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Letter to the Stakeholders

Dear Stakeholders,

As we believe you already know, SECO is a solid industrial group that has long 

been operating successfully in the field of high-tech in the miniaturisation of 

computers and the Internet of Things (IoT).

In a market characterised by a profound evolution and significant growth, we 

have always stood out for the innovative and customised solutions we guarantee 

to our customers.

The progressive advent of new technologies such as cloud, artificial intelligence 

and 5G started a digital transformation of objects, production lines and business 

models: a huge opportunity for the SECO Group , which over the years has 

developed all the skills and knowledge required to become a driver of this change.

The desire to build a leading Italian industrial group in the IoT technology sector 

is the basis for the decision to accelerate the Group’s dimensional growth and 

its internationalisation, elements that have characterised our activities in the 

last year.

2019 was a year packed with events for SECO: indeed, in March the new Arezzo 

headquarters became fully operational, about 9,000 square metres built to the 

highest standards of innovation and energy efficiency. The plant, which has 

already hosted customers and partners from all over the world, is on the verge 

of ISO 14001 certification.

We have accelerated investments in production processes based on the principles 

of lean production and make-to-stock at all locations to guarantee increasingly 

short delivery times to our customers.

During the course of the year, we also continued the process of group 

managerialisation. In order to manage the various areas of the company, we 

selected a team of managers, most of whom were chosen internally, who have 

been involved in a process of personal and professional growth, linking part of 

their compensation to the Group’s performance.

We also considered it important to equip the company with the most advanced 

control systems, thereby investing in a digital transformation process, successfully 

completing the installation of SAP 4Hana (ERP).

From a product development point of view, during 2019 SECO continued to 

innovate its hardware solutions portfolio by launching over 15 new products on 

the market, thereby guaranteeing to customers that the Group remained at the 

forefront of new digital technologies. In this regard, a special mention goes to 
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EDGEHOG, a new generation software platform that places SECO at the cutting-

edge of Industrial IoT solutions.

Regarding internationalisation, we would like to underline two important events: 

the acquisition of Fannal Electronics, a Chinese company that operates in the 

market of human-machine interaction technologies, focussing on high-quality 

touch screen products, and that of InHand Electronics, a US company specialising 

in low power embedded solutions and software for portable device manufacturers 

(OEM), IoT and wireless devices. Both transactions will allow SECO to strengthen 

its position on important foreign markets like China and the United States, areas 

that we consider strategic for the growth and future of the Group.

These efforts bring great satisfaction to the Group as a whole.. Pro-forma 

turnover grew by 34% in 2018 to 73 million Euro with a gross operating margin 

of 11.5 million Euro and a 16% incidence on turnover.

Looking to the future, let’s start from our past: SECO turned 40 years old in 

2019! Since 1979, driven by our passion, we have pushed ourselves in search of 

solutions that are ahead of their time, focusing on our creativity. We have grown 

steadily, one step at a time, continuing to reinvest our profits in the company 

and strengthening all areas, particularly product research and development.

More than 30% of our staff is now employed in R&D functions and consists of 

highly skilled engineers.

We therefore expect the future to reward our efforts by the commitment and 

willingness to always push ourselves beyond our limits. We can be confident:

we started 2020 with an order backlog of over 30% on the previous year and, 

despite the short-term uncertainties characterised by the spread of Covid-19, 

we are convinced that 2020 will represent another year of significant growth 

for SECO.

Last, but not least, let’s tackle a topic that we in SECO hold in high regard:

Corporate Social Responsibility. In light of the continuous changes in the business 

context, SECO is committed to continuously assessing its environmental impact, 

demonstrating that each of its Stakeholders, and not just its shareholders, is 

central to SECO’s world. We mirror our people and our territory; therefore we 

feel compelled to be responsible for every ESG issue.

After all, technological advances have always gone hand in hand with improvements 

in people’s living conditions. Similarly, we are convinced that the changes brought 

by digital transformation will better the quality of life for each of us. Even now, a 

large part of our products is used in the medical field and in people’s wellbeing, 

directly contributing to the benefits that technological advances have and 

continue to generate.

For all these reasons, we are pleased to attach SECO Group’s first sustainability 

report, prepared on the basis of acknowledged international guidelines, the GRI 

standards, to 2019’s financial statements. This report aims to demonstrate our 

aspiration to progressively achieve a strategic understanding of the impacts 

associated with all the Group’s activities.

In the coming years, we plan to continue this growth, taking advantage of all 

the opportunities that will arise, with a continuous commitment to increasingly 

integrate sustainability into our business strategy, in order to improve our impact 

on all our Stakeholders. 

Let’s build our tomorrow today.

Daniele Conti e Massimo Mauri

(Chairman and CEO)
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1| Consolidated balance sheet

31/12/2019 31/12/2018

Consolidated Balance Sheet
Assets 

B) Fixed assets 

I - Intangible fixed assets

1) installation and expansion costs  684.767  14.787 

2) development costs  1.998.143  683.513 

3) ) industrial patents and intellectual 
property rights 

 1.426.211  988.951 

4) concessions, licenses, trademarks 
and similar rights

 14.386  30.239 

5) goodwill  1.996.982 

6) intangible assets under construction  4.358.175  3.616.871 

7) other intangible assets  158.832  110.088 

Total intangible assets  10.637.496  5.444.449 

II - Tangible fixed assets

1) land and buildings  4.612.627  1.363.600 

2) plants and machinery  8.369.187  2.401.530 

3) industrial and commercial 
equipment

 343.433  142.740 

4) other tangible assets  1.051.585  641.167 

5) fixed assets under construction and 
advances to customers 

 -    7.206.373 

Total tangible fixed assets  14.376.831  11.755.410 

III - Fixed financial assets 

1) Investments in

a) Subsidiaries         159.397  306.481 

b) Affiliated companies  64.750  64.750 

d-bis) other companies                           134.684  132.141 

Total investments  358.831  503.372 

4) Derivatives  39.768  129.862 

Total financial fixed assets  398.599  633.234 

Total fixed assets (B)  25.412.926  17.833.093 1
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C) Current assets

I - Inventories

1)  raw materials, ancillary materials and 
consumables 

 19.823.918  10.190.453 

2)  work in progress and Semi-finished 
goods

 2.918.948  6.253.166 

4) finished products and goods  3.579.457  2.042.080 

5) pre-payments  488.290  1.194.700 

Total inventories  26.810.613  19.680.399 

II - Receivables

1) from customers

due within the next financial year 19.128.914  18.495.778 

Total receivables from customers 19.128.914  18.495.778 

2) from subsidiaries 

due within the next financial year 64.227  33.288 

Total receivables from 
subsidiaries

64.227  33.288 

3) from affiliated companies 

due within the next financial year  87.240  87.240 

Total receivables from affiliated 
companies

 87.240  87.240 

5-bis) tax receivables

due within the next financial year  6.738.993  8.052.763 

Total tax receivables  6.738.993  8.052.763 

5-ter) prepaid taxes

due within the next financial year  145.362  197.680 

due beyond the next financial year  35.660  -   

Total prepaid taxes  181.023  197.680 

5-quater) towards others

due within the next financial year  384.055  40.688 

due beyond the next financial year  118.465  124.856 

Total receivables towards others  502.520  165.544 

Total receivables 26.702.917  27.032.293 

IV - Cash and cash equivalents

1) bank deposits  17.353.691  14.091.124 

1) cheques  2.220  -   

3) cash  12.192  10.233 

Total cash and cash equivalents  17.368.103  14.101.357 

Total current assets (C) 70.881.633  60.814.049 

D) Accruals and deferrals  423.325  412.291 

Total assets 96.717.884  79.059.433 

Liabilities

A) Equity of the Group

I - Share Capital  763.439  763.439 

II - Share premium reserve  14.784.767  14.784.767 

III - Revaluation reserves  637.723  637.723 

IV - Legal reserves  289.495  116.442 

 VI - Other reserves, separately indicated 

Extraordinary reserve 11.046.968  9.139.482 

Reserve for unrealised profit on foreign 
currency transactions

 200.383 

 Consolidation reserve  6.525.835  5.568.247 

Various other reserves  -    35.847 

Total other reserves 17.572.802  14.943.959 

VII - Reserve for hedging operations of 
expected cash flows

 (110.400)  (56.271)

IX - Profit (loss) for the year  4.633.751  4.355.986 

Total Group equity 38.571.577  35.546.045 

Third parties’ share capital and 
reserves

5.416.984

Third parties’ profit (loss) 540.747 

Total net equity 44.529.309  35.546.045 

B) Provisions for risks and charges

1) for pension liabilities and similar 
obligations 

 446.334  366.334 

2) for taxes, including deferred taxes                      52.817  98.176 

3) Derivatives  -    11.266 

4) others   102.359  150.512 

Total provisions for risks and charges  601.510  626.288 

C) Severance indemnity  1.552.238  1.400.568 

D) Payables

4) payables to banks  

due within the next financial year  14.154.331  9.964.066 

due beyond the next financial year  15.058.081  11.443.427 

Total payables to banks  29.212.412  21.407.493 

5) payables to other lenders

due within the next financial year  332.545  30.681 

due beyond the next financial year  17.273  17.273 

Total payables to other lenders  349.818  47.954 

6) prepayments  

due by the next financial year 233.868  187.691 

Total prepayments 233.868  187.691 

7) payables to suppliers 

due within the following financial year 14.753.193  15.118.344 

Total payables to suppliers 14.753.193  15.118.344 

9) payables to subsidiaries 

due within the following financial year  82.315  1.746 

Total payables to subsidiaries  82.315  1.746 

10) payables to affiliated companies 
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due by the following financial year 21.923

Total payables to affiliated companies 21.923  -   

12) Tax payables 

due within the following financial year  2.416.044  2.229.725 

Total tax payables   2.416.044  2.229.725 

13) payables to social security institutions

due beyond the following financial 
year

 522.516  437.127 

Total payables to social security 
institutions 

 522.516  437.127 

14) other payables 

due within the following financial year  2.267.402  1.997.939 

due beyond the following financial 
year

 7.500  7.500 

Total other payables  2.274.902  2.005.439 

Total payables 49.866.990  41.435.519 

E) Accruals and deferrals  167.837  51.013 

Total liabilities 96.717.884  79.059.433 
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2| Consolidated profit and loss account

 31/12/2019 31/12/2018

Consolidated Profit and loss account
A) Production value 

1) revenues from sale of goods and 
rendering of services

 64.973.429  54.464.435 

2) changes in inventories of work in 
progress, semi-finished and finished 
goods 

 (3.378.681)  773.155 

4) internally generated Fixed assets  2.992.075  1.923.106 

5) other revenues

operating grants  161.124  221.146 

Others 579.963  268.011 

Total other revenues  741.084  489.157 

Total production value 65.327.910  57.649.853 

B) Production costs 

6) for raw material, ancillaries, 
consumables and goods

 43.150.514 34.413.116 

7) for services  7.321.729 6.512.154 

8) for use of third-party assets  355.176 358.093 

9) for personnel

a) salaries and wages  9.197.492  6.788.103 

b) social charges  2.266.624  1.780.683 

c) severance indemnity  520.454  431.905 

e) other costs  836.153  630.661 

Total personnel costs  12.820.723  9.631.352 

 10) Amortisation, depreciation and write-offs  

a) amortisation of intangible 
assets

 1.446.065  464.366 

b) depreciation of tangible assets  1.786.573  1.208.617 

d) write-offs of receivables 
included in current assets and 
cash

 114.511  69.524 

 Total amortization, depreciation 
and write-offs

 3.347.149  1.742.507 2
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11) changes in inventories of raw 
materials, ancillaries, consumables 
and goods

 (10.470.811)  (2.894.711)

14) other operating expenses 1.210.121  988.411 

Total production costs 57.734.601  50.750.922 

Difference between production value 
and  costs (A - B)

7.593.309  6.898.931 

C) Financial revenue

16) other financial income

d) other financial income   

others  25.548  20.559 

Total other financial income   25.548  20.559 

Total other financial income  25.548  20.559 

17) interest and other financial expenses

others  415.688  443.845 

Total interest other financial 
expenses

 415.688  443.845 

17-bis) profit and loss on foreign 
currency translation

 (97.502)  (317.258)

Total financial revenue and charges 
(15 + 1 - 17 + - 17 - bis) 

 (487.642)  (740.544)

D) Adjustments to the carrying value of financial assets and liabilities

18) revaluations   
a) of shares  14.787  29.562 

Total revaluations  14.787  29.562 

19) Write-offs   

a) of shares  -    107.724 

Total wrtite-offs  -    107.724 

Total adjustments to the carrying value of 
financial assets and liabilities  (18 - 19) 

 14.787  (78.162)

Pre-tax profit (A - B + - C + - D) 7.120.454  6.080.225 

20) Current, deferred and prepaid income tax for the financial year

Current tax  1.941.818  1.864.040 

taxes relative to previous financial 
years

 (25.082)

Deferred and prepaid tax  4.138  (114.719)

