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1       HALF-YEAR REPORT 

 
The consolidated financial statements of the Group have been approved by the Board of Directors on September 16, 2019. 
 

Main events 

 

 Decline in Group revenue and recurring EBITDA predominately due to negative impact of 

Covid-19 on customer production rates  

 Rapid and proactive measures taken to curtail operating costs and preserve Group 

liquidity 

 Negative revenue trends to persist in H2 2020, partially offset by operating efficiency 

improvements 

 

 

INCOME STATEMENT 

All of the figures presented in this press release were prepared under IFRS.  

(Limited review - € million) H1 2020 H1 2019 

Revenue         231.9  371.7 

Reported growth  (37.6)% 15.9% 

Growth at constant exchange rates (36.8)% 13.1% 

Recurring EBITDA *        (17.2) 28.1 

Recurring EBITDA * Margin on Revenue  (7.4)% 7.6% 

Recurring Operating Income        (34.0) 10.8 

Recurring Operating Margin on Revenue (14.6)% 2.9% 

Non-recurring items        (34.6) (7.9) 

o/w Assets depreciation (28.2) - 

Operating Income        (68.6) 2.9 

Net Cost of debt          (1.6) (2.7) 

Other financial income/(expense)        (11.7) (5.2) 

Financial result        (13.3) (7.9) 

Income tax        (12.1) (1.0) 

Net Income        (94.0) (5.9) 

Operating free cash flow (5.2) (46.3) 

   

 
* Recurring EBITDA corresponds to recurring operating income before recurring amortization, depreciation and impairment losses. Details 
of non-recurring items are presented in the Group's accounting principles from consolidation financial statements 
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Philip Swash, Group Chief Executive Officer, commented: “Latécoère’s H1 2020 results are consistent with the 

challenges affecting the broader aerospace industry. The Covid-19 crisis has led a number of our key customers to curtail 
aircraft production, which has in turn stunted the “pre-Covid” top-line growth trends we were experiencing in both 
Aerostructure and Interconnected Systems. We expect lower than normal production rates to prevail for the remainder of the 
year, negatively impacting our full year 2020 revenues.” 

“Although we cannot control the exogenous factors impacting our business, we have taken prudent measures since March 
to reduce operating costs and strengthen our liquidity. We have reduced capital expenditures and will continue to take steps 
to ensure our cost base is aligned with our operating environment while preserving our engineering and operational 
strengths. During this difficult period, we have put in place across all our facilities extensive sanitary measures to protect our 
employees’ health. We have also made every effort to stay close to our customers at all times and believe we are well 
positioned to quickly regain the positive momentum we had before the Covid-19 crisis began.” 

 
 
First Half Year 2020 Highlights and Financial Summary 
 
Latécoère’s 2020 half yearly financial results reflect the overall decline in production rates across the aerospace sector. As 
previously indicated, the crisis had a very strong impact on the second quarter with a decline in revenue of (56.8)% at 
constant exchange rates in this quarter alone. Overall in H1 2020, the Group revenue decreased by (37.6)% to € 231.9 
million at constant exchange rates, or (36.8)% on an organic basis with all business segments being impacted. 

Latécoère H1 2020 recurring EBITDA amounted to € (17.2) million, representing a margin of (7.4)%. Latécoère H1 2020 
recurring operating income amounted to € (34) million compared to € 10.8 million in the same period of 2019. 

Latécoère net financial results totalled € (13.3) million in H1 2020 compared to € (7.9) million in H1 2019. Financial results 
include foreign exchange losses for €(9.8) million and cost of debt limited to only €(1.6) million. 

The Group net income totalled € (94) million. The anticipation of a slow recovery in air traffic and the knock on effects on the 
Aerospace industry has led the Group to impair some assets in the Aerostructures branch for €(28.2) million and depreciate 
the remaining deferred tax assets still accounted for in the balance sheet for €(10.1) million. 

As a result of the strong measures taken to mitigate the effects of the crisis on Latécoère liquidity, Operating Free Cash 
Flow over the period was €(5.2) million compared to €(46.3) million a year ago. Net debt remained relatively stable at €(124) 
million including the € 60 million Prêt Garanti Etat loans announced with Q1 2020 results, versus €(115.8) mil lion at the end 
of 2019, with a strong cash position of €44.5 million (vs €33.8 at the end of 2019). 

Adaptation plan 

The Group has taken swift action to mitigate the effects of the Covid-19 crisis, including reducing its overseas workforce by 
35% in 2020. As a result, the Group booked one-time restructuring costs totalling €1.6 million for the period and anticipates 
additional one-time costs in the second half as it completes the restructuring of its operations outside of France.  

Purchasing programs have also been scaled back in line with the subdued activity, decreasing by more than (40)% of raw 
materials, supplies expenses, and sub-contracting expenses. Work-in-progress and inventories have thus stabilized over the 
period at €176.3 million versus €179.8 at the end of 2019. Working Capital has also improved strongly to €176.5 million at 
the end of June versus €208.6 million in December 2019. 

Capital expenditures have been reduced by (60)% to €6.4 million in H1 2020 compared to €16.2 million in H1 2019. 

Despite the crisis, the Group intends to continue to invest in its future and will maintain its R&T efforts in 2020 at a level of 
€5.5 million similar to 2019. The 14% decrease in R&T expenses seen in H1 2020 at €2.5 million compared to H1 2019 
(€2.9 million) is largely due to phasing of expenses on some programs. 
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Aerostructures  

Revenue in Latécoère’s Aerostructures division declined (41.7)% at constant exchange rates, or (42.7)% as reported for the 
first half of 2020. Revenue totalled € 123.5 million compared to € 215.3 million for the same period in 2019, in large part due 
to a €70 million reduction in production rates in the second quarter alone as a result of the temporary stoppage of our 
customers’ production. The year-over-year Aerostructures revenue comparison is also affected by higher production rates in 
Q1 2019 as Latécoère insourced production of primary parts after the default of a supplier. 

