
mergers/demergers (122) - (122) (495) (3) (498)

Reclassifications 
in assets/liabilities 
held for sale - (5) (5) (1,151) - (1,151)

Impairment losses (10) (91) (101) (136) (53) (189)

Disposals (84) - (84) (5) - (5)

Other changes - - - (2) - (2)

31 December 7,345 (100) 7,245 5,641 (56) 5,585

 
Appendices nos. 1 and 2 to these notes provide, respectively, the changes that occurred 
in the year and detailed information on equity investments showing the total of assets and 
liabilities, as required by IFRS 12.

If the relevant conditions are fulfilled, the carrying amount of equity investments is tested 
for impairment in order to determine any possible loss in value. As mentioned, the carrying 
amount of equity investments is mainly tested by making reference to the relevant Divisions 
as a whole; for any information on the procedures for the performance of tests and any 
related information, reference should then be made to Note 8. 

Among the changes that occurred during the period were the following movements:

• the merger of Sirio Panel (the equity investment of which was recognised in the financial 
statements at 31 December 2016 for an amount of €mil. 122) into Leonardo SpA;

• capital increases regarding the equity investments, equal to €mil. 1,920, mainly regarded 
Leonardo MW Ltd (€mil. 1,044) and Leonardo US Holding Inc. (€mil. 822);

• the acquisition of further equity investments in Avio SpA (€mil. 45); as a result of this 
transaction Leonardo now holds about 26% of the company;

• disposals mainly concerned the sale to the subsidiary SOGEPA SpA of the three demerged 
companies (Selex ES SpA, AgustaWestland SpA and Alenia Aermacchi SpA) the operating 
business units of which were merged into Leonardo SpA starting from 1 January 2016 
(total €mil. 73 at 31 December 2016) and Atitech (€mil. 6 at 31 December 2016) sold 
to third parties. Moreover, during the year, the equity investments in AgustaWestland Ltd 
were sold to Leonardo MW Ltd, within the creation process of the One Company in UK, 
and the equity investments in Agusta Aerospace Services SA, AgustaWestland do Brasil, 
AgustaWestland Malaysia and AgustaWestland Portugal were sold to AgustaWestland 
Holdings Ltd, which were all classified under “non-current assets held for sale” in the 
financial statements at 31 December 2016. These transactions generated a total capital 
gain of €mil. 131, directly recognised in the equity without being charged to the income 
statement; 

• write-downs for the period entirely refer to the write-down of SOGEPA SpA and include 
losses for the period (in consideration of the company’s business, the value in use is 
equal to its equity).
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Finally, below is presented a comparison of the book value and the average market price of 
the listed shares of Eurotech SpA and Avio SpA in December 2017: 

Listed 
company

Number of 
shares held

Stock exchange value Book value Difference 
unit in €

Difference 
total in €mil.Unit € Total €mil. Unit € Total €mil.

Eurotech SpA 3,936,461 1.336 5 1.469 6 (0.133) (1)

Avio SpA 6,820,832 13.644 93 10.339 71 3.305 22

11. Receivables and other non-current assets

31 December 2017 31 December 2016

Financing to third parties 1 1

Non-current financial receivables from SuperJet 48 65

Deferred grants under Law 808/1985 40 52

Related-party receivables (Note 33) 502 68

Other non-current receivables 11 10

Non-current receivables 602 196

Prepayments - non-current portion 3 8

Non-recurring costs pending under Law 808/1985 136 75

Non-current assets 139 83

 
Non-current receivables increased by €mil. 406, mainly as a result of loans granted to 
Group’s companies (Note 33) and in particular to SOGEPA SpA and Leonardo MW Ltd within 
the context of the transactions for corporate reorganisation described above. 

Furthermore, non-current receivables include the residual amount due from SuperJet SpA, 
amounting to €mil. 48 (€mil. 65 at 31 December 2016), arising from the 3-years repayment 
plan agreed with the acquirer within the context of the exit of Leonardo from this programme 
which decreased due to the reclassification among current assets in line with the progress of 
payments as per the aforesaid plan. 

Non-current assets increased mainly for “non-recurring costs pending under Law 808/1985”.

The changes during the year and the composition of assets by maturity, currency and 
geographical area are shown in Appendices nos. 3, 4, 5 and 6 to these notes.
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12. Inventories
 

31 December 2017 31 December 2016

Raw materials, supplies and consumables 1,286 1,254

Work in progress and semi-finished goods 1,055 990

Finished goods and merchandise 18 25

Advances to suppliers 1,137 651

3,496 2,920

 
Advances to suppliers mainly related to programmes concerning aircraft (mainly C27J, 
B787, EFA and ATR) and, to a lesser extent, helicopters and Electronics, Defence & Security 
Systems. The increase in the period in advances to suppliers mainly refer to advances paid 
within the EFA Kuwait programme of the Aeronautics. 

Provisions for write-down are entered against the various categories of inventories to cover 
any obsolescence, slow-moving items or if the entry value is higher than the net realisable 
value, for a total amount of €mil. 518 (€mil. 471 at 31 December 2016).

13. Contract work in progress and progress payments and advances from 
customers

31 December 2017 31 December 2016

Contract work in progress (gross) 3,218 3,191

Final losses (positive wip) (25) (40)

Progress payments and advances from customers (924) (1,084)

Contract work in progress (net) 2,269 2,067

Progress payments and advances from customers (gross) 6,058 4,614

Contract work in progress (447) (141)

Final losses (negative wip) 334 471

Progress payments and advances from customers (net) 5,945 4,944

Net value (3,676) (2,877)

“Contract work in progress” is recognised as an asset net of the relative advances if, based 
on an analysis carried out on a contract-by-contract basis, the gross amount of work in 
progress exceeds advances from customers. It is recognised as a liability if advances from 
customers exceed the relevant work in progress. This offsetting is performed only with regard 
to work in progress and not to inventories or other assets. If the progress payments and 
advances from customers have not been collected at the reporting date, the corresponding 
amount is recognised as a receivable from customers. 

Below is a breakdown of the net balance of contract work in progress and progress payments 
and advances from customers:

31 December 2017 31 December 2016

Cost incurred and margins recognised, net of losses 3,306 3,109

Advances (6,982) (5,986)

Net value (3,676) (2,877)



Leonardo Annual Financial Report 2017

223

14. Trade and financial receivables

 31 December 2017 31 December 2016

Trade Financial Trade Financial

Receivables 1,851 28 1,739 29

Cumulative impairments (141) (2) (128) (2)

Related-party current 
receivables (Note 33) 1,087 232 1,226 326

2,797 258 2,837 353

 
Trade receivables include €mil. 18 (€mil. 38 at 31 December 2016) for receivables from 
Sukhoi and SuperJet which can be collected beyond 12 months, in accordance with the 
repayment and rescheduling plan defined upon the disposal of the Russian business of 
SuperJet, and receivables from Piaggio Aero Industries whose payment has been rescheduled 
(in the amount of €mil. 115) beyond 12 months as part of the financial restructuring plan 
started by the latter company.

The composition of assets by currency and geographical area is shown in Appendices nos. 
5 and 6 to these notes. The ageing of receivables together with an analysis of how the 
Company manages credit risk is reported under Note 34.

15. Income tax receivables and payables
 
Receivables mainly relate to IRES receivables for which a request for refund has been 
claimed. The changes during the year and the composition of assets and liabilities by 
maturity, currency and geographical area are shown in Appendices nos. 5, 6, 9 and 10 to 
these notes.

16. Other current assets

31 December 2017 31 December 2016

Derivatives 158 152

Prepaid expenses - current portion 34 32

Receivables for grants 88 98

Receivables from employees and social security 
institutions 51 50

Indirect tax receivables 45 32

Deferred receivables under Law 808/1985 - 2

Other related-party receivables (Note 33) 54 51

Fair value of the residual portion in portfolio of Ansaldo 
Energia - 138

Other assets 96 82

526 637

The item mainly decreased for the put option right exercised on 15% of the equity investment 
in Ansaldo Energia during July, by virtue of which the residual investment pertaining to the 
Group within the sale to Cassa Depositi e Prestiti, concluded in 2013, was sold to CDP 
Equity. Exercising such option allowed the collection of €mil. 144, including interest at a 
yearly 6% rate (book value of €mil. 138 at 31 December 2016). 
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“Indirect tax receivables”, equal to €mil. 45 (€mil. 32 at 31 December 2016), mainly 
represent VAT receivables. The changes during the year and the composition of assets by 
maturity, currency and geographical area are shown in Appendices nos. 5 and 6 to these 
notes.

The table below provides the breakdown of derivatives.

Fair value at

31 December 2017 31 December 2016

Assets Liabilities Net Assets Liabilities Net

Interest-rate swaps

Trading 1 (3) (2) 2 (3) (1)

Cash-flow hedges - - - - (1) (1)

Currency forwards/swaps/
options

Trading 59 (59) - 41 (41) - 

Fair-value hedges 6 (4) 2 1 (37) (36)

Cash-flow hedges 92 (160) (68) 109 (231) (122)

The cash-flow hedge is the forward instrument hedging trade items denominated in foreign 
currency. 

Vice versa, the fair-value hedge is the forward instrument hedging deposits and loans made 
in pound sterling and US dollars that fall under the Group’s financial centralisation, with 
reference to financial activities for the companies not falling under the One Company scope: 
the changes in fair value directly offset the realignment of the exchange rates applicable to 
loans and deposits.

Finally, trading forward instruments refer to transactions carried out with banks acting in the 
interest of the fully owned subsidiaries; these transactions are transferred, on a mirror-like 
basis, to the Group companies which reflect the relevant impacts in their balance sheet and 
income statement.

The “interest-rate swaps” with a total notional value of €mil. 400, classified as trading 
instruments, were placed into effect to pursue the management objectives of hedging part 
of the bonds issued by Leonardo and the Group companies. The impact on the income 
statement is described in the section on financial risk management (Note 34). 

The portion of the changes that had an impact on the income statement is described in Note 
30.

17. Cash and cash equivalents
 
The balance of “cash and cash equivalents” at the end of the year, equal to €mil. 1,565 
(€mil. 1,747 at 31 December 2016), was mainly the result of net cash flows realised by 
the Company’s Divisions during the year. Cash and cash equivalents at 31 December 2017 
include €mil. 3 of term deposits (€mil. 6 at 31 December 2016).
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18. Non-current assets held for sale
 
The balance at 31 December 2017 is equal to zero. This item included at 31 December 
2016 the following equity investments: AgustaWestland Ltd (€mil. 1,109), Agusta Aerospace 
Services SA (€mil. 20), AgustaWestland do Brasil (€mil. 9) and AgustaWestland Malaysia 
(€mil. 13). The equity investment in AgustaWestland Ltd was sold at the beginning of 2017 
to Leonardo MW Ltd within the One Company creation process in UK, while the other equity 
investments were jointly sold at the beginning of 2017 to AgustaWestland Holdings Ltd. 
These sales generated a total capital gain of €mil. 131, directly recognised in equity.

19. Equity
 
The equity broken down by available and distributable reserves is shown in Appendix no. 7 to 
these notes.

The composition of the share capital is as follows:

 Number of 
ordinary shares

Par value Treasury shares Costs incurred 
(net of tax effect)

Total

Outstanding shares 578,150,395 2,544 - (19) 2,525

Treasury shares (3,738,696) - (34) - (34)

31 December 2016 574,411,699 2,544 (34) (19) 2,491

Repurchase of treasury 
shares less shares sold 29,563 - - - - 

31 December 2017 574,441,262 2,544 (34) (19) 2,491

Broken down as follows:

Outstanding shares 578,150,395 2,544 - (19) 2,525

Treasury shares (3,709,133) - (34) - (34)

The share capital, fully subscribed and paid-up, is divided into 578,150,395 ordinary shares 
with a par value of €4.40 each, including 3,709,133 treasury shares.

At 31 December 2017 the Ministry of Economy and Finance owned around 30.204% of the 
share capital.

The cash-flow hedge reserve includes changes in fair value of derivatives used by the Company 
to hedge its exposure to currency net of the effect of deferred taxes until the moment in 
which the “underlying position” is recognised in the income statement. When this condition is 
met, the reserve is recognised in the income statement to offset the economic effects of the 
hedged transaction.

The revaluation reserve includes the effects of the valuation of actuarial gains and losses with 
reference to severance pay.

The proposal for the distribution of dividends for the period is included in the Report on 
Operations.
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20. Loans and borrowings

31 December 2017 31 December 2016

Non- 
current

Current Total Non- 
current

Current Total

Bonds 2,707 585 3,292 2,660 603 3,263

Bank loans and borrowings 186 52 238 238 58 296

Related-party loans and 
borrowings (Note 33) - 1,669 1,669 - 1,664 1,664

Other loans and 
borrowings 25 52 77 33 46 79

2,918 2,358 5,276 2,931 2,371 5,302

Bonds
Below are the bonded loans in place and listed on the Luxembourg Stock Exchange: 

Year of issue Maturity Currency Outstanding nominal 
amount (mil.) (*)

Annual 
coupon 

Type of offer

2003 2018 € 500 5.750% (1) European istitutional

2005 2025 € 500 4.875% European istitutional

2009 2019 GBP 288 8.000% (2) European istitutional

2009 2022 € 556 5.250% European istitutional

2013 2021 € 739 4.500% European istitutional

2017 2024 € 600 1.500% European istitutional

 
(1) Rate derivative transactions were made on these bonds and led the effective cost of the loan to a fixed rate 
better than the coupon and corresponding to an average of some 5.6%.
(2) The proceeds of the issue were translated into euros and the exchange-rate risk arising from the transaction 
was fully hedged.  

(*) Residual nominal amounts in case of issues subject to the buy-back transactions. 

The item increased as a result of the issue of a nominal amount of €mil. 600 in June 2017 
as a part of the EMTN programme expiring in 2024 and a coupon of 1.50%. The effect was 
almost entirely offset by the repayment of the bond issue due in December for a nominal 
amount of €mil. 520 and a buy back of a nominal amount of GBPmil. 30 on the bond issued 
in 2009 expiring in 2019 (coupon 8%). 
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The main clauses that regulate the Group’s payables are reported in the section “Industrial 
and financial transactions” of the Report on Operations. Changes in loans and borrowings are 
as follows:

1 January 
2017

Issues Repayments/
Payments of 

coupons

Effect from 
mergers/

demergers

Other net 
increase/ 

(decrease)

Exchange 
differences 

and other 
movements

31 December 
2017

Bonds 3,263 591 (694) - 173 (41) 3,292

Bank loans and 
borrowings 296 - - - - (58) 238

Related-party loans 
and borrowings 1,664 - - - - 5 1,669

Other loans and 
borrowings 79 - - - - (2) 77

5,302 591 (694) - 173 (96) 5,276

1 January 
2016

Issues Repayments/
Payments of 

coupons

Effect from 
mergers/

demergers

Other net 
increase/

(decrease)

Exchange 
differences 

and other 
movements

31 December 
2016

Bonds 3,325 - (173) - 173 (62) 3,263

Bank loans and 
borrowings 329 - (48) 59 (44) - 296

Related-party loans 
and borrowings 2,983 - - (1,048) (271) - 1,664

Other loans and 
borrowings - - - 93 (14) - 79

6,637 - (221) (896) (156) (62) 5,302

Below is the reconciliation of the movements in borrowings with the cash flows from financing 
activities in FY 2017:

Balance at 1 January 2017 5,302 

Changes included in the cash flows from financing activities in the statements of cash 
flows (449)

 - Repayment of the EIB loan (46)

 - Bond issue 591

 - Repayment of bonds (555)

 - Net change in other borrowings (9)

Non-monetary changes (7)

- Exchange-rate effect (13)

- Accrued interest 6

Balance at 31 December 2017 5,276
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Bank loans and borrowings
The item mainly includes the 12-year loan signed with the European Investment Bank (EIB) 
in 2009 to finance development in the Aeronautics segment (€mil. 234 at 31 December 
2017 compared to €mil. 280 at 31 December 2016). As provided in the loan agreement, 
€mil. 300 of the loan was originally used at a fixed rate of 3.45% and for €mil. 200 at a 
floating rate equal to the 6-month Euribor plus a margin of 79.4 basis points. The fixed-rate 
tranche is repaid in 11 annual instalments with a fixed principal repayment component, 
while the floating-rate tranche is repaid in 21 6-month instalments, also with a fixed principal 
repayment component. During the year €mil. 46 was repaid. 

Related-party loans and borrowings
Related-party loans and borrowings remained substantially unchanged compared to the prior 
year. For their breakdown reference is made to Note 33.

Other loans and borrowings
The item includes the residual balance of subsidised loans, related to programmes and 
projects of the companies and business units merged.

Exposure to changes in interest rates of the financial liabilities is as follows:

31 December 2017

Bonds Bank loans and 
borrowings

Related-party loans 
and borrowings

Other loans and 
borrowings

Total

Floating Fixed Floating Fixed Floating Fixed Floating Fixed Floating Fixed

Within 1 
year - 585 23 29 1,669 - 49 3 1,741 617

2 to 5 
years - 1,062 77 109 - - 21 4 98 1,175

Beyond 5 
years - 1,645 - - - - - - - 1,645

Total - 3,292 100 138 1.669 - 70 7 1,839 3,437

 

31 December 2016

Bonds Bank loans and 
borrowings

Related-party loans 
and borrowings

Other loans and 
borrowings

Total

Floating Fixed Floating Fixed Floating Fixed Floating Fixed Floating Fixed

Within 1 
year - 603 28 30 1,664 - 46 - 1,738 633

2 to 5 
years - 1,608 82 109 - - 28 1 110 1,718

Beyond 5 
years - 1,052 20 27 - - 4 - 24 1,079

Total - 3,263 130 166 1,664 - 78 1 1,872 3,430
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Below is the financial information required under CONSOB communication DEM/6064293 of 
28 July 2006:

31 December 
2017

Of which with 
related parties

31 December 
2016

Of which with 
related parties

Liquidity (1,565) (1,747)

Current loans and receivables (258) (232) (353) (326)

Current bank loans and borrowings 52 58

Current portion of non-current loans and borrowings 585 603

Other current loans and borrowings 1,721 1,669 1,710 1,664

Current financial debt 2,358 2,371

Net current financial debt (funds) 535 271

Non-current bank loans and borrowings 186 238

Bonds issued 2,707 2,660

Other non-current loans and borrowings 25 - 33 - 

Non-current financial debt 2,918 2,931

Net financial debt 3,453 3,202

The reconciliation between net financial debt and Group net debt, used as KPI, is as follows: 

Notes 31 December 2017 31 December 2016

Net financial debt CONSOB com. DEM/6064293 3,453 3,202

Fair value of the residual portion in portfolio of Ansaldo Energia 16 - (138)

Hedging derivatives in respect of debt items 16 (1) 35

Non-current financial receivables from Group's consolidated 
entities 33 (452) (15)

Non-current financial receivables from SuperJet 11 (48) (65)

Net debt (KPI) 2,952 3,019

The main clauses that regulate the Leonardo’s payables are reported in the section 
“Industrial and financial transactions” of the Report on Operations.
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21. Provisions for risks and charges and contingent liabilities

Guarantees given Restructuring Penalties Product 
guarantees

Other
provisions

Total

1 January 2016

Current - - - - 226 226

Non-current 123 2 - - 24 149

123 2 - - 250 375

Effect from mergers/
demergers 19 151 380 113 543 1,206

Allocations 1 21 27 39 211 299

Uses (2) (33) (64) (10) (189) (298)

Reversals - - (19) (22) (102) (143)

Other changes (1) (9) (179) - 78 (111)

31 December 2016 140 132 145 120 791 1,328

Broken down as follows:

Current 99 47 19 57 297 519

Non-current 41 85 126 63 494 809

140 132 145 120 791 1,328

Effect from mergers/
demergers - - - 2 4 6

Allocations - 3 26 38 246 313

Uses (2) (38) (7) (10) (75) (132)

Reversals - (4) (2) (27) (63) (96)

Other changes (18) (9) (25) - (62) (114)

31 December 2017 120 84 137 123 841 1,305

Broken down as follows:

Current 98 34 19 65 372 588

Non-current 22 50 118 58 469 717

120 84 137 123 841 1,305

Other provisions for risks and charges mainly include:

• the provision for risks on equity investments of €mil. 100 (€mil. 56 at 31 December 
2016), which mainly includes the accruals for losses exceeding the carrying amounts of 
the equity investment in SOGEPA SpA;

• the provision for tax disputes of €mil. 46 (€mil. 40 at 31 December 2016);

• the provision for litigation with employees and former employees of €mil. 26 (€mil. 34 at 
31 December 2016);

• the provision for litigation in progress of € mil. 8 (€mil. 6 at 31 December 2016);

• other provisions, mainly related to critical issues on contracts, in particular of the 
Aeronautics sector.



