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The results for the 1st half of Fiscal 2020 was severely affected by the global 
pandemic of COVID-19. The production bases around the world were forced to 
suspend operations in April and May, but since June, all of them have resumed 
operations and the production has been on a moderate recovery path. 
However, the business environment remained challenging, and in the end, sales 
from the automotive systems business amounted to 54.7 billion yen 
(consolidated total of 55.4 billion yen), a significant decline of 31% year-on-
year. The overall consolidated sales decline of 57% includes the impact of the 
transfer of the retail store systems business and the vehicle sales businesses 
conducted in Fiscal 2019. 

We were successful in reducing the expenditures by carrying out the 
improvements including the structural reform activities, such as the 
management of production capacity, voluntary retirement, etc. in Fiscal 2019, 
and the additional fixed cost reduction by which we intended to offset the 
adverse effects of COVID-19 pandemic. However, the effects of those 
improvements were not sufficient to cancel out the impacts of lower sales. As a 
result, the operating income decreased by 8.0 billion yen year-on-year to a loss 
of 7.8 billion yen.

We filed for the Turnaround ADR Procedures on June 30th, 2020, and are 
currently formulating a business revitalization plan in consultation with our 
financial institutions. The consolidated earnings forecast is yet to be determined 
because the contents of plan are expected to strongly affect the business 
performance of Sanden group. 
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Vehicle production had drastically fallen in the world since the start of COVID-19 spread, 
especially in Europe where the drop even reached 30 to nearly 40 percent.
Vehicle production has recently been on a recovery trend, but the rapid recovery has begun to 
show signs of slowing down. Reports suggest that vehicle production will continue to experience 
ups and downs.

[The production facilities of Sanden group ]
Although the capacity utilization temporarily declined due to the impact of COVID-19 spread, all 
the production facilities of Sanden group around the world are now operating at normal levels.  
The operational status of each region from April to September is as follows.
▪ Japan: After suspending operations in the period from late April to early May, the factory ran 
operations with 4 on 3 off schedule up to the end of June.
▪ Europe: All the factories stopped operations in late March. The French factory resumed 
operations in mid-May, and the Polish factory in June.
▪ Americas: The factories in the Americas suspended operations in early April and mid-April, 
and resumed in late April. Then they suspended operations on some production lines in the 
period from June to August to meet demand decline.
▪ Asia: The factories in many countries suspended operations in the period from April to mid-
May, and gradually resumed thereafter. The Indonesian factory suspended operations for a week 
in July to adjust supply and demand.
▪ China: All the factories suspended operations for about 2 weeks in January and February 
around the time of Chun Jie. They have been being in normal operation since April.  

[Sales of Sanden group]
In the Chinese region, sales in some months exceeded 120% compared to those of the previous 
year. In the European region, September sales returned to the same level as last year, and the 
capacity utilization has been returning to normal. Sales in Japan, Americas, and Asia also 
experienced the worst of downturn in April and May, but is on a recovery trend now.
However, the situation in Europe is unpredictable because of COVID-19 resurgence. We will 
continue to monitor the situation closely to see if the recovery trend continues.
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Performance for the 2nd Quarter Cumulative Period of Fiscal 2020 

Net sales and operating income decreased from a year earlier. Net sales were 
55.4 billion yen, operating loss was 7.8 billion yen, ordinary loss was 12.9 billion 
yen, and net loss attributable to owners of parent was 13.5 billion yen.
The major causes of net sales decline of 72.6 billion yen are as follows.
(1) Transfer of stocks of Sanden Retail Systems Corporation and its related 
companies, which was conducted on October 1st, 2019.
(2) Sales decline due to the global pandemic of COVID-19.
(3) Transfer of stocks of Honda Cars Takasaki, which was conducted on 
February 1st, 2020.

Operating income decreased substantially despite our efforts to reduce fixed 
costs. Such a decrease was due mainly to the sales decline mentioned earlier. 
Ordinary income was significantly deteriorated by the foreign exchange losses 
and the deterioration in equity in earnings of the related companies as well as 
the deterioration in operating income. 
Net loss attributable to owners of parent was 13.5 billion yen because of the 
ordinary loss mentioned above and the reclassification of fixed costs of the 
production factories that suspended operations due to the spread of COVID-19 
in the 1st quarter to an extraordinary loss.
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Segmental breakdown of net sales and operating income.

