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Finmeccanica Group 
 

Interim report on operations at 31 March 2009 

The results and financial position for the first three months 

Highlights 

 

€ millions
March 
2009

March 
2008

Change 2008

New orders 3,917 3,292  19% 17,575

Order backlog 43,319 38,888 11% 42,937

Revenue 3,911 2,916 34% 15,037

Adjusted EBITA (*) 242 133 82% 1,305

Net profit 108 126 (14%) 621

Adjusted net profit 108 72  50% 664

Net capital invested 10,792 7,109 52% 9,513

Net financial debt 4,479 1,928 132% 3,383

FOCF (*) (951) (928) (2%) 469

ROS (*) 6.2% 4.6% 1.6 p.p. 8.7%

ROI (*) 16.3% 16.2% 0.1 p.p. 21.4%

ROE (*) 10.5% 11.9% (1.4) p.p. 10.5%

EVA (*) (67) (74) 9% 376

Research & Development 388 394 (2%) 1,809

Workforce (no.) 73,385 61,396 20% 73,398

 

 

(*): refer to the following section for definitions of the indicators. 

 

As has been stated several times, Finmeccanica Group’s (the Group) consolidated results 

for the first quarter are not entirely representative of the trend for the financial year as a 

whole since more than half of the Group’s business is concentrated in the second half of 

the year.  
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Nonetheless, during the first quarter of 2009, the Group’s results showed an 

improvement over the same period of 2008. 

 

As a matter of fact, the analysis of the main indicators for the first quarter of 2009 

reveals that revenues increased by about 34% over the previous year and adjusted 

EBITA rose by roughly 82%. Return on sales (ROS) increased to 6.2%, up 1.6 

percentage points over the 4.6% reported at 31 March 2008. New orders grew by 19% 

compared with the figure at 31 March 2008. 

 

With regard to Group profitability, return on investment (ROI) stood at 16.3% (16.2% at 

31 March 2008), EVA came to a negative €mil. 67 (negative €mil. 74) and return on 

equity (ROE) came to 10.5% (11.9%). It should be specified, with regard to EVA, that, 

due to the changes in the macroeconomic scenario, the increase in the cost of money and 

risk premiums, Finmeccanica recently increased the Group’s cost of capital by around 1 

percentage point, compared with that used up through 31 December 2008. Based on the 

cost of capital used for 2009, EVA at 31 March 2008 would have been negative €mil. 86 

rather than negative €mil. 74. 

 

Before turning to examine the results at 31 March 2009 in detail, it should be reported 

that, on 22 October 2008, the Group completed the purchase of 100% of the American 

group DRS Technologies (DRS), a leader in providing integrated products, services and 

support in the defence electronics and security sector. 

 

The contribution of DRS to the Group’s consolidated results constitutes a change in the 

two periods compared, particularly as to income statement figures. 

However, to provide figures for internal Group growth, comments have been given on 

the discrepancies between the two periods being compared, isolating to the extent 

possible the effects of the changes in the scope of consolidation as noted above. To aid 

in this, the table below shows the principle indicators for DRS for the period under 

analysis: 
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 € millions 

New orders 1,114 

Revenue 747 

Adjusted EBITA (*)   83 

Net profit 27 

FOCF (*)  (24) 

 

(*): refer to the following section for definitions of the indicators 

 

If we consider these values from the figures at 31 March 2009 and compare them on a 

consistent basis with those for the corresponding period of the preceding year, the Group 

shows a substantial improvement, as reported in the table below: 

 

€ millions
March 
2009

March 
2008

change

New orders 2,803 3,292 (15%)

Revenue 3,164 2,916 9%

Adjusted EBITA  (*) 159 133 20%

Net profit 81 72 13%

FOCF (*) (927) (928) 0%

ROS (*) 5.0% 4.6% 0.5 p.p.
 

(*): refer to the following section for definitions of the indicators 

 

If we come to analyse the net result, it should be noted that contributing to the positive 

results for the first quarter of 2008 was the €mil. 54 capital gain from the sale of 26 

million shares of STMicroelectronics (STM) to French company FT1CI (Section 4). 

Excluding the impact of this event, the net profit came to roughly €mil. 72.  