Leonardo Annual Financial Report 2017

231

With regard to risks, below is a summary of the criminal proceedings that are currently 
underway against Leonardo, as well as certain former directors and executives, concerning 
acts committed during the performance of their duties, with specific reference to the events 
that occurred in 2017 and in early 2018:

• criminal proceedings are pending before the Court of Rome against, among others, the 
former Commercial Director of Leonardo, for the crime under Articles 110, 319, 319-
bis, 320, 321 and 322-bis of the Italian Criminal Code, concerning the supply contracts 
signed in 2010 by AgustaWestland, Selex Sistemi Integrati and Telespazio Argentina with 
the Government of Panama. On 22 September 2017 the Court of Rome handed down a 
judgment for dismissal of charge pursuant to Article 425 of the Italian Code of Criminal 
Procedure. An appeal was then filed against the aforesaid judgment. In relation to this 
case, the Public Prosecutor’s Office of Rome also brought proceedings against Leonardo 
for administrative violations pursuant to Article 25 of Legislative Decree 231/2001; 
following the request for committal for trial submitted by the Public Prosecutor, the pre-trial 
hearing was set for 21 September 2017. At the end of this hearing the Court handed down 
a judgment for dismissal of charge pursuant to Article 425 of the Italian Code of Criminal 
Procedure;

• criminal proceedings are pending before the Public Prosecutor’s Office of Rome against 
one former executive of Leonardo, three former directors and an executive of the Company 
(in relation to the position as director held in the then Finmeccanica Finance SA) for crimes 
under Article 110 of the Italian Criminal Code and Article 5 of Legislative Decree 74/2000, 
as well as against various employees and executives of the Company, for the crime under 
Articles 110, 646 and 61 paragraph 11 of the Italian Criminal Code in relation, among 
other things, to personal loans requested to the company in the period 2008-2014;

• with reference to the immediate trial before the Court of Busto Arsizio in relation to the 
supply of 12 AW 101 VIP/VVIP helicopters to the Indian Government, it should be noted 
that on 9 October 2014 the Court sentenced the former Chairman and Chief Executive 
Officer of Leonardo SpA (in relation to the position held in AgustaWestland) and the former 
Chief Executive Officer of AgustaWestland SpA for having committed crimes under Article 
2 of Legislative Decree 74/2000 (having submitted fraudulent tax returns using invoices 
or other documents from non-existent transactions), limited to the May 2009 - June 2010 
tax period, while also ordering that the amount equivalent to such non-payment of taxes 
(on a taxable income of €mil. 3.4) be confiscated from AgustaWestland SpA, considered in 
determining the provisions for risks. In the same decision, the Court found the defendants 
not guilty of having committed the crimes under Articles 110, 112, paragraph 1, 319, 
321 and 322-bis, paragraph 2(2) of the Italian Criminal Code (corruption of foreign public 
officials), due to lack of evidence. An appeal was filed against the decision. 
On 7 April 2016, the Milan Court of Appeal sentenced the former Chairman and Chief 
Executive Officer of Leonardo, and the former Chief Executive Officer of AgustaWestland 
SpA, for crimes under Articles 110, 112, paragraph 1, 318, 321 and 322-bis, paragraph 
2(2) of the Italian Criminal Code and Article 2 of Legislative Decree 74/2000. 
Subsequently, on 16 December 2016 the Supreme Court repealed the judgment appealed 
against and referred it to another division of the Milan Court of Appeal for consideration of 
new proceedings. On 8 January 2018 the Milan Court of Appeal acquitted the defendants 
of the charges, setting the time limit for filing the related reasons at ninety days. In 
respect of these companies, it is recalled that on 25 July 2014, pursuant to Article 58 of 
Legislative Decree 231/2001, the Public Prosecutor dismissed the proceedings against 
Leonardo, holding groundless, following the conclusion of investigations, the Company’s 
involvement from both a factual and legal point of view. The Prosecutor also acknowledged 
that since 2003 the Company has adopted, actually implemented and regularly updated 
an Organisational, Management and Control Model that is conceptually suitable to prevent 
offences like the one in question and is also focused on compliance processes as to 
guarantee adequate standards of fairness and ethical conduct. In addition, on 28 August 
2014 the Judge for Preliminary Investigations (GIP, Giudice delle Indagini Preliminari) of 
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the Court of Busto Arsizio – in granting the motions put forth by the companies – imposed 
administrative penalties pursuant to Article 63 of Legislative Decree 231/2001 and 
Article 444 and ff. of the Italian Code of Criminal Procedure, amounting to €80,000 for 
AgustaWestland SpA and €300,000 for AgustaWestland Ltd, and ordered the confiscation 
of the equivalent of €mil. 7.5. 
As regards the investigations started by the Indian Judicial Authority (CBI) in February 2013 
for the same facts referred to above, it should be noted that on 2 February 2018 a notice 
was served on AgustaWestland International Ltd, whereby the latter was invited to appear 
at the hearing to be held on 30 May 2018 before the Patiala House Court in New Delhi 
within the criminal proceedings brought therein against the aforesaid company and other 
entities and persons, including Leonardo SpA. However, it should be noted that no notice 
was served upon Leonardo;

• criminal proceedings are pending with the Public Prosecutor’s Office of Busto Arsizio, 
against two former Chief Executive Officers of AgustaWestland SpA, for crimes under 
Article 2 of Legislative Decree 74/2000, Articles 81 and 110 of the Italian Criminal Code 
and Articles 322-bis, 81 and 110 of the Italian Criminal Code, as well as against a former 
executive of the company, for crimes under Article 2 of Legislative Decree 74/2000 
and Articles 81 and 110 of the Italian Criminal Code, in relation to the contractual 
relationships maintained by AgustaWestland SpA with a foreign company under the 
agreements entered into with the Algerian Ministry of Defence; on 11 December 2017 the 
Judge for Preliminary Investigations (GIP, Giudice delle Indagini Preliminari) of the Court 
of Busto Arsizio ordered the dismissal of the case as to the crimes referred to in Articles 
322-bis, 81 and 110 of the Italian Criminal Code. It should be noted that within these 
proceedings, the notice of conclusion of the preliminary investigations was served in April 
2016, limited to the offence under Article 2 of Legislative Decree 74/2000, against two 
former Chief Executive Officers and a former executive of AgustaWestland SpA. Following 
the request for committal for trial submitted by the Public Prosecutor, the pre-trial hearing 
was set at 25 July 2017 and subsequently adjourned on 23 January 2018. At the end of 
this hearing the Court handed down a judgment for dismissal of charge pursuant to Article 
425 of the Italian Code of Criminal Procedure;

• criminal proceedings are pending before the Court of Naples concerning contracts 
awarded to the then-Elsag Datamat (now Selex ES SpA) and to another company for the 
development, respectively, of the integrated traffic monitoring system of the city of Naples 
and video-surveillance systems for a number of municipalities within the Province of 
Naples. Under the proceedings, an employee of the then-Elsag Datamat is charged with 
crimes under Articles 353 and 326 of the Italian Criminal Code, the former Chief Executive 
Officer and an employee of the then-Elsag Datamat are charged with crimes under 
Articles 326, 353 and 416 of the Italian Criminal Code, as well as Selex ES for having 
committed administrative offences under Article 24-ter, paragraph 2, of Legislative Decree 
231/2001. Furthermore Selex ES, following service of civil summons issued by the Court 
at the request of the civil-action party, also entered appearance in the civil action. The 
proceedings are now in the trial phase;

• criminal proceedings are being conducted by the Turin Public Prosecutor’s Office 
concerning the provision of helicopters to the armed forces, police and other Government 
entities on the part of AgustaWestland, involving certain directors of Leonardo (serving 
from 1994 to 1998) and certain directors/executives of AgustaWestland (serving from 
1999 to 2014) with respect to crimes under Article 449 of the Italian Criminal Code for 
violation of the regulations on the use of asbestos;

• criminal proceedings are pending against certain directors of the then-Breda 
Termomeccanica SpA, subsequently Ansaldo SpA, who served during the period from 1973 
to 1985, charged with having committed the crimes under Article 589, paragraphs 1, 2 
and 3, Article 40, paragraph 2, Article 41, paragraph 1 of the Italian Criminal Code, Article 
2087 of the Italian Civil Code and Article 590, paragraphs 1, 2, 3, 4 and 5, of the Italian 
Criminal Code, for violation of the rules governing the prevention of occupational diseases 
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– within which Leonardo has entered appearance in the civil action – on 15 June 2017 the 
Court of Milan handed down an acquittal judgment. The aforesaid judgment was appealed 
against.

Based upon the information gathered and the results of the analysis carried out so far, the 
directors of Leonardo did not allocate any specific provisions. Any negative developments – 
which cannot be foreseen, nor determined to date – arising from any internal investigations 
or judicial investigations being conducted will be subject to consistent assessment for the 
purposes of provisions (if any).

With regard to the provisions for civil, tax and administrative disputes, it is underlined that 
the Leonardo’s operations regard industries and markets where many disputes, both as 
petitioner and plaintiff, are settled only after a considerable period of time, especially in 
cases where the customer is a Government entity. Pursuant to the IFRSs, provisions have 
only been set aside for risks that are probable and for which the amount can be determined. 
No specific provisions have been set aside for certain disputes in which the Company is 
defendant as these disputes are reasonably expected to be settled, based on current 
knowledge, satisfactorily and without significantly impacting the Company. Of particular note 
are the following disputes:

• the litigation brought by Reid against Leonardo and Alenia Space (then ALS SpA, now 
SOGEPA SpA) before the Court of Texas in 2001, whereby Reid claimed that the former 
Finmeccanica-Space Division failed to meet its obligations under the contract for the 
implementation of the Gorizont satellite programme. The dispute was settled in favour of 
the Group due to the lack of jurisdiction of the Court appealed to. On 11 May 2007, Reid 
served a complaint on Leonardo and SOGEPA, whereby it brought new proceedings before 
the Court of Chancery in Delaware. In the new proceedings Reid once again submitted the 
same claims for damages as those included in the papers of the previous case developed 
before the Court of Texas, without, however, quantifying the amount of the alleged 
damage. 
In appearing before the Court, Leonardo filed a Motion to Dismiss, asserting that the 
case was time-barred, the statute of limitation had run out and the Court of Delaware did 
not have jurisdiction. On 27 March 2008, the Court issued an order which rejected the 
plaintiff’s claim as the case was time-barred. The opposite party challenged this decision 
before the Supreme Court of Delaware, which issued a decision on 9 April 2009, granting 
the motion and referring the case to the Court of Chancery for a decision on the other 
objection raised by Leonardo and SOGEPA concerning the lack of jurisdiction of the Court 
of Delaware. On 20 November 2014 the Court issued its decision on the question of 
jurisdiction, rejecting the objection raised by Leonardo and SOGEPA. Therefore preliminary 
investigations were conducted, at the end of which Leonardo and SOGEPA filed a Motion 
for summary judgment whereby the companies once again submitted the issue relating 
to the lack of jurisdiction of the Court of Delaware, while asking the Court to reject the 
plaintiff’s petition because it was unfounded as of fact and as of right. By a judgment 
dated 31 January 2018, the Court of Delaware handed down a final judgment and granted 
the Motion for summary judgment. This ruling has become final and, therefore, the 
proceedings have been concluded;

• the litigation brought before the Santa Maria Capua Vetere Court in February 2011 by GMR 
SpA, as the sole shareholder of Firema Trasporti, against Leonardo and AnsaldoBreda, 
was settled with a ruling stating the lack of jurisdiction in favour of the Court of Naples. On 
28 April 2015 the suit was dismissed following the failure by GMR to reinstate the action 
in accordance with the time limits prescribed by law. On 23 June 2015, GMR then served 
a new writ of summons before the Court of Naples, whereby it once again submitted the 
same claims as those brought in the previous proceedings. More specifically, according to 
the plaintiff company, during the period in which Leonardo held an investment in Firema 
Trasporti (from 1993 to 2005), its management and coordination were carried out to the 
detriment of the company itself and in the sole interest of the Leonardo Group. Moreover, 



SEPARATE FINANCIAL STATEMENTS AT 31 DECEMBER 2017

234

even after the sale of the investment by Leonardo, Firema Trasporti was allegedly 
de facto subjected to an abuse of economic dependence from the abovementioned 
Group in performing the various agreements existing with AnsaldoBreda. Leonardo and 
AnsaldoBreda appeared before the Court requesting that, on the merits, the plaintiff’s 
claims be dismissed as clearly groundless, as a result of the non-fulfilment of any and all 
conditions required by law as requirements to bring an action against directors pursuant 
to Article 2497 of the Italian Civil Code. Moreover, the aforesaid companies also asked 
the Court to preliminarily hand down a ruling based on the principle of lis alibi pendens 
(i.e. the suit was pending elsewhere and then the claim was precluded) within these new 
proceedings with respect to the pending proceedings, between the same parties, before 
the Naples Court of Appeal. The proceedings described above are still underway. 
It is also recalled that Giorgio and Gianfranco Fiore also brought a third-party action 
against Leonardo and AnsaldoBreda within the proceedings brought by Firema Trasporti 
under Extraordinary Administration before the Court of Naples, against the engineers 
themselves and a number of other defendants. By an order dated 18 November 2014, the 
Court of Naples declared that both the claims submitted by Giorgio and Gianfranco Fiore 
against Leonardo and AnsaldoBreda and those submitted by GMR (the third-party that 
voluntarily intervened in the proceedings in question) were inadmissible; accordingly, the 
Court ordered that Leonardo, AnsaldoBreda and GMR be dropped from action. On 17 June 
2015 the judge responsible for preliminary investigations, who had been replaced in the 
meantime, reversed the previous ruling (with the related declarations of claim preclusion 
and removal from the lawsuit) and ordered the resumption of the discussion of the case, 
which is still underway. Before being reversed, the order for dropping a party from action 
had been challenged before the Naples Court of Appeal by GMR and, on a cross-appeal 
basis, by Leonardo and AnsaldoBreda. On 16 June 2017 the Court declared, in the 
light of the reversal referred to above, that both appeals were inadmissible, due to the 
subsequent lack of interest. On 18 January 2018 Leonardo and AnsaldoBreda appealed 
against this order before the Supreme Court and the proceedings are currently underway; 

• the proceedings brought before the Court of Rome on 4 March 2013 by Mr Pio Maria 
Deiana, on his own account and in his capacity as director of Janua Dei Srl and of Società 
Progetto Cina Srl against Leonardo in order to ask the Court to rule the invalidity of the 
settlement agreement signed in December 2000 by the aforesaid companies and the 
then-Ansaldo Industria (a company which was a subsidiary of Leonardo until 2004 and 
which is now cancelled from the Register of Companies). The aforementioned agreement 
had settled, by way of conciliation, the action brought before the Court of Genoa in 1998 
in order to ask the Court to find Ansaldo Industria liable for breach of contract with regard 
to the agreements for commercial cooperation in the construction of a waste disposal and 
cogeneration plant in China, which then was not built.  
As stated by the plaintiffs in the writ of summons, the abovementioned settlement 
agreement was concluded based on unfair conditions, thus taking advantage of the 
distress of Mr Deiana and of the economic dependence of the plaintiff companies with 
respect to Ansaldo Industria. The claim was submitted against Leonardo, invoking the 
latter’s general liability arising from the control exercised by it on Ansaldo Industria at the 
time of the events being disputed. The damages being sought, to be determined during the 
course of the proceedings, is estimated at €mil. 2,700. On 25 September 2013 Leonardo 
appeared before the Court, arguing, among other things, that it lacks the capacity to be 
sued and asking, on the merits, that the Court rejects the plaintiffs’ claims as they are 
entirely groundless in fact and in law. A minority shareholder of Società Progetto Cina Srl 
and a minority shareholder of Janua Dei Italia Srl intervened in the case, respectively, 
at the hearings of 14 May 2014 and 25 September 2014. The case was retained for 
decision at the hearing held on 22 November 2017 and we are waiting for the judgment to 
be handed down;
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• in the context of the investigation started by the Public Prosecutor’s Office of Milan, by 
a ruling of 20 September 2011 the Court of Milan sentenced Ansaldo Energia for having 
committed the crime under Article 25 of Legislative Decree 231/2001 and ordered 
the confiscation of an equivalent amount of €mil. 98.7 imposing also administrative 
penalties of €150,000. This sentence was also confirmed by the Court of Appeal of 
Milan with a ruling of 24 October 2013. Against this ruling the Company lodged an 
appeal with the Supreme Court which quashed this previous ruling on 10 November 
2015 referring the case to another division of the same Court of Appeal. The latter, by 
a ruling of 28 November 2017, acquitted Ansaldo Energia setting the time limit for the 
filing of the related reasons at ninety days. From the filing of the reasons, should the legal 
requirements obtain, there would be 45 days for challenging the ruling. In respect of the 
guarantee granted for the lawsuit at issue, at the time of the disposal of the investment, 
Leonardo recorded in previous financial years a risk provision covering the amount being 
confiscated in 2011 and the amount of the administrative penalties (€mil. 99). This 
provision has been maintained in the financial statements pending the outcome of the 
proceedings.

22. Employee benefit obligations

31 December 2017 31 December 2016

Severance pay provision 317 326

Defined-contribution plans 25 20

342 346

The entire amount of the costs related to employee benefit obligations, which was recognised 
under financial expense, is equal to €mil. 3 and remained unchanged compared to 31 
December 2016.

Below are the changes in the severance pay provision:

31 December 2017 31 December 2016

Opening balance 326 3

Net interest expenses 3 3

Remeasurement 3 8

 - Actuarial losses/(gains) through equity - financial assumptions 3 8

Effect from mergers/demergers 2 338

Benefits paid (17) (26)

Closing balance 317 326

It should be noted that the portion of cost for the year relating to amounts transferred to 
pension funds or to a treasury fund managed by INPS is recognised according to the rules for 
defined-contribution plans, without any actuarial assessment. 
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The main actuarial assumptions used in the valuation of defined-benefit plans and of the 
portion of the severance pay provision that has maintained the nature of defined-benefit plan 
are as follows:

31 December 2017 31 December 2016

Discount rate (annual) 0.9% 0.9%

Inflation rate 1.5% 1.5%

The sensitivity analysis for each significant actuarial assumption, which shows the effects on 
bonds in absolute value, is as follows:

31 December 2017 31 December 2016

-0.25% +0.25% -0.25% +0.25%

Discount rate (annual) 5 (5) 6 (6)

Inflation rate (4) 4 (3) 3

 
The average duration of the severance pay is 9 years.

23. Other current and non-current liabilities

 31 December 2017 31 December 2016

Non-current Current Non-current Current

Employee obligations 46 239 45 228

Deferred income 105 40 129 33

Amounts due to social security institutions - 151 - 144

Payables to MED (Law 808/1985) 262 109 307 106

Payables to MED for monopoly costs (Law 
808/1985) 181 45 193 31

Other liabilities (Law 808/1985) 222 - 187 - 

Indirect tax liabilities - 53 5 58

Derivatives - 226 - 313

Other payables 4 290 11 381

Other payables to related parties (Note 33) - 324 - 391

820 1,477 877 1,685

The payables to the Ministry for Economic Development (MED) relate to monopoly costs 
accrued under Law 808/1985 on national security and similar projects, as well as payables 
for grants received from MED for the development of programmes not related to national 
security and similar projects eligible for benefits under Law 808/1985. 

“Other liabilities (Law 808/1985)” include the difference between the monopoly costs 
charged for the national security programmes and the amount actually due based on agreed 
repayment ratios.

Payables to subsidiaries mainly arise from the Group VAT mechanism.

“Deferred income” specifically includes subsequent years rentals already collected in past 
years in relation to the agreements for the sale of “Ansaldo” trademark. 

“Other payables” include, in particular, down payments received from customers for €mil. 60, 
penalties on programmes for €mil. 69 and payables for royalties amounting to €mil. 11.
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24. Trade payables

31 December 2017 31 December 2016

Suppliers 2,125 1,954

Trade payables to related parties (Note 33) 680 613

2,805 2,567

25. Guarantees and other commitments

Leases
The Company is party to a number of operating leases as both lessee for the purposes of 
acquiring the use of other assets and lessor primarily of plant and equipment. The non-
cancellable minimum future payments relating to operating lease contracts and commitments 
taken (as lessor) with respect to financial leases are as follows:

31 December 2017 31 December 2016

Operating lease Financial lease Operating lease Financial lease 

as lessee as lessor as lessee as lessor as lessee as lessor as lessee as lessor

Within 1 year 88 7 16 - 43 7 8 - 

2 to 5 years 266 2 1 - 126 7 5 - 

Beyond 5 years 13 1 - - 28 - - - 

367 10 17 - 197 14 13 - 

With regard to operating leases in which the Company is a lessee, commitments amounted 
to €mil. 339 with respect to subsidiaries and to €mil. 28 in respect of other parties, 
mainly for the lease of office space. For those leases in which the Company acts as 
lessor, commitments amounted to €mil. 7 (€mil. 14 at 31 December 2016) in respect to 
subsidiaries.

Guarantees

 31 December 2017 31 December 2016

Guarantees in favour of related parties (Note 33) 4,461 5,266

Guarantees in favour of third parties 7,208 7,440

Guarantees given to third parties 2,143 2,906

Other guarantees for Leonardo commitments 583 250

Unsecured guarantees given 14,395 15,862

Specifically, these consist of:

• counter-guarantees, totalling €mil. 8,444 (€mil. 8,589 at 31 December 2016), granted 
by Leonardo to third parties, banks and insurance institutions in its own interest for €mil. 
203 (€mil. 52 at 31 December 2016), in the interest of related parties for €mil. 1,033 
(€mil. 1,097 at 31 December 2016) and in the interest of other companies for €mil. 
7,208 (€mil. 7,440 at 31 December 2016);

• direct commitments issued by Leonardo, amounting to €mil. 5,951 (€mil. 7,273 at 31 
December 2016), in favour of lenders, tax authorities, customers and co-suppliers (Parent 
Company Guarantee), in its own interest for €mil. 380 (€mil. 199 at 31 December 2016), 
in favour of related parties for €mil. 3,428 (€mil. 4,168 at 31 December 2016) and in 
favour of other companies for €mil. 2,143 (€mil. 2,906 at 31 December2016).

In addition to the above commitments, the Company issued non-binding letters of patronage 
on behalf of subsidiaries and certain associates in support for their commercial activities.
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26. Revenues

 2017 2016

Revenues from sales 3,560 3,520

Revenues from services 1,951 1,936

Change in work in progress 95 (62)

Revenues from related parties (Note 33) 2,255 2,531

7,861 7,925

The trends in revenues by business segment at Group level are described in the Report on 
Operations. 

Revenues were realised in the following geographical areas:

2017 2016

Italy 1,771 2,044

United Kingdom 372 504

Rest of Europe 2,182 2,762

North America 1,179 1,288

Rest of the world 2,357 1,327

7,861 7,925

27. Other operating income/(expenses)

2017 2016

Income Expenses Net Income Expenses Net

Grants for research and development 
costs (*) 22 - 22 21 - 21

Other operating grants 1 - 1 2 - 2

Reversals/(Accruals) to provisions 
for risks and final losses on orders 
and reversal of impairment of 
receivables 209 (216) (7) 224 (223) 1

Exchange-rate difference on 
operating items 145 (140) 5 150 (137) 13

Insurance reimbursements 3 - 3 3 - 3

Restructuring costs 2 (1) 1 10 (15) (5)

Indirect taxes - (12) (12) - (13) (13)

Other operating income/(expenses) 17 (47) (30) 23 (27) (4)

Other operating income/(expenses) 
from related parties (Note 33) 13 (1) 12 15 (3) 12

412 (417) (5) 448 (418) 30

(*) To which receivables for grants assessed by the grantor in relation to capitalised costs of €mil. 5 (€mil. 63 at 
31 December 2016) are added, plus the assessment of “non-recurring costs pending under Law 808/1985” (Note 
11) equal to €mil. 83 (€mil. 58 at 31 December 2016).
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28. Purchases and personnel expenses

2017 2016

Purchase of materials from third parties 2,356 2,185

Change in inventories of raw materials (28) 177

Costs for purchases from related parties (Note 33) 426 470

Purchases 2,754 2,832

Services rendered by third parties 1,968 1,913

Costs of rents and operating leases 122 120

Royalties 5 4

Software fees 27 21

Rental fees 7 9

Services rendered by related parties (Note 33) 689 442

Services 2,818 2,509

Wages and salaries 1,332 1,315

Social security contributions 384 382

Costs related to defined-contribution plans 90 87

Employee disputes 3 3

Restructuring costs - net 27 14

Other personnel expenses net of cost recovery 19 10

Personnel expenses 1,855 1,811

Change in finished goods, work in progress and semi-
finished goods (29) 143

Internal work capitalised (249) (298)

Total purchases and personnel expenses 7,149 6,997

The average workforce is equal to no. 27,307 units; the average workforce compared with 
the 2016 data shows an increase (no. 183 units) due to the merger of Sirio Panel for no. 
304 units.

The figure of total workforce at 31 December 2017, compared to the data at 31 December 
2016 increased (no. 213 units) as a result of the merger of Sirio Panel for no. 315 units.

