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translation of the official version of the annual financial report in format ESEF
(European Single Electronic Format) and is available on the issuer’s website.
This document is a translation into English of the Universal Registration
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The Universal Registration Document in French was filed on March 31, 2021 with the French financial
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Integrated Report

SAFRAN AT A GLANCE

2020 KEY FIGURES

€1,073 million

FREE CASH FLOW

€2,792 million

group, excluding

3"‘ Global aerospace
airframers’

NET DEBT
€16_l|,98 m|ll|0n SoEv\v/nEglzL._Joij)(d_own 32.5% 5449 mlulon
on organic basis) on 2019 APEX
. RECURRING OPERATING €1 213 milllon
€1,686 million ... ... (down 58.6% TOTAL R&D

on organic basis) on 2019 (including customer-funded R&D)

78,892

EMPLOYEES
(at December 31, 2020)

PROFIT®

€844 million coue share

down 68.3% on 2019

I_Long—term credit rating: BBB+ (with stable outlook)

® &

Our activities
AEROSPACE AIRCRAFT AIRCRAFT
PROPULSION EQUIPMENT/ INTERIORS
DEFENSE/
AEROSYSTEMS

ey eeevent  €1,633 million  €6,893 million €1,922 million

BREAKDOWN OF

recurming operativg €1 192 million €687 million  €(174) million

INCOME® BY SEGMENT

BREAKDOWN OF

RECURRING OPERATING 156% 1[]0% (91)%

MARGIN® BY SEGMENT

* Classification criteria: revenue - Source: : Safran.
(1) Adjusted data. See section 2.1.1 of the 2020 Universal Registration Document for a reconciliation of the consolidated income statement with the adjusted
income statement and a breakdown of the adjustment.
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EDITORIAL

IN 2021, SAFRAN WILL
CONTINUE TO DRAW
STRENGTH FROM ITS
ADAPTABILITY

o d Safran has robust fundamentals, and the Board of Directors stands firm in its support

of the new Chief Executive Officer on Group-wide efforts to emerge from the crisis in stronger shape
and face the future with confidence. The Board of Directors is fully aware of the strategic importance
of the climate challenge, and will be working with the Director responsible for monitoring climate
issues to ensure the Group achieves its climate roadmap. PP

ROSS McINNES

n 2020, Safran published results
that were as good as could be
expected given the severe crisis
affecting the aerospace industry,
confirming the strength of its
business model and the impact
of the cost reduction measures
taken during the year.
While implementing the necessary
health measures to enable a safe
return to work for its employees,
Safran reacted rapidly by accelerating
the streamlining of its sites and
demonstrating organizational
flexibility.

Our business was heavily impacted
by the crisis, with 2020 revenue down
by 33.0% on 2019, at €16.5 billion.
Despite the decline, Safran posted
recurring operating income® of

€1.7 billion (for a recurring operating
margin® of 10.2%) and free cash flow
of €1,073 million. Our financial targets
for 2020, as reviewed in July 2020,
were all reached.

Thanks to the commitment of its
employees across the world, Safran
swiftly implemented the adaptation
plan drawn up in March, showing
determination in the face of the crisis
and adjusting its capacities to its
customers’ needs.

ISAFRAN 2020 UNIVERSAL REGISTRATION DOCUMENT

The total workforce fell by

more than 16,500 people (over
21,000 including temporary staff),
from around 95,400 employees

at the end of 2019 to around

78,900 at the end of 2020.

In France, the Group Activity
Transformation Agreement signed

in July brought in measures including
long-term short-time working
(covering up to 40% of working time),
in order to preserve skills in
production as well as research

and technology. Safran also
streamlined its industrial footprint,
with a number of site closures

and production transfers in several
regions of the world.

Safran is committed to offering an
effective response to the major
challenge of climate change, which
will prove an essential factor in the
ongoing acceptability of air transport.
Its strategy seeks to reduce
greenhouse gas emissions from

its operations and its products.

Innovation is a central feature

of the major shift under way.

With its broad coverage of aircraft
systems, and propulsion systems in
particular, Safran is capable of
offering technological solutions.



Message from the Chairman

of the Board of Directors
ROSS McINNES

and the Chief Executive Officer
OLIVIER ANDRIES

Our priorities are to contribute

to the development of a new
generation of ultra-efficient short-
and medium-haul aircraft for 2030-
2035, powered by an ultra-efficient
engine consuming 20% less fuel than
the present-day LEAP® and running
on up to 100% sustainable fuels.
Another development area that will
prove essential in meeting carbon
neutrality objectives is that of electric
and hybrid propulsion systems for
short-distance flights.

In late February, Safran released

its financial targets for 2021, a year
of gradual recovery with back-end
loaded in terms of business and
profitability.

Air traffic at the start of the year
confirms the need for caution

in the first half of 2021, especially

in service and spare parts activities,
where a gradual pick-up is expected
from the third quarter. In view of
airframers’ new production rates,
especially on long-haul programs,
Safran foresees a slight organic dip
in original equipment sales for 2021.

The long-term outlook for Safran
remains bright, because we are
convinced that people will continue
to need and want to travel.

(1) Adjusted data.

Integrated Report

o d The total mobilization of all teams enabled Safran to tackle

the crisis in 2020. Although uncertainties remain, notably for the first
half of 2021, | am determined to push ahead with the ongoing efforts,
and | am optimistic for the future of the Group, which will harness
full strength from its assets once the recovery is underway.
Leadership in low-carhon aviation is a priority, and Safran,

as a leading aircraft engine and equipment manufacturer,

has a central role to play in achieving the aerospace industry’s
carbon neutrality objectives by 2050. PP

OLIVIER ANDRIES

In connecting people and countries,
aviation is an accelerator of human
and trading links.

Safran will leverage the quality

of its many assets, which will
together help to drive the recovery:

* LEAP, the engine of choice of
airlines for fleet renewal and new
investments;

a young in-service fleet of
second-generation CFM56° engines,
widely used by airlines even in
times of crisis, and the first to
benefit from the coming recovery;
leading global positions in the
systems that will equip aircraft in
the recovery phase, as customers’
aircraft return to the air;

technical and industrial credibility in
Aircraft Interiors, which has restored
customers’ trust in the business
despite being hard hit by the crisis;
proven organizational agility

(as with the introduction of
long-term short-time working

and teleworking).

We would like to thank you

for your trust and hope you enjoy
reading this report.

Regards,

Ross Mclnnes and Olivier Andriés

2020 UNIVERSAL REGISTRATION DOCUMENT SAFRANI 3
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GROUP PROFILE

SAFRAN’S RESPONSE TO
THE COVID-19 CRISIS

The magnitude and duration of the unprecedented Covid-19 crisis will have
a lasting impact on the aerospace industry. The central scenario points to a very
gradual recovery, driven by the short- and medium-haul segment,
with air traffic expected to be back to 2019 levels by 2025.

Employee
protection against Covid-19
and business continuity

The Group crisis management unit formed in January 2020
set two initial priorities: provide optimally safe working
conditions for Safran employees, and ensure the continuity
of essential businesses.

Safran adapted its work organization in rigorous compliance
with the requirements set by governments in its host countries,
applying strict health standards and social distancing measures,
and even temporarily shutting down some sites for varying
durations.

Safran managed to continue serving its customers, while
ensuring the protection of its employees. Temporarily closed
sites were reopened swiftly, with four sites remaining closed
on October 16, 2020 (down from 14 on July 17 and 30 on
May 18)®.

(1) Including sites closed because of a decline in business.

(2) Calculated on the basis of aggregates published in Safran financial communications.

(3) EBITDA (Earnings Before Interest, Taxes, Depreciation and Amortization) is the sum of recurring operating
income plus net recurring and non-recurring amortization, provisions and depreciation.

* The bridge facility was fully canceled on March 16, 2021 following the March 4, 2021 signature of a long-term

Increased liquidity and sound
balance sheet to navigate the crisis
and finance ongoing business

SECURING LONG-TERM FINANCING

At end-2020, the bridge facility set up at the start of the crisis
(April 22,2020) for a maximum maturity of two years remained
undrawn, and the initial amount of €3.0 billion was reduced
to €1.4 billion*, with Safran refinancing more than 50% of the
undrawn short-term facility with long-term debt (at 7-12 year
terms):

O May 15, 2020: issue of €800 million of convertible bonds
due May 15, 2027.

0 June 29, 2020: issue of senior unsecured notes in euros
and US dollars on the US private placement market (USPP),
for the equivalent of €564 million (€282 million at 10 years
and €282 million at 12 years).

0O October 12, 2020: tap issue of €200 million in convertible
bonds due May 15, 2027.

Safran also has a €2.52 billion undrawn credit facility available

until December 2022.

MAIN FINANCIAL
RATIOS @

Net debt/EBITDA®

1.13

Net debt/total equity

21.9%

€500 million loan with the European Investment Bank, and the March 16, 2021 issue of €700 million in

five-year bonds and €700 million in ten-year bonds.

I SAFRAN 2020 UNIVERSAL REGISTRATION DOCUMENT
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Rapid, proactive implementation of adaptation plan,
lowering Safran’s breakeven point

Workforce resized Global workforce reduction of more than 16,500 people, over 21,000 including temporary staff,
in line with Company at end-2020.
needs In France, signature of the Activity Transformation Agreement in July 2020 with all trade unions

at Group level, running to the end of 2021 and renewable:

- Rollout of long-term short-time working, with potential worktime reductions of up

to 40-50% in France, granting more flexibility

- Wage restraint

- Promotion of mobility

- Cap of profit-sharing and savings schemes

On average from April to December 2020, short-time working concerned 21% of employees
worldwide and 23% in France (excluding public holidays and days off)

Industrial footprint
streamlined

Closure of sites in Seats (Camberley in the United Kingdom, Santa Maria in the United States),
Cabin (Sterling in the United States) and Electrical & Power (Eatontown in the United States)

Purchasing programs
scaled back

subcontracting

'480/0 expenses

430/ purchases of raw materials and supplies
0 (excluding impact of change in inventories)

Operating expenses
reduced®

-25%
-35%

R&D expenses reduced

Capex commitments
reduced

'670/0 and a €246m reduction in cash outflow from 2019 to 2020

Support for the supply chain

In 2020, Safran withstood
the crisis thanks to its rapid

ATTENTIVE MONITORING
OF SAFRAN SUPPLIERS

To weather the crisis, Safran set up a

watch tower for monitoring and

supporting its strategic suppliers, with
the following aims:

0 identify the suppliers most at risk, with
apotentialimpact on Safran businesses;

0 determine the impact of the crisis on
these suppliers and their capacity to
sustain business;

0 examine possible measures (payment
term adjustments, advance orders,
etc.), and the impact of government
support, and, where applicable, guide
suppliers towards more structural
solutions (backing from other industrial
companies, investment funds, etc.).

(1) Excluding purchases, including R&D expenditure and government aids on short-time working measures.

INDUSTRY-SPECIFIC RELIEF FUND

In 2020, Safran invested €58 million in
the Ace Aéro Partenaires fund set up
under the French aerospace industry
support plan. With contributions from
the French State, major industrial
contractors and asset management firm
Tikehau Capital, initial funds of
€630 million were raised in July 2020
(subsequently increased to €730 million),
the aim being a total of €1 billion. In
contributing to the financing of
businesses hit by the crisis, Safran is
actively participating in the restructuring
and consolidation of the industrial fabric
of the French aerospace sector.

2020 UNIVERSAL REGISTRATION DOCUMENT SAFRAN I

response capability and resilient
business model, drawing on

its long-standing presence

in the civil engine aftermarket
and the short- and medium-haul
aircraft segment.

In the longer term, the growth
fundamentals behind Safran’s
business remain unchanged.
Safran’s technological roadmap
remains appropriate thanks to
the French government’s
large-scale support plans
(current roadmap pushed back
just less than a year behind the
pre-Covid-19 roadmap). Climate
change will be a central
challenge in the recovery
process: Safran is committed to
green aviation, which will emerge
as a major post-crisis trend.
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GROUP PROFILE

SAFRAN:
A COMPREHENSIVE OFFERING

Present in all aircraft components,
Safran strives to build the future of the global aerospace sector
and be the preferred partner of airframers and airlines.

Avionics Cabin interiors Power & data wiring
Inertial navigation systems Seats
Flight data acquisition unit IFEC - In-flight
) _ entertainment & connectivity
Electrical flight Cabin lighting
actuators Air management
_ systems
Cockpit
« Pilot control systems S Auxiliary
* Panels & displays
Sk Py Oxygen systems Power Unit (APU)
* Windshield
wiper systems

Evacuation slides
erio . and life rafts

hting Anti-icing & de-icing

X
lig
Landing gears
Braking & landing
control systems
Wheels and carbon
brakes

Cargo
containers
and pallets

Lavatories,
water & waste .
Nacelles Inerting & fuel systems
and components
Power transmission
systems

Engines
Engine control systems (FADEC)

Galleys & equipment Power distribution and generation

Leadership positions
in its main business segments

NO. 1 WORLDWIDE"

)

AEROSPACE
PROPULSION

engines powering single-aisle
mainline commercial jets®

helicopter turbine engines

(1)  Source: Safran.

AIRCRAFT EQUIPMENT/
DEFENSE/AEROSYSTEMS

landing gear

wheels and carbon brakes
for 100+ seater civil aircraft

electrical wiring
evacuation slides and oxygen systems

(2) In partnership with GE, under the CFM International joint venture.

I SAFRAN 2020 UNIVERSAL REGISTRATION DOCUMENT

AIRCRAFT
INTERIORS

cabin interiors for regional
and business aircraft

cabin liners,
galleys,
trolleys,
containers,
onboard water and waste
management systems



A balanced portfolio across
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the aerospace and defense sector

BREAKDOWN OF 2020 REVENUE
BY SEGMENT (ADJUSTED)

(in %)

461,

€7,663 MILLION

24,204
EMPLOYEES
2 0B N
Civil Helicopter Military
aviation  turhines aviation
66% 167 182

Or_iginal
Services equipment

61% 697%

Original
equipment

39 Original
equipment

5%

AIRCRAFY

INTERIOR®

427,

€6,893 MILLION

38,471
EMPLOYEES

127,
€1,922 MILLION

13,928
EMPLOYEES

* including retrofit activities

Safran products have common features that contribute to the resilience of its business model:
its position as a tier-one supplier to airframers and airlines; high technology content;
and leadership positions in its main business segments.

®

v

A full-fledged engine manufacturer®,
Safran supplies airframers with engines
for commercial aircraft, military aircraft,
regional transport aircraft, business jets
and helicopters.

To increase cost efficiency and share
risks, engine manufacturers develop
their engine programs in partnership.
Safran has primarily partnered with
GE since the 1970s, when they set up
the 50-50 joint venture CFM International,
which develops the CFM56°® and LEAP®
engines. This partnership has been
extended through to 2040. Safran also
contributes to access to space through
its 50% stake in the ArianeGroup joint
venture, prime contractor for the Ariane
5 and Ariane 6 launchers.

v

Safran supplies a wide range of aircraft
equipment including landing and
braking systems, nacelles, and related
electrical systems and engineering
solutions.

Defense: Safran provides solutions
and services in optronics, avionics,
navigation systems, tactical drones,
electronics and critical software for
civil and defense markets.
Aerosystems: Safran is one of the world's
leading playersin aerosystems, supplying
equipment that assures essential aircraft
functions and aircraft safety: safety
systems (evacuation slides, oxygen
masks, etc.); cockpit systems; and fluid
management systems (fuel, pneumatic
and hydraulic circuits).

v

To ensure passenger safety and optimize
comfort, Safran develops cabin interiors
(overhead bins, lavatories, galley and
catering equipment, etc.) passenger
and crew seats, water and waste
management systems, in-flight
entertainment systems (RAVE™), and
interior refits for commercial aircraft.
Safran’s aircraft interiors business
addresses both airframers (under the
SFE® model) and airline companies
(BFE® model).

(1) A full-fledged engine manufacturer is present in all engine components and all propulsion market segments.
(2) Supplier Furnished Equipment: equipment specified and purchased by the airframer.
(3) Buyer Furnished Equipment: equipment specified and purchased by the airline.

2020 UNIVERSAL REGISTRATION DOCUMENT SAFRAN I
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GROUP PROFILE

A LEADING
GLOBAL PLAYER

Since its creation in 2005, Safran has expanded internationally.
With around 78,900 employees in 27 countries,
the Group has extended its footprint beyond its European base
and is now present in North and South America, Africa,
the Middle East, Asia and Oceania.

Leveraging its global footprint,
the Group establishes strong

and sustainable relationships with
the majority of aerospace players
and airlines, reflecting its desire
to supply its customers promptly
from local bases.

AMERICAS

247,
18,469
EMPLOYEES

@70318

GEOGRAPHIC SPREAD
OF EMPLOYEES AND SITES
AT END-2020

Percentage of employees
% of employees in the total Group workforce

Number of sites®

R&D and Service and Commercial and
production activities maintenance activities administrative activities

(1) Each site corresponds to a legal entity covering one or more tertiary, production, service or maintenance sites.

I SAFRAN 2020 UNIVERSAL REGISTRATION DOCUMENT
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EUROPE
FRANCE (excl. France)

99/, 117

43,315 8,800
EMPLOYEES EMPLOYEES
SN me /2N a S
63 14 20 { |27 (3¢ )8 | 3
(@) (x)8(=
- Fa

ASIA
OCEANIA

YA
3,405
EMPLOYEES

8 8 2

AFRICA
MIDDLE EAST ¥y

b7
4,903
EMPLOYEES

1031
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ECOSYSTEM

A LOOK BACK AT OUR HISTORY

With a rich history spanning over 100 years,
Safran has made high technology its hallmark.

Société des Moteurs Gnome

is founded in the Paris suburb of
Gennevilliers. Ghome rotary engines
become the standard for planes
around the world.

Creation of Société des Moteurs
Le Rhéne, Gnome’s main competitor
before being taken over by its rival.

Creation of Société d’Applications
Générales d’Electricité et de
Mécanique (Sagem), that will mainly
manufacture cameras and artillery
equipment and go on to design the
world’s first infrared guidance system
for air-to-air missiles.

Gnome & Rhoéne is nationalized and
renamed Snecma (Société Nationale
d’Etude et de Construction

de Moteurs d’Aviation).

1945-2002

Several aerospace companies join
Snecma: Hispano-Suiza, a specialist
in power transmission for aircraft
engines, followed by Messier-
Hispano-Bugatti, a specialist

in landing gear.

In 2000, wiring specialist Labinal and

its helicopter engine manufacturer
subsidiary Turbomeca join Snecma.

In 2002, nacelles specialist
Hurel-Dubois joins Snecma.

Snecma becomes a civil aircraft
engine manufacturer through

a cooperation agreement with
GE for the manufacture

of the CFM56 engine.

10 ISAFRAN 2020 UNIVERSAL REGISTRATION DOCUMENT

TRENDS IN THE SAFRAN SHARE PRICE
AND THE EURO STOXX 50 INDEX

(in %) (May 11, 2005 to March 25, 2021)

1000
SAFRAN: +654%
EURO STOXX 50: +29%
800
600
Extension of
the partnership
with GE until 2040.
400
Safran is formed from
the merger of Snecma
and Sagem.
200
(0}
Trends in the Safran share price since May 2005
-200
%) © Q) (o) 9] (@)
o S S o S S o
N & & & N N N
0<° O\\ O\\ 0\\ (S\\ O\\ O\\
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OWNERSHIP STRUCTURE

(in %)

Share capital at December 31, 2020
Number of shares: 427,235,939

13 0.1 Takeover and merger
of Zodiac Aerospace

Employees Treasur
ooy shares v by Safran. Rebranding
- under the Safran name
1.2 der the Saf
French of all former Zodiac
State Aerospace businesses.
81.4
—
Free float

Business
combination
agreement between
Safran and Zodiac
Aerospace. Disposal
of the detection,
identity and security
businesses.

Inclusion of “Safran”

in the corporate name
of all its subsidiaries.
Creation of ArianeGroup
with Airbus.

Acquisition of
Goodrich’s electrical
systems business.

Worldwide stock-
market downturn
resulting from the

Covid-19 crisis.

MWMWW

== Trends in the EURO STOXX 50 index since May 2005

2020 UNIVERSAL REGISTRATION DOCUMENT SAFRAN I
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ECOSYSTEM

STAKEHOLDER BENEFITS -
OUR CONTRIBUTIONS

In 2020, Safran maintained its essential activities for all its customers.
Throughout the crisis, Safran’s CSR® approach proved its worth
as a key asset for short-, medium- and long-term value creation.
The Group sought to minimize the impacts of the crisis on its employees and
stakeholders, while contributing to a safer, more sustainable world, where air transport
is more environmentally friendly, comfortable and accessible.

Expectations shared by all stakeholders, consistent
with Safran’s absolute priorities:

o Aviation safety
o Ambitious climate strategy

Business community

Customers (airframers,
airlines, etc.)
Suppliers and sub-contractors

Partners (industrial companies,
research laboratories, etc.)

Main expectations

0 Customers: safe, reliable, efficient,
available and innovative products
and services.

O Suppliers and subcontractors:
relationships rooted in fulfillment
of reciprocal commitments, trust
and shared long-term vision.

0 Partners: pursuit of continuous
innovation, and protection of their
intellectual property.

Safran contribution

Trust-based relationships renewed
with each generation of aircraft;
reliable, environmentally-responsible
products that create value.
Payment terms met (any potential
delays following the March 2020
lockdown in France were caught up
during 2020).

Mobilization and everyday
commitment with suppliers and
subcontractors (especially SMEs

(1) Corporate social responsibility.

and mid-sized companies) in the
pursuit of operational excellence,
competitive performance and carbon
footprint reduction, in order to offer
customers the very best products
and services.

Key points

* Safran holds the Responsible
Purchasing and Supplier Relations
Label® since 2014.

« €8 billion in purchasing from
suppliers (48.5% of Group revenue).

* 42% of purchasing volume sourced
in France in 2020, including 83%
from SME and mid-sized companies.

* 75% of R&T® expenditure focused
on environmental efficiency.

* More than 1,000 initial patent
requests per year worldwide.

AR

AN

o

M

Public partners

Government bodies

and local authorities

European and international bodies
Certification authorities

Main expectations

O Ethical business conduct, internal and
external CSR commitments.

0 Safe products that comply with
international standards.

0 Contribution to the European Green
Deal.

Safran contribution

Systematic communication of the
business ethics culture to all our
employees and suppliers; sustained
R&D. An ambitious climate strategy.

Key points

* In 2012, Safran became the first CAC 40
company to obtain “anti-corruption”
certification from the French Agency
for the Diffusion of Technological
Information (ADIT).

«43.5% of buyers were trained in
responsible purchasing methods in 2020.

* 30% reduction in greenhouse gas
emissions across operations by 2025
vs. 2018.

(2) The Responsible Purchasing and Supplier Relations Label replaces the Responsible Supplier Relations Label.

(3) Research and Technology.

(4) Task Force on Climate-related Financial Disclosures.

I SAFRAN 2020 UNIVERSAL REGISTRATION DOCUMENT
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Employees
and employee
representatives

Main expectations

Safeguarding of jobs and business;
motivating career paths; regular skills
development; commitment to workplace
health and safety and the environment;
and compliance with national and
international labor conventions.

Safran contribution

Rapid adaptation to the crisis;
commitments on maintaining staff
employability; ongoing employee
training; expertise retained; active and
constructive employee dialogue; steadily
decreasing accident rates; new
international employee shareholding
planin 2020.

Key points

 Signature of an Activity Transformation
Agreement with all trade unions in
France in order to protect jobs.

* 7.25% of share capital held by current
and former employees in 2020.

* Frequency rate of lost-time work
accidents: 2.0 (number of accidents
per million hours worked) in 2020.

* Approx. one million training hours
worldwide in 2020.

Civil society

Academia, local
community, associations
and Non-Governmental
Organizations (NGOs)

Main expectations

Youth training; exchanges between
business and academic worlds;
consideration of environmental and
social challenges in the Group
strategy and throughout the value
chain.

Safran contribution

Youth training; school presentations
of Safran’s businesses; support on
developing educational programs;
sustained R&D to prepare for the
future of the aerospace industry and
the development of new products
and equipment contributing to
decarbonizing the aviation industry.

Financial community

Institutional investors, individual
shareholders and employee
shareholders, financial analysts,
financial rating agencies

Main expectations

Attractive shareholder value creation
and transparency in company
management, financial and
non-financial commitments, long-term
strategy and implementation, and
inclusion of CSR criteria.

Safran contribution

Accurate, precise and fair information
accessible to the financial community;
regular presentation of the Group’s
multi-year objectives at Capital
Markets Days; availability for the
entire financial and non-financial
community.

Integrated Report

Key points

» Technological roadmap preserved
despite the crisis, thanks to
government support.

« Ambitious climate strategy with
three focuses: technological
breakthrough in next-generation
engines, massive development of
sustainable fuels, and electric
hybridization for propulsion systems.

* More than 5,000 interns, work-
study program participants and
PhD students across Europe in
2020.

* Sponsorships and foundations on
professional and social integration.

Key points

¢ Publication and fulfillment of
financial targets in 2020, despite
the unprecedented crisis impacting
the aerospace industry.

* Performance recognized by the
main non-financial rating agencies.

» Communications reinforced with
alignment of climate reporting to
TCFD recommendations®.

« Safran assigned its first long-term
credit rating in February 2021: BBB+
(with stable outlook).

2020 UNIVERSAL REGISTRATION DOCUMENT SAFRAN I
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ECOSYSTEM

SAFRAN’S CSR™ STRATEGY:
ENGAGE FOR THE FUTURE

Through its commitments and the related actions, Safran’s CSR strategy
- Engage for the Future - is a reflection of the Company’s corporate identity
and contributes to the Group’s core purpose.

A CSR approach co-constructed
with all stakeholders

Safran’s CSR strategy - Engage for the
Future - sets out commitments
addressing stakeholder expectations. It
was developed from an update to the
materiality matrix of non-financial
challenges plotted in early 2020, along
with input from working groups formed
with Group employees.

0 Update to the materiality matrix
resulting from consultation with more
than 70 external stakeholders
(suppliers, customers, etc.) and 600
internal stakeholders. Nine challenges
for Safran were pinpointed:
reduction of atmospheric emissions
and the carbon impact linked to the
use of products and services;

- innovation and eco-design of products
and services;

- technological developments;

- customer satisfaction and trust;

- business ethics and the fight against
corruption;

- skills development and talent retention;

- health and safety in the workplace;

- attractiveness of Safran and recruitment
of talent;

- quality and safety of products and
services.

O Consultation with more than
160 Group employees, across over
30 businesslinesin all of the geographic
regions where Safran operates.

CORE PURPOSE

“Engage for the Future”,
a nhew CSR strategy

“Engage for the Future” was developed
in line with the Group’s core purpose,
as defined in 2020, and actively
contributes to it through its objectives,
commitments and actions. It is aligned
with the UN Global Compact, of which
Safran has been a signatory since 2014,
and actively contributes to progress
toward 12 of the 17 UN Sustainable
Development Goals (SDGs) set out
below.

“Thanks to the commitment of our employees, proven innovation and operational excellence,
Safran designs, builds and supports high-tech solutions to contribute to a safer, more sustainable world,
where air transport is more environmentally friendly, comfortable and accessible.
We also apply our skills to develop solutions that meet strategic needs, such as defense and access to space.”

1

&

> L

+

Decarbonize
aerospace
Be recognized as a leader

in the decarbonization
of the aviation sector

55 1. Make carbon
& neutral aircraft
the R&T priority

FEE@ 2. Reduce CO2
@ emissions throughout
our value chain

4 3. Involve employees
@®) inthe reduction of

their carbon footprint

13 g
AcTon

(1) Corporate social responsibility.

&
Be an exemplary
employer
Be considered as an employer
of choice by our employees
and the talents of the sector

IT"M 4. Accelerate training
!ﬂ in the skills and jobs
of tomorrow

M 5. Ensure health and

J\,\/\, safety of employees,
improve the quality
of life at work and
maintain a thriving

social dialogue

I8 6. Encourage equal
g' opportunities and
promote diversity
10

DiceD
QUALTES
-
v

=
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Embody
responsible industry
Be the benchmark in our

production methods and
throughout our value chain

7. Uphold the highest
standards of ethics

8 Euree IS Strengthen
ii/" responsible supply
chain management
and support suppliers

cLE R

Y 9. Respect
the environment

and natural resources

Affirm our commitment
to citizenship

Get involved with our local
communities and contribute
to their development

10. Be at the
forefront of innovation
to protect citizens

i

11. Develop
partnerships for
training and research

17 Pamsues
FORTHEGOALS

®

P

10 2
LGl 12. Enhance
(3 professional
= P .
and social integration

4
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Key objectives for 2025

To fulfill its ambitions and create value, Safran has set objectives for 2025 that will enable the Group to track progress annually
for each pillar in the CSR roadmap. These objectives can also be found on page 51, in the overall table of key performance

indicators, marked with the symbol [€sr].

PILLAR 2025 OBJECTIVE 2019 2020
Decarbonize Scope 3 (product usage):
aerospace 75% of R&T investment focused on environmental efficiency
Choose technologies (engines and equipment) contributing 75% 75%
to ultra-efficient aircraft for 2035, targeting carbon neutrality for 2050,
with 100% sustainable fuels
oo - 3% -31%
. 0,
Scopes Tand 2: 30% reduction in CO2 emissions vs. 2018 (623619 t COeq)® (414,988 t COseq.)
100% of facilities to have achieved the five zero targets roadmap® * *
Be Maintain the number of training hours per employee per year® 26 13
an exemplary Frequency rate of lost-time work accidents below 2.5 3.2 2.0
employer
100% of employees worldwide to benefit from a minimum level of health " N
cover (medical, optical and dental)
22% of women among senior managers 12% 13%
Embody 100% of senior managers and exposed and affected people trained . 66%
responsible in anti-corruption® °
industry 100% of senior managers and exposed and affected people trained " M
in export control®
80% of purchases made from suppliers that have signed . 40%
the Safran's responsible purchasing charter®
100% of sites certified “Gold” to internal HSE standards 50% 60%
Increase the waste recovery ratio (objective to be calculated in 2021) 68.3% 70.5%
Affirm our Increase the number of new PhD students in the company per year (> 65) 63® 36
commitment
to citizenship At least one social or professional integration initiative run by each Safran site * *

* Measured across the whole scope in 2021.

(1) 2019 emissions figures, which included estimated data for fourth-quarter 2019, were revised in 2020 to reflect the actual data.

(2) Zero non-recycled paper in 2021, zero machines or equipment running unnecessarily in 2022, zero single-use plastic cups or dishes in 2023, zero catering
products from extracontinental geographic areas in 2024, and zero non-eco-friendly green spaces in 2025.

(3) Compared to 2019. Excluding employees on long-term absence.

(4) Number of accidents per million hours worked.

(5) Purchasing, HR, Sales, Legal, Finance, Audit & Internal Control, Compliance & Business Ethics, Risks and Communications Departments, with customers,

suppliers and partners concerned.

(6) People exposed and affected in all Group departments.
(7) Or using an equivalent responsible purchasing charter.
(8) Average new PhD students over three years (2017-2019).

A dedicated CSR
governance

The CSR strategy is led by the Executive
Committee and steered by the Executive
Vice President, Corporate Human and
Social Responsibility, who draws on the
work of the CSR Department in defining
the CSR strategy, its roadmap and its
rollout. The department works with all
Group companies and departments to
ensure that the CSR strategy is in place
across the whole of the Group and
engages all employees onits Group-wide
commitments. CSR challenges are
presented to and monitored by the
Board of Directors and the Executive
Committee each year.

vigeuipis

Rating reviewed
every two years.

SNCDP

Rating from “F” to “A”
(A being the highest).

{ ) SUSTAINALYTICS

The rating evaluates ESG risk
level, with the lowest rating
corresponding to the best
non-financial performance.

MSCI @
Rating from “CCC” to “AAA”
(AAA being the highest).

Non-financial ratings

>

55/100 Robust level

> * st company out of 20 in the aerospace and
defense industry ranking in Europe

* 1*t out of 44 worldwide

»  C (Awareness level) A- (Leadership level)

28.0 - Medium risk

« 6 out of 82 in the
aerospace and defense
industry

A rating

24.9 - Medium risk

« 4" out of 88 in the
aerospace and defense
industry

A rating

2020 UNIVERSAL REGISTRATION DOCUMENT SAFRAN I
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ECOSYSTEM

OUR MARKETS

Despite the impact of the Covid-19 crisis on the aerospace market
over the coming years, the underlying air traffic development fundamentals
remain solid and should continue to drive strong long-term growth
in the global commercial aircraft fleet.

The Covid-19 crisis has had an
unprecedented impact on air traffic: the
ICAO® estimates a 60% drop in the
number of passengers in 2020.
Nevertheless, the underlying air traffic
growth fundamentals, for the medium
and long term, remain:

O the increasing accessibility and
popularity of air travel spurred by
falling prices;

0 higher load factors to win market share
and increase profitability in airline
company operations;

CIVIL AVIATION, GLOBAL PROJECTIONS

Civil aviation

0 demand in regions enjoying strong
economic growth (in particular China,
South-East Asia and India), and
renewal of the existing fleet (mainly
in North America and Europe).

High growth in air traffic proved resilient
against previous global economic crises
(in 2001 and 2008), and Safran expects
areturnto 2019 traffic levels somewhere
between 2023 and 2025, followed by
sound growth, despite the increasing
weight of ecological impact on air
transport.

Estimates point to a total of around
34,500 new planes over the next
20 years. This dynamic is especially
pronounced in the short- and
medium-haul aircraft segment, which
expects 22,400 new planes over the
same period. In addition, airframers
Airbus and Boeing report very high
order backlogs despite the crisis (7,184
and 4,997 respectively, at the end of
December 2020). The same trend has
also been observed in the aftermarket,
with strong growth driven by the
increasing in-service fleet size.

The long-term growth outlook remains strong, despite the short- and medium-term impact of the Covid-19

crisis on air traffic.

21,000 Global aircraft capacity (measured in ASK) until 2040*:

0y
18,000 Global aircraft traffic (measured in RPK) until 2040*: +29/u

15,000
12,000
9,000
6,000

3,000

1980
A

62.87%

1985 1990

Global aircraft capacity (ASK)

995

-~
-~
7
//
-66% RPK** ——=
-
///
/
Air traffic _—
2000 2005 2010 2015 2020 2025 2030 2035 2040
AA A
82.67 6487 84.27

— Global air traffic (RPK)

A Load factor

RPK: Revenue passenger kilometers, in billions (= number of occupied seats multiplied
by the total distance traveled by the global fleet).
ASK: Available seat kilometers, in billions (= number of available seats multiplied by the distance

traveled by the global fleet).

Source: Safran Aircraft Engines.

* Annual growth (reference year: 2019).
**In 2020 vs. 2019 (source: International Air Transport Association).

(1) International Civil Aviation Organization.
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Defense and space

A clear and ongoing upward trend in
defense and space budgets has been
observed worldwide over recent years,
in a context of persistent or heightening
tension in many regions.

In Europe, the initiatives taken in recent
years by the European Commission and
member states have proved successful,
with co-financing for cooperative
programs topping €500 million in 2019-
2020. The European Defense Fund (EDF)

was formed to co-finance collaborative
research and development programs,
with a budget of €7 billion over the
period covered by the upcoming
European Union multi-annual financial
framework (2021-2027). Prospects on
new space projects are advanced by a
record budget of €13.2 billion for 2021-
2027, plus confirmation of a firm intention
to strengthen European sovereignty in
space.

Integrated Report

FOCUS ON SAFRAN’S
MILITARY ACTIVITIES

Over and above the electronic
activities of Safran Electronics

& Defense, all Group subsidiaries
are present in the military sector,
which accounted for approximately
24% of Group revenue in 2020.
Products notably include

the M88 engines powering

the Rafale, military helicopter
turbine engines, TP400 engines
powering the A400M transport
plane, electrical wiring for the
Rafale, landing gear, tactical
drones and auxiliary power units
(APUs). Safran also holds 50%

of ArianeGroup, which develops
launchers for nuclear deterrence.

Business aviation and helicopters

Business aviation was less impacted
than commercial aviation by the Covid-19
crisis in 2020. Growth prospects for the
business aircraft fleet, already limited
before the crisis, nevertheless appear
uncertain.

At the end of 2020, there were around
21,700 business aircraft in service plus
some 500 in storage. The crisis impacted
the helicopter market to different extents

(1) Through the EPI (EuroProp International) consortium.

in different contexts, with usage in
military, healthcare and public service
remaining robust. Overall, the impact
was less pronounced than in commercial
aviation, with a 25% drop in flight
volumes at the worst of the crisis, with
a swift return to normal expected. Some
51,000 helicopters were in service
worldwide in 2020.

2020 UNIVERSAL REGISTRATION DOCUMENT SAFRAN I
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STRATEGY AND BUSINESS MODEL

AEROSPACE INDUSTRY
TRANSFORMATION

Safran operates in a changing industrial landscape,
hit by the short-term impact of the Covid-19 crisis.

UNDERLYING TRENDS STILL STRONG

Stronger role of

national authorities

Traffic resumption, border
reopenings, air safety, support
for the aviation sector

e &
Y 2
Geopolitical risks

Environmental challenges
Towards carbon neutral aviation

for 2050

D

o

o

and global competition

Environmental
challenges

The crisis confirmed expectations with
regard to climate change, especially for
the aviation sector, which must step up
efforts on decarbonization (pages 24
to 27).

(1) Vertical Take-Off and Landing aircraft.

Technological breakthroughs
and next-generation aircraft
Breakthrough innovations,
entry-into-service scenarios

Shifts in vertical integration
and consolidation patterns

Technological breakthroughs
and next-generation aircraft

Innovation has been a cornerstone of
the aerospace sector from the outset.
Today’s aircraft are five times more fuel
efficient than those of the 1950’s, chiefly
because of engine improvements, and
civil aviation is one of the world’s safest
means of transport.

To meet the climate challenge, disruptive
innovations are needed in forthcoming
platforms: digitalization, connectivity,
autonomy, hybrid and/or electric
propulsion, distributed propulsion,
materials, processes, sustainable fuels,

I SAFRAN 2020 UNIVERSAL REGISTRATION DOCUMENT

hydrogen, etc. Innovations here will pave
the way to engine architectures,
concepts, production methods, services,
players and uses (particularly VTOL®).
At the same time, the Covid-19 crisis
creates uncertainty in airframer

schedules for forthcoming aircraft
generations.




Shifts in vertical integration
and consolidation patterns

Collapse of the Boeing/Embraer merger
dealin 2020 marks a halt in the airframer
consolidation trend initiated in 2017,
when Airbus took over the A220
(formerly the Bombardier C-Series)

program. After the wave of equipment
manufacturer and supply-chain mergers
in 2018-2019, further consolidations
might occur given the crisis impacting
the commercial aviation industry.

Geopolitical risks
and global competition

The Covid-19 crisis comes at a time of
geopolitical and commercial tensions,
which are affecting the aviation sector
and the aerospace industry in various
ways: tensions over the resumption
of international flights during the
crisis, flight re-authorization delays,
measures restricting license or export
authorizations, etc.

Lastly, aircraft leasing companies,
investors and finance companies remain
major players in the aviation ecosystem,
contributing to the resilience of the
crisis-hit sector. In 2020, more than 50%
of short- and medium-haul civil aircraft
delivered were financed by leasing
companies.

2020 UNIVERSAL REGISTRATION DOCUMENT SAFRAN I
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Stronger role
of national authorities

Though air transport is today one of the
safest means of transport in the world,
the two Boeing 737 MAX accidents, in
2018 and 2019, sharpened certification
authorities’ attention on safety
throughout the aircraft life cycle. The
flight re-authorization process begun
in 2020 revealed intensified expectations
on flight safety, a fundamental
challenge shared by all Group companies.
That aside, the crisis has marked a
reinforcement of the roles played by
national authorities in the aviation sector,
as regards the management of border
openings, health measures for
passengers, support for airlines, and aid
for the aerospace industry.
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STRATEGY AND BUSINESS MODEL

OUR AMBITIONS

The major ecosystem trends outlined previously point to a return to solid growth
for the sector, which will be required to meet major technological challenges
on decarbonization, while upholding safety and competitive performance.

Safran aims to become the world’s
leading aircraft equipment supplier
within the next 15 years. To achieve this
goal, the Group draws in particular on:

0 a business model building on:

« products with business cycles of
different maturities (from just a few
years for an aircraft seat and up to
40 years for an engine);

* service and aftermarket businesses
(including spare parts and long-term
contracts), that now generate nearly
half of its revenue. These services
ensure recurring revenue streams,
margins with smooth time-spreads,
and improved visibility;

AIRCRAFT EQUIPMENT/
DEFENSE/AEROSYSTEMS

Become the world’s leading aircraft
equipment supplier

Be the leader in systems and equipment
for more electrical aircraft,
Including propulsion hybridization

Capitalize on business lines consistent
with French and European self-reliance,
leveraging proprietary technologies

« coverage of all sub-segments of the
aerospace and defense sector (regional
aircraft, short and medium haul, long
haul, business jets, helicopters, military
aircraft), to reduce sensitivity to
variations in business cycles;

0 two key priorities: climate change and
aviation safety;

0 a clear strategy drawing upon three
key Safran assets: sustainable
innovation, operating excellence and
responsible conduct;

0 "Engage for the Future”, a CSR strategy
with four pillars: decarbonize
aerospace, be an exemplary employer,
embody responsible industry and
affirm our commitment to citizenship.