Recurring EBITDA in the division was €(9.1) million compared to €16.2 million in H1 2019, with the decline in production 
rates partially offset by a reduction in operating costs in response to Covid-19. 

Aerostructures 
(Limited review - € million) 

H1 2020 H1 2019 

Consolidated Revenue      123.5  215.3 

Growth at constant exchange rates (41.7)% 14.5% 

Inter-segment Revenue        11.1  8.9 

Revenue      134.6  224.2 

Recurring EBITDA*        (9.1) 16.2 

Recurring EBITDA* Margin on Revenue (6.8)% 7.2% 

Recurring Operating Income       (17.7) 8.7 

Recurring Operating Margin on Revenue (13.1)% 3.9% 

 
* Recurring EBITDA corresponds to recurring operating income before recurring amortization, depreciation and impairment losses. Details 
of non-recurring items are presented in the Group's accounting principles from consolidation financial statements 
 

Interconnection Systems 

The Interconnection Systems revenue of €108.5 million represents a (30.2)% decline at constant exchange rates and 
(30.7)% on a reported basis compared to €156.4 million in H1 2019. Consistent with the commercial pressure impacting the 
sector, approximately €35 million of this decline is attributable to production rate declines compounded by the decrease in 
development activity in the Mitsubishi Aircraft SpaceJet M90 program noted in Q1 as well as a decline in Kitting and Service 
activities. 

Recurring EBITDA for Interconnection Systems was € (8.2) million compared to €11.9 million in H1 2019 affected similarly 
by the decline in production rates. 

Due to the health crisis in Mexico and France, the closing of the acquisition of Bombardier Interconnection Systems 
activities has been delayed and is now anticipated to take place in the last quarter of the year. In a depressed environment, 
this acquisition is key to help the Group strengthen and diversify its business development on new platforms and in the 
North American market. 

Interconnection Systems 
(Limited review - € million) 

H1 2020 H1 2019 

Consolidated Revenue      108.5  156.4 

Growth at constant exchange rates (30.2)% 11.3% 

Inter-segment Revenue         0.5  1.0 

Revenue      108.9  157.4 

Recurring EBITDA*        (8.2) 11.9 

Recurring EBITDA * Margin on Revenue (7.5)% 7.5% 

Recurring Operating Income       (16.4) 2.1 

Recurring Operating Margin on Revenue (15.0)% 1.3% 

 

* Recurring EBITDA corresponds to recurring operating income before recurring amortization, depreciation and impairment losses. Details 
of non-recurring items are presented in the Group's accounting principles from consolidation financial statements 
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FY 2020 Outlook 
 
Latécoère does not anticipate an improvement in market conditions during the second half of 2020 as high uncertainty 
remains as to the duration and intensity of the Covid-19 pandemic and its impact on the commercial aerospace sector. As a 
result, it expects FY 2020 revenues to decline by approximately (40)% compared to FY 2019. In the second half of the year, 
Latécoère will continue to deploy the necessary adaptation measures to adjust its activity to the slow recovery in air traffic 
expected in the coming years. 
 
Latécoère does not intend to publish Q3 revenues this year and is re-evaluating the practice of quarterly revenue reporting 
on an ongoing basis. 
 

Subsequent events 

 
Since June 30, 2020 and until September 16, 2020, when the Board of Directors approved the financial statements, there 
has been no event likely to have a significant impact on the economic decisions made on the basis of present financial 
statements. 
 

Principal risks and uncertainties for the remaining six months of 2020 
 
The consequences of the crisis in the aeronautics sector have been brutal and are likely to be lasting for the next few years. 
 
Over the remaining six months, and given the context of the current crisis, the main risks and uncertainties relate to: 

 Maintaining the rates announced by aircraft manufacturers, 

 The difficulty of supply, 

 The Group's ability to execute its workload plan, taking into account the health measures and the adaptation plan put in 
place. 

 
Transactions with related parties 
 

Transactions with related parties continued during the first half of 2020 based on the same agreements as those applied on 
December 31, 2019. 
 

Accounting Standards, Principles and Methods 
 
The Group's half-year condensed consolidated financial statements for the six months ended June 30, 2020 are prepared in 
accordance with IAS 34 "Interim Financial Reporting", which makes it possible to present a selection of notes to the financial 
statements. These condensed consolidated financial statements should therefore be read in conjunction with the 
consolidated financial statements for the 2019 financial year. 
 
The Groupe consolidated financial statements have been prepared in accordance with International Financial Reporting 
Standards (IFRS) as adopted by the European Union and in accordance with International Financial Reporting Standards as 
issued by the International Accounting Standards Board on 30 June 2020. The Covid-19-Related Rent Concessions – 
amendment to IFRS 16 Leases issued by the IASB on May 28, 2020, and not yet adopted by the European Union, would 
have no significant impact on the Group’s financial statements. There is no significant effect on these consolidated financial 
statements resulting from differences between IFRS as issued by the IASB and IFRS as adopted by the European Union. 
 
International Financial Reporting Standards include IFRSs and IASs (International Accounting Standards) and the related 
interpretations as prepared by the Standing Interpretations Committee (SIC) and the International Financial Reporting 
Interpretations Committee (IFRIC). 
 