The figure related to the average workforce, unlike that of the total workforce, is affected by 
the presence of part-time employees, personnel that took extended leave, redundant staff 
and employees with solidarity contracts.
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The workforce breakdown is as follows:

Average workforce Total workforce

31 
December 

2017

31 
December

2016

Change 31 
December 

2017

31 
December 

2016

Change

Senior 
managers (*) 710 706 4 729 707 22

Middle 
managers 3,184 3,178 6 3,258 3,153 105

Clerical 
employees 16,429 16,368 61 16,857 16,799 58

Manual 
labourers (**) 6,984 6,872 112 6,952 6,924 28

Total 27,307 27,124 183 27,796 27,583 213

(*) Includes pilots.
(**) Includes senior manual labourers.

29. Amortisation, depreciation and impairment losses

2017 2016

Amortisation of intangible assets 149 220

Development costs 56 68

Non-recurring costs 42 93

Acquired through business combinations 4 4

Concessions, licences and trademarks 19 26

Other intangible assets 28 29

Depreciation of property, plant and equipment and 
investment properties (Note 9) 191 240

Impairment of operating receivables 18 18

Impairment of other assets 3 16

361 494
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30. Financial income and expenses

 2017 2016

Income Expenses Net Income Expenses Net

Interest to/from banks 1 (7) (6) 1 (11) (10)

Interest and other charges on bonds - (171) (171) - (173) (173)

Commissions 1 (18) (17) 2 (22) (20)

Dividends 463 - 463 663 - 663

Premiums (paid)/received on IRS 6 (8) (2) 6 (6) - 

Premiums (paid)/received on forwards 38 (51) (13) 31 (44) (13)

Income/(Expenses) from equity investments and 
securities - (8) (8) 2 (33) (31)

Value adjustments on equity investments - (102) (102) - (189) (189)

Fair value gains/(losses) through profit or loss 20 (13) 7 38 (11) 27

Exchange-rate differences 128 (143) (15) 314 (308) 6

Financial income/(expenses) - related parties (Note 
33) 35 (8) 27 52 (15) 37

Other financial income and expenses 17 (59) (42) 15 (66) (51)

709 (588) 121 1,124 (878) 246

The deterioration of net financial income compared to 2016 (€mil. 125) is strongly affected 
by lower inflows deriving from the management of equity investments (as net balance 
between dividends and write-downs), positive for €mil. 474 in 2016 compared to €mil. 361 in 
2017, as well as by the effect of positive exchange differences of which 2016 benefitted from, 
also impacting the fair value of derivatives (which generate a total deterioration of €mil. 41).

Value adjustments to equity investments are related to SOGEPA SpA.

Fair value results through profit or loss are as follows:

2017 2016

Income Expenses Net Income Expenses Net

Exchange-rate swaps - (1) (1) 1 - 1

Interest-rate swaps - (1) (1) - (1) (1)

Ineffective portion of hedging swaps 20 (11) 9 37 (10) 27

20 (13) 7 38 (11) 27
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31. Income taxes
 
Income taxes can be broken down as follows:

 2017 2016

IRES (54) (35)

IRAP (14) (19)

Tax related to previous periods (1) 38

Provisions for tax disputes (8) (26)

Deferred tax - net (30) (58)

Other taxes (4) -

(111) (100)

Below is an analysis of the composition of the theoretical and effective tax rates for 2017 
and 2016:

2017 2016

Profit/(Loss) before income taxes 467 709

Tax rate (23.8%) 14.1%

Theoretical tax (112) (195)

Permanent differences (10) (10)

Timing differences - (12)

Dividends 66 127

Impairment of equity investments (24) (52)

IRAP tax (18) (28)

Net deferred tax assets - 58

Tax provision (15) (26)

Previous years’ tax 2 38

Total tax through profit or loss (111) (100)

Theoretical tax (24.0%) (27.5%)

Permanent differences not to reverse in subsequent years (2.1%) (1.4%)

Timing differences to reverse in subsequent years n.a. (1.7%)

Total dividends from profit or loss 14.1% 17.9%

Revaluations of equity investments n.a. n.a.

IRAP tax (5.1%) (4.0%)

Gains on equity investments (3.9%) (7.3%)

Net deferred tax assets n.a. 8.2%

Tax provision (3.2%) (3.7%)

Current taxes of previous years 0.4% 5.4%

Total tax (23.8%) (14.1%)

The effective tax rate went from 14.1% in 2016 to 23.8% in 2017.
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Deferred taxes and related receivables and payables at 31 December 2017 were the result 
of the following temporary differences:

 2017 2016

Deferred tax assets on tax losses (10) (13)

Property, plant and equipment and intangible assets (1) 3

Financial assets and liabilities - (2)

Severance pay and retirement benefits - (1)

Provision for risks and impairment (42) (34)

Effect of change in tax rate - (7)

Other 23 (4)

Deferred taxes recognised through profit or loss (30) (58)

31 December 2017 31 December 2016

Balance sheet Balance sheet

Assets Liabilities Net Assets Liabilities Net

Deferred tax assets on tax losses 48 - 48 58 - 58

Property, plant and equipment and 
intangible assets 18 (71) (53) 39 (53) (14)

Severance pay and retirement benefits 4 (4) - 9 (4) 5

Provision for risks and impairment 433 - 433 490 - 490

Other 102 (16) 86 40 (32) 8

Deferred taxes recognised through 
balance sheet 605 (91) 514 636 (89) 547

On cash-flow hedge derivatives 22 - 22 28 (1) 27

On actuarial gains and losses 5 - 5 5 (2) 3

Deferred taxes recognised through equity 27 - 27 33 (3) 30

632 (91) 541 669 (92) 577
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32. Cash flows from operating activities 

2017 2016

Net result 356 609

Amortisation, depreciation and impairment losses 361 494

Income taxes 111 100

Net allocations to the provisions for risks and inventory write-
downs 187 126

Net financial expenses/(income) (121) (246)

Other non-monetary items 42 32

936 1,115

The changes in other operating assets and liabilities are as follows:

2017 2016

Payment of pension plans (17) (28)

Change in provisions for risks and other operating items (367) (18)

Change in other operating assets and liabilities and provi-
sions for risks and charges (384) (46)

2017 2016

Inventories (567) 130

Contract work in progress and progress payments and 
advances from customers 750 350

Trade receivables and payables 115 (796)

Change in trade receivables/payables, work in progress/
progress payments and inventories 298 (316)

33. Related-party transactions
 
Commercial and financial relations with related parties are carried out at arm’s length, as 
is settlement of interest-bearing receivables and payables. Below are the balance sheet 
amounts of 2017 and 2016.



Leonardo Annual Financial Report 2017

245

Receivables at 31 December 2017

Non-
current 

loans and 
receivables

Current 
loans and 

receivables

Trade 
receivables

Receivables from 
consolidated tax 

mechanism

Other 
current 

receivables 

Total

Subsidiaries

AgustaWestland Philadelphia Co. 193 193

AgustaWestland SpA 9 33 4 46

AgustaWestland Holdings Ltd 14 9 23

W.S.K. PZL-Świdnik SA 17 17

AgustaWestland Australia Pty Ltd 5 12 17

AgustaWestland Malaysia SDN BHD 14 14

Selex ES SpA 17 17

Sistemi Dinamici SpA 12 1 13

Selex ES International Ltd 37 2 39

Leonardo MW Ltd 180 43 216 439

Leonardo Global Solutions SpA 50 3 3 7 63

SO.GE.PA. - Società Generale di 
Partecipazioni SpA 258 16 2 276

Other with unit amount lower than €mil. 10 2 46 3 1 52

Associates

NHIndustries SAS 182 182

Eurofighter Jagdflugzeug GmbH 59 59

Iveco - OTO Melara Scarl 11 11

AgustaWestland Aviation Services LLC 13 13

Macchi Hurel Dubois SAS 12 12

Other with unit amount lower than €mil. 10 28 28

Joint Ventures

GIE ATR 53 53

MBDA SAS 16 1 17

Thales Alenia Space SAS 105 26 1 132

Joint Stock Company Helivert 39 39

Telespazio SpA 2 11 13

Other with unit amount lower than €mil. 10 1 1 2

Consortiums

Other with unit amount lower than €mil. 10 1 6 7

Companies subject to the control or 
considerable influence of the MEF

ENAV SpA 17 17

Fintecna SpA 56 56

Poste Italiane SpA 6 6

Other with unit amount lower than €mil. 10 9 9

Other related parties

Other 10 10

Total 502 232 1,087 39 15 1,875

% against total for the period 83.4% 89.9% 38.9% 7.4% 2.9%
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Receivables at 31 December 2016

Non-
current 

loans and 
receivables

Current 
loans and 

receivables

Trade 
receivables

Receivables from 
consolidated tax 

mechanism

Other 
current 

receivables 

Total

Subsidiaries

AgustaWestland Philadelphia Co. 209  209 

AgustaWestland SpA 92 9 32 2 135

AgustaWestland Ltd 163 163

W.S.K. PZL-Świdnik SA 14 1 21 36

AgustaWestland Australia Pty Ltd 19 19

AgustaWestland Malaysia SDN BHD 17 17

Selex ES SpA 75 62 137

Selex ES Inc. 12 3 15

Selex ES International Ltd 37 2 39

Leonardo MW Ltd 38 38

BredaMenarinibus SpA 50 50

Leonardo Global Solutions SpA 53 5 3 8 69

SO.GE.PA. - Società Generale di 
Partecipazioni SpA 13 13

Other with unit amount lower than €mil. 10 8 41 2 1 52

Associates

NHIndustries SAS 197 197

Eurofighter Jagdflugzeug GmbH 73 73

Iveco - OTO Melara Scarl 35 35

Orizzonte - Sistemi Navali SpA 23 23

Macchi Hurel Dubois SAS 20 20

Other with unit amount lower than €mil. 10 33 33

Joint Ventures

GIE ATR 61 61

MBDA SAS 18 18

Thales Alenia Space SAS 34 20 1 55

Joint Stock Company Helivert 53 53

Telespazio SpA 1 2 11 1 15

Other with unit amount lower than €mil. 10 3 3

Consortiums 

Other with unit amount lower than €mil. 10 2 8 10

Companies subject to the control or 
considerable influence of the MEF

ENAV SpA 29 29

Fintecna SpA 12 12

Poste Italiane SpA 16 16

Other with unit amount lower than €mil. 10 16 1 17

Other related parties

Other 9 9

Total 68 326 1,226 37 14 1,671

% against total for the period 34.7% 92.4% 43.2% 5.8% 2.2%
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Payables at 31 December 2017

Current 
loans and 

borrowings

Trade 
payables

Payables from 
consolidated 

tax mechanism

Other 
current 

payables

Total Guarantees

Subsidiaries

AgustaWestland Malaysia SDN BHD 18 18

AgustaWestland Philadelphia Co.  178 178 117

AgustaWestland SpA 16 2 11 29 137

Leonardo MW Ltd 888 185 7 1,080 1.645

Ansaldobreda SpA 1 46 89 136 799

Larimart SpA 1 16 1 18

DRS Group 13 13 605

FATA Logistic Systems SpA 7 38 1 46 4

Leonardo Global Solutions SpA 53 38 4 95 3

Leonardo US Aircraft Inc. 16 16

Selex Service Management SpA (in liq.) 5 1 8 14 12

W.S.K. PZL-Świdnik SA 46 46 15

Selex ES SpA 11 11 1 1 24 3

Selex ES GmbH 1 1 114

Selex ES International Ltd 85

SO.GE.PA. - Società Generale di 
Partecipazioni SpA 5 5 10 1

Other with unit amount lower than €mil. 10 8 26 3 5 42 70

Associates

Eurofighter Jagdflugzeug GmbH 20 11 31

Other with unit amount lower than €mil. 10 17 9 26

Joint Ventures

GIE ATR 2 111 113

MBDA SAS 648 1 2 651 47

Telespazio SpA 30 1 1 6 38 201

Rotorsim Srl 14 14

Other with unit amount lower than €mil. 10 1 1

Consortiums

Other with unit amount lower than €mil. 10 2 2

Companies subject to the control or 
considerable influence of the MEF

Enel SpA 14 14

Cassa Depositi e Prestiti SpA 5 5 603

Other with unit amount lower than €mil. 10 1 2 3

Other related parties

Other 8 8

Total 1,669 680 59 265 2,672 4,461

% against total for the period 70.8% 24.2% 4.0% 26.6% 31.0%
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Payables at 31 December 2016

Current 
loans and 

borrowings

Trade 
payables

Payables from 
consolidated 

tax mechanism

Other 
current 

payables

Total Guarantees

Subsidiaries

AgustaWestland Ltd 968 70 1,038 1,388

AgustaWestland Philadelphia Co. 220 220 110

AgustaWestland SpA 16 12 28 204

Leonardo MW Ltd 66 27 5 98 56

Alenia Aermacchi SpA 59

Ansaldobreda SpA 53 18 118 189 749

BredaMenarinibus SpA  12

Larimart SpA 18 2 20

DRS Group 10 10 175

FATA Logistic Systems SpA 7 26 4 37 4

Leonardo Global Solutions SpA 23 49 3 75 3

Meccanica Holdings USA Inc.  1,289

W.S.K. PZL-Świdnik SA 18 18 12

Selex ES SpA 11 35 15 5 66

Selex ES Saudi Arabia Ltd  13

Selex ES Malaysia SDN BHD  35

Selex ES Elektronik Turkey AS  23

Selex ES GmbH  119

Sirio Panel SpA 31 17 5 53

SO.GE.PA. - Società Generale di 
Partecipazioni SpA 6 2 19 27 7

Other with unit amount lower than €mil. 10 4 51 21 76 15

Associates

Eurofighter Jagdflugzeug GmbH 39 39

Other with unit amount lower than €mil. 10 24 7 31

Joint Ventures

GIE ATR 2 148 150

MBDA SAS 440 7 1 448 47

Telespazio SpA 14 1 4 19 228

Other with unit amount lower than €mil. 10 11 11

Consortiums

Other with unit amount lower than €mil. 10 1 1 2

Companies subject to the control or 
considerable influence of the MEF

Ansaldo Energia SpA 718

Other with unit amount lower than €mil. 10 2 10 12

Other related parties

Other 1 1

Total 1,664 613 38 353 2,668 5,266

% against total for the period 70.2% 23.9% 2.3% 20.9% 33.2%
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As regards the most important transactions we note that:

• loans and borrowings from related parties include, in particular, the payable of €mil. 678 
(€mil. 454 at 31 December 2016) to the Joint Ventures MBDA and Telespazio SpA. Other 
current loans and borrowings reflect the net cash inflows realised by the Group companies 
during the year, converged on Leonardo as a result of the centralisation of the Group 
treasury resources;

• similarly, current loans and receivables of €mil. 232 (€mil. 326 at 31 December 2016) 
arise from financing activities conducted by Leonardo in favour of the Group companies, 
again as a result of this centralisation of treasury resources; 

• other receivables and payables, which include amounts deriving from the Group tax 
consolidation mechanism (€mil. 39 and €mil. 59 respectively) and from the Group VAT 
mechanism (€mil. 119 of payables), are recognised by Leonardo SpA, the party having a 
legal relationship with the Tax Authority, against payables and receivables recognised by 
the companies that adopt the national tax consolidation and the Group VAT. Receivables 
and payables recognised by the Company did not have any impact on the income 
statement since these items were offset with balancing tax items in the balance sheet. 
Moreover, payables include debts to the subsidiaries in relation to the refund they are 
entitled to following the allowed deductibility of IRAP for IRES purposes (€mil. 16);

• trade receivables equal to €mil. 1,087 (€mil. 1,226 at 31 December 2016) include in 
particular, receivables related to services rendered in the interests and in favour of the 
Group’s companies, also consistently with the direction and coordination activity. 

The changes during the year and the composition of assets by maturity, currency and 
geographical area are shown in Appendices nos. 3, 4, 5 and 6 to these notes.

Below are all income statement transactions with the Leonardo’s related parties for the years 
2017 and 2016.
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Income statement transactions at 31 December 2017

Revenues Other operating 
income/(expenses)

Services 
expenses

Purchase 
expenses

Financial 
income

Financial 
expenses

Subsidiaries

AgustaWestland Philadelphia Co. 118 5 29 91

AgustaWestland Australia Pty Ltd 10 2

Agusta Aerospace Services SA 12 5 6

AgustaWestland Malaysia SDN BHD 27 7 12

FATA Logistic Systems SpA 75 1

Leonardo Global Solutions SpA 1 167

Leonardo MW Ltd 261 3 48 109 10 4

Larimart SpA 3 12

W.S.K. PZL-Świdnik SA 27 143

Other with unit amount lower than €mil. 10 30 24 35 15 1

Associates

Eurofighter Jagdflugzeug GmbH 621 207

NHIndustries SAS 275

Orizzonte - Sistemi Navali SpA 176 1

Iveco - OTO Melara Scarl 70 3 1

Macchi Hurel Dubois SAS 53

AgustaWestland Aviation Services LLC 14

Advanced Air Traffic Syst. SHD BHD 17

Other with unit amount lower than €mil. 10 26 10 4

Joint Ventures

GIE ATR 236 4 3

MBDA SAS 36 1 2 2

Telespazio SpA 2 1 1

Thales Alenia Space France SAS 57 1 1

Rotorsim Srl 2 3 22

Other with unit amount lower than €mil. 10

Consortiums

Eurotorp G.e.i.e. 30

Other with unit amount lower than €mil. 10 2 2

Companies subject to the control or 
considerable influence of the MEF

Enel SpA 3 74

Fintecna SpA 66

ENAV SpA 31

Poste Italiane SpA 32

Other with unit amount lower than €mil. 10 10 1 1 9

Other related parties

Other 10 2 6

Total 2,255 12 689 426 35 8

% against total for the period 28.7% n.a. 9.6% 6.0% 4.9% 1.4%



Leonardo Annual Financial Report 2017

251

Income statement transactions at 31 December 2016

Revenues Other operating 
income/(expenses)

Services 
expenses

Purchase 
expenses

Financial 
income

Financial 
expenses

Subsidiaries

AgustaWestland Ltd 166 28 97 2 9

AgustaWestland Philadelphia Co. 133 4 19 117

AgustaWestland SpA 7 16 1

Agusta Aerospace Services SA 12

AgustaWestland Malaysia SDN BHD 11 11

FATA Logistic Systems SpA 65

Selex Galileo Inc. 11

Leonardo Global Solutions SpA 1 167 1

Leonardo MW Ltd 87 4 38 13 1 1

Larimart SpA 12

W.S.K. PZL-Świdnik SA 22 84 1

Sirio Panel SpA 29

Other with unit amount lower than €mil. 10 35 49 19 13

Associates

Eurofighter Jagdflugzeug GmbH 703

NHIndustries SAS 342

Orizzonte - Sistemi Navali SpA 206

Iveco - OTO Melara Scarl 123 3

Macchi Hurel Dubois SAS 73

AgustaWestland Aviation Services LLC 12

Atitech Manufactoring Srl 16

Other with unit amount lower than €mil. 10 36 1 14 3

Joint Ventures

GIE ATR 331 57

MBDA SAS 38 2

SuperJet International SpA 20 2

Thales Alenia Space France Sas 68

Rotorsim Srl 1 2 16

Other with unit amount lower than €mil. 10 2 5 1

Consortiums

Other with unit amount lower than €mil. 10 4 1

Companies subject to the control or 
considerable influence of the MEF

Eni SpA 16

Cassa Depositi e Prestiti SpA 30

ENAV SpA 37

Poste Italiane SpA 29

Other with unit amount lower than €mil. 10 23 1 5

Other related parties

Other 9 3 1

Total 2,531 12 442 470 52 15

% against total for the period 31.9% 40.0% 6.3% 6.7% 4.6% 1.7%
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“Financial income/(expenses)” relate to interest on financial receivables and payables and 
commissions, mainly connected with the centralisation of the management of Group treasury 
resources within Leonardo. In carrying out its treasury management functions, the Company 
acts as the main counterparty, always at arm’s length, for the financial assets and liabilities 
of the subsidiaries within the scope of such centralisation. 

34. Financial risk management
 
Leonardo SpA is exposed to financial risks associated with its operations, specifically related 
to these types of risks:

• interest-rate risks, related to exposure to financial instruments;

• exchange-rate risks, related to operations in currencies other than the reporting currency;

• liquidity risks, relating to the availability of financial resources and access to the credit 
market;

• credit risks, resulting from normal commercial transactions or financing activities.

The Company closely and specifically follows each of these financial risks, with the objective 
of promptly minimising them, even using hedging derivatives.

The sections below provide an analysis, conducted through sensitivity analysis, of the 
potential impact on the final results deriving from assumed fluctuations in reference 
parameters. As required by IFRS 7, these analyses are based on simplified scenarios 
applied to the final results of the reference periods and, by their own nature, they cannot be 
considered as indicators of the actual effects of future changes in reference parameters with 
different financial statements and market conditions, and cannot reflect the inter-relations 
and the complexity of reference markets.

Below are the main information related to the abovementioned risks. However, for further 
details reference is made to Note 36 of the consolidated financial statements.

Interest-rate risk
Leonardo is exposed to interest-rate risk on borrowings. The management of interest-rate risk 
is consistent with the long-standing practice of reducing the risk of fluctuations in interest 
rates while seeking to minimise related borrowing costs.

To that regard and with reference to loans and borrowings equal to €mil. 5,276 at 31 
December 2017, the fixed-rate percentage amounted to around 65%, while the floating-rate 
percentage is around 35%. 

At 31 December 2017, the outstanding transactions were the following:

• interest-rate swaps fixed/floating/fixed rate for €mil. 200, related to the Finmeccanica 
Finance issue due 2018, totalling €mil. 500 (subsequently transferred to Leonardo) which 
guarantees a fixed rate of 5.30% compared to the bond issue rate of 5.75%. Therefore, 
the average interest rate related to this issue is 5.57%;

• options for €mil. 200 (CAP and Knock out at 4.20% in relation to the 6-month Euribor 
interest rate), originally purchased in order to partially cover the bond issue due 2025. 
Moreover, given the low cost of the transaction, it is currently deemed appropriate not to 
settle the transaction, in order to use it in the event of the Group’s strategy providing for a 
return to the floating rate, or against an unfavourable floating-rate indebtedness.
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The detail of the main derivative instruments in interest-rate swaps (IRS) at 31 December 
2017 is as follows: 

Notional Underlying 
(maturity)

Fair value
1 January

2017

Changes Fair 
value 31 

December 
2017

2017 2016 Income Expenses CFH reserve

IRS fixed/floating/fixed 200 200 Bond 2018 2 - - - 2

Options 200 200 Bond 2025 (4) - - - (4)

Total notional 400 400 (2) - - - (2)

Notional Underlying 
(maturity)

Fair value
1 January

2016

Changes Fair 
value 31 

December 
2016

2016 2015 Income Expenses CFH reserve

IRS fixed/floating/fixed 200 200 Bond 2018 2 - - - 2

Options 200 200 Bond 2025 (3) - (1) - (4)

Total notional 400 400 (1) - (1) - (2)

The table below shows the effects of the sensitivity analysis for 2017 and 2016 on IRS at 31 
December 2017 deriving from the 50-basis-point shift in the interest-rate curve:

Effect of shift of interest-rate curve

31 December 2017 31 December 2016

Increase of 50 bps Decrease of 50 bps Increase of 50 bps Decrease of 50 bps

Net result 5 (5) 4 (4)

Equity (*) 4 (5) 4 (4)

(*) Defined as sum of earnings and cash-flow hedge reserve.