Total current, deferred and prepaid 
income tax in the financial year 

 1.945.956  1.724.239 

21) Consolidated profit (loss) 5.174.497  4.355.986 

Group’s profit 4.663.750  4.355.986 

Third-parties’ profit  540.747  -   



20| Consolidated cash flow statement 21| Consolidated cash flow statement

3| Consolidated cash flow statement

 31/12/2019 31/12/2018

Consolidated cash flow statement, indirect method

A) Financial flows derived from operating activities (indirect method)

Profit (loss) for the year 5.174.497  4.355.986 

Income taxes 1.945.956  1.724.239 

Financial income/(charges)  485.642  640.158 

(Gains)/Losses from the sale of 
assets

-  (6.815)

1) Profit (loss) in the financial year 
pre-income tax, interest, dividends and 
gains/losses from the sale of assets

 7.608.096  6.713.568 

Adjustments for non-monetary items not included as net working capital

Allocation to provisions  520.454  536.072 

Depreciation of fixed assets  3.232.638  1.672.983 

Devaluations for lasting losses in 
value 

(14.787)  78.162 

Other adjustments for increases/
(decreases) for non-monetary 
elements  

 349.146  85.053 

2) Cash flow before variances in net 
working capital 

11.695.548  9.085.838 

Variances in net working capital  

Decrease/(Increase) of inventories (7.130.214)  (4.413.527)

Decrease/(Increase) of receivables 
from customers 

(633.136)  (1.988.313)

Decrease/(Increase) of payables to 
suppliers

(318.974)  3.523.250 

Decrease/(Increase) of accruals and 
deferrals - assets  

(11.034)  (137.814)

Increase/(Decrease) of accruals and 
deferrals - liabilities 

116.824  (8.874)

Other decreases/(other increases) of 
net working capital items

1.419.856  (2.111.407)

3) Cash flow after variances in net 
working capital

(6.556.678)  (5.136.685)

Other adjustments3
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Interest collected/(paid) (487.642)  (427.824)

Paid income tax (1.759.637)  (1.678.702)

Use of funds (99.724)  (250.286)

Other collections (payments) (393.562)  (264.222)

Cash flow after other adjustments (2.740.566)  (2.621.034)

Cash flow for operating activities (A) 2.389.304  1.328.119 

B) Cash flow from investment activities

Tangible fixed assets (4.407.995)  (5.882.690)

(Investments) (4.407.995)  6.815 

Disposals - -

Intangible fixed assets (6.639.111)  (3.524.679)

(Investments) (6.639.111)  (3.524.679)

Disposals - -

Financial fixed assets  0  (413.400)

(Investments)  0  (413.400)

Disposals - -

Current Financial assets - - 

(Investments) - -

Disposals -  511.290 

Cash flow from investment activities (B) (11.047.106)  (9.318.622)

C) Cash flow derived from financing activities

 Third-party funds

Increase/(Decrease) in short-term 
payables to banks

 3.939.155  2.290.478 

Opening of loans  13.242.437  5.448.353 

Loan repayments (9.074.809)  (646.149)

Third-party capital and provisions  5.416.984  -   

Own funds

Paid increase in capital  -    10.000.210 

Sale (purchase) of own shares - -

Variation of reserve for hedging 
operations of expected cash flows

(54.129) -

Dividends (and prepayments on 
dividends) paid

-  (3.000.000)

Other variances in net equity (1.554.090) -

Cash flow from financing activities (C)  11.915.548  14.092.892 

Increase (decrease) in cash  
(A + B + C) 

 3.266.745  6.102.389 

Effect on exchange rates on cash - -

Cash at 1 January  14.101.357  7.998.968 

Cash at 31 December 17.368.103  14.101.357 
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4| Explanatory notes 

4.1| Introduction

Dear Shareholders,

the draft consolidated balance sheet closed at 31/12/2019, which is submitted for your 

examination, together with these explanatory notes, which are an integral thereof, shows a 

profit of 5.174.497 Euros.

Having said that, we provide you below with the data and indications, in compliance with 

current legislation.

4.1.1| Business activities undertaken and significant facts 
about the Group

The 2019 financial year was fundamental for laying the foundations for the Group’s new 

industrial structure and for strengthening its international presence.

The American and Far East markets are considered fundamental guidelines for the growth 

of the Group, and it is precisely in this direction that the two new acquisitions made during 

the year were focused.

In the second quarter of 2019, the purchase of 55% of FANNAL ELECTRONICS CO. LTD 

was finalised. Fannal is a company based in Hangzhou (People’s Republic of China) 

operating in the market of human-machine interaction technologies and specialised in 

the production of touch screens. This transaction allowed SECO to make an important 

transition in its value proposition, further strengthening the Group’s position as a supplier 

of integrated systems and ever increasing added value for its customers.

Furthermore, the acquisition of Fannal allowed the Group to significantly strengthen its 

presence in the Asian markets, and was carried out with the financial support of SIMEST 

S.p.A. This transaction was completed through a co-investment by the latter in SECO ASIA 

Limited, a joint venture incorporated in Hong Kong on 20 March 2019, which will act as 

the sub-holding of the Group’s subsidiaries in Asia.4



26| Explanatory notes 27| Explanatory notes

On October 17th 2019, a share purchase agreement was also signed for INHAND ELECTRONICS, 

INC., a company based in Rockville, Maryland (USA) specialised in the design and 

production of embedded systems mainly for the military, medical and industrial sectors. 

The transaction was carried out through the subsidiary SECO USA Inc., which acquired 

100% of the share capital of InHand Electronics.

This transaction, completed on 25 February 2020, will allow the Group to significantly 

expand its presence in the North American market, serving important customers operating 

in highly attractive sectors and allowing SECO to have, also at local level, a commercial 

and structured organisation capable of responding promptly to the significant growth 

opportunities in the area.

On 31 July 2019, the gaming branch of the Group’s company PSM S.r.l. was carved out 

into the subsidiary PSM Tech S.r.l.

4.1.2| Formation criteria

The consolidated annual report at 31 December 2019 of the SECO Group (hereinafter the 

“Group”) was drafted in accordance with the provisions contained in Legislative Decree no. 127 

of 9 April 1991: these financial statements were drafted in compliance with article 2426 of the 

Italian Civil Code, taking into account the provisions of the Accounting Principles issued by the 

Italian Accounting Body (O.I.C.) and, in case of absence, the principles issued by the I.A.S.B. - 

International Accounting Standards Board, to the extent that they are compatible with the law.

The consolidated financial statements closed at 31 December 2019 include the balance sheet, 

profit and loss account, cash flow statement and explanatory notes.

The information in the Explanatory Notes relating to the items in the Balance Sheet and Profit 

and Loss account are submitted in the order in which the related items are indicated in the 

Balance Sheet and in the Profit and Loss account. These Explanatory Notes aim to provide 

the illustration, analysis and, in some cases, an integration of the financial statements data and 

contain the information required by article 2427 of the Italian Civil Code, which are in line with the 

regulatory changes introduced by Legislative Decree 139/15 and with the accounting principles 

recommended by the National Council of Chartered Accountants and Accountants.

The valuation of the items was carried out with a view to continuing the Group’s business; the 

principle of prudence and competence was followed, as well as taking into account the substance 

of the transaction or contract.

The general principles for drafting the financial statements indicated above and the valuation 

criteria adopted and described below are those in force at the financial statements date and 

take into account the regulatory changes introduced by Legislative Decree 139/2015 and by the 

new national accounting standards published on 22 December 2016.

The financial statements sheet for the year were drafted in Euros using the financial statements at 

31 December 2019 of each company included in the consolidation area as drafted and approved 

by the respective boards of directors. These financial statements were suitably modified, where 

necessary, to adapt it to the principles listed below.

4.1.3| Consolidated scope and methods

The consolidated financial statements include the statutory financial statements of SECO 

S.p.A. (Parent Company) and the companies in which the Parent Company directly and/or 

indirectly holds the controlling share of the capital.

The integral consolidation method was followed for these companies.

The subsidiaries included in the consolidation perimeter were valued using the equity method.

The following companies fall within the consolidation perimeter:

• SECO S.p.A., with registered office in Arezzo, Via Achille Grandi no. 20, tax code/VAT 

number 00325250512, share capital Euro 763,439.00

• PSM Surl, with registered office in Arezzo, Località Tregozzano Beneduci no. 49, tax code/

VAT number 01488350511, share capital Euro 52,000.00

• PSM Tech S.r.l., with registered office in Arezzo, Via Achille Grandi no. 18, tax code/VAT 

number 02301580516, share capital Euro 30,000

• SECO USA, Inc., with registered office in 111 South Bedford St., Suite 208, Burlington, 

Massachusets (USA), share capital Euro 7,609

• SECO Asia, limited, with registered office in Room 1501, Prosperity Tower, 39 Queen’s Road 

Central, Hong Kong, share capital Euro 6,999,957.05

• Fannal Electronics Co. Ltd, with registered office in 6F, no. 77, Bowang Street, Yuhang 

District, Hangzhou, Zheijang (People’s Republic of China), registered capital RMB 7,365,517.00

This latter company, consolidated within the parent company SECO Asia Limited, was included 

only for the period between the completion of the acquisition of the majority share by the 

Group and the end of the year.

The other subsidiaries excluded from the consolidation, pursuant to Legislative Decree 127/91 

are valued according to the equity method. Associates and minor companies in which the 

investment held is below the 20% threshold and which constitute fixed assets were valued 

using the cost method.

For the consolidation, the balance sheet of the individual companies were used, already drafted 

by the respective administrative bodies for approval, reclassified and adjusted to ensure they 

conform to the accounting principles and submission criteria adopted by the Group.

4.1.4| Consolidation criteria

The financial statements used for the consolidation are the financial statements closed at 

31 December 2019 of the individual companies. This financial statements is appropriately 

reclassified and adjusted in order to bring it in line with the accounting principles and valuation 

criteria of the parent company.

The full consolidation method adopted for the fully-owned subsidiaries involves the following 

operations:
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 • elimination of the book value of the investments of the parent company against the related 

shareholders’ equity of the investee companies, with simultaneous full assumption of the assets 

and liabilities, costs and revenues of the investee companies. Any differences between the book 

values of the equity investments and the portions pertaining to the shareholders’ equity of the 

investee companies are attributed, where possible, to the assets and liabilities of the balance 

sheet of the consolidated companies, while any residual amount, if positive, is entered in the 

assets item of the consolidated balance sheet called “goodwill”, if negative, it is entered in an 

equity item called “consolidation reserve”. Depreciation of goodwill is carried out according to 

its useful life-cycle; in exceptional cases where it is not possible to reliably estimate its useful 

life-cycle, goodwill is depreciated over a period not exceeding ten years;

• elimination in the balance sheet and consolidated profit and loss account of receivables and 

payables as well as income and expenses relating to transactions carried out between the 

companies;

• elimination of profits and losses made exclusively between Group companies, net of any tax, 

as well as reciprocal items that give rise to payables and receivables, costs and revenues.

The effects deriving from the above-mentioned procedures were summarised in the statement of 

reconciliation between the parent company’s net equity and operating result and those emerging 

from the consolidated financial statements reported later in these notes and in the annual report.

4.1.5| Valutation criteria

The criteria used in the formation of the consolidated financial statements closed on 

31/12/2019 are those used in the financial statements of the parent company that drafted 

the consolidated financial statements and do not differ from those used for drafting the 

company’s financial statements included in the consolidation.

The valuation of the financial statements items was based on general criteria of prudence, 

competence and prospect of continuing the business activity.

The recognition and submission of the financial statements items took into account the 

substance of transactions or contracts.

In particular, the valuation criteria described below were adopted in drafting the 

financial statements.

Fixed assets

Intangible

Intangible fixed assets were recorded, subject to the consent of the Board of Statutory Auditors 

where provided for, at the purchase or internal production cost, including all directly attributable 

accessory charges, and were systematically depreciated at a constant rate in relation to the 

residual possibility of use, in accordance with article 2426 of the Italian Civil Code.

The value of the fixed assets at the closing date of the year was compared to the residual cost 

to be depreciated in order to record the lower of these values.

There were no intangible assets whose duration can be defined as being “indefinite”.

Tangible

Tangible fixed assets were entered at the purchase or production cost net of the related 

depreciation funds, including all directly attributable costs and charges, the indirect costs 

inherent in internal production, as well as the costs related to the financing of internal 

manufacturing. incurred during the manufacturing period and up to the moment when the 

asset can be used.

The cost of fixed assets whose use is limited in time was systematically depreciated in each 

financial year in relation to the residual possibility of use; for the first year of entry into 

operation of the assets, the rates were reduced by 50% as representative of the effective 

participation in the production process which can be considered to have occurred on average 

in the middle of the year.

The value of the fixed assets at the closing date of the year was compared with the residual 

cost of the assets to be depreciated in order to record the lower of these values.

Depreciation was calculated systematically and on a constant basis, based on the residual 

possibility of using the assets.