 
 
Comparing the two net profits, broken down into their individual components, we can 

see that the net profit at 31 March 2009 was €mil. 9 higher than the same period of 2008. 
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The improvement in the Group’s net profit is due to: the increase in EBIT for €mil. 27 

and taxes for €mil. 11, partly offset by a deterioration in finance costs (€mil. 29), 

essentially due to the higher average amount of net financial debt for the period. 

 
The effective tax rate at 31 March 2009 came to about 39.3%, the same as the theoretical 

tax rate. 

 

************* 

 
Income statement  For the three months ended 31 

March 
 Section 2009  2008 
€ millions     
Revenue  3,911  2,916 
Purchases and personnel costs (*) (3,512)  (2,670) 
Depreciation and amortisation 9 (130)  (98) 
Other net operating income (expenses) (**)  (27)  (15) 
Adjusted EBITA  242  133 
     
Non-recurring income/(costs)     
Restructuring costs  (3)  (4) 
Impairment of goodwill     
Amortisation of intangible assets acquired through a 
business combination 
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(23) 

  
(6) 

EBIT  216  123 
     
Net finance income (costs) (***) (39)  69 
Income taxes 12 (69)  (66) 
NET PROFIT (LOSS) BEFORE 
DISCONTINUED OPERATIONS 

 108  126 

Result of discontinued operations  -  - 
     
NET PROFIT (LOSS)  108  126 

 
Notes on the reconciliation between the reclassified income statement and the statutory income statement: 
(*) Includes “Purchases”, “Purchase of services” and “Personnel costs” (excluding “Restructuring costs”, 

“Work performed by the Group and capitalised” and “Change in inventories of work in progress, semi-
finished and finished goods”). 

(**) Includes “Other operating income”, “Other operating expenses” (excluding restructuring costs, impairment 
of goodwill, non-recurring income/(costs) and including impairment). 

(***) Includes “Finance income”, “Finance costs” and “Share of profit (loss) of equity accounted investments”. 
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Primary Finmeccanica Group indicators by segment 

 

March 2009  (€ millions) New orders
Order 

backlog
Revenues Adj. EBITA ROS % R&D

Workforce 
(no.)

Helicopters 702            10,513         756            74              9.8% 79              10,340        

Defence Electronics and Security 1,582         11,001         1,427         110            7.7% 136            30,229        

Aeronautics 319            8,245           553            22              4.0% 83              13,812        

Space 225            1,449           191            (1) (0.5%) 14              3,659          

Defence Systems 104            3,747           232            11              4.7% 60              4,072          

Energy 214            3,661           333            31              9.3% 5                3,373          

Transportation 772            5,218           427            29 6.8% 11              7,102          

Other activities 64              356 80 (34) n.a. - 798

Eliminations (65) (871) (88)

3,917         43,319         3,911         242            6.2% 388            73,385        

New orders
Order 

backlog
Revenues Adj. EBITA ROS % R&D

Workforce 
(no.)

at 31 Dec. 
2008

at 31 Dec. 
2008

Helicopters  795 10,481         713            85              11.9% 62              10,289        

Defence Electronics and Security  857 10,700         677            21              3.1% 143            30,330        

Aeronautics  526 8,281           491            19              3.9% 113            13,907        

Space  211 1,383           203            3                1.5% 12              3,620          

Defence Systems  303 3,879           247            18              7.3% 46              4,060          

Energy  439 3,779           229            14              6.1% 5                3,285          

Transportation  220 4,858           379             18  4.7% 13              7,133          

Other activities  17 348  50 (45) n.a. - 774

Eliminations (76) (772) (73)

3,292         42,937         2,916         133            4.6% 394            73,398        

New orders
Order 

backlog
Revenues Adj. EBITA ROS % R&D

Workforce 
(no.)

delta % delta % delta % delta % delta p.p. delta % delta %

Helicopters (12%) n.s. 6% (13%) (2.1) p.p.  27% n.s

Defence Electronics and Security  85%  3% 111% 424% 4.6 p.p. (5%) n.s.