Exchange-rate risk
Exchange-rate risk management for the Group is governed by the directive issued by 
Leonardo SpA. The purpose of the directive is to standardise for all the Group companies 
the management criteria based on industrial-not-speculative strategies so as to contain risks 
within specific limits by carefully and constantly assessing all foreign currency positions. 

The Company hedges its own risks related to short-term financial payables and receivables 
denominated in currencies other than the euro and enters into foreign exchange transactions 
in the interest of other Group companies totalling €mil. 5,653 (notional amount) 
(substantially in line with the previous year), as detailed in the following table:

Notional 2017 Notional 2016

Sales Purchases Total Sales Purchases Total

Swap and forward transactions 2,326 3,327 5,653 2,512 3,913 6,425
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As a result of the financial centralisation, the cash flows of the Group’s foreign companies 
were recharged in several ways to Leonardo through intercompany transactions mainly 
denominated in GBP and USD. For this type of risks, the income statement is hedged 
using mirror transactions of payables/receivables to/from third parties in the currency of 
intercompany items or through specific exchange-rate derivatives, classified as fair-value 
hedges. The table below shows the expected due dates of receipts and payments related to 
derivative instruments broken down by main currencies:

31 December 2017 31 December 2016

Notional Receipts Notional Payments Notional Receipts Notional Payments

USD GBP USD GBP USD GBP USD GBP

Cash-flow and fair-value 
hedges

Within 1 year 1,071 262 570 1,295 1,140 62 518 1,357

2 to 3 years 417 3 92 579 593 9 310 323

4 to 9 years 31 - 63 - 52 - 125 382

Total 1,519 265 725 1,874 1,785 71 953 2,062

Hedging transactions 
which cannot be 
classified as hedging 
transactions 420 8 420 8 567 3 567 3

Total transactions 1,939 273 1,145 1,882 2,352 74 1,520 2,065

The table below shows the effects of the sensitivity analysis carried out on the change in 
the exchange rates of the euro against the pound sterling and the US dollar, assuming a 
+/-5% change in the euro/US dollar exchange rate and the euro/pound sterling exchange 
rate compared with the reference rates at 31 December 2017 (1.19930 and 0.88723, 
respectively) and at 31 December 2016 (1.0541 and 0.8562, respectively).

31 December 2017 31 December 2016

Effect of change in the 
€/GBP rate

Effect of change in the
€/USD rate

Effect of change in the 
€/GBP rate

Effect of change in the
€/USD rate

Increase
of 5%

Decrease
of 5%

Increase
of 5%

Decrease
of 5%

Increase
of 5%

Decrease
of 5% 

Increase
of 5%

Decrease
of 5%

Net result 2 (2) 4 (4) 4 (1) 1 (5)

Equity (*) (26) 30 27 (24) (31) 37 25 (28)

 
(*) Defined as sum of earnings  and cash-flow hedge reserve. 

Liquidity risk
Leonardo is exposed to liquidity risk, i.e. the risk of not being able to efficiently finance its 
usual business and investment operations, as well as the requirements connected with the 
volatility of the relevant commercial markets and with the effects of the current reorganisation 
of the Group, specifically with regard to the financial outlays relating to efficiency-improvement 
processes and to activities linked to business contracts at risk of renegotiation. Furthermore, 
there is the risk of not being able to repay debts at the expiry dates. 
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In order to face the abovementioned risks, Leonardo has adopted a series of instruments 
aimed at optimising the management of financial resources. 

During 2017, €mil. 46 was repaid of the principal portion of the EIB loan, which was signed 
by the Company in 2010. Furthermore, in order to finance its own ordinary and extraordinary 
operations, Leonardo used the €bil. 2.0 Revolving Credit Facility, whose maturity date was 
scheduled for 2020. We note that, as described in the section “Industrial and financial 
transactions” of the Report on Operations, in February 2018 Leonardo entered into a new 
Revolving Credit Facility for a total of €bil. 1.8 expiring in February 2023.

Credit risk
The Company operates in markets which are or have been recently affected by geopolitical 
or financial tensions. In particular, with reference to the situation at 31 December 2017, 
we note the following relations with countries exposed to credit risk according to the 
international institutions: 

Libya Pakistan Other countries Total

Assets 9 98 8       115

Liabilities 10 51 6 67

Net exposure (1) 47 2 48

Finally the receivables related to these agreements, as reported in “Leonardo and risk 
management” in the Report on Operations, might not be paid, renegotiated or written off.

The table below summarises trade receivables at 31 December 2017 and 2016:

€ billions 31 December 2017 31 December 2016

Portion due 1.6 1.3

- of which: for more than 12 months 0.8 0.4

Portion not yet due 1.2 1.5

Total trade receivables 2.8 2.8

Both trade and financial receivables are impaired individually if they are significant.

Classification of financial assets and liabilities
The table below shows the fair value hierarchy of financial assets and liabilities of Leonardo 
SpA measured at fair value. The fair value of derivatives (classified in other current assets 
and liabilities) and of current securities is determined on the basis of measurement 
techniques which consider directly observable market inputs (the so-called “Level 2”). In 
particular, the inputs used for the fair value measurement are the foreign exchange rate and 
interest rate observable on the market (spot exchange rates and forwards) and, exclusively in 
relation to options, the volatility of these inputs.

31 December 2017 31 December 2016

Level 2 Level 3 Total Level 2 Level 3 Total

Other current assets 158 - 158 152 138 290

Other current liabilities 226 - 226 273 - 273
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35. Remuneration to key management personnel
 
Remuneration paid to persons who have strategic power and responsibility of Leonardo SpA 
are reported in Note 37 to the consolidated financial statements.

36. Share-based payments
 
As largely reported in the section “Leonardo and sustainability” of the Report on Operations, 
in order to implement an incentive and retention system for the Group’s employees and 
associates, starting from 2015 Leonardo adopted incentive plans which provide for the 
assignment of Leonardo shares, subject to assessing the attainment of pre-set business 
targets. These shares will be awarded to the beneficiaries at the end of the vesting period, 
provided that they have met the condition of being still employed with the Company. The cost 
recognised in the income statement for the share incentive plans amounted in 2017 to €mil. 
8 (€mil. 5 in 2016).

With specific regard to the Long-Term Incentive Plan, the fair value used to measure the 
portion linked to the performance indicators (Group net debt for 25% and ROS for 25%) was 
equal to €13.12 (namely the value of Leonardo shares at the grant date of 31 July 2015) 
with reference to the first three-year cycle (2015-2017), to €9.83 (the value of Leonardo 
shares at the grant date of 31 July 2016) with reference to the second three-year cycle 
(2016-2018) and to €14.76 (the value of Leonardo shares at the grant date of 31 July 2017) 
with reference to the third three-year cycle (2017-2019).

Vice versa, the award of the remaining 50% of the shares depends upon market conditions 
which affect the determination of the fair value (“adjusted fair value”). The adjusted 
fair value, calculated using the “Monte Carlo” method in order to simulate the possible 
performance of the stock and of the other companies within the basket, was equal to €10.90 
with reference to the first three-year cycle (2015-2017), to €3.88 with reference to the 
second three-year cycle (2016-2018) and to €8.55 with reference to the third three-year cycle 
(2017-2019).

The input data used to calculate the adjusted fair value were:

• the stock price at the grant date;

• the average share price in the three months preceding the performance period;

• the risk-free interest rate based on the zero-coupon yield curve in 36 months;

• the expected volatility of the price of Leonardo shares and of the shares of the other 
companies within the basket based on time series in the 36 months prior to the grant 
date;

• correlation coefficients between Leonardo and the other companies within the basket on 
the basis of logarithms of the daily performance of the stocks in the 36 months prior to 
the grant date;

• dividend distribution forecasts on a historical basis.

With reference to the co-investment plan, during 2017, in respect of the bonus shares 
(“matching shares”) the requirements for the award of the rights have not yet been fulfilled.
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APPENDICES

Appendix no. 1 (€mil.) - EQUITY INVESTMENTS

31 December 2016         31 December 2017

Cost Impairment Carrying 
amount

Transfers/
Acquisition 
of business 

unit

Acquis./
Subscriptions/

Payments of 
capital

Disposal Reclass. Stock 
grant

Financial 
revalut./

Impair-
ment

Capital 
replenishment

Other 
changes

Cost Impair-
ment

Carrying 
amount

(a)  (b) (c)    (d)

% Equity investments in subsidiaries

100 AGUSTAWESTLAND HOLDINGS LTD 58 - 58 - - - - - - - - 58 - 58
100 AGUSTAWESTLAND PHILADELPHIA CO. 217 - 217 - - - - - - - - 217 - 217
100 AGUSTAWESTLAND SPA 3 (3) - - - (3) - - - 3 - - - - 
100 ALENIA AERMACCHI SPA 12 (9) 3 - - (3) - - - - - - - - 
100 ANSALDOBREDA SPA 509 (492) 17 - - - - - - - - 509 (492) 17
100 BREDAMENARINIBUS SPA 48 (45) 3 - - (3) - - - - - - - - 
60 LARIMART SPA 14 - 14 - - - - - - - - 14 - 14

100 LEONARDO GLOBAL SOLUTIONS SPA 570 - 570 - - - - - - - - 570 - 570
100 LEONARDO MW LTD 1,760 - 1,760 - 1,044 - - - - - - 2,804 - 2,804
100 LEONARDO US HOLDING INC. (***) 2,412 (1,290) 1,122 - 822 - - - - - - 3,234 (1,290) 1,944
100 OTO MELARA IBÉRICA SAU 5 - 5 - - - - - - - - 5 - 5
100 SELEX ES INTERNATIONAL LTD 131 - 131 - - - - - - - - 131 - 131
100 SELEX ES SPA 120 (54) 66 - - (66) - - - - - - - - 
100 SIRIO PANEL SPA 122 - 122 (122) - - - - - - - - - - 
100 SO.GE.PA. - SOCIETÀ GENERALE DI PARTECIPAZIONI SPA 28 (20) 8 - - - - - (8) - 28 (28) - 
67 TELESPAZIO SPA (*) 171 - 171 - - - - - - - - 171 - 171
99 W.S.K. PZL-ŚWIDNIK SA 142 - 142 - - - - - - - - 142 - 142

Subsidiaries with unit amount lower than €mil. 1 - - - - - - - - - 1 1 - 1

6,322 (1,913) 4,409 (122) 1,866 (75) - - (8) 3 1 7,884 (1,810) 6,074

% Equity investments in associates

43 ABU DHABI SYSTEMS INTEGRATION LLC 3 - 3 - - (3) - - - - - - - - 
50 AMSH BV (*) 873 (392) 481 - - - - - - - - 873 (392) 481
25 ATITECH SPA 7 (1) 6 - - (6) - - - - - - - - 
26 AVIO SPA (**) 54 (31) 23 - 48 - - - - - - 102 (31) 71
30 AW AVIATION SERVICES LLC 4 - 4 - - - - - - - - 4 - 4
50 GIE ATR 232 - 232 - - - - - - - - 232 - 232
31 ELETTRONICA SPA 54 (47) 7 - - - - - - - - 54 (47) 7
21 EUROFIGHTER INTERNATIONAL LIMITED (IN LIQ.) 1 - 1 - - - - - - - (1) - - - 
21 EUROFIGHTER JAGDFLUGZEUG GMBH 9 - 9 - - - - - - - - 9 - 9
24 EUROFIGHTER SIMULATION SYSTEMS GMBH 2 - 2 - - - - - - - - 2 - 2
11 EUROTECH SPA 18 (12) 6 - - - - - - - - 18 (12) 6
26 INDIAN ROTORCRAFT LTD 2 (2) - - - - - - - - - 2 (2) - 
40 JIANGXI CHANGHE AGUSTA HELICOPTER CO. 2 - 2 - - - - - - - - 2 - 2
25 LIBYAN ITALIAN ADVANCED TECH. CO. 2 (2) - - - - - - - - - 2 (2) - 
32 NHINDUSTRIES SAS 1 - 1 - - - - - - - - 1 - 1
49 ORIZZONTE - SISTEMI NAVALI SPA 16 - 16 - - - - - - - - 16 - 16
50 ROTORSIM SRL 28 - 28 - - - - - - - - 28 - 28
33 THALES ALENIA SPACE SAS (*) 546 (145) 401 - - - - - - - - 546 (145) 401
15 Other companies with unit amount lower than €mil. 1 - - - - 1 - - - - - 1 2 - 2

1,854 (632) 1,222 - 49 (9) - - - - - 1,893 (631) 1,262

(*) Joint control. 
(**) Merged by incorporation into Space 2 SpA, with simultaneous change of the company name to “Avio SpA”.
(***) Company name changed from “Meccanica Holdings USA Inc.” to “Leonardo US Holding Inc.”.
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APPENDICES

Appendix no. 1 (€mil.) - EQUITY INVESTMENTS

31 December 2016         31 December 2017

Cost Impairment Carrying 
amount

Transfers/
Acquisition 
of business 

unit

Acquis./
Subscriptions/

Payments of 
capital

Disposal Reclass. Stock 
grant

Financial 
revalut./

Impair-
ment

Capital 
replenishment

Other 
changes

Cost Impair-
ment

Carrying 
amount

(a)  (b) (c)    (d)

% Equity investments in subsidiaries

100 AGUSTAWESTLAND HOLDINGS LTD 58 - 58 - - - - - - - - 58 - 58
100 AGUSTAWESTLAND PHILADELPHIA CO. 217 - 217 - - - - - - - - 217 - 217
100 AGUSTAWESTLAND SPA 3 (3) - - - (3) - - - 3 - - - - 
100 ALENIA AERMACCHI SPA 12 (9) 3 - - (3) - - - - - - - - 
100 ANSALDOBREDA SPA 509 (492) 17 - - - - - - - - 509 (492) 17
100 BREDAMENARINIBUS SPA 48 (45) 3 - - (3) - - - - - - - - 
60 LARIMART SPA 14 - 14 - - - - - - - - 14 - 14

100 LEONARDO GLOBAL SOLUTIONS SPA 570 - 570 - - - - - - - - 570 - 570
100 LEONARDO MW LTD 1,760 - 1,760 - 1,044 - - - - - - 2,804 - 2,804
100 LEONARDO US HOLDING INC. (***) 2,412 (1,290) 1,122 - 822 - - - - - - 3,234 (1,290) 1,944
100 OTO MELARA IBÉRICA SAU 5 - 5 - - - - - - - - 5 - 5
100 SELEX ES INTERNATIONAL LTD 131 - 131 - - - - - - - - 131 - 131
100 SELEX ES SPA 120 (54) 66 - - (66) - - - - - - - - 
100 SIRIO PANEL SPA 122 - 122 (122) - - - - - - - - - - 
100 SO.GE.PA. - SOCIETÀ GENERALE DI PARTECIPAZIONI SPA 28 (20) 8 - - - - - (8) - 28 (28) - 
67 TELESPAZIO SPA (*) 171 - 171 - - - - - - - - 171 - 171
99 W.S.K. PZL-ŚWIDNIK SA 142 - 142 - - - - - - - - 142 - 142

Subsidiaries with unit amount lower than €mil. 1 - - - - - - - - - 1 1 - 1

6,322 (1,913) 4,409 (122) 1,866 (75) - - (8) 3 1 7,884 (1,810) 6,074

% Equity investments in associates

43 ABU DHABI SYSTEMS INTEGRATION LLC 3 - 3 - - (3) - - - - - - - - 
50 AMSH BV (*) 873 (392) 481 - - - - - - - - 873 (392) 481
25 ATITECH SPA 7 (1) 6 - - (6) - - - - - - - - 
26 AVIO SPA (**) 54 (31) 23 - 48 - - - - - - 102 (31) 71
30 AW AVIATION SERVICES LLC 4 - 4 - - - - - - - - 4 - 4
50 GIE ATR 232 - 232 - - - - - - - - 232 - 232
31 ELETTRONICA SPA 54 (47) 7 - - - - - - - - 54 (47) 7
21 EUROFIGHTER INTERNATIONAL LIMITED (IN LIQ.) 1 - 1 - - - - - - - (1) - - - 
21 EUROFIGHTER JAGDFLUGZEUG GMBH 9 - 9 - - - - - - - - 9 - 9
24 EUROFIGHTER SIMULATION SYSTEMS GMBH 2 - 2 - - - - - - - - 2 - 2
11 EUROTECH SPA 18 (12) 6 - - - - - - - - 18 (12) 6
26 INDIAN ROTORCRAFT LTD 2 (2) - - - - - - - - - 2 (2) - 
40 JIANGXI CHANGHE AGUSTA HELICOPTER CO. 2 - 2 - - - - - - - - 2 - 2
25 LIBYAN ITALIAN ADVANCED TECH. CO. 2 (2) - - - - - - - - - 2 (2) - 
32 NHINDUSTRIES SAS 1 - 1 - - - - - - - - 1 - 1
49 ORIZZONTE - SISTEMI NAVALI SPA 16 - 16 - - - - - - - - 16 - 16
50 ROTORSIM SRL 28 - 28 - - - - - - - - 28 - 28
33 THALES ALENIA SPACE SAS (*) 546 (145) 401 - - - - - - - - 546 (145) 401
15 Other companies with unit amount lower than €mil. 1 - - - - 1 - - - - - 1 2 - 2

1,854 (632) 1,222 - 49 (9) - - - - - 1,893 (631) 1,262

(*) Joint control. 
(**) Merged by incorporation into Space 2 SpA, with simultaneous change of the company name to “Avio SpA”.
(***) Company name changed from “Meccanica Holdings USA Inc.” to “Leonardo US Holding Inc.”.
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Appendix no. 1 (€mil.) - EQUITY INVESTMENTS

31 December 2016         31 December 2017

Cost Impairment Carrying 
amount

Transfers/
Acquisition 
of business 

unit

Acquis./
Subscriptions/

Payments of 
capital

Disposal Reclass. Stock 
grant

Financial 
revalut./

Impair-
ment

Capital 
replenishment

Other 
changes

Cost Impair-
ment

Carrying 
amount

(a)  (b) (c)    (d)

% Other companies

99 CONS. CREO 1 - 1 - - - - - (1) - - 1 (1) - 
12 INDUSTRIA ITALIANA AUTOBUS SPA 1 - 1 - - - - - - - - 1 - 1
3 ISTITUTO DELLA ENCICLOPEDIA ITALIANA TRECCANI SPA - - - - 2 - - - - - - 2 - 2

15 PANAVIA AIRCRAFT GMBH 4 - 4 - - - - - - - (1) 3 - 3
1 VITROCISET SPA 1 - 1 - - - - - - - - 2 (1) 1

Other companies with unit amount lower than €mil. 1 3 - 3 - - - - - (1) - - 2 - 2

10 - 10 - 2 - - - (2) - (1) 11 (2) 9

TOTAL EQUITY INVESTMENTS 8,186 (2,545) 5,641 (122) 1,917 (84) - - (10) 3 - 9,788 (2,443) 7,345

% Investments held for sale

100 AGUSTAWESTLAND LTD 1,109  -   1,109 - - (1,109) - - - - -  -    -    -   
100 AGUSTAWESTLAND MALAYSIA SDN BHD 13  -   13 - - (13) - - - - -  -    -    -   
99 AGUSTA AEROSPACE SERVICES SA 20  -   20 - - (20) - - - - -  -    -    -   
99 AGUSTAWESTLAND DO BRASIL LTDA 9  -   9 - - (9) - - - - -  -    -    -   

Total investment held for sale 1,151 - 1,151 - - (1,151) - - - - - - - - 

Subsidiaries Associates Other 
companies

(a) Of which:
Cost 122
Impairment losses

122
(b) Of which:
Cost 182 11
Impairment losses 108 1

74 10
(c) Of which:
Cost
Impairment losses

(d) Of which
Cost 1 1 (2)
Impairment losses

1 1 (2)
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Appendix no. 1 (€mil.) - EQUITY INVESTMENTS

31 December 2016         31 December 2017

Cost Impairment Carrying 
amount

Transfers/
Acquisition 
of business 

unit

Acquis./
Subscriptions/

Payments of 
capital

Disposal Reclass. Stock 
grant

Financial 
revalut./

Impair-
ment

Capital 
replenishment

Other 
changes

Cost Impair-
ment

Carrying 
amount

(a)  (b) (c)    (d)

% Other companies

99 CONS. CREO 1 - 1 - - - - - (1) - - 1 (1) - 
12 INDUSTRIA ITALIANA AUTOBUS SPA 1 - 1 - - - - - - - - 1 - 1
3 ISTITUTO DELLA ENCICLOPEDIA ITALIANA TRECCANI SPA - - - - 2 - - - - - - 2 - 2

15 PANAVIA AIRCRAFT GMBH 4 - 4 - - - - - - - (1) 3 - 3
1 VITROCISET SPA 1 - 1 - - - - - - - - 2 (1) 1

Other companies with unit amount lower than €mil. 1 3 - 3 - - - - - (1) - - 2 - 2

10 - 10 - 2 - - - (2) - (1) 11 (2) 9

TOTAL EQUITY INVESTMENTS 8,186 (2,545) 5,641 (122) 1,917 (84) - - (10) 3 - 9,788 (2,443) 7,345

% Investments held for sale

100 AGUSTAWESTLAND LTD 1,109  -   1,109 - - (1,109) - - - - -  -    -    -   
100 AGUSTAWESTLAND MALAYSIA SDN BHD 13  -   13 - - (13) - - - - -  -    -    -   
99 AGUSTA AEROSPACE SERVICES SA 20  -   20 - - (20) - - - - -  -    -    -   
99 AGUSTAWESTLAND DO BRASIL LTDA 9  -   9 - - (9) - - - - -  -    -    -   

Total investment held for sale 1,151 - 1,151 - - (1,151) - - - - - - - - 

Subsidiaries Associates Other 
companies

(a) Of which:
Cost 122
Impairment losses

122
(b) Of which:
Cost 182 11
Impairment losses 108 1

74 10
(c) Of which:
Cost
Impairment losses

(d) Of which
Cost 1 1 (2)
Impairment losses

1 1 (2)
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Appendix no. 2 (€mil.) - LIST OF EQUITY INVESTMENTS

Name Office Reporting 
date

Share capital 
(total)

Currency Equity Total 
assets

Total 
liabilitiess

Profit/ 
(Loss)