The following were the applied depreciation rates:

• Buildings 3%

• Light constructions: 10%

• Generic and specific plant: 10% and 15%

• Machinery: 25%

• Equipment: 15%

• Furniture and furnishings: 12%

• Cars: 25%

• Exhibition stands: 10%

• Moulds: 25%

• Other assets: 20%

Financial

Equity investments and debt securities destined to be permanently included in the company’s 

assets as a result of the will of the company management and the company’s effective ability 

to hold them for an extended period of time are classified as financial fixed assets. Otherwise, 

they are entered as current assets. 
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Investments in subsidiaries

Equity investments in associated companies were valued using the equity method. The cost 

is determined on the basis of the purchase price including accessory charges.

Finally, the derivative instruments were entered at their fair value, in compliance with P.C. 

no. 32 issued by the OIC.

Financial leasing transactions (leasing)

The SECO Group has some financial leasing contracts in place that were entered in the 

accounts using the financial method. In particular, leasing contracts regard the acquisition of 

cars as well as equipment and machinery useful for the production process. The assets are 

acquired through a financial lease contract with the substantial transfer of risks and benefits 

in relation to the assets in question.

Inventories

Inventories are entered at the lower value between the purchase cost, including all directly 

attributable accessory charges, and the presumed realisable value that can be inferred from 

the market trend.

The valuation of inventories of raw, ancillary and consumable materials and goods, since they 

are fungible goods, was based on the weighted average cost method, which still represents 

the most appropriate criterion for determining these stocks and does not appreciably differ 

from the presumed current cost values for the same categories of goods. 

The valuation of the inventories of semi-finished and finished products was based on the 

costs incurred by the company during the year for the production of said goods (labour 

and other direct allocation costs); the value of inventories, as determined above, does not 

differ substantially from the hypothetically sustainable current costs for the same categories 

of goods.

In assessing inventories, the directors also took into account the loss in value of the inventories 

deemed obsolete or non-functional, and therefore no longer usable, destined to be scrapped.

It should be noted that the year ended 31/12/2019 saw the valuation criterion of inventories 

change, moving from the LIFO method to the weighted average cost method. This change 

was necessary, in the opinion of the directors, to align the calculation method of inventories 

carried out on a daily basis by the management team (weighted average cost), to the 

valuation criteria used to draft the financial statements.

In compliance with the requirements of accounting standard OIC 29 “Changes to accounting 

principles, changes to accounting estimates, correcting errors, extraordinary operations and 

events, events occurring after the end of the accounting period”, the information relating 

to the effect that the change in valuation would have had on the financial statements of the 

previous year.

Receivables

Receivables were entered in the balance sheet according to the amortised cost criterion, 

taking into account the time factor and the estimated realisable value. The company made 

use of the option, provided for by article 12(2) of Legislative Decree 139/2015, not to apply 

the criterion of the amortised cost to the receivables of the previous year that have not yet 

exhausted their effects in the balance sheet. In addition, the company adopted the option 

not to apply the amortised  cost criterion to loans in cases where the effects are not material.

Cash

Includes the balances of bank account and post office deposits, cheques, as well as cash 

and cash values at the end of the year. Bank account and post office deposits and cheques 

are valued at nominal value for the actual and recorded amount.

Accruals

The prepayments and accrued income respectively represent portions of income and costs, 

pertaining to the year, which will financially manifest themselves in subsequent years.

Accruals and deferred income are portions of costs and income accrued during the fiscal 

year or in previous fiscal years, but which pertain to one or more subsequent fiscal years.

Only portions of costs and income, common to two or more years, are therefore entered in 

these items, the amount of which varies due to physical or economic time.

Provisions for risks and charges  

The provisions for risks and charges represent liabilities of a certain nature, certain or probable, 

with an indefinite date or amount. In particular, the provisions for risks represent liabilities 

of a determined nature and probable existence, the values of which are estimated, while 

the provisions for charges represent liabilities of a determined nature and certain existence, 

estimated as to the amount or date of occurrence, related to obligations already taken at the 

balance sheet date, but which will have numerical manifestation in subsequent years. 

Provisions for risks and charges were entered primarily in the profit and loss account items 

of the relevant classes, with the criterion of classification by nature of prevailing costs.

In this case, they consist of the retirement fund for Directors (T.F.M.), the deferred tax fund, 

the supplementary customer indemnity fund and the reserve for late payment interest.

Finally, the derivative instruments were entered at their fair value, in compliance with P.C. 

no. 32 issued by the OIC.

Severance indemnity provision

Severance indemnity (TFR) represents the benefit to which employees are entitled in any case 

of termination of the employment relationship, pursuant to article 2120 of the Civil Code and 
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taking into account the regulatory changes made by Law 296/2006. It corresponds to the 

total indemnities accrued, considering any form of remuneration of an ongoing nature, net 

of advances paid and partial advances paid pursuant to collective or individual agreements 

or company agreements for which reimbursement is not required.

Payables

These were valued according to the amortised cost criterion, taking into account the time 

factor. The company used the option, provided for by article 12(2) of Legislative Decree 

139/2015, not to apply the amortised cost criterion to payables of the previous year that 

have not yet exhausted their effects in the financial statements. In addition, the company 

made use of the option not to apply the amortised cost criterion to payables in cases where 

the effects were not material.

Payables originally expressed in foreign currency, recorded on the basis of the exchange 

rates in force on the date they arose, are in line with the exchange rates current at the 

balance sheet date. In particular, the liabilities were recorded at the spot exchange rate 

on the closing date of the year. The profits and losses deriving from the conversion of the 

payables are respectively credited and allocated to the Profit and Loss Account under item 

17bis Foreign exchange gains and losses. Any net profit deriving from the adjustment to 

year-end exchange rates of foreign currency items contributes to the formation of the result 

for the year and, upon approval of the financial statements and consequent allocation of 

the result to the legal reserve, was recorded, for the part not absorbed by any loss for the 

year, in a non-distributable reserve until the moment of realisation. 

Entering of revenue and costs

Revenue, costs and charges are recorded net of returns, discounts, rebates and bonuses, as 

well as taxes directly connected with the sale of services, in compliance with the principles 

of competence and prudence. Revenues from services were entered when the service was 

rendered or carried out.

Revenue, costs and charges relating to foreign currency transactions were determined at 

the spot exchange rate on the date on which the related transaction was completed. In 

cases of application of the depreciated cost method, interest was entered on the basis of 

the effective interest criterion.

The other financial charges were entered for an amount equal to what was accrued in the year.

The elements of revenue or cost of exceptional size or impact are commented on in a specific 

section of these Notes.

Income tax

Current taxes were calculated on the basis of a realistic forecast of the taxable income for 

the year, determined according to the provisions of tax legislation, and by applying the tax 

rates in place at the balance sheet date.

Deferred and prepaid income taxes were calculated on the cumulative amount of all the 

temporary differences existing between the values of the assets and liabilities determined 

with the civil code valuation criteria and their value entered for tax purposes, destined to be 

cancelled in subsequent years.

Deferred and prepaid income tax were entered in the year in which the temporary differences 

emerge and were calculated by applying the tax rates in force in the year in which the temporary 

differences will be reversed, if these rates are already defined at the balance sheet date. 

Otherwise they were calculated on the basis of the rates in force on the balance sheet date.

Deferred tax assets on deductible temporary differences and on the benefit connected to 

the carrying forward of tax losses were entered and kept in the balance sheet only if there 

is reasonable certainty of their future recovery, through the forecast of taxable income or 

the availability of sufficient temporary taxable differences in the years in which the prepaid 

taxes will be reversed.

4.2| Fixed assets

4.2.1| Fixed intangible assets  

This item is composed as follows.

Value classes
Gross values at  

31/12/2019
Depreciation  
31/12/2019

Book value
Depreciation 

rates

Installation and expansion costs 910.023 225.254 684.769 20,00%

Development costs 3.494.774 1.496.631 1.998.143 20,00%

Industrial patents and 
intellectual property rights

2.778.936 1.352.724 1.426.212 20,00%

Concessions, licences, 
trademarks and similar rights

52.771 38.384 14.387 20,00%

Goodwill 2.214.623 217.642 1.996.982

Other intangible fixed assets 426.965 268.134 158.831 10,00%

Current depreciation and 
prepayments

4.358.175 0 4.358.175

Total intangible fixed assets 14.236.267 3.598.769 10.637.497

Also:

Installation and 
expansion costs

Development 
costs

Industrial patents and 
intellectual property rights

Concessions, 
similar 

trademarks and 
similar right

Valore at the 
beginning of 
financial year

  Cost  66.635  1.515.264  1.894.216  60.869 
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 Depreciation
(Cumulated) 

 51.848  831.751  905.265  30.630 

Net book value  14.787  683.513  988.951  30.239 

Variances in the 
financial year

Increases for
acquisitions

 819.841  1.979.510  871.160  5.462 

Decreases for
Sales and 
disposals 
(balance sheet 
value)

 -    -    -    -   

Depreciation In 
the financial year

 173.185  664.880  447.460  7.755 

Other variations  23.327  -    13.560  (13.560)

Total variations  669.982  1.314.629  437.260  (15.853)

Value at the end of 
the financial year

  Cost  909.800  3.494.773  2.778.935  52.771 

 Depreciation
(Cumulated) 

 225.033  1.496.632  1.352.724  38.385 

Balance sheet value  684.767  1.998.141  1.426.211  14.386 

Goodwill
Under 

construction and 
advances

Others
Total intangible 

fixed assets

Value at the 
beginning of the 
financial year

  Cost  75.000  3.616.871  345.487  7.574.343 

 Depreciation
(Cumulated) 

 75.000  -    235.399  2.129.893 

Balance sheet 
value

 -    3.616.871  110.088  5.444.450 

Variances in the 
financial year

Increases for 
acquisitions

 -    741.304  81.478  4.498.754 

Decreases (for 
sale and disposal)

 -    -    -    -   

Depreciation in 
the financial year

 -    -    32.735  1.326.015 

Other variations  1.996.982  -    -    2.020.309 

Total variation  1.996.982  741.304  48.743  5.193.048 

Value at the end of 
the financial year

  Cost  2.071.982  4.358.175  426.964  14.093.405 

 Depreciation
(Cumulated) 

 75.000  -    268.134  3.455.908 

Balance sheet value  1.996.982  4.358.175  158.830  10.637.497 

Intangible assets were entered at the purchase or internal production cost, including all 

directly attributable accessory charges, and were systematically depreciated at a constant 

rate in relation to the residual possibility of use, in accordance with article 2426 of the 

Italian Civil Code

The value of the fixed assets at the closing date of the year was compared to the residual 

cost to be depreciated in order to record the lower of these values.

There were no intangible assets whose duration can be defined as being “indefinite”.

The directors did not make any changes to the applied depreciation criteria and the coefficients. 

The capital charges recorded, almost entirely attributable to the Parent Company, relate to the 

development activity carried out by the company, and refer to the development projects undertaken 

during the years by the Group, such as “Axiom” and “Inasse”, regarding the updating of the 

products catalogue of the Parent Company Seco. There are also projects undertaken by 

the subsidiary PSM S.r.l. relating to the creation of new production and internal engineering 

processes of the Operations function, as well as to the ADAMO project, attributable to 

the IoT business. 

The development costs, as indicated above, were recorded with the consent of the 

Board of Statutory Auditors, in accordance with article 2426(5) of the Italian Civil Code. 

The development costs, having a multi-year usefulness, were entered into the balance 

sheet’s assets since the company has been able to ascertain their future utility, there is an 

objective correlation with the relative benefits of the future benefits which the company and 

the recoverability of these charges can be reasonably estimated. The development costs for 

the application of research relate to specific clearly defined products or processes and are 

identifiable and measurable. The projects for which research is undertaken are feasible and 

technically feasible for which the company has the necessary resources. Finally, these projects 

are to be considered recoverable, since the company expects to achieve higher revenues for 

them than the costs incurred for the study and other development costs.

Among the industrial patent rights and the use of intellectual property, charges for the 

creation of patents were recorded, in addition to the accessory costs related to the 

application and the obtaining of the same, within the limits of the recoverable value, as well 

as software programs acquired indefinitely. These charges are almost entirely attributable 

to the parent company SECO.

The patents were depreciated on the basis and within the limits of their legal duration, 

taking into account the reasonable economic benefits that can be gained in this period. 

In the event that the expectations of future usefulness have shown a period of effective 

utility shorter than the legally protected timescale, the useful life-cycle of the patent was 

proportionally reduced.

In any case, the depreciation period does not go beyond the legal duration of the patents.

Software programs, on the other hand, were depreciated on the basis of their residual 

possibility of use. The additional intangible assets consist of long-term charges on third-

party assets, for which depreciation was carried out in the lesser period between the future 

use of the costs incurred and the residual use, in addition to application software costs 

for internal use, since they are programs that can be used for a certain number of years 



36| Explanatory notes 37| Explanatory notes

within the company. The charges for the software programs were depreciated within the 

time limit of foreseeable effective use. The fixed assets in progress include costs incurred 

in this year, or in previous years, for the basic research activity being completed. The 

projects relate to clearly defined products or processes, will have future utility; there is an 

objective correlation with the relative future benefits that the company will have and their 

recoverability can be estimated, with reasonable certainty.