Aeronautics (39%) n.s. 13% 16% 0.1 p.p. (27%) (1%)

Space  7%  5% (6%) (133%) (2.0) p.p.  17% 1%

Defence Systems (66%) (3%) (6%) (39%) (2.5) p.p.  30%  0.3%

Energy (51%) (3%) 46% 121% 3.2 p.p. - 3%

Transportation  251%  7% 13% 61% 2.1 p.p. (15%) n.s

Other activities  276%  2% n.a. (24%) n.a. -  3%

 19%  1%  34%  82% 1.6 p.p. (2%) (0.02%)

Change

March 2008  (€ millions)
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The primary changes that marked the Group’s performance compared with the first 

quarter of the previous year are described below. A deeper analysis can be found in the 

section covering the trends in each business segment.  

 
From a commercial perspective, the Group reported an increase in new orders 

amounting to €mil. 3,917 at 31 March 2009, compared with €mil. 3,292 at 31 March 

2008, for an increase of €mil. 625 (19%). 

 
New orders fell in the following segments: 

o Defence Electronics and Security (excluding DRS) and Defence Systems: the 

drop in orders is attributable to the fact that significant new orders were received 

in the first quarter of 2008; 

o Helicopters: the net reduction in orders in due to the decline in sales in the 

commercial segment, partly offset by the increase in new orders for product 

support; 

o Aeronautics and Energy: the fall in new orders is mainly the result of a number 

delays in the receipt of orders. 

 
Among the segments that contributed to the improvement in the results were 

Transportation, with an increase in new orders in all segments, and Space, with an 

increase in new orders in the satellite services segment. 

 
************* 

 

The order backlog at 31 March 2008 amounted to €mil. 43,319, a €mil. 382 increase 

over 31 December 2008 (€mil. 42,937). 

The net change is due to ordinary order acquisition and customer billing activities, as 

well as the effect deriving from the translation of financial statements expressed in 

foreign currencies at more favourable euro/dollar and euro/pound sterling exchange rates 

than at the end of the previous period. 

The order backlog, based on workability, guarantees coverage of around 2.5 years of 

production.  

 

************* 
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At 31 March 2009, revenues totalled €mil. 3,911, compared with €mil. 2,916 for the 

same period of 2008, an increase of €mil. 995, or 34%, of which €mil. 248 is attributable 

to internal growth. 

 
In terms of the internal growth in revenues, it should be noted that the increase in 

production volumes spans all sectors of activity: 

o Defence Electronics and Security: due to increased activity in command and 

control systems and avionics and electro-optical systems; 

o Aeronautics: due to the higher contribution of the military segment, as a result of 

increased production for the EFA programme and for the MB339 trainers, and in 

civil activities with the increase in production of ATR. 

o Helicopters: due to growth in product support activities; 

o Energy: due to work on orders for plants and to the service segment in relation to 

scheduled maintenance; 

o Transportation: due primarily to signalling and transport systems, largely as a 

result of increased activity in transport systems. 

 
Finally, there was lower production in the Space, in both manufacturing and space 

services, and in the Defence Systems sectors, due to lower volumes reported in missile 

systems. 

 

************* 

 

Adjusted EBITA  at 31 March 2009 came to €mil. 242, compared with €mil. 133 for the 

same period of 2008, an increase of €mil. 109, of which €mil. 26  is attributable to 

internal growth. 

This internal growth in adjusted EBITA was characterised by widespread improvement 

across almost all business sectors also as a result of improved profitability, while there 

was slight decline in the following segments: 

o in Helicopters as a result of the negative impact of the translation of financial 

statements in foreign currencies and lower profitability (integrated support 

contracts (IOS) for the UK Ministry of Defence); 
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o in Space as a result of cost overruns and the lower productivity of a number of 

manufacturing activities; 

o in Defence Systems primarily as a result of lower production volumes and 

decreased profitability in missile systems, which benefited from progress made in 

a number of programmes nearing completion in the previous year. 

 
************** 

 
Research and development costs at 31 March 2099 amounted to €mil. 388, essentially 

in line with the first quarter of 2008 (€mil. 394). 

 

Research and development costs in the Aeronautics segment amounted to €mil. 83 

(about 21% of the Group total) in the first quarter of 2009, reflecting the commitment to 

programmes being developed in the civil and military segments. 