Ownership Net equity 
in financial 
statements

Carrying 
amount

Equity investments in subsidiaries

AGUSTAWESTLAND HOLDING LTD Yeovil (UK) 31/12/2017 500,000 GBP 45.0 67.0 22.0 11.0 100 45.0 58
AGUSTAWESTLAND PHILADELPHIA CO. Philadelphia (USA) 31/12/2017 121,200,000 USD 193.0 823.0 630.0 (18.0) 100 193.0 217
ALENIA NORTH AMERICA CANADA CO. Canada 31/12/2017 1 USD 0.0 0.3 0.3 0.0 100 0.0 0
ANSALDOBREDA SPA Naples (Italy) 31/12/2017 10,000,000 43.0 331.0 288.0 26.0 100 43.0 17
LARIMART SPA Rome (Italy) 31/12/2017 2,500,000 21.5 35.0 13.5 3.6 60.0 12.9 14
LEONARDO AEROSPACE DEFENSE & SECURITY INDIA PRIVATE LTD New Delhi (India) 31/12/2017 30,000,000 INR 0.0 0.0 0.0 0.0 100 0.0 0
LEONARDO DO BRASIL LTDA (*) Brasilia (Brazil) 31/12/2017 1,203,200 BRL 1.0 1.0 0.0 0.0 100 1.0 0
LEONARDO GLOBAL SOLUTIONS SPA Rome (Italy) 31/12/2017 49,945,983 600.0 766.0 166.0 7.0 100 600.0 570
LEONARDO MW LTD Basildon (UK) 31/12/2017 314,500,100 GBP 1,811.0 2,356.0 545.0 230.0 100 1,811.0 2,804
LEONARDO US HOLDING INC. (**) Wilmington (USA) 31/12/2017 10 USD 2,044.0 2,492.0 448.0 (53.0) 100 2,044.0 1,944
OTO MELARA IBÉRICA SAU Valencia (Spain) 31/12/2017 1,938,000 5.0 9.0 9.0 (1.0) 100 5.0 5
SELEX INTERNATIONAL LTD Essex (UK) 31/12/2017 60,000,000 GBP 53.0 92.0 39.0 1.3 100 53.0 131
SISTEMI DINAMICI SPA Pisa (Italy) 31/12/2017 200,000 0.0 16.0 16.0 0.0 100 0.0 0

SO.GE.PA. - SOCIETÀ GENERALE DI PARTECIPAZIONI SPA Rome (Italy) 31/12/2017 1,000,000 (91.0) 332.0 422.0 (99.0) 100 (91.0) 0

TELESPAZIO SPA Rome (Italy) 31/12/2017 50,000,000 234.0 534.0 300.0 28.0 67.0 156.8 171

W.S.K. PZL-ŚWIDNIK SA Świdnik (Poland) 31/12/2017 307,642,000 PLN 115.0 214.0 99.0 31.0 99.0 113.2 142
WIN BLUE WATER SERVICES PVT LTD New Delhi (India) 31/12/2017 11,908,720 INR 0.2 n.a. n.a. n.a. 99.99 0.2 0

WORLD’S WING SA Geneva (Switzerland) 31/12/2017 811,876 CHF (134.8) 0.2 135.0 0.0 94.94 (128.0) 0

6,074

Equity investments in associates

A4ESSOR SAS Cedex (France) 31/12/2016 100,000 0.0 0.0 0.0 0.0 23.10 0.0 0
ADVANCED MALE AIRCRAFT LLC Al Ain (United Arab Emirates) n.a. 200,000 SED n.a. n.a. n.a. n.a. 49.0 n.a. 0
AGUSTAWESTLAND AVIATION SERVICES LLC Abu Dhabi City (United Arab Emirates) 31/12/2017 58,010,000 AED 14.0 22.0 9.0 1.0 30.0 4.2 4
AMSH BV Amsterdam (The Netherlands) 31/12/2017 36,296,316 953.0 999.0 46.0 119.0 50.0 476.5 481
AVIO SPA Turin (Italy) 31/12/2016 40,000,000 287.0 791.0 504.0 1.0 25.88 74.3 71
ELETTRONICA SPA Rome (Italy) 31/12/2017 9,000,000 92.0 549.0 393.0 17.0 31.33 28.8 7
EUROFIGHTER AIRCRAFT MANAGEMENT GMBH Hallbergmoos (Germany) 31/12/2016 127,823 0.0 0.0 0.0 0.0 21.0 0.0 0
EUROFIGHTER JAGDFLUGZEUG GMBH Hallbergmoos (Germany) 31/12/2016 639,114 23.5 1,331.2 1,307.7 (26.8) 21.0 4.9 9
EUROFIGHTER SIMULATION SYSTEMS GMBH Halbergmoos (Germany) 31/12/2016 260,000.00 10.0 30.0 20.0 1.0 24.0 2.0 2
EUROMIDS SAS Paris (France) 31/12/2016 40,500 3.0 36.0 33.0 0.0 25.0 1.0 1
EUROSYSNAV SAS (IN LIQ.) Paris (France) 31/12/2015 40,000 4.0 7.0 3.0 0.0 50.0 2.0 0
EUROTECH SPA Udine (Italy) 31/12/2016 8,878,946 113.0 131.0 18.0 (1.0) 11.08 12.5 6
CONSORZIO ATR GIE  Tolosa (France) 31/12/2016 n.a. 367.6 1,384.1 1,016.5 367.6 50.0 183.8 232
IND. A. E M. R. PIAGGIO SPA (EXT. ADM.) Genoa (Italy) 31/12/2013 103,567 n.a. n.a. n.a. n.a. 30.98 n.a. 0
JIANGXI CHANGHE AGUSTA HELICOPTERS CO. Jingdezhen (China) 31/12/2017 48,403,000 CNY 5.0 6.0 1.0 0.0 40.0 2.0 2
INDIAN ROTORCRAFT LTD Hyderabad (India) 31/12/2015 514,174,981 INR 6.1 n.a. n.a. (0.4) 26.0 0.0 0
JOINT STOCK COMPANY HELIVERT Moscow (Russia) 31/12/2017 325,010,000 RUB (7.0) 44.0 51.0 (1.0) 50.0 (3.5) 0
LIBYAN ITALIAN ADVANCED TECH. CO. Tripoli (Libya) 31/12/2011 13,568,000 LYD 5.0 28.0 24.0 (4.0) 25.0 1.3 0
MACCHI HUREL DUBOIS SAS Plaisir (France) 31/12/2016 100,000 0.4 40.0 40.0 0.0 50.0 0.2 0
NHINDUSTRIES SAS Aix-en-Provence (France) 31/12/2017 306,000 6.0 6,643.0 6,637.0 1.0 32.0 1.9 1
ORIZZONTE - SISTEMI NAVALI SPA Genoa (Italy) 31/12/2016 20,000,000 35.0 2,588.0 2,553.0 0.0 49.0 17.0 16
ROTORSIM SRL Sesto Calende (Italy) 31/12/2017 9,800,000 67.0 103.0 36.0 6.0 50.0 33.5 28
THALES ALENIA SPACE SAS Paris (France) 31/12/2016 918,038,000 1,188.0 1,452.0 264.0 198.0 33.0 392.0 401

1,262

(*) Company name changed from “Finmeccanica do Brasil Ltda” to “Leonardo do Brasil Ltda”. 
(**) Company name changed from “Meccanica Holdings USA Inc.” to “Leonardo US Holding Inc.”.
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Appendix no. 2 (€mil.) - LIST OF EQUITY INVESTMENTS

Name Office Reporting 
date

Share capital 
(total)

Currency Equity Total 
assets

Total 
liabilitiess

Profit/ 
(Loss)

Ownership Net equity 
in financial 
statements

Carrying 
amount

Equity investments in subsidiaries

AGUSTAWESTLAND HOLDING LTD Yeovil (UK) 31/12/2017 500,000 GBP 45.0 67.0 22.0 11.0 100 45.0 58
AGUSTAWESTLAND PHILADELPHIA CO. Philadelphia (USA) 31/12/2017 121,200,000 USD 193.0 823.0 630.0 (18.0) 100 193.0 217
ALENIA NORTH AMERICA CANADA CO. Canada 31/12/2017 1 USD 0.0 0.3 0.3 0.0 100 0.0 0
ANSALDOBREDA SPA Naples (Italy) 31/12/2017 10,000,000 43.0 331.0 288.0 26.0 100 43.0 17
LARIMART SPA Rome (Italy) 31/12/2017 2,500,000 21.5 35.0 13.5 3.6 60.0 12.9 14
LEONARDO AEROSPACE DEFENSE & SECURITY INDIA PRIVATE LTD New Delhi (India) 31/12/2017 30,000,000 INR 0.0 0.0 0.0 0.0 100 0.0 0
LEONARDO DO BRASIL LTDA (*) Brasilia (Brazil) 31/12/2017 1,203,200 BRL 1.0 1.0 0.0 0.0 100 1.0 0
LEONARDO GLOBAL SOLUTIONS SPA Rome (Italy) 31/12/2017 49,945,983 600.0 766.0 166.0 7.0 100 600.0 570
LEONARDO MW LTD Basildon (UK) 31/12/2017 314,500,100 GBP 1,811.0 2,356.0 545.0 230.0 100 1,811.0 2,804
LEONARDO US HOLDING INC. (**) Wilmington (USA) 31/12/2017 10 USD 2,044.0 2,492.0 448.0 (53.0) 100 2,044.0 1,944
OTO MELARA IBÉRICA SAU Valencia (Spain) 31/12/2017 1,938,000 5.0 9.0 9.0 (1.0) 100 5.0 5
SELEX INTERNATIONAL LTD Essex (UK) 31/12/2017 60,000,000 GBP 53.0 92.0 39.0 1.3 100 53.0 131
SISTEMI DINAMICI SPA Pisa (Italy) 31/12/2017 200,000 0.0 16.0 16.0 0.0 100 0.0 0

SO.GE.PA. - SOCIETÀ GENERALE DI PARTECIPAZIONI SPA Rome (Italy) 31/12/2017 1,000,000 (91.0) 332.0 422.0 (99.0) 100 (91.0) 0

TELESPAZIO SPA Rome (Italy) 31/12/2017 50,000,000 234.0 534.0 300.0 28.0 67.0 156.8 171

W.S.K. PZL-ŚWIDNIK SA Świdnik (Poland) 31/12/2017 307,642,000 PLN 115.0 214.0 99.0 31.0 99.0 113.2 142
WIN BLUE WATER SERVICES PVT LTD New Delhi (India) 31/12/2017 11,908,720 INR 0.2 n.a. n.a. n.a. 99.99 0.2 0

WORLD’S WING SA Geneva (Switzerland) 31/12/2017 811,876 CHF (134.8) 0.2 135.0 0.0 94.94 (128.0) 0

6,074

Equity investments in associates

A4ESSOR SAS Cedex (France) 31/12/2016 100,000 0.0 0.0 0.0 0.0 23.10 0.0 0
ADVANCED MALE AIRCRAFT LLC Al Ain (United Arab Emirates) n.a. 200,000 SED n.a. n.a. n.a. n.a. 49.0 n.a. 0
AGUSTAWESTLAND AVIATION SERVICES LLC Abu Dhabi City (United Arab Emirates) 31/12/2017 58,010,000 AED 14.0 22.0 9.0 1.0 30.0 4.2 4
AMSH BV Amsterdam (The Netherlands) 31/12/2017 36,296,316 953.0 999.0 46.0 119.0 50.0 476.5 481
AVIO SPA Turin (Italy) 31/12/2016 40,000,000 287.0 791.0 504.0 1.0 25.88 74.3 71
ELETTRONICA SPA Rome (Italy) 31/12/2017 9,000,000 92.0 549.0 393.0 17.0 31.33 28.8 7
EUROFIGHTER AIRCRAFT MANAGEMENT GMBH Hallbergmoos (Germany) 31/12/2016 127,823 0.0 0.0 0.0 0.0 21.0 0.0 0
EUROFIGHTER JAGDFLUGZEUG GMBH Hallbergmoos (Germany) 31/12/2016 639,114 23.5 1,331.2 1,307.7 (26.8) 21.0 4.9 9
EUROFIGHTER SIMULATION SYSTEMS GMBH Halbergmoos (Germany) 31/12/2016 260,000.00 10.0 30.0 20.0 1.0 24.0 2.0 2
EUROMIDS SAS Paris (France) 31/12/2016 40,500 3.0 36.0 33.0 0.0 25.0 1.0 1
EUROSYSNAV SAS (IN LIQ.) Paris (France) 31/12/2015 40,000 4.0 7.0 3.0 0.0 50.0 2.0 0
EUROTECH SPA Udine (Italy) 31/12/2016 8,878,946 113.0 131.0 18.0 (1.0) 11.08 12.5 6
CONSORZIO ATR GIE  Tolosa (France) 31/12/2016 n.a. 367.6 1,384.1 1,016.5 367.6 50.0 183.8 232
IND. A. E M. R. PIAGGIO SPA (EXT. ADM.) Genoa (Italy) 31/12/2013 103,567 n.a. n.a. n.a. n.a. 30.98 n.a. 0
JIANGXI CHANGHE AGUSTA HELICOPTERS CO. Jingdezhen (China) 31/12/2017 48,403,000 CNY 5.0 6.0 1.0 0.0 40.0 2.0 2
INDIAN ROTORCRAFT LTD Hyderabad (India) 31/12/2015 514,174,981 INR 6.1 n.a. n.a. (0.4) 26.0 0.0 0
JOINT STOCK COMPANY HELIVERT Moscow (Russia) 31/12/2017 325,010,000 RUB (7.0) 44.0 51.0 (1.0) 50.0 (3.5) 0
LIBYAN ITALIAN ADVANCED TECH. CO. Tripoli (Libya) 31/12/2011 13,568,000 LYD 5.0 28.0 24.0 (4.0) 25.0 1.3 0
MACCHI HUREL DUBOIS SAS Plaisir (France) 31/12/2016 100,000 0.4 40.0 40.0 0.0 50.0 0.2 0
NHINDUSTRIES SAS Aix-en-Provence (France) 31/12/2017 306,000 6.0 6,643.0 6,637.0 1.0 32.0 1.9 1
ORIZZONTE - SISTEMI NAVALI SPA Genoa (Italy) 31/12/2016 20,000,000 35.0 2,588.0 2,553.0 0.0 49.0 17.0 16
ROTORSIM SRL Sesto Calende (Italy) 31/12/2017 9,800,000 67.0 103.0 36.0 6.0 50.0 33.5 28
THALES ALENIA SPACE SAS Paris (France) 31/12/2016 918,038,000 1,188.0 1,452.0 264.0 198.0 33.0 392.0 401

1,262

(*) Company name changed from “Finmeccanica do Brasil Ltda” to “Leonardo do Brasil Ltda”. 
(**) Company name changed from “Meccanica Holdings USA Inc.” to “Leonardo US Holding Inc.”.



SEPARATE FINANCIAL STATEMENTS AT 31 DECEMBER 2017

264

Appendix no. 2 (€mil.) - LIST OF EQUITY INVESTMENTS

Name Office Reporting 
date

Share capital 
(total)

Currency Equity Total 
assets

Total 
liabilitiess

Profit/ 
(Loss)

Ownership Net equity 
in financial 
statements

Carrying 
amount

Consortiums

CONSORZIO DHITECH SCARL Lecce (Italy) 31/12/2015 231,800 0.9 34.0 33.1 0.0 2.8 0.0 0
CONSORZIO PER L’ENERGIA VARESE Varese (Italy) 31/12/2015 88,154 0.0 0.0 0.0 0.0 0.6 0.0 0
I.A.M.C.O. Venezia (Italy) 31/12/2016 208,000 0.9 8.9 8.0 0.3 25.0 0.2 0
CONS. CREO L’Aquila (Italy) 31/12/2017 774,685 0.0 3.0 2.0 0.0 99.0 0.0 0
CONSORZIO CALS ITALIA Rome (Italy) 31/12/2016 67,139 0.0 0.0 0.0 0.0 16.7 0
CONSORZIO CONSAER Naples (Italy) 31/12/2015 275,600 0.2 1.8 1.6 0.0 23.0 0.1 0
CONSORZIO IMAST SCARL Naples (Italy) 31/12/2015 689,000 1.0 12.5 11.5 0.0 3.2 0.0 0
CONSORZIO S3LOG Rome (Italy 31/12/2015 600,000 1.0 8.0 8.0 0.0 60.0 1.0 1
CONSORZIO TECHNOVA SCARL Naples (Italy) n.a. n.a. n.a. n.a. n.a. n.a. n.a. 13.9 0.0 0
CONSORZIO TESSERA Venice (Italy) 31/12/2015 40,000 0.0 0.0 0.0 0.0 90.0 0.0 0
CONSORZIO TOP IN C Naples (Italy) n.a. n.a. n.a. n.a. n.a. n.a. n.a. 11.4 0.0 0
EUROSLAT G.E.I.E. Sophia Antipolis (France) 31/12/2016 n.a. n.a. 0.0 0.0 0.0 0.0 50.0 0.0 0
EUROTORP G.E.I.E. Sophia Antipolis (France) 31/12/2016 n.a. n.a. 0.0 0.0 0.0 1.4 50.0 0.0 0
Other companies with unit amount lower than €mil. 1 1

2

Other companies

BCV MANAGEMENT SA (IN LIQ.) Luxembourg (Luxembourg) 31/12/2016 36,470 0.0 0.0 0.0 0.0 15.0 0.0 0
CIRA SCPA Capua (Italy) 31/12/2016 985,224 109.0 154.0 45.0 (7.0) 11.7 13.5 0
DISTRETTO  AEROSPAZIALE DELLA CAMPANIA SCARL Capua (Italy) 31/12/2015 492,500 0.0 1.0 1.0 0.0 6.1 0.0 0
DISTRETTO LIGURE DELLE TECNOLOGIE MARINE SCARL La Spezia (Italy) 31/12/2016 1,140,000 1.0 11.0 10.0 0.0 11.8 0.1 0
DISTRETTO TECNOLOGICO AEROSPAZIALE SCARL Brindisi (Italy) 31/12/2015 150,000 1.0 3.4 2.4 0.2 17.0 0.2 0
EMITTENTI TITOLI SPA (IN LIQ.) Milan (Italy) 31/12/2016 4,264,000 12.0 12.0 0.0 1.0 3.7 0.4 0
EUROPEAN SATELLITE NAVIGATION INDUSTRIES GMBH (IN LIQ.) Ottobrunn (Germany) 12/11/2014 264,000 0.0 3.0 3.0 0.0 18.9 0.0 0
INDUSTRIA ITALIANA AUTOBUS SPA Rome (Italy) 31/12/2016 7,250,000 8.0 91.0 83.0 0.0 11.7 0.9 1
ISTITUTO DELLA ENCICLOPEDIA ITALIANA TRECCANI SPA Rome (Italy) 31/12/2017 62,724,105 n.a. n.a. n.a. n.a. 3.3 n.a. 2
PANAVIA AIRCRAFT GMBH Hallbergmoos (Germany) 31/12/2015 6,437,165 51.6 246.0 194.4 7.0 15.0 7.7 3
SECBAT SARL Saint-Cloud (France) 31/12/2015 32,000 1.4 21.8 20.4 0.0 13.6 0.2 0
VITROCISET SPA Rome (Italy) 31/12/2016 24,500,000 100.0 100.0 269.0 169.0 0.0 0.0 1

7

TOTAL EQUITY INVESTMENTS 7,345
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Appendix no. 2 (€mil.) - LIST OF EQUITY INVESTMENTS

Name Office Reporting 
date

Share capital 
(total)

Currency Equity Total 
assets

Total 
liabilitiess

Profit/ 
(Loss)

Ownership Net equity 
in financial 
statements

Carrying 
amount

Consortiums

CONSORZIO DHITECH SCARL Lecce (Italy) 31/12/2015 231,800 0.9 34.0 33.1 0.0 2.8 0.0 0
CONSORZIO PER L’ENERGIA VARESE Varese (Italy) 31/12/2015 88,154 0.0 0.0 0.0 0.0 0.6 0.0 0
I.A.M.C.O. Venezia (Italy) 31/12/2016 208,000 0.9 8.9 8.0 0.3 25.0 0.2 0
CONS. CREO L’Aquila (Italy) 31/12/2017 774,685 0.0 3.0 2.0 0.0 99.0 0.0 0
CONSORZIO CALS ITALIA Rome (Italy) 31/12/2016 67,139 0.0 0.0 0.0 0.0 16.7 0
CONSORZIO CONSAER Naples (Italy) 31/12/2015 275,600 0.2 1.8 1.6 0.0 23.0 0.1 0
CONSORZIO IMAST SCARL Naples (Italy) 31/12/2015 689,000 1.0 12.5 11.5 0.0 3.2 0.0 0
CONSORZIO S3LOG Rome (Italy 31/12/2015 600,000 1.0 8.0 8.0 0.0 60.0 1.0 1
CONSORZIO TECHNOVA SCARL Naples (Italy) n.a. n.a. n.a. n.a. n.a. n.a. n.a. 13.9 0.0 0
CONSORZIO TESSERA Venice (Italy) 31/12/2015 40,000 0.0 0.0 0.0 0.0 90.0 0.0 0
CONSORZIO TOP IN C Naples (Italy) n.a. n.a. n.a. n.a. n.a. n.a. n.a. 11.4 0.0 0
EUROSLAT G.E.I.E. Sophia Antipolis (France) 31/12/2016 n.a. n.a. 0.0 0.0 0.0 0.0 50.0 0.0 0
EUROTORP G.E.I.E. Sophia Antipolis (France) 31/12/2016 n.a. n.a. 0.0 0.0 0.0 1.4 50.0 0.0 0
Other companies with unit amount lower than €mil. 1 1

2

Other companies

BCV MANAGEMENT SA (IN LIQ.) Luxembourg (Luxembourg) 31/12/2016 36,470 0.0 0.0 0.0 0.0 15.0 0.0 0
CIRA SCPA Capua (Italy) 31/12/2016 985,224 109.0 154.0 45.0 (7.0) 11.7 13.5 0
DISTRETTO  AEROSPAZIALE DELLA CAMPANIA SCARL Capua (Italy) 31/12/2015 492,500 0.0 1.0 1.0 0.0 6.1 0.0 0
DISTRETTO LIGURE DELLE TECNOLOGIE MARINE SCARL La Spezia (Italy) 31/12/2016 1,140,000 1.0 11.0 10.0 0.0 11.8 0.1 0
DISTRETTO TECNOLOGICO AEROSPAZIALE SCARL Brindisi (Italy) 31/12/2015 150,000 1.0 3.4 2.4 0.2 17.0 0.2 0
EMITTENTI TITOLI SPA (IN LIQ.) Milan (Italy) 31/12/2016 4,264,000 12.0 12.0 0.0 1.0 3.7 0.4 0
EUROPEAN SATELLITE NAVIGATION INDUSTRIES GMBH (IN LIQ.) Ottobrunn (Germany) 12/11/2014 264,000 0.0 3.0 3.0 0.0 18.9 0.0 0
INDUSTRIA ITALIANA AUTOBUS SPA Rome (Italy) 31/12/2016 7,250,000 8.0 91.0 83.0 0.0 11.7 0.9 1
ISTITUTO DELLA ENCICLOPEDIA ITALIANA TRECCANI SPA Rome (Italy) 31/12/2017 62,724,105 n.a. n.a. n.a. n.a. 3.3 n.a. 2
PANAVIA AIRCRAFT GMBH Hallbergmoos (Germany) 31/12/2015 6,437,165 51.6 246.0 194.4 7.0 15.0 7.7 3
SECBAT SARL Saint-Cloud (France) 31/12/2015 32,000 1.4 21.8 20.4 0.0 13.6 0.2 0
VITROCISET SPA Rome (Italy) 31/12/2016 24,500,000 100.0 100.0 269.0 169.0 0.0 0.0 1