These costs are related to research (application of the results of the research of other 

knowledge possessed or acquired for the production of materials, devices, processes 

and systems) focused on a specific product. For the costs in question, at the time of the 

completion of the project, their capitalisation is provided for with an entry in item B) I) 2) 

of the Balance Sheet.

4.2.2| Tangible fixed assets   

Tangible fixed assets were entered at purchase or production cost net of the related 

depreciation funds, including all directly attributable costs and charges related to the 

indirect costs of domestic production, as well as the costs relating to the financing of 

internal manufacturing in the manufacturing period and up to the moment when the asset 

can be used.

The cost of fixed assets whose use is limited in time was systematically depreciated in each 

financial year in relation to the residual possibility of use; for the first year of entry into 

operation of the assets, the rates were reduced by 50% as representative of the effective 

participation in the production process which can be considered to have occurred on 

average in the middle of the year.

The value of the fixed assets at the closing date of the year was compared with the residual 

cost to be depreciated in order to record the lower of these values.

The item is composed as follows.

Value categories
Gross value at 

31/12/2019
Depreciation 
31/12/2019

Book value Deprec. rate

Land and buildings:         

Land 330.477 0 330.477   

Buildings 4.573.460 291.310 4.282.150 3,00%

Total land and buildings 4.903.937 291.310 4.612.627   

Plant and machinery:         

Machines and tools 8.448.494 5.274.057 3.174.438 25,00%

Generic plants 6.092.218 900.141 5.192.077 10,00%

Specific plants 18.307 15.635 2.672 15,00%

Total plants and machinery 14.559.020 6.189.833 8.369.187   

Industrial and commercial 
equipment

828.931 485.498 343.433   

Other tangible fixed assets:       

Cars 436.049 223.619 212.430 25,00%

Electronic office machines 1.467.022 960.206 506.817 20,00%

Moulds  826  826  -   25,00%

Fair stands  59.065  58.096 968 10,00%

Furniture and furnishings 695.170 363.800 331.370 12,00%

Total other tangible assets 2.658.132 1.606.547 1.051.585   

TOTAL 22.950.019 8.573.188 14.376.831   

Prepayments to suppliers of 
tangible Fixed assets

0   

Total tangible assets 22.950.019 8.573.188 14.376.831   

Land and 
buildings

Plants and 
machinery

Industrial 
and 

commercial 
equipment

Other 
tangible 

fixed assets

Under 
construction 

and 
advances

Total 
tangible 

fixed 
assets

Value at the beginning of the 
financial year

Cost  1.567.750  7.778.736  552.133  2.030.971  7.206.373  19.135.963 

Depreciation (Cumulated)  204.150  5.377.207  409.392  1.389.804  -    7.380.553 

Balance sheet value  1.363.600  2.401.529  142.741  641.167  7.206.373  11.755.410 

Variations in the financial 
year

Increases for acquisitions  3.336.187  7.332.152  281.868  541.242  -    11.491.450 

Decreases for sales and 
disposals (balance sheet 
value)

 -    217.162  1.276  25.949  -    244.386 

Depreciation in the 
financial year

 87.161  1.059.083  80.337  180.083  -    1.406.664 

Other variances  -    (88.250)  437  75.208  7.206.373  7.193.768 

Total variances  3.249.026  5.967.658  200.693  410.418  (7.206.373)  2.621.422 

Value at the end of the 
financial year

Cost  4.903.938  14.559.020  828.931  2.658.132  -    22.950.020 

Depreciation (cumulated)  291.311  6.189.833  485.497  1.606.548  -    8.573.189 

Balance sheet value  4.612.627  8.369.187  343.434  1.051.584  -    14.376.832 
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4.2.3| Fixed financial assets   

Shareholdings

List of companies included in the consolidation with the integral method pursuant to 

article 26 of Legislative Decree 127/91 at 31/12/2019.

Company name
City, if in Italy, 

or foreign state

Tax code 
(for Italian 
companies)

Capital in Euros

Profit (Loss) 
in the last 

financial year in 
Euros

PSM SRL AREZZO 01488350511 52.000 1.948.888

PSM TECH SRL AREZZO 02301580516 30.000 137.193

SECO USA, INC.
BURLINGTON 

(USA)
7.609 9.270

SECO ASIA 
LIMITED

HONG KONG 6.999.957 -386

FANNAL 
ELECTRONICS CO. 
LTD

HANGZHOU (PRC) 941.822 824.680

Company name 
Net equity in 

Euros
Quota held in 

Euros 
Quota held in %

Book value 
corresponding 

credit

PSM SRL 3.041.490 52.000 100,00% 5.048.000

PSM TECH SRL 2.241.339 30.000 100,00% 30.000 

SECO USA, INC. 159.186 7.622 100,00% 7.622

SECO ASIA 
LIMITED

6.999.571 3.569.986 51,00% 3.599.204

FANNAL 
ELECTRONICS CO. 
LTD

2.129.185 264.181 28,05% 0

Total 8.684.826

PSM Tech S.r.l. was included in the scope of consolidation since it is entirely controlled by 

the parent company SECO S.p.A. (33% directly, 67% through the subsidiary PSM S.r.l.). It 

should also be noted that the company Fannal Electronics Co. Ltd falls within the scope of 

consolidation, being 55% controlled by SECO Asia Limited, in which the Parent Company 

holds a 51% stake.

List of other investments in excluded subsidiaries.

Company name
City, if in Italy, 

or foreign state

Tax code 
(for Italian 
companies)

Capital in Euros

Profit (Loss) 
in the last 

financial year in 
Euros

SECO 
DEUTSCHLAND 
GMBH 

GRUNDUNG - 
GERMANIA 

25.000 9.243

AIDILAB SRL SIENA 01282070521 15.300 9.583

Company name 
Net equity in 

Euros
Quota held in 

Euros 
Quota held in %

Book value 
corresponding 

credit

SECO 
DEUTSCHLAND 
GMBH 

41.618 25.000 100,00% 25.000

AIDILAB SRL 145.461 10.740 70,20% 203.400

Total 228.400 

Equity investments in subsidiaries excluded from the consolidation area, as well as associated 

companies, were valued according to the equity method.

The decision to exclude the above-listed companies from the scope of consolidation is based 

on the irrelevance of their inclusion for the purposes indicated in the second section of article 

29 of Legislative Decree 127/91. 

List of other investments

Note the low-value holdings held by the company in the following companies: Fondo 

Comune Ribes, CONAI, Eurofidi, Confidi, Banca di Anghiari e Stia and to the Industrial 

Association -Confindustria Arezzo, Gaming Tech S.r.l. 

4.3| Inventories 

Inventories were entered at the lower value between the purchase cost, including all directly 

attributable accessory charges, and the presumed realisable value that can be inferred from 

the market trend.

The composition of item C) I of current assets is highlighted in the specific table shown 

below. The valuation of inventories of raw, ancillary and consumable materials and goods, 

since they are fungible goods, was based on the weighted average cost method, which is still 

the most appropriate criterion for determining these stocks and does not differ appreciably 
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from the presumed current cost values for the same categories of goods.

In assessing inventories, the directors also took into account the loss in value of the inventories 

deemed obsolete or non-functional, and therefore no longer usable, to be scrapped.

Value category
Value at the 

beginning of the 
financial

Variances in the 
financial year

Value at the end of 
the financial year

Raw materials 10.006.457 9.478.753 19.485.210 

Ancillary materials and 
consumables

183.996 154.712 338.708 

Total 10.190.453 9.633.465 19.823.918 

Semi-finished products 6.253.166 (3.334.218) 2.918.948

Wares 2.042.080 1.537.377 3.579.457 

Total 8.295.246 (1.796.841) 6.498.405 

Prepayments to suppliers 1.194.700 (706.410) 488.290 

Total inventories and 
prepayments

19.680.399 7.130.214 26.810.613 

It should be noted that during the current year, the Company decided to change the 

method of valuing inventories, moving from the LIFO - “Last in First Out” method to the 

weighted average cost method (“CMP”). The motivation behind the change in the inventory 

valuation criterion is a more precise and punctual monitoring and representation of the 

value of inventories, with reference to the increase in purchase and production volumes 

that the SECO Group is meeting as a consequence of the growth and expansion strategies 

in the business plan.

The tables below show the effects of the new valuation criterion on the balance sheet, profit 

and loss account and cash flow statement items as at 31/12/2018:

Value category
Value at the 

beginning of the 
financial

Variances in the 
financial year

Value at the end of 
the financial year

Raw materials  10.006.457  10.004.928  (1.529)

Ancillary materials and 
consumables

 183.996  -    (183.996)

Total  10.190.453  10.004.928  (185.525)

Semi-finished products  6.253.166  6.154.389  (98.777)

Wares  2.042.080  2.033.823  (8.257)

Total  8.295.246  8.188.212  (107.034)

Prepayments to suppliers  1.194.700  1.194.700  -   

Total Inventories  19.680.399  19.387.840  (292.559)

Total prepaid taxes  197.680  190.412  (7.268)

Total net equity  35.546.045  35.374.990  (171.055)

Effect of valuation change on 
inventories on the profit and 
Total net worth account

31/12/2018 - LIFO 31/12/2018 - CMP
Difference from 

valuation change

A) 2) Variations in inventories of 
in process products, semi-finished 
and finished goods

 773.155  871.932  98.777 

B) 11) Variations in inventories of 
raw materials, ancillaries, consum-
ables and goods 

 (2.894.711)  (2.700.928)  193.783 

20) Income current, deferred and 
prepaid tax in the financial year

 1.724.239  1.660.081  (64.158)

21) Profit (loss) in the financial year  4.355.986  4.184.931  (171.055)

Effect of valuation change 
on inventories on the 
financial statement

Value at the 
beginning of the 

financial year - LIFO

Value at the 
beginning of the 

financial year - CMP

Difference from 
valuation change

Profit (loss) in the financial year  4.355.986  4.184.931  (171.055)

1) Pre-tax profit (loss) in the 
financial year, interest dividends 
and capital gains / losses from 
sales

 6.713.568  6.542.513  (171.055)

2) Cashflow before variances  In 
net working capital

 9.085.838  9.085.838  -   

3) Cash flow after variances in 
net working capital

 3.949.153  4.248.980  299.827 

Cash flow from operating 
activities (A)

 1.328.119  1.328.119  -   

Cash flow from investment 
activities (B)

 (9.318.622)  (9.318.622)  -   

Cash flow from financing 
activities (C)

 14.092.892  14.092.892  -   

Increase (decrease) in cash (A 
+ B + C)

 6.102.389  6.102.389  -   

4.4| Receivables 

The balances of consolidated receivables, after the elimination of intra-group values were 

divided according to the respective due dates.

Description
Value at the beginning 

of the financial year
Variance in the 
financial year

Value at the end of  the 
financial year

Clients 18.495.778 633.137 19.128.915

Non-consolidated 
subsidiaries

33.288 30.939 64.227 

Affiliated companies 87.240 0 87.240

Parent companies - - -

Tax receivables 8.052.763 (1.313.770) 6.738.993

Prepaid taxes 197.680 16.657 181.023

Other 165.544 336.976 502.520

Total 27.032.293 (329.376)  26.702.917
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Description Within 12 months Beyond 12 months 

Clients 19.128.914 0 

Non-consolidated subsidiaries 64.227 -

Affiliated companies 87.240 -

Parent companies - -

Tax receivables 6.738.993 35.660 

Prepaid taxes 145.362 118.465 

Other 384.055

Total 26.548.791 154.125 

4.5| Cash 

Include funds available in bank, postal and cheque deposits, as well as money and cash 

values at the end of the year. Bank and post office deposits and cheques are valued at their 

presumed realisable value, money and values stamped at the nominal value, while cash in 

foreign currency is valued at the exchange rate in force on the closing date of the year.

Description
Value at the beginning 

of the financial year
Variances in the 

financial year
Value at the end of the 

financial year
Bank and postal accounts 
and deposit

14.091.124 3.262.567 17.353.691 

Cheques - 2.220 2.220 

Cash and cash equivalent 10.233 1.959 12.192 

Total 14.101.357 3.266.746 17.368.103 

4.6| Shareholders’ equity 

Reconciliation table between the net result and the shareholders’ equity of the consolidating 

company and the respective values resulting from the consolidated balance sheet.

The Group’s share capital of 763,439.00 Euros is fully subscribed and paid up. The share 

capital of the parent company was not subject to change during the year.