By focusing on both operating excellence
and the investment needed to lead in
state-of-the-art technology, the Group
is ideally placed to emerge from the
crisis in a stronger position and cross a
new threshold in business growth and
value creation.

)

AEROSPACE PROPULSION

Adapt production in phase
with the ramp-up in airframer demand

Be on the cutting edge of green aviation

Consolidate the position of full-fledged

engine manufacturer®

Prepare the civil and military propulsion
technologies of the future

Profit from growth in service activities
thanks to a large operation base

Keep a leading global position
in onboard safety systems

A CLEAR

of still young civil engines

ROADMAP

AIRCRAFT INTERIORS

Restore the operational excellence
and competitiveness of this business

Propose innovative solutions
for our customers in clean,

connected and sustainable cabins

Build on our strong position on the market
with a broad, modular product range

(1) Safranis present in all engine components and all segments

of the propulsion market.
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financial performance



CFM56 - LEAP engines

Integrated Report

leaders on the short- and medium-haul segment, a key asset for Safran

In this segment, CFM International (a 50-50 joint venture between Safran Aircraft Engines and GE) has a market share of
around 70% thanks to 40 years of commercial success.

LONG-TERM

PROSPECTS

The propulsion business generates
significant service activities, mainly
comprising the sale of spare parts and
maintenance, repair and overhaul (MRO)
services. Given the size of the engine
fleet in service, Safran has substantial
growth potential. The Group has been
developing long-term service contracts
for a number of years, in response to
customer demand, which now apply to
the LEAP engine. Aftermarket services
for LEAP engine will gradually take over
from the CFM56 engine from 2025.

A LARGE CFM56 FLEET

IN SERVICE

With an in-operation base® of 31,865
engines at the end of 2020 (including
some 23,000 CFM56-5B/-7B), the
CFM56 is the biggest commercial
success in the history of civil aviation.
It will continue to generate service
activities for Safran over the next
20 years. The fleet of second-generation
CFM56 engines (-5B/-7B) is young
(roughly 50% under 10 years, and only
10% over 20 years), and boasts proven
in-service reliability, which means
withdrawal and part-out risks remain
relatively low.

CFM56 (-5B/-7B) FLEET BY NUMBER OF SHOP VISITS PERFORMED

No shop visit

~ 507

performed TS

1 shop visit 2020 shop visit
® serformed ~ 23,000

More than 2 shop visits T engines

performed shop visit

Source: CFM data

CFM56 IN-OPERATION BASE®™

35,000
33,000
31,000
29,000
27,000
25,000
23,000
21,000
19,000
17,000
15,000

,1/0

* Weighted average annual growth rate
Source: CFM

m

@
(€]
(€}

Firm orders at December 31, 2020.

European counterparts in January 2021.

LEAP, FOLLOWING THROUGH

ON THE CFM56 SUCCESS STORY
The successor to the CFM56 is the hugely
innovative LEAP engine, which consumes
15% less fuel than its predecessor, the
CFM56. The LEAP is a commercial
success, with an order backlog®
exceeding 9,600 units at the end of 2020.

It has been selected for three aircraft:

0 LEAP-1A for the Airbus A320neo,
which came into service in August
2016 (61% market share®);

0 LEAP-1B for the Boeing 737 MAX,
which came into service in May 2017
(100% market share);

0 LEAP-1C for the COMAC C919 (China,
exclusive Western source).

GEOGRAPHIC DISTRIBUTION OF THE FLEET
OF AIRCRAFT POWERED BY CFM56 ENGINES*

A
31,865
CEM56
End 2020
28%
North
America

4%
Middle East

* Source: Cirium -

32%
Asia-Pacific**

27% Europe

k 5% Latin America
4% Africa

O

oV
v

Aircraft fitted with CFM56 engines in service

and parked at end of 2020.
**Including 18% in China

In-operation base is equal to engines delivered less engines dismantled or scrapped.
On the basis of pending orders and cancellations.
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Boeing 737 MAX grounded from March 2019, with return to service authorized by the US certification agency in November 2020 and by its Canadian and
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STRATEGY AND BUSINESS MODEL

A RESILIENT BUSINESS MODEL

Trends

Environmental
challenges
Towards
carbon neutral
aviation
for 2050

Technological
breakthroughs
and next-generation
aircraft
Breakthrough
innovations,
entry-into-service
scenarios

Shifts in vertical
integration
and consolidation
patterns

Geopolitical
risks and global
competition

Stronger role
of national authorities
Traffic resumption,
border reopenings,
air safety,
support for
the aviation sector

Our resources®

HUMAN CAPITAL

Around 78,900 employees
in 27 countries

2.7% of payroll spent on training
(France)

Recognized governance

INTELLECTUAL CAPITAL

€1.2 billion total R&D expenditure

16% of Group employees in R&D
(including R&T)

INDUSTRIAL CAPITAL

276 sites in the world serving
our customers

€449 million in industrial
investments

Structuring alliances and
partnerships, including the CFM
International joint venture
formed with GE in 1974 and
renewed until 2040

FINANCIAL CAPITAL

A full order backlog

A growing base in operation
(up approximately 4.6% annually
for short- and medium-haul
engines)

One of the strongest financial
signatures in the industry

A stable shareholder base
(employees, French State,
long-term institutional investors)
A strong financial structure
(net debt/EBITDA® of 113)

A foreign exchange risk hedging
policy providing visibility

SOCIAL AND
ENVIRONMENTAL CAPITAL

75% of R&T investment focused
on reducing our environmental
footprint

Training in responsible purchasing
and good conduct charter

(1) All figures refer to 2020 except where noted.

.
Our business model
serving our customers

Our business
model

INNOVATION, DESIGN
2020 R&D expenditure: €1.2 billion

O

ORIGINAL EQUIPMENT SALES
2020 revenue: €9.2 billion (56%)

©

SERVICES
2020 revenue: €7.3 billion (44%)

Two
absolute priorities

i

CLIMATE CHANGE
(page 24)

AVIATION SAFETY
(page 28)

(2) EBITDA (Earnings Before Interest, Taxes, Depreciation and Amortization) is the sum of recurring operating income plus
net recurring and non-recurring amortization, provisions and depreciation.
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SERVING OUR CUSTOMERS

A balanced
business portfolio

9 AEROSPACE
l|'6/° PROPULSION

427 AIRCRAFT

° EQUIPMENT,
DEFENSE AND
AEROSYSTEMS

AIRCRAFT
120/0 INTERIORS

3 assets

ASSET NO. 1

SUSTAINABLE

ASSET NO. 2

OPERATIONAL

ASSET NO. 3

RESPONSIBLE

INNOVATION EXCELLENCE CONDUCT
(page 30) (page 34) (page 36)
Decarbonize Be Embody Affirm our
aerospace an exemplary responsible commitment
employer industry to citizenship

2 ¢sR pllars

(3) Total Shareholder Return corresponds to dividends plus the change in the share price.

Integrated Report

L
Our impacts®

HUMAN CAPITAL

Attractive working conditions
and labor relations model

49% of employees are
Company shareholders
and together hold 7.3%
of the share capital

INTELLECTUAL CAPITAL

45,000 intellectual
property titles

INDUSTRIAL CAPITAL

€250 million of synergies
expected in 2022, following
the acquisition of Zodiac
Aerospace

Agile supply chain

FINANCIAL CAPITAL

Fulfillment of financial targets
set in July 2020 during
the Covid-19 crisis

Prompt cost adjustment
capacity
Faced with 32.5% organic
fall in adjusted revenue
(with respect to 2019):
* Recurring operating
margin of 10.2%
* Free cash flow
of €1,073 million
* A disciplined M&A policy
14.27% annual growth in TSR®
from 2005 to 2020
Stock market performance

up 654% (from May 11, 2005
to March 25, 2021)

SOCIAL AND
ENVIRONMENTAL CAPITAL

LEAP: -15% CO, emissions
and =50% NO, emissions

RESPONSIBLE SUPPLIER
RELATIONS label

1t CAC 40 company
certified “anti-corruption”
by the ADIT®

(4) French Agency for the Diffusion of Technological Information (Agence pour la diffusion de I'information technologique - ADIT).
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STRATEGY AND BUSINESS MODEL

0

PRIORITY
NO.1

SAFRAN’S CLIMATE STRATEGY

Climate change sets a major and systemic challenge for civil aviation.

Safran’s climate strategy addresses the challenge in order to offer customers innovative
solutions at a competitive cost. With its position in most aircraft-system segments,
and all energy systems in particular, the Group spearheads the technological
response to climate change.

AN AMBITIOUS COMMITMENT FOR THE AVIATION SECTOR
AND SAFRAN’S VISION TO ACHIEVE IT

CO2 EMISSIONS o o
FROM GLOBAL CIVIL AVIATION A 90% reduction in CO, emissions
per passenger kilometer

by 2050 will be

No reachable through:

Gl dieli] O Renewing

the fleet

hﬂ% O Introducing

technological breakthroughs

in the efficiency of new-generation
aircraft and engines

'I[]% o Improving
air traffic management
and operations

CO, emissions

-50% 4[]% O Incorporating

for CO :
emissions* e sustainable fuels

... while also reducing other pollution

2015 2010 (noise, NO, particles, etc.).

2020

2030e 2040e 2050e

* Compared to 2005.

Civil aircraft in operation account for 2% to 3% of global CO, emissions from
human activities®”. Considering the effects of emissions other than CO, (vapor
trails, for example), scientists estimate that aircraft in service are responsible for

I
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about 3.5% of global warming®. Because of the significant expansion expected in
air transport in the long term, the necessary transition to sustainable aviation is
an absolute priority for Safran.

In 2008, the aviation sector took up a voluntary commitment on halving global
CO; emissions by 2050 compared to 2005 (ATAG)® to bring a 90% reduction in
average emissions per passenger kilometer across the worldwide fleet, taking
into account the expected growth in air traffic over the period.

AMBITION: LOW-CARBON AVIATION BY 2030-2035,

TOWARDS CARBON NEUTRALITY BY 2050

The aviation sector commitments are consistent with the Paris Agreement on
keeping the global temperature rise below 2°C. Our objective is achievable and
should involve all players in the sector (industry, airlines, air traffic control, airports,
government authorities).

(1) Data from IAE (International Energy Agency), ICCT (International Council on Clean Transportation).

At the 2020 Annual General
Meeting, Safran made the
following commitment in support
of sustainable fuels: “Safran
notably undertakes to support
the launch by the governments
and, in particular, the European
Union, of investment plans and
regulatory measures aiming to
promote the availability and
utilization of sustainable fuels
for aviation. This will have to be
done in a sustainable way, taking
into consideration the situation
of the aerospace industry and,

in particular, of our airline
customers after the end

of the Covid-19 crisis.”

(2) The Contribution of Global Aviation to Anthropogenic Climate Forcing for 2000 to 2018, David S. Lee et al., Atmospheric Environment, 2020.

(3) Air Transport Action Group.
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SAFRAN’S CLIMATE STRATEGY

Safran intends to lead the way towards decarbonization of the aviation sector,

through a climate strategy with two focuses:

o0 reducing emissions from its operations;

0 reducing emissions from the use of its products, its essential mission.

Progress in climate reporting

Scopes 1& 2
Objectives

* Reduction of 8% and 18%
in 2025 vs. 2018

* In line with 2°C trajectory
for industry (based on
SBTi methodology®)

Scope 3

Category declarations

* Business travel
* Waste treatment

Scopes 1& 2

Objectives reviewed and made more ambitious

» Reduction of 30% by 2025 vs. 2018

* In line with 1.5°C trajectory for industry
(based on SBTi methodology®)

Scope 3

Extended category declarations:

« Purchases of goods and services

* Freight

* Employee commuting

Initial partial declaration of Scope 3 emissions,
from use of products - direct emissions, from
engines: 41.9 Mt CO_eq. in 2019, 20.6 Mt CO eq.
in 2020

TCFD®

Climate chapter in 2020 URD* presented in
accordance with TCFD recommendations

Reduction in CO, emissions from operations

Safran takes a committed and ambi-
tious stance on reducing the carbon
footprint of its production methods,
through its low-carbon project.

Safran brought in a low-carbon project
at the end of 2018, with a dedicated
organization relayed through each of
the Group’s tier-one companies.

The first phase of the project involves
reducing direct (Scope 1) and indirect
(Scope 2) emissions from energy con-
sumption in our operations.

The second project phase, launched
in early 2020, concerns part of
Safran’s indirect emissions (referred
to as Scope 3 emissions): from logis-
tics operations, purchases of goods
and services, and employee travel.
An initial evaluation of these emissions
was undertaken in 2020, prior to
setting reduction objectives in 2021.

Q)
reflect the actual data).

In early 2021, Safran stepped up its
ambition and objectives on reducing
greenhouse gas emissions from its
operations. The new objective aligns
with an emissions reduction trajectory
compatible with a global warming
scenario of 1.5°C by the end of the
century.
0 Direct (Scope 1) and indirect (Scope 2)
emissions: 30% reduction by 2025,

Some of the assets employed to meet

our objectives are as follows:

0 reducing sites’ energy consumption,
chiefly by improving the energy
efficiency of buildings (Valence site,
France);

0 developing disruptive solutions for
heat generation at our sites, by con-
versions such as replacing gas boilers
with biomass boilers;

0 on-site production and self-con-
sumption®: solar photovoltaic
production facilities have been
installed at the Gloucester (United
Kingdom), Montlucon (France),

(2) Consumption of electricity produced at Safran sites for its own needs.

Scope 3

Full declaration for all
categories, notably for
the use of products across
the Group scope

Reduction objectives
for Scope 3 emissions

*  Universal Registration Document.

(1) Reporting year (prior-year URD).

(2) While Safran is not yet
SBTi-certified, it did apply
the methodologies and emission
reduction trajectories
recommended by this organization
for setting its objectives.

(3) Taskforce on Climate-related
Financial Disclosure.

Milmort (Belgium) and Sendayan
(Malaysia) sites. Feasibility studies
will be conducted with partners in
2021 to continue the installation,
notably in the United States;

0 choosing low-carbon energy sources,
as in Mexico, with a solar power
energy contract for power supplies
to all Group sites, and in the United
Kingdom, with a wind power supply
contract;

0 phase-in of sustainable fuels for civil
engine tests: Safran is committed to
using 10% of sustainable fuels by the
end of 2021 and 35% by 2025.

In 2020, Safran also introduced an
internal carbon price for its investment
projects, to swing decisions in favor of
solutions including decarbonization
actions. By the end of 2020, 20% of
the program of actions needed for
reaching the 2025 objective had been
achieved (measured as the quantity of
greenhouse gas emissions to be
reduced).

Compared to CO, emissions in 2018, i.e.,, 219,790 t CO,eq. for Scope 1and 383,186 t CO eq. for Scope 2 (2018 emissions figures were revised in 2020 to
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Reduction in CO, emissions from products

STRATEGY AND BUSINESS MODEL

SAFRAN’S CLIMATE STRATEGY

Because the production of an aircraft accounts for only a small percentage of its emissions over its life cycle,
Safran considers that its primary challenge is to reduce CO, emissions arising from use of its products

(referred to as Scope 3 indirect emissions in the GHG Protocol™).

m

@
(€]
(€
(€]
(6)

FLIGHTS UNDER 1,000 KM s

FLIGHTS UNDER 1,000 KM

=== FLIGHTS OVER 1,000 KM

FLIGHTS OVER 1,000 KM

* Long-haul

* Short- and
medium-haul

* Regional

* Helicopters

1007

KEROSENE

TOWARDS CARBON NEUTRALITY BY 2050¢®

2030 - 2035®

* Increased use of sustainable
fuels in fleet

» “Skip a generation”®: ultra-efficient
aircraft (30% less fuel consumption),
with engines accounting for 20%
of the improvement
« compatible with 100%

of sustainable fuels

> * hydrogen option for short-

and medium-haul aircraft

» Small electric aircraft/
hybrid regional aircraft

* Hybridized helicopters
* New mobility solutions

LOW-CARBON

2050®

* Aircraft of
the future
with low-carbon
energy source

* Synthetic
fuel and/or
liquid hydrogen,
in addition to
advanced biofuels

» High-density
batteries

TOWARDS
CARBON-NEUTRAL
AVIATION®

Because flights longer than 1,000 km account for 50% of journeys and close to 80% of emissions,
the priority is to reduce emissions in the medium- and long-haul segment.

Greenhouse Gas Protocol.
In-flight greenhouse gas emissions & emissions/capture related to fuel production close to zero by 2050.
Target date for aircraft in service.
“Skip a generation”: new aircraft release bringing twice the usual next-generation gain (15%).
Sustainable Aviation Fuel.
Drop-in fuels are fuels that can replace all or some of conventional kerosene without any operational impact, i.e., without requiring modification to
infrastructures (at airports, for example) or to aircraft or engines, whether existing or under development.

SAFRAN PRIORITIES FOR GREEN AVIATION

PRIORITIES

SAFRAN’S TECHNOLOGICAL ROADMAP

Future ultra-efficient
short- and medium-

0 Ultra-efficient propulsion (20% more efficient
than the LEAP engine)

haul aircraft 0 More electrical aircraft, e-taxiing
for 2030-35 0 Lightweight equipment design
Extensive 0 Future engines compatible with 100% drop-in
use of sustainable fuels SAF® (biofuels, synthetic fuels)
(SAF‘S’) 0 Exploring hydrogen combustion option
(for short-haul or smaller aircraft)
Electric/hybrid 0 More efficient electric motors
propulsion for short- 0 Integrated management of electric/hybrid
range travel
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» 1. Contributing to

the development of a new
generation of ultra-efficient
engines compatible with
carbon neutrality

Safran is convinced that accelerating
the transition to carbon neutrality
requires “skipping a generation” in
terms of efficiency, meaning bringing
into service by 2030-2035 a short-
and medium-haul aircraft that con-
sumes 30% less fuel than the previous
generation. Safran and General Elec-
tric (GE) are contributing to this
endeavor through work on an engine
that delivers a 20% improvement in
fuel consumption compared with the
LEAP engine (LEAP being 15% more
efficient than the CFM56), compatible
with the use of 100% sustainable fuel,
to pave the way to carbon neutrality.
This major challenge calls for break-
through technologies (open rotor
engines, for example) involving an
in-depth transformation of aircraft and
their architecture, and will require the
active involvement of airframers.
Tomorrow’s ultra-efficient aircraft will
also have to be considerably lighter
and use an optimized energy chain.
With its very broad coverage, Safran
can address all these challenges, with
solutions such as e-taxiing (electric
motor driving the wheel), lightweight
cabin fittings featuring new materials,
and optimized electrical systems.

» 2. Sustainable fuels:

O

SUSTAINABLE FUEL TYPES

Integrated Report

a workable solution for the near future

ADVANCED BIOFUELS SYNTHETIC FUELS LiQuiD
(not competing (from low-carbon HYDROGEN
with food crops) hydrogen)

- Up to 807 lower net
C0, emissions

- Potential for zero net
C0, emissions

- Zero in-flight
C0, emissions

v

0 Drop-in fuels (usable in existing aircraft

and infrastructures)

Key contributor through to 2050,
in all decarbonization scenarios

Technological development under way to overcome

the current mix limit of 50%

There is no single solution applicable
to all applications without a con-
straint on resources. All pathways
must therefore be pursued, starting
now with advanced biofuels, with a
preference for the most environmen-
tally virtuous processes. Development
in sustainable fuel production (cur-
rently three times more expensive
than kerosene) requires public policy
support.

Safran supports public initiatives, for
example by advocating for a Euro-
pean-scale requirement on 10% sus-
tainable fuel in the mix by 2030, under

o » 3. Electric and hybrid propulsion:
2]

L a solution for short distances

The short- and medium-term outlook
for developments in battery energy
density means electric and highly hybrid
propulsion will be limited to short-
distance flights in low-capacity aircraft:
training aircraft, small shuttles, regional
aircraft (in the medium term), and new
VTOL® or STOL® aircraft for urban or
suburban transport. Hybrid propulsion
for future aircraft and helicopters
will contribute to meeting the highly
ambitious objectives on reducing fuel
consumption.

(1) Vertical Take-Off and Landing aircraft.
(2) Short Take-Off and Landing aircraft.

Safran holds a leading position in all-
electric and hybrid architectures,
developing a range of electric-system
products (engines, turbogenerators,
energy management systems) and
working with innovative companies on
batteries. The Group also conducts
research on fuel cell technologies. In 2020,
Safran’s ENGINeUS™ electric motors flew
on VoltAero’s Cassio 1 hybrid aircraft
demonstrator, and were selected to power
Bye Aerospace’s e-Flyer electric aircraft,
orders for which already exceed 700 units.

v

O Fuels requiring
specific aircraft and
infrastructures

Breakthrough
technology at longer term,
for short- and medium-haul

distances

the ReFuelEU Aviation initiative. It also
supports pilot projects on synthetic
fuel production. As a supplier of
engines and fuel system equipment,
Safran is working on lifting the
technical obstacles to enable 100%
incorporation of drop-in sustainable
fuel with forthcoming engine genera-
tions, and to cross the 50% threshold
on present-day engines. This primarily
involves solving the issue of the
lifespan of seals and pumps for fuel
systems and ensuring optimum
combustion performance.

At the same time, Safran is also work-
ing with other aerospace industry
companies to explore the option of
hydrogen fuel on short- and medium-
haul or small aircraft for around 2035.
This option is more ambitious in
terms of CO, emissions reduction, and
requires disruptive innovations in
storage (in the form of liquid hydro-
gen) and the fuel circuit, in addition
to the phase-in of drop-in sustainable
fuels (biofuels and hydrogen-derived
synthetic fuels). A decision is expected
around 2025 on the fuel option for the
next-generation short- and medium-
haul aircraft taking over from the
A320neo.
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STRATEGY AND BUSINESS MODEL

oy

PRIORITY
NO. 2

AVIATION SAFETY

Aviation safety has always been

an absolute Group-wide priority for Safran.

Aviation safety is the responsibility of all Group employees. As a leading global aerospace industry player,

Safran gives the utmost importance to safety. The lives of passengers, crew and those on the ground under flight
paths depend on this. Safran is as committed as ever to assuring its customers (airframers and airlines), passengers,
crew and populations under flight paths that the products and services that it supplies are safe.

This is an imperative that influences everything we do.

At the end of 2021, European regulations
will extend coverage of the Safety
Management System to design and
production functions, in addition to
maintenance operations, already bound
by this requirement in France, Canada
and some Asian countries. Safran is
preparing for application of this directive
by further improving the visibility and
reach of its aviation safety fundamentals.
These chiefly involve the implementation
of a safety management system at each
company, capable of ensuring company-
wide employee compliance with safety
principles and take-up of a strong avia-
tion safety culture.

Itis essential that all people in the Group
are fully aware of their individual roles

Aviation safety fundamentals

for Safran

and the possible consequences of their
actions, that information sharing is
encouraged, and that safety manage-
ment systems ensure continuous
monitoring of and improvement in
safety performance. Safranis stepping
up its harmonization approach here to
attain the highest performance level,
standing as the industry benchmark in
this field.

Safran has put in place an aviation
safety policy; Safran Aircraft Engines,
Safran Helicopter Engines and Safran
Landing Systems had already drawn
up formal flight safety policies based
on these fundamentals. The other Saf-
ran Group companies will be following
suit in 2021

I SAFRAN 2020 UNIVERSAL REGISTRATION DOCUMENT

Each company’s policy will come with
detailed objectives spanning the whole
product life cycle, including design,
production and maintenance. Accom-
panying action plans will include details
on organizational and product focuses.
Safranis preparing for the amendments
to Part 21 European regulations on design
and production practices in the civil
aerospace industry.

I

THE STRONGEST
POSSIBLE AVIATION
SAFETY CULTURE THAT:

* makes aviation safety
a top priority;

¢ prevents and manages aviation
safety risks;

e encourages everyone to report
aviation safety concerns within
a climate of confidence, through
a just and fair culture;

¢ investigates and addresses
safety concerns.

SAFETY MANAGEMENT
SYSTEM ACROSS ALL
SAFRAN COMPANIES, WITH
THE ASSURANCE THAT:

¢ adequate resources are available;

¢ all Safran employees understand
the implications of their own
actions on aviation safety;

¢ aviation safety is promoted;

¢ aviation safety performance is
measured and continuously
improved.



FLIGHT SMS®™

Safran encourages employees to report,
confidentially, anomalies so that they
can be remedied to prevent any possible
jeopardy to safety.

Safran Landing Systems employees have
access to an anonymous reporting
system via the intranet. Reports must
be sufficiently precise to ensure the
necessary remedial action can be taken,
while preserving the anonymity that
ultimately ensures that employees will
trust the system. The system is also
operational at Safran Aircraft Engines,
and is ready for other Safran companies.

THE SMS TOOLKIT:

INFORM, SHARE, EDUCATE

AND ANTICIPATE

To strengthen synergies, in 2019 Safran
set up a network of SMS leaders in all
Group companies. The network
coordinates the SMS toolkit, which was
made available to all employees in
October 2020.

The toolkit includes material for
simplifying the application of air safety
requirements in design, production and
maintenance processes. There is a guide
to help companies draw up air safety
policies, a scorecard on evaluating SMS
management maturity, safety information
cards, specific examples of safety
analysis, and surveys on organizational
and human factors. Tools have been
developed for measuring (by means of
indicators) the safety performance of
our products, operation of the SMS (with

(1) Safety management system.

Our commitment
to aviation safety

a maturity matrix), and the air safety
culture (through surveys).

The toolkit content is continuously
upgraded to include shared tools and
practical examples. Forthcoming
additions include an analysis of the
impact of regulatory changes expected
in 2021, tools for extending SMS
requirements to suppliers, and training
materials.

SAFRAN AT THE AIRBUS

SUPPLIERS SMS FORUM

Effective communication and interfacing
is a key prerequisite in our endeavors
on tackling and preventing air safety
risks.

Safran is an active participant in the
Suppliers SMS forum run by Airbus with
its main suppliers and partners. The aim
of the forum is to promote air safety
and determine joint approaches, through,
for example, a joint charter on data
sharing, management of new risks arising
from the Covid-19 crisis within our
organizations and on our products,

Integrated Report

accident investigation methodologies,
employee awareness-raising, and training
on air safety.

The joint charter sets out reciprocal
commitments between Airbus and its
suppliers on communication, experience
sharing, development of an air safety
culture, product and organizational risk
management, and SMS rollout. Safran
took up the charter in March 2021.
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ASSET NO. 1

SUSTAINABLE INNOVATION:
SHAPING THE NEXT STATE
OF THE ART IN AEROSPACE

In this rapidly changing environment, success depends first and foremost
on managing disruptive innovation and technological excellence,
to provide customers with a critical edge.

he competitive performance of
I Safran products depends largely

on the Group’s innovation
capabilities, across a breadth of sectors
including electric taxiing, composite
3D-woven fan blades and hemispheric
resonator gyros. The Group is
implementing an innovation strategy
firmly focused on efficient R&T serving
all its businesses.
This strategy draws on a dedicated R&T
management system and an internal
organization providing Group companies
with abalance between own development
and shared activities. Interactions with
the scientific, technological and
innovation ecosystem are organized
around strategic partnerships, scientific
networks and chairs, collaborative
innovation in the supply chain and
investments in the share capital of
innovation-oriented startups.
The number of patents filed bears
witness to the creativity of the teams
and their capacity to innovate, as well
the importance placed on protecting
intellectual property. Safran stands
among the front-runners for patents
filed with the French patents office
(Institut National de la Propriété
Industrielle - INPI). Overall, the Group’s
patent portfolio protects close to 12,000
inventions and encompasses over
45,000 intellectual property titles.

5 R&T

PRIORITIES:

— Aircraft energy and propulsion
chain

— High-performance materials
and processes

— Aircraft cabin of the future

— Navigation and autonomy
technologies

— Digital technologies
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;,...,q MOR T
1,000

initial patent requests

75%

of R&T investment

16%

of workforce ! focused on
in R&D filed by Safran environmental
worldwide in 2020 .
efficiency
I

THE AEROSPACE INDUSTRY SUPPORT PLAN

Safran’s strategy is closely aligned with the measures set out in the French
government’s aerospace support plan, announced in June 2020, to limit
the impacts of the Covid-19 crisis.

In R&D, the plan aims to turn France into one of the most advanced leaders

in “green” aviation technologies: ultra-low energy consumption for all future
platforms (short- to medium-haul, regional, helicopters), electric hybridization
on regional aircrafts and helicopters, and engines compatible with 100%
sustainable fuels, etc. Since 2020, Safran has been involved in a number of
in-depth research projects, on aircraft engines (successor to the LEAP engine),
the hybrid-electric light helicopter demonstrator (HELYBRID project),

and the HYPERION project to assess the challenges of a hydrogen engine.

The aerospace support plan will enable Safran to maintain its overall research
and technology activity on decarbonization over the coming years.
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Aircraft energy
and propulsion chain

JET ENGINES AND
GAS TURBINES

©

ELECTRIC
GENERATORS

POWER
TRANSMISSIONS

ELECTRIC
MOTORS

POWER
MANAGEMENT

Improving aircraft
propulsion systems
is presented on
pages 26 and 27.

From materials and
processes to system
design, Safran keeps
upgrading its systems
and equipment to
enhance integration
with engines.

To meet the needs

Safran offers different

Power management

of more and all-elec-
tric aircraft, Safran

is developing the
most extensive and
advanced range of
“smart” generators

families of compact yet
powerful electric motors
with integrated control
electronics, tailored for
various applications such
as landing gear actuation.

is taking on an
increasingly impor-
tant role with the
electrification of
aircraft, to distribute
this energy and

on the market, with
fully integrated
control electronics.

Other motors are
purpose-designed
to drive propellers on

aircraft with all-electric

or hybrid propulsion

ensure a stable and
protected power
supply.

(6
WIRING

With more and more
functions going electric,
aircraft need denser

and more complex

wiring systems. Safran is
developing these systems
with its advanced modeling
system, and is also working
on systems capable of
handling the high voltages
needed for electric
propulsion.

7]

ELECTRICAL
DISTRIBUTION

Because of the high power
required by non-propulsive
electrical functions and
emerging propulsion needs
especially propulsion,

the aim is to develop
smart distribution systems,
capable of managing

an increasing number

of loads, and supporting
high voltages without
overheating, short

circuits or arcing.

systems.

AUXILIARY POWER
UNITS (APUs)

Emerging more and
all-electric architectures
are changing the traditional
role of the APU, making
it less and less “auxiliary”!
Safran is therefore
developing the eAPU to
address the requirements
of new more electric
aircraft, and is already
looking further ahead
with fuel cells that could
supplement or even
replace APUs.

NEW AIR MOBILITY: A STRATEGIC FOCUS FOR SAFRAN

Working in partnership with airframers in a highly dynamic ecosystem, Safran stands out as a leader in key systems
(propulsion, equipment and interiors) for players in urban and regional air mobility. Safran is ideally placed to provide
electric and hybrid propulsion and autonomy solutions for demonstrators and forthcoming commercial programs.

In 2020, Bye Aerospace selected Safran to supply ENGINeUS™ smart electric motors for its e-Flyer aircraft.

0\ P

BATTERIES

All aircraft are fitted

with batteries used to start
their engines. Tomorrow’s
batteries will have to rise to
the challenge of electric
propulsion. Safran is
naturally focused on
significantly increasing
battery power density and
endurance, while keeping
weight as low as possible.
Even so, Safran considers
the prospect of an all-elec-
tric medium- and long-haul
aircraft unrealistic for the
time being.
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High-performance materials
and processes

The need to reduce aircraft and
equipment weight leads to an increased
use of composite materials. Safran
engines and equipment, whether
nacelles, landing gear or brakes, are
characterized by heavy mechanical
loads. To develop these solutions, Safran
set up the Safran Composites Center,
part of the Group’s R&T center, Safran
Tech, with resources and expertise in
organic matrix composites.

Higher running temperature is also a
key factor in improving engine perfor-
mance. The Safran Ceramics complex,
opened in 2018, centralizes Group
research on ceramic matrix composite
materials adapted to very high temper-
atures. Lastly, a platform for developing
new monocrystalline casting techniques
for turbine fans was inaugurated in 2019.

The aircraft cabin
of the future

Through system integration and opti-
mization, the aircraft cabin of the future
will offer passengers enhanced comfort
and traveling experience. Through

Safran Cabin Innovation, Safran offers
its customers opportunities forimproving
revenues (by adding seats capable of
generating revenue or providing new
services), offering an incomparable
passenger experience (with a more
spacious and comfortable cabin, new
features, etc.), and creating or enhancing
brand image (through distinctive service,
design and products).

Safran is also developing innovative
solutions in three major aspects of the
aircraft cabin of the future: smaller
ecological footprint, equipment connec-
tivity, and cleanliness to rebuild
passenger confidence in the wake of
the Covid-19 crisis.

(1) French Directorate General of Weapons Procurement (Direction générale de 'armement).
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Navigation
and autonomy
technologies

Alir, land, sea, satellite and military navi-
gation markets are constantly evolving
and expanding. Operational and
economic gains are sought by increasing
autonomy, and by ensuring land-onboard
continuum via secure links. Actions such
as these prove to be powerful drivers
of renewed technological development.
Safran is actively preparing the shift
to autonomous systems for civil and
defense applications based on tech-
nologies developed in optronic sensors,
inertial navigation, critical onboard elec-
tronic systems and image processing
and analysis. The use of sensors and
artificial intelligence in an integrated
system resulted in eRider, an auton-
omous vehicle demonstrator for military
applications that can transport infantry
equipment on the ground and navigate
autonomously. The demonstrator helped
Safran Electronics & Defense win the
Furious contract put out for tender by
the DGA®. The tender covers auton-
omous vehicles, small land robots and
drones, laying the groundwork for
autonomous and collaborative combat
systems. Proficiency in technologies
merging navigation and environment
perception data also enables the devel-
opment of piloting assistance
applications for all types of aircraft.



ADDITIVE MANUFACTURING
Additive manufacturing provides an
opportunity to improve costs, cycles
and performance for numerous engine
and aircraft equipment components, by
reducing the number of parts and tool-
ing and introducing new methods of
optimizing design.

Up to
50 components
replaced
by a single part

Lead time
divided by 6

15%

reduction in
manufacturing costs

25%

mass reduction

Digital technologies

These processes also open opportunities
for reducing the cost and environmen-
tal impact of transportation in the
production of parts. Safran Tech’s Saf-
ran Additive Manufacturing hub
accelerates the development of these
processes for future use in series pro-
duction and repairs. Safran will be
centralizing all its capabilities at a new
site under construction in Haillan, near
Bordeaux, which will house all the
Group’s operations in research, indus-
trialization and production of additive
manufacturing components, to encour-
age optimally efficient rollout across all
relevant products.

DATA PROCESSING

Techniques used to diagnose and fore-
cast the condition of aircraft equipment
and systems bring value for Safran prod-
uct users, as regards both operational
considerations (optimization of main-
tenance) and fleet management support
(evaluation of residual value). With Saf-
ran Analytics, front-line digital resources
are implemented for complex data pur-
poses.

Such techniques also entail demanding
requirements on managing growing
volumes of flight data, a field in which
Safran holds substantial international
experience. In November 2020, Safran
Electronics & Defense signed a contract
with China Southern Airlines Company

SAFRAN CORPORATE VENTURES:

VENTURE CAPITAL FOR INNOVATION

Safran Corporate Ventures, the Safran investment subsidiary formed

in March 2015, contributes to the Group’s innovation strategy by financing
companies at average first-round amounts of €1 million to €5 million,
under an overall portfolio target of €80 million.

Its fields of interest include decarbonization, industry 4.0, new materials, etc.

Since its creation in 2015, Safran Corporate Ventures has invested in 11 tech
companies, ten of which are still in its portfolio. In 2020, it provided ongoing
support for the companies in its portfolio to help them tackle the crisis,
while also taking part in the refinancing of Outsight.

During the year, Safran Corporate Ventures also contributed to half a dozen
partnerships or demonstrators between Group companies and innovation-

oriented startups.

Integrated Report

Limited on the rollout of Cassiopée
Alpha, its new flight data decoding and
analysis software platform, across the
whole of its fleet of more than 600
aircraft.

ELECTRONICS, DIGITAL PLATFORMS
AND CRITICAL SOFTWARE

Given that onboard electronics tech-
nologies for harsh environments are a
central feature of many Group products,
Safran Electronics & Defense runs ambi-
tious projects on controller architectures
featuring more efficient processors, and
on component packaging capable of
withstanding the higher temperature
environments of future aircraft systems.
In systems engineering, Safran is work-
ing on process harmonization: a software
development workshop has been set
up for Group-wide rollout.

SAFRAN ECO-DESIGN
AND PRODUCT LIFE-CYCLE
MANAGEMENT

Environmental impact reduction at
each stage of a product’s life cycle
is an integral factor, from product
design onwards. Safran pays
particular attention wherever
non-renewable natural resources
are used, making product
repairability a key point in its
offering of maintenance solutions.
Safran also proposes the use

of reconditioned parts, applying

a circular-economy logic in
partnership with other industry
players. In 2007, Safran partnered
with Airbus and Suez in founding
Tarmac Aerosave, which has
become the European benchmark
operator in storage and
dismantling of military and civil
aircraft. Since 2007, 250 aircraft
and 140 engines have been
dismantled and recycled, with

a recovery rate of more than 92%
of total aircraft weight.
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STRATEGY AND BUSINESS MODEL

ASSET NO. 2

OPERATIONAL EXCELLENCE:
FOR LASTING CUSTOMER TRUST

Safran aims to become its customers’ leading supplier
by offering world-class products and services.
Flight quality and safety are the number-one decision criteria

CUSTOMERS ARE
SAFRAN’S PRIMARY
CONCERN THROUGH

THE COVID-19 CRISIS

Throughout the crisis, Safran teams
remained particularly focused on
providing high quality service to
Group customers. The Safran
Aircraft Engines customer support
center remained open 24 hours a
day, 7 days a week despite the crisis
and the steep fall in air traffic,
continuing to answer all airline
company queries within four hours.

Vertical magazine placed Safran
Helicopter Engines at the top of
its ranking of engine manufacturers,
in recognition of the quality of its
products and services. Customer
support during the crisis was rated
good or excellent by 80% of
customers, some of which were
involved in performing key public
service missions during this period
(transport of patients, protection
of populations, etc.).

for all Group employees.

Voice of the customer,
a Safran priority

Customer confidence and satisfaction
is founded on the Group meeting its
commitments to quality-cost-lead time
and the safety of products and services
delivered.

Performance quality for services is
founded on constantly listening to
customer needs. Maintenance centers
have been located to ensure maximum
proximity to customers, and the Group
has also developed remote maintenance
solutions to enable rapid and efficient
troubleshooting and action. For the past
12 years, under a maintenance in oper-
ational condition (MCO) contract for
helicopter engines with the French
government, Safran has been guaran-
teeing a 100% service rate for all of the
1,600 helicopter engines in service in
mainland France and overseas territories
and on overseas operations. In 2020,
Safran Helicopter Engines opened a new
4.0 aerospace maintenance facility in
south-west France that will offer
customers a 30% reduction in mainte-
nance cycles.
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Digital transformation
for the highest
operational standards

Tools and resources in design, produc-
tion, maintenance and services benefit
from Safran’s investments in digital
solutions such as augmented reality,
robotics, imaging, artificial intelligence
and data use. These new applications
significantly improve operational per-
formance in terms of cycle, cost and
product quality. Digital transforma-
tion stands at the heart of the Safran
strategy. The Factory of the Future is
the method of choice for obtaining the
best possible profitability from invest-
ments and a disruptive competitive-
ness tool producing remarkable pro-
ductivity gains. It is a major asset for
the Group’s current activities. Appro-
priately paced rollout of this project
continued in 2020: of the 49 projects
for the production lines of the future
identified in 2018, 24 were operational
by the end of 2020.




Supply-chain performance

Excellence in supply-chain control is a
prerequisite for performance quality
in product delivery. Safran’s purchasing
policy is designed to meet its objectives
of excellence, in seamless alignment
with its manufacturing strategy. Safran
has successfully built a supplier panel
that meets its present and future
performance needs (cost, quality and
lead time) and enables Safran to provide
its customers with innovative, value-
creating solutions.

To develop an agile supply chain, the
Group promotes supplier involvement
from the development stage of its
products and services, inviting them to
put forward their innovations and
contribute the full breadth of their
expertise. Safran has also designed a
policy to diversify suppliers, by
systematically qualifying multiple
sources for critical materials and parts.
Safran’s suppliers undergo a rigorous
selection and approval process. Decisions
to award new supply or development
contracts are taken collectively by a
Supplier Selection Committee spanning
industrial, quality and purchasing
functions. Suppliers are regularly audited
and monitored by supplier quality

assurance managers, responsible for
ensuring day-to-day quality of all
products purchased. The supplier quality
assurance managers are backed by a
team of more than 200 supplier
performance managers, who identify
risks, provide support on risk prevention,
measure suppliers’ quality and delivery-
time performance, and ensure that
progress plans are properly implemented
and that a business continuity plan is
in place.

The requirements that Safran applies to
its suppliers are formalized in its general
purchasing conditions, in the general
quality requirements set out in the SAFe
("SAFran exigencies”, French for
requirements) document, based on the
EN 9100 standard and on customer and
regulatory requirements, and in product-
specific documents. The 2020 version
of SAFe will extend the Advanced
Product Quality Planning (APQP)
requirements, strengthen requirements
on prevention and remediation of quality
deviations, clarify design requirements
for build-to-spec® suppliers and promote
industry-wide standardization. Safran’s
responsible purchasing charter is also
an SAFe requirement.