The interim consolidated financial statements for the six months ended 30 June 2020 for Groupe have been prepared using 
the same accounting policies as those used for the financial year ended 31 December 2019, except for the adoption of the 
new Amendments to IFRS 3, Definition of a Business, to IFRS 9, IAS 39, IFRS 7, Interest Rate Benchmark Reform, and to 
IAS 1 and IAS 8, Definition of Material, which were effective from January 1, 2020 and had no material impact on the 
condensed interim financial statements. 
 
New standards and amendments not yet applicable 

 
The financial statements are presented '000 EURO rounded to the closest thousand euros. 
 
They are prepared on the basis of historical cost, with the exception of the following assets and liabilities which are valued at 
fair value: derivative financial instruments, financial instruments held for trading, financial instruments and liabilities 
designated at fair value through profit and loss. 
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NEW IFRS STANDARDS, AMENDMENTS AND INTERPRETATIONS EFFECTIVE AS OF JANUARY 1, 2020 
 

 Amendments to IFRS 3 « Business combinations » ; 

 Amendments to IFRS 7 « Financial Instruments : Disclosures » ; 

 Amendments to IFRS 9 « Financial Instruments » ; 

 Amendments to IAS 1 « Presentation of Financial Statements » ; 

 Amendments to IAS 8 « Accounting Policies, Changes in Accounting Estimates and Errors » ; 

 Amendments to IAS 39 « Financial Instruments: Recognition and Measurement ».  
 

 
NEW PUBLISHED IFRS STANDARDS, AMENDMENTS AND INTERPRETATIONS EARLY ADOPTED BY THE GROUP 
AS OF JANUARY 1, 2020 
 
None. 

 
NEW PUBLISHED IFRS STANDARDS, AMENDMENTS AND INTERPRETATIONS NOT YET EFFECTIVE OR NOT 
EARLY ADOPTED BY THE GROUP 
 

 IFRS 17 Insurance contracts, including Amendments to IFRS 17 ; 

 Amendments to IFRS 4 Insurance Contracts – Extension of Temporary Exemption from applying IFRS 9 ; 

 Amendment to IFRS 16 Leases – Covid-19-Related Rent Concessions (expected to have no significant impact). 
 
These new standards and amendements have not yet been adopted by the European Union and cannot therefore be 
applied ahead on their effective date even though early adoption is permitted by the texts concerned. 
 
 
 

Regarding IFRS 16 Leases : 
 
 The lease term corresponds to the non-cancellable period of each lease, to which should be added any renewal 
       option that the Group is reasonably certain to carry out, and any option of termination that the Group is 

reasonably certain to not carry out. Specifically, in the case of commercial leases in France (3-6-9 years), the 
Group used a maximum term of 9 years, in accordance with the opinion of the ANC (Autorité des Normes 
Comptables). However, IFRS Interpretation Committee decided on November 26 2019 that as long as either 
the lessor or the lessee has an economic incentive not to terminate the lease such that it would incur a penalty 
on termination that is more than insignificant, the contract is enforceable beyond the date on which the 
contract can be terminated. The group is currently assessing the impact of this decision on the lease liability 
and lease assets as of January 1, 2019. 

 
  On 28 May 2020, the IASB issued Covid-19-Related Rent Concessions - amendment to IFRS 16 Leases. Under 

these amendments, a lessee may elect not to assess whether a Covid-19 related rent concession from a lessor 
is a lease modification. A lessee, that makes this election, accounts for any change in lease payments the same 
way it would account for the change under IFRS 16 if the change were not a lease modification. These 
amendments are effective from June 1, 2020 under IASB transition provisions but have not been adopted by 
the European Union to date. For the six months ended June 30, 2020, the Group did not identify any significant 
impact. 
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2       RISK FACTORS   
 

 
Health risks, changes in economic conditions, programs 

 
Since the emergence of COVID-19, the group has implemented strict and evolving health protocols to ensure the safety of 
employees everywhere in its factories. These protocols are adapted to the advice of WHO and to the directives of the 
national authorities taken in each of the countries where the Group operates. The work on safety carried out in recent years 
and the organization put in place at Group level have been assets in managing this crisis, enabling it to be reactive and to 
quickly adapt its protocols. 
 
The Group has also reacted without delay to the reductions in production rates and volumes of its aircraft manufacturer 
customers by adjusting its own capacities as quickly as possible. 
 
Latécoère has thus strengthened its adaptation plan and many actions have been taken, including: 

- close management of the Group's activities which has led to a reduction in purchasing programs in line with the 
decline in activity and a slowdown in investment commitments as well as an acceleration of rationalization plan of 
industrial sites; 

- the temporary closure of production sites, which allowed the operational deployment of suitable prevention and 
protection measures. At the same time, the use of teleworking has been generalized for people who can benefit 
from it ; 

- a permanent adjustment of the workforce abroad ; 
- a reduction in the use of temporary services in France and abroad ; 
- the partial unemployment of some of its employees in countries where this measure exists. 
 

 
The group is also in close contact with GIFAS (French Aerospace Industries Association) to coordinate the action of all 
players of the sector. Mobilization is total so that the economic continuity of our strategic sector is guaranteed in exemplary 
health conditions, in accordance with the will of the government. 
 
Latécoère also seeks to maintain and sharpen its technological edge, thanks to sustained research and development 
spending. The uncertainty surrounding the economic situation in the sector creates the risk for Latécoère of not being able 
to execute its roadmap as initially planned. 
 
 
Supplier risks 

 
The sharp reduction in demand addressed to Latécoère and its suppliers increased the risk of failure of sensitive partners. 
The Group has completed and strengthened its arsenal of measures, in particular by creating observation bodies or even by 
initiating targeted actions such as monitoring the financial health of our suppliers or forecasting stocks in the event of 
identified weaknesses in order to avoid any problems. 
 