7

TOTAL EQUITY INVESTMENTS 7,345
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Appendix no. 3 (€mil.) - NON-CURRENT RECEIVABLES

31 December 2016 31 December 2017

Residual 
nominal 
amount

Impairment Carrying 
amount

Mergers/
Demergers

Disbursement Reclassifications Reimboursements Other 
changes

Residual 
nominal 
amount

Impairment Carrying 
amount

Receivables 128 - 128 6 9 (32) 17 6 100 - 100

Receivables from subsidiaries 68 - 68 - 464 (13) 17 - 502 - 502

 

Total receivables 196 - 196 6 473 (45) 34 6 602 - 602

Appendix no. 4 (€mil.) - ASSETS BROKEN DOWN BY MATURITY

31 December 2017 31 December 2016

Amounts due Amounts due

from 2nd 
to 5th 

subsequent 
year

beyond 5th 
year

Total

from 2nd 
to 5th 

subsequent 
year

beyond 5th 
year

Total

Receivables 43 7 50 61 - 61

Other non-current receivables from 
related parties 50 - 50 24 28 52

- 

Loans and receivables 50 - 50 67 - 67

Non-current loans and receivables 
from relates parties 452 - 452 16 - 16

Other non-current assets 83 56 139 60 23 83

Total receivables and non-current 
assets 678 63 741 228 51 279
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Appendix no. 5 (€mil.) - FOREIGN CURRENCY ASSETS

31 December 2017 31 December 2016

In foreign 
currency In euro Total

In foreign 
currency In euro Total

Receivables 1 49 50 - 61 61

Other non-current receivables from related parties - 50 50 - 52 52

Loans and receivables - 50 50 - 67 67

Non-current loans and receivables from related 
parties 194 258 452 15 1 16

Other non-current assets - 139 139 - 83 83

Total receivables and other non-current assets 195 546 741 15 264 279

Deferred tax assets - 632 632 - 669 669

Total non-current assets 195 1,178 1,373 15 933 948

Loans and receivables 2 24 26 - 28 28

Loans and receivables form related parties 95 137 232 58 268 325

97 161 258 58 296 353

Trade receivables 423 1,287 1,710 501 1,111 1,612

Trade receivables from related parties 414 673 1,087 438 787 1,225

837 1,960 2,797 939 1,898 2,837

Other assets 11 461 472 26 560 586

Other receivables from related parties - 54 54 1 50 51

11 515 526 27 610 637

Income tax receivables - 122 122 - 100 100

Cash and cash equivalents 204 1,361 1,565 76 1,671 1,747

Total current assets 1,149 4,119 5,268 1,100 4,575 5,674

Appendix no. 3 (€mil.) - NON-CURRENT RECEIVABLES

31 December 2016 31 December 2017

Residual 
nominal 
amount

Impairment Carrying 
amount

Mergers/
Demergers

Disbursement Reclassifications Reimboursements Other 
changes

Residual 
nominal 
amount

Impairment Carrying 
amount

Receivables 128 - 128 6 9 (32) 17 6 100 - 100

Receivables from subsidiaries 68 - 68 - 464 (13) 17 - 502 - 502

 

Total receivables 196 - 196 6 473 (45) 34 6 602 - 602

Appendix no. 4 (€mil.) - ASSETS BROKEN DOWN BY MATURITY

31 December 2017 31 December 2016

Amounts due Amounts due

from 2nd 
to 5th 

subsequent 
year

beyond 5th 
year

Total

from 2nd 
to 5th 

subsequent 
year

beyond 5th 
year

Total

Receivables 43 7 50 61 - 61

Other non-current receivables from 
related parties 50 - 50 24 28 52

- 

Loans and receivables 50 - 50 67 - 67

Non-current loans and receivables 
from relates parties 452 - 452 16 - 16

Other non-current assets 83 56 139 60 23 83

Total receivables and non-current 
assets 678 63 741 228 51 279
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Appendix no. 6 (€mil.) - ASSETS BY GEOGRAPHICAL AREA

31 December 2017 31 December 2016

Italy Rest of 
Europe

North 
America

Rest of 
the world

Total Italy Rest of 
Europe

North 
America

Rest of 
the world

Total

Receivables 50  -    -    -   50 61  -    -    -   61

Other non-current 
receivables from 
related parties 50  -    -    -   50 52  -    -    -   52

Loans and 
receivables 50  -    -    -   50 67  -    -    -   67

Non-current loans 
and receivables 
from related parties 258 194  -    -   452 1 15  -    -   16

Other non-current 
assets 139  -    -    -   139 83  -    -    -   83

Total receivables 
and other non-
current assets 547 194 - - 741 264 15 - - 279

Deferred tax assets 632  -    -    -   632 669  -    -    -   669

Total non-current 
assets 1,179 194 - - 1,373 933 15 - - 948

Loans and 
receivables 22  -    -   4 26 28 - - - 28

Loans and 
receivables from 
related parties 33 192 1 6 232 236 71 12 6 325

55 192 1 10 258 264 71 12 6 353

Trade receivables 678 404 105 523 1,710 628 346 198 440 1,612

Trade receivables 
from related parties 138 616 206 127 1,087 254 693 219 59 1,225

816 1,020 311 650 2,797 882 1,039 417 499 2,837

Other assets 441 19  -   12 472 574 2 - 10 586

Other receivables 
from related parties 54  -    -   - 54 51  -    -    -   51

495 19 - 12 526 625 2 - 10 637

Income tax 
receivables 122  -    -    -   122 100 - - - 100

Cash and cash 
equivalents 1,482 3 - 80 1,565 1,742 - 5 - 1,747

Total current assets 2,970 1,234 312 752 5,268 3,613 1,112 434 515 5,674
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Appendix no. 7 (€mil.) - AVAILABLE AND DISTRIBUTABLE RESERVES

Nature/Description Amount Possible use
Distributable 

portion

Share capital (*) 2,491

Revenue reserves

Legal reserve 267 B

Extraordinary reserve 391 A,B,C 391

Reserve for actuarial gains/(losses) in equity (61) B

Cash-flow hedge reserve (61) B

Stock-grant reserve 19 B

Reserve for merger and demerger surplus 723 A,B,C 723

Retained earnings and other reserves 1,658 A,B,C 1,511

Total 5,427 2,625

Net profit/(loss) for the period 356 A,B,C 338

Constraint ex Article 2426 paragraph 1 no. 5 Civil Code (1,894)

Total equity 5,783 1,069

(*) Less treasury shares for €mil. 34 and costs for capital increase for €mil. 19. 
Keys:
A: for capital increase
B: for loss coverage
C: for distribution to shareholders

Appendix no. 8 (€mil.) - LIABILITIES BROKEN DOWN BY MATURITY

31 December 2017 31 December 2016

Amounts due Amounts due

from 2nd 
to 5th 

subsequent 
year

beyond 5th 
year

Total from 2nd 
to 5th 

subsequent 
year

beyond 5th 
year

Total

Other non-current liabilities 512 308 820 417 460 877

512 308 820 417 460 877

Loans and borrowings
(non-current)

1,270 1,648 2,918 1,827 1,104 2,931

1,270 1,648 2,918 1,827 1,104 2,931

Total non-current liabilities 1,782 1,956 3,738 2,244 1,564 3,808
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Appendix no. 9 (€mil.) - FOREIGN CURRENCY LIABILITIES

31 December 2017 31 December 2016

In foreign 
currency In euro Total

In foreign 
currency In euro Total

Loans and borrowings (non-current) 324 2,594 2,918 371 2,560 2,931

Non-current loans and borrowings to related parties - - - - - - 

324 2,594 2,918 371 2,560 2,931

Deferred tax assets - 91 91 - 92 92

Other non-current liabilities - 820 820 - 877 877

Total non-current liabilities 324 3,505 3,829 371 3,529 3,900

Loans and borrowings 4 685 689 1 706 707

Related-party loans and borrowings 1,006 663 1,669 1,057 607 1,664

1,010 1,348 2,358 1,058 1,313 2,371

Trade payables 494 1,631 2,125 480 1,473 1,953

Trade payables to related parties 390 290 680 225 388 613

884 1,921 2,805 705 1,861 2,566

Other liabilities 39 1,114 1,153 44 1,250 1,294

Other payables to related parties 111 213 324 148 243 391

150 1,327 1,477 192 1,493 1,685

Income tax payables - 10 10 - 33 33

Total current liabilities 2,044 4,606 6,650 1,955 4,700 6,655
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Appendix no. 10 (€mil.) - LIABILITIES BY GEOGRAPHICAL AREA

31 December 2017 31 December 2016

Italy Rest of 
Europe

North 
America

Rest 
of the 
world

Total Italy Rest of 
Europe

North 
America

Rest 
of the 
world

Total

   

Loans and 
borrowings
(non-current) 2,733 185 - - 2,918 2,699 232 - - 2,931

2,733 185 - - 2,918 2,699 232 - - 2,931

Deferred tax assets 91 91 92 - - - 92

Other non-current 
liabilities 813 7 - - 820 869 8 - - 877

Total non-current 
liabilities 3,637 192 - - 3,829 3,660 240 - - 3,900

Loans and 
borrowings 641 48 - - 689 658 49

- 
- 707

Related-party loans 
and borrowings 105 1,564 - - 1,669 148 1,516

- 
- 1,664

746 1,612 - - 2,358 806 1,565 - - 2,371

Trade payables 1,285 364 259 217 2,125 1,350 263 266 74 1,953

Trade payables to 
related parties 178 262 217 23 680 209 135 251 18 613

1,463 626 476 240 2,805 1,559 398 517 92 2,566

Other liabilities 999 80 9 65 1,153 1,153 77 15 49 1,294

Other payables to 
related parties 206 118 - - 324 243 148 - - 391

1,205 198 9 65 1,477 1,396 225 15 49 1,685

Income tax payables 10 - - - 10 33 - - - 33

Total current 
liabilities 3,424 2,436 485 305 6,650 3,794 2,188 532 141 6,655

For the Board of Directors
The Chairman
(Giovanni De Gennaro)



SEPARATE FINANCIAL STATEMENTS AT 31 DECEMBER 2017

272

STATEMENT ON THE SEPARATE FINANCIAL STATEMENTS PURSUANT TO 
ARTICLE 154-BIS, PARAGRAPH 5 OF LEGISLATIVE DECREE 58/1998 AS 
AMENDED

1. The undersigned Alessandro Profumo as the Chief Executive Officer and Alessandra Genco 
as the Officer in charge of financial reporting for Leonardo SpA certify, in accordance with 
Article 154-bis, paragraphs 3 and 4 of Legislative Decree 58 of 24 February 1998:

• the appropriateness of the financial statements with regard to the nature of the 
business and

• the effective application of administrative and accounting procedures in preparing the 
separate financial statements at 31 December 2017. 

2. In this respect it is noted that no significant matters arose. 

3. It is also certified that:

3.1 the separate financial statements:
• were prepared in accordance with International Financial Reporting Standards 

endorsed by the European Community pursuant to Regulation EC 1606/2002 of 
the European Parliament and of the Council of 19 July 2002;

• correspond to the entries in the books and accounting records;
• were prepared in accordance with Article 154-ter of the aforesaid Legislative 

Decree 58/1998 and subsequent amendments and integrations and they provide 
a true and fair view of the financial position and results of operations of the issuer;

3.2 the Report on Operations includes a reliable analysis of the performance and the 
operating result, as well as the position of the issuer, together with a description of 
the main risks and uncertainties it is exposed to.

This statement also is made pursuant to and for the purposes of Article 154-bis, paragraph 
2, of Legislative Decree 58 of 24 February 1998. 

Rome, 14 March 2018

Chief Executive Officer  
(Alessandro Profumo)

Officer in charge of financial reporting 
(Alessandra Genco)
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Independent auditors' report pursuant to article 14 of 
legislative decree no. 39 of 27 January 2010 and article 10 
of Regulation (EU) no. 537 of 16 Aprii 2014 

Ta tfIfJ sharoholders of 
LOOfI8rdo S.p.a. 

Report on the audit of the separate financial statements 

Oplnion 

We llave audited the separate ftnanelal stalements of Leonardo S.p .a. (the 
'company' ), whlch comprise!ha stalement cf financlal posillon as al 31 Oecember 
2017. the separate Incarna stalement and the stalements 01 other comPfehensille 
Income. changes in equity end cash lIows foto lhe yesr!han ended end notes thefeto, 
whlch inclUde a summary 01 Ihe signiflC<lnl accounllng poIicies. 

In our opInlon, the separate Mancial statements gille a true and I.ir v\ew al the 
financial posi!iOn Leon~ S.p.a. as at 31 DeGembef 2017 and 01 ils f1nancial 
per10rmance and cash fuws !or Ihe year then ended In accordanee wilh !ha 
Intemational Financial Reportlng Standards endor5ed by the European Unian and!he 
Itelien regulations Implemerrtlng article 9 al legislative decree no. 38105. 

BIII$/s for opinion 

We conducted our aud~ in accorllancewith IntefOational Standarlls on Auditing (lSA 
Italia). Our responsibllitles under those standarlls are furthar described in the 
• Audjtors' r8sponSjbilifies !or!ha eudil of Ihe separata fimmcial stetemenls" sedian 01 
our repon. We are independent olll!()(lardo S.p .e. in accordanee with !ha elhcs and 
independence rutes and standarlls applicable In ltaly lo audi!s of /inancial sta\emenls. 
We betieve thallhe audrt ev,dence we have obtained is sufflcienl and appropriale lo 
pnwide a basls !or our opinion. 

Key audit matters 

Key audrt matters are those matter.; ItIal, In our professional judgemen~ W&l"e 01 most 
signi!icance in /he audrt 01 the separale financial sla\emenls of the currenl year These 
matters were addressed In the context of OlIr aud~ cf the separate linancial 
statements ii!; a wI1ole. and in forming OUf opinion !hereon, and we do noi previde a 
separate opinion on lhese matters 

- . 
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L.eorIMdo S,p. .. _ ...... -
3lo.c.mber;Nll 

Recovnltlon of eonll1lel tevenue Ind lossea 

Notes 10 !he sepllfBta finsnci8J slalements: lIOlas II 3 • Accounling principles', n, 13 
"Contntct WOf1f In progr8S$ and progress payman/s end IK1vBIlUS from customers" 
end n 26 "R,venue" 

I<ly ludit mIItter 

A algròfieant portion 01 Ihe c:ompeny'. 
11I~ fn;,m ~1I'UetIOn conInIc:b Is 
reeognised uPIg Ihe peiçetUge cf 
eompIelion method lNued 011 the cost-Io-oosI ..-. 
Eltlmatirlg the lotel expeded conInId. co&ta, 
which il necnu.ry IO "lcul.te Ille .~ cf 
compIetion, il, by 1b very ,.1 .. 1, c:omplex." 
.Iso enl8ils 8 hlfl deQree of uncertalnly h R 
mey IMI eft'ected by meny f«:torI. indo.Id!ng 
Ihe produd.' deli9n compIe)city.nd the 
IbUity lo duI)' meet the tedIrWeaI 
lpeeII\QIIions 01 its cuslOmers end Ihe 
worklng lime conInIdualy egrHd,~, 

Ifl)" flIilure lo comply with Ihe eonuaetual 
pI'OYisOns • • uch h . for _pie, \hO" 
relaq kl ddYwy~. a-!d prodUCU' and 
aeMca' compliance wIth Ihe cu.lDmerI· 
specifIc r8quests, tnly give rise lo meleri8l 
penaIties and ""'8-<:011' W'hidI.hIII be 
(:OII.idtnd in IStimlling totaI eon\I1ICI COlta. 

Thsreror.. \his ISlimete requ"" a high 
degfM cf judgemenl by ~. whlch may 
algnifieanlly .lrect the recognltiotl 01 COtllfaet 
revenue ar'Id tou .... 
Aecordingty. we beIIeve thal \ha recognltion 
of conl/llCl fW'enU8: .nel Io_I ia • kay aud~ 
mane.-

Audlt proceduteS add ..... l!'Ii the kWf 
ludlt mett., 

Our .U<frt proeedural inc!ud&d: 
_ updBIlng QUI' und..-5twlding of Ihe 

JII'OC8'I /or !ha recognltion of conInICI 
revenue ..-Id lo.",; 

_ IN8SUrlg Ihe daIIgn, mpllmenwtion 
and Gpelllting effec6Y&MS1 of the 
eonuo!. daemed rMlerial /or the 
purpollS af aur audit; 

Iof I .. mpIe 01 eonlrlldl deemId 
tnllerial !or tt. pu'pOII" 01 llU' audil: 

IJ<IImln1ng the conlracts .9*1 wllh 
lhI ClAIOm .... in arder lo chedI 
whe!her lheir maìrl ptOIIislons ha<! 
been duIy eonlldeted In 
~ment "limaI"; 
.. _Ing lha .$SI.lmptionl 
u~ the IItmatod fXWltI'8CI 
costa balled 011 ~) discuulons with 
1M relev8ntlnlemal depertmentl 
and (i) any communQ!ion. wlth 
CU$tomIrs; 

anelyIIng the ITIOII ~nt 
diserepanc:le. beIween pIII yHI$' 
estimate. and adualligures. In 
ordlf lo .... 1I1he 8CCUf8CY oIlhe 
fore<:attini procell; 

agreeing lha COlta inçl,Jl'lld tIUriog 
tIMI year and lheir elloe:8Iion IO 
contracl WOItc in prog'IU, 
!or Qe<llin IyPel ot ptOduetIon. 
obl8inlng evId8rIee al Ihe physicel 
.tage cf c:ompletion Ihrough a 
phy..cll COI.rII; 

IIMulng !Ile IICCUIXY ot!hl 
calculll~on of lha pen;en18g1 01 
complelion and Ihe related 
recognitiorl cf conlrlICI ,evenue aod 
axl*ted IoIMI, ti ... y; 

UIU'1nS!1he aPPfopriatenni. of 
lhe preMOÙlbOn aod adequacy of 
d~ures In 1M s.ep8(8le IINIneial 
stalamenl. in ccnneclion wiIh 
tonl/llCl revenuH and Ioasea. 
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L_S.p. .. . ~.""',.--.~ 
II D : 1t1t7 

Recoverablllty of equlty Inv"'mtInts Ind goodwitl 

Notes /o /heSflpa"'. finaflCltllsletamenls: noIes n. J "AecounMQ prfncIples". n. 8 
"Intengible 8SSeI~" end n. 10 "Equity /nVflslmflnls" 

The ....".",retlnardalItaI_11al 31 
Oe<*,be 2011inc1ude lQIjty~tmenIs 
of V,345 ....... ..-.d goootd 01 U07 --The di ....... _red,.,. ,...r....:l CoIfI)'tng 
...- cf It-. c.ah-~. "8IIo"1I"IÌtI (CGU) 
1O.....-.:tI equily ~II ..-.d ",..-tI 
,elarelar ......... , h .... IlO idlnlily 
ponlllllln$llb"" ___ in rMptICI cf 
COO .............. amaunI. $uçh 
n!C:IMIrabIoo .mounI1i blIoed 011 lf1IhIII In ..... 
IIIalIi ~ pteMtII ... -'ue 01 ~ Mln 
expeded CoI,h lIows (dilcou_ c:-'" lIows 
....." 
Thll mdIod Il ct.r.C1er11ed by • ~igtI 
degree of compIexity ltId. Ihe u .. of 
•• 1imeIu whlch .... bl'1heI ..... '1 I"II1lI ... 
uno:enaIn end .ub~. itbatrt; 

tt.. ~ CoIa/!"""". -.nIned 011 
11>1 baio DI tt.. ~ ittId _ 
\rendI$. Ihe __ euh lIows !or fii; _ 

Iew,.... If>cIlhe prqec:red ~ 
ralel; 
Ihe q,uto .-ad IO di,. _ ..... 
~"'Ie. 

The 2018-22 t.a... ~ (Ile )1""1 111M 
,.,. ~'. dIteC1Of1I11lP'\Md 011 30 
J~ 2018 which ilthI bMIa b" tt.....tI 
lIow es~ 11Il0l onIy.1fKled by 11>1 
LUICf/flainti .. Inhetent In 1orIcII~. buI Il.., 
by 11>1 6~ndng prOlI .......... of 
govemrnlll'll.1OO pubfic Ig.nell •. """"" .... 
• ubjec:t 10~. ch"'ll" wtoen \OIIOtk Il in 
progrus or ClroeekUOII • . 

For tIW lbow """"'1, " ~ tha11h, 
re<:oYeI"IbIIìI cf ~ ..-....- end 
goodwiII •• kIy 1Udit_ 

... udlt PfOC8d_ add"'I'''II1he qy 
_lImlner 

OUl" aud/I. pr~. ine .... '.':!; 
~"II ow WIdIrsIand,"II DI tt.. 
impMme,. .oti"'ll prOOIIkn............., 
b)'thI paroonr. boItd cf dio_I"" 2fI 
Fet:wuI'Y 2018: 

upda!ing ... ~oIlhe 
prooen .-ad IO drIft .... pier>: 

a..1Ienging thIo crtIIoria 1.-110 lotonIift 
thI CGU nlrld"llthl _ cf N 
CGU ,II1II end htHIiI>I.lIO .......... \IInI 
Clrrying emaunbo in !hl ~, 
I\nanc;.j 1I\a1OmefII': 
COIT1IIrInr,i lhIo calli ~ow.l.-llor 
fmpa,nnenllelllng IO 11>1 o;;pII!IowI 
inch,lded in ll\e pIen: 

enalyai"ll1lll "",'" ....... pIòana .-by 
lhe direçIono in "'.fIIncI" .. !or 
"'''''-es.: 
~ thI _I ligrullclnt 
~beIw •• n.,..~1n 
thI ,,",~·,...1rId -.al tIgu:ft. 
in order IO ,_ 1M lCCUIaty 0I1M 
IorIlClS1ing .,.-oceaa: 
inYoIving ... own .1* ,-I.' 110 ___ 
!hl rusonoobIIMM 01 .... iMpIO'''''. 
_..-.dIWlnad~,~ 
by~~cIloren 
irl1ormII6on: 
...... ing 1M ..... "liYiIy lne/yIf. 
IrcJuded In Ihe __ IO lhIo consoid ... 
llnanclal .rel..",,,", wttn ~Cot IO 
lhfI key IlsumptiaM uHld In 1ht 
impainnan11est; 
_ .. inglhll~_oflhe 
preuntaIion _ ~ueçy DI 

G$do&ur .. In Ih, M"I*I'I" hnQII 
llelemlllltlln coo.IIC1ioo ...... 1qUity 

--.goc>IM'-~ -
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l--.x.S.p. .. 
~.Id'IIlR'~ 

'1 DI<»mbooi 2017 

Recognltion and mel.urem..." of non-r&Curring collta Ind development costa 

Notes lo /11& separa/ti financial.s/atetnéll/s: nol&S n. 3 "Accoon/ing prfncipJfJs" 8nd n. 8 
"Intangible asse/s" 

As It 31 o--nbet 2017 the ~ny III. 
rlllXJl1llaed non-r.curring cosls aod 
c1av.lopment costs relatlng lo thI dftign, 
I)'OtotypO-.g. ltan-up lI'd technical and 
lundiolllll 5pecibtion Idjullnler1b cl~. 
products rotaI!lng '1 ,894 mllion lA'ldef 
intlngible .. ~. 