Group consolidated shareholders’ equity and Group’s consolidated economic profit at 

31/12/2019 are reconciled with those of the parent company as follows:

(values in Euros) Shareholders 
equity Net result

Parent company’s shareholders’ equity and net result 31.358.458 2.358.649

Quota of the equity and subsidiaries profit 21.766.704 2.378.898

Cancellation of book value of the shareholding (11.843.830) - 

Subsidiaries consolidation effect (equity method) (60.778) 10.661 

Consolidation reserve - -

Allocation of the consolidation difference 2.032.642 (106.981)

Elimination of the inventories internal profit - -

Effect of financial leasing restatement in accordance with the 
financial method

(121.840) (5.441)

Other effects (2.264) (2.264)

Group’s shareholders’ equity and net result 43.129.092 4.633.521

Minorities’ equity and net result 1.399.986 540.747 

Consolidated shareholders’ equity and net result 44.529.078 5.174.268

 

Table showing changes to the consolidated shareholders’ equity 

31/12/18

Previous 
financial 

year profit 
distribution

Consolidation 
of subsidiaries

Shareholdings 
vs. Equity

I - Share Capital  763.439  -    -    -   

II - Share premium 
reserve

 14.784.767  -    -    -   

III - Revalutation 
reserve 

 637.723  -    -    -   

IV - Legal reserve  116.442  173.053  -    -   

VI - Other 
provisions, indicated 
separately

 -    -   

Extraordinary 
reserve

 9.139.482  4.372.947  (892.567)  (210.060)

Provisions for 
unrealised foreign 
currency profits

 200.383  (190.014)  -    -   

Conferment reserve  -    -    -    -   

Translation 
provision

 -    -    -    -   

Consolidation
reserve

 5.568.247  -    957.588  -   

Various other 
reserves

 35.847  -    -    -   

Total other reserves  14.943.959  4.182.933  65.021  (210.060)

VII - Reserves for
transactions to 
cover expected 
cashflow 

 (56.271)  -    6.419  -   

IX - Profit (loss )
in the financial year

 4.355.986  (4.355.986)  -    -   

Total group equity  35.546.045  (0)  71.440  (210.060)

Third-party capital 
and reserves

 -    -    -    -   

Profit (loss) of third 
parties

 -    -    -    -   
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Total consolidated 
equity

 35.546.045  (0)  71.440  (210.060)

Third-party 
equity

Other effects Profit 2019 31/12/19

I - Capital  -    -    -    763.439 

II - Share premium 
reserve

 -    -    -    14.784.767 

III - Revalutation 
provisions 

 -    -    -    637.723 

IV - Legal reserve  -    -    -    289.495 

VI - Other reserves, 
separately indicated

Extraordinary 
reserve

 (1.399.986)  (9.071)  -    11.000.744 

Provisions for profit 
on non-realised 
exchanges rates

 -    -    -    10.369 

Conferment reserve  -    -    -    -   

Translation reserve  -    -    -    -   

Translation reserve  -    -    -    6.525.835 

Various other 
reserves

 -    -    -    35.847 

Total other reserves  (1.399.986)  (9.071)  -    17.572.795 

VII - Provisions to 
cover expected 
cashflows

 -    (60.549)  -    (110.401)

IX - Profit (loss) in 
the financial year

 -    -    4.633.521  4.633.522 

Total group net 
worth

 (1.399.986)  (69.620)  4.633.521  38.571.340 

Capital third-party
reserves

 5.416.984  -    -    5.416.984 

Third-party profit 
(loss)

 -    -    540.747  540.747 

Total consolidated 
net equity

 4.016.998  (69.620)  5.174.268  44.529.071 

4.7| Provisions for risks and charges 

The provisions for risks and charges, referred to in item B) of the liabilities, were allocated 

to adequately cover determined charges and debts, of certain or probable existence, but 

not defined in relation to their amount or date on which they become due.  

In this case, they consist of the retirement fund for Directors (T.F.M.), the deferred tax 

reserve, the supplementary customer indemnity reserve and the reserve for payment of 

late interest.

The composition of the item is detailed as follows

Description
Value at the beginning 

of the financial year
Variances in the 

financial year
Value at the end of the 

financial year

Retirement fund for 
Directors

 366.334 80.000 446.334 

For taxes, including 
deferred taxes

98.176 (45.359) 52.817

Financial liabilities 
derivative instruments

11.266 (11.266) -

Other 150.512 (48.153) 102.359 

Total 626.288 (24.778) 601.510

4.8| Severance indemnity

The composition of the item is detailed as follows.

Description
Value at the beginning 

of the financial year
Variances in the 

financial year
Value at the end of the 

financial year

Severance pay  1.400.568 151.670 1.552.238

Total  1.400.568 151.670 1.552.238

The reserve is the actual liability of the Group at 31/12/2019 to employees in force on that 

date.

4.9| Payables

Consolidated liabilities, after the elimination of intraGroup values, were valued at their 

nominal value and their maturity is divided as follows:

 

Description
Value at the 

beginning of the 
financial year

Variances in the 
financial year

Value at the end of 
the financial year

Banks 21.395.991 7.816.421 29.212.412 

Other lenders 47.954 301.864 349.818 

Prepayments 187.691 46.177 233.868 

Suppliers 15.118.344 (365.151) 14.753.193 

Non-consolidated subsidiaries 1.746 80.569 82.315 

Affiliated companies - 21.923 21.923 

Parent companies - - -

Tax payables 2.229.725 (186.319) 2.416.044

Social security institutions 437.127 85.389 522.516

Other payables 2.005.439 (269.463) 2.274.902

Total 41.424.017 8.442.973 49.866.990
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Description Within 12 months Beyond 12 months

Banks 14.154.331 15.058.081 

Other lenders 332.545 17.273 

Prepayments 233.868 -

Suppliers 14.753.193 -

Non-consolidated subsidiaries 82.315 -

Affiliated companies 21.923 -

Parent companies - -

Tax payables 2.416.044 -

Social security institutions 522.516 -

Other payables 2.267.402 7.500 

Total 34.784.136 15.082.854 

4.10| Production value

The table shows how the production value is composed:

Description
Consolidated amount 

at 31/12/2018
Variances in the 

financial year
 Amount at 
31/12/2019

Revenue from sales and 
services

54.464.436 10.508.993 64.973.429 

Variation of inventories
semi-finished goods

773.155 (4.151.836) (3.378.681)

Internally generated fixed 
assets

1.923.106 1.068.969 2.992.075 

Grants 221.146 (60.022) 161.124 

Other revenue 268.010 311.953 579.963

Total 57.649.853 7.678.057 65.327.910

Revenue by geographical area

The composition of the item is detailed as follows.

Details of sales and service revenue divided by geographical area (table)

Geographical area
Consolidated amount 

at 31/12/2018
Variances in the 

financial year
 Amount at 
31/12/2019

Italy 36.626.564 2.241.534 38.868.098 

European Union 7.883.310 1.392.598 9.275.908 

Other countries 13.139.979 3.689.444 16.829.423 

Totale 57.649.853 7.323.576 64.973.429 

4.11| Interest and other financial charges

Interest and other financial charges were allocated as follows:

Description
Consolidated amount 

at 31/12/2018
Variances in the 

financial year
 Amount at 
31/12/2019

Interest payable to banks 442.501 (61.454) 381.047 

Other financial charges 1.344 33.297 34.641

Total 443.845 (28.157) 415.688

4.12| Deferred and pre-paid tax 

Current taxes are calculated based on a prudent forecast of these charges, in compliance 

with current tax legislation.

Taxes on operating income are not calculated on taxable income but on the pre-tax profit, 

net of permanent or long-term tax changes, such as reserves in tax suspension permitted 

by law. The difference between taxes calculated in this way and those on taxable income 

constitutes, as the case may be, deferred taxes in future years, as a consequence of tax 

facilitation regulations and therefore recorded in the Tax reserve, or as prepaid taxes 

compared to the relevant financial year for express fiscal disposition, and therefore 

allocated to the appropriate value class C  II – 4ter. 

The recording of deferred taxes is omitted if it can be demonstrated that its payment is 

unlikely or not due. The recording of prepaid taxes is subject to reasonable certainty of 

their recoverability.

It is also acknowledged that all the above valuations were calculated with a view to 

continuing the business of the company.

4.13| Employee data

The following is the average number of employees during the financial year by category:

Average number

Executives 7

Cadres (lower/middle managers) 3

Clerical workers 194

Manual workers 176

Total employees 380
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4.14| Information related to remuneration of directors, statutory internal 
auditors and auditors 

The Group has appointed a board of auditors pursuant to article 2400 of the civil code, 

whose sole functions comply with article 2403(1). The remuneration of the board of 

auditors amounted overall to  60,477.00 Euros. No consultancy services were provided 

by statutory auditors. 

The auditing function is performed by the independent auditing firm Deloitte & Touche. 

There are no consultancy services carried out by the auditing firm during the year. The 

fees of the auditing firm amounted to a total of 59,902.78 Euros.

As regards the remuneration attributed to the directors, in 2019 this amounted to 606,915.16 

Euros.

During the year in question, the Group did not grant advances or credits to the directors 

or members of the board of auditors, nor made any commitment on their behalf nor 

provided any guarantees.

4.15| Securities issued

During 2019, category C shares were issued in favour of top figures that entitle the 

conversion to category A shares upon the occurrence of certain conditions attributable 

to market objectives.

4.16| Details on other issued financial instruments  

The Group did not issue participative financial instruments.

4.17| Pledges, guarantees and potential liabilities not shown in the net 
worth

We report below the company’s current risks and pledges, third-party assets and company 

assets at the premises of third parties.

 In particular, the pledges for the costs of leasing transactions relating to the overall amount 

of the leasing instalments and the redemption prices still to be paid and not entered in 

the liabilities of the balance sheet, are noted. 

The values of sureties to third parties, the company’s assets at third-party premises and 

those of third-party assets on deposit with the Group are also shown. 

The table below shows the changes to memorandum accounts. 

4.18| Memorandum accounts

VALUE CATEGORY
Consolidated amount at 

31/12/2018
 Amount at 31/12/2019

Sureties to third parties 485.912  485.912 

Good leased from third parties 567.300  629.153 

Goods at third-party premises 684.624 1.544.043

Third-party goods in storage 2.891.908 745.294

4.19| Information on assets and funding destined for a specific 
transaction

The Group did not establish any assets as part of the company’s assets to be allocated 

exclusively to a specific business pursuant to article 2447-bis, letter a), of the civil code, 

nor did it enter into loan agreements that fall under the circumstances prescribed by 

article 2447-bis, letter b), of the Civil Code.

4.20| Information on transactions with related parties 

No significant transactions were carried out with related parties of the Group.

There are no agreements or other deeds, even related to each other, whose effects are 

not included in the financial statements but which can expose the Group companies to 

risks or generate significant benefits.

The relations between the Parent Company and its subsidiaries are attributable to normal 

trading activities and therefore do not include atypical and/or unusual transactions. All 

transactions are governed by normal market conditions. The prices paid are considered 

adequate in consideration of the quality of the services received.

4.21| Information on agreements not included in the balance sheet

The Group has not carried out “out of balance sheet” transactions and there are no 

agreements that are not in the balance sheet.

4.22| Information on significant facts that occurred after closure of the 
financial year

With resolution of 19 October 2019, the Board of Directors approved the merger between 

the companies SECO S.p.A. and PSM S.r.l. to be completed by incorporation of the latter 

into the parent company. This transaction will be carried out in 2020, with retroactive effect 



50| Explanatory notes 51| Explanatory notes

from 1 January 2020. The merger will allow the Group to achieve significant savings due to 

the elimination of previously duplicated activities, as well as to the general simplification 

of internal processes and the streamlining of the corporate structure.

During the Covid-19 emergency, SECO continued to operate as the company was deemed 

important for the maintenance of the biomedical supply chain. Operations continued with 

the safety of working environments, staggered production shifts, separated areas and 

environments, scanning temperatures of people coming on site and providing employees 

with protective devices including sanitizing gel and masks, as well as gloves and glasses. 80% 

of the workforce has instead gone into smart-working mode, thus ensuring full operation 

of the managerial and R&D functions.

Despite the impact of the Covid-19 emergency, in the first quarter of 2020 the Group 

recorded, on the same basis, a growth of 15% compared to the same period of the previous 

year.

Given the above, it can reasonably be said that there are no elements of significant uncertainty 

with reference to the Group’s long-term growth prospects: in fact, the biomedical sector is 

already one of the sectors with the greatest impact on SECO’s overall turnover, as well as 

one of the markets with expected growth rates. In particular, these opportunities may also 

derive from the increase in volumes ordered by existing customers, as already happened 

in the weeks immediately following the start of the emergency.

It is also expected that new development opportunities may arise as a result of the 

growing adoption of measures of social distancing and reduction of the risk of contagion 

in a multiplicity of other sectors, such as Industry and Transport, in which SECO already 

operates as one of the main players.

Given the above, it can be concluded that these elements constitute important mitigating 

factors in relation to the impact of the pandemic emergency on the Group’s results.

The Group’s financial strength also made it possible not to resort to short or medium to 

long-term financial instruments to face reductions in turnover or delays in payment flows 

to employees and suppliers.

On 26 February 2020, SECO completed the 100% acquisition of InHand Electronics, a 

company based in Rockville, Maryland (USA) specialised in the design and production of 

embedded systems mainly for the military, medical and industrial sectors. The transaction 

will allow the Group to further strengthen its presence on the American market.