Liquidity risk 

 
In order to maintain a sufficient level of liquidity and balance sheet flexibility under current market conditions, the Group has 
signed “State Guaranteed Loans” (PGE - Prêts Garantis État) with a consortium of banks for a total of 60 million euros under 
the loan scheme guaranteed by the French State. 
 
The Group regularly evaluates its cash flow forecasts over a rolling 12-month period. These forecasts are however subject 
to several uncertainties, including those linked to the establishment of additional financing, the terms and conditions of which 
are currently under discussion. 
 
 
Health, safety and environmental risks 

 
In response to the risk of a new health crisis occurring or more broadly to take into account a possible increase in the 
frequency of this type of event, Latécoère has strengthened its action plans and, in particular, ensured the recovery 
homogeneous stocks of sanitary protection equipment across all of its sites. Staff are trained and informed on a regular 
basis and the management of each plant ensures compliance with the rules established by the Group, supplemented by 
local regulations in each country where it operates.  
 
 
 
 



                                
                                 RISK FACTORS 

                            June 30, 2020  

HALF-YEAR REPORT 2020           8       

 

 

2 

Data confidentiality risks 
 

The pandemic has encouraged massive recourse to teleworking, particularly when containment measures have been 
decreed, a massive recourse to teleworking thus increasing the Group's exposure to cyber risk. The action plans initiated 
were maintained and awareness-raising and support actions were also strengthened. 
 
Human Ressources risks 

 
The economic situation has changed the working organization and in particular imposed a massive use of teleworking and 
partial activity measures. Action plans have been put in place to protect our employees from the risks associated with 
COVID. Other actions have also been taken to adjust the Group's productive capacity to a decreasing charge. 
 
Insurance 
 

The volatility of capital and insurance markets has been exacerbated by the current economic environment, which is causing 
an increase in premiums and a deterioration in the coverage offered. Latécoère has taken the necessary steps to avoid any 
risk of degrading its insurance coverage for accident risks to which Group entities and businesses are exposed. In this 
regard, insurers are provided with information about Latécoère’s risk quality, any changes thereto and the maturity of its risk 
management system, mainly in order to inform and facilitate ongoing renewals. It should be noted that the insurance are still 
in place and that no cover has been withdrawn during this period. 
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3      CONDENSED CONSOLIDATED FINANCIAL STATEMENTS AT 

JUNE 30, 2020 
 

3.1 Consolidated Statement of financial position 
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3.2 Consolidated Income Statement 
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3.3 Consolidated Statement of comprehensive income 
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3.4 Consolidated Statement of Cash-Flows 
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3.5 Consolidated Statement of changes in Equity 
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3.6 Notes to the Condensed Consolidated Financial Statements 

 
 
 
GENERAL INFORMATION   

 
 
NOTE 1    Accounting policies 

 
NOTE 2    Consolidation scope 

 
NOTE 3    Operational segments 

 
 
 
 
BALANCE SHEET DETAIL 

 
 
NOTE 4    Fixed assets 
 
NOTE 5    Inventories & Work-in-Progress 
 
NOTE 6    Financial assets 
 
NOTE 7    Receivables and other current assets 
 
NOTE 8    Derivative instruments 
 
NOTE 9    Shareholders' equity 
 
NOTE 10  Non-current and current provisions 
 
NOTE 11  Employee benefits 
 
NOTE 12  Financial liabilities 
 
NOTE 13  Payables and other liabilities 

 
NOTE 14  Taxes  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

INCOME STATEMENT DETAIL 

 
 
NOTE 15 Raw materials, other purchases & external         

charges 
 
NOTE 16   Other operating income 
 
NOTE 17   Other non-recurring income and expenses 
 
NOTE 18   Detail of financial result 
 
NOTE 19   Income taxes 

 
 
 
 
 
ADDITIONAL INFORMATION 

 
 
NOTE 20   Financial commitments and contingent     

liabilities 
 
NOTE 21   Subsequent events 
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INFORMATION RELATIVE TO THE GROUP 

 
Latécoère is a French corporation (“société anonyme”) headquartered in Toulouse, France, listed on Euronext Paris 
(FR0000032278 – LAT). 
 
The consolidated financial statements of the Latécoère Group for the half year ended on June 30, 2020, include the parent 
company and its subsidiaries (the whole being designated as "the Group") and the Group's share in associates. 
 
The consolidated financial statements of the Group have been approved by the Board of Directors on September 16, 2020. 
 

 
NOTE 1  ACCOUNTING POLICIES 

 
1.1 Basis of Preparation of the Financial Statements 
 
The condensed consolidated financial statements at June 30, 2020 are established in compliance with IAS 34 "interim 
financial reporting". For condensed accounts, they do not include all the information required by IFRS and should be read in 
conjunction with the Group's financial statements for the year ended December 31, 2019. 
 
The accounting rules and methods applied to the condensed consolidated financial statements at  
June 30, 2020 are identical to those applied in the consolidated financial statements at December 31, 2019 with the 
exception of standards, amendments and interpretations which are required to be applied as from January 1, 2020. 
 
The financial statements are presented '000 EURO rounded to the closest thousand euros. 
 
They are prepared on the basis of historical cost, with the exception of the following assets and liabilities which are valued at 
fair value: derivative financial instruments, financial instruments held for trading, financial instruments and liabilities 
designated at fair value through profit and loss. 