 
In Defence Electronics and Security, R&D costs totalled €mil. 136 (roughly 35% of the 

Group total) and related in particular to:  

o in the avionics and electro-optical systems segment: the continuation of 

development for the EFA programme and new electronic-scan radar systems for 

both surveillance and combat;  

o in the communications segment: the continuation of the development of Tetra 

technology products and software design radio;  

o in the command and control systems segment: the continuation of development of 

MFRA multi-functional 3D Kronos active radar surveillance systems, upgrading 

of the current SATCAS products, the programme to develop capabilities and 

technologies for architectural design and construction of major systems for the 

integrated management of operations by armed ground forces (Combined 

Warfare Proposal (CWP)). 

 
Finally, in the Helicopters segment, R&D costs came to €mil. 79 (about 20% of the 

Group’s total) and mainly concerned the development of technologies primarily for 

military use (AW149) and the development of multi-role versions of the BA 609 

convertiplane for national security. 

************* 
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The workforce at 31 March 2009 came to 73,385, a decrease of 13 from the 73,398 at 

31 December 2008, due to negative turnover.  

The geographical distribution of the workforce at 31 March 2009 was substantially the 

same as that at 31 December 2008, breaking down into 59% of the workforce in Italy 

and 41% in foreign countries (largely the United States, the United Kingdom and 

France).  

 
************** 

 
Balance sheet Section 31 Mar 

2009 
 31 Dec. 2008 

€ millions     
Non-current assets  13,496  13,113 
Non-current liabilities (*) (2,708)  (2,655) 
  10,788  10,458 
     
Inventories  4,713  4,365 
Trade receivables (**) 17 8,886  8,329 
Trade payables (***) 24 (12,096)  (12,134) 
Working capital  1,503  560 
Provisions for short-term risks and charges 22 (604)  (632) 
Other net current assets (liabilities) (****) (877)  (873) 
Net working capital  22  (945) 
     
Net invested capital  10,810  9,513 
     
Capital and reserves attributable to equity holders of 
the Company 

 6,160  5,974 

Minority interests in equity  171  156 
Shareholders’ equity 20 6,331  6,130 
     
Net financial debt (cash) 23 4,479  3,383 
     
Net (assets) liabilities held for sale (*****) -  - 

 
Notes on the reconciliation between the reclassified balance sheet and the statutory balance sheet: 
(*)  Includes all non-current liabilities except “Non-current borrowings”. 
 (**) Includes “Contract work in progress.” 
(***) Includes “Advances from customers”. 
(****) Includes “Income tax receivables, “Other current assets and “Derivative assets”, excluding “Income tax 

payables”, “Other current liabilities” and ”Derivative liabilities”. 
(*****) Includes the net amount of “Non-current assets held for sale” and “Liabilities directly connected with 

assets held for sale”. 

 

At 31 March 2009 the consolidated net capital invested came to €mil. 10,810, 

compared with €mil. 9,513 at 31 December 2008, for a net increase of €mil. 1,279. 
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More specifically, there was a €mil. 967 increase in net working capital (positive €mil. 

22 at 31 March 2009 compared with negative €mil. 945 at 31 December 2008) due 

mainly to the use of cash during the period (Free Operating Cash Flow) as described 

below. 

As to capital assets, there was an increase of €mil. 330 (€mil. 10,788 at 31 March 2009 

compared with €mil. 10,458 at 31 December 2008).  

 

**************** 

 

The Free Operating Cash Flow (FOCF) is to be analysed in the context of the period, 

and seasonal factors have to be taken into account. The balance between trade 

collections and payments reveals that payments are particularly higher than collections. 

At 31 March 2009, FOCF was negative (use of cash) in the amount of about €mil. 951 

compared with a negative €mil. 928 at 31 March 2008. Excluding DRS’s cash usage 

(€mil. 24), at 31 March 2009 FOCF is in line with the figure of the same period of 2008. 

 

In the first quarter of 2009, investment activities, needed for product development, were 

largely concentrated in the Aeronautics (51%), Defence Electronics and Security (12%) 

and Helicopters (20%) divisions. 