OPERATING EXCELLENCE IN HEALTH,
SAFETY AND THE ENVIRONMENT (HSE)

Safran’s health & safety culture

Safran is committed to nurturing a culture of prevention of occupational

health and safety risks, for the greater benefit of its employees, suppliers,
customers, and all other stakeholders concerned by its operations, in a spirit
of transparency and sincerity. Faced with the Covid-19 crisis, Safran teams
immediately mobilized to take effective measures on adaptation and employee
protection. Alongside the health protection protocol applicable to all sites,
Safran also reinforced measures on psychosocial risk prevention.

In April 2020, it opened an attention and support service for employees

in France and overseas.

Rollout of Safran’s occupational health, safety and environment

policy draws on:

¢ a tight-knit organization across all levels, with HSE coordinators at tier-one
entities, site prevention officers, occupational health services, ergonomists,
a network of decentralized experts, and division coordinators covering several

entities locally;

¢ Safran’s global Health, Safety and Environment (HSE) guidelines meeting
the requirements of ISO 14001 and ISO 45001 standards, for steering risk
management and improving HSE performance.

(1) Designed by the supplier according to customer specifications.
(2) Quick Response Quality Control, a fast problem solving management method that emphasizes constant vigilance and immediate response.

Integrated Report

Constant improvement

The Safran+ progress approach
encompasses a number of permanent
and cross-Group initiatives:

0 participative innovation initiatives
enabling employees in all sectors to
put forward ideas for improving
company performance. More than
109,000 employee ideas were taken
up across all the Group’s business
sectors in 2020;

0 Lean Sigma, with Green Belts, Black
Belts and Master Black Belts driving
the Group’s transformation through
a structured and standardized project
management approach;

0 QRQC®, initially developed across
industrial and technical operations in
all Group companies, and now also
being phased in across support
functions.

PARTICIPATIVE INNOVATION,
BOOSTING RESILIENCE

IN TIMES OF CRISIS

Leveraging employees’ know-how,
industrial capabilities and creativity,
Safran’s structured continuous
improvement method helped to achieve
effective implementation of multiple
ideas, and to identify appropriate
solutions in record time, such as using
3D printing tools to produce protective
barrier systems for use at Safran sites,
and manufacturing metal plates for
medical structures in the United States.

ONE SAFRAN, AN ASSET

IN TIMES OF CRISIS

Safran is pushing ahead with

its One Safran initiative on the
rollout of top-level industrial
standards, launched nearly five
years ago. Continuous improvement
efforts were rapidly refocused

on the operational priorities arising
from the impact of the pandemic
on the business, in order to uphold
core work standards, adapt to health
constraints, and guarantee product
and service quality and customer
satisfaction.
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Risk mapping

for 1007 of subsidiaries
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STRATEGY AND BUSINESS MODEL

ASSET NO. 3

RESPONSIBLE CONDUCT:
A STAKEHOLDER DEMAND

Safran’s leading positions in aerospace, defense and space owe everything
to the dedication of its 78,892 employees, and to its many partners.

Safran propagates a culture of integrity to ensure ethical conduct and commercial
compliance in all its business relationships. Seeking to increase employee engagement,
the Group is committed to developing employability through stimulating career paths.

Strong emphasis is also placed on talent diversity, with Safran convinced
of the benefits of a diverse workforce.

In 2012, Safran became the first CAC 40
company to obtain “anti-corruption”
certification from the French Agency
for the Diffusion of Technological
Information (ADIT). This certification,
renewed in 2017, attests to the robustness
of Safran’s anti-corruption program, the
requirements of which align with those
of the most rigorous international
standards: US Foreign Corrupt Practices
Act, UK Bribery Act, OECD Convention,
the French Sapin Il Act, the tenth
principle of the United Nations Global
Compact, and ISO 37001. In 2020, the
French anti-corruption agency (AFA)
audited the corruption risk prevention

Commercial compliance,
a decisive factor and
complete commitment

program operated by Safran SA and all
the subsidiaries and companies under
its control.

Safran’s corruption detection and
prevention program is based on the
requirements set by international
conventions and the national regulations
applicable to Safran’s operations.

It seeks to instill a Group-wide culture
of honesty, as set out in Safran’s Ethical
Guidelines, and convince operational
employees that it is imperative to
demonstrate exemplary conduct in this
regard. With the dual objective of
developing personal responsibility and
protecting Group assets, the program

PREVENTING

CORRUPTION RISKS

* 242 Trade Compliance
Correspondents,
Managers and Officers >

EXPORT
CONTROL

* 439 Export Control
Experts and
Correspondents »

takes eight focuses: exemplary conduct
from the very top (“tone at the top”);
specific risk mapping; code of conduct;
dedicated organization; appropriate
procedures; information and training
program; procedure monitoring; as well
as an internal whistleblowing alert
system.

The corruption detection and prevention
program comprises a series of standard
operating procedures applied by each
Safran subsidiary in accordance with
local legislation applicable to its
organization, products and markets. It
is also proposed to affiliates in which
the Group is not the majority shareholder.

CUSTOMS
REGULATIONS

* 140 Customs Officers
and Correspondents

INTERNAL
NETWORK

| 2
EMPLOYEES
TRAINED
IN 2020

99 information memos
issued on corruption risks

to persons concerned
throughout the Group

> 5,600

9 tier-one entities

holding ADIT (or currently
renewing) anti-corruption
certification
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> 3,800

20 tier-one entities

and 2 companies certified
Authorized Economic Operator or
equivalent Customs certification
by custom authorities

442

73 trade compliance
reviews performed at tier-one
and tier-two subsidiaries




A responsible relationship
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with suppliers and subcontractors

Safran operates a purchasing policy that
seeks to ensure it works with suppliers
guaranteeing high-performance, reli-
ability and strict compliance with all
applicable national and international
regulations. Suppliers are required to

PURCHASING

48.5%

of adjusted Group
revenue

42%

of purchasing volume
sourced in France,
including 83% sourced
from SME and mid-sized
companies

comply with international trade regula-
tions and with all applicable requirements
on environmental protection, personal
health and safety, ethics and labor
relations.

The policy ensures business is awarded
to suppliers capable of meeting the
Group’s standards, its competitiveness
criteria and the demands of the aero-
space, defense and space markets.
Alongside its suppliers and subcon-
tractors, Safran is committed daily in
the search for operational excellence,
competitive performance and carbon
footprint reduction. The Group seeks to
offer its customers the very best, through
fair, long-term relationships of trust that
address the challenges of the aerospace
industry. Safran helps its suppliers and
subcontractors tackle the Covid-19 crisis
and the repercussions on the aerospace
industry, notably with a crisis monitoring
and support unit.

Safran,
a responsible employer

STRONG MOBILIZATION

TO LIMIT THE IMPACT

OF THE COVID-19 CRISIS

Safran reacted rapidly to minimize the
impact of the crisis on its operations,
adjusting its organization and applying
the measures brought in by local
legislation.

In 2020, 16,551 employees left the Group
(mainly in the United States and Mexico).
In France, an Activity Transformation
Agreement was signed with all trade
unions in July 2020. This agreement
safeguarded around 10,000 jobs,
while upholding solidarity among
employees and building the skills and
expertise needed for business recovery.
Under the agreement, Safran also
benefits from the French government’s
short-time working measures.

(1) The Responsible Purchasing and Supplier Relations label replaces the Responsible Supplier Relations label.

A RECOGNIZED EMPLOYER BRAND

Safran’s policy on constant development
of the employer brand and attractiveness
is designed to help it draw in top talent.
Long-term partnerships are forged to
strengthen ties with schools and
universities running courses in aerospace-
related subjects. Safran also fields a
dynamic employee network of 265 Safran
ambassadors, graduates from selected
schools and universities. Despite the
crisis, Safran recruitment continued
worldwide, with more than 3,300 new
hires across the world and more than
3,200 work-study students in Europe.
Safran has a recognized employer brand:
4% place in the Universum “students”
ranking, best employer worldwide
in Forbes’ aerospace and defense sector
ranking, and 8™ place (2" in the “Air,
Rail & Sea” category) in Capital
magazine’s annual ranking of the best
employers in France.

Safran holds the
Responsible Purchasing
and Supplier Relations

label® since 2014

Safran has been
a member of the
SME Pact since
2010®@

Under its duty of care plan (in application
of French law 2017-399 of March 27,
2017 on duty of care), Safran assesses
the risks faced by the Group and its
main subcontractors and suppliers in
the areas of the environment, health,
safety and human rights, along with the
measures taken to prevent and minimize
such risks.

EMPLOYEE
SHARE OWNERSHIP,
A SAFRAN PRACTICE

Safran successfully encourages
its employees to hold shares

in the Company, through
permanent measures such as
savings plans: 49% of Group
employees worldwide hold
Safran shares. In connection
with employee share ownership,
two representatives of the
employee shareholding funds
participate in the work

of the Board of Directors.

In 2020, Safran launched

a new international employee
shareholding plan, aimed at
associating employees with
Safran’s objectives, successes
and future performance. Employee
take-up of the new plan proved
enthusiastic. Employee share
ownership, totaling 7.25% (10.4%
in voting rights) at December 31,
2020, provides a stable long-term
shareholder base.

(2) France agreement scope (excl. Safran Aerosystems, Safran Passenger Solutions, Safran Seats, Safran Cabin).
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78,892

employees,
of which

27.7%

women

3,532

new hires

34.6%

proportion of women
among new hires

DIVERSITY AND INCLUSION,
CORPORATE CULTURE

Diversity is at the core of the identity
of Safran, whose employees work in
over 25 different countries and cover a
multitude of professions. This diversity
isanintrinsic part of the Group’s success:
strong strategic fits of profiles, skills and
viewpoints is a powerful force behind
creativity, innovation and collective
performance. It is essential for Safran
to recognize and value individual
singularities, and to develop an inclusive
corporate culture. The Group has a
diversity and inclusion policy, promoting
equal opportunity and combating all
forms of discrimination. Safran has been
a signatory to the diversity charter since
2010, and ensures that its principles are
applied throughout all the Group’s
companies.

STRATEGY AND BUSINESS MODEL

Workplace gender equality is crucially
important for Safran, with the resulting
balance and diversity representing a
major asset in response to the challenges
to come. In 2020, women accounted
for 27.7% of the Group’s workforce. For
2025, Safran has set an objective of
increasing the proportion of women
among senior managers to 22%.

Safran is intent on achieving a lasting
change in corporate culture, eradicating
the gender pay gap, and raising employee
awareness to counter discrimination
and unconscious stereotypes and biases.
It also wishes to become a more
attractive employer to women and to
increase the number of women in
management positions.

For over ten years now, Safran has been
running a proactive policy on the
inclusion of people with disabilities,
covering four key objectives: keeping
employees with disabilities on the payroll,
hiring people with disabilities, working
with sheltered workshops and disabled-
staffed companies, and ensuring a
disability-friendly workplace (according
to the Afnor standard). Safran has set
itself an objective of increasing the
employment rate of people with
disabilities to 6% of the workforce.

Safran is also active in social inclusion
and professional integration for young
people. In 2020, Safran kept up its efforts
despite the economic crisis by welcoming
more than 5000 interns, work-study
students, PhD graduates and young
people on international corporate
volunteer programs. More than 50% of
graduate positions were filled by young
people trained within the Group.
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EMPLOYEES PREPARED
FOR TOMORROW'’S CHALLENGES
Skill sets and business lines must adapt

to address increasingly critical
environmental challenges, accelerating
change in the aerospace industry,
toughening demand for competitiveness,
the need to step up Group digitalization,
and emerging employee aspirations:

o digital skills in fields such as data
governance across all business lines,
data science, data architecture, data
engineering, digital continuity,
predictive maintenance, software,
artificial intelligence, additive
manufacturing, cybersecurity etc,;

O expertise in systems engineering,
navigability and systems architecture
are growing in strength to position
the Group as a global solutions
architect;

0 skillsin areas such as power electronics,
energy management and new fuels
must be developed as part of the
ecological transition drive;

13%

women among senior
managers, with 22%
objective for 2025

2.73%

absenteeism rate




0 organizational and managerial
adaptations are a necessity, through
collaborative management,
autonomous cross-functional teams,
multi-machining, multi-skills,
internationalization of managerial
practices, etc.;

0 Safran’s well-established skills (in
mechanics, avionics and materials)
remain major factors in Safran’s ability
to stand out from the competition
and will gradually include digital
technologies to offer high-performance
products and services.

1,418

mobilities and transfers

5.37%

employment rate of
disabled workers

EMPLOYEE TRAINING,

A SAFRAN PRIORITY

Each year, Safran’s strategic training
focuses are shared with all of the Group’s
HR and managerial teams. Safran
University develops a full catalog of
training courses, and Group companies
assess training priorities in line with
these focuses.

Safran University acts as a key vector
for onboarding new hires, transforming
the organization and instilling leadership
across the Group. It handles induction
for new recruits and on-site or online
training for Group employees from
different companies, countries and
business lines, in a manner that inspires
pride and a sense of belonging in the
Safran community. It ensures skills
development and participates in the

creation of interactive, mutually
supportive networks of executives who
develop their transformative capabilities
and acquire and transmit the Group’s
values and culture. Faced with the health
crisis in 2020, Safran University
reconfigured its operations to ensure
effective continuity in its teaching
programs and employee training
capabilities, In 2020, 77% of Safran
University’s training was online.

ENCOURAGEMENT

ON VARIED CAREER PATHS

84% of employees attended performance
and career development interviews in
2020. Varied career-path propositions
are available to all employees, through
career committees in operational entities
and Group cross-functional committees.
Workforce fluidity and opportunities for
employees to switch jobs and locations
seamlessly, to develop existing skills
and acquire new ones, is both a key
to maintaining their employability
and a prerequisite for the Group’s
transformation and agility. In the context
of the Covid-19 crisis, Safran strengthened
its encouragement and support for
mobilities across subsidiaries impacted
in different ways and to different
extents by the pandemic. A total of
1,418 employees changed business
function and company in 2020.

At the same time, Safran stepped up its
HR policy aimed at allowing employees
to sidestep from a declining profession
to a growing one. The crisis has actually
expanded career opportunities, nudging
employees toward openings in growing
professions, in digital transformation
and ecological transition for example,
and encouraging the development of
new skills through a program put
together with Safran University.

Integrated Report

Approx.
1 million

hours of training (on-site and distance)
worldwide in 2020

67%

attendance at one or
more training sessions
in 2020 among all
employees worldwide
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RISK MANAGEMENT

SAFRAN’S ENTERPRISE
RISK MANAGEMENT SYSTEM
AND ITS MONITORING

Safran operates a robust

Enterprise Risk Management (ERM) system.

afran’s ERM set-up has spawned
S a strong risk management culture

spanning all company processes.
Today, it enjoys very strong take-up by
all teams, across all units and at all levels
throughout the organization.
ERM has become one of the Group’s
key performance drivers. Full details on
the system can be found in chapter 4
of the Universal Registration Document.
Identification, appraisal, processing and
control of major risks is regularly updated
by the risk committees of tier-one enti-

ties, the central corporate departments,
and ultimately the Group Risk Committee.

The Risk and Insurance Department
reports to the Deputy CEO. It comprises
the Risk and Insurance Department direc-
tor and Corporate Risk Managers, and is
responsible forimplementing the Group’s
ERM system.

It develops methodological techniques
and processes to ensure consistent
handling of risks by tier-one entities and
central corporate departments.

Each tier-one entity has a risk manager
who prepares a risk map and constantly
liaises with the Risk and Insurance
Department. Risk managers are tasked
with implementing the risk management
process for their entire operational
scope, i.e, in their respective tier-one
entities and in their subsidiaries and
investments.

Each of Safran’s central corporate
departments also prepares a map of
the main risks in its scope.

Board of Directors
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The Audit and Risk Committee
reviews the risk mapping

and the work related to the
main risks faced by the Group,
as presented to it twice

a year by the Risk and

and Insurance Department.
The Committee reports to

the Board of Directors on its
risk management work

at the same intervals.
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RISK MANAGEMENT

MAIN RISKS

The risks identified by Safran as material are ranked by criticality
(in terms of likelihood of occurrence and potential impact) in a limited number

of categories,

I:set NoLI

SUSTAINABLE

R&T and R&D

Patent portfolio

A -

\ L

Risks relating to the environment
in which the Group operates

- Changes in the competitive
landscape (political and geopolitical
uncertainties, health uncertainties,
including measures on tackling
Covid-19, etc.)

- Changes in economic conditions

- Impact of the aviation cycle

- Competition

Financial market risks

- Foreign currency risk
- Interest rate risk

- Counterparty risk

- Liquidity risk

Legal and regulatory risks
Risks of negative media coverage
Risks relating to climate change

I:set Noil

OPERATIONAL

transformation

Health, safety,
environment

FINANCIAL PERFORMANCE -

consistent with Safran’s three key assets.

FOCUS

ON CLIMATE RISK

To contend with the climate change
related physical risks to which

the Group is exposed, Safran has
devised an HSE (Health, Safety

and Environment) strategy and

Izset Noil

RESPONSIBLE

INNOVATION EXCELLENCE CONDUCT governance framework to ensure
— — o=l appropriate protection for all
e i its employees and assets.
Self-funded Digital Responsible Safran is deploying a proactive

purchasing strategy underpinned by quantified

objectives for meeting key climate

change challenges and the

increasing scarcity of fossil fuels,

by carefully controlling and reducing

its energy consumption and the

greenhouse gas emissions produced
by its operations and services

(Scopes 1and 2). To manage

this transition risk, Safran has

deployed a number of targeted

actions for improving the
performance of its new buildings,
reducing energy consumption

at its existing sites, and switching

energy sources by using

breakthrough solutions for heat
generation, selecting low-carbon
energy sources, or introducing
biofuels into its engine tests.

Safran contributes to the work of

international institutions in drafting

environmental standards on
aerospace industry decarbonization.

Following a technological roadmap

on reducing the emissions from the

use of its products (Scope 3), all of

Safran’s R&T activities are oriented

towards:

— designing engines that consume
less fuel and lighter aircraft
equipment that contributes
to reducing CO2 emissions;

— participating in research programs
on sustainable fuels (biofuels,
liquid hydrogen, etc.);

— developing more electric aircraft
with an optimized energy chain
(electric/hybrid propulsion for
short-distance travel).

No discrimination

in ‘“‘
-

-

Risks relating to Group operations

- Aircraft accidents

- Delays, program development
and industrialization

- Products and services

- Supplier and partner risks

- Health, safety
and environmental risks

- Personal safety risks

- Data confidentiality
and cybersecurity risks

Risks relating to the Group’s
strategic development

- Technological evolutions

- Uncertainty regarding returns
on investments

- Dependence on government
procurement contracts

- Acquisition and restructuring risks

Human resources risks
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CORPORATE GOVERNANCE

A BOARD OF DIRECTORS
INCORPORATING BEST GOVERNANCE
STANDARDS INTO ITS ACTIVITIES

Safran refers to the “Corporate Governance Code
of Listed Corporations” drawn up jointly by the French employers’ associations,
AFEP and MEDEF. Safran’s Board of Directors determines its strategy

SEPARATION OF THE ROLES

OF CHAIRMAN OF THE BOARD

OF DIRECTORS AND CHIEF
EXECUTIVE OFFICER

Since 2015, the Board has chosen to
separate the roles of Chairman of the
Board of Directors and Chief Executive
Officer.

This choice of governance, confirmed
with the appointment of Olivier Andriés
as the new Chief Executive Officer as
from January 1, 2021, brings the Group
the combined benefits of his managerial
and industrial record in addition to the
international stature of the Chairman,
Ross Mclnnes. Complementarity across
their profiles will be one of the underlying
factors enabling the Group to be
governed harmoniously, based on
transparent relations between the Board
of Directors and Executive Management
and a balanced and respectful distribution
of roles between the Chairman of the
Board and the Chief Executive
Officer, thus guaranteeing an effective
segregation of duties.

LEAD INDEPENDENT DIRECTOR

In 2018, the Board of Directors decided
to appoint Monique Cohen as Lead
Independent Director and define her
duties. Although the position of Lead
Independent Director is not indispens-
able because the Company has separated
the roles of Chairman of the Board and

and oversees its implementation.

Audit and Risk -
Committee

Appointments and
Compensation Committee

Innovation, Technology
& Climate Committee

©

Compliance, Ethics and
Anti-Fraud Committee,

Chief Executive Officer, the Board felt
that it would be good practice to have
such a Director.

AN INDEPENDENT DIRECTOR
RESPONSIBLE FOR MONITORING
CLIMATE ISSUES

Fully aware of the strategic importance
of climate issues for the aerospace indus-
try, in early 2021 the Board of Directors
appointed Patrick Pélata as Director
responsible for monitoring climate issues,
and defined his roles and responsibilities
accordingly (see page 45).

Board of Directors

Chairman of
the Board of Directors

|
| Chief Executive Officer |

Executive Committee

INDEPENDENT DIRECTORS

The aim of having independent Directors
on the Board is to provide shareholders
with assurance that the collegiate body
of the Board comprises members who
have total independence to analyze, judge,
take decisions and act, always in the
Company’s interests. Highly engaged and
involved in the Board’s work, their freedom
of judgment and expression contributes
to the quality of the Board’s discussions
and decisions. Their professional and
personal experience provides an external
view that is beneficial for the Group.

EXECUTIVE SESSIONS AND ASSESSMENT OF BOARD OPERATING PROCEDURES

As part of the formal self-assessment of its operating procedures, the Board decided that an “executive session” should be
added at the end of each scheduled Board meeting as from 2021, enabling Directors to discuss functionning of the Board
if required. Previously, two “executive sessions” were held per year. At these sessions, not attended by any executive or
in-house Directors, the other members of the Board generally discuss the functionning of the Board and its Committees,
the performance of the Chairman and the Chief Executive Officer and the work carried out on succession plans,

and identify issues to be addressed at subsequent Board meetings.

The self-assessment process confirmed the main observations of the 2018 assessment (carried out with input from

an external consultancy), namely satisfaction with the separation of the roles of Chairman and Chief Executive Officer,
the Board’s functionning (very professional, good balance between operations and strategy, and high-quality documents
provided), and the handling of strategic issues.
In 2020, the Directors also noted that progress had been made on the measures and action plans put in place
for the areas of improvement that were identified in the 2018 assessment.
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AN EXPERIENCED BOARD
OF DIRECTORS TAKING UP THE GROUP’S
STRATEGIC CHALLENGES

A Board membership structure that is consistent with Safran share ownership.

THE BOARD OF DIRECTORS
AT DECEMBER 31, 2020

(number of Directors)

Independent— 9 —e

\\4

Other—— 1

SHAREHOLDER VOTING RIGHTS
AT DECEMBER 31, 2020

(asa %)
Employees
— and employee
shareholders
Link
e-2 — to French —72'5 °

Statem Free

1 Chief _ float
Executive
Officer

1— Chairman

104

Employees

17.1
French State

A diverse range of profiles, expertise and skills within the Board

The Board of Directors has a wide range
of experience, making it well equipped
to deal with strategy and performance
challenges. It regularly considers the
desired balance and diversity of its
membership structure and that of its
Committees. Its diversity policy is
structured around principles and
objectives related to the size of the
Board, the representation of the
Company’s various stakeholders, the
proportion of independent Directors,
the depth and fit of the Directors’ skills
and expertise, international experience,
and gender balance.

Committees addressing the Group’s strategic

Audit and Risk

Committee
6 6
meetings members
94% 80% (4 out of 5)

independent®

attendance

Experience and specific positions
exercised by Directors in different sectors
and activities

Aerospace industry

Number

of Directors

Other industries

Innovation, R&T, Development, Engineering

International career and experience

Strategy, competition and M&A

Finance and management control

Digital - New technologies

Governance and compensation

Human Resources - CSR

(2020 key figures)

Appointments
and Compensation

Committee
9 8
meetings members
907, 11.43% 5 outof 7

independent®

attendance

Innovation,
Technology & Climate
Committee
meetings members
100% 75% (3 out of 4)

attendance independent®

(1) One representative of the French State appointed by way of a ministerial decree and one Director put forward by the French State and appointed by the

Annual General Meeting.

(2) Excluding Directors representing employee shareholders and Directors representing employees, in accordance with the AFEP-MEDEF Code.
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CORPORATE GOVERNANCE

MEMBERSHIP STRUCTURE OF THE BOARD
OF DIRECTORS AND ITS COMMITTEES

ROSS
McINNES

Chairman
of the Board
of Directors

PATRICIA
BELLINGER

Independent
Director

[ [acc]

OLIVIER
ANDRIES

Chief Executive
Officer

HERVE
CHAILLOU

Director
representing
employees

[ircc]

(AT MARCH 25, 2021)

ANNE
AUBERT

Director
representing
employee
shareholders

MARC
AUBRY

Director representing
employee
shareholders

ARC

JEAN-LOU
CHAMEAU

Independent
Director

[ [ace][ircc]

MONIQUE
COHEN

Lead Independent
Director

Chair of the
Appointments and

Compensation
Committee

[1][acc]

DIDIER
DOMANGE

Director
ACC

LAURENT
GUILLOT

Independent
Director

[0 [a=e]

VINCENT
IMBERT

Director appointed at
the recommendation
of the French State

SUZANNE
KUCHAREKOVA
MILKO

Director
representing
the French State

]
Independent
PATRICK ROBERT SOPHIE ARG
PELATA PEUGEOT ZURQUIYAH
Audit and Risk
Chairman of Director Independent Committee
the Innovation, representing F&P Director
Technology & Climate II‘ II‘

Committee

Director responsible
for monitoring climate
issues

[ [ace][iree]
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HELENE
AURIOL POTIER

Independent
Director

1] (ee] [ree]

ODILE
DESFORGES

Director
Chair of the Audit
and Risk Committee

[N [Aze]

DANIEL
MAZALTARIM

Director
representing
employees

AcCC

Appointments
and Compensation
Committee

[ircc]

Innovation,
Technology &
Climate Committee



BOARD OF DIRECTORS
(2020 key figures)

10

meetings

98%
attendance

18

Directors

64.3%

(9 out of 14)
independent Directors®

CHANGES IN THE MEMBERSHIP
STRUCTURE OF THE BOARD

OF DIRECTORS IN 2020

o Olivier Andriés, Chief Executive Officer,
was also appointed as a Director,
effective from January 1, 2021. This
decision reflects the Board’s continuing
belief that it is useful, necessary and of
real value for the Chief Executive Officer
to also be a Director of the Company,
as it enables the Chief Executive Officer
to be among his peers around the Board

table, and also enables the Board to
benefit from his contribution to its
discussions.

0 At the May 28, 2020 Annual General
Meeting:

- Patricia Bellinger was appointed as
an additional independent Director;
- Anne Aubert and Marc Aubry were
appointed as Directors representing

employee shareholders.
0 Suzanne Kucharekova Milko, Secretary-
General of the French State Investments
Agency (APE), was appointed as
representative of the French State.

PROPOSITIONS PRESENTED

TO THE ANNUAL GENERAL
MEETING OF MAY 26, 2021

Proposed appointment of a new female
independent Director, with a change
in the composition of the Audit and
Risk Committee:

The Board will propose the appointment
of Fabienne Lecorvaisier as an
independent Director to replace Odile
Desforges. She has all of the qualities
that the Company was seeking during
the selection process.

Fabienne Lecorvaisier would bring to
the Board the experience that she has
gained in various functions within
international industrial groups in France
and overseas, as well as her expertise
as a Chief Financial Officer and her
experience as a Director. She also has
the skills, profile and ability to take on
other tasks and responsibilities required
of a Board member, notably in the areas
of strategy, energy transition, risk and
financial transaction management, and
wide-reaching projects.

Integrated Report

She would also make valuable
contributions as a member of the Audit
and Risk Committee.

Laurent Guillot will take over as the
Chairman of the Audit and Risk
Committee, after the Annual General
Meeting, on expiration of the term of
office of Odile Desforges.

Proposed re-appointment of three
independent Directors, including the
Director responsible for monitoring
climate issues:

The Board will also propose the
re-appointment of the following three
independent Directors:

0 Hélene Auriol Potier, who is also a
member of the Appointments and
Compensation Committee and the
Innovation, Technology & Climate
Committee;

0 Sophie Zurquiyah, who is also a
member of the Audit and Risk Committee;
0 Patrick Pélata, who is also Chairman
of the Innovation, Technology & Climate
Committee and a member of the
Appointments and Compensation
Committee.

With the appointment of Patrick Pélata
as the Director responsible for
monitoring climate issues, the
shareholders would also have the
opportunity to express their support
for the climate approach adopted by
Executive Management and the Board
of Directors.

Safran’s climate strategy and action
plan will be presented at the Annual
General Meeting.

DIRECTOR RESPONSIBLE FOR MONITORING CLIMATE ISSUES - PATRICK PELATA

Consistent with its shareholders’ vision, the Board of Directors is fully aware of the strategic importance of “climate issues”
for the aerospace industry. Therefore, the Board has appointed Patrick Pélata as “Director responsible for monitoring climate
issues”. He is also the independent Chairman of the Innovation, Technology & Climate Committee. He will embody and
represent the Board’s commitment on climate issues.
He will take the lead in ensuring follow-up of the climate action plan by the Innovation, Technology & Climate Committee,
whose name and responsibilities have been changed to reflect its new scope. Within this scope, he and the Committee

will be involved in overseeing Executive Management’s climate action plan and in preparing information for publication

by the Company and for presentation to the Annual General Meeting. He is informed of shareholders’ questions on matters
falling within the scope of his role and, where necessary, makes himself available to discuss those matters with them,

in conjunction with the Chairman of the Board of Directors. His roles and responsibilities are set out in the Board of Directors’

Internal Rules.

(1) In accordance with the AFEP-MEDEF Code, Directors representing employee shareholders and Directors representing employees are not taken into account
when calculating the percentage of independent Directors.
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CORPORATE GOVERNANCE

AN EXECUTIVE COMMITTEE
IMPLEMENTING GROUP STRATEGY
AND MANAGING GROUP OPERATIONS

The Executive Committee is in charge of conducting
Safran’s business in line with the strategy
defined by the Board of Directors.

0 The Executive Committee ensures
that Safran’s strategy is implemented
consistently across all Group entities.
It also monitors its operational perfor-
mance and facilitates interaction with
the various Group companies.

O The Executive Committee comprises
the Chief Executive Officer, holding
company executives and the heads of
the Group’s main operating companies.
This membership structure provides for
balanced representation of the Group’s
businesses and cross-business support
functions.

0 Under the authority of the Chief
Executive Officer, the Executive
Committee meets as often as is neces-
sary and at least once a month. It has
18 members.

0 To maximize the Group’s strengths,
which are integral to its success,
the Executive Committee is supported
by a number of committees, including
the Compliance, Ethics and Anti-Fraud
Committee and the Scientific Committee.

Compliance, Ethics and @
Anti-Fraud Committee

This Committee is responsible for
supervising employee compliance with
the rules defined in the Ethical Guidelines
(upholding the law, engaging in proper
business practices, protecting people
and assets, etc.), as well as any updates
and revisions.

This approach is sponsored by the
Corporate Secretary, and the
responsibilities are handled by the
relevant departments (for example, the
Group International and Public Affairs
Department manages trade compliance
and export control). The Group’s
resources mainly include the Ethical
Guidelines, anti-fraud policies, internal
control procedures, processes and
standards, and a fraud prevention,
awareness, detection and assessment
program.
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Scientific Committee @

Led by the Group Director of Innovation,
the Scientific Committee is tasked with
helping Safran deploy a world-class
scientific research policy. It assesses, in
particular, the excellence of scientific
partnerships and the relevance of the
long-term R&T plan. The Committee
also contributes to Safran’s technological
difference by identifying new areas of
research.

The Committee comprises eight
top-level academics and holds three
plenary meetings a year. Recent work
includes approximately 15 theme-based
reviews in three major areas (software
and systems engineering, materials and
structures, and sensors and signal
processing). These reviews ensure the
Group is advancing in the right direction.
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EXECUTIVE COMMITTEE MEMBERS

CROSS-BUSINESS FUNCTIONS

BERNARD DELPIT

Deputy CEO and Chief
Financial Officer

STEPHANE CUEILLE

Executive VP

(AT MARCH 25, 2021)

COMPANY CEOs

JEAN-PAUL ALARY

CEO Safran Aircraft
Engines

VINCENT CARO

CEO Safran Nacelles

) OLIVIER
R&T and Innovation ANDRIES
Chief Executive
z Officer z
STEPHANE DUBOIS CEDRIC GOUBET
Executive VP CEO Safran Landing
Corporate Human and Systems
Social Responsibility
EXECUTIVE
MMITTEE
BRUNO DURAND co NORMAN JORDAN
Executive VP CEO Safran Cabin
Production, Purchasing
and Performance
members*
CELESTE THOMASSON — VINCENT MASCRE

Corporate Secretary and
Chair of the Ethics and
Compliance Committee

FREDERIC VERGER

Executive VP
Chief Digital and Chief
Information Officer

ALEXANDRE ZIEGLER

Executive VP
International and
Public Affairs

CEO Safran Seats

FRANCK SAUDO

CEO Safran Helicopter
Engines

ALAIN SAURET

CEO Safran
Electrical & Power

MARTIN SION

CEO Safran
Electronics & Defense

SEBASTIEN WEBER

CEO Safran Aerosystems

CHANGES IN THE MEMBERSHIP STRUCTURE
OF THE EXECUTIVE COMMITTEE IN JANUARY 2021

O Olivier Andriés takes over from Philippe Petitcolin as Chief Executive Officer

0 Bernard Delpit, Chief Financial Officer, also in charge of Strategy, Mergers & Acquisitions and Real Estate,
is appointed Deputy CEO

O Celeste Thomasson, Corporate Secretary, is appointed Corporate Secretary and Group Ethics

0 Sébastien Weber is appointed CEO of Safran Aerosystems

o Frédéric Verger is appointed Executive VP, Chief Digital and Chief Information Officer

© Bruno Durand is appointed Executive VP, Production, Purchasing and Performance

* Including the Executive VP, Communications whose appointment will be effective in April 2021.
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CORPORATE GOVERNANCE

A COMPENSATION
POLICY SUPPORTING
SHORT- AND LONG-TERM
VALUE CREATION

Corporate officer
compensation policy

In the interests of the Group and its
stakeholders, the compensation policy
must be competitive in order to attract,
motivate and retain the best profiles
and talent (which may come from within
or outside the Group) for key positions.

CHAIRMAN OF THE BOARD OF
DIRECTORS’ COMPENSATION
POLICY AND STRUCTURE

In line with his position as a
non-executive Director and the specific
duties conferred on him, the Chairman
receives fixed compensation. He does
not receive any variable compensation
or compensation under a long-term
incentive plan. He does not receive
attendance fees. The Chairman is
covered by the supplementary pension
and personal risk insurance plans
implemented by the Group.

CHIEF EXECUTIVE OFFICER’S
COMPENSATION POLICY

AND STRUCTURE

The structure of the Chief Executive
Officer’'s compensation package
comprises fixed compensation, annual
variable compensation, and performance
shares awarded under a long-term
incentive (LTI) plan. The Chief Executive
Officer is covered by the supplementary
pension and personal risk insurance
plans implemented by the Group.

PAY RATIO®

The underlying aim is to closely align
the CEO’s interests with those of the
Group and its shareholders, by achieving
abalance between short- and long-term
performance, as assessed by the Board.
Compensation subject to performance
conditions accounts for the largest
percentage of the overall compensation
package.

CHIEF EXECUTIVE OFFICER’S RECURRING COMPENSATION STRUCTURE

~ 38%

Target

long-term incentive*

=~ 31%

Target annual

variable compensation

=~ 31%

Annual fixed compensation

In France, pay ratios between the
level of compensation of Safran’s
corporate officers (Chairman and
Chief Executive Officer) and the
average compensation of Safran’s
employees in 2020 were 8 and
32 respectively.

~69%

Subject to performance conditions
=~ 38%

In performance shares

(potential)

~63%

In cash

= 31%
Not subject to performance conditions

* Value at grant date in accordance with IFRS.

(1) See chapter 6 of the 2020 Universal Registration Document.
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An equivalent variable compensation policy
is adapted for certain Group executives
and senior managers

I
ANNUAL VARIABLE COMPENSATION

The Chief Executive Officer’s annual variable compensation
is contingent on achieving economic and individual,
financial and non-financial, quantitative and qualitative
performance objectives, consistent with the Group’s overall
business.

O For 2021, CSR-HR-Climate objectives cover measures and
priority actions on the new CSR policy, with a number of
specific focuses: improved gender balance in the Executive
Committee and companies’ management committees;

the low-carbon project (including ongoing promotion

of sustainable fuels); and safety (frequency rate of
occupational accidents).

VARIABLE COMPENSATION OBJECTIVES®™

(asa %)
3B
Individual
|40
ROI
A

Workin
Capita 20
FCF

LONG-TERM INCENTIVE PLAN -
PERFORMANCE SHARES

This mechanism is well adapted to the Chief Executive
Officer position given the level of direct contribution
expected from him to the Group’s long-term performance.
This system helps promote the alignment of management’s
interests with those of the Company and shareholders.
Performance shares are awarded to the Group’s top
managers. The grant of these shares is currently subject to
the attainment of demanding internal (ROl and FCF)® and
external (TSR)® performance conditions, measured over
three years.

LONG-TERM INCENTIVE PLAN PERFORMANCE CRITERIA®
(@asa %)

FCF

IMPACT OF THE COVID-19 CRISIS

ON COMPENSATION

* The metrics of the
former Chief Executive

compensation policy
were not adjusted as
this represented his

restraint efforts that
the Group asked of
its employees in view
of the current crisis.
The reference budget

was therefore as
of the Covid-19 crisis.

Payment of this annual
variable compensation

at the 2021 Annual
General Meeting.

Officer’s annual variable

contribution to the wage

for calculation purposes

determined for the year
before the sudden onset

for 2020 will be subject
to shareholders’ approval

* The Board of Directors decided that the annual fixed
compensation of the new Chief Executive Officer for
2021 would be the same as that of the former Chief
Executive Officer for 2020. This decision was taken
in view of the prevailing situation (the crisis in the
aerospace industry and the Covid-19 pandemic) and
the current context (Safran’s Activity Transformation

The 2021 compensation policies for the Chairman
of the Board of Directors and the Chief Executive
Officer, which will be submitted for approval at

the 2021 Annual General Meeting, will also remain
substantially unchanged with respect to the figures
approved by the 2020 Annual General Meeting.

As provided for in the Activity Transformation
Agreement, employer contributions to
defined-contribution supplementary pension
plans have been frozen for 2021. Consequently,
no contributions will be made to such plans
for the Chairman of the Board of Directors

or the Chief Executive Officer for 2021.

Agreement, which includes wage restraint measures).

Reference: annual budget.

(2) TSR: Total Shareholder Return corresponds to dividends plus the change in the share price. ROI: Recurring Operating Income. FCF: Free Cash Flow.
(3) Reference on principle: the Group’s medium-term plan.
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VALUE CREATION

PERFORMANCE AND VALUE CREATION

SUSTAINABLE

Safran is convinced that in order to sustain prosperity,
a company must create and share value

y generating a positive contribu-
Btion for all its stakeholders and
investing in technologies that will
contribute to meeting aviation sector
greenhouse gas emission commitments,

Safran is preparing the foundations for
its future growth.

with all its stakeholders.

The Group therefore shares the value
that it creates among all its stakehold-
ers: customers benefit from
differentiating and competitive products
serving their businesses, employees
enjoy attractive working conditions and
a social model where they share in prof-

its, the environment benefits from the
Group'’s technology portfolio and R&D
efforts and shareholders receive attrac-
tive and sustainable compensation
thanks to a capital allocation policy that
seeks to provide, over the long term,
organic growth in our businesses.

BREAKDOWN OF VALUE CREATED IN 2020

PURCHASING
AND OTHER
cosTs™

VALUE
GENERATED
BY SAFRAN
v
EMPLOYEES® INVESTMENT IN SHAREHOLDERS* FRENCH STATE® DEBT HOLDERS®

THE FUTURE®

23

* 5% of revenue

9%

« Taxes and duties

1%

* One of the

697

« Attractive working

2

* TSR® 2005-2020:

conditions and invested +14.27% per year e The world’s best industry
social model in self-funded best technology financial signatures
R&D in 2020 serving national worldwide
* 75% of R&T and European * Long-term credit
investment focused self-reliance and rating: BBB+
on environmental dissuasion (with stable
efficiency outlook)

N.B.: Based on 2020 adjusted data.

(1) Raw materials and consumables used + net charges to provisions + asset impairment + other recurring operating income and expenses + share in profit from
joint ventures + other non-recurring operating income and expenses + foreign exchange gain (loss) + other income + change in inventories + capitalized
production.

(2) Personnel costs and benefits, excluding employee share ownership.

(3) Profit for the year not distributed, plus net charges to depreciation and amortization.

(4) Dividend proposed to the Annual General Meeting of May 26, 2021.

(5) Total Shareholder Return corresponds to dividends plus the change in the share price.

(6) Income tax and other taxes and duties.

(7) Cost of net debt and other financial income and expenses.
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KEY PERFORMANCE
INDICATORS

Key sustainable innovation indicators

Scope 3 (product usage): R&T investment focused 75% 75%
on environmental efficiency Objective for 2025: 75%

63* 36
Number of new PhD students Objective for 2025: > 65
R&D expenditure self-funded £€1,337 million €864 million
Number of initial patent requests More than 1,200 More than 1,000

* Average new PhD students over three years (2017-2019).