The iniliel f~nition end klbMq!Jent 
me ..... ernenI cf their f8OO'\IIf.bility thtoUDh 
Impt.lrment test requirn complex .. limai .. 
with • lIigll degree cf uncefIIinty, sInc8 Ihey 
ere .fIec!ed by IT\IIIny tactor.. induding the 
Ilorizon cf IN produC:t bu'''''1 p/InI .nd 
maraegemenr. lbility lo Iorecast the 
comrnereiI1 klCCMS CII new teo:::twIoIogies. 
AccordingIy. lIwse l.till1ltas requ!re. 
a1gl"lit"aont leY8I cf)udgernent by difldGra. 

For ltIe Ibo .... 1'8l10I'II. _ ~!hal the 
re<:ogru\ion .nel ."..klrement of non
rlCUlTlng COlli and dllielopmenl cosll 1/8 e 
~ey audit maller 

Audll procedUI'H .ddr .... lng 11'1. kay 
.udil matblr 

Our .udil procedure. included: 

- updatingour I.ftdeI'IIIndlng oIltIe 
proons !or the lnitial ..-.coQnhion 
Ind m18l1U"lment CII 
raeoverebllity cf d~ lIlCI 
non.rec:umng costi: 

- llseHing the design. 
Impierr* ,l8tion Ind ~ 
l!I"edI_. gf the oontroll 
de.ned materi., fot the putpCl$l' 
gl OlIr.u<It 

- 11)( ••• mpIe cf deYeIopment 
PRljects deeIn&d l1\I1eri1l101" the 
FUJlQ_ cf QUI' .udlt 

- l~iN'Iu 11'1. ITIUI in\e1Tllll.nd 
IJ<tema1 c:oIts recognlsed during 
the YNr 011 the basll , ., ....... CII 
inqulries of the rellYanl intemIIl 
<I&pIftmenI •• nd doa.moem.y 
evIdence pmvIdecl by m.""gement: 
chalenglng the reasonabllne$S of 
the lUumplions undell)oing Ihe 
produeI boairleu pIIn5: 

InvoMng our own .pedalilllio 
ISsali the fll.onabIenes. of tM 
ImPllirment le,t.neI raI8led 
.uumpticlns, Induding by 
COmpllring utemal dalllind 
inforrrlltlon: 

- ..... airl\l the eppropriaten ... CII 
the presentabon enel adeq.lllCy cf 
dieI:bsotes in Ihl siparate 
~lIIlIllImenta in 
c<u.ctkH, wlth IK)I\.llIQIrMg 

costa Ind developmenl COSti.. 

Responsiblffties ofthe dfrectors and boarr:J of St8tutOty lJudltors ("Collegio 
SincIBc8Ie") or Leonardo S.p.a. for the separa,e finanelal .s'lJfemlJflts 

The direc10a Ife responsible for the preparation of separate financial !olalement5 tha! 
glve 8 lrue aoo fair view in accordance with the lnlemllional Flnanciar Reporllng 
Standards eooorsed by the European UnlOl"l and th8 Italian feguliiotionl impJementing 
albCle 9 of Legislative decfee no 38105 and. In accordance with the ltalian law, for 
such internai controI as they de!8nnn is nece55a1Y lo enabla the preparalion of 
flOllnctal.tatements Illat are free from matenal mintaternent, whether due 10 fraud or 
etl'lx. 
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L_S.p." 
kldepettdenler.d!orl· ropM 
II Ow< .. _ 2011 

Tt>e dilectors aie responsible /or aS&eSsing thecompan(s ability IO continue as a 
going concem and /or!he appropriale use 01 the going concern basis In Ihe 
p!eparation althe separate /inancial statemenls and ror Ihe adequaey ot lhe letated 
disclosures. ThII use of this basis 01 aecounting is appropriate unless the directors 
betieve lhilt!ha conditions /or liquidating!he company or ceasing operations exist. or 
have no lealislic alternative but lo do so. 

The Collegio Sindacale is responsible !or overseelng, in accordance wiIh the ltalian 
law. !he company's financial reporting processo 

Audi/ors' responslbilities for the audit ofthe separate financial stataments 

QuI objectives are IO oblain reasonable aS$ulance abouI whethel Ihe separate 
financial stalements as a whote are free from material misstatement whethefdue IO 
fraud 01 error. and lo I$sue an aud~ors' Jej)Ort !hai lneludes OUI oplnion. Reasooable 
assurante is a high I_I of assuranee, but 15 not a guarantee Ihal an audilconducted 
In accordance with ISA Italia wl" alwaya detecl a material m~tatemenlwhen ~ exisls. 
Misstatemenls can arise !rom fraud or etTOt and are consideled materiat if, individuaJty 
or in the aggre~e, they cook! reasonab/y be expected lo influence!he economie 
decisions ot users taken on!he basis ot these separate financlal stalemenls. 

A5 part ot an aud~ in a.ccordance with ISA Italia, we exercise professionaljudgament 
and maintain professional scepticism Ihroughout lhe audit We also: 

ldentify and assess !Ile I1sks of malefial misstalemenl 01 Ihe separate frnancial 
statements, whether due lo fraud or errar, design and perfonn audil procetlures 
responsive lo tnose risks. and obtain audil evidente thal is sufficient and 
appropriate lo provide a basis /or ouropinion. The ri$kof not detecting a material 
misstalement resulOOg!rom fraud is higher!han forone resuHing lrom M'OI, as 
lraud may involve co/Iusion, forgery, intentlonal omlssions, misrepresentations, or 
the override cf internai contro!; 

obtain an understanding 01 intemal control ~evant IO the aud~ in arder lo design 
aud~ procedures \hat are appropriale In the elrcumstances, but noi for!he purpose 
al eXp!esstng an opinion on!lle effectiveness of Ihe company's internai contro!; 

evaluate the approprleteness 01 accounting poticies used and the reasonabteness 
al ae«lUnting estimales and related dlsclosures made by!he directors; 

conclude on the appropriateness of the difectors' use al !he golng concem basis 
al accounting and, based on Ihe audit eyidence obtained, whether a material 
yneertainty exists lelated IO even\$ or conditions !hai may cast signifrcanl doubt on 
the company's abllity lo continye as a going concem, Ilwe concludethat a 
material uncertainty exisll, we are requ1red lo draw atten~on In oyr audilors' report 
lo the retated disc!osyres in the separate financial s!alemen\$ or, Il sueh 
disclosures are inadeqr.oate, lo modify our opinion, Qur concluslons are based on 
the audilevidence obJajned up lo the date ofcur audrtors' report Howeyer, future 
even\$ or cooditioos may cause the company IO cease lo continue as a gong 
concern; 

eyaluate Ihe overa/l presentation, structure and contenI of the separate finanCial 
stalements, inc!uding the disclosures, and whetherlhe separate finaoeial 
stalements represenl the Ynderfying transactions and evenl$ in a rnanner !hai 
achieves fa ir presentation. 
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We communlcate with those charged with governance, Identifled al the appropriate 
level required b~ ISA Italia, reçal'ding, among other matters, the planned scope and 
timlng of the aUdit and slgnilleant aUdit lindlngs, Inc/uding any signlfieant deficieneies 
In Internll conlml !haI we Idlntify during oor 8udil 

We also proovide those ch81ged with governanee with e statement that WfI have 
complied with the ethlcs IIfld independeoce ru!e:s and It:andards epplicable in ItaIy and 
commumeall Wlth Ihem aJllelationshlps and otner ITIIItlelli Ulal ffiIIy reasonably be 
Ihoughl lo bear on oor Inclependence, aod where epplicabla. related safegulrds. 

From tne matters ccmmunicated wrth those charged with governance, we determine 
those matters that were of mo&t significanee In the audit 01 the separate linanclal 
statements 01 the eurr&nl: year and are. therefore, Ihe key audi! mattef"S. We describe 
these matters in our auditors' repart. 

Othef Informllt/on requlred by aftlc/e 10 of Regu/ation (EU) no. 537114 

On 16 May 2012, the eompany's 5hafeholders eogaged usto perform Ihe statutory 
audlt cf rts separate and consolidateci mancial statements as al and far the years 
endu'lg from 31 Oeeember 2012 lo 31 December 2020 

We daclare that Ihe Pfol'libi!ed non-audi! servlces referred IO in artiele 5.1 of 
Regulation (EU) no. 537/14 wete noI provIded and !haI we remained independenl of 
tlle company in conducllllg the ltatutory audit 

We contirm IMI the oplOÌoll on the sepasale tinancial statements eXpI"essed herein is 
consÌ5tenl with the additional report lo the Collegio Sindaca/e, in its eapacity as aUdil. 
comrnittee, preparttd in aa:ordance wittlertJcle 11 of the Regulation menboned abave 

Report on other legai and regulatory requirements 

Oplnlon pursuant to artie/e14.2.a) of Legfs/atlve deefH no. 39110 and article 
12J..b/s.4 of Legislative decree no. 58198 

The d~ectors of Leonardo S p.a. are responsDlelor the Pfepafatlon of!ne campany's 
direetors' report and repori on corporale governanee and ownershlp structurt! al 31 
Oecember 2017 ancl fof the consislency olsuc:n IlIports with me related separate 
financial statements and their compliance wrth the epplicable law 

We have perfomled the procedures reqUiled by Standard on Auditing (SA Italia) 720B 
in order to expreu an opinlon on th. consistency 01 the dllllCtOB' report and the 
specifIe inlormalion presenled in the report on corporale governanee and ownership 
strueture Indicated by articI4I 12J..bts.4 01 Legl5latMl decree no 58198 wllh the 
company', sep<lrete flO8ocialstatements al 31 Oecember 2017 and lheif compliance 
with the applleable law al"ld IO expre$s a statement on any materia! miSstaternents. 

tn our oplniOn, Che ditectors' report and Ihe speciIIC lnformation presented In lhe repon. 
on corporate govemanca ancl ownershlp structure referred lo above are consistenl 
with the separate finandal statements of Leonardo Sp.a. at II Qecembef 2017 and 
have been prepared \n compHance with \he appliCable tsw. 
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Lo--.. s.,.... 
~~.~ 

JI~roI1 

Wlth reference to tha statement required by article t 4.2.e) of Legis!a~Ye decree no. 
39/10, base<! on our knowledge and uoderstanding of tha company aod its 
environment obtained throvgh our audiL we have nothlng to reporl 

Rome, 21 March 2018 

KPMG S.p.A. 

(signed on the originai) 

Renato Na.5Chi 
Director of Audit 
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REPORT OF THE BOARO OF STATUTORV AUOITORS 

TO THE SHAREHOLOERS' MEETING 

PURSUANT TO ART. 153 OF LEGISLATIVE DECREE NO. 58/ 1998 

TO the Shareholders' Meeting ofthe rompdny Leo""rdo S.p.a. 

Registered Office: Piazza Monte Grappd no. 4· QQ195 Rome (ltaly) 

SIl~reholders, 

tlle Board of Statutory Auditors of tlle company Leonardo S.p.a. (Ilereinal'ter also rel"erred 

to as " the Company") hereby submlts Its report pursu~nt to Artide 153 of T.U.F. (Testo 

uniCO della Finanza, Consolldated Law on Flnanclal IntermediatiOn) to report on the actlvity 

perlormed. 

The Board of Statutory AudilOrs was appolnted by the Shareholders' Meet ing on Il May 

2015 ~r>d therefore termin~tes its mar>date with the ne.t Sh~ reholde rs' Meeting to ~pprove 

tlle Financial Statements as at 31 December 2C117. 

In ~CCQrdance wlth Legislative Decree 5811998 and Legl sl~tive Decree 3912010, the 

sUltulOry ~udltlng actMty h~s been entrusted to the auditing company KPMG S.p.A. 

(herelnafter referred to as the "Auditing Flrm"). The task was granted by tlle Shareholders' 

Meeting of 16 May 2012 far the period from 2012 lO 2020. 

Duri ng the financlal year ended on 31 December 2017, tlle Board of Statutory Auditors 

carried out check. ar>d other supervisory activitles in compli~nce with the provisions of the 

I~ws ami regulatlon. In force on the subJect, as well a. the Go",,"mance Code far com pani ... 

IIsted ~t the Itall~n Stock Exch~nge, of the Rules of beh~vlor of the Board of Statutory 

Auditors of the IIsted companles Issued by the Natlonal Board of Chartered ACcountants ar>d 

Accountlng Experts ar>d of the Communlcatlons Issued by CONsoe concemlng tlle company 

checks and the activitles cf the Board of Statutory Auditors. This report Is prepared in 

accordance with tlle ir>ditlltions provided by Consob with OACjRM/97001574 communitlltion 

of 20 Febru~ry 1997 and with DEM/l025564 communic~tlon of 6 Aprii 2001, amer>ded ~r>d 

supplemented by thO' DEM/3021582 commun lcatlon cf 4 Aprii 2003 and OEMj6031329 

communicatlon of 7 Aprii 2006. 

The activitles carrled aut by the Board of Statutory Auditors concemed tlle 20 l 7 f1nanCial 

year, througll regular periodlc meetings whose results have been duly reported In tlle 

~ppropriate mlnutes. 
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TIIe Bo~rtI or Statutory Auditors periodically ~ssessed the ~dequacy Of the org~niz~t ional 

~nd functional structure of the company and its evolutlons thro~h information flows aOO 

contacts wlth the Ind ividuai heads of the var100s Organ lzatlonal Unlts and Departments of 

the Company; relatlons wlth the re$Ources of the Company were Insplred by mutuai 

collaboratlon In respec.1 of the roles aOO areas of subJe<:tlve competer.ce and each corporate 

body Or functlon fulf,lIed the Informatlon obllgatlons requlred by the applicable standartls. 

TIIe Boartl or Statutory Auditors has al$O carried out the self-assessment of the 

indepeOOence of its members, confirmir>g that they meet the relevant requirements 

prescr1bed by the I~w aOO by the Governance Code; no Stlltutory audltor h-IId a vested 

Interest, on hlS/her own account or on account of th lrtl partles, In any transac.1lon 

whatsoever carr1ed out by the Company dur1ng the f1nar.clal year. The Boartl of Statutory 

Auditors has al$O assessed and glven a favorable oplnlon about the IOOependence of the 

members of the Boartl of Olrectors aOO the Auditlr>g Flrm, as specifled below. 

Dur1 r>g 2017, the Bcartl of Statutory Auditors Initl~ted ~ self-assessment process ~imed ~t 

Oilther1ng the oplnlons of the members of the SupeNl$Ory Boartl of Statutory Auditors 

regartllng both the works aOO the composltion of the Bo~rd of Statutory Auditors - tlIk lng 

Into ilccount the entire three-year mandate of the body In charge - al$O In conslderatlon of 

the profound evolutlon of the role of the Board of Statutory Audltors due to the Introduc.110n, 

In re<:ent years, of new supeNlsory tasks assigned by the current standards. 

TIIe outtomes, the ~ssessme nts carrled oot aOO the condusive indications or the 6o~rd of 

Statutory Auditors were discussed Jointly and subsequently collec.1ed in the "Final Self

Assessment Report of the Boartl of Statutory Audltors ". 

With regard to the works of the Boartl of Statutory Auditors, a generai satlsfactlon 

emerged on the methods of worlc Implemented and on the generai contributlon of the 

Statutory Auditors, al$O taklng Into account the new supeNlsory actlvi tles that the law 

~ssigned to the Boartl of Statutory Auditors and the significant corporate evolution that 

characterized the th~-year per10d from 2015 to 2017, with ~ consequent significant 

expilnslon of the operatlr>g perimeter of the Compilny aOO of the func.1 lons aOO 

responslblllties of the same Boartl of Stlltutory Audltors. 

Withln the above-mentloned self-assessment process and pursuant to the new regulatlons 

complylng with Legislative Oec~ no. 25412016 and of the new provisions pursuant to art. 

l2l-bls, paragraph 2, subpara. d-bis) of T.U.F. on the diversity of the Admlnistrative and 

SupeN isory Boartls, the Boartl of Statutory Auditors approved the "Diversity PoIicy of the 

Board of Stiltutory Audltors of Leonardo" on 2l Januilry 2018. Subsequently, the document 

was submltted to the Appolntment, Govern~nce ~nd Sustlllnablllty Commlttee and to the 

Boartl of Dlrectors of the Company, whlch have fully shared and Implemented the related 

contents, whose results have been shown by the Company In the Corporate Governance 

Report. 
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TIIe members or the Bo~rd of Statutory Auditors h~ve compll ed with the accumul~tion of 

offices pursu~nt to ~rt_ 144-terdecies of the lssuers Regul~tion _ 

• • • 
AS part of the aetlvitles and tasks aS.lgned to the Supervlsory Board whlle Implementlng 

the relevant legislation, the Board of Statutory Auditors during 2017: 

a) held seventeen meet lngs, carried out audit. and gathered Informatlon from the 

hu ds of the different corporate furw:tlons, periodically meeting the top posit ions for ~n 

exchange of Informatlon on the performance of the corporate transactlons, thus acqulrlng the 

knowledge necessary to monitor, pursuant to art. 149 or T .U.f., the compll~rw:e wlth the law 

and the deed of Incorporatlon, the compliance wlth the princlples of correct management anei 

the adequacy of the organizMlonal strueture, the internai control system, the administrative

accountlng $Vstem, as weli as the implementat lon of the corporate govemarw:e rules from 

the codes of conduct and the ~dequacy of the InstrucUons glven IO the subsldl~ries, with no 

remarks; 

b) attende<! ali the Ordlnary and Extraordinary Sha,ehelder' meeting.; 

c) attende<! ali the twelve meetings of the held by the Bcard of DlreClers, du,ing whlch 

it was Informed of the worl< dene anei of the maln flnancial anei of the most Important 

ecenomlc, patrimonlal and flnancial transact loM carried out by the Company Md its 

subsldl~ ries, thus obtaln lng ~dequate ~nd tlmely Informatlon on thelr perform~nce ; 

d) ~Itended ~II the seven meetlngs held by the Contro! ami Rlsks Comm/uee and also 

attende<!, through Its membe,s, nlne meetlngs lleld by the Remuneration Committee and the 

slx meetlngs held by Appointment, Govemance and Sustainability Committee, acknowledg lng 

lhal they have aCled In compliance with the prov lslons of Ihe Govemance Code anei ilS own 

regul~tion., a. well a. attended the four meeting. or the Intemational S~narlos Ana/ys/s 

Commlttee seI up by the Comp~ny on ~ voluntary buls. 

TIIe collabo'~t lon with the Control linci RisI< Commlttee has been ,,,,I\ful ~nd effectlve and 

has, among other thlngs, aliowed IO complete the analysls process of the Boa,d of Statutory 

Auditors on risk cont,ol and management, thus aCQulring further Informatlon wlth ,espeet to 

thal obtalned autonomously th,ough the constant contacts wlth the manage, of the Group 

Internai Audi! ~nd the Rlsk Man~ger of the Comp~ny_ 

TIIe Bo~rd or StMutory Auditors, in p~rticul~r, ~cknowledg e. trnot during the meetings ot 

the Control and RisI< Committee, check. we' e calTled out, as establlsi"led by the Co'po'ate 

Govemance Code anei the Commlttee's Rules, regularly p,esented to the Board of Statutory 

Auditors as Commlttee. fo, Internai control ami auditing (pu,suant to Artlcle 19of legislative 

Decree No. 39/2010). In partlcular, the Board of Statutory Auditors monitored the adequacy 

~nd effectiveness or the internai control and risk management $Vstem, with respect to the 

characteri.tics or the comp~ny ancl the ri si< pror,le taken, of the Worl< Pian prepared by the 
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Head of Che Group Internai Audi! Group'S oro~ni2~tion~1 unit. Che ~deQuacv or the resources 

nsigned IO it, as well as its oro~nizational effectiveness arld efficiency. Furtllermore, the 

BolIrd of SUOtutory Audltors ~cknowledged that tlle Control ami Rlsk Commlttee e~pressed 115 

f~vor~ble oplnlon on 13 March 2018 on the ~nnu~1 ~ssessment of the adequ~cy of the 

Internai Control and Rlsk Management System. 

e) AS part of the periodlc meetlngs wlth the Head of the Group Internai Audit 

organl,atlonal unit, Il monitored tlle strengtllenlno process In terms of human resOurces 

~ssigned IO the oro~nization~1 unlt aimed at achieving a Qualit~tive level fully ~dapted to the 

slze of the Group ~rld to the v~r1ety ~nd comple~ity of the Issues IO be ~ddressed, especlally 

In terms of control and r1sk m~n~oement, ~Iso followlno the ' One Comp~ny' Mode!. In 2017 

tlle Graup Internai Audit obtalned tlle Quality Certlficatlon, by an Indeperldent thlrd party, 

whlch conciudes Ille oplnlon In terms of "generai compliance" Or "maximum positive 

assessment" envlsaged by tlle InsUtute of Intemal Auditors; 

f) took note of the ~ssignmenl of powers by the Bo~rd of Oirectors IO the new Chief 

Executlve Offlcer, wlth whom It had a meeting In order to oaln knowledoe on the Group'S 

future proS>lects and on tlle oro~nIUltlon~1 and commerciai tr~nsformatlon prooram; 

g) met per10dlcally tlle two Responsible Executlves who took tums In offlce durlng the 

yea.; In IhlS .egard, Ihe 80ard of Stalutory Auditors has Issued 11$ oplnlon pursuanl to Art. 

154-bls of T.U.F. upon tlle appolntment of tlle new ReS>lonslble Executlve currently In offlce; 

h) operated In const~nt connection, in compli~nce with tlle redprocal functions, with the 

Supervisory Bo~rd pursu~nt IO Legislative Oecree no. 23112001. with which it h~d regul~r 

meetlnos; In thls regard, It acknowledoes tlle fUll cooperatlon between the Bo~rd or 5UOtutory 

Auditors arld the Supervlsory Board, as well as tlle timely compliance by the latter with the 

Informatlon obligatlons, with partlcular referente to the Spedlic report that the Supervlsory 

BolIrd makes IO Ille BolIrd of Olrectors; 

I) ~Iso p~rticip~ted with the Chairm~n or the BOlIrd of St~tulory Auditors In the \Wo 

meetinos of tlle Coordination ~nd ConsulUltion Body ter tlle Pre vention of corruption, cll~ired 

by the Chalrman of tlle Board of Olrectors and composed of the Cllalrman of tlle Contro! aod 

Rlsks Comm/ttee, the Ch~lrman of the 5upervlsory Board and the Ch~lrm~n of the BolIrd of 

Statutory Auditors; 

J) in tlle performance of its duties, il promoted meetlnos aimed al obtainino ali useful 

Informatlon regardlno tlle maln judlclallnitlat ives Involvlno Ille Company and tlle maln Graup 

comp~nies, thus monitoring Cheir performance durlng the financi~1 year; 

k) met perlodlCillly the representatlves of tlle appolnted Audltino Flrm, wh lch showed 

tlle Bo~rd of St~tutory AudllOrs tlle revlew str~tegy, the are~s of ~ttentlon, the cllecks 

performed and the related outcomes, as well as the essentlal Issues encountered whlle 

Cilrryino oul the activit'(, also in relatlon IO tlle pravlsions of Art. 19 of Legislative Oecree no. 