 

**************** 
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 For the three months ended  31 March 
 2009  2008  

     
Cash and cash equivalents at 1 January 2,297  1,607  
     
Gross cash flow from operating activities 407  257  
Changes in other operating assets and liabilities and 
provisions for risks and charges (*) (210)  (189)  
Funds From Operations (FFO)  197  68 
Changes in working capital (885)  (723)  
Cash flow generated from (used in) operating activities (688)  (655)  
     
Cash flow from ordinary investing activities (263)  (273)  
Free Operating Cash Flow (FOCF)  (951)  (928) 
     
Strategic operations (26)  187  
Change in other investing activities (**) (50)  (12)  
Cash flow generated from (used in) investing activities (339)  (98)  
     
Capital increases (2)  0  
Net change in borrowings (546)  (57)  
Cash flow generated from (used in) financing activities (548)  (57)  
     
Exchange gains/losses 7  (8)  
     
Cash and cash equivalents at 31 March 729  789  

 

(*) Includes the amounts of “change in other operating assets and liabilities”, “finance costs paid”, “income 
taxes paid” and “change in provisions for risks and charges”. 

(**) Includes “other investing activities”, dividends received from subsidiaries and loss coverage for 
subsidiaries. 

 
**************** 

 
Group net financial debt (payables higher than financial receivables and cash and cash 

equivalents) at 31 March 2009 came to €mil. 4,479 (€mil. 3,383 at 31 December 2008), 

a net increase of €mil. 1,096. 

The following graph shows the most significant movements that contributed to the 

change in net financial debt between the two periods being compared: 
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31 March 2009 - € millions 

4,479

3,383

Net financial debt

at 

31 Dec. 2008

FOCF Strategic

investments

Other Net financial debt

at 

31 Mar. 2009

951
11926

 

********** 

 

€ millions 31 Mar. 2009  31 Dec. 2008 

    
Short-term borrowings 260  1,144 

Medium/long-term borrowings 4,434  3,995 

Cash and cash equivalents (729)  (2,297) 

BANK DEBT AND BONDS 3,965  2,842 

    
Securities (1)  (1) 

Financial receivables from Group companies (44)  (26) 

Other financial receivables (565)  (653) 

FINANCIAL RECEIVABLES AND SECURITIES (610)  (680) 

    

Borrowings to related parties 653  652 

Other short-term borrowings 367  469 

Other medium/long-term borrowings 104  100 

OTHER BORROWINGS 1,124  1,221 

    

NET FINANCIAL DEBT (CASH) 4,479  3,383 
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Consistent with the approach adopted in the presentation of the accounts over the last 

few years, the net debt figure for March 2009 does not include the net fair value of 

derivatives at the date the accounts were closed (positive balance of €mil. 51).  

 
As already noted in the paragraph on the FOCF, the deterioration reported during the 

period confirms the traditional pattern of trade collections and payments, in which 

payments are higher than collections, with a greater usage of cash in operations, partly 

offset by reduced investment activities for the period. 

 
The net financial debt for the period includes €mil. 26 relating to the payment of costs 

associated with the acquisition of DRS, already recorded within trade payables in the 

2008 financial statements. 

 
Moreover, in January, the relevant Group companies made a second reimbursement 

payment of €mil. 80 (total initial debt of €mil. 389) to the Ministry for Economic 

Development (MED) as a result of the decisions made concerning the methods for 

complying with the scheduled repayment plans and the corresponding finance costs 

related to programmes funded by Law 808/1985. The first reimbursement payment of 

€mil. 297 was made in May 2008.  

 
In the first quarter of 2009, the Group made assignments of non-recourse receivables for 

a nominal amount of around €mil. 123. 

 
As regards the composition of the debt items, with particular regard to bank borrowings 

and bonds, which went from €mil. 2,842 at 31 December 2008 to €mil. 3,965 at 31 

March 2009, the main changes were as follows: 

 
• short-term borrowings fell from €mil. 1,144 at 31 December 2008 to €mil. 260 at 

31 March 2009, mainly due to the prepayment, for nearly the full amount, of the 

DRS bond issues (about €mil. 868). Although these bonds were set to mature in 

future years, the acquisition triggered the change of control clause requiring the 

accelerated  repayment of the principle (put option) in January 2009 (see the 

“Financial Transactions” section). The remaining portion of the bonds, 

amounting to about €mil. 23, was included among medium/long-term debt; 
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• medium/long-term borrowings rose from €mil. 3,995 at 31 December 2008 to 