Key operational excellence indicators 2019 ‘ 2020
Number of production lines “of the future” in operation 22 24
50% 60%

Percentage of sites certified “Gold” to internal HSE standards

Objective for 2025: 100% of sites

Capex (property, plant and equipment) €695 million® €449 million

CFM56 in operation 31,802 31,865

LEAP backlog 15,614 9,614@
3.2 2.0

Lost-time accident frequency rate®

Objective for 2025: LTAFR < 2.5

Scope 1and 2 emissions (t CO,eq.)[CsR]
Change in Scope 1 and 2 emissions™®

623,619*
+3%

414,988
-31%

Objective for 2025: 30% reduction®

Waste recovery ratio

68.3%

70.5%

* 2019 emissions figures, which included estimated data for fourth-quarter 2019,

Key responsible conduct indicators

were revised in 2020 to reflect the actual data.

Proportion of purchases made from suppliers that have signed - 40%
Safran’s responsible purchasing charter® Objective for 2025: 80%
Proportion of senior managers and exposed and affected - ‘ 66%
people trained in anti-corruption® Objective for 2025: 100%
Number of training hours per employee per year”’ 2 ‘ 1
Objective for 2025: 26
Global absenteeism rate 2.8% 2.7%
% of women in the workforce 29.1% 27.7%
% of women among senior managers 12% 1%
Objective for 2025: 22%
Key financial performance indicators 2019 ‘ 2020**
Organic growth in adjusted revenue +9.3% -32.5%
Growth in civil aftermarket (in USD) +9.9% -43.2%
Recurring operating margin 15.5% 10.2%
EBIT to FCF conversion 51.9% 63.6%
Dividends €0/share’ €0.43/share

* In response to the impact of the Covid-19 crisis, Safran’s Board of Directors decided not to propose to the Annual General Meeting the payment of a dividend in

2020 for the 2019 financial year.

**In the context of the Covid-19 pandemic, an unprecedented crisis for the aerospace industry.

Key governance indicators 2019 2020
Average attendance rate at Board meetings 95% 98%
% of Chief Executive Officer compensation subject o o

to performance conditions 69% 69%
% of independent Directors on the Board of Directors o @
after the Y+1 AGM B 64.3%

% of women on the Board of Directors after the Y+1 AGM 42.86% 42.86%®

(1) Net of the cash inflow from the disposal of a tertiary property complex in the Paris region.

(2) On the basis of pending orders and cancellations.

(3) Number of accidents per million hours worked.

(4) Compared to 2018.

(5) Or using an equivalent responsible purchasing charter.

(6) Purchasing, HR, Sales, Legal, Finance, Audit & Internal Control, Compliance & Business Ethics, Risks and Communications Departments, with customers,

suppliers, auditors and partners concerned.
(7) Excluding employees on long-term absence.

(8) Assuming adoption of the resolutions at the Annual General Meeting of May 26, 2021.
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PRESENTATION OF THE GROUP

SAFRAN OVERVIEW

History

Organization and position of the issuer
in the Group

Simplified operational organization chart
Main Group companies by business sector

GROUP BUSINESSES

Aerospace Propulsion

Aircraft Equipment, Defense
and Aerosystems

Aircraft Interiors

COMPETITIVE POSITION

RESEARCH AND DEVELOPMENT

Major technological focuses
Technical and scientific partnerships
Innovation and intellectual property

Safran Corporate Ventures and relations
with innovative companies

Research and development expenditure

INDUSTRIAL INVESTMENTS

Industrial policy and the Factory
of the Future

Main industrial investments

SITES AND PRODUCTION PLANTS

SAFRAN PERFORMANCE
AND QUALITY POLICY

2020 UNIVERSAL REGISTRATION DOCUMENT SAFRAN I

53




54

PRESENTATION OF THE GROUP

Safran overview

1.1

1.1.1

SAFRAN OVERVIEW

History

Key dates in the Group’s history

Safran was created on May 11, 2005 from the merger of Snecma and Sagem, and is the world’s oldest aircraft engine
manufacturer.

1905

1912

1924

1945

1968

1974

1993

1997

2000

2002

2005

2008

2009

2010

2011

Louis and Laurent Seguin found the Société des Moteurs Gnome in the Paris suburb of Gennevilliers. In just a few
short years, their Ghome rotary engines become the standard for planes around the world.

Louis Verdet founds the engines company Le Rhéne. Within two years, Le Rhdéne becomes Gnome’s main competitor
and is taken over by its rival to form Société des Moteurs Gnome & Rhdéne. After the First World War, Ghome & Rhéne
becomes one of the world’s leading manufacturers of aircraft engines.

Marcel Médme creates Société d’Applications Générales d’Electricité et de Mécanique (Sagem), whose main business is
to supply power to telephone exchanges. A few years later, Sagem diversifies its business to include the manufacture
of cameras, projectors and artillery equipment. It also sets up the first ever analog telephone network. Sagem creates
Société d’Application Téléphonique, which in 1960 becomes Société Anonyme de Télécommunications (SAT).
This company goes on to design the world’s first infrared guidance system for air-to-air missiles.

After the Second World War, the company Gnome & Rhoéne is nationalized and renamed Snecma (for Sociéte
Nationale d’Etude et de Construction de Moteurs d’Aviation). It groups together the majority of French aircraft engine
manufacturers launched since the beginning of the century (Renault, Lorraine, Régnier, etc.).

Hispano-Suiza, specializing in power transmission for the engines of civil and military aircraft and helicopters, joins
Snecma. A few years later, it teams up with Messier to create Messier-Hispano-Bugatti (MHB) and consolidate all
products relating to landing systems.

Snecma becomes a civil aircraft engine manufacturer through a cooperation agreement with General Electric Aircraft
Engines for manufacture of the CFM56° (“CF” for General Electric’s commercial engine line and “M56” for Snecma’s
fifty-sixth project). This engine currently represents the world’s largest civil aircraft engine fleet®.

Sagem purchases Morpho, a specialist in fingerprint-based biometric recognition systems.

Snecma takes full control of Société Européenne de Propulsion (SEP) and enters the space propulsion market
(Ariane launcher).

Aircraft wiring specialist Labinal joins Snecma and becomes a leading world player in this market. Labinal helicopter
engine manufacturer subsidiary Turbomeca also joins Snecma, to continue a technology success story that started
in 1938 with company founder Joseph Szydlowski. Today, the company is the world’s premier manufacturer of turbine
engines for helicopters®.

Hurel-Dubois merges its businesses with the aircraft engine nacelle business of Hispano-Suiza to become Hurel-Hispano.
Three years later the company is renamed Aircelle. It is currently one of the key participants in the aircraft engine
nacelle market.

Safran is formed from the merger of Snecma and Sagem. Safran strengthens its positions in the Security business with
the acquisition of smartcard specialist Orga Kartensysteme GmbH.

Safran extends its partnership with General Electric (GE) in the fields of aerospace propulsion and nacelles through to
2040. Safran’s Security business acquires Sdu-I in the Netherlands, renamed Morpho BV.

Safran acquires 81% of GE’s Homeland Protection business, and Motorola’s biometrics business (under the Printak
brand, now MorphoTrak). Then in 2012, Safran acquires the remaining 19% of GE Homeland Protection, renamed
Morpho Detection Inc.

Labinal completes its acquisition of Harvard Custom Manufacturing, an American company based in Salisbury
(Maryland).

Safran acquires L-1 Identity Solutions, now MorphoTrust USA, a leading identity management provider in the US
market, to become a front-line world player in identity solutions and electronic documents. It also acquires SME
(formerly SNPE Matériaux Energétiques), to be merged with Snecma Propulsion Solide in 2012 to form Herakles.

(D Source: Cirium Fleets Analyzer.
(2) Source: Safran.
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In optronics, Safran and Thales form the 50-50 joint venture Optrolead. The two companies also buy out the Areva ]
stake to obtain 50% each of Sofradir and transfer their infrared businesses to this company.

2012

2013 Safran acquires the electrical systems business of Goodrich (Goodrich Electrical Power Systems - GEPS). The Group
also acquires the 50% interest of Rolls-Royce (United Kingdom) in their joint RTM322 helicopter engine program,

to strengthen its position on the strategic heavy-lift helicopters segment.

2014  Safran brings all the Group’s electrical systems operations together into a single unit to form a leading world player in
aircraft electrical systems: Labinal Power Systems. Safran also acquires the aerospace power distribution

management solutions and integrated cockpit solutions businesses of Eaton Aerospace.

2015 Hispano-Suiza and Rolls-Royce found Aero Gearbox International, a joint venture specializing in design, development,

production and aftersales for accessory drive trains (ADTs).

2016 Safran brings all its companies together under the same banner and includes “Safran” in the corporate name of its
subsidiaries. Safran and Airbus Group SE finalize the merger of their launch vehicle businesses in a 50-50 joint
venture, Airbus Safran Launchers (later renamed ArianeGroup), to support the onset of the Ariane 6 project and
provide Europe with a new family of competitive, versatile and high-performance launch vehicles. Safran becomes the

sole shareholder in Technofan, later renamed Safran Ventilation Systems.

2017 Safran and Zodiac Aerospace sign a business combination agreement to create a world leader in aerospace
equipment. The financial arrangements for this project are approved by the Annual General Meeting in June, and the
necessary regulatory clearance comes through in December. Safran finalizes the disposal of its detection businesses
to Smiths Group in the second quarter. Safran completes the disposal of its identity and security businesses to Advent

International, owner of Oberthur Technologies.

2018 Safran takes control of Zodiac Aerospace in February. In November, an Extraordinary Shareholders’ Meeting approves
the merger of Zodiac Aerospace into Safran, effective from December 1, with the new Zodiac Aerospace businesses
coming under the Safran name. Safran and Boeing announce creation of the Initium Aerospace joint venture, to
handle design, manufacture and aftersales support for auxiliary power units (APUs). The acquisition of the flight
control actuators, cockpit equipment and special products businesses of Rockwell Collins strengthens the Group’s

positions in electric actuators and flight controls.

2019 Safran modifies the operational management of its equipment businesses to step up synergies in connection with integration

of the Zodiac Aerospace Aerosystems and Aircraft Interiors businesses.

2020 With the aviation sector hard hit by the prolonged Covid-19 crisis, Safran implements an adaptation plan enabling it to

meet its cost reduction objectives without compromising its technological roadmap.

1.1.2 Organization and position of the issuer in the Group

Organization

Safran is an industrial group within which each subsidiary
directly manages the operational side of its business activity
and takes responsibility for the internal control system to be
implemented in accordance with Group procedures and
internal rules.

The organizational structure is based on:
m Safran, the parent company and issuer, responsible for

Role of the issuer within the Group

Safran is listed in compartment A of the Euronext Paris
Eurolist and is eligible for deferred settlement (see Euronext
notice 2005-1865 of May 11, 2005).

As the Group’s parent company, Safran performs the
following functions for the Group companies:

®m it holds and manages shares in the Group subsidiaries;

m it steers and develops the Group, determining: Group

the Group’s strategic management, organization and strategy, including climate strategy; research and
development; technology (R&T) policy; sales policy; legal and financial
®m companies handling specific business lines, under policy; human resources policy; personnel training,
strategies determined by the parent company’s Board of retraining and skills matching by Safran University;

Directors. Executive Management of the parent company
ensures that the strategic orientations defined for each
business line are implemented and complied with at the
operational level.

Tier-one entities (shown in section 1.1.3) are responsible for
overseeing the tier-two entities with which they have
operational ties.

communications; and oversight of operations;
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m it provides: e services through Shared Services Centers (SSCs) in the
following areas: payroll administration and management,
recruitment, non-production purchases, materials purchases,
IT, and some transaction accounting (customers, suppliers
and fixed assets).

e support services on legal, taxation and financial matters,
and in particular:
- centralized cash pooling to govern the terms and
conditions of advances and investments between
Safran and each Group company,

- fore|gn. currency management policy to reduc_e Financial flows between the issuer
uncertainty factors and protect the economic .
performance of operating subsidiaries from random and GFOUp companies

foreign currency fluctuations (mainly US dollars),

- tax consolidation, in jurisdictions such as France where
Safran is liable for the entire income tax charge,

Safran receives dividends paid by its subsidiaries compliant
with applicable regulations (see section 3.3, Note 4.3).

additional income tax contributions anq_ the_ minimal It receives payment for services provided to Group companies,
tax charge due by the tax group comprising itself and and invoices them for services provided through the SSCs
its tax-consolidated subsidiaries; (see section 3.3, Note 4.1).

1.1.3 Simplified operational organization chart

Safran, the issuer, is the parent company of the Group. The simplified organization chart® as of December 31, 2020 is as follows:

SAFRAN
AEROSPACE AIRCRAFT AIRCRAFT
PROPULSION EQUIPMENT INTERIORS
DEFENSE AND AEROSYSTEMS
100% SAFRAN 100% SAFRAN 100%
AIRCRAFT ENGINES LANDING SYSTEMS SAFRAN CABIN
100% § SAFRAN TRANSMISSION 100% SAFRAN 100%
SYSTEMS ELECTRICAL & POWER SAFRAN SEATS
67.2% SAFRAN 100% SAFRAN 100% SAFRAN PASSENGER
AERO BOOSTERS NACELLES SOLUTIONS
100%™ SAFRAN 100% SAFRAN
CERAMICS AEROSYSTEMS
0 0 SAFRAN
100% SAFRAN HELICOPTER 100% ELECTRONICS
1 & DEFENSE
|50%@)
ffffff ARIANEGROUP

(1) Less a golden share held by the French State.
(2) 50-50 joint venture with Airbus.

The list of consolidated companies is presented in section 3.1, Note 37.

(1) Tier-one entities.
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1.1.4 Main Group companies by business sector

Safran today covers three main markets: Aerospace
Propulsion, Aircraft Equipment and Aircraft Interiors.

Aerospace Propulsion

Safran Aircraft Engines

Engines for civil and military aircraft, maintenance, repair and
overhaul (MRO), and support and related services. Electric
propulsion and propulsion systems for satellites and orbital
vehicles.

Safran Transmission Systems

Mechanical power transmission systems for civil and military
airplane and helicopter engines. Capabilities covering the
entire product cycle, from design and production to
maintenance, repair and overhaul (MRO). Mechanical
components for airplane and helicopter propulsion systems.

Safran Aero Boosters

Low-pressure compressors and lubrication equipment for
aircraft engines. Test cells and equipment for engine testing.
Regulation valves for space engines.

Safran Ceramics

Safran center of excellence in high-temperature composite
materials from research groundwork through to production.
Development of ceramic technologies for Group products.

Safran Helicopter Engines

Engines for aircraft (chiefly civil, semi-public and military
helicopters), auxiliary power units (APUs), starting systems
for civil and military aircraft, and propulsion systems for
missiles, target drones and unmanned aerial vehicles (UAVSs).
Maintenance, repair and overhaul (MRO), and support and
related services.

ArianeGroup

Joint venture with Airbus: design, development and production
of space launchers and civil and military space applications for
institutional, commercial and industrial customers.

Aircraft Equipment, Defense
and Aerosystems

Safran Landing Systems

Aircraft landing and braking systems. Control and
monitoring systems. Capabilities covering the entire product
cycle, from design and production to maintenance, repair
and overhaul (MRO).

Safran Electrical & Power

Electrical power systems for the aerospace market, covering
all onboard electrical functions (power generation, distribution
and conversion, wiring, components, load management).
Engineering solutions.

Safran Nacelles

Aircraft nacelles for all civil aviation market segments, from
regional and business jets through to the largest airliners.
Capabilities covering the entire product cycle, from design
and production to maintenance, repair and overhaul (MRO).

Safran Aerosystems

Systems for aircraft and helicopters: safety, evacuation and
flotation systems, oxygen systems, emergency arresting
systems for military aircraft, fuel management systems, and
fluid management systems. Capabilities covering the entire
product cycle, from design and production to maintenance,
repair and overhaul (MRO).

Safran Electronics & Defense

Equipment and systems for observation, decision-making and
guidance for civil and defense markets: optronics, avionics,
navigation, electronics, electromechanics, critical software
and drones. Customer support for all land, sea, air and space
applications.

Aircraft Interiors

Safran Cabin

Cabin interiors for regional, medium-haul, long-haul, business
and military aircraft. Integrated cabins, overhead bins, galleys,
onboard service equipment, lavatories, crew rest areas and
freight containers. Capabilities covering the entire product
cycle, from design and production to maintenance, repair
and overhaul (MRO).

Safran Seats

Passenger seats for economy, premium economy, business
and first class, technical seats for flight-deck and cabin crew,
helicopter seats. Capabilities covering the entire product
cycle, from design and production to maintenance, repair
and overhaul (MRO).

Safran Passenger Solutions

In-flight entertainment systems, environment control and
ventilation systems, water and waste management systems,
lighting and cabin electronics management systems, and
engineering services for cabin interior refits for commercial
and private aircraft. Capabilities covering the entire product
cycle, from design and production to maintenance, repair
and overhaul (MRO).
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1.2 GROUP BUSINESSES

The global aerospace sector was impacted by the Covid-19 pandemic in 2020. Most of the Group’s businesses outlined in the
following sections were affected: section 1.2.1, “Aerospace Propulsion”, section 1.2.2, “Aircraft Equipment, Defense and Aerosystems”,
and section 1.2.3, “Aircraft Interiors”.

Throughout the period, Safran ran adaptation plans to adjust to shifts in customer demands.

1.2.1 Aerospace Propulsion

Safran  designs, develops, produces and markets, At the end of 2020, a total of 24,204 Safran employees were
independently or collaboratively, propulsion and mechanical contributing to the development of this business, which
power transmission systems for commercial aircraft, military comprises four main sectors:

transport, training and combat aircraft, civil and military
helicopters, satellites and drones. This segment also includes
maintenance, repair and overhaul (MRO) activities and the
sale of spare parts.

m AIRCRAFT ENGINES AND SATELLITE PROPULSION SYSTEMS

e Civil aircraft engines
- Business jets
- Regional jets
- Short- to medium-haul aircraft
- Long-haul aircraft
e Military aircraft engines
- Fighters
- Training and support aircraft
- Patrol, tanker and transport aircraft
e Space vehicle propulsion systems
- Satellites

m HELICOPTER TURBINES AND AUXILIARY POWER UNITS
e Turbine engines for helicopters
- Light helicopters
- Medium-weight helicopters
- Heavy-lift helicopters
e Auxiliary power units

m MECHANICAL POWER TRANSMISSION SYSTEMS

e Civil aircraft
e Military aircraft
e Helicopters

m LAUNCH VEHICLES - ARIANEGROUP

e Civil space industry
e Military industry
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1.2.1.1  Aircraft engines and satellite

propulsion systems

Civil aircraft engines

Key characteristics of the business sector

The civil aviation sector comprises four main segments:

® business jets powered with engines each delivering from
under 1,000 to 115,000 pounds of thrust;

® regional jets (36 to 100 seats) powered by engines each
delivering between 8,000 and 18,000 pounds of thrust;

® short- and medium-haul aircraft (100 to more than
200 seats) powered by engines each delivering between
18,500 and 50,000 pounds of thrust;

® high-capacity long-haul aircraft (more than 200 seats)
powered by engines each delivering over 50,000 pounds
of thrust.

At the end of 2020, there were around 21,700 business jets in
service worldwide, plus some 500 in storage®. To meet
expected demand in this market, some 6,600 aircraft of this
type will be delivered over the next 10 years®.

M ECONOMIC LIFE CYCLE OF AN AIRCRAFT ENGINE PROGRAM®

Entry into service
and first deliveries

PRESENTATION OF THE GROUP |

Group businesses

There were around 19,900 commercial aircraft (turboprops,
regional jets, and short-, medium- and long-haul aircraft) in
service at the end of 2020%. Furthermore, there were also
around 8,600 aircraft in storage, including around 6,200 due
to the Covid-19 pandemic®. Some 34,500 commercial aircraft
will be manufactured over the next 20 years®, in response to
the expected increase in this market over this period, and the
need to replace aircraft that will be scrapped or dismantled.

In response to airframers’ requirements for specific engines for

each of these business sectors, engine manufacturers invest in

civil engine programs comprising two types of activity:

® original equipment, involving the sale of engines installed
on new aircraft;

m aftermarket, comprising the sale of spare parts and service
contracts entered into on a case-by-case or long-term
basis with operators and approved maintenance centers.

Aftersales, spare parts
and services, including
long-term contracts

Development
and testing

These programs may span more than 40 years and have
several phases. A significant portion of revenue generated by
these programs comes from aftersales services.

Addressing operators’ expectations in this market, there is a
growing tendency to offer long-term rate-per-flight-hour
service contracts. This improves visibility for customers and
offers engine manufacturers a better guarantee of revenues
and a smoother cash profile throughout the engine life cycle.

There are four major engine manufacturers in the sector that
can act as prime contractors: General Electric (GE) (United
States), Rolls-Royce (United Kingdom), Pratt & Whitney
(United States) and Safran.

In the industry, the US dollar is used almost exclusively as the
transaction currency.

(D Source: Safran.
(2) For illustrative purposes only.

Serial production
(installed base)

40 years+

Alliances and partnerships

Because of the very substantial investment involved in new
engine programs, Safran often works in partnership with other
engine manufacturers.

Partnerships may take the form of joint ventures, such as on
engines for short- to medium-haul aircraft.

They can also be based on contractual risk-and-revenue-sharing
agreements, under which Safran receives a share of revenue for
the final delivered product, corresponding to its share in the
program. For example, this kind of arrangement applies on high-
thrust engine programs such as CF6, GE9QO, GEnx, GP7200 and
GE9X.
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Group products and programs

The Group’s operations in the civil aircraft engines segment mainly involve Safran Aircraft Engines and Safran Aero Boosters.

Low-thrust engines for civil aircraft
This engine family powers regional jets and business jets.

In particular, Safran is the prime contractor for the SaMl146
program, in partnership with the Russian engine
manufacturer, UEC Saturn. The SaM146 is the sole engine for
the Superjet 100, the 70- to 95-seater aircraft made by the
Russian manufacturer Irkut Corporation (United Aircraft
Corporation).

Mid-thrust engines for civil aircraft

The Group also operates in this engine range through the
participation of Safran Aero Boosters in the following GE
programs:

m CF34-10 (Embraer 190 and COMAC ARJ21 regional jets);

m Passport (Bombardier Global 7500 business jet).

m NUMBER OF PRODUCTION-STANDARD CFM56 AND LEAP ENGINES MANUFACTURED™

2,500

2,000

1,500

1,000

500

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

I CFM56

In 2020, the CFM56 and LEAP engine programs (including
spare parts, maintenance and repair sales) generated 50% of
Safran’s Aerospace Propulsion revenue. These engines are
developed under equitable joint cooperation agreements by
CFM International, a 50-50 joint venture between Safran
and GE.

2012 2013 2014 2015 2016 2017 2018 2019 2020

| LEAP

The success of this program with airline companies has led to
a steady rise in the fleet of CFM56 engines delivered over the
past 40 years. This engine currently represents the world’s
largest engine fleet; more than 33,600 CFM56 units have
been delivered and more than 31,850 are in operation®.

(1) Source: Safran. Engines in operation equals engines delivered less engines dismantled or scrapped.
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For the Airbus A320ceo (current engine option), the CFM56
holds a total market share of 59%®. Competition to power the
Airbus range comes from the V2500 engine made by the IAE
consortium (Pratt & Whitney, MTU Aero Engines in Germany
and Japanese Aero Engines Corp in Japan).

The current generation of the Boeing 737NG, like the previous
version (Classic), is powered solely by CFM56 engines.

The CFM56/LEAP transition is under way. The LEAP engine
achieves a 15% reduction in fuel consumption and
CO, emissions compared with the latest generation of
CFM56 engines. The new engine will also significantly reduce
nitrogen oxide emissions and noise levels, with no
compromise on the reliability or competitive cost of
ownership of CFM56.

The LEAP engine has so far been selected for use on three
aircraft:

m the LEAP-1A version is one of the two engine options for
the new Airbus A320neo, the other being the PurePower
PW1000G developed by Pratt & Whitney;

m the LEAP-1B version is the sole source for the Boeing 737MAX;

m the LEAP-IC version is the sole Western source for the
propulsion system (engine plus nacelle) on China-based
COMAC’s C919 aircraft.

At the end of 2020, orders for the hugely innovative LEAP
engine topped 9,600 wunits. This success confirms
CFM International as leader in the market for 100+ seater
aircraft. This sales success builds on the successful
performance of the LEAP-1A engine in 2016 and the LEAP-1B
in 2017. A total of 815 LEAP engines were delivered in 2020.
Six COMAC C919 aircraft powered by LEAP-IC engines
continued their test-flight programs during the year.

High-thrust engines for civil aircraft

The Group operates in this engine range as a risk-and-
revenue-sharing partner of GE. Participation rates vary
between 7% and 24% across several engine programs in serial
production, including the CF6 powering the A330 (19.4%)
and the Boeing 767 (10%), and the GE90 powering the
Boeing 777 (23.7% for the 115 version currently in production).
Safran is a partner on the GEnx engine program: 7.7% for the
1B version powering the Boeing 787 Dreamliner long-haul
aircraft and 7.3% for the 2B version powering the Boeing
747-8. Safran also partners with GE, at 11.2%, on the program
for the forthcoming GE9X engine, the sole source for Boeing’s
new 777X long-haul aircraft, which will come into service in
2023. Lastly, as part of its cooperative arrangements with the
Engine Alliance consortium partners (GE and Pratt & Whitney),
Safran has a 17.5% stake in the GP7200 engine that powers
the A380.

Spare parts and services for civil aircraft engines

Aftersales operations primarily involve the sale of spare parts
and the provision of maintenance, repair and overhaul (MRO)
services. The growth potential of these services businesses,
directly determined by the size and lifespan of the aircraft fleets
in service, is not threatened by the Covid-19 pandemic crisis.

(1) Source: Safran.
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Each CFM56 engine is removed for inspection and servicing
in a maintenance workshop three to five times during its
service life. For several years, the Group has also been
developing long-term service contracts with airline
companies and the main maintenance workshops to assert its
position on this highly competitive market. Sales of spare
parts for the fleet of CFM56 engines in service will thus
continue to increase even after serial production of this
engine has been discontinued.

New-generation LEAP engines may be sold with contracts
covering the provision of spare parts and/or services, which
contribute to generating long-term revenue. Safran also
draws revenue from sales of spare parts.

On other civil aircraft engine programs, including those for

high-thrust engines in which Safran holds a minority stake
alongside GE or Engine Alliance, the Group also benefits from
revenue from spare parts and service contracts sales.

Military aircraft engines

Key characteristics of the business sector

The military aviation sector comprises three main segments:
m fighters and combat drones;

® training and support aircraft;

® patrol, tanker and transport aircraft.

The military aircraft engine and related services market is
dependent on the budgets of customer air forces. The
military market is also influenced by national independence
and diplomatic considerations.

The nature and performance of engines vary considerably
depending on the segment: jet engines with a high
thrust-to-weight ratio for fighters, and jet engines or
turboprops closer to those found in civil aircraft for training
and patrol aircraft.

As in the civil aviation sector, military aircraft engine
programs break down into three stages. The first phase is the
engine development and qualification phase. It is followed by
the production phase, which involves equipping the newly
manufactured aircraft. The third phase is the longest and
involves the aftermarket, which comprises the sale of spare
parts, maintenance and repair activities, plus other customer
services through to the end of the engine service life.

Alliances and partnerships between engine manufacturers
can be formed to bring together the best technological and
commercial assets, share the risks involved in development,
and meet the needs of international programs.

Most civil engine manufacturers also address the military
aircraft market, which makes for technical and industrial
synergies across the two activities.
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The main Western players on the fighter engines market are
Pratt & Whitney, GE, Rolls-Royce (United Kingdom) and
Safran. The main European players are Safran (with the Atar
engine powering the Mirage Ill, 5 and F1 family, the M53
powering the Mirage 2000 and the M88 powering the Rafale),
Rolls-Royce (whose Pegasus engine powers the Harrier), and
the European Turbo-Union consortium® (for the RB199
engine powering the Tornado fighter). The European Eurojet
consortium® develops the EJ200 engine that powers the
Eurofighter Typhoon.

The choice of engines in the training and support aircraft
sector in the West extends mainly to those made by Safran
(the Adour, in cooperation with Rolls-Royce and the Larzac
in partnership with MTU and Rolls-Royce Deutschland),
Pratt & Whitney (PW500 and PW300) and Honeywell
(United States) (TFE731 and F124 engine families).

In the engine segment for military tanker, transport and
patrol aircraft, the fleet is primarily made up of the T56 and
AE2100 turboprops developed by Rolls-Royce North
America. Safran is involved in the program for the TP400
engine powering the A400M European military transport
aircraft, with a 32.2% stake in the Europrop International
GmbH (EPI) consortium, which also includes Rolls-Royce,
Industria de Turbo Propulsores (ITP) and MTU Aero Engines.
The Tyne engine, developed by Rolls-Royce, is made under
license by Tyne Consortium (Safran 52%, MTU Aero Engines
28% and Rolls-Royce 20%).

Group products and programs

Safran addresses the military aircraft engine segment through
Safran Aircraft Engines, Safran Helicopter Engines, Safran
Aero Boosters and Safran Electronics & Defense.

Fighter engines

Historically tied to Dassault Aviation, Safran’s operations in
this segment mainly involve the following programs:

m the M88 engine (7.5 metric tons of thrust), which powers
the Rafale. At the end of the year, there were more than
500 of these engines in service with four customers;

m the M53 engine (9.5 metric tons of thrust), which powers
the Mirage 2000. There are 568 of these engines in service
with eight customers;

m the Atar engine (4.5 to 7.1 metric tons of thrust), which
powers the Super-Etendard jets and the Mirage IlI, 5 and F1
family, still in service with several air forces across the
world. Since 2017, Mirage F1 aircraft powered by this
engine have been selected as adversary planes® provided
by private companies for training US Air Force pilots.

Safran Aircraft Engines and its partners MTU Aero Engines
and ITP Aero are working on propulsion for the New
Generation Fighter for the Future Combat Air System
launched by the French, German and Spanish governments in
2017. This new-generation twin-engine aircraft, developed by
Dassault Aviation and Airbus, will be coming into service
with the air forces of these three countries around 2040,
phasing out the Rafale and the Eurofighter.

Training and support aircraft engines

Activity in this segment is based on the following programs:

m the Adour engine, which delivers thrust of 3.7 metric tons
(with afterburner) or 2.9 metric tons (without afterburner).
Made in cooperation with Rolls-Royce, it powers support
and attack aircraft such as the Jaguar aircraft produced by
Dassault Aviation and BAE Systems, as well as training
aircraft such as the Hawk produced by BAE Systems and
the Goshawk T-45A produced by Boeing. There are
currently some 1,100 Adour engines in service;

m the Larzac engine (1.4 metric tons of thrust), which powers
Dassault Aviation’s AlphaJet training aircraft. More than
500 of these planes have been sold over the last 50 years,
and 250 of these are still in service, in ten countries. This
engine program also benefits from use of the AlphaJet as
adversary plane with several air forces.

Patrol, tanker and transport aircraft engines

Activity in this segment is based on the following programs:
m the CFM56 engine powering military versions of the
Boeing 707 (CFM56-2), the KC135 tanker aircraft and the

Boeing 737 (CFM56-7), the C-40 transport aircraft, the P-8
Poseidon MMA (Multimission Maritime Aircraft), and the
AEWA&C (Airborne Early Warning & Control) aircraft;

m the 4,550 kW Tyne engine that powers C-160 Transall
transport aircraft and Atlantique 2 maritime patrol aircraft
(program generating revenue solely through spare parts
and repairs today);

m the TP400 turboprop engine, the world’s most powerful
unit currently in production (8,203 kW, i.e., 11,000 hp),
powering the Airbus A400M European military transport
aircraft, with 453 engines in service.

Spare parts and services for military aircraft engines

Aftermarket operations for military aircraft involve sales in
three categories: new spare parts, maintenance and repair for
engines and parts, and user support services. These activities
are directly linked to the aircraft availability needs of
governments using military aircraft. Two programs account
for the bulk of these military aircraft service operations today:
Mirage 2000 (M53 engine) and Rafale (M88 engine). The
Group also continues to provide services for older aircraft
fleets, to meet the needs expressed by customers.

Because of the extreme operating conditions involved,
military aircraft engines are usually serviced before they
reach 1,000 hours in flight. One of Safran’s constant
development objectives is to lengthen the interval between
servicing visits. In 2012, the Group introduced a new variant
of the engine that powers the Rafale, the M88 Pack CGP (for
“total cost of ownership”), helping to maintain the aircraft in
optimal operating condition. Hot parts and rotating parts
have a longer service life, lengthening inspection intervals for
the main engine modules and considerably reducing the M88
cost of ownership. Safran offers customers contracts ranging
from the simple sale of spare parts through to comprehensive
services on operational fleet upkeep.

(1) The Turbo-Union consortium comprises Rolls-Royce, MTU Aero Engines (Germany,) and Avio (Italy).
(2) The Eurojet consortium comprises Rolls-Royce, MTU Aero Engines, Avio and Industria de Turbo Propulsores (ITP) (Spain).

(3) Planes acting as an opposing force in military wargames.
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Space vehicle propulsion systems

Key characteristics of the business sector

This business sector covers satellite engines.

Plasma propulsion is the preferred solution for satellite orbit
raising and attitude and orbit control. This technology, also
referred to as Hall-effect or stationary plasma propulsion,
has a considerable advantage over traditional chemical
propulsion systems as regards take-off mass.

Besides Safran, the main players on the commercial low-
power (200 W-1,000 W) plasma propulsion market are EDB
Fakel (Russia) and Busek (United States). Besides Safran,
the main players on the commercial high-power (> 1,000 W)
plasma propulsion market are EDB Fakel (Russia), Busek
(United States) and Aerojet Rocketdyne (United States).

Group products and programs

Safran’s operations in plasma propulsion systems for satellites
and space exploration probes involve Safran Aircraft Engines.

In an increasingly competitive market, Safran adapts its
offering to new strategies for placing satellites in orbit, and to
customer demands on costs and availability. The Group has
been developing, integrating, testing and marketing plasma
thrusters and plasma propulsion systems with power ratings
from 200 W to 20 kW for more than 30 years. They can be
found on the telecommunication platforms Eurostar 3000
EOR (Airbus Defence and Space), Alphabus (Thales Alenia
Space and Airbus Defence and Space) and Electra (OHB -
Orbitale Hochtechnologie Bremen, Germany). Safran plasma
thrusters have also been selected for the Maxar Technologies
telecommunication platforms (United States), the Astranis
commercial platform (United States), the Boeing commercial
platforms, and, under the European Space Agency (ESA)
Neosat program, the Airbus Defence and Space Eurostar Neo
and the Thales Alenia Space Spacebus Neo platforms.

1.2.1.2 Helicopter turbines
and auxiliary power units

Key characteristics of the business sector

The helicopter turbine engine market is characterized by
significant diversity in applications and end-users. With the
exception of armed forces and certain specific civil applications,
current helicopter fleets are small in size.

Some 51,000 helicopters were in service worldwide at the
end of 2020®. To meet growing demand and replace
helicopters scheduled for dismantling or decommissioning, a
total of around 31,000 helicopters are expected to be
delivered over the next 20 years®.

Helicopter engine size is determined mainly by airframe
weight and mission type. Helicopters may have one, two or
sometimes three engines.

(1) Source: Safran.
(2) Shaft horsepower.
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The Group serves:

m government and semi-public applications: police, border
control, medical and emergency services;

m civil applications: offshore oil industry, transportation,
tourism and private ownership, and airborne work such as
spraying and construction;

® military applications: transportation, attack and ground
support, maritime patrol.

This diversity, coupled with the fact that engines are tightly
integrated into the helicopter airframe, gives rise to a wide
variety of engines and related versions.

The helicopter turbine engine market, like the civil aviation
market, has two components:

m sale of turbine engines to helicopter manufacturers for
installation in new airframes (original equipment);

m aftersales activities based on spare part, maintenance and
repair contracts with operators, requiring a major global
customer support network with local reach, given the large
number of users and the helicopter’s limited radius of action.

The profile of a helicopter turbine engine program s
extremely similar to that of a civil aircraft engine program as
presented earlier in this section.

The airframe/engine pairing is often unique and at the origin
of a new model. However, there is a trend toward multiple
engine sizes among some helicopter manufacturers (offering
a choice between two engines). This can also be seen where
a helicopter is adapted for a specific purpose, thereby
reintroducing competition to a given program.

There are fewer partnerships between engine manufacturers
than in the civil aviation engine sector. The main partnership
is MTRI (MTU Aero Engines, Safran Helicopter Engines,
Rolls-Royce and Industria de Turbo Propulsores [ITP]), on the
1,450-shp® MTR390-E engine powering the Tiger. The growth
of the helicopter market in emerging economies has also led
Safran to develop other types of partnerships with
consortiums of helicopter manufacturers claiming a role in
the propulsion sector. This is the case with Hindustan
Aeronautics Ltd. (HAL) in India and AVIC in China, which are
becoming both customers and partners.

The majority of major Western aircraft manufacturing groups
are also present in the helicopter turbine engine market:
Safran, GE, Pratt & Whitney Canada, Rolls-Royce and
Honeywell. Safran ranks number-one in the sector, with a
market share of 32%.

Safran has also developed a range of auxiliary power units
(APUs), based on turbine technology and featuring innovations
developed through substantial technological investment and
strategic partnerships.

(3) Percentage of new helicopters delivered in 2020 powered by Safran engines. Source: Safran.
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Group products and programs

Most of Safran’s helicopter engines are modular turbine units
adaptable to civil and military helicopters. Modularity makes
for more efficient maintenance programs. Safran helicopter
engines are designed with a large additional power potential
(up to 15%), which means they address a broad application
spectrum. Through Safran Helicopter Engines, Safran covers
all of the helicopter engine categories described below.

Auxiliary power units are non-propulsive systems that
generate energy on an aircraft for powering onboard systems.
Safran fields a range of auxiliary power units through Safran
Power Units.

Turbine engines for light helicopters

For single-engine helicopters from 2 to 3 metric tons and
twin-engine helicopters from 4 to 6 metric tons, Safran offers
three engine families: Arrius (450 to 750 shp), Arriel (590 to
more than 1,000 shp) and Arrano (1,100 to 1,300 shp).

Arrius engines and their derivatives power many civil
helicopters, from Airbus Helicopters (H120, H135), Kamov -
Russian Helicopters (Ka-226T) and Bell in the United States
(Bell 505 Jet Ranger X), along with military versions of
Leonardo’s A109 LUH (Light Utility Helicopter).

Arriel engines and their derivatives power helicopters
manufactured by Sikorsky (S-76 C++), AVIC (AC311A, AC312)
and Airbus Helicopters (H125, H130, H145, H155, AS365 N3+), as
well as military models manufactured by Airbus Helicopters
(H145M, AS565MBe, etc.). These engines have also been
selected by Korea Aerospace Industries (KAI) to power its
forthcoming LCH (Light Civil Helicopter) and LAH (Light
Armed Helicopter).

The Arrano will consume 10% to 15% less fuel than the
previous generation of engines in service today, meaning
enhanced performance (range, payload) and a smaller
environmental footprint. Airbus Helicopters selected the
Arrano as the sole source for its twin-engine H160 helicopter
(5.5 to 6 metric tons), and for its military version, the HI60M
Guépard. The HI60 helicopter obtained EASA® type
certification in 2020.

Turbine engines for medium-weight helicopters

For helicopters from 5 to 7 metric tons, Safran is present in
the military market for combat helicopters, with the MTR390
(1,250 to 1,450 shp), developed jointly with Rolls-Royce and
MTU Aero Engines, that powers the Airbus Helicopters Tiger,
and the TM333 (900 to 1,100 shp) that powers Hindustan
Aeronautics Ltd’s Dhruv. (India). A special development
contract has been signed with Spain for a more powerful
version of the MTR390 for the Tiger.

For helicopters from 5 to 8 metric tons, Safran’s Ardiden
range of engines covers power ratings from 1,400 to
2,000 shp. The Ardiden 1H1/Shakti powers the Dhruv and

(1) European Aviation Safety Agency.

I SAFRAN 2020 UNIVERSAL REGISTRATION DOCUMENT

twin-engine light combat helicopters (LCHs) from Indian
helicopter manufacturer Hindustan Aeronautics Ltd (HAL).
HAL selected the Ardiden 1U variant to power its light utility
helicopters (LUHSs).

The Ardiden 3G is designed for helicopters of up to 8 metric
tons, and has already received orders from Kamov - Russian
Helicopters for the Ka-62. The Ardiden 3C/WZ16 engine,
developed by Safran with Aero Engine Corporation of China
(AECC), will be powering the new French-Chinese AC352
helicopter, itself a product of a joint project between Airbus
Helicopters and Chinese airframer HAIG, an AVIC subsidiary.

Turbine engines for heavy-lift helicopters

In the heavy-lift helicopters market, Makila turbine engines
from 1,800 to 2,100 shp are used on helicopters including the
H225/225M in the Airbus Helicopters Super Puma family.

The RTM322 turbine engine, which develops 2,100 to 2,600 shp,
powers the NHIndustries NH9O helicopter and the Leonardo
AW101 Merlin helicopter and Apache UK fighter helicopter.

The new range of high-power Aneto engines features
advanced technologies developed under the Group’s
research work. This engine range, to include models with
power ratings from 2,500 to more than 3,000 shp, has the
advantage of offering 25% more power than existing units.
The first 2,500-shp model, named Aneto-1K, was selected by
Leonardo to power its twin-engine AW189K. The Aneto-1K
engine obtained EASA certification in 2019 and the AW189K
helicopter in 2020. Entry into service is set for 2021.