 
1.2 Application of applicable standards, amendments and interpretations for the financial statements 
 
The interim consolidated financial statements for the six months ended 30 June 2020 for Groupe have been prepared using 
the same accounting policies as those used for the financial year ended 31 December 2019, except for the adoption of the 
new Amendments to IFRS 3, Definition of a Business, to IFRS 9, IAS 39, IFRS 7, Interest Rate Benchmark Reform, and to 
IAS 1 and IAS 8, Definition of Material, which were effective from January 1, 2020 and had no material impact on the 
condensed interim financial statements. 
 
NEW IFRS STANDARDS, AMENDMENTS AND INTERPRETATIONS EFFECTIVE AS OF JANUARY 1, 2020 
 

 Amendments to IFRS 3 « Business combinations » ; 

 Amendments to IFRS 7 « Financial Instruments : Disclosures » ; 

 Amendments to IFRS 9 « Financial Instruments » ; 

 Amendments to IAS 1 « Presentation of Financial Statements » ; 

 Amendments to IAS 8 « Accounting Policies, Changes in Accounting Estimates and Errors » ; 

 Amendments to IAS 39 « Financial Instruments: Recognition and Measurement ».  
 

 
NEW PUBLISHED IFRS STANDARDS, AMENDMENTS AND INTERPRETATIONS EARLY ADOPTED BY THE GROUP 
AS OF JANUARY 1, 2020 
 
None. 

 
NEW PUBLISHED IFRS STANDARDS, AMENDMENTS AND INTERPRETATIONS NOT YET EFFECTIVE OR NOT 
EARLY ADOPTED BY THE GROUP 
 

 IFRS 17 Insurance contracts, including Amendments to IFRS 17 ; 

 Amendments to IFRS 4 Insurance Contracts – Extension of Temporary Exemption from applying IFRS 9 ; 

 Amendment to IFRS 16 Leases – Covid-19-Related Rent Concessions (expected to have no significant impact). 
 
These new standards and amendements have not yet been adopted by the European Union and cannot therefore be 
applied ahead on their effective date even though early adoption is permitted by the texts concerned. 
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1.3 Use of estimates and assumptions specific to half-year consolidated financial statements 
 
Following the variation of discounting rates, the estimate of employee benefits has been reevaluated at June 30, 2020.  
With no significant impact, long-service medals are still estimated on the information on December 31, 2019.  
 
The use of estimates and assumptions is of particular importance mainly for: 

•  Capitalized development costs (note 4); 
•  Employee benefits (note 11); 
•  Deferred tax assets (note 14); 
•  Provisions on inventory (note 5); 
•  The recoverable amount of intangible and tangible assets as well as their useful life (note 4); 
•  The fair value of financial instruments (note 8). 

 
 
At June 30, 2020, the estimates and the assumptions retained for the condensed consolidated financial statements were 
determined based on the elements in the Group's possession at the closing date mainly concerning commercial information 
(order book and rates) communicated by the various aircraft manufacturers and information from the prospects of the 
aeronautical market. 
 
The impact of changes in the accounting estimate is recognized during the period of the change if it only affects that period 
or during the period of the change and subsequent periods if these are also affected by the change. 
 
 

1.4 Impact of the Covid 19 pandemic 
 
The aeronautics market was hit hard by the effects of the Covid-19 crisis, with a collapse in global air traffic during the first 
half of 2020, which led all aircraft manufacturers to sharply downward revise their delivery programs. 
The first effects of this crisis began to materialize at the end of March and intensified during the 2nd quarter of 2020. Thus, 
the Group's activity at constant exchange rates decreased by 15.9% in the 1st quarter of 2020 and was down 56.8% over 
the 2nd quarter of 2020 compared to the same period of the previous fiscal year. 
 
Adaptation plan  
 

Since the appearance of COVID-19, the Group, under the supervision of the Executive Committee and the Board of 
Directors, has implemented a health crisis management system characterized by the implementation of the following 
measures, aimed, in particular, at ensuring the health and safety of its employees, and limiting the impact of the crisis on its 
activities and its fi nancial situation: 

- Daily review of the situation of all Group sites by the Executive Committee; 
- Weekly review of the Group’s fi nancial situation by the Audit and Risks Committee. 

 
Initially, the temporary closure of production sites enabled the operational deployment of appropriate prevention and 
protection measures. At the same time, telework has been generalized where possible. The activity of all the production 
sites gradually restarted once the containment measures have been lifted, while respecting the safety instructions to reach 
today, a level of activity of around 80%. 
 
At the same time, the Group launched an adaptation plan aiming to reduce operational expenses and guaranteeing 
business continuity, resulting in: 

- an adaptation of the workforce according to the activity: partial unemployment in France, reduction of the 
workforce abroad, decrease in the number of temporary workers and non-renewal of fixed-term contracts ; 

- a strict management of working capital requirements: adjustment of stocks and control of receivables ; 
- a decrease in investments and reduction of operational costs by postponing or canceling non-priority expenses. 

 
 
Business continuity and liquidity 

 
In order to ensure it retains sufficient liquidity and balance sheet flexibility under the current market conditions, the Group 
initially implemented measures to postpone some of payment maturities (payroll taxes, negotiation of payment deferrals with 
certain suppliers, postponing of variable wages payment, etc.),savings measures with the immediate freeze of recruitments, 
of expenses for subcontractors and intellectual services and services, the freezing of investment expenses not essential to 
its daily operations, as well as measures of partial unemployment of a large part of its employees across all its sites. The 
Group has nevertheless endeavored to preserve its Research & Technology expenses. 
 
At the same time, the Group has sought treasury funding. This is how in April 2020, the Group has signed PGE loans with a 
consortium of banks for a total of €60 million under the French government’s state-guaranteed loan scheme. These loans 
have strengthened the Group’s liquidity by enabling it to meet its immediate cash maturities; they have also been calibrated 
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to enable it to restart efficiently its production as soon as lockdowns across the countries in which it operates will be 
progressively lifted. 
 