39/20 10 arld Art. 11 of EU Regulatlon no. 537/2014. 



REPORT ON OPERATIONS AT 31 DECEMBER 2017

288

With regard to the supervisory activity on the independence Of the Auditing Firm, the 

60lIrd of Statutory Auditors monitored the compliance with the procedure and the leonardo's 

Direttive 10r Che ~sslgnm ent of tasks to the Group Auditing Flrm, whlch e nvls~ges speclflc 

In1ormatlon and ~uthorizatlon flows and methods for gr~ntlng tllese tasks ~Imed at allowlng 

thl! Board of Statutory Auditors adequatelv perlormlng 11$ above·mentloned supervlsory 

activity. 

The exchange of Informallon wlth the Auditor was also constant for the purjXIses of the 

fulfillment by the 60l1rd of Statutory Auditors cf the fur>etlons assigr>ed to it as the 

Commlttee for Internai Control and Auditing, pursuant to Art. 19 of legislative Deaee no. 

39/2010, as amended by l egislative Decree no. 135/2016. 

From the seI of Informatlon flows Implemented, no rejXIrts of Crltlcality Or anomalles 

emerged that could affect the opinlons expressed on Ihe financial statements and the 

consolidateci finar>elal stalements of the Company. The Auditing Firm released the reports 

pursuanl to Art. 14 of l egislative Decree no. 39 of 27 January 2010 and Art. l O and Art. 11 

of the EU Regul~tlon no. 537/2014; the ~forementloned reports show thllt there are no 

findlngs or reCillis of In form~tlon, nor statements Issued pursuant to subparas. e) and f) of 

Art. l 'I , second paragraph of legislative Decree no. 39/2010; 

/) verlfied the full observance of the obligatlons regardlng Informatlon regulated, 

privileged or requlred by the Supervisory Aulhorities; 

m) verifled that the In1ormatlon ftows between the Parent Company and the other Group 

companles took piace In a tlmely manr>er and thal Ihe Instnlttions glven to Ihe subsldlaries, 

pursu~nl to Art. 114, para!lr~ph 2, ofT.U.F., are adequale. 

n) Wilh referer>ee to the provlslons set (orth In Artldes 15 and subsequent ones of 

the Markets Regulatlon (as last amended by Consob Resolutlon NO. 20249 cf 28 

December 2017), in relation to tlle subsidiaries established and governed by the 

laws of non·EU countrles, adequate Informal lon was provlded to Ihe 60lIrd of 

Statutory Audltors by tlle Group !nrerru>1 Audi! on 9 March 2018, also broughl to 

Ihe attenllon of the Rlsk Control Commlttee, from whlCh It emerged, for 

companles that are slgnlflcanl In accordar>ee wlth the Criterla set by the Issuers' 

Regulallons, Ihe exlstence of an admlnlslralive·accountlng system that presldes 

over the preparation of tlle Finar>eial Reporting, suitable and substanlially 

adequale to the requirements pursuanl to Art. 15. Il is therefore nOI necessary 

to prepare a speclflc adJustment pian; 

o) The Report on Corporale Governance and Ownershlp StnJctures contalns ali the 

Informallon requlred by Art. 123 biS of T.U .F. as well as other Informatlon prOvlded In 

compliance with Ihe Slandards governing Ihe Issuers lisled on regulated markets; 

p) Tile 60lIrd of Stalutory Aud itors . as regards Ihe administralive accounting sySlem 

and its suitability IO correctly represenl management events . took the necessary 
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information to confirm that in the cUmint financia l vear the commitment to increase and 

Improll' Ihe adequllCY of th. svstems In pl". oonllnued , In par1lcular, from the perspectlll, 

of th. One Comp.1ny, further aetlons we~ planned to achleve grealer 1'111, 1$ of elfeetlveness 

and e ffici.ncy of Ih. information syotem; 

q) in Ih. sam. way, Ih. Boud of Stelulory Auditors WIIS informecl of th . chllnges in th. 

organlzatlonal .trueture, ollerseelng In any case the compliance with the directl",. and !he 

oorporate procedures as a whole, their updating and their effectill' dissem ination, 

r) maintèlined constant attention to compliance aetivities with periodic meetings with 

lhe funcllons In charge; 

s) malnl;!lnecl the Informallon flows wilh the BoardS of Sl;!lulory Auditors of the 

subsidiaries wilh partieular attenlion lo Ih. optlration of th. oompany activity, Ih. reliability 

of th. internai oontrol syslem and the oompany orgllnization, to the re levanl litigation - as 

required by Art. 151 of T .U.F. - and oompliance wlth internai procedures Issued by t he parent 

oompanv. In particular, the checks were .. imed at aequinng informatiCln and .... aluations on 

the adm lnlstratlon anel oontrol svstems of the subsldlarles: on thes. profiles, the EI~rds 01 

Su.tut<lry Audit<lrs of the Gr<lup oompanles dld noi rep~sent cnllcal Issues worthy <lI 

m. ntion. Ali Ih. Boards of Statutory Auditors inv<llvecl aloo . xp .... ssed a p<>sitiv. opin ion 

regarding the adequllCY of!he organizati<lnal, administrative anel accounting systems <lf the 

res~ve C<lmpanles; no vlolations of procedu re. qualifletl as signlficant, nor gaps Or 

inildequacies of the internai oonlrol svstems emerged; 

f) r.na lly, aetively partio pated in a li the meetings organized by the CompanV or 

lndependenl Olrecttlrs wllhln the '/nductIOl1 W program proposed t() Itle C<lrp<:lrate bod les, In 

oompliantal with Ihe COrp<:lrllt. Gov.man" Code , In ord .. l<l Increue the skllis and 

knowl.dge <lf the SIIctOrs of busi ness in which th. Company optl,ates. 

• • • 

The !klard of Statutory Auditors, also in oompliance with the recommendations of 

OEM/1025564 Resolullon of 6 Aprii 2001, ~ports on the maln SUptlflllsory aetllllties ,arried 

oul durlng 2017 financia l y.ar and up lo dat., nam.ly: 

a) among lhe slgnlficanl ev,nts spe<:lfied by lhe Companv In the Report on Ope"tlons, In 

th. S.parate Financial Stetem.nts and In th. Consolidate<! Financial Sialam.nls anel 

occumld up to date, th.V sh<luld b. n<lte<! th. fc>11<lwing maj<lr economie, financilll and 

equ lty transaction. earrietl out by !he C<lmpanv in the reference finaneial yellr, also 

through subsidiaries: 

- Purchase <lf further shares In the invesfee compi1ny Avio S.p.A.: on 31 March 2017 

Itle clO$lng of Ihe purcha~ trans,etlon took piace, by -Sp"e2-, -~onardo· and -In 

Orti!" (a company h. ld by some Allio manag. rs), of Ih. entire capitai <lI Alllo, wlth 

suboequ. nt merger into Space2 and simultaneous listing of Avio on Ihe MTA 
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m~rI<et/Stllr segment of the IUllilln Stock Exch~nge, Implemented on 10 Aprii 1017. As 

~ result of thls tr~ns~ction ~nd subsequent minor purch~se trllnSllctions, Leon~rdo 

currently holds about 26% of the comp(lny; 

- Bond Issues: on 7 lune 2017 ~s PIIrt of the EMTN progr~m renewed In Aprii 2017, 

Leonardo placed new bonds listed on the Lu xembourg Stock Exchange on the seven

year Euromarl<et for an amount of six hundred million EUR, with Il ~nn ual coupon Of 

I.S%. 

- Acqu/sitlon of Dayllghf Solutlons : on 13 lune 1017 Leon~rdo, through its US 

subsldlllry Leonardo DRS, completed the acqulsltlon of Davllght Solutlons Inc. , a 

leadlng companv In the development of "quantum clIscade technologv" laser products. 

The conS/derllllon was equal to one hundred and Iorty ml/lion USO Ior 100% of the 

Share cllpital. This acqulsition has mllde it possible to expand the DRS after Of 

advlInced solutions to the civil and miliUlry marl<et; 

- Exerclse of file PUf on AnSi/ldo Energli/: In luly 2017 leOMrdO exerclsed the put 

optlon on 1S% of the Invesl:ment In Ansaldo Energia, a reoldual portlon lleld by the 

Group as pllrt of the SIIle to Deposlts and Loans f und (CasSII DepoS/tl e Prestiti) 

completed In 1013. The exerclse of thls optlon made It possible to collee! one hundred 

forty-four million EUR. 

- Revlew of file guldel/nes: on 9 November 1017, the Board of Directors decided to 

revlse the Group GUldelines far tlle 2017 flnancllli yellr; 

- Repu~se i/nd band Issues: In December 2017 leOMrdO lInd Its subsldlllry 

Leonardo US Holding announced and successfullV completed tal<eover blds on the 

marl<et Involvlng additional shares of bond. maturlng In 1039 and 1040 far nominai 

values of USO three hundred mlllion and USO five hundred mlllion Issued bv the 

subsidillry Leonllrdo US Holding lIod gUllrllnteed by leon~rdo S.p. A. The effer ended 

posltlvely with li tCUlI repurchllsed IImount of USD three hundred ml/llon. 

b) Wlth reference to the most slgnlRCllnt trllnSllctlons hllvlng lIn Impllct on the overal! 

operlltlng model of tlle Compllny, It should be noted thllt the ~rd of Directors: 

- on MlIV 16, 2017 grllnted the powers lo Ihe new Chlet Executlve Offlcer; 

- on 28 lune 1017, upon the propoSllI of the new Chlef Executlve Offlcer , approved 

the new organlzatlonal structure, whlch conflrms the dlvlslon Into the seven 

departments, thus overcoming the further division Into sectors; 

- on 11 September 1017 decided to set up two new centrai Slructures to strengthen 

the commercllli commltment lInd customer support, lIS well lIS the process of 

organlzatlonallransformallon of the company . 

[n IhlS context, the Board of Statutory Auditors monltored, In dose coliaboration wllh 

the [ndependent Olrectors (and, In partlcular, wllh the Control and RisI< Commlttee), 
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further Initi~tives ~imed at completing the reinforcement of the One Company 

oro~ni Ultion~ 1 and operational modei. 

The ~ttentlon of the 6o~rd of St~tutory Audltors w~s noted on the completlon of the 

new Group Oroan lzatlon~1 ~nd Oper~tlng Model, launched In 20115 wlth the tr~nslt lon 

from a plurality of autooomous legai entltles to a dlvlSlonal ar.d unltary and, at the 

same t lme, decentralized st""ture for the purposes of greater accountabllity declslon

maklng and operatlonal centers. 

This evolut ion, which resulted in ~ radic~1 ch~nge in the nature of the company from 

hoidlng to operatlng company, conftrmed the new and gre~ter responslbllltl es of the 

6o~rd of St~tutory Audltors, c~lIed to meet, In rotat lon ~nd on ~ regular basls, the 

leaders of the Company ar.d 11$ departments, belng so promptly Informed about the 

evolutlon of the process and the Issulno of the necessary dlrectives for an adaptatlon 

of the oroan lzational, procedural and reoulatory st""ture. 

There 15 ~ need to continue to oversee the process of Integ r~ting the comp~ny so as to 

enable It to operate Increaslngly effectlvely on the marl<ets and, at t he ""me time, 

ensu r1 ng the correct m~n~gement of corpor~te r1sks ~r.d the oper~tlon of ~ppropr1ate 

governance, control and oompliance mechanisms, wlth partlcular regard to lnformation 

Technolcgy. 

For Internatlonal and national companles nOI Included In the divlslonal process, tlle 

Board of St~tutory Auditors continued to monitor the management ~nd coordin~tlon of 

the rol e of p~rent comp~ny and of joint venture partners. In particular for intem~t ional 

companles, tlle supervlslon of the 60ard of Statutory Audltors developed wlth the 

collaboratlon of the Group Internai Audit organlzatlona l unlt . 

On the baSIS of the Informatlon provlded by the company and of the data acqu lred In 

relation to tlle aforementloned transaet lons, the Board of Statutory Auditors 

ascertained Its compl i~nce with the I ~w, the dee<! of incorporation ar.d the pr1nciples of 

correet m~nagement, thus ma~ing sure th~t they were not manifestly imprudent or 

r lsky, nor In contrast wlth the resolutlons passed by the Shareholders· Meeting or such 

as to compromi se the Company·s tlnanc lal Integrtty. furthermore, on the basls of the 

Informatlon thus taken by the Board of 5tatutory Auditors, these resoIut lons and 

transaet lons do nOI hlglllight any potential contliets of Interest with the Company. 

cl The Bo~rd of Statutory Auditors did not recogn ize any atypic~1 and/or unusu~1 

transadlons that, due to thel r slgnWlcance or relevance, the nature of the 

coonterpartles, the subject of the transaetlon and the modes to determ lne the transler 

pr1 ce and tlm lng of the event may glve r ise to doubts regardlng the 

correetnesS/completeness of the information on the balance sheet, the contlict of 

Interest, the saleguarding of corporate assets, the protectlon of mlnorlty shareholders. 
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d) The eo"rd of St"tutory Auditors examined the Report of the Aud iting Firm Issued 

pursu"nt to Art. 14 of le9lsl~tlve Deeree 3912010 and of Art. 10 of EU Reg. 537/2014 

of 21 M"n;h 2018, wlth whleh It Is eertlfled that: 

- the separate fln..nd,,1 statements of the Company aoo the consolidated flnanel,,1 

statements of the Group as " t 31 December 2017 provlde a true and correet 

represent"tion cf the b<l1"nce sheet "s "t 31 Oecember 2017, of the economie result 

ar.d eash flc>ws for the flnar.c:lal Y"ar er.ded on that date In accordance wlth 

Intematlonal Flnanclal Reportlng Standards Implemente<! by the European Unlon; 

- the Report on Dperatlons and some SpeClfoc Informatlon contalned In the Report on 

Corporate Governar.c:e and Dwr>ershlp Structures Indicated in Art. l23-bis, paragraph 

4 of Legislative Deeree 58/1998, are consistent and eomply with the separate flnaneial 

statements of the Comp"ny and wlth the con50lId"ted fI"IIncl,,1 statements cf the 

Group and drawn up In compliance wlth the Law; 

- the oplnlon on the separate flnanclal .tatements "nd on the consolidate<! flnar.c:lal 

statements expressed In the aforementloned Reports 15 In line wlth that reported In the 

Addltlonal Report prepared pursuant to Art. Il of EU Reg. 537/2014. 

e) The Board cf Statuto!)' Audltors dld not flnd "ny omlsslons or reprehenslble f"ets. 

fl The Board of Statutory Auditors as"""sed, In appllcatlon of Its Internai procedure, the 

complalnts submltted, pursuant to Art. 2408 of the ltallan Civll Code, by a 

sharellolder, deemlng them unfounded; no complalnts were flled pursuant to Art. 2409 

ofthe ltali"n Civil Code "nd Art_ 152 of T_U _F_; 

g) The Board of Statuto!), Audltors expressed Its oplnlon In ali cases provlded for by law 

aoo, in particular, on the correet application cf the crlterla for assessino the 

independence of Directors, the "ppointment of the new m"nager in charge, the 

remuner"tion of the Chairm"n of the eo"rd cf Directors and the Chief Executive 

Officer, to the varlable Incentl"", asslgne<! to the Head of the Internai Audlt GrOllp. 

h) The 80"rd of St<>tutory Audltors verifled the metllods of concrete Implementatlon of 

tlle corporale governance rules, provlded for by the Corporate Governance Code for 

companles IIsted In the ltallan Stock Exchange whlch the company has adhered to, 

also with reference to their adaptatlon to the provislons introduce<! following the lasl 

revision of Ihe Code_ 
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The Bo~rd Of St~tutory Aud itors also supervised the corporate documents and inform~tion 

on the market, in particular: 

;,) found th~t the Report on Operations /or the 2017 fln~ndal ye~r cont~lns ~dequate 

I nform~tlon on trans~ctlons wlth rel~ted partles ~nd verlfled, pursuant to Art. 4, slxth 

paragraph, of the Regulatlon approved by CONsoe wlth Resolutlon 17221 of 12 Mareh 

2010 a!'ld subsequent amendments, the compliance of the ·Proadure!or Transactjons 

wjrh Re/ated Parties· Implemented by the Company, to the princlples set forth In the 

s~me Regulatlon, aS well U full compliance with this procedure on the occasion cf the 

Individuai tr~ns~ctlons wlth rel~ted p~rtles carrled out durl ng the RMnd~1 ye~r; 

b) monltored the communlaoUons to the marl<et, thus supervlslng the adjustment of the 

related procedures; 

c) In compliance with the recommendations of the jolnt eank of ltaly-CONSOe-ISVAP 

document no. 4 of 3 Mareh 2010, the Board of Statutory Auditors ackoowledges that 

the Impalrment Test procedure govem ed by lAS 36 received the favor~ble opinlon of 

the Control and Rlsk Commlttee on 27 february 2018 and was approved by the Board 

of Olrectors on the followlng day. 

d) verlRed that the Company has fulfiUed Its obligatlons u!'lder Legislative Decree 

254/2016 a!'ld that, In partiCular, It has drafted the Consolidated Statement of a non

financlal nature - prepared a!'ld approved by the eoard of Oirectors - In compliance 

with the provisions to Art. 3 ~nd Art. 4 of the same decree; 

e) the ~foreme ntioned Statement w~s accomp~nied by the report of the Auditing f irm 

pursuant to Art. 3, paragr~ph l O of Leg ls l~tlve Decree 254/2016, whlch cert lfled the 

faet that the Olrectors made the declaratlon of a non-Rnanclal nature, In a separate 

form from the Report on Operatlons through the 2017 sustalnablllty a!'ld Innovatlon 

report, as well as by virtue of a speclaUy appo lnted task; In thls context, the Auditing 

Firm released a Umited Assurance certificat ion, without ~ny import~nce, regarding the 

compliance of the Information provided in the Non-Fin~ncial St~tement, with respect to 

the requlremenls of the aforementioned decree and with respeet to the prlnclp les, 

modes ~nd methods of dr~ftlng, ~s well aS Art. S of the CONSOe Regu l~t lon 

Implemented by Resolutlon of 18 January 2018, 00. 20267. 

f) The Board cf Statutory Auditors took note of the preparation a!'ld approvai by the 

Board cf Dlrectors of the Pollcy contalned In First Sectlon of the Remuneratlon Report, 

prepared pursu~nt to art. 123-ter of T.U.F. ~nd Art. 84-ter of the Issuers Regulatlon, 

whlch the Company wlll submlt lo the non-blndlng vete cf the Sharehelders· Meeting. 

Durl ng the supervlsory actlvity performed by the 80ard of 5tatutory Auditors In 

accordance with the methods descr ibe!l abeve, on the basls of the Information and data 

aCQulred, no facls emerged from whlch to Infer that the law a!'ld the deed of establishment 
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were r>Ot complied with or Justified the reports to the Supervisory Authorlty or the mentlon in 

this report_ 

• • • 
The Board of Statuto!), Auditors carrled out the activltles pursuant to Art. 19 of Legislative 

Deeree no. 39/2010, as amended by legislative Decree no. 135/2016, carrled out pursuant 

to the provlslons of EU Regulation no. 537!201~. In partlcular, the Board: 

-t' examined the contents of the Supplementary Report pursuant IO Art_ 11 cf the EU 

Reg. 537/2014 that will be sent to the Board cf Dlrecters, from the examlnatlen of 

whlch r>O aspe<ts emer<;led that shculd be hlghllghted In thls repcrt; 

-t' venfied that the Auditing Flrm, In relatlon to the non·audlt servlces supplied In faver 

of the company under its control and its subsidiaries In the last three finanelal years, 

complied with the limlts set forth In Art. 4, paragraph 2, cf EU Regulation 537/2014. 

In partlcular, the e""rd ebtalned adequate In fermatlen to be able to menlter the 

""ture cf r>On-audlt servlces; venfied from tlme to !Ime the cnteria set by the 

relevant leglslatlon regardlng the prohlblted servlces referred to In art. 5 cf EU 

Regulatlon no. 537/20 1~ , as well as on the correet appllcation of the Internai 

procedure 10r non-audit servlceS asslgned to the appolnted auditing firm, as well as 

to the entitles belonging to its network, by the company aod its subsidiaries. In 

fulfillment cf the dutles referred IO In Art. 19 cf legislative Deeree 3912010, It 

dedares thal the fees for the aforementlened efflces amount te a total cf EUR 

781,000 and are shcwn, pursuan! to Art. 149-duodecles of the Issuers· Regulatlens, 

In the summa!)' table attaclled IO the Finanelal 5tatements. 

• • • 

On the basls of the a<tlvltles carned out up to date, the Board of Statutory AudilOrs believes 

thal Il can renOunce the terms establlshed by Art. 2~29, of the ltallan Clvl l Code for the 

purpose of drafting and filing its own Report_ 

As regards the result for the 2017 financial year, whlch recorded an eperating profit of 

EUR 356 mlillen, the Board of Dlrectcrs detalled the formatlon of the result and the events 

that generated It In the Report on Operatlons and In the Notes to the ACcounts. 

Consldenng the abeve and for what IS wlthln j!s competence, tlle Board of Statuto!)' 

Auditors, pursuant to Artici .. 153, paragraph 2, cf T.U.F., states \hat there are r>O grounds 

10r impeding the proposal to approve \he finaneial statements 10r the year ended on 31 
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December 2017 or the proposecl alhxation of the relatecl operating profit a5 formulateci by 

the Board of Oirectors_ 

Rome, 21 Man;h 2018 

TliE BOARO DF STATUTORY AUDITORS 

Mr. RlcC/lrdo Raul Bauer (ChIIlrman) 

Mr. Niccolò Abrlanl 

Mr. luigi Corsi 

Mr. Francesco Perrlnl 

Mrs. Daniela Savl 



296

SEPARATE FINANCIAL STATEMENTS AT 31 DECEMBER 2017

INFORMATION PURSUANT TO ARTICLE 149-DUODECIES OF THE ISSUERS’ 
REGULATIONS

 
 
The following statement reports the fees for the year 2017 for auditing and certification 
services and for tax and other services provided by the same auditing firm and entities 
belonging to the auditing firm’s network.

Entity providing the service To
Fees for the year 2017

(€ thousands)

Auditing services KPMG SpA Parent Company 2,240

KPMG SpA Subsidiaries 586

KPMG network Subsidiaries 3,321

Assurance services KPMG SpA Parent Company 230

KPMG SpA Subsidiaries 10

KPMG network Subsidiaries -

Tax consulting services KPMG network Parent Company -

KPMG network Subsidiaries -

KPMG network Subsidiaries -

Other services KPMG SpA Parent Company 525

KPMG SpA Subsidiaries -

KPMG network Subsidiaries 16

Total 6,928
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