Spare parts and services for helicopter turbine engines

Following the example of its civil aviation activities, Safran
has developed an international structure able to provide
customers with local access to technical and sales support for
their turbine engines, along with spare parts and services.
Local coverage is provided through a worldwide network
of repair centers (performing thorough maintenance) and
service centers.

Auxiliary power units

The auxiliary power units developed by Safran meet the
demanding requirements of the world’s leading aircraft and
helicopter manufacturers. Safran supplies a large fleet of civil
and military aircraft and helicopters, including Alenia
Aermacchi’s M-346, Dassault Aviation’s Rafale, BAE Systems’
Hawk, NHIndustries’ NH9O, Airbus Helicopters’ H225M and
Leonardo’s AW189. Bombardier’s Global 7500 business jets
are also fitted with Safran auxiliary power units.

Through its R&T work on fuel cells, Safran Power Units also
contributes to the development of more electric auxiliary
power units.

Lastly, Safran provides aftersales support for these high-
technology systems.



1.2.1.3 Mechanical power transmission
systems

Key characteristics of the business sector

The main applications covered by the power transmission
systems market are: accessory drive trains (ADT), which
supply the mechanical energy needed for engine and aircraft
equipment; propeller gearboxes (PGB) and reduction
gearboxes (RGB), which transfer power to the turboprop
propellers or the high-bypass-ratio turbofan; and main
transmission gearboxes (MGB), which transfer power to the
helicopter blades. The main participants in this market are the
engine and helicopter manufacturers themselves, along with
aerospace equipment suppliers such as Collins Aerospace
(United States), GE Avio (ltaly), Triumph (United States)
and KHI (Japan).

Group products and programs

Safran’s operations in the mechanical power transmission
sector involve Safran Transmission Systems and the Aero
Gearbox International (AGI) joint venture.

Safran designs, manufactures, markets and provides
maintenance services for a wide range of mechanical power
transmission systems for civil and military aircraft engines
and helicopters. Recognized technical expertise in this field is
harnessed to develop applications for the world’s leading
airframers.

Aero Gearbox International, a 50-50 joint venture formed by
Safran and Rolls-Royce in 2015, specializes in the design,
development, production and in-service support of power
transmission systems for Rolls-Royce aircraft engines. It has
exclusive coverage of the civil aircraft applications of the UK-
based engine manufacturer (business jets, and single-aisle
and twin-aisle aircraft). The first three accessory drive trains
developed and manufactured by Aero Gearbox International
were for the Trent 7000, Pearl 15 and Pearl 700 engines
powering the Airbus A330neo, Bombardier Global Express
5500/6500 and Gulfstream G700 aircraft respectively.

1.2.1.4 Launch vehicles

Key characteristics of the business sector

This business sector comprises three main segments:

m the civil space industry, with launch vehicles for placing
satellites in orbit;

m the military industry, with ballistic and tactical missiles;

m products, equipment and services: a largely commercial
segment covering institutional customers, the main
satellite manufacturers and gas generators for vehicle
airbag systems.

In the first two segments, development and engineering
programs tend to follow long cycles under finance by
institutional budgets, such as ESA for civil space activities in
Europe or national defense budgets for strategic operations.
Tactical missile development is also financed by customer
governments.

In the civil space industry, competition is quite intense. The
main competitors of Arianespace (a subsidiary of ArianeGroup,
itself a 50-50 joint venture with Airbus) in the market for
commercial launch services are the US company Space X, with
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its Falcon 9 launch vehicle and new Falcon Heavy version, and,
to a lesser extent, the Russian Proton launch vehicle marketed
by International Launch Services (ILS). Competition will be
intensifying in the medium-term, with a number of new launch
vehicles currently under development. This highlights the
relevance of the forthcoming Ariane 6 launch vehicle, set to be
introduced in 2022. These projects are run by other players,
in the United States (New Glenn from Blue Origin, Vulcan from
United Launch Alliance), Russia (Angara A5), India (GSLV Mk IlI),
China (Long March 5) and Japan (H3).

The military launch vehicle segment covers ballistic and
tactical missiles:

m ballistic missiles are an essential component of national
nuclear deterrent forces for countries possessing this
capability. In Western Europe, France is the only country
to develop its own ballistic missiles powered by solid-
propellant engines. The main players in the ballistic missile
segment are ArianeGroup in Europe and Lockheed Martin
and Boeing in the United States;

m tactical missiles appear in all battlefield situations. They
use various types of propulsion systems (solid propellant,
turbojet and ramijet). Safran primarily covers the solid-
propellant propulsion sector, through its stake in Roxel
(50-50 joint venture with MBDA), and the turbojet
propulsion sector, through Safran Power Units. Other main
players in the sector of solid-propellant engines for tactical
missiles are Nammo (Norway), Bayern Chemie (Germany),
Avio (Italy), Aerojet Rocketdyne (United States), Northrop
Grumman (United States), Rocketsan (Turkey) and Denel
(South Africa).

The third segment comprises products, equipment and
services for civil and military launch vehicles, satellites, space
surveillance, production of critical infrastructures (satellite
integration centers, remediation units, etc.), gas generators
for vehicle airbag systems, and production of parts for the
aerospace industry.

Group products and programs

Safran covers the civil and military launch vehicle sector
through ArianeGroup, its joint venture with Airbus.
ArianeGroup is the product of the joint ambition of Safran
and Airbus to drive the European space industry to unrivaled
heights, in a context of mounting international competition.
It merges both partners’ businesses and expertise in civil
and military launch vehicles into a single, coherent entity.

Safran covers the sector of propulsion systems for tactical
missiles and targets through Roxel and Safran Power Units.

Civil space industry

ArianeGroup is prime contractor for the Ariane 5 launch
vehicles developed by ESA, which involves coordinating an
industrial network of more than 600 companies in 12 European
countries. It manages the whole of the industrial chain, which
covers plant and equipment, engine manufacture, then
integration of the individual stages and the launch vehicle as a
whole in French Guiana. ArianeGroup is also prime contractor
on the program for the forthcoming Ariane 6 launch vehicles,
the first flight of which is expected in 2022. It contributes to
the solid propulsion component of the Vega program, and to
prime contractorship for the Russian Soyuz launch vehicle in
French Guiana. Its Arianespace subsidiary, a front-line world
player, takes charge of marketing and operation of these
launch vehicles from the Guiana Space Center.
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Ballistic missiles

In the military market, ArianeGroup is industrial prime
contractor on the missiles program for France’s fourth-
generation ocean-going strategic nuclear force (M51). Neither
ArianeGroup nor Safran is responsible for the provision of
nuclear heads for these ballistic missiles.

Following the M51.1 version, which came into operation in
2010, and M51.2 in 2016, work on the new M51.3 version,
currently at the critical development review stage, is running
to schedule, ensuring the M51 missile adapts to the
geopolitical context of the coming years.

ArianeGroup also develops technologies for forthcoming
high-performance propulsion systems (modular propulsion,
DACS®, etc.) under national and international R&T contracts.

ArianeGroup is also a key player in hypersonic weapons (at
speeds above Mach 5). The V-Max (for Véhicule Manceuvrant
eXpérimental) hypersonic glider demonstrator that it is
developing for the French Armed Forces is scheduled to
make its first flight 2021.

Tactical missile propulsion

Safran covers the sector of solid-propellant engines for
tactical missiles through Roxel, which develops and
manufactures a large range of solid-propellant engines for
tactical missiles of international renown (Milan, Mistral
MdCN® MICA®, AASM™®, Exocet, Aster, Meteor, etc.). Neither
ArianeGroup nor Safran is responsible for the provision of
explosive charges for these tactical missiles.

Through Safran Power Units, the Group is a leading global
player® in jet engines for military applications (missiles and
targets). Safran makes engines for missiles including the
SCALP and RBS-15, and for the US targets MQM-107 for the
US Air Force.

(1) Divert and Attitude Control System.
(2) Missile de croisiere naval (naval cruise missile).

Products, equipment and services

ArianeGroup currently sells products, equipment and services
in more than 50 countries, and is the supplier to the main
satellite manufacturers, for products including propulsion
systems, antenna reflectors and central tubes.

Through its worldwide GEOTracker network, ArianeGroup also
meets the needs expressed by civil and military customers
for services involving the detection and surveillance of
space objects.

Through its Pyroalliance subsidiary, ArianeGroup provides
pyrotechnic equipment on a broad range of missiles and
launch vehicles (Ariane and Vega).

Through its Compagnie Industrielle des Lasers (CILAS)
subsidiary, ArianeGroup develops, engineers and manufactures
systems coupling laser and precision optics technologies in
high-tech military and civil applications.

ArianeGroup’s Sodern subsidiary fields cutting-edge
expertise in space instrumentation, optics and neutronics for
civil and military applications.

ArianeGroup’s Nuclétudes subsidiary provides prime expertise
in tests and engineering on ruggedization, for the protection of
electronic systems and mechanical structures in harsh
radiative and electromagnetic environments.

Joint work by ArianeGroup and Engie is going ahead on
technological solutions addressing the particular challenges
of liquid hydrogen storage, for use in heavy and long distance
transportation applications (air, rail and sea).

(3) Missile d’'interception, de combat et d’autodéfense (interception, combat and self-defense missile).

(4) Armement air-sol modulaire (modular air-to-ground weapon).

(5) Source: Safran.
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1.2.2 Aircraft Equipment, Defense and Aerosystems

Safran’s Aircraft Equipment, Defense and Aerosystems business operates in five main sectors:

m LANDING AND BRAKING SYSTEMS

e Landing gear
e Wheels and brakes
e Landing and braking control systems

e Services for landing gear, wheels and brakes and related systems

m ENGINE SYSTEMS AND EQUIPMENT

e Nacelles and thrust reversers
e Services for nacelles and thrust reversers

m ELECTRICAL SYSTEMS AND ENGINEERING

e Electricity generation and distribution
e Electrical interconnection systems (wiring)
e Engineering

m AEROSYSTEMS

e Safety and protection systems
e Integrated fluid management and control systems

m ELECTRONICS AND DEFENSE

e Avionic equipment

e Defense equipment

e Data systems

e High-performance optics

Safran holds front-line positions in all these fields. At the end of 2020, a total of 38,471 Safran employees were contributing to the

development of this business.

1.2.2.1 Landing and braking systems

Safran is a preferred partner of airframers, holding
technological expertise across a large number of sectors and
capable of offering a comprehensive range of products and
services. Safran is notably the sole comprehensive “ATA 32”
supplier (landing gear + brakes + systems).

This business comprises three main product lines: landing gear,
wheels and brakes, and landing and braking systems. Safran
has combined these operations within Safran Landing Systems.

Landing gear

Key characteristics of the business sector

The market for commercial aircraft landing gear is shared by
Safran, Collins Aerospace, Liebherr (Germany), Héroux-Devtek
(Canada) and a handful of niche players positioned in specific
market segments (business jets, helicopters, drones, etc.).
Technology requirements are high, as landing gear must bear
extreme loads during maneuvers on the ground: it must be
light, compact and robust, while being fully adapted to and
optimized for the aircraft’s profile. The business model includes
a long development period - which starts with the initial
aircraft development phase - limited production volumes and
regular service flows. Technological challenges include the use
of new materials to improve the resistance and mass of parts,

(1) Source: Safran.

new, more eco-friendly production processes (including the
elimination of chrome) and enhanced acoustics.

Group products and programs

Safran addresses the landing gear segment through Safran
Landing Systems, which holds more than half the market® for
landing gear for commercial aircraft carrying more than 100
passengers.

Safran designs, manufactures and provides aftersales services
for landing gear for civil and military planes and helicopters
of all sizes. It also handles integrated systems if requested by
the customer, and provides the technical assistance, spare
parts and repair services needed for its equipment.

Safran is worldwide leader® for landing gear structural units,
having equipped a fleet of some 27,000 aircraft. The Group
supplies the world’s major airframers (including Airbus,
Boeing, Bombardier and Dassault Aviation) and military and
civil operators. Among the main commercial aircraft
programs are the main Airbus platforms (A300, A310,
A320ceo, A320neo, A330, A330neo, A340, A350 and A380)
and the Boeing 787 Dreamliner.

Safran also has a strong presence in military applications,
where it equips the A400M, Rafale, Eurofighter Typhoon, F18
and V22 planes and helicopters from Airbus Helicopters, as
well as in the business and regional jets (ATR, Bombardier,
Dassault Aviation and Irkut Corporation) markets.
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Wheels and brakes

Key characteristics of the business sector

The present-day wheels and brakes market for commercial
aircraft with 100 or more seats splits into two segments:
aircraft with steel brakes (first-generation brakes), which in
2020 accounted for some 20%® of commercial aircraft of 100
or more seats, and aircraft with carbon brakes, invented by
Safran, which accounted for around 80%®. The market for
carbon brakes has developed rapidly since the 1980s, with
the gradual shift from steel to carbon brakes. The wheels and
brakes market is currently shared among four major global
participants: Safran, Collins Aerospace, Honeywell and
Meggitt (United Kingdom).

Group products and programs

Safran designs and manufactures wheels and carbon brakes
for aircraft, and provides related aftersales services. It also
provides electronic and electrohydraulic systems for aircraft
braking, tire/brake/landing gear monitoring and landing gear
steering systems.

Safran is a leading player in wheels and brakes, particularly
for civil applications (on the A320ceo, A320neo, A330,
A330neo, A340, A350, Boeing 737 NG, Boeing 737 MAX,
Boeing 767, Boeing 777 and Boeing 787) and the military
sector (on the A400M, Rafale, KC135 refueler and C-17 and
KC-390 transport aircraft).

With more than 10,400 aircraft fitted with Safran wheels and
carbon brakes, the Group holds more than half of the
market® for civil aircraft with over 100 seats and fitted with
carbon brakes. Prospective revenue is substantial here, since
it correlates directly with the size and lifespan of the fleet in
service (specifically, the number of landings made by aircraft
fitted with these systems).

Landing and braking control systems

Key characteristics of the business sector

This market includes braking systems, orientation systems,
landing gear and door extension/retraction systems, and
monitoring systems. The main participants are Safran, Collins
Aerospace, Crane Aerospace & Electronics (United States),
Meggit and Liebherr.

Group products and programs

Safran addresses the landing and braking control systems
segment primarily through Safran Landing Systems, with
customers including: Airbus, for all its civil aircraft programs
and the A400M military program; Airbus Helicopters for
Dauphin and Tigre; Boeing for its 747-8, 787 and RC-135;
Embraer for its KC-390 military program; Gulfstream for its
G650 program; and Dassault Aviation for its Falcon (7X,
2000 and 900), Mirage and Rafale programs.

(1) Source: Safran.
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In the landing and braking electronic control systems segment,
Safran’s position is buoyed by its technological advance in
electric braking and hydraulics, and its ability to propose to
customers a comprehensive offering encompassing landing
gear, wheels and brakes, and associated control systems.

Services for landing gear, wheels and brakes
and related systems

Safran provides maintenance services for its own products
and for competitor products on commercial aircraft with
more than 100 seats, and, alone or in partnership, for regional
jets and business jets.

To provide maintenance services for landing gear and landing
and braking systems, Safran has developed international
repair centers in Mexico, the United Kingdom, France,
Singapore, the United States and China. Some of these repair
centers are managed as joint ventures with partners such as
Singapore Airlines Engineering Company, China Eastern
Airlines and Dassault Falcon Jet.

1.2.2.2 Engine systems and equipment

Nacelles and thrust reversers

Key characteristics of the business sector

The nacelle is a complex piece of equipment that optimizes
internal and external engine airflows, helps reduce noise and
incorporates safety components. It usually comprises an air
inlet, a fairing, a thrust reverser and a nozzle. The thrust
reverser, which reverses the engine’s thrust to help brake the
aircraft, represents more than half the value of the nacelle.

Today’s market for aircraft engine nacelles splits into two
main segments, addressed by:

B nacelle component manufacturers;

® nacelle integrators such as Safran, capable of supplying
engine manufacturers and airframers with complete
nacelles. Nacelle research requires specific technical
expertise in areas such as achieving acoustic, aerodynamic,
thermal and mechanical performance through the intensive
use of composite material and titanium technologies.
Specifications vary with engine power and location (under
the wings for airliners and regional jets, or at the rear of the
fuselage for business jets).

Safran’s main competitor on the integrated nacelles market is
Collins Aerospace.

Group products and programs

As a nacelle integrator, Safran designs, manufactures and
provides aftersales support for aircraft engine nacelles
through Safran Nacelles. On this market, the Group ranks
second worldwide, with a market share of 25%®.



In the segment of nacelles for commercial aircraft with more
than 100 seats, Safran enjoys a long-standing position as a
manufacturer of complete nacelle systems and large thrust
reversers for the Airbus A320ceo, A320neo, A330, A330neo
and A380 platforms. Boeing selected Safran to supply
titanium exhaust systems for the 777X. Safran also supplies
nacelles for regional jets (Irkut Corporation Superjet 100,
Embraer 170) and is a leading supplier of nacelles for top-end
business jets (Gulfstream in the United States, Bombardier,
Dassault Aviation, Cessna in the United States and Embraer),
with a market share of more than 30%®.

In particular, Safran has developed® the COMAC C919 nacelle
as part of the CFM International LEAP-1C “integrated
propulsion system” package.

Services for nacelles and thrust reversers

Safran’s NacelleLife™ service program provides customers
with closely tailored solutions throughout the nacelle life
cycle. NacelleLife is an offering of services split up to address
successive nacelle life cycle stages. Customers determine the
technical assistance services and replacement solutions
required on the basis of their actual needs, be this in response
to unexpected events or for scheduling servicing operations.
NacelleLife solutions generate revenues from sale of parts,
maintenance programs, spares and related services.
NacelleLife also draws on innovative solutions such as
predictive maintenance.

1.2.2.3 Electrical systems and engineering

The shift toward more electric aircraft systems is a major and
irreversible structural change undertaken by airframers to
increase safety, reduce greenhouse gas emissions, optimize
weight and volume, lower costs and simplify aircraft
manufacture, assembly and maintenance®.

Three recent market trends afford Safran scope for
development:

m the “more electric” aircraft, as most of the hydraulic and
pneumatic systems found in present-day aircraft are
phased out by electrical systems. This change calls for a
significant increase in the power ratings of onboard
electricity generation and distribution systems, along with
extremely high-quality requirements for electrical signals;

m electric hybridization, with gas turbines backed by electric
motors to reduce the aircraft’s carbon footprint;

® new aircraft projects, for short-distance passenger or
freight transportation, to ease urban mobility. These
platforms will use hybrid or all-electric propulsion, opening
a fresh market for the engines and electric power
management systems in which Safran has developed
expert capabilities.

Safran has bolstered its legitimacy in electrical systems
through substantial internal efforts in research and
technology plus external growth operations. Safran Electrical
& Power brings together all of Safran’s electrical systems
operations under a single dedicated unit made up of:

electrical interconnection systems;

onboard electrical energy (generation and distribution);
power electronics;

battery power management systems;

maintenance and repair of electrical equipment;
electric motors;

engineering, design and production services, especially for
electrical systems.
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Electric propulsion, generation and distribution systems

Key characteristics of the business sector

The electrical systems market mostly covers power
generation and distribution functions. This market is currently
commanded by major participants including Safran, Collins
Aerospace, GE and Transdigm-Esterline (United States). Only
Collins Aerospace and Safran field a comprehensive offering
spanning main and backup power generation, conversion,
and primary and secondary distribution.

The power electronics market is more recent, arising directly
from developments in electrically powered aircraft functions
(electric thrust reversers, electric brakes, electric load control,
etc.). Power electronics also covers conversion (DC-AC) or
starting functions. Aside from Safran, Collins Aerospace, GE,
Transdigm and Honeywell also hold competencies in this field.

With recent developments, onboard electrical systems are
also extending to propulsion functions. With electric
hybridization, a conventional engine can work together with
an electric motor, the two relaying each other or running in
tandem depending on flight phase or mission requirements.
As well as bringing down aircraft fuel consumption, electric
hybridization also improves the operability of a conventional
engine, relieved of duty at low speeds, for example.
All-electric propulsion could be an option for some types of
VTOL® light aircraft. The main players on these new hybrid
and electric propulsion markets are Safran, GE, Rolls-Royce,
Collins Aerospace and Honeywell.

Group products and programs

Safran covers the electric propulsion, generation and distribution
systems sector through Safran Electrical & Power.

Safran stands as world number-one™® in primary electrical
power distribution, equipping the majority of recent civil
aviation programs, including Airbus A220, A320ceo,
A320neo and A350, Boeing 787, Bombardier Global 7500,
Embraer E-Jet E2 and Irkut MC-21 (Russia).

Safran offers a wide range of variable frequency generators
addressing customers’ needs on civil aircraft (Airbus A380,
Bombardier Global Express), military aircraft (Airbus A400M,
Lockheed C-130J Super Hercules, Boeing F15), and helicopters
(Bell 525, Sikorsky CH-53, Boeing CH-47 Chinook). Many
aircraft are fitted with Safran DC engine starter generators,
APUs® and backup power systems (Ram Air Turbine [RATD).

Safran has also developed a range of electric motors and
generators. Known respectively as ENGINeUS and GENeUS,
these products offer superior performance and high output,
thanks to the integration of power electronics, which
increases power density. They are especially well placed to
meet customers’ needs in hybrid and electric propulsion
solutions on new markets such as VTOL.

Examples of Safran’s capacity for innovation in power
electronics include Electrical Thrust Reverser Actuation
System (ETRAS), the world’s first electric control system for
nacelles, developed on the A380, and Electrical Braking
Actuation Controller (EBAC), on the Boeing 787. These major
technological advances, along with Safran’s engine and
electrical wiring expertise, enable the Group to offer
airframers innovative electrical aircraft systems for their
forthcoming programs.

(1) The A320neo nacelle was developed jointly with Middle River Aircraft System (MRAS) as majority partner. GE sold MRAS to the

Singapore-based group ST Engineering in 2019.

(2) See section 1.4.1.2, "Electric technologies and new power configurations”.

(3) Vertical Take-Off and Landing aircraft.
(4) Classification criteria: revenue - Source. Safran.
(5) Auxiliary power unit.
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Electrical interconnection systems

Key characteristics of the business sector

The Group is a leading worldwide supplier® in this market.
Wiring and electrical interconnection systems mainly comprise
electrical harnesses, for power and data transmission, and
primary and secondary electrical distribution cabinets.

Much of the aircraft wiring market is still in the hands of
airframers’ internal departments. Safran’s main rivals on the
aircraft wiring market are GKN (United Kingdom) and LATelec.

Group products and programs

Safran’s operations in the wiring and electrical interconnection
system segment involve Safran Electrical & Power.

Safran’s customers in this field include the main airframers
and helicopter manufacturers. For customers including
Airbus, Boeing and COMAC, Safran provides electrical and
layout design work, as well as harness production and
installation support services. If requested, as on upgrade
programs, Safran can take on the planning and onboard
installation stages. This can - as with major programs such as
the A350 - extend to an end-to-end service covering
engineering, manufacture and installation support. Safran also
takes charge of fitting electric bays, enclosures and cabinets
for commercial aircraft (Airbus A320) and helicopters
(including Airbus Helicopters H160, Boeing CH47 and
NHIndustries NH9O).

Safran supplies the wiring harnesses mounted on the CFM56
and LEAP engines, on the landing gear of commercial aircraft
(A320ceo, A320neo, A330, Boeing 737, Boeing 787) and
business jets (Dassault Aviation Falcon 7X and Falcon 8X,
Embraer E-Jet), and on missiles (AASM).

Electrical components

Key characteristics of the business sector

Customers on the electrical connections market judge
suppliers largely by their ability to produce complete systems
and subassemblies, which are often required to withstand
harsh environments such as high temperatures. A
determining factor is the capacity for offering customers
expertise across all the components integrated in these
systems and subassemblies.

Competencies in this field are chiefly found with Safran,
Glenair (United States), 3P - Produits Plastiques Performants,
Transdigm, Amphenol (United States), and Hellermann Tyton
(United Kingdom).

(1) Classification criteria: revenue - Source. Safran.

I SAFRAN 2020 UNIVERSAL REGISTRATION DOCUMENT

Group products and programs

Through its Safran Electrical Components subsidiary, Safran
has expertise in design, production and aftersales support for
electrical interconnection components, power contacts and
fluid transfer components and subassemblies. Safran’s
components and subassemblies address the defense,
automotive and industry sectors, as well as aviation.

Engineering

Key characteristics of the business sector

The engineering market is dependent on major development
programs, some of which have reached completion (Airbus
A350 and Boeing 787). This means that major airframers and
aircraft equipment manufacturers experience less need for
prime engineering expertise.

Engineering services providers must be able to accompany
their customers on an international market, to offer offshore
capabilities (with a pool of engineers located in lower-cost
countries such as India), to take responsibility for completing
engineering work, to support process improvement and to
develop and retain skills.

The Group’s main competitors are leading French full-service
engineering groups such as Alten and Altran, and French
niche aviation engineering suppliers including Assystem and
Aeroconseil.

Group products and programs

Safran is present in the engineering market through Safran
Engineering Services. In Europe, North America, Asia and
North Africa, Safran provides engineering services primarily
on the aviation market (for airframers and equipment
manufacturers), but also on the automotive and rail markets,
where the Group offers expertise in electrical systems.

Safran Engineering Services expertise in six broad areas
(electrical systems architecture, aerostructures, mechanical
systems, systems engineering, embedded systems and
certification support) is used by various Group companies,
chief among which ranks Safran Electrical & Power. Services
are also provided to major aviation customers (Airbus,
Boeing, Dassault Aviation, ArianeGroup) and land transport
companies (Alstom, Renault).

Safran Engineering Services also works toward fulfilling
Group ambitions by focusing development in areas of
digitalization, program management, additive manufacturing,
industrialization and supply chain management.



1.2.2.4 Aerosystems

Key characteristics of the business sector

Safran Aerosystems designs, certifies and manufactures high-
technology equipment and systems for in-flight and on-
ground safety, fuel management, and onboard fluid
management and control, in aircraft and helicopters.

Most equipment and systems are specified and selected by
the airframer® at the onset of each new aircraft program.
They are covered by airworthiness type certification granted
by authorities such as the European Union Aviation Safety
Agency (EASA) in Europe or the Federal Aviation
Administration (FAA) in the United States. This entails
substantial investments at the onset of a program, offset by
regular original equipment and spare parts revenues
throughout the program lifespan. Some systems, however,
such as life vests, are selected by operators®.

Safran’s main competitors in these businesses in France and
abroad include: Collins Aerospace, EAM Worldwide (United
States), DART Aerospace (United States), Honeywell,
Cobham (United Kingdom), Parker Hannifin Corporation
(United States), Eaton Corporation (United States),
Woodward (United States) and Senior Aerospace SSP
(United States).

Group products and programs

Safran designs and manufactures high-technology solutions
to enhance aircraft performance and improve aircraft and
passenger safety in-flight and on the ground. These systems
equip most commercial aircraft (from Airbus, Boeing,
Embraer, Irkut and COMAC) and business jet programs (from
Dassault, Gulfstream, Bombardier, Cessna and Daher), as well
as most helicopter platforms (from Airbus Helicopters,
Leonardo, Bell, Sikorsky, Mil and Kazan Helicopters). They are
also featured on several French and European military
programs (Dassault, Airbus, Leonardo, Saab, etc.).

Safety and protection systems

Safran’s expertise in safety and protection systems extends
to emergency evacuation systems for civil and military
aircraft (slides, life vests and life rafts), inflatable safety
products for helicopters (safety floats, life vests and life
rafts), emergency ground arresting systems for military
aircraft, oxygen systems and masks for the cockpit and
passenger deck, and protection equipment for military and
space missions (survival suits, vests, anti-G pants, oxygen
masks, etc.).

PRESENTATION OF THE GROUP |

Group businesses

Safran holds world-leading® positions in most of these fields.
Aware of the crucial importance of ensuring safety for aircraft
passengers, crew and pilots, Safran offers its customers
engineering, production, technical support and aftersales
capabilities tailored to their requirements and constraints,
worldwide.

Integrated management and control systems for fluids and fuel

Safran offers customers prime expertise in the management
of the various fluids needed for aircraft operation (pneumatic
and hydraulic fuel circuits, etc.).

Safran is one of the world’s leading designers and
manufacturers of hydraulic components and equipment
(servo-valves, pressure switches, etc.), articulated high-
pressure, high-temperature pipe systems, and engine
equipment (air valves, servo-actuators, etc.).

Fuel control, in flight and on the ground, is an important
factor in the safety and efficiency of aviation operations.
Safran fields expert know-how in the design, certification and
manufacture of aircraft fuel systems, a specialty in which it
has forged a very strong position by developing lightweight,
flexible fuel tanks using its own specific mixes and doped
fabrics. These crash-protected tanks ensure heightened
onboard safety. Safran thus stands as a major player in this
field, offering fuel management, circulation, gaging and tank
inerting systems.

Spare parts and services activities

Safran operates an international network specializing in
aftersales for customers’ aerospace systems. This spares and
services business primarily involves the sale of spare parts
and the provision of maintenance, repair and overhaul
(MRO) services.

1.2.2.5 Electronics and defense

Safran is involved in major civil and defense programs, and is
one of the world’s leading providers® of solutions in
optronics, navigation, avionics, electronics, electromechanical
actuation and critical software. These sectors are covered
primarily through Safran Electrical & Power. Prime expertise
in these technologies enables Safran to offer armed forces
and civil customers optimally cost-effective observation,
decision-support and guidance solutions for land, sea, air and
space applications. Safran also draws upon the expertise of
its subsidiaries, located on all continents.

(1) Supplier Furnished Equipment (SFE): equipment specified and purchased by the airframer, which offers operators one or more

configurations from catalog.

(2) Buyer Furnished Equipment (BFE). equipment specified and purchased by the operator. For new equipment, fitting is usually

delegated to the airframer.
(3) Classification criteria: revenue - Source. Safran.
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Avionics

Key characteristics of the business sector

Two key characteristics of this sector are the rapid pace of
change in the electronics technologies used, and the lengthy
and costly processes involved in equipment airworthiness
certification, which entail a need for long-term customer
relations. To succeed in this field, Safran addresses new civil
and military markets with breakthrough products and
services building on tried and tested dual-use solutions.

Safran equips all types of aerospace platforms: commercial,
regional, business and military aviation, helicopters, drones,
launch vehicles and satellites. Its systems and equipment
chiefly address applications in flight control, from the cockpit
through to the cylinders that actuate the aircraft’s
aerodynamic surfaces.

Safran’s customers here include airline companies and the
leading aircraft and helicopter manufacturers, including Airbus,
Airbus Helicopters, Boeing, Dassault Aviation, Gulfstream,
Hindustan Aeronautics Ltd.,, Embraer, Bell, Leonardo and
COMAC.

Its main competitors in France and abroad include: Collins
Aerospace, Honeywell, Thales, BAE Systems, Teledyne
Technologies and Korry Electronics.

Group products and programs

The innovative systems developed by Safran in avionics,
electronics and critical software contribute to pilot comfort
and efficiency, trajectory control, flight safety, navigation
precision and aircraft performance. Safran is involved in the
largest aircraft programs, including NH9O (NHIndustries),
Caracal and H160 (Airbus Helicopters), A400M, A320ceo,
A320neo, A380 and A350 (Airbus), Rafale and Falcon
(Dassault Aviation) and Boeing 737, Boeing 777X and
Boeing 787 Dreamliner. Safran has also been selected by
ArianeGroup to be the supplier for SpaceNaute, the inertial
reference unit on the new ESA launch vehicle, Ariane 6.

Electromechanical actuation systems

Acquisition of the Collins Aerospace Electro Mechanical
Systems and Cockpit Controls businesses broadened the
Group’s portfolio in flight controls and piloting controls. It
makes Safran a world front-line player in HSTA (horizontal
stabilizer trim system) electromechanical actuation systems,
equipping more than 20 civil and military programs.

Safran develops electromechanical flight control solutions for
all types of aviation application (planes, helicopters, drones,
etc.), meeting the strictest criteria on reliability and safety.
From sensors through to actuators, the Safran solutions stand
out for their efficacy and accommodate new, more electric,
architectures.

Safran also provides electromagnetic actuator systems for
other applications, such as secondary flight controls, thrust
reversers, pilot seats, business-class and first-class seats, door
opening and closing mechanisms, etc.

Data management

Safran data management solutions, including flight-data
recording systems and automatic end-of-flight data transfer
systems, appear on many civil aircraft from ATR, Embraer,
Boeing and Airbus, and on many helicopters, through an
upgrade authorized by a Supplemental Type Certificate®.

Cassiopée™ is an all-in-one flight data decoding and analysis
solution developed by Safran. Safran systems monitor over a
third of the worldwide commercial aviation fleet.

Under Airbus prime contractorship, Safran also provides the
secure gateway between the cockpit and the cabin
information system for the A380 and A350.

Electronics and critical software

Given the strategic importance of onboard electronics and
critical software today, Safran vertically integrates these
technologies through Safran Electronics & Defense.

Safran Electronics & Defense provides all Group companies
with  world-leading electronic equipment and critical
software. It develops, produces, and maintains certified
embedded computers for numerous systems, particularly in
aviation (FADEC®, thrust reversers, landing gear, braking
systems and flight control systems). With its partners, it has
woven strong, balanced links through FADEC International
(joint venture with BAE Systems) and FADEC Alliance (joint
venture between GE and FADEC International) on engine
regulation for CFM and GE engines (GEnx, GE9X, Catalyst).

Electronic equipment

Safran Electronics & Defense specializes in increasingly
integrated electronic systems for critical and harsh
environments (extreme temperatures, vibration, etc.)). It
designs and produces onboard computers used in engine,
flight, braking and landing gear control systems. Safran
designs and installs electronic control systems for
electromechanical actuators and for Safran Electrical & Power
power converters®. Safran’s holds prime expertise in the
production of electronic circuit boards and complex
computers.

Onboard critical software

Safran Electronics & Defense develops the complex critical
software used in Group onboard systems. Critical software is
software that plays a crucial role in flight safety and must
therefore comply with extremely demanding certification
standards, as regards dependability in harsh environments.

Safran teams use modern software platforms to handle
software specification, architecture, coding, verification, quality
assurance, configuration management and certification.

(D Document issued by the air safety authorities allowing modification to an aircraft such as the addition of new aircraft

equipment.
(2) Full Authority Digital Engine Control.
(3) See section 1.2.2.3, “Electrical systems and engineering”.
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Aerospace navigation and sensors

Inertial navigation is a good example of dual-use technology.
Inertial navigation in civil aviation and space applications is
performed by navigation systems or by APIRS (Aircraft
Piloting Inertial Reference System) heading and attitude
systems, all using Safran inertial sensors. The latest navigation
system for civil aviation applications is SkyNaute, a highly
compact and highly efficient integrated inertial navigation
system operational in all circumstances and hybridized with
provision of position, navigation and timing (PNT) data from
navigation satellites. With its three HRG Crystal™®
hemispherical resonator gyroscopes and three micro-
electromechanical MEMS@ accelerometers, SkyNaute uses
proven, mature technologies and offers low operating costs.

Cockpit solutions

Safran offers a range of cockpit solutions for ensuring flight
safety and efficient, comfortable piloting on helicopters and
commercial, military and business aircraft:

m piloting controls: active sidesticks, yokes, throttle controls,
pedals, etc.;

® secondary control levers: shutter controls, air brakes,
landing gears, etc,;

m control panels: from components and retro-lit buttons to
integrated panels such as the upper panel.

Safran cockpit solutions provide efficient service day-in, day-
out on many civil aircraft and helicopters.

Safran is also actively involved in work on cockpit

digitalization projects.

Visual perception systems

During all flight and ground phases, exterior aircraft lighting
is an important safety factor, both in-flight and for ground
crews. Safran has more than 70 years of experience in this
field, and develops a full range of LED-based exterior lighting
solutions for all types of aircraft.

Safran is world number-one in complete wiper and washer
systems®, developing equipment adapted to the specifics of
each aircraft or helicopter to ensure pilots have an optimum
field of vision under all weather conditions.

Optronic and avionic solutions are combined to give excellent
capabilities for observing the immediate surroundings and for
use in the most demanding missions: intelligence, surveillance,
targeting, protection, intervention, and search & rescue.

PRESENTATION OF THE GROUP |

Group businesses

Support and services for aerospace customers

Safran’s customer support in avionics extends to high

value-added services, including repairs, equipment delivery
and technical support. Customer satisfaction is sustained
through constant improvements in turnaround time (TAT), up
to industry benchmark level, to ensure the best competitive
performance in equipment availability. Given its highly varied
worldwide avionics customer base, Safran may localize
support services for closer contact with the customer.
Customer support performance is a key issue, providing a
long-term revenue source throughout the life cycle of an
avionics product and developing customer loyalty, thereby
influencing customer choices on new programs.

At its repair centers in France, the United States and
Singapore, Safran Electronics & Defense performs maintenance
of its own onboard computers along with systems from other
Group and third-party manufacturers. It also maintains and
repairs computers and electronic boards for many airline
companies and air forces worldwide.

Safran supports more than 300 airline companies and helicopter
operators in customized data decoding and analysis.
Its Cassiopée offering provides precious decision-making
support to increase flight safety and optimize operating and
maintenance costs.

Defense

Key characteristics of the business sector

France’s strategic autonomy in defense calls for a world-class
technological and industrial base. Safran plays an instrumental
role in enabling self-reliance for its customers, meeting a broad
spectrum of military tactical and strategic needs on land,
sea and air.

Its main customers and partners in this sector are
governments (ministries or armed or paramilitary forces) and
industrial groups such as Thales, Airbus, KNDS“, BAE
Systems, MBDA, ArianeGroup, Leonardo, Saab AB (Sweden),
Dassault Aviation, Naval Group, General Dynamics Land
Systems (United States) and John Cockerill (Belgium).

Safran’s main competitors in these businesses in France
and abroad include: Thales, Hensoldt (Germany), IxBlue,
BAE Systems, Leonardo, Elbit (Israel), L-3 Wescam (Canada),
FLIR Systems (United States) and Northrop Grumman.

Group products and programs

Safran covers the real-time sensor-to-shooter operational
chain with embedded intelligence solutions for all land, sea and
aerospace settings, enhancing the operational performance of
units in the field with support in surveillance, tactical support,
information, navigation, orientation, observation, detection,
fire direction and protection.

Optronics and sights

Portable optronic equipment

Safran is one of the world’s leading manufacturers of portable
optronic equipment®. It offers a full range of hardware and
systems for observation, surveillance, detection, pointing,
identification and target designation, for use under day or
night conditions. Its multi-purpose night-vision imagers, such

() The HRG Crystal gyroscope, a major innovation patented by Safran, is the highest-performance system of its kind on the
market. Using this sensor, with its straightforward mechanism and proven technology, Safran develops new ultra-reliable and
extremely compact inertial systems capable of addressing a very wide performance range for civil and military applications in

space, air, land and sea environments.
(2) Micro Electro Mechanical Systems.

(3) Ranking criterion: Revenue and market share - Source: Safran.

4) KMW+Nexter Defense Systems.
(5) Source: Safran.
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as the JIM LR long-range multifunction imager and the JIM
Compact™, along with the products of its subsidiaries
Vectronix in Switzerland and Optics 1in the United States, are
widely used in overseas operations by French and allied
forces and are considered a global market benchmark.

Onboard systems

Safran equipment provides protection for land combat
vehicles (tanks, infantry combat vehicles and light vehicles).
Stabilized sighting is a key factor in ambulant firing capability
under day or night conditions, from target identification to
engagement. Safran equips close to 10,000 land vehicles in
France and other countries (Leclerc, Challenger 2, PT9IM,
Jaguar, VBCI, LAV, etc.) with its range of land vehicle sights,
which includes PASEO.

In airborne optronics, Safran participates in major combat
helicopter programs, such as Tiger, NH9O, Cougar, Panther and
Caracal. The STRIX and OSIRIS sighting systems meet
requirements on exceptionally demanding operational
conditions and guarantee the performance of the weapons
systems. Euroflir™ gyrostabilized electro-optical systems
provide valuable service in long-range observation and target
location. They feature on new airborne intelligence systems
including the Patroller drone, the Diamond-42 twin-engine
aircraft (in cooperation with DCI) and the T-C350 aerostat from
A-NSE.

In the naval field, Safran offers a full range of optronic
surveillance, fire direction and self-protection systems for
surface vessels, and has recognized expertise in optronic
masts and periscopes for conventional and nuclear
submarines. Safran contributes to many platforms, including
the Charles-de-Gaulle aircraft carrier, the ANZAC, FREMM and
Horizon frigates, the Scorpéne, Agosta and Barracuda
submarines manufactured by Naval Group, the Gotland class
(type A19) and Blekinge class (type A26) submarines from the
Swedish Saab Kockums and the KSS-IlI submarines from the
Korean Daewoo Shipbuilding and Marine Engineering (DSME).

Soldier modernization

Safran harnesses experience from the FELIN® program on
soldier modernization in the French armed forces to offer
innovative and modular solutions, such as the NeoFelis
system, addressing the needs of various armed and security
forces in France and further afield. It builds on this know-how
to offer capacity kits focused on the key infantry combat
functions of command, observation, protection and
engagement.

Safran is also pushing ahead with innovation and R&T in areas
such as mobility aids, with development of the exoskeleton, a
wearable biomechanical and electronic structure that
provides powered assistance to body movements. These
technologies hold considerable potential in the military, civil
security and industry sectors.