€mil 4,434 at 31 March 2009, mainly due to the effect of the recognition, in 

addition to the remaining portion of the DRS bond issue mentioned above, of the 

following: 

 
- €mil. 250 resulting from the opening, in February 2009, of the bond issue 

placed on the financial market by Finmeccanica Finance at the end of 

2008; 

-  €mil. 149 resulting from the final disbursement under the Senior Term 

Loan Facility relating to the purchase of DRS; 

 
Also of importance is the fact that cash and cash equivalents fell due to the high use of 

cash through ordinary operations. Moreover, a portion of cash and cash equivalents was 

used for the reimbursement of the DRS bonds prepaid in January, as well as for the 

payment of €mil. 80 to the MED described above. 

 
The item “financial receivables and securities” equal to €mil. 610 (€mil. 680 at 31 

December 2008) includes the amount of €mil. 539 (€mil. 628 at 31 December 2008) in 

respect of the portion of financial receivables that the MBDA and Alcatel Alenia Space 

joint ventures hold vis-à-vis the other partners in implementation of existing treasury 

agreements. In accordance with the consolidation method used, these receivables, like all 

the other joint venture items, are included in the Group’s scope of consolidation on a 

proportionate basis. 

 
The item “borrowings to related parties” amounting to €mil. 653 (€mil. 652 at 31 

December 2008) includes the debt of €mil. 541 (€mil. 570 at 31 December 2008) of 

Group companies in the above joint ventures for the unconsolidated portion, and the debt 

of €mil. 95 (€mil. 62 at 31 December 2008) to the company Eurofighter, of which 

Alenia Aeronautica owns 21%. In regard to this, under a new treasury agreement signed 

in 2008, surplus cash and cash equivalents, when available, is now distributed among the 

partners. 
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As part of the centralisation of its financial operations, Finmeccanica has credit lines and 

guarantees to meet the Group needs. Specifically, it holds a medium-term revolving 

credit line of €mil. 1,200 agreed in 2004 with a pool of domestic and foreign banks 

(current maturity 2012). At 31 March 2009, this credit line was entirely unused. Also on 

that date Finmeccanica had additional short-term credit lines for cash amounting to 

around €mil. 966, of which €mil. 841 is unconfirmed and €mil. 125 is confirmed, that 

were also unused. There are also unconfirmed guarantees of around €mil. 1,710. 

 
Despite the existence of a still extremely volatile financial market as a result of the 

persisting crisis, during the period Finmeccanica pursued actions aimed at maintaining 

an average remaining life (currently about 5 years) consistent with its operating needs. 

This makes the Group’s financial structure more sound and compatible with medium and 

long-term financial returns for significant investments required to develop products.  By 

maintaining a stable financial and equity structure, the Group is able to keep steady 

control over its companies’ financial needs. 

 

************* 

 

Transactions with related parties 

 
Transactions with related parties concern activities in the ordinary course of business 

and are carried out at arm’s length (where they are not governed by specific contractual 

conditions), as is the settlement of interest-bearing payables and receivables. 

These mainly relate to the exchange of assets, the performance of services and the 

generation and use of net cash from and to associated companies, held under common 

control (joint ventures), consortia, and unconsolidated subsidiaries. 

The section “Analysis of the balance sheet and income statement at 31 March 2009” 

contains a summary of income statement and balance sheet balances attributable to 

transactions with related parties, as well as the percentage impact of these transactions 

on the respective total balances.  

 

************* 
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CONSOB – Market Regulation, Art. 36. 

 
In accordance with CONSOB provisions contained in the Market Regulation and 

specifically Art. 36 of Resolution no. 16191/2007, Finmeccanica completed the 

assessment relating to the US group DRS Technologies (acquired on 22 October 2008) 

as well as the other subsidiaries, established and regulated under the laws of non-

European Union countries, that were deemed material based on the criteria provided 

under Art. 151 of the Issuers Regulation adopted through CONSOB Resolution no. 

11971/1999. 