4.23| Information relative to financial instruments pursuant to article 
2427-bis of the civil code

The Group has derivative contracts in place to hedge interest rate risk on variable rate 

loans.

In particular, the parent company SECO S.p.A. has put the following in place:

• Interest Rate Cap/Floor derivative contract with UniCredit S.p.A. with initial notional 

amount of euros 2,000,000;

• Interest Rate Swap derivative contract, entered into with Monte dei Paschi di Siena

S.p.A. with initial notional amount of euros 5,160,333.34;

• two derivative contracts to hedge currency exchange risk, entered into with Cassa di 

Risparmio di Firenze S.p.A.

The subsidiary PSM S.r.l. has entered into an Interest Rate Cap / Floor derivative contract 

with the UniCredit S.p.A. with an initial notional amount of euros 2,000,000.

The contracts were accounted for and entered in the balance sheet as established by P.C. 

no. 32 issued by the OIC in cases where the conditions exist for the establishment of a 

hedging relationship on a financial flow.

The contracts were entered in the balance sheet at their fair value identified on the basis 

of market evidence. In the event of a positive fair value, the contract has been entered 

under financial fixed assets; while in the event of a negative fair value, it was entered in 

the balance sheet under the reserves for risks and charges and as a balancing entry under 

the shareholders’ equity items, in item VII - Reserves for expected cash flow hedging 

transactions.

4.24| Information pursuant to article 1(125) of Law no. 124 of 4 August 2017 

In this regard, it should be noted that during the year, the Group received contributions 

of euros 119,142.18 from the Tuscany Region and euros 3,200 from Fondimpresa.

They are shown below, analytically, according to the cash principle.

•Receiving party: SECO SPA

• Grantor: Tuscany Region

• Sum collected: euros 11,609.00

• Reason: Incentives for employment support

• Receiving party: PSM SRL

• Grantor of the Tuscany Region

• Sum collected: euros 1,800.00

• Reason: Incentives for employment support

• Receiving party: SECO SPA

• Grantor of the Tuscany Region

• Sum collected: euros 105,733.18

• Reason: Contribution for Inasse Project tender
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• Receiving party: SECO SPA

• Grantor: Fondimpresa Roma

• Sum collected: euros 1,600.00

• Reason: Contribution to employees’ training

• Receiving party: PSM SRL

• Grantor Fondimpresa Roma

• Sum collected: euros 1,600.00

• Reason: Contribution to employees’ training

These consolidated financial statements, comprising the balance sheet, profit and loss 

account and explanatory notes, represent the economic and financial position as well as 

the profit in a true and correct manner and corresponds to the results of the accounting 

records of the parent company and the information submitted by the companies included 

in the consolidation.

Arezzo, 11 May 2020

President of the BoD

(Daniele Conti)
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5| Management report

5.1| Macro-economic situation

5.1.1| 2019

According to the estimates of the Bank of Italy, during 2019 the GDP of Italy grew by 

0.2%, mainly thanks to a moderate increase in investments in capital goods, resulting from 

favourable financial conditions. Inflation settled at 0.8%, down from the 1.2% recorded in 

the previous year.

As for the Eurozone, GDP growth was 1.2% in 2019 (Source: Eurosystem), down from the 

1.8% recorded in 2018 due to weaknesses in the manufacturing sector (mainly the German 

one) and global uncertainties (trade frictions between the US and China, Brexit) which 

penalised exports.

A brief consideration should also be made on the American market, which represents almost 

20% of the turnover of the SECO Group. The US economy maintained a faster pace than 

the Eurozone, (GDP 2019 +2.3% compared to 2018), thanks to the increase in consumer 

spending and residential investment.
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Graph 4.1: GDP growth 2018-2019
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5.2| SECO Group end markets trend

In recent years, the market for products and services related to the Internet of Things (IoT) 

has been constantly increasing, both at Consumer and Industrial level.

According to the main specialised research houses, the global IoT market reached a turnover 

of 212 billion dollars in 2019 and is expected to more than quintuple in the next five years.

The SECO Group plays a leading role in this market, providing its embedded systems to 

customers operating in numerous “verticals” such as the robotics, defence, automotive, 

wellness, biomedical and industrial automation sectors. This has allowed the Group to 

diversify its sources of income and, consequently, to reduce its risk profile.

5.2.1| Vertical sectors

Aerospace and Defence  

The aerospace and defence sector is extremely important for the players in the IoT sector 

in light of the significant budgets that are destined for the improvement of equipment and 

application technologies. It should be noted that with the acquisition of the American company 

InHand Electronics, SECO Group has significantly strengthened its presence in this vertical.

Automation of buildings

The theme of IoT devices for home automation is common knowledge and includes all 

centralised and remote-control systems concerning lighting, security, indoor climate, 

telecommunications functions, particularly relevant in complex environments such as 

hospitals, schools, public and private offices as well as, of course, private homes.

IoT revenues generated in this area are expected to grow at an average annual rate of 12% 

until 2024, reaching a global aggregate value of approximately $ 150 billion.

Room guides for the management of meeting 
rooms

 CUSTOMER
Producer of communication 
platforms

 SECO SOLUTION
μQseven based on Intel® Celeron® 
N2807 (formerly Bay Trail) 
(μQ7-A76 -J)

KEY SUCCESS FACTORS

 x86 platform (low cost)

 Customised BIOS 

Connected industrial washing machines and 
ovens 

 CUSTOMER
International producer of home 
appliances

 SECO SOLUTION
Customised solutions (derived from 
SBC-C23) based on the NXP i.MX 
6SoloX processor

KEY SUCCESS FACTORS

 IoT Services

 System integration

Industrial Automation

Industry 4.0 is one of the most important topics in the current years and IoT is central to its 

effective implementation. In light of the various strategic initiatives adopted at government 

level (e.g. Plattform Industrie 4.0 in Germany), the size of the IoT market in the industrial 

automation sector is expected to increase by 15% per year until 2027.

 

Machines for the decoration of ceramics

 CUSTOMER
Producer of technological solutions 
for the ceramic industry

 SECO SOLUTION

Qseven based on Intel® AtomTM 
E39xx family, Intel® Celeron® 
N3350 and Intel® Pentium® N4200 
(formerly  Apollo Lake) (Q7-B03)

KEY SUCCESS FACTORS

 Standard form factor

 Monitoring Station 

 CUSTOMER
Global supplier of solutions for the 
measurement of water quality 

 SECO SOLUTION
Qseven based on Intel® AtomTM 
E3800 and Celeron® (Q7-A36)

KEY SUCCESS FACTORS

 Long-term availability 

 Reduced prototyping times

 Flexibility and configurability
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Medical

IoT is also having a significant impact on innovation in the healthcare sector, with an increase 

in the turnover of IoT products and services dedicated to this sector of an average 16% per 

year until 2027, when the global market is expected to reach a turnover of 204 billion dollars. 

The main driver of growth in this area is the growing adoption of smart and “connected” 

medical devices, i.e. equipped with sensors, CPU, memory, display and various specific

dedicated applications. It is important to emphasise how SECO has historically had active

trade partnerships in this sector, both with Italian and international customers.

 

Transmitter and receiver for operating rooms 

 CUSTOMER
Producer of diagnostic medical 
devices

 SECO SOLUTION
μQseven with NXP i.MX6 (μQ7-962 
w/Quad)

KEY SUCCESS FACTORS

 Linux BSP Support

 Pre-installation software during mass production

Dialysis machinery

 CUSTOMER
Leader in the medical, services and 
technologies sector

 SECO SOLUTION
Solutions custom based on Intel® 
AtomTM E38xx (formerly Bay Trail)

KEY SUCCESS FACTORS

 Industry expertise

 Technical support

Transportation

When it comes to IoT in regard to transportation, reference is generally made to advanced 

systems that assist the driving of vehicles, i.e. applications related to navigation, safety and 

diagnostics that increase the efficiency and effectiveness of vehicle performance.

There are many use cases in which IoT can bring added value, not least the case of self-

driving vehicles, and it is therefore not surprising that IoT products and services dedicated 

to the Transportation sector are expected to grow strongly in the future years.

Voice IP system for air traffic controllers

 CUSTOMER
Company specialised in 
telecommunication solutions

 SECO SOLUTION

Qseven based on Intel® AtomTM 
E39xx, Intel® Celeron® N3350 and 
Intel®Pentiuml® N4200 (formerly  
Apollo Lake) (Q7-B03)

KEY SUCCESS FACTORS

 Speed in making the first samples available 

Railway electronic timetable display system

 CUSTOMER
Producer of technological solutions 
for railways

 SECO SOLUTION
Qseven based on Intel® Celeron® 
N2930 (formerly Bay Trai) (Q7-974)

KEY SUCCESS FACTORS

 Prototyping speed

 Technical support

Utilities

All distribution, wholesale and retail infrastructure networks of primary utilities, such as gas, 

electricity, oil and telecommunications increasingly require control systems and preventive 

monitoring of performance remotely and in the field. This is referred to as smart grids and  

they are expected to be among the main users of IoT systems and services in the near future.

 

e-cars charging station

 CUSTOMER
Producer of charging columns for 
electrical cars

 SECO SOLUTION
μQseven based on NXP i.MX6 (μQ7-
962 w/Solo)

KEY SUCCESS FACTORS

 Long-term availability

 Wide temperature range

 Linux BSP support
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Vending

IoT products and services for automatic distribution is a vertical where SECO has trade 

partnerships with leading Italian operators in the sale of professional coffee machines. This 

sector is estimated to reach a value of 4.6 billion dollars by 2027, showing a CAGR of 10%. 

This trend reflects the need for manufacturers to use smart and “connected” distributors 

who can take advantage of all the possibilities offered by predictive maintenance and which 

offer a better purchasing experience (user experience) to final consumers.

Vending Machine

 CUSTOMER
Leader in the production of smart 
vending machines

 SECO SOLUTION
System based on NXP i.MX6 
(SYS-A62-10, touch, display,
mechanical parts)

KEY SUCCESS FACTORS

 Compact and adaptable design 

 High life-cycle display 

 Cost effective solution

Wellness

The market of equipment and services for smart and “connected” wellness is a sector in 

which SECO Group is the primary player in the supply chain. Wellness sector is expected 

to grow at double figures in the near future driven by the opening of new concept fitness 

centers (also in hotels and other tourist facilities) and from a continuous increase in 

residential use with the adoption of innovative business models based on recurring fees, 

aimed at including both the rental of equipment and participation in online Group training 

sessions in a single package.

The turnover of IoT products and services dedicated to this vertical is estimated to exceed 

the milestone of 1 billion USD by 2023, recording an average annual growth of over 30% 

in that period.

5.3| Main events occurred in 2019

SECO’s expansion continued in 2019, a year which was marked by several events that 

significantly contributed to the Group’s domestic and international expansion. The main 

ones are described below.

5.3.1| New headquarters in Arezzo

At the beginning of 2019, the new headquarters located in the industrial area of Arezzo 

became fully operational. This plant of approximately 9,000 square metres, built following 

the highest standards in terms of innovation and energy efficiency, is the fulcrum of a project 

aimed at reorganising the Group’s business activities and aimed at optimising production 

planning and a consequent reduction in logistics costs.

The new industrial facility is home not only to the headquarters but also to all the R&D 

and design activities, storage facilities and assembly system operations, with the Micro 

Computers production activities still performed at the Tregozzano site. 

5.3.2| Managerialization 

Human capital is the most important production factor for the SECO Group and we refer 

to the Sustainability Report for a comprehensive discussion of the topic. It should be noted 

here that in 2019, SECO continued its effort to select new managers for various functional 

areas of the Group.

Most of the selected candidates have followed a path of human and professional growth 

within, and together with, the SECO Group. The rest have come mainly from competitors.

We strongly believe that the skills of managers recruited externally can be complementary 

and functional to the capabilities of our internal team, and therefore together they can 

generate significant value for the whole Group. 
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5.3.3| Acquisition of Fannal and InHand

SECO Group has been particularly active in terms of international growth, carrying out 

two acquisitions: Fannal and InHand.

 

In May 2019, SECO acquired Fannal, a Chinese company based in Hangzhou involved in 

the production of touch screens.

This acquisition, in addition to strengthening the SECO Group in the Asia-Pacific market, is 

part of the evolutionary path of SECO towards a one-stop shop approach. In fact, during 

the year, Fannal’s touch displays were included as an integral part of IoT systems developed 

for customers of primary importance.

In October 2019, the SECO Group announced the acquisition of InHand Electronics, 

completed in February 2020, an American company based in the state of Maryland, 

specialised in the design and production of embedded systems mainly for the military, 

medical and industrial sectors.

Global SECO locations

Legend: SECO commercial presence SECO production plants

The main rationale underlying this transaction is related to the primary role that InHand 

Electronics plays in the US IoT market. This acquisition represents the Group’s entry into 

a new market, thus expanding the company’s commercial distribution potential.