Parachutes and protection

Safran is a European leader® in parachute and protection
equipment in military (troop and cargo) and space missions.

Navigation and sensors

Inertial navigation analyses motion using acceleration sensors
(accelerometers) and rotation sensors (gyroscopes) to
provide an estimation of vehicle position, speed and attitude
(for aircraft, launch vehicles, ships, submarines and land
vehicles), without the need for external reference points
other than the point of departure. This avoids dependence,
for example, on a satellite navigation system such as GPS.

Safran is number-three worldwide and European number-
one® in military inertial navigation, with more than 70 years’
expertise in the key underlying technologies (mechanical,
thermal, laser, fiber optics, resonant structures, MEMS, etc.).

It offers a wide range of inertial and stabilization systems
covering all performance classes. This equipment offers
reliability, precision and robustness, for dependable operation
in the toughest environments. The HRG Crystal gyroscope,
a major innovation patented by Safran in 1999, is the highest-
performance system of its kind on the market. Using this
sensor, with its straightforward mechanism and proven
technology, Safran develops new extremely compact inertial
systems for civil and military applications in space, air, land
and sea environments. The Group equips the submarines and
missiles of the French deterrent force.

Seekers and guidance systems

Safran couples know-how in optronics and inertial systems to
offer infrared seekers for the main missiles used by the
French army, including Mistral, MICA IR and MMP®, as well as
the French-British light anti-ship missile Sea Venom/ANL®.

The AASM is a high-precision modular air-to-ground weapon
that can be used in all conditions, day or night. It is currently
in service on Rafale fighters belonging to the French air force
and navy as well as in other international air forces. It comes
in several versions and harnesses Safran expertise in many
areas, including infrared and image processing technology,
inertial components with hemispherical resonator gyro (HRG)
and laser guidance. It has proved highly effective in many
overseas operations.

(1) Fantassin a équipements et liaisons intégrés (infantrymen with integrated equipment and links).

(2) Source: Safran.

(3) Classification criteria: revenue - Source. Yole - 2020 report “High End Inertial Sensors for Defense, Aerospace and Industrial

Applications”.
(4) Missile moyenne portée (medium-range missile).
(5) Anti-Navire Léger (light anti-ship missile).

I SAFRAN 2020 UNIVERSAL REGISTRATION DOCUMENT



Drones

Safran is active in drone systems through its expertise in
critical function chains, namely navigation and flight control,
image chain and data transmission. Safran tactical drone
systems are used on a daily basis in day- and night-time
operations.

Safran sits on the Civil Drone Commission set up by the
French Directorate General for Civil Aviation (DGAC), along
with other aerospace companies, SMEs in the sector and
major contractors. The purpose of this commission is to
organize and promote the civil drone industry in France by
drawing up technological roadmaps for the development of
safe civil usages.

The French Directorate General of Weapons Procurement
(DGA) selected Safran’s Patroller as the French army’s
tactical drone system.

Working with innovative SMEs and civil-sector institutions,
Safran has also developed an autonomous off-road
demonstration vehicle, the eTracer, designed for logistics,
convoy, perimeter protection, intelligence and reconnaissance
missions.

Customer support

Safran’s customer support includes high value-added services,
including repairs, equipment delivery, technical support and
training. They all strive toward the same goal: ensuring that
equipment is in full working order at all times, a strategy
primarily reflected in Global Support Package contracts.

Data systems

Key characteristics of the business sector

Safran is a leading world player® in civil and military niche
markets for equipment, solutions and services in telemetrics for

applications including flight-test instrumentation, satellite
remote-control modems, and earth observation satellite
reception modems. These highly specific markets are

experiencing high growth, especially in North America and Asia.

Telemetry applications are primarily intended for use during
the test, certification, calibration and maintenance campaigns
run by test centers and manufacturers of aircraft, helicopters,
and civil or military drones. For the on-board component, the
challenge is to collect, process, record and transmit data, and
for the ground component it involves receiving and
processing the data in real time, under conditions of absolute
security.

For satellite operators, space agencies, launch vehicle
manufacturers, satellite suppliers and scientific missions,
Safran offers a range of equipment for satellite station
keeping and data reception from on-board sensors (cameras
and radars) on earth observation satellites.

Safran’s main competitors in this sector are the US companies
Curtiss-Wright in onboard telemetrics and Viasat in space
communication.

(1) Source: Safran.
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Group products and programs

Safran Data Systems provides a full suite of equipment and
solutions for flight tests, from data acquisition through to
processing: instrumentation products and  solutions
(embedded data acquisition units, routers, modular data
recorders and transmitters); ground telemetry products and
solutions (tracking antennas, wide-band RF recorders, analog
and digital signal recorders, decommutators); and full
software suites (configuration, operation, processing).

It also offers a wide range of video and data recorders, servers,
secure computers and routers for pilot training, mission
debriefing and C4ISR (Command, Control, Communications,
Computers, Intelligence, Surveillance, Reconnaissance).

It provides equipment and solutions for satellite ground
stations: broadband antennas, modems and receivers;
command and control (C2); distance measurement; payload
date reception; quality control for satellite communication
services; and space situational awareness (SSA).

More recently, Safran Data Systems has developed new antenna
solutions specifically optimized for satellite constellations.
The WeTrack™ service developed and marketed by Safran is a
worldwide network of RF sensors for monitoring geostationary
satellites and detecting their maneuvers.

High-performance optics

Key characteristics of the business sector

Through its Safran Reosc subsidiary, Safran is a leading world
player® in the design, manufacture and integration of high-
performance optical systems in astronomy, space, large-scale
high-power laser and semiconductor industry applications.
Given that these systems address highly demanding
applications (in scientific research in particular), customers
demand the best available technologies with specifications at
maximum reachable levels worldwide. Contracts here are
usually for a few units, prototypes, or small production runs.

Main customers in this segment are the European Southern
Observatory (ESO) in astronomy, major prime contractors
and space agencies, institutes and major international
scientific programs.

Depending on the application, Safran’s main competitors are
Thales, Hensoldt, Coherent (United States) and L3Harris
(United States).

Group products and programs

From initial design through to production and integration,
Safran has world-class expertise in all the competencies
required for providing customers with the
highest-performance precision optical and opto-mechanical
equipment.

Capabilities and services cover: opto-mechanical and thin-film
engineering; machining and weight-optimization for glass and
vitroceramic substrates; precision polishing for materials
including glass, ceramics and silicon carbide; optic metrology
for surface shape and structure at nanometric precision
and extremely low asperity; thin-film optical deposition;
and clean-room equipment assembly.
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Recent projects include mirrors on high-resolution earth and
space observation telescopes (Gaia, Euclid, Pleiades Neo,
Kompsat 7, etc.), lenses and components for scientific,
weather and observation satellites (Meteosat, CSO, IASI NG,
Merlin, MicroCarb, etc.), giant mirrors for astronomy (Very
Large Telescope [VLT], Gemini, Gran Telescopio Canarias
[GTC]), mirrors and lenses for short-pulse lasers (Apollon,
Laser Megajoule, Orion, ELI European Lasers, etc.),

1.2.3 Aircraft Interiors

The Aircraft Interiors business breaks down into three key sectors:

m CABINS

e Cabin interiors

m SEATS
e Passenger seats
e Technical seats
e Helicopter seats

photolithography systems for semiconductor etching, far-
ultraviolet microlithography, thin-film optic coatings from
ultraviolet to infrared, and multispectral coatings for infrared
detectors.

Safran has also been selected by ESO for polishing and
integrating the five mirrors in the world’s most powerful
telescope, the Extremely Large Telescope (ELT) under
construction in Chile.

m COMPLEX CABIN EQUIPMENT AND PASSENGER COMFORT SOLUTIONS

e Water and waste management systems

e In-flight entertainment and connectivity solutions
e Ventilation and environment control systems

e VIP aircraft interiors

Aircraft Interiors covers not only seats but also cabin fittings,
closets, in-flight entertainment systems and flight-deck
equipment. At the end of 2020, a total of 13,928 Safran
employees were contributing to the development of this
business.

Cabin equipment must meet demanding requirements on
appearance and quality, because operators consider the
aircraft interior to be an important brand image factor.

Whereas most aircraft systems are usually specified by the
airframer®, interior fittings for commercial aircraft are usually
specified by operators®. In addressing these needs,
equipment suppliers also ensure that their products comply
with the requirements set by civil aviation authorities such as
EASA (European Aviation Safety Agency) in Europe or FAA
(Federal Aviation Administration) in the United States.

1.2.3.1 Cabins

Cabin interiors

Key characteristics of the business sector

The aircraft interiors market covers a large proportion of what
passengers see and use in the aircraft: partitions, overhead
bins, cabin class dividers, closets, lavatories, galley and
catering equipment (inserts, trolleys), rest areas, containers.
This market is driven by the cabin interior policies of operators
(airline and leasing companies) and maintenance centers.

This market is dominated by a few world players, including
airframers themselves, as with Boeing Interiors Responsibility
Center (United States) and aircraft equipment manufacturers
such as Safran, AVIC Cabin Systems (China), Diehl
(Germany), Collins Aerospace, JAMCO (Japan) and Bucher
(Switzerland). Safran and Collins Aerospace are the two main
players covering the full spectrum of products and services
expected by airframers and operators.

Group products and programs

Safran is one of the world leaders® in cabin interiors for
commercial and business aircraft, with a market share of
around 20%“, through Safran Cabin. It also supplies
complete cabin interiors for regional jets from major players
including Airbus, Bombardier and Embraer.

Safran designs, certifies and manufactures everything needed
for OE and retrofit cabin equipment and fittings. Its expertise
extends to high-technology molding, advanced composite
material structures (such as pre-impregnated composite
fibers, honeycomb composites, preformed composites and
carbon composites), and cabin fitting panels. Safran also
offers customers a range of galley and trolley equipment for
onboard service (galleys and inserts, lightweight containers,
trolleys, etc.).

In the business jets sector, Safran supplies complete interiors
for the Honda HA-420 HondaJet (Japan), the Bombardier
Challenger 650 and the Bombardier Global 5000, 6000 and
7500. Safran’s cabin interiors for these aircraft combine
complex wood inserts and veneers, high-gloss paint finishes

(D Supplier Furnished Equipment (SFE): equipment specified and purchased by the airframer, which offers operators one or more

configurations from catalog.

(2) Buyer Furnished Equipment (BFE). equipment specified and purchased by the operator. For new equipment, fitting is usually

delegated to the airframer.
(3) Source: Safran.

(4) Source. Safran & Counterpoint Market Intelligence Ltd, Aircraft Interiors Review - 20]19.
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and luxury leather linings. Safran also offers electric galley
utensils for these aircraft.

In the regional jets sector, Safran also produces complete
cabin interiors meeting the needs of operators flying Embraer
(E-Jet and E-Jet E2), Bombardier (CRJ) and Airbus (A220)
planes. Safran will also be offering complete cabin interiors
for the forthcoming MC-21 from Irkut (Russia).

Safran provides cabin interior equipment for short- and
medium-haul aircraft: Boeing 737NG and Boeing 737MAX
(high-security cockpit doors, galley units and electric galley
utensils). Safran’s cabin interior teams also support the Airbus
short- and medium-haul program, A320neo, providing galleys,
electric galley utensils, trolleys, cabin class dividers (partitions),
closets and SpaceFlex equipment that combines galleys and
lavatory units, enabling airline companies to increase the
number of passenger seats. On COMAC’s forthcoming single-
aisle C919, Safran will be supplying equipment including
galleys, lavatory units and secure cockpit doors.

In long-haul aircraft, Safran provides lavatory units, galleys
and overhead bins on the Airbus A330neo, as well as the
A330ceo. For the A350XWB aircraft, Safran supplies
equipment such as electric galley utensils, bars, electric waste
compactors, lavatory units, cabin class dividers (partitions)
and secure cockpit doors. Safran provided cabin fittings on
the A380 program. On the Boeing 787, Boeing 767 and
Boeing 777, Safran supplies galleys, electric galley utensils
and cabin fitting panels.

Safran Cabin also offers airline companies and freight
operators robust and innovative cargo equipment (modular
containers, pallets).

PRESENTATION OF THE GROUP |

Group businesses

Spare parts and services for cabin interiors

Safran provides maintenance and retrofit support for aircraft
cabin interiors. This is usually specified by the cabin interior
policies of the operators concerned (airline and leasing
companies).

1.2.3.2 Seats

Aircraft seats

Key characteristics of the business sector

Aircraft seats have to meet demanding requirements in terms
of appearance and quality, because airline companies
consider them an important brand image factor enabling
them to stand out from the competition in terms of service
quality. The equipment supplier adapts seats to the specific
needs expressed by each individual airline company, which
means production runs tend to be smaller and diversity
wider. To reduce aircraft fuel consumption, seat weight is a
determining factor.

This market is determined by growth in the air transportation
market and by airline companies’ cabin interior policies.

In addition to Safran, the other major players in aircraft seats
are Collins Aerospace and Recaro (Germany).

Group products and programs

Safran is one the world leaders in aircraft seats, through
Safran Seats. Safran holds a 27% share of the world market
for commercial aircraft seats, with more than a million in
service among more than 150 airline companies®.

Safran expertise covers the whole seat manufacturing chain,
from design and certification through to assembly. This
expertise is applied to offer customers a full range of
innovative and customized seats combining ergonomics,
comfort, aesthetics and cabin space optimization, in terms of
passenger and storage capacity, etc.

Passenger seats (Economy, Premium Economy, Business
and First Class)

Safran offers its customers a full range of passenger seats for
fitting on a wide range of aircraft. The seats address specific
airline company needs on passenger comfort and satisfaction,
and what can be tight operating constraints on efficiency
optimization.

With its wide range of seats and ability to offer made-to-
measure solutions, Safran meets the needs of individual airline
companies of all business models and aircraft user profiles
(low-cost through to five-star, regional operators, etc.).
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Economy Class

Consistent with each airline company’s sales strategy and
flight duration requirements, Economy Class seats are
designed to offer a good trade-off across comfort, density
and operating costs, which are the most relevant criteria in
this segment.

Safran’s seats offering here ranges from straightforward,
lightweight, efficient non-reclining solutions through to more
sophisticated and more spacious solutions with additional
comfort features (such as articulated headrests, and more
comfortable cushions), reclining mechanisms, integrated
screens and features for electronic devices (such as power
sockets and tablet or smartphone supports).

For Economy Class seats, the pitch between seat rows is usually
from 28 to 32 inches (around 71 to 81 cm). Safran’s most recent
seats in this segment are the Z110 and Z200 for short- and
medium-haul flights and the Z400 for long-haul flights.

Premium Economy Class

Premium Economy Class seats offer comfort and spacing
mid-way between Economy and Business Class. They are
larger, and the pitch between rows is greater than in
Economy Class, offering passengers close to 40% more
personal space. They can recline by about 10 degrees more
than in Economy Class, and can accommodate a larger
screen. Seats in this class can take the form of either reclining
armchairs or fixed shells, possibly with electric controls.

The pitch between seat rows in Premium Economy Class is
usually from 38 to 40 inches (around 96 cm to just over one
meter). The Z535 is Safran’s flagship product in this segment.

Business Class

Seats in Business Class offer passengers upmarket comfort,
space and equipment. Passengers enjoy individual suites with
direct aisle access and flat beds, offering in-flight comfort
(e.g.,, doors) and equipment (wide-screen television,
sophisticated lighting systems, soundproofing, temperature
control, etc.). Business Class seats require many different
components (shells, consoles, etc.), and most include
electrical controls.

This market segment holds a strategic challenge for airline
companies, which compete to attract and keep passengers
holding the highest profitability prospects. This gives rise to
considerable endeavors on market differentiation between
airline companies, which can generate high demand for
customization.

For business class seats, airline companies select from among
the variety of possible configurations the solutions that are
the most consistent with their market objectives. Therefore,
Safran’s Optima Business Class seat focuses on onboard
density whereas seats such as Versa and especially Fusio
focus on living space.
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First Class

First Class seats offer unique, top-of-the-line services
combining very high quality with advanced technological
solutions.

Volumes are very low in this segment, since only twenty or so
airline companies operate in this segment, offering just a few
seats on each plane. Since this is a high-visibility segment as
regards an airline company’s corporate identity, customers
usually require a unique presentation enabling them to stand
out from their competitors.

Technical seats

Safran expertise in technical seats for flight-deck and cockpit
personnel covers all the features, technologies and materials
needed for developing products that combine safety, quality
and innovation.

Helicopter seats

Safran products meet the specific needs of the highly
demanding market for seats for vertical take-off aircraft,
integrating functions such as an energy absorption system for
enhanced pilot and passenger safety along with innovative
seat actuator systems and comfort functions.

Spare parts and services for seats

Safran provides worldwide sales and technical support
throughout the service life of its seat products, meeting
customer demand even in the most critical situations.

Safran services also extend to cabin retrofits. Given the
service life of aircraft seats (five to fifteen years), cabins will
need retrofitting two or three times during the aircraft’s
career. As well as supplying the new seats, Safran also
provides the expertise needed for certification of the new
cabin configurations.

Safran also offers solutions meeting specific operator needs
in personnel training, flight-per-hour support, reliability and
maintenance analysis, annual orders and advance stocks.

1.2.3.3 Complex cabin equipment
and passenger comfort solutions

Key characteristics of the business sector

Safran Passenger Solutions has developed a full range of
complex equipment for enhancing passenger onboard comfort
(such as water and waste management and in-flight
entertainment), along with an offering for interior retrofits for
commercial aircraft and creation of luxury interiors. The
programs on this kind of fit-out usually have short development
cycles, and Safran stands out from the competition in this
segment due to its ability to offer complete systems.

Safran’s main competitors on this market are Collins
Aerospace, Diehl, Panasonic (Japan), Thales, and much
smaller companies with positionings on component markets

or sector-specific niches.



Group products and programs

Safran Passenger Solutions has developed a full range of
complex cabin equipment for enhancing passenger comfort,
mostly in the commercial and business aviation segments.

This business builds on technological expertise in four main
product ranges: water and waste management; in-flight
entertainment and connectivity solutions; ventilation and
environment control systems; and retrofits and luxury interior
design for commercial aircraft.

Water and waste management systems

Safran is one of the world’s leading players in integrated
water and waste management systems on aircraft, fielding
expertise in development, certification, and production and
aftersales support. Its solutions enjoy wide market
recognition for innovation and extreme reliability.

Safran has developed cutting-edge technologies such as
tanks in composite material, ultraviolet sterilization of
drinking water, low-pressure pipes in composite material and
a range of ultrasound level sensors. It offers drinking water
management and distribution systems for different types of
aircraft (civil, military, business jets). The Group developed
the first chemical lavatories and was one of the pioneers in
vacuum-flush lavatories on planes and trains. Its capabilities
in this sector today extend to integrated waste and water
management systems and integrated lavatory compartments
for trains.

In-flight entertainment and connectivity solutions

With air passenger volumes on the rise, and intensifying
market competition, in-flight entertainment (IFE) is becoming
an increasingly important customer appeal factor for airline
companies.

Safran’s innovative RAVE™ (Reliable, Affordable and Very
Easy) solution is an independent IFE system with media
content integrated in the seat screen, which simplifies the
onboard network and provides passengers access to on-
demand audio and video. As well as offering passengers a
content and activities catalog, Safran’s RAVE system also
includes a connectivity solution, recently developed and
brought to market by the Group, with a WiFi connection for

1.3 COMPETITIVE POSITION

Safran covers international
aerospace and defense.

high-technology markets in

In all these fields, Safran faces competition from both global
rivals and niche players in some markets.

The Group operates in the strictest observance of all
applicable rules on competitive business practice in all of its
host countries, complying with all specific measures applicable
to each market (see section 4.3.1.3).

PRESENTATION OF THE GROUP |

Competitive position

broadband internet access by satellite and a data
transmission network. RAVE also offers lightweight screens
with low electricity consumption, benefiting from a
partnership with a major player in consumer electronics as
well as from the latest technological advances in this field.
With its uncomplicated design, RAVE also offers simplified
maintenance and low cost of ownership.

Safran’s RAVE in-flight entertainment solution has already
been selected by more than 70 airline companies, including
Lufthansa, Air France, All Nippon Airways, Virgin Atlantic,
China Southern and Qatar Airways.

Ventilation and environment control systems

Through Safran Ventilation Systems, Safran designs,
manufactures and markets ventilation systems for aircraft
cabins and avionics, and brake cooling systems for commercial
and military aircraft and helicopters. Safran supplies all
ventilation circuit equipment (valves, air filters, nozzles, heat
exchangers, flowrate sensors, pressure sensors, etc.).

Safran is one of the world’s leading players in climate control
systems for small aircraft, with an offering that includes
equipment for cabin climate control on the ground and in
flight. It makes integrated systems for commercial aircraft,
small private aircraft and helicopters not fitted with an
auxiliary power unit (APU) for on-ground activation of a
climate control system.

VIP aircraft interiors

Safran has expertise in designing VIP interiors for short- and
medium-haul single-aisle aircraft (Boeing 737), long-haul
aircraft (Boeing 747, Boeing 777, Boeing 787), and business
jets transporting dignitaries such as heads of state,
government or certain multinationals. Safran provides
turnkey solutions in the design, manufacture and fitting of
tailor-made cabin interiors, plus aircraft certification prior to
handover of the aircraft to the customer.

To meet requirements on airline companies’ cabin
refurbishment programs, Safran also provides turnkey aircraft
interior retrofit services covering procedures through to
certification with the aviation safety authorities, in addition to
provision of the actual upgrade kits.

To mobilize sufficient resources and share the industrial risks
involved in innovative and costly programs, participants in
the aviation industry can form partnerships capable
of developing new technologies, products and services.
Accordingly, it is not unusual to find otherwise rival
companies joining forces on certain aviation programs.
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1.4 RESEARCH AND DEVELOPMENT

Safran is a high-technology group that offers high-value-added
products  and services. Technology and reliability
requirements are high, consistent with the highly critical nature
of the applications concerned. To meet these requirements,
Safran harnesses highly specialized advanced expertise in
many fields: mechanics, metals, composite materials, fuel and

propulsion systems, aerodynamics, combustion,
thermodynamics, electrics, electronics, sensors, signal
processing, digital technologies, modeling and simulation.

Research and technology (R&T) comprises all studies, research
and technological demonstrations needed to develop
expertise for a given product at the lowest possible risk and
cost and within the shortest possible timeframe.

Further downstream, research and development (R&D)
corresponds to product design, prototype manufacture,
development tests and certification tests showing that the
product meets customer specifications and applicable
regulations.

The Innovation Department spans R&T and R&D to nurture
the emergence of new developments using innovative
concepts and help Group companies identify, produce and

validate proof-of-concept demonstrators, thereby shortening
development lead times to meet time-to-market targets.

Around 16% of Group employees are involved in R&D activities.
Safran’s R&T and innovation projects are guided by
forward-looking considerations, and the substantial budgets
they draw are in line with the Group’s current or targeted
positions in its markets. Research, technology, innovation and
development are fundamental to the implementation of the
Group’s strategy, reflecting the importance attached to
preparing for the future and developing new products and
programs.

Under Safran’s R&T policy, each company in the Group
determines its own research program and concentrates on its
own objectives. In tandem, the Group is constantly working
to develop technology synergies.

1.4.1 Major technological focuses

1.4.1.1 Aircraft engine technologies

and new propulsion configurations

Reducing the carbon footprint of flying is a major priority for the
aviation industry. In 2008, the Air Transport Action Group
(ATAG)® set the highly ambitious objective of a 50% reduction
in CO, emissions by 2050 compared with 2005. Assuming a 5%
annual increase in air traffic, this comes down to a 90%
reduction in average emissions per passenger/km with respect
to 2015 conditions. The European air transportation industry is
currently aligned on the objective set under the European Green
Deal, which targets zero net emissions by 2050. If this objective
is to be reached, action on several fronts is needed: fleet
renewal with new-generation aircraft and incremental
enhancements; improvements in air traffic management and

Because of the health crisis, and its impact on the air
transportation sector, Safran had to adjust its R&D activity in
2020. Over the next three years, the national recovery plan
for the sector should enable the Group to sustain its R&T
effort in its priority areas, with the aim of stepping up
preparations for “green, digital and connected aircraft”. This
plans aims to bring a carbon-free aircraft into service by
2035, which means technological options must be clarified by
around 2025.

R&T operations are guided by roadmaps charting the
strategic challenges faced by Group companies (competitive
positioning sought at different timeframes, along with the
corresponding technological demonstrations and fulfillment
levers in terms of external partnerships and internal
synergies). The roadmaps are analyzed on an annual basis by
Group experts, who issue recommendations accordingly.

Safran Tech is the Group’s R&T center, located at the Saclay
high-tech cluster, France’s largest science and technology
campus, near Paris. The center’'s 500 or so employees are
split into six units, covering energy & propulsion, materials &
processes, sensor technologies & applications, electrical &
electronic systems, signal & information processing and
modeling & simulation. Safran Tech also runs platforms
specially equipped for developing next-generation materials
and processes: Safran Composites, Safran Additive
Manufacturing, Safran Ceramics and Safran Advanced
Turbine Airfoils, at a new Safran Tech site opened in 2019 in
Gennevilliers, near Paris. At this 3,000-sg.m. facility, with its
ultra-modern equipment, a team of around thirty engineers
and postgraduate students are working on developing the
technologies behind the very-high-performance turbine
blades of the future.

The Safran Tech center highlights the Group’s resolve to
intensify and pool R&T endeavors on major technological
breakthroughs. Safran Tech opens a new dimension, with an
emphasis on open innovation. Universities, public
organizations, industrial partners and innovative startups
work with Safran Tech teams in joint laboratories or on
shared platforms, forming a creative, connected, top-level
scientific campus open to the outside world.

operations; breakthrough technologies; and alternatives to
kerosene, along with reductions in other nuisances (noise, NOx,
particles). Safran is addressing these challenges and developing
the means needed for fulfilling its ambitions (see section 5.3.2).

Safran is a leading driver of change in the industry - due to its
position in many aircraft-system segments, including energy
systems - and demonstrated its commitment by dedicating
around 75% of its R&T budget in 2020 to improving the
environmental impact of air transportation. Its work chiefly
concerns propulsion, electrification, lightweight equipment
and sustainable fuels. Safran’s roadmap specifies contribution
to a technological breakthrough in the form of an aircraft
that consumes 30% to 40% less fuel by 2030-2035, to
achieve carbon neutrality by 2050.

(1) A non-profit organization representing all players in the aviation industry.
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Architecture and performance

The Group’s roadmap for the aircraft propulsion systems of
the future incorporates three technology stages:

m the first stage is the LEAP turbofan engine, with a very high
bypass ratio. For those modules under the responsibility of
Safran Aircraft Engines in CFM International, this stage
covers advanced technologies such as a highly innovative
lightweight fan made from composite materials and a high-
efficiency low-pressure turbine. The LEAP engine, which
came into commercial operation in 2016, brings major
improvements in line with the ACARE 2020® objective,
particularly in terms of fuel consumption. It has been
selected by Airbus for its A320neo, by Boeing for its
737MAX and by COMAC for its C919. R&T work is in
progress on long-term continuous improvement in engine
performance;

® the second stage is more ambitiously innovative, calling for
breakthroughs in engine architecture, through the
exploration of developments such as the open rotor
concept and faired architectures with very high bypass
ratios. These concepts are addressed by advanced research
under national and European programs such as the Clean
Sky Joint Technology Initiative. The open rotor program
culminated in a demonstrator, prizewinner in the propulsion
category of the 62nd Aviation Week Laureates in 2019;

m the third stage seeks to introduce low-carbon energy
sources. Demonstrations have already been performed
with biofuels in a mix with current fuel. Other scenarios
under examination concern synthetic fuels derived from
decarbonated hydrogen and propulsion concepts using
liguid hydrogen directly.

In connection with the national recovery plan for the
aerospace industry, work went ahead in 2020 on the
technological developments required by these engine
concepts and new energy initiatives. Demonstration phases
will be going ahead under the European Partnership on Clean
Aviation under the Horizon Europe program®.

Safran also cooperates with scientific and academic
institutions on groundwork in future aircraft propulsion
configurations. Partners here include ISAE-SupAero, through
the AEGIS® chair, ONERA®, Cranfield University in the
United Kingdom, and the Georgia Institute of Technology
(Georgia Tech) in the United States.

Helicopter turbine engines are subject to similar imperatives
requiring reductions in fuel consumption and environmental
impacts. Through its subsidiary Safran Helicopter Engines,
Safran has undertaken ambitious technology programs to
address future market needs. A number of technologies
developed under the TECH800 program have been adopted
on the Arrano engine, selected by Airbus Helicopters as the
sole source for its new H160. The Group’s technological
progress strategy is backed by work in close liaison with all
its customers to come up with innovative new engine
integration developments such as hybrid power architecture
concepts in drive systems.

(1) Advisory Council for Aeronautics Research in Europe.
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Scenarios considering the emergence of hybrid or even fully
electric propulsion are studied for smaller aircraft,
“commuters” or vertical take-off and landing aircraft (VTOL)
associated with new uses over short distances and in urban
areas. Evaluations and simulations are also being carried out
to examine how propulsion hybridization might contribute to
developments in groundbreaking propulsion configurations
for short- and medium-haul aircraft.

At the 2019 Paris Air Show, Airbus and Safran signed a letter
of intent (LOI) on joint work on new technologies capable
of significantly reducing CO, emissions and noise levels
of forthcoming vertical take-off and landing (VTOL)
platforms. A number of technology options will be explored,
including different electrification levels, more efficient gas
turbines, alternative fuels, and advanced engine architectures
capable of reducing turbine noise. This cooperation forms
part of preparations for the European research program,
Horizon Europe.

Materials and processes

The need to lighten planes, helicopters and their equipment
has led to increased use of composite materials. Safran
engines and equipment (whether nacelles, landing gear or
brakes) are characterized by heavy mechanical loads and a
more difficult environment than for other aircraft sections
such as airframes. To develop its composite materials
solutions, Safran set up the Safran Composites Center
(now part of Safran Tech) with resources and expertise in
organic matrix composites. Safran Ceramics, the center of
competence for these technologies, opened in 2018, provides
core expertise in thermostructural composites for aircraft
engines, a major technological challenge addressed by
substantial research efforts. This research, along with work on
new metal alloys, and on high-performance coatings
compliant with European REACh® regulations, is coordinated
by the Materials and Processes Department. The platform for
developing new monocrystalline casting techniques with
engine applications opened in 2019.

Safran gives priority importance to stepping up materials
research using data analysis and digital physics. The
application of statistical learning in mechanics opens up new
possibilities in the understanding of mechanisms and for
ultra-fast simulations of the properties of materials usage.
With this in mind, Safran founded the BIGMECA chair in 2019
with the Mines ParisTech engineering school, which will be
reaping the fullest possible benefit from combined academic
and industrial approaches.

Safran Seats develops its technological lead in materials
(plastics, composites, metals, fabrics, etc.) and implementation
processes. One important innovation focus in recent years is
on additive manufacturing. This brings new openings for the
design of products that are safer, more comfortable, easier to
use, easier to make, easier to operate, more reliable and lighter
in weight, which also means more efficient in terms of energy
consumption.

(2) Horizon Europe is the European Union’s framework program on research and innovation (R&1) for the period 2021-2027.

(3) Aero EnGine Innovative Studies.

(4) Office national d’études et de recherches aérospatiales (French National Aerospace Research Office).

(5) Registration, Evaluation and Authorisation of Chemicals.
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1.4.1.2 Electric technologies
and new power configurations

The move continues toward increased use of electrical
energy for aircraft systems and actuators. The movement,
which started with the A380 and Boeing 787 programs, will
be a defining characteristic of the next generation of short-
and medium-haul aircraft. The ultimate aim is overall aircraft
energy optimization, covering energy production and energy
consumption, for both propulsive and non-propulsive
functions. The breadth of its aircraft engine and equipment
expertise allows Safran to explore a huge spectrum of
solutions for making tomorrow’s aircraft more competitive,
in terms of performance, functionality and cost of ownership.

Expertise in aircraft electrical systems is rolled out through
Safran Electrical & Power and Safran Aerosystems, giving the
Group some of the best technologies in electricity generation,
conversion, distribution and transmission, thereby enabling it
to adopt a whole-system approach to aircraft electricals.

Optimization involves investigation into all forms of electricity
generation, from mechanical engine motion to auxiliary
power units (APUs) in hybrid solutions combining turbines,
fuel cells and batteries. This work involves several companies:
Safran Electrical & Power, Safran Power Units, Safran Aircraft
Engines and Safran Helicopter Engines. One of the units of
the Safran Tech innovation center focuses on developing
simulation systems for evaluating advanced global energy
and propulsive architectures.

Safran is involved in several technology programs alongside
airframers in a European or French context. Cooperation on
these programs takes various forms:

m academic cooperation, with fifteen or so CNRS®
laboratories and major research organizations such as
ONERA and CEA®;

® industrial partnerships, such as with Alstom (France),
Valeo (France) and Electricité de France (France), each
recognized as technology leaders in their sectors.

1.4.1.3 Digital technologies
and digital transformation

Industry 4.0

Design, production, maintenance and service tools and
resources benefit from Safran’s investments in digital
solutions such as augmented reality, robotics, imaging,
artificial intelligence and data use. These new applications
significantly improve operational performance in terms of the
cycle, cost and quality of high-tech products developed,
manufactured and rolled out by the Group. Digital solutions
also meet the demands of the Group’s customers, partners
and suppliers wishing to develop collaborative co-design
strategies and optimize their supply chain and maintenance
operations.

Automatic imaging solutions (based on machine learning)
developed by Safran Tech to inspect complex parts are
already used in the Group’s plants.

Additive manufacturing

Additive manufacturing provides an opportunity to improve
costs, cycles and performance for numerous engine and
aircraft equipment components, by reducing the number of
parts and components and introducing new methods of
optimizing design. Certification has already been obtained for
parts including fuel injector nozzles and combuster swirlers
for helicopter engines produced via selective laser melting,
whereby an assembly of 15 components can be replaced by a
single part. Safran Tech’s Safran Additive Manufacturing unit
has the resources to define different additive manufacturing
processes for metallic materials. These resources, along with
partnerships such as the one with Saclay’s Additive Factory
Hub and the specific program organization set up at Safran,
help accelerate the development of these processes for their
future use in serial production and repairs.

Safran has decided to centralize all its additive manufacturing
capabilities at a new Safran Additive Manufacturing Campus.
The new site under construction in Haillan, near Bordeaux in
France, will house all the Group’s operations in research,
industrialization and production of additive manufacturing
components, for optimally efficient rollout across all relevant
products.

Data processing

Innovation efforts are called for to address the growing role
played by services in the Group’s operations. Techniques
used to diagnose and forecast the condition of aircraft and
helicopter equipment and systems bring value for Safran
product users, as regards both operational considerations
(optimization of maintenance) and fleet management support
(evaluation of residual value). To address this need, Safran is
developing its Monitoring Services system for managing fleet
equipment operating data.

Big data extraction techniques offer promising development
opportunities. Here, the Safran Analytics teams at the Safran
Tech site will be stepping up rollout of more agile services,
better oriented to value creation for aircraft operators. Safran
Analytics has designed and rolled out its own big data
platforms to facilitate the Group-wide implementation of data
analytics solutions. One of the first services implemented on
analytics environments consists in rendering aircraft
trajectory data. This allows Group companies to gain a better
understanding of how Safran products are used by customers,
and thereby improve their performance.

Electronics, digital platforms and critical software

Given that onboard electronics technologies for harsh
environments are a central feature of many Group products,
Safran Electronics & Defense runs ambitious projects on
controller architectures featuring more efficient processors,
and on component packaging capable of withstanding the
higher temperature environments of future aircraft systems
(see section 1.2.2.5). In systems engineering, Safran is working
on process harmonization: a modern software development
workshop has been set up for Group-wide rollout.

(1) Centre national de la recherche scientifique (French National Center for Scientific Research).
(2) Commissariat a I'’énergie atomique et aux énergies alternatives (French Atomic Energy Commission).
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1.4.1.4 Navigation and autonomy
technologies

Air, land, sea, satellite and weapons navigation markets are
constantly evolving and expanding. Operational and
economic gains are sought by integrating mobile units into
cooperative groups, by increasing autonomy, and by ensuring
land-onboard continuum via secure links. Quests such as
these prove to be powerful drivers of renewed demand and
technological development. Safran is actively preparing the
shift to autonomous systems for civil and defense applications
based on technologies developed in optronic sensors, inertial
navigation, critical onboard electronic systems and image
processing and analysis. Specific research focuses on robust
and reliable artificial intelligence for autonomous functions,
working closely with the scientific community.

Safran’s approach relies strongly on breakthrough HRG®
technology, whose characteristics make it possible to design
and produce world-leading navigation equipment and
weapons at competitive costs. Through its subsidiary Safran
Electronics & Defense and the Safran Tech sensors unit, the
Group continues with the development of MEMS®-
technology accelerometers and gyrometers for portable
geolocation applications. With its prime expertise in high-
integrity navigation systems, Safran Electronics & Defense
leads the field in drone navigation.

Safran harnesses advanced optronics and ICT® to develop
innovations that will help the Group offer enhanced
operational efficacy to armies, navies and air forces. Optronics
needs range from imagers operating in one or more
wavelength bands through to full image processing systems
handling monitoring, detection, identification, fire control and
self-protection. Integrated battlefield perception and soldier
support solutions are developed using systems that couple
infrared sensor and light intensification technologies with other
functions such as geolocation and data analysis.

For infrared sensors, the Safran Group uses technologies from
Lynred, its joint venture with Thales, resulting from the
merger of Sofradir, French specialists in infrared cameras, and
its  subsidiary  Ulis, specialists in mircobolometers.
Interchange of infrared sensor technologies between the two
partners enables Lynred to offer one of the world’s largest

1.4.2 Technical and scientific partnerships

In  implementing its R&T strategy, Safran draws on
partnerships providing it with scientific and technological
expertise. Safran thereby meets the two prerequisites for
success: it identifies known and latent market needs through
customer contact, and it adopts an open approach to what is
an increasingly complex and multidisciplinary scientific and
technological environment.

(1) Hemispherical resonator gyro.
(2) Micro Electro Mechanical Systems.
(3) Information and Communication Technologies.
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product ranges in this field. To extend its technological
sources to other types of sensor and their integration in
intelligent systems, Safran is working in partnership with
Valeo on autonomous vehicle technologies. Safran and Valeo
are also behind a research chair at the Ecole des Mines
engineering school in Paris, and run a joint laboratory at the
Safran Tech complex in Magny-les-Hameaux, near Paris.

The use of sensors and artificial intelligence in an integrated
system resulted in eTracer, an autonomous vehicle
demonstrator for military applications which can transport
infantry equipment on the ground and navigate autonomously.
The demonstrator helped Safran win the Furious contract put
out for tender by the French Directorate General of Weapons
Procurement (DGA). This covers autonomous vehicles, small
land robots and a drone, laying the groundwork for
autonomous and collaborative combat systems under the
Scorpion modernization program. Proficiency in technologies
merging navigation and environment perception data also
enables the development of piloting assistance applications for
all types of aircraft.

1.4.1.5 Designing the cabin of tomorrow

Through system integration and optimization, the aircraft
cabin of the future will offer passengers enhanced comfort
and traveling experience. Safran innovations in aircraft cabins,
developed at its Safran Cabin Innovation (SCI) design studio
in Huntington Beach (California, United States), go beyond
the classic measures on reducing the cost and weight of
aircraft equipment. Through Safran Cabin Innovation, the
Group offers its customers opportunities for improving sales
(by adding seats capable of generating revenue or providing
new services), offering an improved passenger experience
(with a more spacious and comfortable cabin, new features,
etc.), and creating or enhancing brand image (through
distinctive service, design and products).

Safran also develops innovative solutions for automating
ground operations (bunkering and cabin preparation) prior to
take-off and in flight prior to landing. Other capabilities
offered by connected equipment include monitoring and cost
reduction.

In 2009, Safran created a scientific council, currently chaired
by Professor Mathias Fink, which brings together nine leading
international scientists with expertise in all the key scientific
disciplines underlying Group businesses. This council meets
every three months and issues recommendations on the
structure and quality of the scientific partnerships.

2020 UNIVERSAL REGISTRATION DOCUMENT SAFRAN I

83




84

PRESENTATION OF THE GROUP

Research and development

For the first R&T levels, Safran has developed a network of
scientific partners in France in the university and applied
research sectors. Safran implements framework agreements
with ONERA, CEA and CNRS, which offer access to the best
in French scientific research. The Group has long-term
partnerships with many research and higher education
organizations, some of whose laboratories form valuable
external research hubs. These partnerships also help Safran
recruit leading talents: Safran finances work on around 160
training-through-research (CIFRE) and technology research
diploma (DRT) courses, runs several international thematic
networks on key issues in aerodynamics, combustion, noise
reduction, mechanics, digital technology, etc., and backs a
dozen ANR (French National Research Agency) industrial
research chairs plus four scientific sponsorship chairs. In
2020, Safran helped to found the TOPAZE industrial chair in
nickel-based superalloys for aircraft engines, and the OPALE
joint laboratory research chair with CEMEF-Mines ParisTech
and Institut P’, working on the optimization of mechanical
properties by microstructure controlling. With the IRCER
Institute of Ceramics Research in Limoges, Safran also
contributed to setting up the PROTHEIS joint laboratory
working on dry coating deposition processes. In 2020,
a new research framework agreement was signed with the

1.4.3

Innovation is at the heart of Safran’s strategy. The
competitiveness of its products is largely based on the
successful integration of technological innovation or
adjustments, providing the customer with industry-leading
performances. Safran’s ability to produce breakthrough
technological innovations is amply demonstrated across a
huge breadth of sectors, such as electric taxiing, composite
fan blades and hemispheric resonator gyros (HRGs). A proof-
of-concept approach involving close liaison across Group
companies affords an efficient and high-performance
organizational structure for managing innovation, typified by
the high-potential projects run by the Innovation Department.
Safran also develops cooperative innovation with its suppliers
and with startups working with the Group. The capacity to
identify then implement efficient cooperative operations with
outside partners helps Safran integrate best practices in order
to offer innovative and mature solutions within short lead times.