 

These assessments revealed the existence of an adequate administrative and accounting 

system, as well as compliance with the other conditions provided under Art. 36, with 

regard to the non-EU foreign subsidiaries (DRS Sustainment Systems Inc, DRS 

Technical Services Inc, DRS Sensors & Targeting Systems Inc, Agusta Aerospace Corp. 

USA and AgustaWestland Bell LLC) identified under the aforementioned law and in 

accordance with the measures provided by their respective legal systems. 
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 “Non-GAAP” performance indicators 

Finmeccanica’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, adjusted EBITA is used as the primary indicator of profitability, since it 

allows us to analyse the Group’s marginality by eliminating the impact of the volatility 

associated with non-recurring items or items unrelated to ordinary operations. 

As required by Communication CESR/05-178b, below is a description of the components 

of each of these indicators: 

� EBIT : i.e. earnings before interest and taxes, with no adjustments. EBIT also does 

not include costs and income resulting from the management of unconsolidated 

equity investments and other securities, nor the results of any sales of consolidated 

shareholdings, which are classified on the financial statements either as “finance 

income and costs” or, for the results of equity investments accounted for with the 

equity method, under “effect of the accounting for equity investments with the equity 

method” .  

 

� Adjusted EBITA: It is arrived at by eliminating from EBIT (as defined above) the 

following items: 

- any impairment in goodwill; 

- amortisation of the portion of the purchase price allocated to intangible assets in 

relation to business combinations, as required by IFRS 3; 

- reorganization costs that are a part of significant, defined plans; 

- other exceptional costs or income, i.e. connected to particularly significant events 

that are not related to the ordinary performance of the business. 

 

Adjusted EBITA is then used to calculate return on sales (ROS) and return on 

investment (ROI), which is calculated as the ratio of adjusted EBITA to the average 

value of capital invested during the two periods being compared, net of investments 

in STM and Avio.  
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A reconciliation of EBIT and adjusted EBITA for the periods concerned is shown 

below: 

 

 31 March 2009 

 Helicopters Defence 
Electronics 

and 
Security  

Aeronau-
tics 

Space Defence 
Systems 

Energy Transportation Other 
Activities 

Total 

€ million          

Earnings before income 
taxes, net financial income 
and costs and share of 
results of equity accounted 
investments (EBIT) 

 
 
 
 
 

72 

 
 
 
 
 

89 

 
 
 
 
 

22 

 
 
 
 
 

(1) 

 
 
 
 
 

10 

 
 
 
 
 

31 

 
 
 
 
 

27 

 
 
 
 
 

(34) 

 
 
 
 
 

216 

Amortisation of intangible 
assets acquired through a 
business combination 

 
 
 

2 

 
 
 

20 

 
 
 
 

 
 
 
 

 
 
 

1 

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 

23 
Restructuring costs  1     2  3 

Adjusted EBITA 74 110 22 (1) 11 31 29 (34) 242 

 
 
 31 March 2008 

 Helicopte
rs 

Defence 
Electronics 

and 
Security  

Aeronau-
tics 

Space Defence 
Systems 

Energy Transport
ation 

Other 
Activiti

es 

Total 

€ million          

Earnings before income 
taxes, net financial income 
and costs and share of results 
of equity accounted 
investments (EBIT) 

 
 
 
 
 

83 

 
 
 
 
 

18 

 
 
 
 
 

19 

 
 
 
 
 

3 

 
 
 
 
 

13 

 
 
 
 
 

14 

 
 
 
 
 

18 

 
 
 
 
 

(45) 

 
 
 
 
 

123 

Amortisation of intangible 
assets acquired through a 
business combination 

 
 
 

2 

 
 
 

3 

 
 
 
 

 
 
 
 

 
 
 

1 

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 

6 
Restructuring costs     4    4 

Adjusted EBITA 85 21 19 3 18 14 18 (45) 133 

 

� Adjusted net profit: This is arrived at by eliminating from net profits the positive and 

negative components of income that are the effects of events that, due to their scale 

and departure from the Group’s usual performance, are treated as extraordinary. 