Net sales from the automotive systems business were 54.7 billion yen, down by 
24.9 billion yen year-on-year. All the stocks relating to the retail store systems 
business were transferred on October 1st, 2020. As a result, net sales from the 
relevant business decreased by 43.2 billion yen year-on-year.
Net sales from other business were 0.7 billion yen, down by 4.5 billion yen 
year-on-year, due mainly to the transfer of automobile sales business, which 
was conducted on February 1st, 2020.

Operating income decreased due to the decline in sales from the automotive 
systems business. 
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Regional Sales - Automotive Systems Business 

In the European region, sales significantly declined due to the plant shutdown 
caused by COVID-19 infection spread that had become serious in March. The 
French factory resumed operations in mid-May and the Polish factory in June 
respectively. Sales are on a track to recovery in the 2nd quarter, especially for 
electric compressors. 
Almost all of our Asian business locations were forced to suspend operations in 
the period from April to May. Even after resumption of operations in June and 
thereafter, there were instabilities in production, such as the temporary 
shutdown at the Indonesian factory in July and the temporary curtailing of 
operations in Philippine and other countries. Sales declined significantly       as a 
result.
In the Japanese and American regions, sales have been on a recovery track 
since August despite a significant decline in overall sales for the 1st half of Fiscal 
2020 due to the production adjustment resulting from COVID-19 infection 
spread. 
Demand in the Chinese region is recovering faster than in other regions and has 
been relatively strong since April. 
The financial results for the period from January to June are reflected as the 
performance for the 2nd quarter cumulative period of Fiscal 2020 since the 
account closing month of consolidated subsidiaries and equity-method affiliates 
in China is December. Sales declined due to COVID-19 infection spread that 
occurred in the period from January to March.
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Cause analysis for operating loss

Operating loss was 7.8 billion yen, down by 8.0 billion yen year-on-year.
Although we failed to cancel out the amount of price reduction with cost 
reduction because the activities relating to cost reduction did not progress as 
planned, our efforts of the structural reforms in the previous fiscal year surely 
strengthened our earnings structure. Despite our increased efforts to improve 
the fixed costs, however, operating loss finally amounted to 7.8 billion yen due 
to profit decline resulting from a significant decline in sales and the impacts of 
the transfer of the retail store systems business and the vehicle sales business 
conducted in the previous fiscal year. 
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Consolidated balance sheet as of the end of September, 2020

Total assets decreased by 23.2 billion yen from the end of March 2020 to 164.4 
billion yen, mainly due to a decrease in account receivables resulting from a 
decline in sales and our increased efforts to collect receivables and reduce 
inventories.
In addition, we have responded to the deficit funds by COVID-19 infection by 
improving working capital and reversing cash on hand, and we are not until 
currently using pre-DIP finance, and interest-bearing debt remains almost flat.
Net assets decreased by 11.7 billion yen to 11.0 billion until currently yen due 
to a deterioration in earnings, and equity capital decreased by 11.2 billion yen 
to 9.6 billion yen.
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Consolidated cash flow

Cash and cash equivalents at the end of the 1st half were 17.6 billion yen, 
down by 7.7 billion yen from the end of the previous year.
Despite the working capital improvement effects produced by forcefully 
promoting debt collection and inventory reduction, operating cash flow 
decreased by 3.8 billion yen due to the significant impact of lower profits. 
The amount of capital investment decreased to 2.9 billion yen as a consequence 
of revision in the capital investment plan at the business locations across the 
world. As a result, investing cash flow decreased by 2.3 billion yen, and cash 
used in investing activities decreased by 4.9 billion yen year-on-year. 
Thus a decrease in free cash flow could be limited to 5.4 billion yen.
A decrease in financial cash flow was limited to 0.1 billion yen due to the 
suspension of debt repayments from the companies subject to the Turnaround 
ADR Procedures. 
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The full-year earnings forecast for Fiscal 2020 is yet to be determined.

The economy was worsened by COVID-19 infection spread, but is expected to 
recover in the 2nd half of Fiscal 2020 according to the forecasts. However, 
major European countries have started imposing lockdown measures once 
again over COVID-19 resurgence. We recognize that the risk is increasing again, 
and believe that the future still remains uncertain.
In addition, Sanden Holdings and its relevant subsidiaries are proceeding with 
the Turnaround ADR Procedures and are in the process of developing a business 
revitalization plan for resolution at the 3rd creditors’ meeting. Since it is difficult 
to reasonably estimate the impact of this plan on our business performance, the 
full-year earnings forecast is yet to be determined.
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