The development of technical expertise is also key to
preparing for the technological challenges of tomorrow. A
process has been set up to determine companies’ expertise
needs Group-wide and thereby plan ahead for renewals and
training of new experts.

Intellectual property is a fundamental component of Safran’s
asset portfolio. The development and protection of intellectual
property is increasingly important given the growing trends
toward market globalization and intensifying competition.
Intellectual property responds to operational imperatives by
strengthening and securing Safran’s positions. The creative
and innovative ability of teams, and the special attention given
to protecting intellectual property, are demonstrated by the
number of patents filed in 2020: 1,050 first patent applications

Innovation and intellectual property

Centrale Supelec school, a Safran partner in research areas
including combustion, systems engineering and automation.
Safran was actively involved in the foundation of three IRT
centers®. It is also a major participant in several
competitiveness hubs, including Aerospace Valley and ASTech.

Safran plays an active role in European Union bodies and
programs. Since 2008, Safran has been closely involved in
establishing the Clean Sky Joint Technology Initiative, bringing
together the leading players in aviation R&D along with the
European Commission in a demonstration program on
airframes, engines and systems. In 2020, Safran worked on
setting up the European Partnership on Clean Aviation, which
takes over from Clean Sky 2 for the period 2021-2028 under
the EU Horizon Europe program. Safran helped to prepare the
strategic research and innovation agenda (SRIA) on this
program, approved by all private-sector participants in 2020.

The intellectual property related to this cooperative work is
defined contractually at the beginning of projects between
partners. The general principle is that the intellectual property
belongs to the partners who performed or co-financed the
work, and, at the very least, Safran receives rights of use in its
own field.

worldwide. This places Safran among the front-runners for
patents filed with INPI, the French patents office®. Through
constant effort, with the support of all stakeholders, Safran
continues to develop its patents portfolio, which protects
close to 12,000 inventions covered by more than 45,000
intellectual property rights around the world, bolstering
Safran’s position in its areas of business.

In addition to patent protection, because of Safran’s
international reach and extensive partnership involvement, the
Group gives great importance to ensuring close control over
technology transfers and defining precise policy on the matter.

Some transfers are essential for market access reasons.
Technologies for transfer, which do not belong to Safran’s core
technology portfolio, must be clearly identified, accurately
valued, and covered by carefully structured long-term
partnership arrangements. Under no circumstances may such
partnerships restrict the Group’s capacity for technological
differentiation in the future.

Dependence

Safran has not identified any dependence on patents,
licenses, industrial, commercial or financial contracts or new
manufacturing processes likely to have a material impact on
the Group.

There are risks of production delays and cost penalties for
Safran in the event of supplier or partner shortcomings, as set
out in section 4.3.2.4, “Supplier and partner risks” of this
Universal Registration Document.

(D) Instituts de recherche technologique (technology research institutes formed under France’s PIA Investments for the Future

Program).

(2) Third in INPI ranking, June 2020 (for patents filed in France in 2019).
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1.4.4 Safran Corporate Ventures and relations with innovative companies

Safran Corporate Ventures is a Safran subsidiary responsible

for financing innovative companies that have developed

breakthrough technologies or business models in the

aerospace and defense industries. In line with the Group’s

strategy on innovation and transformation, Safran Corporate

Ventures seeks primarily to support innovative startups in the

following fields:

m decarbonization of the aerospace industry (electrification
and hybridization, alternative fuels or hydrogen);

® Industry 4.0 (non-destructive testing, augmented reality,
Internet of Things for industry, robotics/cobotics, additive
manufacturing and cybersecurity in industry);

® onboard components (critical onboard electronics,
onboard software, connectivity, onboard energy, thermal
management, electric hybridization and cybersecurity);

® new and advanced materials (nanotechnologies, surface
treatment processes, composites, ceramics and advanced
manufacturing processes);

B new services and business models (data analytics, on-
demand aviation, new maintenance modes, co-design and
collaborative engineering);

B passenger experience and connected cabins;

® new markets and platforms (civil drones, non-conventional
vertical take-off and landing aircraft [VTOL] and new
transportation modes).

Safran Corporate Ventures goes beyond financing to offer

valuable development support to innovative and agile

startups, working in close liaison with teams Group-wide:

® access to an international network of leading experts in
Safran’s areas of business;

m commercial and industrial exposure to Safran companies
worldwide;

® implementation of commercial and
agreements with Safran entities.

development

Safran Corporate Ventures has invested in 11 tech companies
since its formation in 2015, ten of which are still in its
portfolio. Because of the health crisis and its economic
impact, Safran Corporate Ventures made no new investment
in 2020.

However, it continued to support the companies in its
portfolio and took part in refinancing Outsight®.

In 2020, Safran Corporate Ventures also contributed to half a
dozen partnerships or demonstrators between Group
companies and innovation-oriented startups. It also contributed
to the dedicated aerospace fund “ACE Aéro Partenaires”, which
is now operational with an initial investment in a group that
specializes in manufacture of presses and machines, and
complex mechanical parts for major players in the aerospace
industry, including Safran.

1.4.5 Research and development expenditure

Including the portion funded by customers, the total
expenditure on Research, Technology and Development
(RTD) was approximately €1.2 billion in 2020, representing
7% of revenue. Because of the health crisis, RTD expenditure
fell in line with the fall in Group revenue. RTD operations in
France amounted to €924 million, representing 76% of overall
RTD expenditure.

(in € millions)

The self-funded RTD effort before research tax credit, of
€864 million, was 35% down on 2019, represented 71% of
overall RTD, and broke down as follows:

m development: 56% (aircraft programs, aircraft interior fittings,
aerosystems, helicopter engines, avionics and defense);

m R&T: 39%;
m other: 5%.

2019 2020

Total R&D

Portion of expenditure funded by customers
Self-funded RTD

% of revenue

Research tax credit

Self-funded RTD after research tax credit
Capitalized expenditure

Amortization and impairment of R&D expenditure®
Impact on recurring operating income

% of revenue

(1,725) (1,213)
388 349
(1,337) (864)
5.4% 5.2%
166 149
1,171) (715)
325 279
(270) (320)
(1,16) (756)
4.5% 4.6%

(D Excluding non-recurring items.

Capitalized R&D was €279 million compared with €325
million in 2019. Capitalized R&D was €46 million down on the
2019 figure, and amortization and impairment of capitalized
R&D was €320 million, up from €270 million in 2019.

The impact on recurring operating income of expensed R&D
was €756 million compared with €1,116 million in 2019. R&D
expensed in recurring operating income fell by €360 million.

(1) Outsight is a French-American-Finnish company that develops semantic cameras for autonomous vehicles.
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1.5 INDUSTRIAL INVESTMENTS

1.5.1

Safran is an established industry reference and a major
participant in its core businesses of aerospace and defense.

This demand for performance and innovation, which is central
to the success of Safran’s products and services worldwide, is
also present at the level of the Group’s plants. Working with
the Industrial Management Department, companies focus their
investments and organization on adapting production sites,
preparing for tomorrow’s industrial challenges, and developing
competitive advantages: expertise in new production
technologies, supply chain upgrades, and upskilling.

Through its constant drive for innovation and excellence,
Safran stands as one of Europe’s leading groups in the
concrete implementation of technologies and processes
driving the digital transformation of industry. Throughout
2020, Safran continued to roll out its Factory of the Future
project at an appropriate pace across the 49 production lines
identified in 2018, of which 24 were operational by the end of
the year. These production lines cover manufacturing,
assembly and repair operations, implementing advanced
digital solutions that now constitute Safran standard practice.

Work on standardization and rollout continued at an

appropriate pace:

® companies brought in by the consolidation of Zodiac
Aerospace (Safran  Aerosystems, Safran Passenger
Solutions and Safran Seats) put together a work plan on
digital developments. To accelerate the implementation of
this plan, they will benefit from work carried out and
methods implemented since 2018 under the Factory of the
Future project;

m the schedule on equipment connectivity, and the use of
industrial data from Safran companies’ manufacturing
operations, were confirmed as components of the
medium-term plan:

e three pilot projects were set up at Safran Aero Boosters
(Milmort, Belgium), Safran Nacelles (Le Havre, France), and
Safran Landing Systems (Bidos, France) in March 2020.
Partners for rollout were chosen, with implementation set
for early 2021,

e Safran Aircraft Engines, one of companies furthest ahead
here, continued work on connecting 150 machines at
three facilities, and defining standard practices on
industrial data storage and usage. The implementation of
a system for automated processing of manufacturing
deviations marks a further technological step forward in
the interlinking between definition and manufacture. At
the same time, rollout is under way for a system, the first
of its kind in the world, for managing product lines and
nomenclatures. Rollout will be completed in 2027;

(1) Industry of the Future training center, in Bondoufle, near Paris.
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m the INCCA (Digital Inspection of Critical Aerospace
Components) project started in March 2020 aims to
develop and roll out standard digital solutions to phase out
chemical and visual inspections. This is Safran’s first
industrial R&T program financed by the French Directorate
General for Civil Aviation (DGAC) under the national
aerospace industry recovery plan. These systems will be
using the latest developments in image processing;

m developments in business function definitions and
industrial skills, along with the corresponding training
plans, are planned with Safran University and
CampusFab®.

Advances in additive manufacturing provide a good example

of Safran’s expertise in Factory of the Future technologies.

Work on the Safran Additive Manufacturing Campus is

continuing:

m construction of the Group’s future additive manufacturing
site began in spring 2020. Structural works have reached
completion on the area housing operating activities and
are two-thirds complete for the services area;

® modularity was an architectural keynote on this project,
because Safran is well aware that additive manufacturing
faces broad development prospects. The metallic structure
of the production process area offers large volumes
capable of accommodating flexible layouts, readily
reconfigurable to changes in processes and equipment;

m like all of the Group’s new facilities, the Additive
Manufacturing Campus was eco-designed for minimum
carbon emissions and the smallest possible ecological
footprint for the activities undertaken there. It features a
highly efficient waste filtration system, and a heat recovery
system to reduce direct energy consumption;

m flows were designed to optimize circulation of parts and
use of the costly industrial machinery: 3D printers and
post-production machines (cleaning, heat treatment,
surface treatment, machine, testing, etc.). All these
systems will be connected, to provide data that will be
used to continuously fine-tune process control and thereby
the quality of the parts produced.

Safran’s steadfast commitment to innovation and excellence is
also apparent in its supply chain transformation endeavor.
Control over physical flows of parts and subassemblies is a key
factor in working towards Safran’s commitments on increased
customer satisfaction and reduced inventory levels and work-
in-progress. In 2020, more than 50 supply chain improvement
projects were launched across all Group companies, and
Safran is proceeding with wide-scale rollout of AirSupply (on
the BoostAeroSpace supplier community hub).



1.5.2 Main industrial investments

Safran’s industrial investments totaled €449 million in 2020.
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These investments are intended to prepare the Group for substantial growth in business, and the industrial upgrades needed for

new programs.

Geographic area (in € millions)

2019 2020

France 413 304
Europe (excluding France) 78 45
Americas 146 76
Asia and Oceania 45 14
Africa and Middle East 13 10
TOTAL 695™ 449

(D Net of the cash inflow from the disposal of a tertiary property complex in the Paris region.

In 2020, a number of Safran’s industrial investments were
postponed or canceled owing to the situation faced by the
aerospace sector and global industry (Covid-19 pandemic and
prolonged grounding of the Boeing 737MAX fleet).

The main project maintained was that of Safran’s Additive
Manufacturing Campus in Haillan near Bordeaux, which will
bring together all additive manufacturing skills at a single
facility. The specific aims are:

m to step up Safran’s capabilities in a technology whose
added value extends to beyond 3D printing to all upstream
and downstream operations (research, design, production,
post-treatment and product testing);

m to achieve economies of scale by switching to full-scale
optimized industrial production, from a prototyping-only
activity scattered across different Group companies.

Other projects include:

® modernization of the Safran Helicopter Engines turbine
disks line at Bordes (Pyrénées-Atlantiques);

m compliance upgrade for surface treatment installations at
Montlucon (Allier) for Safran Electronics & Defense, and
Molsheim (Bas-Rhin) for Safran Landing Systems;

m renovation of test benches at Bordes (Pyrénées-
Atlantiques) and in Australia, for Safran Helicopter Engines;

®m ongoing construction work on a new Safran Aircraft
Engines facility making turbine parts in Hyderabad (India);

m relocation of the turbine blades facility in Guiyang, China
for Safran Aircraft Engines.
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1.6

Safran’s headquarters are located in Paris, France.

SITES AND PRODUCTION PLANTS

The table below lists the Group’s sites by main type of site activity, at December 31, 2020.

Figures and locations shown correspond to consolidated companies, as defined in section 3.1, Note 37 of this Universal

Registration Document.

Main activities at Safran sites

Safran Group sites at Service/ Commercial/ Total

December 31, 2020 R&D/production maintenance administrative sites” Owner?

Safran Aircraft Engines 14 13 4 31 12 19
Safran Helicopter Engines 7 10 - 17 7 10
Safran Ceramics 5 - 1 6 1 5
Safran Aero Boosters 2 - - 2 1 1
Safran Landing Systems 10 n 1 22 13 9
Safran Electrical & Power 32 10 3 45 9 36
Safran Passenger Solutions 9 2 3 14 2 12
Safran Transmission Systems 2 - - 2 2 -
Safran Nacelles 6 2 - 8 6 2
Safran Electronics & Defense 36 2 7 45 16 29
Safran Aerosystems 18 10 1 29 9 20
Safran Cabin 24 2 2 28 4 24
Safran Seats 10 2 1 13 2 n
Safran 2 - 7 9 4 5
Other 1 - 4 5 - 5
TOTAL 178 64 34 276 88 188

(D Each site corresponds to a legal entity, covering one or
maintenance purposes.
(2) Including six sites under finance leases.

The Group historically owns its major and strategic
production sites, and tends toward rental of its other sites.

The bulk of Group R&D work is carried out at its main
production sites. For this reason, the table shows “R&D” and
“production” in the same column.

Because of the diversity of Safran’s operations, the notion of
“production capacity” does not apply.

In 2020, construction work continued on the Safran Additive
Manufacturing Campus in Haillan, near Bordeaux, and on a
new Safran Aircraft Engines facility making turbine parts in
Hyderabad (India).
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more sites that may be used for tertiary, production, services or

In addition, the following sites were opened in 2020:

® new facility making primary mirror segments for the ELT,
in Poitiers (Vienne);

® new Safran Helicopter Engines industrial campus in Tarnos
(Landes), at a ceremony attended by the French Defense
Minister;

® new Safran Cabin facility in Chihuahua (Mexico).

Environmental factors liable to influence the Group’s use of
its property, plant and equipment are presented in section
5.3. Safran has drafted Health, Safety and Environment (HSE)
guidelines that enable it to assess the compliance of its
property, plant and equipment, and its operations, with HSE
regulations. It also regularly conducts self-assessments and
audits.
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1.7 SAFRAN PERFORMANCE AND QUALITY POLICY

Safran has an ambitious quality policy targeting three main goals:
m flight safety;

m customer satisfaction;

® continuous progress in performance.

This policy involves a permanent drive on innovation,
continuous improvement and risk control. It is based on
Group-wide methods and tools derived from shared
experience and best practices across all Group companies.

Safran is pushing ahead with its One Safran initiative,
launched more than five years ago with the purposes of
developing Group-wide take-up of a common corporate
management system and performance indicators and
deploying operational excellence, in order to ensure product
quality and reliability. The initiative involves building on best
practices and extending them throughout the Group.

A major step forward was taken in 2018 with the adoption of
the Develop process, to run alongside the program-steering
system in operation for several years now.

The Develop process brought improvements in areas such as
development preparatory stages, system architecture, product
industrialization, and regular reviews run by recognized
independent experts in specific projects. A development
program is punctuated by nine Master Engineering Reviews
covering all aspects of the process (design, production release,
and preparation for support and services). This system
includes the requirements of the aerospace industry’s
authoritative AS/EN9145 Advanced Product Quality Planning
standard.

Global program management also extends to suppliers,
whether working on a build-to-specification basis (meaning
they design their products themselves) or a build-to-print
basis (meaning they manufacture to Safran specifications or
external standards).

Safran’s suppliers undergo a rigorous selection and approval
process. Decisions to award new supply or development
contracts are taken collectively by a Supplier Selection
Committee spanning industrial, quality and purchasing
functions. Suppliers are regularly audited and monitored by
some 600 supplier quality assurance managers, responsible
for ensuring day-to-day quality of all products purchased.
The supplier quality assurance managers are backed by a
team of nearly 300 supplier performance managers, who
measure suppliers’ quality and delivery-time performance and
ensure progress plans are properly implemented.

The rules that Safran applies to its suppliers are laid down in
its general purchasing conditions, in the general quality
requirements set out in the SAFe (“SAFran exigences”,
French for requirements) document, and in product-specific
documents. SAFe includes international quality standards, to
further standardization throughout the aerospace supply
chain. The 2020 version of SAFe, which will be issued to
suppliers in early 2021, will extend the APQP (Advanced
Product Quality Planning) requirements, strengthen rules on
prevention and remediation of quality deviations, clarify
design requirements for build-to-spec suppliers and ensure
suppliers’ personnel are familiar with Safran’s ethics
whistleblowing system (safran@alertethic.com). SAFe also
includes Safran’s Responsible Purchasing Charter.

(D International Aerospace Quality Group.

Safran companies are certified to AS/EN 9100. Certifications
are managed on the IAQG® public database (OASIS)®, so
that certification status is accessible to all order givers. All
AS/EN 9100 audits went ahead in 2020, despite travel
difficulties, and results were satisfactory. A total of 83
companies (including Safran-controlled subsidiaries) are
certified to AS/EN 9100. Some companies also hold
additional approvals for their repair station (AS/EN 9110) and
distribution center (AS/EN 9120) businesses.

Certification involves phase-in of Group-wide One Safran
processes. Safran also sits in the working groups or
management teams of international aerospace industry
quality bodies (IAQG, Nadcap®), making active contributions
to forthcoming updates of existing quality standards and
release of new standards on emerging aerospace industry
matters (through ASD®), in liaison with civil aviation
authorities. All these activities help to harmonize the
aerospace industry supply chain, to strengthen safety culture
and to improve product quality.

Safran also operates a Safety Management System to
preemptively identify risks liable to jeopardize the safety of
its products, and to take remedial action, before they can
have a negative impact on its customers or business. It is
accordingly committed to developing proactive response
capability across all fields. To this end, each of the Group’s
companies undertakes to hold and maintain product
certificates and approvals issued by the relevant authorities
for its design, production and maintenance operations. All
these actions contribute to upholding a solid climate of trust
between Safran, its customers and authorities.

Each of the Group’s companies also runs its own action plans,
tailored to its own particular business context, on improving
product quality and safety. This priority measure applies at all
levels, from Group executive management to in-the-field teams.

Since mid-2016, Safran has been running operational
excellence workshops, drawing upon standards defined for
the whole Group, with the aim of engaging teams in rapid-
action progress plans over a period of up to 16 weeks. The
workshop objectives are consistent with the operational
needs in each particular sector, on improvements in quality,
productivity, customer service rates, repair cycles for MRO®
operations, or significant optimizations in program
management, development, supply chain, etc. Close to 1,500
workshops have been launched and some 1,200 completed.
More than 90% of these workshops brought double-digit
performance improvements on key indicators corresponding
to the operational needs of each sector. More than 20,000
employees, across all company sectors, have taken part in at
least one of the workshops. In industrial production, more
than 780 workshops have been conducted, and some teams
have already run up to five or six in their specific sectors. To
anchor One Safran more firmly in Group practices, One Safran
standards feature in the job training courses given at Safran
Corporate University, further contributing to customer trust.
Some One Safran workshops are run jointly by Safran with its
customers. An example of this is the One Team workshops in
which Safran teams at the customer’s assembly facilities work
together with the operational managers of these lines at the
customer’s site.

(2) Online Aerospace Supplier Information System. portal for information on aerospace quality management certifications, auditors

and audit results.

(3) National Aerospace and Defense Contractors Accreditation Program.

(4) Aerospace and Defence Industries Association of Europe.
(5) Maintenance, repair and overhaul.
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PRESENTATION OF THE GROUP

Safran performance and quality policy

Performance improvement endeavors continued through
2020, with ongoing expressions of confidence in and
appreciation of Safran teams’ customer relations, attention
and response times. Regular contact between Safran quality
teams and major airframers has been set up to afford a more
global vision of performance and joint action plans, in
addition to the operational vision existing between individual
Group companies and their customers.

Work on the key focuses of Safran’s progress initiative, known
as Safran+ since 2009 and enhanced with the arrival of One
Safran, continued to bring performance improvements
throughout the Group. To embed this improvement, Safran+
defines key areas for progress, sets targets and suggests
possible methods. Safran+ is based on a solid network with
centralized organization, and deployed within all of the
Group’s entities. This network facilitates the implementation of
improvement initiatives, either created by the Group and
applicable to all of its companies, or created by the companies
themselves for their own internal use. These initiatives may
involve either continuous improvement or disruptive projects
put forward and coordinated by the Group.

Quality performance and policy draw on a deep-rooted Lean
Sigma® culture and on networks of quality, progress and
business-line teams working together to fulfill the Group-wide
quality vision: “to be the customer’s preferred supplier”.

Safran+ encompasses a number of permanent and cross-
functional initiatives, which continued through 2020:

®m participative innovation initiatives enabling employees in all
sectors to put forward ideas for improving their companies’
performance. More than 109,000 employee ideas were
applied across all the Group’s business sectors in 2020;

® Lean Sigma, with Green Belts, Black Belts and Master Black
Belts driving the Group’s transformation through a structured
and standardized project management approach;

® QRQC®, initially developed across technical and industrial
fields in all Group companies, and now being phased in
across support functions as well.

Most projects target at least one of the following objectives:

m increase in customer satisfaction;

® operational and economic improvement;

m efficacy of the company’s operational processes;

m development of employees’ skills and understanding.

The managers of the companies concerned report regularly on

Safran+ progress to Group Executive Management at annual
field reviews.

The savings achieved by the Safran+ initiative in 2020 break
down as follows:

£2%

13% Internal share

Non-production costs of production costs

10%
Sales
development
@

35%
Sourced share
of production costs

(D) Lean Sigma combines Lean (with tight matching to needs expressed by the customer) and Six-Sigma (methodology for

controlling process variability).

(2) Quick Response Quality Control is @ management method based on everyday performance monitoring and rapid, robust

problem-solving at appropriate management levels.
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REVIEW OF OPERATIONS IN 2020 AND OUTLOOK FOR 2021

The impacts of the pandemic on the Group’s businesses affect the whole income statement and balance sheet and not just

individual line items.

I 2020 ADJUSTED KEY FIGURES

Aircraft Equipment,

Defense and Holding company and
Aerospace Propulsion Aerosystems Aircraft Interiors other Total

(in € millions) 2019 2020 2019 2020 2019 2020 2019 2020 2019 2020
Revenue 12,045 7,663 9,256 6,893 3,321 1,922 18 20 24,640 16,498
Recurring operating income

(loss) 2,485 1,192 1,209 687 188 174) (62) 19) 3,820 1,686
Profit (loss) from operations 2,478 1,035 1,188 454 182 (2406) as) (23) 3,833 1,220
Free cash flow® 1,125 796 706 811 m (377) 153 (157) 1,983 1,073
Acquisitions of property, plant

and equipment® 376 219 292 167 60 31 (33) 31 695 449
Self-funded R&D 573 334 527 357 237 173 N/A N/A 1,337 864

(D Free cash flow represents cash flow from operating activities less any net disbursements relating to acquisitions of property,

plant and equipment and intangible assets.
(2) Net of proceeds from disposals.

The Covid-19 pandemic severely disrupted all of the Group’s
businesses in 2020, with both original equipment and services
impacted by the stark decline in air traffic and airline companies’
financial difficulties.

Aerospace Propulsion:

m sharp decrease in sales of OE engines: shipments of LEAP
engines were down 53% at 815 engines delivered in 2020
(versus 1,736 shipments in 2019), while CFM56 engine
shipments dropped to 157 in the year from 391in 2019;

m contraction in the spare parts and services market. The
indicator used to track the civil aftermarket (expressed in
USD) was down 43% year on year;

® contained sales decline in helicopter turbines, and services
levels close to 2019;

m military activities supported by sales of spare parts.

Aircraft Equipment, Defense and Aerosystems:

m OE sales down 25% year on year for landing and aircraft
systems, engine systems and equipment, and electrical
systems and engineering;

m services down 30% versus 2019;

m growth in Defense activities.

Aircraft Interiors:

m OE activities (Seats, Cabin and Passenger Solutions) down
40% versus 2019;

m services relating to spare parts and MRO® activities 47%
lower year on year. By prioritizing a safe working
environment for employees and partners and thanks to
collective efforts, Safran has avoided any major disruption in
production.

(1) Maintenance, repair and overhaul.
(2) Excluding purchases and including R&D expenses.

I SAFRAN 2020 UNIVERSAL REGISTRATION DOCUMENT

In response to the new environment, Safran promptly launched
and implemented an adaptation plan. At end-December 2020,
the Group had achieved all of the goals set in April:

m workforce was adjusted to around 79,000 at the end of
2020, a 17% decrease in permanent employees and a 21%
decrease including temporary staff;

m industrial footprint was streamlined within Aircraft Interiors,
Electrical & Power and Nacelles, with four site closures, three
transfers of production and about ten restructuring plans;

® purchasing programs were scaled back: a decrease of 43%
in raw materials and supplies expenses and of 48% in sub-
contracting expenses. As a result, inventories and work-in-
progress were reduced by €1.2 billion between June and
December;

® investment commitments were reduced by 67% in 2020,
exceeding the 60% reduction objective;

m R&D expenses were reduced by 35% in 2020, exceeding
the 30% reduction objective;

m operating costs® were reduced by 25%, exceeding the
20% target at year-end.

Thanks to the work done by all Safran’s employees and in all
divisions, the Group maintained profitability at around 10% and
free cash flow generation at above €1 billion in 2020, as guided.
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Comments on the Group’s performance in 2020 based on adjusted data and outlook for 2021

2.1 COMMENTS ON THE GROUP’S PERFORMANCE IN 2020
BASED ON ADJUSTED DATA AND OUTLOOK FOR 2021

2.1.1

Foreword

To reflect the Group’s actual economic performance and enable
it to be monitored and benchmarked against competitors,
Safran prepares an adjusted income statement in addition to its
consolidated financial statements.

Readers are reminded that Safran:

® is the result of the May 11, 2005 merger of Sagem and
Snecma, accounted for in accordance with IFRS 3, “Business
Combinations”, in its consolidated financial statements;

B recognizes, as of July 1, 2005, all changes in the fair value of
its foreign currency derivatives in “Financial income (loss)”,
in accordance with the provisions of IFRS 9 applicable to
transactions not qualifying for hedge accounting (see
section 3.1, “Accounting policies”, Note 2.f).

Accordingly, Safran’s consolidated income statement has
been adjusted for the impact of:

m purchase price allocations with respect to business
combinations. Since 2005, this restatement concerns the
amortization charged against intangible assets relating to
aircraft programs remeasured at the time of the Sagem-
Snecma merger. With effect from the first-half 2010 interim
financial statements, the Group decided to restate:

Reconciliation of consolidated data with adjusted data

e the impact of purchase price allocations for business
combinations, particularly amortization and depreciation
charged against intangible assets and property, plant and
equipment recognized or remeasured at the time of the
transaction and amortized or depreciated over extended
periods due to the length of the Group’s business cycles,
and the impact of remeasuring inventories, as well as

e gains on remeasuring any previously held equity interests
in the event of step acquisitions or asset contributions to
joint ventures;

m the mark-to-market of foreign currency derivatives, in
order to better reflect the economic substance of the
Group’s overall foreign currency risk hedging strategy:

e revenue net of purchases denominated in foreign
currencies is measured using the effective hedged rate,
i.e., including the costs of the hedging strategy,

e all mark-to-market changes on instruments hedging
future cash flows are neutralized.

The resulting changes in deferred tax have also been adjusted.
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REVIEW OF OPERATIONS IN 2020 AND OUTLOOK FOR 2021

Comments on the Group’s performance in 2020 based on adjusted data and outlook for 2021

Reconciliation of the consolidated income statement with the adjusted income statement

The impact of these adjustments on 2020 income statement items is as follows:

Currency hedges Business combinations
Amortization of
2020 intangible assets ~ PPA impacts -

RIIEICIE Remeasurement  Deferred hedging from Sagem-  other business
(in € millions) iEle]  of revenue” gain/loss?  Snecma merger®  combinations”!
Revenue 16,631 (133) - - - 16,498
Other recurring operating income and expenses (15,286) [©) 5 46 340 (14,896)
Share in profit from joint ventures 48 - - - 36 84
Recurring operating income 1,393 (134) 5 46 376 1,686
Other non-recurring operating income and
expenses (466) - - - - (466)
Profit from operations 927 (134) 5 46 376 1,220
Cost of net debt (58) - - - - (58)
Foreign exchange gain/loss (257) 134 216 - - 93
Other financial income and expense 42) - - - - 42)
Financial income (loss) (357) 134 216 - - (7)
Income tax expense 84) - (58) 4) (78) (334)
Profit for the period 386 - 163 32 298 879
Profit for the period attributable to non-
controlling interests (34) - - m - (35)
PROFIT FOR THE PERIOD ATTRIBUTABLE TO
OWNERS OF THE PARENT 352 - 163 31 298 844

Readers are reminded that only the consolidated financial
statements set out in section 3.1 of this Universal Registration
Document are audited by the Group’s Statutory Auditors. The
consolidated financial statements include the revenue and
operating profit indicators set out in the adjusted data in
section 3.1, Note 5, “Segment information”.

Reconciliation of profit from operations with EBITDA

Adjusted financial data other than the data provided in
section 3.1, Note 5, “Segment information” are subject to the
verification procedures applicable to all of the information
provided in this Universal Registration Document.

The reconciliation of profit from operations with EBITDA is as follows:

Currency hedges Business combinations
Amortization of
2020 intangible assets ~ PPAimpacts -

WROIEICIE  Remeasurement  Deferred hedging from Sagem-  other business
(in € millions) data of revenue” gain/loss®  Snecma merger®  combinations®
Profit from operations 927 (134) 5 46 376 1,220
Net recurring charge to depreciation,
amortization, impairment and provisions 1,361 - 5) 46) (340) 970
Net non-recurring charge to depreciation,
amortization, impairment and provisions 286 - - - - 286
EBITDA 2,574 (134) - - 36 2,476

() Remeasurement of foreign-currency denominated revenue net of purchases (by currency) at the hedged rate (including
premiums on unwound options) through the reclassification of changes in the fair value of instruments hedging cash flows

recognized in profit or loss for the period.

(2) Changes in the fair value of instruments hedging future cash flows that will be recognized in profit or loss in future periods (a
positive €216 million excluding tax), and the impact of taking into account hedges when measuring provisions for losses on
completion (a positive €5 million at December 31, 2020).

(3) Cancellation of amortization/impairment of intangible assets relating to the remeasurement of aircraft programs resulting
from the application of IFRS 3 to the Sagem-Snecma merger.

(4) Cancellation of the impact of remeasuring assets at the time of the Zodiac Aerospace acquisition for €304 million excluding
deferred tax and cancellation of amortization/impairment of assets identified during other business combinations.
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Comments on the Group’s performance in 2020 based on adjusted data and outlook for 2021

The impact of these adjustments in 2019 was as follows:

Currency hedges Business combinations
Amortization of
2019 intangible assets  PPA impacts - 2019

consolidated Remeasurement Deferred hedging from Sagem-  other business adjusted
(in € millions) data of revenue® gain/loss?  Snecma merger®  combinations®! data
Revenue 25,098 (458) - - - 24,640
Other recurring operating income and expenses (21,438) 9 (©) 51 354 (21,025)
Share in profit from joint ventures 164 - - - 41 205
Recurring operating income 3,824 449) m 51 395 3,820
Other non-recurring operating income and
expenses 13 - - - - 13
Profit from operations 3,837 (449) m 51 395 3,833
Cost of net debt (33) - - - - (33)
Foreign exchange gain/loss (283) 449 (175) - - 9
Other financial income and expense 47) - - - - “47)
Financial income (loss) (363) 449 (175) - - (89)
Income tax expense (962) - 60 13) 97) (1,012)
Profit for the period 2,512 - (116) 38 298 2,732
Profit for the period attributable to non-
controlling interests (65) - - (2) - (67)
PROFIT FOR THE PERIOD ATTRIBUTABLE TO
OWNERS OF THE PARENT 2,447 - (116) 36 298 2,665

Reconciliation of profit from operations with EBITDA
The reconciliation of profit from operations with EBITDA is as follows:

Currency hedges Business combinations
Amortization of
2019 intangible assets ~ PPA impacts - 2019
consolidated Remeasurement Deferred hedging from Sagem-  other business adjusted
(in € millions) data of revenue” gain/loss®  Snecma merger®  combinations" data
Profit from operations 3,837 (449) () 51 395 3,833
Net recurring charge to depreciation, amortization,
impairment and provisions 1,543 - 1 [GD)) (354) 1139
Net non-recurring charge to depreciation,
amortization, impairment and provisions 4) - - - - 4)
EBITDA 5,376 (449) - - 41 4,968

(1) Remeasurement of foreign-currency denominated revenue net of purchases (by currency) at the hedged rate (including
premiums on unwound options) through the reclassification of changes in the fair value of instruments hedging cash flows
recognized in profit or loss for the period.

(2) Changes in the fair value of instruments hedging future cash flows that will be recognized in profit or loss in future periods (a
negative €175 million excluding tax), and the impact of taking into account hedges when measuring provisions for losses on
completion (a negative €1 million at December 31, 2019).

(3) Cancellation of amortization/impairment of intangible assets relating to the remeasurement of aircraft programs resulting
from the application of IFRS 3 to the Sagem-Snecma merger.

(4) Cancellation of the impact of remeasuring assets at the time of the Zodiac Aerospace acquisition for €315 million excluding
deferred tax and cancellation of amortization/impairment of assets identified during other business combinations.
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Comments on the Group’s performance in 2020 based on adjusted data and outlook for 2021

2.1.2 Overview of the Group’s performance in 2020

Adjusted income statement

(in € millions)

2019 2020
Adjusted data Adjusted data

REVENUE 24,640 16,498
Other income 297 267
INCOME FROM OPERATIONS 24,937 16,765
Change in inventories of finished goods and work-in-progress 453 (865)
Capitalized production 438 329
Raw materials and consumables used (14,439) (8,455)
Personnel costs (6,349) (5,024)
Taxes (388) (326)
Depreciation, amortization and increase in provisions, net of use (1,194) (823)
Asset impairment 55 a47)
Other recurring operating income and expenses 102 148
Share in profit from joint ventures 205 84
RECURRING OPERATING INCOME 3,820 1,686
Other non-recurring operating income and expenses 13 (466)
PROFIT FROM OPERATIONS 3,833 1,220
Cost of net debt (33) (58)
Foreign exchange gain (loss) ()] 93
Other financial income and expense 47) 42)
FINANCIAL INCOME (LOSS) (89) 7)
PROFIT BEFORE TAX 3,744 1,213
Income tax expense (1,012) (334)
PROFIT FOR THE PERIOD 2,732 879
Attributable to:

m owners of the parent 2,665 844
® non-controlling interests 67 35
Earnings per share attributable to owners of the parent (in €)

Basic earnings per share 6.20 1.98
Diluted earnings per share 6.13 192

Review of operations

Adjusted revenue

2020 revenue amounted to €16,498 million, a decrease of
33.0%, or €8,142 million, compared to the year-ago period.
Changes in scope had a €37 million negative impact. The net
impact of currency variations was a negative €95 million,
reflecting a negative translation effect on non-euro revenues,
notably USD. The average EUR/USD spot rate was USD 1.14 to
the euro in 2020 compared to USD 1.12 to the euro in the year-
ago period. The Group’s hedged rate was USD 1.16 to the euro
in 2020, compared to USD 1.18 in 2019. Revenue amounted to
€8,767 million in the first half, down 27.6%, and to €7,731
million in the second half, down 38.3%. Fourth-quarter revenue
decreased by 32.5% to €4,349 million (down 30.1% on an
organic basis) compared to fourth-quarter 2019.

On an organic basis, revenue decreased by 32.5%, with a decline

in all divisions:

m Propulsion revenue fell by 36.2% due to OE volumes (civil
and military aircraft) and services (civil aftermarket).
Services for helicopter turbines and military activities were
less impacted by the current crisis (stable compared to
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2019). Propulsion revenue dropped by 32.9% in the fourth
quarter due to the civil aftermarket and LEAP deliveries;

m Aircraft Equipment, Defense and Aerosystems revenue
decreased by 25.0% due to OE sales for wiring and power
distribution, nacelles and landing systems. There was a high-
single digit decrease in OE Electronics & Defense activities.
Within services, nacelles, landing gear and carbon brakes
support activities and to a lesser extent Aerosystems
suffered the most. The fourth-quarter revenue decrease of
22.9% was driven by landing systems as well as nacelles,
wiring and power. The division’s performance improved
each quarter since the trough in May (second quarter
down 39.3% and third quarter down 33.6%);

m Aircraft Interiors revenue (down 40.4%) was strongly
impacted by both OE and services for all activities. Fourth-
quarter revenue decreased by 40.0%, in line with the full-
year decline. Cabin’s fourth-quarter performance slightly
improved, while Seats and Passenger Solutions had a
similar organic decrease to the second quarter.
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Comments on the Group’s performance in 2020 based on adjusted data and outlook for 2021

% change % change % change
(in € millions) 2019 % change scope currency organic
Aerospace Propulsion 12,045 7,663 (36.4)% - (0.2)% (36.2)%
Aircraft Equipment, Defense and Aerosystems 9,256 6,893 (25.5)% O.D% (0.4)% (25.0)%
Aircraft Interiors 3,321 1,922 A42.1)% (0.99% (0.8)% (40.4)%
Holding company and other 18 20 N/A - - N/A
TOTAL GROUP 24,640 16,498 (33.0)% (0.2)% (0.3)% (32.5)%

Adjusted recurring operating income

Recurring operating income® for 2020 reached €1,686
million, down 55.9% compared to 2019. It includes negative
scope changes of €5 million as well as a positive currency
impact of €110 million. The margin stood at 10.2% of revenue
compared with 15.5% in the same year-ago period.

Note that to enable a meaningful comparison between the first
and second halves of 2020, the published recurring operating
income for the first half should be adjusted upwards by €103
million. This is the consequence of the retroactive impact on
first-half provisions of the Group’s Activity Transformation
Agreement (ATA) signed with employees in the second half of
the year but applicable for the full year.

(in € millions)

Including this retroactive effect, first-half 2020 recurring
operating income increases from €947 million as reported to
€1,050 million, and the margin increases from 10.8% to 12.0%.
Second-half recurring operating income stood at €636
million, with an 8.2% recurring operating margin.

One-off items, representing an expense of €466 million, are
related to restructuring costs (€131 million), impairment for
several programs (€286 million) and a non-recurring charge
for early retirements.

2019 2020

Adjusted recurring operating income 3,820 1,686
% of revenue 15.5% 10.2%
Total one-off items 13 (466)
Capital gains and losses on disposals 12 -
Impairment reversal (charge) an (286)
Other infrequent and material non-operating items 12 (180)
ADJUSTED PROFIT FROM OPERATIONS 3,833 1,220
% of revenue 15.6% 7.4%

On an organic basis, recurring operating income decreased
by 58.6% due to lower volumes, despite savings from the
adaptation plan:

® Propulsion recurring operating income decreased by 54.1%
due to the civil aftermarket, spare engines and, to a lesser
extent, military OE activities, despite a positive contribution
from helicopter turbines;

m Aircraft Equipment, Defense and Aerosystems recurring
operating income decreased by 46.8% due to carbon
brakes, nacelles and Aerosystems support activities and to
lower OE volumes across all businesses;

m the significant decrease in Aircraft Interiors recurring
operating income resulted from both OE (including retrofit)
and services activities for all businesses. The operating
margin stood at a negative 9.1%.

Adjusted financial income (loss)

The Group reported an adjusted financial loss of €7 million in
2020, compared to a loss of €89 million in 2019. The adjusted
financial loss for the year reflects:

m the €216 million loss on foreign currency hedging instruments
in 2020 (€175 million gain in 2019), arising on changes in the
fair value of these instruments attributable to cash flows that
will be recognized in profit or loss in future periods;

m the €125 million foreign exchange loss (€445 million
foreign exchange loss in 2019), which includes:

e a €134 million foreign exchange loss, reflecting the loss on
unwinding currency derivatives hedging operating cash
flows recognized in profit or loss in the period. This foreign
exchange loss reflects the difference between the EUR/
USD exchange rate guaranteed by the currency derivatives
unwound in the period (USD 116 for €1) and the actual
EUR/USD exchange rate observed during the period,

e a net foreign exchange gain of €9 million primarily
attributable to the remeasurement of monetary items at
the closing exchange rate.