The Group regularly evaluates its cash flow forecasts over a rolling 12-month period. These forecasts are however subject 
to several uncertainties, including those linked to the establishment of additional financing, of which the terms and conditions 
are currently under discussion. Based on these cash flow projections, on the strategic plan and on the measures taken since 
the start of the Covid-19 crisis, the Board of Directors of the Latécoère Group approved the condensed half-year financial 
statements as of June 30, 2020 on a going concern basis.  
 
Presentation of the impacts related to Covid-19 

 
The impacts of the pandemic on the Group's business affect the entire income statement and balance sheet and are not 
isolated. The non recurring result mentioned in note 17 “Other non recurring income and expenses” mainly includes 
restructuring costs, rationalization costs in relation with the 2020 Transformation Plan, impairment losses, unchanged from 
previous years. 
 
Impairment test 

 
Given the scale of the downturn in activity, which itself is an indication of risk of impairment, the Group reviewed all its cash-
generating units (CGUs) in the first half of 2020, because their activities were particularly affected by the decline in air traffic. 
 
As of June 30, 2020, these analyzes led to the recognition of an impairment of the "Aerostructures" CGU for an amount of € 
28.2 million, details of which can be found in note 4.1 "Impairment test". 
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NOTE 2  CONSOLIDATION SCOPE 

 
As the Group has, directly or indirectly, exclusive control in all Group companies subsidiaries are consolidated by full 
consolidation. All the companies forming part of the consolidation scope close their financial statements on December 31. 
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NOTE 3  OPERATIONAL SEGMENTS 
 
The sectors or segments presented by the Group are distinct components of the Group which are committed in the supply of 
goods or dependent services (business segments), and that are exposed to risks and to a profitability different from those of 
other segments. 
 
The business segments defined by the Groupe are: 

- Aerostructures, 
- Interconnection Systems. 

 
In accordance with IFRS 8, the information presented by segment is based on the Group's internal reporting, examined 
regularly by Group Management. 
 
The accounting methods used by the Group for the establishment of the information presented by operational segment in 
accordance with IFRS 8 are identical to those used by the Group for the establishment of its consolidated financial 
statements under IFRS standards. 
 
3.1 Measurement of economic performance 
 
3.1.1 Key indicators by sector  
 

The Group uses the following key indicators: 
- Revenue 
- Recurring operating income (Recurring EBIT). This indicator is intended to present the level of operational 

performance of the Group's business lines excluding non recurring operating items 
- Recurring EBITDA which corresponds to recurring operating income before depreciation, amortization, 

depreciation and impairment losses of property, plant and equipment and intangible assets. 
 
Finally, the net debt corresponds for the Group to current and non-current borrowings and debt minus cash and cash 

equivalents. 
 
Half-year 2020 
 

 
 
Half-year 2019 
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Balance sheet items as of June 30, 2020 

 

 
 
 
 
Balance sheet items as of December 31, 2019 
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3.1.2 Reconciliation with Group data 

 
Recurring EBITDA is reconciled with the Group's operating income as follows: 
 

 
 

The net investment (excluding the disposal result) is reconciled with the elements of the cash flow statement as follows: 
 

 
 
 

 
NOTE 4  FIXED ASSETS 
 
 
Gross value of fixed assets 

 

 
 
 
Amortization of fixed assets 
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Net value of fixed assets 

 

 
 
4.1 Test de dépréciation 
 
Given the scale of the downturn in activity, which itself is an indication of risk of impairment, the Group reviewed all its cash-
generating units (CGUs) in the first half of 2020.  

 
The main CGUs identified and tested are the UGTs « Aerostructures » and « Interconnexion systems ».  

 
The main assumptions used in determining the value in use of CGUs are as follows: 

- expected future cash flows are determined on the basis of a four or fiive years forecast of the CGU tested ; 
- operating forecasts used to determine expected future cash flows take into account general economic data, 

specific inflation rates for each geographic area, a USD exchange rate based on available market information 
and mid- to long-term macroeconomic assumptions ; 

- the value in use of CGUs in each scenario is equal to the sum of these discounted estimated future cash 
flows plus a terminal value, calculated by applying the growth rate expected for the relevant businesses to 
standardized cash flows representing long-term business activity ; 

- the growth rate used to calculate terminal value was set at 2% for all CGUs (2% in 2019) ; 
- the benchmark discount rate used is 9.6%, and is applied to post-tax cash flows (8.4% in 2019). 

 
The forecasts and assumptions used have been adjusted with the latest forecasted approved financial information 
presented to the Board of Directors meeting on August 13, 2020. 
 
This results in a depreciation of the assets of the "Aerostructures" CGU for an amount of € 28.2 million. The allocation 
of this depreciation by type of tangible asset will be made during the second half of 2020. 
  
In addition, a sensitivity study on the "Aerostructures" CGU was carried out by changing the main assumptions of 
discount rates and infinite growth, presented below: 
 

  
                WACC   

 

in M€ 9,1% 9,6% 10,1% 

G
ro

w
th

 r
a
te

 

1,5% 2,3 -11,7 -24,0 

2,0% 15,8 0,0 -13,8 

2,5% 31,4 13,3 -2,3 

 
 
A sensitivity analysis was also performed on the operating margin of the terminal value. A 50 basis point drop in the 
operating margin for the terminal value would lead to the recognition of an additional depreciation of € 10.0 million. On the 
opposite, a 50 basis point increase in the terminal value operating margin would lead to a decrease in impairment of € 10.0 
million. 