The reconciliation of net profit and adjusted net profit for the periods concerned is 

shown below: 
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For the three months ended 31 

March 

€ million 2009  2008  Section 
      
Net profit 108  126   
Net gain on sale of STM shares -  (56)  4 

      
 
Adjusted earnings before taxes 108  70   

      
Tax effect of the adjustments -  2  4 

      

Adjusted net profit 108  72   

 

This adjusted net profit is used to calculate return on equity (ROE), which is based on 

the average value of equity for the two periods being compared. 

 

� Free Operating Cash Flow (FOCF): This is the sum of the cash flow generated by 

(used in) operating activities and the cash flow generated by (used in) 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”. The 

calculation of FOCF for the periods concerned is presented in the reclassified 

statement of cash flows shown in the previous section. 

 

� Funds From Operations (FFO): This is cash flow generated by (used in) operating 

activities net of changes in working capital (as described under Section 26) The 

calculation of FFO for the periods concerned is presented in the reclassified 

statement of cash flows shown in the previous section. 

 

� Economic Value Added (EVA): This is calculated as adjusted EBITA net of taxes 

and the cost (comparing like-for-like in terms of consolidated companies) of the 

average value of invested capital (excluding the investments in STM and Avio) for 

the two periods concerned and measured on a weighted-average cost of capital 

(WACC) basis.  

 



 24 

� Working capital: this includes trade receivables and payables, contract work in 

progress and advances received. 

 

� Net working capital: this is equal to working capital less current provisions for risks 

and charges and other current assets and liabilities. 

 

� Net capital invested: this is the algebraic sum of non-current assets, non-current 

liabilities and net working capital. 

 

� Net financial debt: the calculation model complies with that provided in Paragraph 

127 of Recommendation CESR/05-054b implementing EC Regulation 809/2004. For 

details on its composition, refer to Section 23 of the notes. 

 

� Research and development spending: 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. These costs may be 

partly or entirely reimbursed by customers, funded by public institutions through 

grants or other incentives under law or, lastly, be borne by the Group. From an 

accounting standpoint, R&D costs can be categorised differently as indicated below: 

 

- if they are reimbursed by the customer pursuant to a contract, they are classified 

under “work in progress”; 

- if they relate to research - or if they are at a stage at which it is not possible to 

demonstrate that the activity will generate future economic benefits - these costs 

are taken to profit or loss in the period incurred; 

- finally, if these costs relate to a development activity for which the technical 

feasibility, the capability and the willingness to see the project through to the 

end, as well as the existence of a potential market for generating future 

economic benefits can be shown, they are capitalised under “Intangible assets”. 

In the case in which a grant is given towards these expenses, the carrying value 

of the intangible assets is reduced by the amount received or to be received. 
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� New orders: this is the sum of contracts signed with customers during the period that 

satisfy the requirements for being recorded in the order book. 

 

� Order backlog: this figure is the difference between new orders and invoiced orders 

(income statement) during the reference period, excluding the change in contract 

work in progress. This difference is added to the backlog for the preceding period. 

 

� Workforce: the number of employees reported on the last day of the period. 
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Performance by division 

HELICOPTERS 

 

 

Finmeccanica, through the AgustaWestland NV group, is a world leader in the civil 

and military helicopter industry. 

 

Total volume of new orders at 31 March 2009 came to €mil. 702, a 12% decrease 

from the first quarter of 2008 (€mil. 795), and breaks down in 59% for helicopters 

(new helicopters and upgrading) and 41% for support (spare parts and inspections). 

The helicopter segment fell from the first quarter of 2008, both in absolute and 

percentage terms, as a result of the financial crisis, the negative effects of which are 

beginning to be felt even in the helicopter industry, especially the commercial segment 

(civil and government). By contrast, product support has expanded, with a sizable 

increase of €mil. 160 over the same period of last year.   

The most important new orders received in the military segment were: 

 

• the order from the UK Ministry of Defence for 12 Lynx Mk 9 helicopters, a 

variant of the Super Lynx helicopter used by the UK armed forces, in order to 

€ millions 31 Mar. 2009 31 Mar. 2008 31 Dec. 2008 

New orders 702 795 5,078 
Order backlog 10,513 8,679 10,481 

Revenues 756 713 3,035 

Adjusted EBITA 74 85 353 

ROS 9.8% 11.9% 11.6% 

Research & Development 79 62 273 

Workforce (no.) 10,340 9,954 10,289 