The choice of InHand as an important player in the US market is further motivated by the 

structure of its research and development team and its proven competence in serving the 

needs of the American military industry.

5.3.4| Edgehog Industrial IoT Solutions

Edgehog was another important milestone in the history of SECO and a revolution in the 

management of the interconnectivity of SECO solutions.

Edgehog is the new all-in-one Industrial IoT platform designed to accelerate a full and 

effective IoT transition of corporate customers. Edgehog combines hardware elements 

(gateways actuators, sensors), software (dedicated Operating systems) and management 

and control dashboards integrated in a single solution that combines centralised (cloud) 

and local (edge) computing capacity.

With the introduction of this product, the dynamics with which customers will be able to 

configure their SECO embedded systems undergo a radical transformation, allowing them 

to manage updates, costs, purchases and use of the devices connected by a single web 

based portal.

The product is currently being tested with SECO tier 1 customers and we expect to enter 

the marketing phase as early as 2020.

Device Management

The Edgehog Device Management Web 

portal allows the IoT IT and Sales 

managers to:

• Control and configure their devices;

• Manage operating system and software 

   updates;

• Display of the use and cost details of 

   acquired services.
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5.3.5| Investments

Tangible and intangible investments in 2019 amounted to about 9 million Euros.

The investments were aimed at the introduction of various cutting-edge systems, including 

the SPEA 4080 mobile probe tester, aimed at improving process control by reducing 

product verification times, and the AOI 3D machinery which inspects and measures Micro 

Computers to ascertain their suitability.

In addition, further investments were completed on the automation of the warehouse and 

on a conformal coating system, respectively to reduce logistics costs and to improve the 

quality of the final product.

As regards the V&V (Validation & Verification) department, a laboratory with an anechoic 

chamber, a switching test set, a high-performance BERT and air-conditioned chambers 

were integrated, in order to improve the testing phase.

Field connectors

Wireless sensor
module

Cloud

Industrial PLC

LTE / LTE-M / NB-IoT

Ethernet / WiFi

• Bluetooth
• ZigBee
• Z-Wave
• enOcean
• LoRa
• SmartMesh

• Modbus
• I2C
• OPC
• Canbus
• EtherCAT

Gateway

All these efforts have contributed to the development of over 15 new products and solutions, 

thus allowing the Group to remain at the forefront of the technological innovation curve.

Finally, it is worth highlighting the significant effort aimed at the introduction of the SAP 

4Hana management system aimed at coordinating and monitoring a multitude of day-by-

day operations both in relation to the production process and administrative reporting

Figure: AOI 3D and anechoic camera

5.4| Events subsequent to closure of the financial year and predictable 
operating evolution 

5.4.1| Evolution of the macro-economic situation and markets of 
the SECO Group

The beginning of 2020 was marked by the progressive and unexpected spread of the 

pandemic generated by the COVID-19 virus which drastically changed the expectations 

of macro-economic growth in Italy and abroad.

Faced with this disruptive event, many nations implemented measures to contain the 

spread of the virus which have led to the interruption of numerous activities/production 

chains and a sharp drop in consumption.

Despite the monetary and fiscal policy support plans announced by central banks and 

governments, at the time of writing, the magnitude of the impact generated by the virus 

is still unclear, but the main macro-economic research institutions agree in predicting a 

severe, but hopefully short, recession.
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More specifically in regard to the SECO Group’s sector, the impact will not be uniform, and 

there will still be scarce visibility on developments in coming weeks and months.

5.4.2| Impact of the health emergency on business continuity and 
the application of national accounting principles

Based on the negotiations concluded with the main customers at the end of 2019, the SECO 

Group drafted a budget that envisaged double-digit growth in 2020 turnover and gross 

operating profitability in further improvement compared to 2019. The trend of orders and 

production in the first quarter of 2020, confirming the positive scenario we have mentioned, 

even faster than the budget assumptions.

During the Covid-19 emergency, SECO continued to operate, since the company was deemed 

important for the maintenance of the biomedical product chain. Operations continued 

with the safety of working environments, staggered production shifts, separated areas 

and environments, scanning the temperature of employees coming to work and providing 

employees with protective devices including sanitizing gel and masks, as well as gloves and 

glasses. 80% of the workforce has instead gone into smart-working mode, thus ensuring 

full operation of the managerial and R&D functions.

In this context, the Group has taken steps to prevent contagion prevention in accordance 

with the law, notifying the Tuscany Region in compliance with Ordinance no.38 of 18 April 

2020.

The pandemic emergency due to COVID-19 is having - and has already left - significant 

repercussions on the country’s socio-economic fabric. In fact, the damage to production 

that is taking place will put a strain on large and small businesses. The period in which the 

disease has spread, however, corresponds to the cyclical moment of the closure of the 

balance sheet.

The liquidity decree also provided for ad hoc rules on the suspension of business continuity 

for the years 2019 and 2020, for those “healthy” companies that in the absence of COVID 

19 would not have had going concern problems, but which are currently having to approve 

their balance sheets without a real and clear perception of the future, given that the real 

impact of the emergency, as well as the measures to combat the pandemic, which will be 

put in place by Italy and the European Union, are still indecipherable.

The emergence of the health emergency is a fact that occurred after 31/12/2019, just as 

there were no significant economic effects attributable to it until March 2020.

Despite the impact of the Covid-19 emergency, in the first quarter of 2020 the Group 

recorded, on the same basis, a growth of 15% compared to the same period in the previous 

year. This is why it is considered possible to exclude, for the 2019 financial year, interventions 

on the book values to take into account the economic, financial and equity effects for 

reasons arising from the emergency that occurred in the first months of 2020, given their 

non-relevance in terms of economic competence and taking into account, however, the 

significant uncertainties that affect them.

Given the above, it can reasonably be said that there are no elements of significant uncertainty 

with reference to the Group’s long-term growth prospects: in fact, the biomedical sector is 

already one of the sectors contributing the most to SECO’s overall turnover, as well as one 

of the markets with the highest expected growth rates. In particular, these opportunities 

may also derive from the increase in volumes ordered by existing customers, as already 

happened in the weeks immediately following the start of the emergency.

It is also expected that new development opportunities may arise, following an increase 

in the adoption of social distancing and other measures aimed at reducing the risk of 

contagion, in a multiplicity of other sectors such as Industrial and Transportation, in which 

SECO already operates as a major player.

Given this, we can conclude that these elements constitute important mitigating factors 

of the impact of the pandemic emergency on the Group’s results.

The Group’s financial strength also made it possible not to resort to short or medium to 

long-term financial instruments to face reductions in turnover or delays in payment flows 

to employees and suppliers.

In addition, there were no events subsequent to the end of the year that could affect 

business continuity: therefore, no thoughts about these events makes it necessary to 

change the balance sheet, financial position and profit at the end of the year. In the same 

way, the equity, economic and financial perspectives of the current year have not changed.

5.5| Summary of the Group’s economic-financial results

Introduction

The following premises apply:

1. The consolidated balance sheet at 31 December 2019 of the SECO Group were drafted 

in accordance with the provisions contained in Legislative Decree no. 127 of 9 April 1991: 

this balance sheet was drafted in compliance with article 2426 of the Civil Code, taking 

into account the provisions of the Accounting Principles issued by the Italian Accounting 

Body (O.I.C.) and, in case of absence, the principles issued by the I.A.S.B. - International 

Accounting Standards Board, to the extent that they are compatible with the law.

2. The SECO Group uses alternative performance indicators that are not identified as 

accounting measures in the exchange of UCIs, to allow a better evaluation of the Group’s 

performance. Therefore, the determination criterion applied by the Group may not be 

homogeneous with that adopted by other Groups and the balance obtained may not be 

comparable with that determined by the latter. The Group has identified these alternative 

performance indicators, determining them in compliance with the provisions of the Guidelines 

on alternative performance indicators issued by ESMA / 2015/1415 and adopted by CONSOB 

with communication no. 92543 of 3 December 2015; they refer only to the performance 

in the financial year covered by this document and of the financial years compared to it.

a. To evaluate its economic performance, the Group uses the Earnings Before Interests, 

Taxes, Depreciation and Amortization (EBITDA) among the alternative performance 
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indicators: this is an operating performance indicator and it is calculated by adding 

the item “Depreciation, reserves and write-downs” to the profit”.

b. To evaluate its ability to meet financial obligations, the Group uses, as an alternative 

performance indicator, the “Net Financial Position”, being: cash and cash equivalents 

(which also includes all those assets which by their nature can easily be financed in the 

short term) + securities entered under current assets + current financial receivables 

- non-current financial payables and liabilities - current financial payables. The Net 

Financial Position also includes VAT credit that the Group Companies will collect in 

the month of July of the following financial year following the submission of the VAT 

return and consequent request for a refund. The decision to include this VAT credit 

in the Net Financial Position was dictated by the possibility of financing this activity 

in the short term (e.g. through credit factoring), which the Group has so far decided 

not to carry out as there are no short-term cash needs”.

3. During 2019 and the first months of 2020, the SECO Group acquired the share capital of 

the companies Fannal Electronics (China) and InHand Electronics (USA). The 2019 profit 

and loss account shown below includes only the contribution of Fannal for 7 months, since 

the integration took effect starting May 2019.

5.5.1| Summary economic-financial data

Below is a summary table of the main economic and financial data for 2018 and 2019 of the 

SECO Group, which highlights a “double-digit” growth profile, operating and net profitability 

margins of absolute excellence and a solid capital structure.

(millions of Euros) 2019 2018

Value of Production 69,2 56,9

EBITDA 11,5 9,0

EBITDA margin (%) 16,6% 15,8%

Net profit gross of non-recurrent components 5,7 4,8

Net profit 4,6 4,4

Group’s equity 44,5 35,5

Net financial position (8,2) (1,5)

Net financial position / EBITDA (x) 0,71 0,17

Tangible and intangible investments 9,1 9,1

Return on Invested Capital (ROIC) (%) 13,4% 15,7%

Return on Equity (ROE) (%) 11,6% 14,5%

5.6| Consolidated profit and loss account

Sales revenue

Cost of sales

Gross margin

Other revenue

Other variable costs

SG&A and other
fixed costs

Cost of labour

EBITDA margin

D&A amortization
and write-offs

EBIT margin

Financial charges and
other cost components

Income tax

Net profit

100%

54.3%

45,7%

5,0%

3,2%

9,9%

20,2%

17,5%

4,9%

12,6%

1,8%

3,0%

7,9%

Reclassified profit and loss account (in millions of Euros) 2019 2018

Revenue from sales 65,9 54,6

Revenue growth (%) 20,7% --

(Cost of sales) (35,8) (30,5)

Incidence on revenue (%) (54,3%) (55,8%)

Gross margin 30,1 24,1

Gross margin % 45,7% 44,2%

(Cost of labour) (13,3) (10,1)

Cost of labour / revenue from sales (20,2%) (18,5%)

(Other revenue and operating costs) (5,3) (5,1)

Other revenue and operating costs / Revenue from sales (8,0%) (9,3%)

EBITDA 11,5 9,0

EBITDA increase (%) 27,7% -

(Depreciation, amortization and write-offs) (3,3) (1,7)

Operating Profit (EBIT) 8,2 7,3

Increase in EBIT (%) 12,3% -

Net financial income (net financial charges) (0,5) (0,6)

Other non-recurring costs (0,7) (0,6)

Figure: 2019 profit and loss bridge
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Pre-tax profit 7,0 6,1

(Income tax) (1,9) (1,7)

Actual tax rate (%) (27,8%) (28,4%)

Net Group profit (before minorities) 5,2 4,4

(Minorities) (0,5) -

Net profit 4,6 4,4

Increase in net profit (%) 4,5% -

Net profit gross of non-recurring components 5,7 4,8

Increase in net profit gross of non-recurring components (%) 18,8% --

Below are the most significant items of the consolidated profit and loss account.

• Production value  increased by 22% compared to 2018, from 56.9 million Euros to 69.2 million 

Euros;

• EBITDA before non-recurring items, increased from 9 million Euros in 2018 to 11.5 million Euros 

in 2019, (+28%), with an EBITDA margin slightly increasing from 16.5% in 2018 to 17.5% in 2019;

• EBIT showed a value of 8.2 million Euros in 2019, an increase of about 12% compared to the 

previous year;

• Net profit before non-recurring items, recorded an increase of approximately 19%, from 4.8 

million Euros in 2018 to 5.7 million Euros in 2019.

5.6.2| Analysis of consolidated revenue 

In 2019, the Group achieved sales revenues of 65.9 million Euros, an increase of over 20% 

compared to 2018.

This growth was attributable to both the organic component generated by the launch of 

new products and the consolidation for seven months of Fannal.

The geographical breakdown in turnover is well balanced. To date, the main market remains 

the EMEA, and Italy in particular, but the USA also has a significant role. The two macro 

areas represent over 94% of Group revenue.

On the other hand, the incidence of revenue from APAC and the rest of the world is lower, 

a sign that despite the good results obtained there is still ample room to improve the 

geographical diversification of turnover.