 
On the “Interconnexion Systems” CGU, the variation in the discount rate of +/- 0.5% and the variation in the perpetual 
growth rate of +/- 0.5% did not lead to values in use lower than the net book values. 
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NOTE 5  INVENTORIES AND WORK-IN-PROGRESS 

 

 
Industrial inventories include raw materials, parts and work-in-progress.  

NOTE 6  FINANCIAL ASSETS 

 
Fair value of financial assets 

 
The fair value of financial assets recorded at amortized cost is close to the carrying amount.  
 
The Group distinguishes three categories of financial instruments according to the consequences that their characteristics 
have on their valuation method and bases itself on this classification in order to disclose some of the information required by 
IFRS 7: 

 Level One "Market Price" category: financial instruments quoted on an active market; 

 Level Two "Model with observable parameters" category: financial instruments whose valuation uses valuation techniques 
based on observable parameters; 

 Level Three "Model with non-observable parameters". 
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The fair value of a trade receivable is treated as its balance sheet value, given the very short payment periods. The same is 
true for other receivables. 
NOTE 7  RECEIVABLES AND OTHER CURRENT ASSETS 

 

 
 
NOTE 8  DERIVATIVE INSTRUMENTS 

 
8.1 Information on the value of derivative instruments and on their covered notional contract value 
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8.2 Information on the impact of derivative instruments on income and shareholders' equity 

 
Impact of future cash flow hedging

 

 
 
Impact of derivative instruments to which hedge accounting is not applied 

 

 
 

 
 
NOTE 9  SHAREHOLDERS' EQUITY 
 
9.1 Breakdown of Capital 

 

 
 
 

 

 
 
All shares were fully paid. 
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9.2 Treasury Shares 
 

 
 

 
NOTE 10 CURRENT AND NON-CURRENT PROVISIONS 
 

 
 

 
NOTE 11  EMPLOYEE BENEFITS 
 

 
 
The pension obligations and commitments for long-service medals recognized at 30 June 2020 were evaluated based on 
parameters used in a calculation at December 31, 2019. 

 
NOTE 12  FINANCIAL LIABILITIES 

 
12.1 Detail of Financial liabilities 
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The fair value of accounts payable is treated as its balance sheet value, given the very short payment periods. The same is 
true for other payables. Loans and bank borrowings are accounted for at amortized cost, calculated used the effective 
interest rate ("TIE"). 
 
The financial liabilities which balance sheet value differs from fair value are fixed rate loans and bank borrowings, which are 
not subject to hedging. 
 

12.2 Loans and Bank borrowings 
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Debt reconciliation related to the factor (factoring) : 
 

 
 
 

12.3 Financial ratios (“covenants”) 
  
Financial commitment on the loan of the European Investment Bank 
 

The EIB loan includes financial covenants that commit the Group to i) respect a maximum level of leverage ratio (gross debt 
/ Economic EBITDA), ii) respect a minimum level of financial expense coverage ratio (Economic EBITDA / financial 
expenses). ) and (iii) respect a minimum level of liquidity ratio (Economic EBIT).  
 
They have not been fulfilled as at June 30, 2020.   
 
A request for non-application of the waiver clause was submitted to the EIB in June. The agreement in principle was 
obtained mid-July subject to obtaining additional financing (State guaranteed loan and shareholder loan) currently under 
negotiation. As this agreement took place after June 30, the corresponding debt (€ 55 million) was reclassified as current 
financial debt. 
 
Financial commitment on the factoring contract 
 

The factoring contract includes financial covenants that commit the Group to i) respect a minimum level of adjusted 
economic EBIT, calculated quarterly on a rolling 12-month basis and ii) to respect a minimum level of cash, measured 
monthly. 
At June 30, 2020 the covenant on the minimum cash level was fulfilled. However, the covenant on the minimum recurring 
operating income was not fulfilled. This breach of covenant does not jeopardize the financing obtained or require the 
repayment of this line.  
An amendment to the contract was signed in August, of which the main measures are: 

- the elimination of financial covenants 
- the establishment of a subcontracting reserve 
- an increase in the factoring and financing commission  

 

 

NOTE 13  PAYABLES AND OTHER LIABILITIES 

 

 



                                
                                 CONDENSED CONSOLIDATED FINANCIAL STATEMENTS 

                            June 30, 2020  

HALF-YEAR REPORT 2020           30       

 

 

3 

 
NOTE 14  TAXES 

 
14.1 Income Tax Receivable   

 
The amount recorded at June 30, 2020 for € 15.9 million corresponds to tax credits for € 14.1 million (primarily, the 
research-based tax credit and the competitiveness and employment tax credit (CICE)). 

 
14.2 Deferred Taxes 
 

 
 
The analysis of the net deferred tax assets by nature is as follows: 
 

 
 
As of June 30, 2020, the recoverability of deferred tax assets was assessed based on the latest information available and 
resulting from the COVID-19 pandemic. This led to the impairment of loss carried-forward amounting to 10.1 million euros, 
still recognized as an asset on the balance sheet. 
 
 

 
NOTE 15  RAW MATERIALS, OTHER PURCHASES & EXTERNAL CHARGES 
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NOTE 16  OTHER OPERATING INCOME 

 
At June 30, 2020, the other income for € 10.5 million includes in particular tax credit (research-based tax credits and CICE- 
crédit d’impôt pour la compétitivité et l’emploi) for € 4.1 million, own work capitalized for € 2.1 million and operating 
expenses transferred for € 4.0 million.  

 
 
NOTE 17  OTHER NON RECURRING INCOME AND EXPENSES 
 

At June 30, 2020, other non-recurring income (€ 0.6 million) and expenses (-€ 35.2 million) amounted to -€ 34.6 million and 
involved : 
 

- the capital gain on the sale of a real estate complex of +€0.6 million; 
- conversion and depolution costs for the historic Toulouse site (Périole site) and industrial transfer towards other 

French sites for -€1.5 million;  
- rationalization and growth operations costs of -€2.8 million; 
- industrial transfer costs to the new production site in Bulgaria for -€0.1 million;  
- costs related to the creation of the factory of the future located near Toulouse (Montredon) for -€0.9 million;  
- costs related to restructuration plans for -€1.7 million; 
- impairment of assets for -€28.2 million.  

 
 

NOTE 18  DETAILS OF FINANCIAL INCOME 

 

 
 
 
NOTE 19  INCOME TAXES 
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NOTE 20  FINANCIAL COMMITMENTS AND CONTINGENT LIABILITIES 

 
20.1 Financial Commitments 
 
The Group's financial commitments and contingent liabilities did not change significantly during H1 2020. 

 
20.2 Commitments under operating Leases (low value and short duration) 
 
Within the framework of its operation, the Group is caused to set up operating leases. The main contracts are the following: 

 leasing of vehicles; 

 leasing of computer and office equipment (general and technical office data processing equipment, photocopiers, 
fax machines, etc.); 

 other leasing (as needed). 
 
With the application of IFRS 16 as of January 1, 2019 (see note 1), the commitments under the remaining operating leases 
are those with a low value (<€ 5k) and a short duration (< 12 months). 
 

20.3 Other Contingent Liabilities 
 
At 30 June 2020, the Group has not identified any other significant contingent liabilities. 

 
 

NOTE 21  SUBSEQUENT EVENTS 
 
Since June 30, 2020 and until September 16, 2020, when the Board of Directors approved the financial statements, there 
has been no event likely to have a significant impact on the economic decisions made on the basis of present financial 
statements. 
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4       STATEMENT BY THE PERSON RESPONSIBLE FOR THE 

REPORT 
 

 

 

 
"I hereby declare that, to the best of my knowledge, the condensed financial statements for the first-half 2020 have been 
prepared in accordance with the applicable accounting standards and give a true and fair view of the assets, liabilities, 
financial position and results of the company and of the consolidated entities; and that the half-year report set forth in 
chapter 1 of this report, includes a fair review of the important events which occurred during the first six months of the 
year, their impact on the financial statements for the half year, the principal transactions between related parties together 
with a description of the principal risks and uncertainties for the remaining six months of the year." 
 
 

Toulouse, the 16th of  September 2020 
 

Philip Swash 
Chief Executive Officer 
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5  STATUTORY AUDITORS' REPORT ON THE 2020 

CONDENSED HALF-YEAR CONSOLIDATED FINANCIAL 
STATEMENTS 
 
 
« This is a free translation into English of the Statutory Auditors’ review report issued in French and is provided solely for 
the convenience of English speaking readers. This report should be read in conjunction with, and construed in accordance 
with, French law and professional auditing standards applicable in France. » 

 
 
 
From the period from January 1 to June 30, 2020 
 
 
 
To the Shareholders,  
 
  
 
In compliance with the assignment entrusted to us by your shareholders’ meeting and in accordance with the 
requirements of article L. 451-1-2 III of the French Monetary and Financial Code ("Code monétaire et financier"), we 
hereby report to you on: 
 

 the review of the accompanying condensed half-yearly consolidated financial statements of Latécoère S.A., for the 
period from January 1 to June 30, 2020. 

 the verification of the information presented in the half-yearly management report. 
 
These condensed half-yearly consolidated financial statements are the responsibility of the Board of Directors on 
September 16, 2020, on the basis of the information available on that date in an evolving context of the crisis linked to 
Covid-19 and difficulties in understanding its impacts and the consequences and future prospects. Our role is to express a 
conclusion on these financial statements based on our review. 
 
 
 

I. Conclusion on the financial statements 

 
We conducted our review in accordance with professional standards applicable in France. A review of interim financial 
information consists of making inquiries, primarily of persons responsible for financial and accounting matters, and 
applying analytical and other review procedures. A review is substantially less in scope than an audit conducted in 
accordance with professional standards applicable in France and consequently does not enable us to obtain assurance 
that we would become aware of all significant matters that might be identified in an audit. Accordingly, we do not express 
an audit opinion. 
 
Based on our review, nothing has come to our attention that causes us to believe that the accompanying condensed half-
yearly consolidated financial statements are not prepared, in all material respects, in accordance with IAS 34 - standard of 
the IFRSs as adopted by the European Union applicable to interim financial information. 
 
Without qualifying our conclusion, we draw your attention to the matter set out in note 1.4 “Impact of the Covid 19 
pandemic “to the condensed half-yearly consolidated financial statements which sets out, in the context of the health crisis 
facing the aeronautics sector, the measures implemented by the Group, the aid mechanisms deployed by the French 
State, as well as the impact on the condensed half-yearly consolidated financial statements at June 30, 2020. 
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II. Specific verification 

 
We have also verified the information presented in the half-yearly financial report on the condensed half-yearly 
consolidated financial statements subject to our review. We have no matters to report as to its fair presentation and 
consistency with the condensed half-yearly consolidated financial statements. 
 
 
 

 

Labège, September 18, 2020 Neuilly-sur-Seine, September 18, 2020 

KPMG Audit  Grant Thornton 

Department of KPMG S.A. Member of Grant Thornton international 

  

Eric Junières Pascal Leclerc 

 Partner  Partner 
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