Revenue per geographical 
area 

2019
% of 

revenue
2018

% of 
revenue

var. %

EMEA  48.1 73% 45,5 83% 6%

USA 13,8 21% 8,8 16% 57%

APAC 0,9 1% 0,0 0% n.s.

Rest of the world 3,0 5% 0,3 1% 865%

Sales revenue 65.9 100% 54,6 100% 20,4%

The revenue structure is adequately diversified from an end market point of view as 

well, with a double-digit incidence of “verticals” such as Wellness, Industrial, Medical and 

Vending/Distribution.

Revenue by geographical 
area (millions of Euros)

2019
% of 

revenue
2018

% of 
revenue

var. %

Industrial 16,0 24% 14,6 27% 9%

Wellness 17,7 27% 18,6 34% -5%

Medical 14,2 22% 11,6 21% 22%

Vending/Distribution 8,4 13% 4,8 9% 75%

Transportation 3,9 6% 3,4 6% 13%

Defence 0,7 1% 0,0 0% n.s.

Gaming 2,2 3% 0,0 0% n.s.

Entertainment 2,6 4% 1,5 3% 72%

Other 0.3 0% 0 0% n.s.

Sales revenue  65.9 100% 54,6 100% 20%

5.6.2| Analysis of consolidated operating costs

Consolidated operating costs followed the evolution of turnover to a less than proportional 

extent. In fact, the strategic effort to structure the Group to support higher levels of 

turnover, in line with the business plan approved by the Board of Directors in 2019, was 

more than offset by the operating leverage.

Breakdown of operating costs 
(millions of Euros)

2019
% of 

revenue
2018

% of 
revenue

Raw materials and consumables 35,8 54,3% 30,5 55,8%

Services 3,6 5,4% 3,4 6,2%

General, operating and sales 3,5 5,3% 2,7 5,0%

Payroll 13,3 20,2% 10,1 18,5%

Other costs 1,6 2,4% 1,2 2,2%

Raw materials and consumables represent the most important cost item.

In fact, for its hardware product lines (miniaturized computers and integrated systems) 

SECO needs to obtain supplies from external suppliers for components such as memories 

and chips.

As regards the cost of labour, it is not surprising that it continues to be a significant part 

of the operating costs given the sustained process of hiring qualified personnel to be 
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employed in the Research & Development area, in addition to the cost of integrating Fannal. 

The average number of employees increased from almost 250 in 2018 to over 380 in 2019.

On the other hand, the incidence of expenses for services (rents and leases, transport and 

customs duties, communication and marketing, outsourcing) and overheads or costs not 

strictly related to production processes was higher, a natural consequence of the Group’s 

organic and international growth. 

Figure: 2019 vs 2018 profitability

5.6.3| Operating and net profitability

The positive changes to the mix of products sold, with increasing added value, allowed 

the value of the First Margin, in other words the difference between sales revenue and 

costs for raw materials and consumables, to increase more than turnover and stood, in 

percentage terms, at 45.7%, an improvement of about 150 basis points compared to 2018.

The same trend can be observed at EBITDA level, up by about 30%. The margin on turnover 

thus increased to more than 17%, a level which places the SECO Group among the most 

profitable players in the industry, also taking into account its prudent accounting approach 

relating to the recording of R&D expenses in the Profit and loss account.

EBIT growth is also significant, +11% more in 2019 than 2018, although slightly less marked 

2019

2018

45.7%

18,5%

8,6%

44.2%

16.5%

8.8%

First margin EBITDA margin gross
of non-recurrent expenditure 

Net margin gross of
non-recurrent expenditure

due to the increase in depreciation from 1.7 million Euros to 3.3 million Euros, reflecting 

the significant technical investments made in 2019 and the previous years.

2019 net profit was equal to 5.2 million Euros, an increase of 19% compared to 2018, also 

thanks to an extremely low tax rate. Most importantly, if we exclude the non-recurring cost 

components, the Net Profit 2019 was approximately euros 5.7 million, +17% year on year, 

with an incidence on turnover of around 8%.

5.7| Consolidated balance sheet

Reclassified balance sheet (millions of Euros) 2019 2018

Tangible fixed assets 14,4 11,8

Intangible fixed assets 10,6 5,4

Financial fixed assets 0,4 0,6

Other net fixed assets (e.g. tax receivables, tax payables, etc.) - -

Net Fixed assets 25,4 17,8

Net working capital 29,4 21,3

Severance indemnity provision 1,6 1,4

Provisions for long-term risks and charges 0,6 0,6

Other provisions (taxes, etc.) - -

Severance indemnity and other provisions 2,2 2,0

Net invested capital 52,7 37,1

 

Share capital 0,8 0,8

Reserves and retained earnings 37,8 34,8

Shareholders’ equity 38,6 35,5

Minorities’ interests 6,0 -

Consolidated equity 44,5 35,5

Short-term debt (13,5) (10,0)

Long-term debt (15,0) (11,5)

Cash and cash equivalents 20,3 19,9

Net financial position (8,2) (1,5)

 

The main items of the reclassified pro-forma Balance Sheet are described below:

• Net invested capital was equal to 52.7 million Euros, up 15.6 million Euros compared 

to 2018 due to the combined effect of the temporary expansion of working capital, 

investments for growth and foreign acquisitions;

•  Shareholders’ equity amounts to 44.5 million Euros and largely covers the invested 

capital, proof of the very solid balance sheet of the SECO Group;

• The Net Financial Position recorded very low net debt, € 8.0 million, corresponding to 

a leverage ratio (net debt/Group equity) of 18% which leaves ample room to support 
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further investments intended to drive the Group’s growth, both organic and M&A-based.

5.7.1| Next fixed assets

Reclassified balance sheet (millions of Euros) 2019 2018

Tangible fixed assets 14,4 11,8

Intangible fixed assets 10,6 5,4

Financial fixed assets 0,4 0,6

Other net fixed assets (e.g. tax receivables, tax payables, etc.) - -

Net fixed assets 25,4 17,8

Net fixed assets settled at 25.4 million Euros at the end of 2019, an increase of 7.6 million 

Euros compared to the end of 2018. Net fixed assets mainly consist of tangible assets, which 

amounted to a value of 14.4 million Euros (up 2.6 million compared to 2018). This value reflects 

the SECO Group’s business model, which holds that it is strategic to maintain the most critical 

and high value-added phases of the production and testing of cards, microprocessors and 

embedded systems, which makes operations relatively capital intensive. On the contrary, 

intangible assets are a minor component: euros 10.6 million at the end of 2019, an increase 

compared to the euros 5.4 million recorded at the end of 2018. It is the desired outcome 

of the prudent accounting decision to spend a significant part of the research costs in the 

profit and loss account without capitalising them. 

5.7.2| Net working capital

In 2019, SECO showed an increase in its net working capital, rising from 21.3 million Euros 

reported at the end of 2018 to 29.4 million Euros recorded on 31 December 2019, with an 

incidence of 44% on revenues for the financial year.

This growth is essentially due to an increase in inventories, for the most part a natural 

consequence of the increase in demand for SECO solutions. In addition, note that at the 

end of 2019 it was decided to purchase RAM memories in advance for about 2 million Euros 

to take advantage of temporarily very advantageous price conditions.

In the coming years, the incidence of inventories (and therefore of working capital) is expected 

to decrease due to the reabsorption of the non-recurring effect and the introduction of 

new contractual mechanisms with suppliers.

Net Working Capital (millions of Euros) 2019 2018

Inventories 26,3 19,7

Trade receivables 19,4 18,5

Other current assets 5,3 0,4

Current assets 51,0 38,6

Trade payables 15,2 15,1

Other current liabilities 6,4 2,2

Current liabilities 21,6 17,3

Net working capital 29,4 21,3

5.7.3| The Group’s shareholders’ equity

Consolidated shareholders’ equity approached the threshold of 45 million Euros at the end 

of 2019, increasing by about 10 million compared to 2018 thanks to the profit generated and 

the capital increase of 3.4 million Euros subscribed by Simest S.p.A. in the subsidiary SECO 

Asia Limited.

As already noted, the shareholders’ equity almost entirely covers the invested capital, a proof 

of the very solid financial structure of the SECO Group.

5.7.4| Net financial position

The SECO Group had a negative net financial position of 8.2 million Euros at the end of 

2019 which compares with a (again negative) figure of 1.5 million Euros at the end of 2018. 

The increase is due both to the expansion of the working capital and internal investment 

and disbursements for the acquisitions of Fannal and InHand Electronics.

The leverage (net debt/Group equity of 18%) is very limited and leaves ample room to 

further drive the Group’s growth.

The Net Financial Position also includes receivables from tax authorities for VAT for a 

total of 3.8 million Euros, for which for a request for reimbursement is expected in 2020.

Net financial position (millions of Euros) 2019 2018

Cash and bank deposits 16,5 13,9

VAT receivables 3,8 6,0

(Short-term bank liabilities) (13,5) (10,0)

Current Net Financial Position 6,8 9,9

Medium-long term Financial receivables - -

(Medium-long term bank liabilities) (15,0) (11,5)

Other Payables to MLT) - -
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Non-current Net Financial Position (15,0) (11,5)

Net financial position (8,2) (1,5)

5.8| Consolidated cash flow statement

Reclassified financial statement (millions of Euros) 2019

EBITDA 11,5

Variation in net working capital (8,2)

Net investments (excluding financial investments) (11,0)

Variation of risks and charges provision 0,1

Pre-tax Operating Free Cash Flow (7,6)

Income tax (1,9)

Operating Free Cash Flow net of tax (9,5)

Paid-in capital increases 3,4

Financial investments 0,2

Cash flow available for investors (5,9)

Net financial charges (0,5)

Other non-recurring cost components (0,7)

Other equity variances 0,4

Payment of dividends -

Free Cash Flow (=Variation in Net financial position) (6,6)

5.9 | Main balance sheet indicators

The positive economic and financial performance of the SECO Group during the 2019 fiscal 

year is also reflected in the financial statement ratios, in particular:

•  double-digit ROE, substantially in line with the amount posted in 2018;

•  ROIC substantially stable around 20%;

•  Net Financial Position/EBITDA ratio lower than 1.

5.9.1| Profitability ratios on shareholder’s and total invested capital 

SECO Group recorded a ROE of 11.6% in 2019, proof of the Group’s ability to systematically 

convert the capital made available by shareholders into value.

With regard to the ROIC, calculated as the operating result ratio on invested capital, it 

stands at 18.4%, a level well above the cost of capital and therefore indicates a clearly 

positive value generation.

Profitability ratio (%) 2019 2018

Return on Equity (ROE) 11,6% 14,5%

Return on Invested Capital (ROIC) pre IRES tax 18,4% 22,0%

Return on Invested Capital (ROIC) post IRES tax 13,4% 15,7%

It is worth highlighting that the growth in ROE is due to the ability of the Group to use its 

resources at maximum efficiency with a view to generating profitability.

DuPont analysis (%, “x” times) 2019 2018

Net margin (Net profit / Turnover) 7,0% 8,0%

Rotation of assets  (Revenue/ Total assets) 0,76 0,95

Total assets / Shareholders’ equity 2,16 1,90

Return on Equity (ROE) 11,6% 14,5%

5.9.2| Operating cycle and efficiency ratios

The average payment days granted to suppliers (DPO) and obtained from customers 

(DSO) have both visibly decreased with the result that they have slightly contributed to 

the absorption of working capital.

At the same time, the days of average warehouse storage (DIH) have increased to cope 

with the increase in demand for SECO solutions and for the aforementioned non-recurring 

effects related to the advance purchase of RAM memories. As already mentioned, the 

average days of warehouse storage are expected to decrease in coming years due to the 

reabsorption of the reported non-recurring effect and the introduction of new contractual 

mechanisms with suppliers.

Operating cycle (number of days) 2019 2018

Days of Inventory on Hand (DIH) 145 132

Days of Trade Payables (DPO) 102 121

Days of Trade Receivables (DSO) 108 124

As regards operational efficiency, revenue per employee ratio remained above 200 thousand 

Euros. In terms of EBITDA and EBIT per employee, the Group showed substantially unchanged 
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results, reaching, respectively, 37 thousand Euros and 27 thousand Euros.

Operating efficiency (in thousands of Euros) 2019 2018

Revenue per employee 214 218

EBITDA per employee 37 36

EBIT per employee 27 29

5.9.3| Financial structure ratios

SECO Group has a high capital solidity and a more than sustainable level of debt. This 

is demonstrated, among other things, by several indicators including the net debt-to-

invested capital ratio of 16% at the end of 2019, the net debt-to-EBITDA ratio of 0.71, and 

the EBIT ratio of net financial charges, which was greater than 10 both in 2018 and 2019.

Financial dependency ratios (%) 2019 2018

Net debt / Invested capital 16% 4%

Total debt / Invested capital 54% 58%

Coverage ratios (“x” times) 2019 2018

Net debt / EBITDA 0,71 0,17

EBIT / net financial charges >10 >10