The financial loss in 2020 also includes non-cash income of
€84 million on provisions carried in US dollars resulting from
the impact of fluctuations in the EUR/USD exchange rate
between the start of the year (USD 1.12 to €1 at December 31,
2019) and the end of the year (USD 1.23 to €1 at December 31,
2020) on the opening amount of the provision (non-cash
expense of €13 million in 2019).

Adjusted income tax expense

Adjusted income tax expense decreased from €1,012 million
in 2019 to €334 million in 2020, representing an effective tax
rate of 27.5% (27.0% in 2019).

(1) Operating income before capital gains or losses on disposals/impact of changes of control, impairment charges, transaction

and integration costs and other items.

2020 UNIVERSAL REGISTRATION DOCUMENT SAFRAN I




100

REVIEW OF OPERATIONS IN 2020 AND OUTLOOK FOR 2021

Comments on the Group’s performance in 2020 based on adjusted data and outlook for 2021

Adjusted profit attributable to owners of the parent

Adjusted profit attributable to owners of the parent was €844
million (basic EPS of €1.98 and diluted EPS of €1.92) compared
with €2,665 million in 2019 (basic EPS of €6.20 and diluted EPS

of €6.13). It includes:

2.1.3 Adjusted key figures by business

Summary of adjusted key figures by business

Aerospace Propulsion

(in € millions)

Revenue 12,045
Recurring operating income

(loss) 2,485
Profit (loss) from operations 2,478
Free cash flow® 1,125
Acquisitions of property, plant

and equipment® 376
Self-funded R&D 573
Headcount® 26,741

2010 [

7,663

1,192
1,035
796

219
334
24,204

2010 [

38,471 22,18

® a net adjusted financial loss of €7 million, including foreign
exchange gains of €93 million and cost of debt of €58

million;

® an adjusted tax expense of €334 million (27.5% apparent

tax rate).

Aircraft Equipment,

Holding company and
Aircraft Interiors other

oo R oo R

6,893 3,321 1,922 18 20
687 188 174) (62) 19)
454 182 (246) 15) 23)

8N ©) (377) 153 Q57)
167 60 31 (33) 31
357 237 173 N/A N/A

13,928 2,353 2,289

Total

2019 [

24,640 16,498

3,820 1,686

3,833 1,220
1,983 1,073
695 449
1,337 864
95,443 78,892

(D Free cash flow is equal to cash flow from operating activities less changes in working capital and acquisitions of property,
plant and equipment and intangible assets.

(2) Net of proceeds from disposals.
(3) Headcount at December 31.
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Comments on the Group’s performance in 2020 based on adjusted data and outlook for 2021

2.1.3.1 Aerospace Propulsion

Adjusted key figures
(in € millions) 2019 -:E:l Year-on-year change
Revenue 12,045 7,663 (36)%
Recurring operating income 2,485 1,192 (52)%
Profit from operations 2,478 1,035 (58)%
Free cash flow 1,125 796 29)%
Acquisitions of property, plant and equipment 376 219 42)%
Research and development
Self-funded R&D (573) (334) (42)%
% of revenue 4.8% 4.4% (0.4) pts
Research tax credit 65 57 N/A
Self-funded R&D after research tax credit (508) 277) (45)%
Capitalized expenditure 96 62 (35)%
Amortization and impairment of R&D expenditure am m7) +5%
Impact on profit from operations (523) (332) 37)%
% of revenue 4.3% 4.3% -
Headcount 26,741 24,204 (9%

Aerospace Propulsion activities operate in three main sectors:

Business line

% of business line revenue

2019 2020

Civil aviation
Military aviation
Helicopter turbines

77% 66%
13% 18%
10% 16%

Review of Aerospace Propulsion operations in 2020

In 2020, revenue was €7,663 million, down 36.4% compared
to €12,045 million in 2019. On an organic basis, revenue
decreased by 36.2%.

m OE revenue dropped by 42.4% (or 42.2% organically)
compared with 2019, due to lower narrowbody engines
(LEAP and CFM56). Both installed and spare engines
deliveries decreased compared to 2019. Volumes for high
thrust engines were also impacted in 2020 (notably GE90)
with 369 units delivered compared with 489 in 2019. As
planned, M88 engines deliveries were lower and amounted
to 33 units in 2020 compared with 62 in 2019. Helicopter
turbines OE sales faced a slight headwind during the year
and recorded sales for new engines (Arrano, Aneto).

® Services revenue decreased by 31.8% (in euros, or 31.6%
organically) and represented 60.9% of sales. Civil aftermarket
revenue (in USD) was strongly impacted by the Covid-19
crisis since March and decreased by 43.2% (in USD). This
drop was mainly due to lower spare parts sales for the latest
generation of CFM56 engines as well as a lower contribution
of services contracts for CFM56 and widebody platforms.
There was a slight tailwind for military services compared to
the year-ago period thanks to spare parts sales (notably
M88). Helicopter turbines support activities were slightly
impacted during the year (mainly Time & Material contracts
and despite per hour contracts increase).

Recurring operating income was €1,192 million, a decrease of
52.0% compared to €2,485 million in 2019. Recurring operating
margin dropped from 20.6% to 15.6%.

The profitability was strongly impacted by the drop in civil
aftermarket (lower spare parts sales for the latest generation
of CFM56 engines), spare engines and to a lesser extent by
boosters, transmission and military activities.

Helicopter turbines had a positive impact both from OE and
services and thanks to one-off effects. Lower R&D expenses
and the measures taken under the adaptation plan also had a
positive impact for the division.

Commercial and industrial developments
Civil aviation
Low-thrust engines for civil aircraft (regional and business jets)

Silvercrest (9,000-12,000 pounds of thrust)

During the year, Safran continued to develop the engine with
a redesigned axial high-pressure compressor, and prepared
its flight test program.

This engine had been selected by Cessna (Textron group) in
2016 for its future large-cabin Citation Hemisphere business jet.
In 2019, as Textron decided to suspend its Hemisphere program,
Safran resolved to continue developing the Silvercrest engine.

This new-generation engine will incorporate leading-edge
technology to offer unrivaled performance, in terms of fuel
consumption, reliability and respect for the environment.
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SaM146 (13,500-17,800 pounds of thrust)

The SaM146 engine, developed in partnership with Russian
engine manufacturer UEC Saturn, powers the Superjet 100
produced by Irkut Corporation (United Aircraft Corporation).
PowerlJet is a joint venture set up by Safran Aircraft Engines
and UEC Saturn to manage the engine program in terms of
development, production, marketing and sales, and to
provide customer support and maintenance, repair and
overhaul (MRO) services.

During the year, in response to the Covid-19 pandemic, the
Russian government announced a plan to support its entire
aerospace industry (manufacturers, airlines, airports and aircraft
lessors). This extensive support allowed air traffic to pick up
swiftly in Russia and the industry to record capacity utilization
close to that observed in 2019.

In all, 25 SaM146 propulsion systems were delivered in 2020
(versus 23 in 2019), and at the end of the year, SaM146
engines powering in-service SuperJet 100 aircraft had
clocked up almost 1,700,000 flight hours.

Passport (13,000-18,000 pounds of thrust)

Through Safran Aero Boosters, Safran has a 7.4% share in
Passport, the GE engine program designed for the long-range
(7,400 nautical miles, or 13,700 km) Bombardier Global 7500
business jet, which entered into service in 2018.

During the year, 58 subassemblies were delivered for
Passport engines (72 in 2019).

Mid-thrust engines for civil aircraft (short- to medium-haul aircraft)

CFM56 - LEAP

LEAP-1A is competing with Pratt & Whitney’s PurePower
PWT1100G for the A320neo program. The LEAP-1B model was
chosen as the sole engine for the Boeing 737MAX. The
LEAP-1C model is the sole Western source for the propulsion
system (engine plus nacelle) on COMAC’s C919 aircraft.

Safran adapted its production capacities in 2020 in response
to the Covid-19 pandemic and the continued grounding of the
Boeing 737MAX. A total of 972 CFM56 and LEAP engines were
delivered in the year (compared to 2,127 CFM56 and LEAP
engines delivered in 2019):

m 157 CFM56 engines were delivered in the year (391 CFM56
deliveries in 2019), with CFM International recording over
33,600 deliveries of CFM56 engines since the start of the
program;

m 815 LEAP engines were delivered in the year in line with
adjustments to production, in coordination with airframers
and airlines (1,736 LEAP engines delivered in 2019).

At December 31, 2020, there was a backlog of over
9,600 orders for the three A320neo, Boeing 737MAX and
C919 programs.

LEAP engines
Engines delivered
Backlog
Orders received
Orders canceled

2019 Pl Year-on-year change 20200
1,736 815 -53% 815
15,614 14,217 -9% 9,614
1,968 708 -64% 351
238 1,290 +442% 1,5M

(D New definition based on purchase orders: up to the end of 2020, Safran published the volume of LEAP engines for which there
were orders and purchase commitments along with the order backlog (in the same definition). In 2020, following the
Boeing 737MAX flight ban and the Covid-19 health crisis, Safran decided to exclude purchase commitments and to only
include orders from airlines that had been confirmed by airframers’ purchase orders.

Spare part activities and service agreements

Spare part activities and service agreements for civil engines
were down by 43.2% in USD terms in 2020. This drop was
mainly due to lower spare part sales for the latest generation
of CFM56 engines and, to a lesser extent, a decline in service
agreements.

New service agreements for LEAP engines were signed in
2020 with airline companies Jazeera Airways (Kuwait), China
Eastern Airlines (China), Zhejiang Loong Air (China) and Air
Arabia (UAE). These agreements offer LEAP engine
customers a wide range of bespoke aftersales services
adapted to their particular business model and to fleet size
and/or condition.
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High-thrust engines for civil aircraft (long-haul aircraft)

In line with expected delivery rates, 369 engines were delivered
in 2020, versus 489 one year earlier.

GE90

Safran has an interest of 23.7% in this GE program that
currently enjoys a sole-source position on the Boeing 777
(fitted with the latest-generation GE90-115 engines with
15,000 pounds of thrust), for which it delivered 69
compressor modules in the year (103 in 2019). Owing to the
Boeing 777’s expected replacement by the Boeing 777X in
2023, the downtrend in these deliveries observed over the
past few years is set to continue.
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GE9X

GE’s high-thrust GE9X engine was chosen by Boeing as the
sole source for its new long-haul Boeing 777X aircraft, slated
to enter into service as from the end of 2023. The GE9X
received certification by the US authorities in 2020.

Safran has a stake of 11.2% in this program through Safran
Aircraft Engines and Safran Aero Boosters.

Safran Aircraft Engines is responsible for the design and
production of several critical parts of the engine:

m composite fan blades as manufactured by CFAN, its joint
venture with GE based in San Marcos, Texas (United States);

m fan casings using 3D woven composite parts, produced
through its partnership with Albany International; and

m the exhaust casing, which is manufactured at Safran
Aircraft Engines’ plants in France, particularly FAMAT, a
joint venture with GE based in Saint-Nazaire.

The low-pressure compressor and the fan disk are made by
Safran Aero Boosters.

GP7200

Safran has a 17.5% stake in the GP7200 program (one of the
two power sources available for the A380), providing engine
support and services (maintenance and repair), including
aftermarket services. The latest version of the GP7200 engine
was delivered in 2018.

GEnx

Safran is a partner on the two GEnx engine programs, with a
7.7% interest in the GEnx-1B version powering the long-haul
Boeing 747-8 and a 7.3% interest in the GEnx-2B version
powering the Boeing 787 Dreamliner. Owing to the slowdown
in production of the Boeing 747-8 and Boeing 787, Safran
delivered 203 modules in 2020, 102 fewer than in 2019.

CF6 family

A total of 67 engines for the CF6 engine family (powering
certain A330 and Boeing 767 aircraft) were delivered in
2020, compared to 60 in 2019. Safran is in charge of the
subassemblies for these engines, and is responsible for
assembling the CF6-80E engines, the last units of which are
expected to be delivered in 2021. Safran’s interest ranges
from 10% to 19.4% in the CF6 engine program.

LM6000 turbines (related to CF6 engines) and LM9000 turbines
(related to GE90 engines)

A total of 30 LM6000 and LM9000 gas turbines were
delivered in 2020, compared to 21in 2019.

Service agreements

Agreements for the GE9QO and GP7200 engines were signed,
expanded, restructured and renewed in 2020, in particular
with EVA Air (China), China Southern Airlines (China), Fedex
Express (United States), Qatar Airways (Qatar), Emirates
(UAE), Cathay Pacific (China), Singapore Airlines (Singapore),
Thai Airways International (Thailand) and All Nippon Airways
(Japan).

In its role as partner, Safran contributes to the service
agreements negotiated and signed by GE and Engine Alliance
with the relevant operators for the high-thrust GE90O and

GP7200 engines powering the Boeing 777 and the A380,
respectively. Safran provides maintenance and repair services
for the GE9QO’s high- and low-pressure compressors, as well as for
the GP7200’s high-pressure compressor. The Group leverages its
expertise, industrial capabilities and global network to offer
operators continuous support and a comprehensive range of
services. Owing to the Covid-19 crisis, spare part and service
agreements for high-thrust engines contracted in 2020.

Military aviation

M88

A total of 33 engines were delivered for the Rafale fighter jet
in 2020 (62 engines in 2019). The worldwide in-service fleet
topped the 854,000 flight hours mark during the year.

Safran continued its preliminary work authorized by the
French Ministry of Armed Forces in 2017 for the future Rafale
F4 standard. Technological advances proposed by Safran and
selected by the French government notably include a new M88
control unit with enhanced processing capacity and improved
maintenance features (surveillance, recording, trouble-
shooting and predictive maintenance).

During the year, negotiations continued with the DMA&® for a
new ten-year operational maintenance package for M88 engines
(MCO2). As well as all support services already provided by
Safran, this contract is also designed to meet the needs of the
French Armed Forces, by increasing flight hours by 60%
compared to the previous decade and supporting the fleet of
M88 engines as they mature.

At the start of 2021, Greece ordered 18 Rafale fighter jets (six
new aircraft and 12 used aircraft), while France ordered
12 new aircraft. Other countries are also being approached in
this regard.

TP400

A total of 37 engines were delivered in 2020 (compared to 57
in 2019). At the end of the year, orders and purchase
commitments covered 260 engines for the A400M aircraft
from Airbus Defence & Space. The in-service fleet clocked up
approximately 350,000 flight hours, including almost
100,000 hours in 2020, up 30% on 2019. The A400M was
involved in overseas operations and in “Operation Resilience”
to address the challenge of Covid-19.

Adour

A total of four Adour engines were delivered in 2020 for the
BAE Systems Hawk trainer aircraft.

Atar and Larzac

These engine programs were boosted by the selection of the
Mirage F1 fighter jet as an adversary plane® for US Air Force
pilots in 2017, and by the selection of the Alphajet as an
adversary plane for Canadian Air Force pilots in 2018. This
fast-growing market should help consolidate support services
and sales of spare parts for these engines.

(1) Direction de la Maintenance Aéronautique (Aircraft Maintenance Commission). & French military organization responsible for
ensuring optimum availability of aircraft for the Ministry of the Armed Forces, managing costs and guaranteeing the

consistency of operational maintenance activities (MCO).
(2) Plane acting as an opposing force in military wargames.

2020 UNIVERSAL REGISTRATION DOCUMENT SAFRAN I




104

REVIEW OF OPERATIONS IN 2020 AND OUTLOOK FOR 2021

Comments on the Group’s performance in 2020 based on adjusted data and outlook for 2021

Engine option for the New Generation Fighter (NGF) jet

The Future Combat Air System (FCAS) is a joint European
program to develop a new-generation combat air system,
combining a New Generation Fighter (NGF) aircraft by 2040
with a wide array of interconnected and interoperable
elements such as drones, and based on artificial intelligence.

Since the initial contract in 2019, this major European defense
industry project has taken a big step forward, with a first
R&T contract awarded in February 2020, designating Safran
Aircraft Engines as prime contractor for the engine phase and
MTU Aero Engines as main partner. Spain officially joined the
program in December 2020. For the later phases associated
with the NGF engine life cycle, Safran Aircraft Engines and
MTU Aero Engines have agreed to create a joint venture to
lead the program, supported by their parent companies and
their partner, ITP Aero. 2021 could see a significant
acceleration in the program with the launch of its subsequent
phases, currently under negotiation.

Spare parts and services for military aircraft engines

In 2020, the Group maintained all support and services for
Safran military engines in order to meet the needs of our
customers and ensure that they could continue to protect and
defend national borders. This protection role was expanded to
logistics support for health initiatives within the scope of
“Operation Resilience”, a French military operation launched in
the spring which mobilized Transall aircraft fitted with Tyne
engines and A400M aircraft powered by TP400 engines.

Besides support services for the M88 engine under operational
maintenance contracts (MCO2), several other offers are in
progress (renewals and new contracts).

Helicopter turbines and auxiliary power units

Safran Helicopter Engines delivered 629 helicopter engines in
2020 compared to 696 in 2019.

2020 was shaped by the Covid-19 pandemic, the slump in
global air traffic and the reduction in volumes of aircraft
produced by helicopter manufacturers.

(1D Federal Aviation Administration.
(2) European Aviation Safety Agency.

Light helicopters

The light helicopter segment was hit hardest by the Covid-19
crisis, as it was directly affected by the sudden and drastic halt
in the operation of helicopters for tourism and private use (VIP).

In 2020, the Arrano 1A engine obtained FAA® certification and
EASA® granted type certification to the H160 helicopter fitted
with Safran Arrano 1A engines. This new Airbus Helicopters
model is set to replace the Dauphin helicopters that have been
in service for the past 40 or so years.

Medium-weight helicopters

After having obtained type certification for the WZ16
engine® by the CAACY in 2019, the certification program
continued for the new French-Chinese AVIC AC352%®
helicopter onto which it will be fitted. The helicopter
manufacturer expects the new helicopter to be certified in
2021. This program is the result of unprecedented close
cooperation in the aircraft industry between France and
China, and will allow the Group to benefit from opportunities
offered by the growing Chinese helicopter market over the
next decade.

Lastly, tests continued with satisfactory results throughout
the year on Russian Helicopters’ multi-purpose Ka-62
helicopter powered by two Safran Ardiden 3G engines.
Russian Helicopters expects the Ka-62 to be certified in 2021.

Heavy-lift helicopters

In 2020, Leonardo’s AW189K helicopter powered by Aneto-
1K engines obtained EASA certification. This new Safran
engine option not only delivers improved performance
capabilities in hot and/or high conditions, but also provides
the helicopter with 25% extra thrust. Sales under this program
were affected by the Covid-19 crisis. For example, Gulf
Helicopters (Qatar), announced as a launch customer for the
helicopter at the Heli-Expo trade show in Anaheim, California
(United States), has pushed back delivery of the helicopter.
The AWI189K is expected to come into service in 2021.

During the year, as part of its aerospace stimulus package, the
French government decided to provide the Air Force with
eight additional H225 helicopters powered by Safran Makila
engines.

(3) This engine, developed by Safran with Aero Engine Corporation of China (AECC) had already been certified by EASA in Europe

in 2018 as Ardiden 3C.
(4> Civil Aviation Administration of China.

(5) The new AC352 is a product of a joint project between Airbus Helicopters and Chinese airframer HAIG, an AVIC subsidiary.
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New mobility concepts (VTOL™), hybrid propulsion system

Unveiled at the Paris Air Show in 2019, EcoPulse™ is a
distributed hybrid-propulsion demonstrator designed by
Safran, Daher and Airbus. Kickstarted by the French Civil
Aviation Research Council (CORAC) with support from the
French Directorate General for Civil Aviation (DGAC), the
project aims to develop technologies that will improve the
environmental efficiency of aircraft and meet the future
needs of the air travel industry. The project reached a
milestone in 2020, with a successful Preliminary Design
Review, allowing it to firm up the demonstrator’s architecture.
The demonstrator, which will be based on Daher’s TBM
single-engine light aircraft, will feature Safran’s distributed
hybrid propulsion system, providing thrust for the six
counter-rotating thrusters mounted along the wings of the
aircraft. Each thruster will feature a 45 kW Safran ENGINeUS
45 electric engine and propeller. The first flight on the
demonstrator is slated for 2022.

In 2020, the Safran Ardiden 3 engine was selected by US
innovator Sabrewings Aircraft Company, which is developing
an unmanned aerial vehicle (UAV) for cargo transport with
vertical landing and take-off capabilities. This vehicle, whose
development is being monitored by the US Air Force, will have
a range of up to 1,850 km (1,000 nautical miles) and can carry
a payload of up to 2,455 kg. Its first flight is slated for 2022.

Drone engines

During the year, as part of the current tender for an engine to
power the future European MALE RPAS® drone
(Eurodrone), Safran and ITP Aero signed a memorandum of
understanding to cooperate on the development of the
Ardiden 3TP, a turboprop engine suitable for European
military applications, specifically drones and training and
transportation aircraft. This agreement helps ITP Aero
strengthen the European team with Safran Helicopter Engines
and ZF Aviation Technology in Germany.

Ardiden 3TP is a 100% European solution based on the
Ardiden 3 core engine and featuring technologies honed
through the Tech TP demonstrator, developed within the
scope of the joint technology initiative, Clean Sky 2.

Helicopter turbine engine services

As a result of the economic impacts of the Covid-19
pandemic, Safran observed a slowdown in its MRO activities
during the year, especially in the offshore oil and private
(VIP) and tourism segment.

In 2020, Safran signed a contract with NAHEMA® to provide
support-by-the-hour services to 276 RTM322 engines
powering the NH9O helicopter fleet operated by the German
Army (Deutsches Heer) and Navy (Deutsche Marine) and the
Norwegian Royal Air Force (Luftforsvaret). The RTM322
engines in these fleets will be covered by Safran’s Global
Support Package (GSP).

(1) Vertical Take-Off and Landing aircraft.

Altogether, at the end of the year, around 6,200 engines were
covered by service agreements for 550 civil and military
customers.

Based on a secure web portal and a global network of
technical and sales representatives, EngineLife® provides
operators of Safran’s helicopter engines with assistance
throughout the life of their engine. In 2020, new features were
offered to EngineLife® users, including daily engine health
indicators in addition to monthly recommendations, a fully
automated tracker of engine performance trends and a new
optimized online interface.

The Group’s efforts were recognized in the year by Vertical
magazine in its survey ranking helicopter and engine
manufacturers on the quality of their products and support,
placing Safran first in the “Overall product satisfaction” and
“Overall service satisfaction” categories. The Vertical survey
also shows that Safran’s support to helicopter operators during
the Covid-19 crisis was for the most part rated either as
excellent or good.

Industrial operations

In 2020, Safran Helicopter Engines inaugurated its industrial
campus in Tarnos, in France’s Landes region. This campus is
known as “CAP 2020” after a €50 million project to
modernize the site launched in September 2015.

The modernization project involved the construction of three
new buildings® spanning a total surface area of 33,000 sg.m.

Adjoining a Natura 2000-protected conservation area, the
CAP 2020 campus was designed to high environmental
standards, with an energy and fluid power plant supplying
water and thermal energy to the buildings.

Tarnos is Safran Helicopter Engines’ second-largest site,
employing 1,550 people. The site is mostly geared to
aftersales support and MRO for helicopter engines.

Auxiliary power units

Safran’s auxiliary power units (APUs) are fitted on Dassault
Aviation’s Rafale military aircraft. In 2020, a new APU standard
was certified. Production of this system, which will be fitted on
the entire existing Rafale fleet, will begin as from 2021.

Safran’s SPU300[BA] and SPUIS50[DA] APUs are state-of-the-
art electric and pneumatic power sources designed for midsize
to super midsize business aircraft. The SPU300[BA] is fitted on
Bombardier’'s new Global 7500 business jet. The SPUISO[DA]
will be fitted on Dassault Aviation’s future Falcon 6X business
jet. During the year, SPU300[BA] production was ramped up to
meet the needs of the Bombardier program, and the first
SPUI50[DA] APU series were delivered to Dassault Aviation.

2) Medium Altitude Long Endurance Remotely Piloted Aircraft System.

(3) NATO Helicopter Management Agency responsible for the design, development, production and logistics for NATO helicopters.
NAHEMA was created by the North Atlantic Treaty Organization and is primarily in charge of the NH9O helicopter program.

4) *A 8500 sq.m. industrial facility dedicated to the repair of parts and components from different international sites providing

helicopter maintenance.

*A 14,500 sq.m. facility dedicated to the repair of helicopter engines.
*A 10,000 sg.m. building for managing support activities and services.
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As future APUs will rely more on electrical power, Safran
Power Units has transferred all of its R&T activities for fuel
cell technologies to Toulouse. This technology has already
proved a winning formula, with successful tests of the new
fuel cells at high and low temperatures.

Beginning in 2018, Safran also teamed up with Boeing to form
Initium Aerospace, a 50-50 joint venture specializing in design,
production and aftersales support for auxiliary power units for
commercial aviation. In 2020, Initium Aerospace’s activities
were suspended owing to the Covid-19 pandemic and to the
delayed launch of new commercial aircraft.

Services for auxiliary power units

During the year, Safran continued to roll out PowerCare®, a
maintenance service for business jet auxiliary power units.

Mechanical power transmission systems

The Group scaled back its operations in France and Poland,
regarding both mechanical power transmission systems for
civil aircraft as well as spare part supplies and repairs.

It continued to deliver and support LEAP engines, notably
ahead of the return to service of the Boeing 737MAX.

Satisfactory progress was made at the Aero Gearbox
International® joint venture, with the ramp-up of production
associated with the Rolls-Royce Pearl 15 and Pearl 700 engines.

Lastly, work continued on the technological roadmap for the
development of a reduction gearbox (RGB) for the next
generation of CFM International engines, with several key
milestones crossed during the endurance tests.

Space vehicle propulsion systems

In 2020, Safran delivered its first power processing unit (PPU)
for PPS®5000® plasma thrusters to be mounted on
new-generation all-electric satellite platforms. This first Boeing
satellite fitted with PPS®5000 Hall-effect thrusters should be
placed in orbit in 2021.

In 2020, Safran also supplied Airbus Defense & Space
PPS®5000 Hall-effect thrusters to be mounted on the French
military Syracuse 4B satellite, which should be placed in orbit
in 2021.

Safran was also selected by the European Commission to
coordinate the CHEOPS (Consortium for Hall Effect Orbital
Propulsion System) project, which aims to develop various
plasma thruster systems for low-orbit, geostationary or
exploratory satellites by 2023.

Launch vehicles

Owned equally by Safran and Airbus, ArianeGroup brings
together each company’s activities and expertise in
commercial and military launchers under a single entity.
Through its subsidiary Arianespace, ArianeGroup offers a
comprehensive range of launch services with its Ariane, Vega
and Soyuz launchers.

Ariane, Vega and Soyuz launchers

ArianeGroup is prime contractor for Ariane European space
launchers and also contributes to the Vega launcher®,

Its Arianespace subsidiary takes charge of the marketing and
operation of three launch vehicles (Ariane, Vega and Soyuz®)
from the Guiana Space Center in French Guiana.

Arianespace took various orders for its different launchers in
2020, including from Intelsat, Eutelsat, Airbus Defence and
Space and OneWeb. OneWeb, acquired by the British
government and the global telecommunications operator
Barthi during the year, confirmed its order for 16 Soyuz
launches, with the first already carried out in December 2020.

At the end of 2020, Arianespace had a backlog of over €3.2
billion (excluding institutional pre-bookings), representing
over three years of activity.

The Covid-19 pandemic affected the launch program.
Arianespace completed ten successful launches and orbited 166
satellites (of which 104 for the OneWeb constellation), with
seven launches from the Guiana Space Center in Kourou, French
Guiana, two from the Baikonur Cosmodrome in Kazakhstan,
and one from the Vostochny Cosmodrome in Russia:

m the European heavy-lift Ariane 5 launcher completed three
successful launches, demonstrating the launcher’s
exceptional reliability. Ariane 5 placed Europe’s first
satellite servicing vehicle in geostationary orbit. This
vehicle is designed to dock to satellites in orbit to provide
life extension services;

m a Vega rocket successfully orbited 53 satellites for 21
different clients, using its Small Spacecraft Mission Service
(SSMS). Following the failure of Vega’s second flight,
Arianespace expects the launcher to return to flight in 2021,

m Soyuz also performed five launches for commercial
(OneWeb) and institutional (UAE Armed Forces, CNES®
and DGA®) customers.

(1) 50-50 joint venture between Safran and Rolls-Royce specializing in design, development, production and aftersales for power

transmission systems.

(2) The underlying electric thruster system ordered by Boeing is the first time three PPS®5000 plasma thrusters functioning
simultaneously at 5 kW have been used for orbital transfer of a satellite
(3) Vettore Europeo di Generazione Avanzata, or the Advanced Generation European Vector, is a lightweight launcher designed to

carry small payloads (1.5 metric tons) into low orbit.

(4) Since 1996, Arianespace has marketed the Russian Soyuz launcher through its subsidiary Starsem on the international market.
Following the agreement between the ESA and the Russian space agency Roscosmos, Arianespace has also been responsible
for the launch of Soyuz rockets from the Kourou Space Center (French Guiana) since 20]1.

(5) Centre national d’études spatiales (French national agency for space research).

(6) Direction générale de I'armement (French Directorate General of Weapons Procurement).
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Throughout 2020, the development program continued for the
future Ariane 6 launcher: in early October, the P120C solid
propellant engine successfully completed its third and last hot
firing test from the Guiana Space Center in Kourou, French
Guiana. Jointly developed by ArianeGroup and Avio (ltaly), the
P120C is the largest monolithic carbon-fiber solid rocket
motor in the world. It will equip both Ariane 6 - in both its two-
booster Ariane 62 and four-booster Ariane 64 versions - and
the first stage of Vega C. All of the engines for the future
Ariane 6 launcher successfully completed their ground tests.

At the end of October, owing to technical difficulties with the
program, exacerbated by the impact of the Covid-19
pandemic, the ESA® announced that it was postponing
Ariane 6’s maiden flight. The future European launcher’s first
flight is now expected to take place in 2022.

As part of its preparations for the future, ArianeGroup signed a
contract with the ESA to begin the first development phase for
the Themis reusable rocket stage demonstrator. Themis will use
Prometheus, the very lock-cost rocket engine demonstrator
currently under development as an ESA program. The aim of
the project is to demonstrate Europe’s technological capacity in
the field of reusability so that by 2022, the ESA member states
will be in a position to determine the range of launches most
suited to the needs of Europe around 2030 (based on available
technologies, the requirements of Europe, and the evolution of
the global space market).

Military industry

Regarding the naval component of France’s nuclear deterrent,
the development of the new M51.3 strategic missile continues
in line with the development schedule. On June 12, a strategic
M51.2 ballistic missile with no nuclear payload was successfully
launched by nuclear-powered ballistic missile submarine Le
Téméraire from the Audierne base in France’s Finistére region.
The missile was tracked by radars throughout its flight. The
termination area was in the North Atlantic, several hundred
kilometers off any coastline. On July 21, a missile mockup was
also successfully test-fired. These two launches are key
milestones in the development of the future M51.3 missile,
which is expected to come into service in 2025.

ArianeGroup’s work continued apace during 2020 after its
selection by the DGA in 2019 for the development of a
hypersonic glider demonstrator. The project, dubbed V-max
(Véhicule  Manceuvrant eXpérimental, or experimental
maneuvering vehicle), should see its first flight in 2021.

Lastly, through GEOTracker, its worldwide network of optical
stations, ArianeGroup continued to be a key player in space
surveillance, notably for the French Joint Space Command. In
response to the growing number of space objects (satellites
and debris) and efforts by several countries to militarize
space, ArianeGroup’s GEOTracker can provide its customers
with permanent coverage of the entire geostationary arc.

2.1.3.2 Aircraft Equipment, Defense and Aerosystems

Adjusted key figures
(in € millions) 2019 -:E:l Year-on-year change
Revenue 9,256 6,893 26)%
Recurring operating income 1,209 687 43)%
Profit from operations 1,188 454 (62)%
Free cash flow 706 811 +15%
Acquisitions of property, plant and equipment 292 167 43)%
Research and development
Self-funded R&D (527) (357) (32)%
% of revenue 5.7% 5.2% (0.5) pts
Research tax credit 95 85 an%
Self-funded R&D after research tax credit (432) (272) 37)%
Capitalized expenditure 161 124 23)%
Amortization and impairment of R&D expenditure (140) (133) B)%
Impact on profit from operations 41) (281) 32)%
% of revenue 4.4% 4.1% (0.3) pts
Headcount 44,231 38,471 3)%

Review of Aircraft Equipment, Defense and Aerosystems
operations in 2020

In 2020, revenue was €6,893 million, down 25.5% compared

to €9,256 million in 2019. On an organic basis, revenue was

down 25.0%.

m OE revenue decreased by 23.6% (or 23.0% organically) in
2020 driven by wiring (737MAX, 787, A320, A350, A330)
and power distribution activities (A350, 787), as well as lower

(1) European Space Agency.

volumes of landing gears (Boeing 787, A330, A350 and
A320 family) and nacelles (A320neo, A320ceo, A330neo,
A330ceo, A380). Deliveries of nacelles for LEAP-1A powered
A320neo were at 474 units in 2020 (602 units in 2019).
Avionics (FADEC for LEAP) and Aerosystems (evacuation,
oxygen and fuel control systems) activities were also
impacted. Within Defense activities, sighting and navigation
systems slightly grew compared to the previous year.
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m The decline in services of 29.6% (or 29.1% organically) in
2020 was mainly driven by carbon brakes and landing gear
activities and by Aerosystems nacelle support services
(mainly for the A320neo), and, to a lesser extent, by
avionics.

Recurring operating income was €687 million, down 43.2%
compared to €1,209 million in 2019. Recurring operating
margin fell from 13.1% to 10.0%.

The drop in profitability was driven by lower OE volumes from
landing gears, wiring and power as well as nacelles, avionics
and Aerosystems. Lower activity also impacted carbon brakes,
nacelles and Aerosystems services. The decrease was partially
offset by the reduction in R&D expenses and the measures
implemented under the adaptation plan.

Commercial and industrial developments

Landing and aircraft systems

Landing gear

Safran adapted its production capacities in 2020 in response
to the Covid-19 pandemic and a fall in production rates at
airframers. In all, 978 landing gear units were delivered by
Safran in 2020 (compared to 1,370 units in 2019).

However, MRO® operations proved more resilient to the slump
in air traffic in 2020, as airlines are required to continue
servicing their landing gear at specified statutory intervals,
irrespective of the number of cycles® their aircraft complete.

During the year, Safran also signed maintenance and repair
contracts for landing systems, notably with EasyJet (UK),
Korean Air (South Korea), Buddha Air (Nepal), Wings Air
(Indonesia), Southwest Airlines (United States), Air Transat
(Canada) and aircraft management company World Star
Aviation (UK).

As part of its ecoDemonstrator® program, Safran was able to
test several modifications aimed at reducing landing gear
noise pollution by a fifth. The Group notably tested
perforated fairings covering part of the nose landing gear.

Wheels and brakes

The Covid-19 pandemic, ensuing slump in air traffic and
decline in airframer production rates took its toll on Safran’s
wheels and brakes activities.

At the end of the year, with more than 10,700 aircraft
equipped with Safran carbon brakes, the Group has a share of
over 50% of the market® for 100+ seater civil aircraft. As
market leader®, Safran will benefit from the upturn in air
traffic, particularly for the Airbus A320 (ceo and neo) and
A350, as well as the Boeing 787 and Boeing 737 (NG and
MAX) fitted with carbon brakes.

(1) Maintenance, repair and overhaul.
(2) An aircraft “cycle” includes a take-off and associated landing.

Landing and braking control systems

In response to the health crisis and the decrease in airframer
production rates, Safran adjusted its organization and
capacities in line with customer demand.

It continued to prepare for the future, developing a highly-
innovative, fourth-generation tire pressure monitoring
system, which is currently being tested by a major airframer.

Safran also continued to offer its customers a digital
preventive maintenance service for landing gear that draws on
the analysis of flight data to optimize operational fleet
availability.

Industrial operations

The new center of excellence based in Xi'an (China) became
operational in 2020, delivering its first repaired landing gear
units for the Boeing 737NG. This center, designed to repair
landing gear for the A320 and Boeing 737 single-body aircraft,
is managed by XIESA (Xi’an China Eastern Airlines Safran
Landing Systems Services), a joint venture between Safran and
the Chinese airline company, China Eastern Airlines. Boasting
11,000 sg.m., including 8,700 sg.m. of workshops, this center
primarily targets the Chinese domestic market, whose fleets of
single-aisle jets are reaching maturity and therefore requiring
landing gear overhauls.

Engine systems and equipment

Nacelles and thrust reversers

The Covid-19 pandemic and slump in air traffic took a toll on all
of the Group’s nacelle programs in 2020, for both commercial
and regional aviation and business jets. In 2020, Safran
supplied 474 nacelles for the A320neo, 128 less than in 2019.

A number of decisive advances were made in 2020:
m the last nacelle for an A380 was delivered to Airbus;

m flight tests continued during the year for the six
prototypes of COMAC’s future short- and medium-haul
C919 aircraft fitted with integrated propulsion systems
(nacelle and LEAP-1C engine);

m the first nacelles were delivered for Gulfstream’s new G700
business jet (powered by the Rolls-Royce Pearl 700
turbofan engine). Fitted with Safran nacelles, the aircraft
began its flight test program during the year;

m the results of the Group’s efforts in terms of nacelles and
thrust reversers were recognized by Airbus during the
year. For the second year running, Safran Nacelles’
performance was recognized by the airframer and by
airline companies in its Airbus Supplier Rating Awards.

(3) Each year, the ecoDemonstrator uses a different aircraft as a flying test bed to evaluate innovative technologies under real-life

condiitions.
(4) Source: Safran.
(5) Classification criteria: market share - Source. Safran.
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Industrial operations

The Group continued to develop its MRO services for aircraft
nacelles in 2020:

m Aerostructures Middle East Services (AMES)® inaugurated
an extension of its facility in Dubai (UAE). The extension
provides additional capacity for AMES’ newest activity:
preventive maintenance and associated repairs on fan
stator modules for General Electric GE9O engines that
power Boeing 777 jetliners;

m Safran inaugurated an extension of its facility in Indianapolis
(United States) to support the development of maintenance
operations for nacelles fitted on the A320neo and A330neo.
This new facility will provide the Group with additional
capacity to meet the needs of its customers across the
Americas (Canada, United States and South America).

Electrical systems and engineering

In 2020, the Covid-19 pandemic impacted activities linked to
Safran’s electrical systems business, not only in terms of
health protection procedures, but also in terms of the
business adaptation measures put in place.

Electric propulsion, generation and distribution systems

In 2020, Bye Aerospace (United States) selected Safran’s
ENGINeUS™ 100 motors to equip its future all-electric two-seat
eFlyer 2 and four-seat eFlyer 4 aircraft for the professional
flight training mission and for air-taxi uses, respectively.

Safran’s electricity distribution system for Dassault Aviation’s
Falcon 6X also hit its Safety-of-Flight® (SOF) milestone.

Electrical wiring interconnection systems (EWIS)

The Group clocked up a number of commercial wins during
the year:

m the contract to supply electrical wiring for the Boeing 777X
(-8/-9) was extended for a number of years; and

m Safran’s electrical wiring was confirmed as the choice to fit
out the US military aircraft Lockheed Martin F-16 and
Boeing’s military helicopter, the MH-47 Chinook, for 2021-
2024.

During the year, Safran also began production of electrical
wiring for Airbus’ new twin-turbine H160 light helicopter, and
delivered the first electrical wiring for Dassault’s new Falcon 6X.

Industrial operations

During the vyear, the Group continued to combine and
streamline activities associated with electrical systems.

In the United States, operations at the Eatontown plant were
transferred to Safran’s Sarasota and Twinsburg sites, while
aftersales services for electrical distribution systems and
electrical components at Safran’s Milwaukee repair facility
were transferred to Safran’s Sarasota repair workshop.

Aerosystems

In response to the Covid-19 pandemic, Safran adapted its
production capacities in line with trends in its end markets.

Thanks to its chemicals and textiles expertise, the Group’s
different facilities were able to manufacture sanitizing gel
(Caudebec in France) and fabric masks (Cognac in France,
Belmar in the United States and Chihuahua in Mexico), and to
develop a reusable mask with filters.

Safety and protection systems

Emergency evacuation systems

Safran, world leader® in emergency evacuation systems,
delivered further evacuation slides during the year, notably for
the Airbus A320, A350XWB, Boeing 777 and Boeing 787
programs.

The Company also continued to manufacture and service
safety equipment on medical and civil rescue helicopters,
which were particularly in demand during the Covid-19
pandemic, but also during natural disasters, such as the floods
that hit the south of France towards the end of the year.

Emergency arresting systems

In 2020, Safran continued to deliver and service ground-
based emergency arresting systems located at the edge of
landing strips (barriers, cables, etc.) for military aircraft. The
Group was also involved in tests for the new class of US
nuclear aircraft carrier USS Ford, for which it supplies part of
the landing system.

Integrated management and control systems for fluids and fuel

During the year, Safran supplied the French Directorate
General of Weapons Procurement (DGA) with the first two
new-generation refueling nacelles (NARANG) for the Rafale
fighter jets used by the French Navy. This system allows the
Rafale to refuel another aircraft while in flight, thereby giving
the naval air defense additional operational capacity. These
nacelles were also selected by Dassault Aviation’s export
customers.

Safran also featured in the flight tests for the Boeing 777X,
expected to come into service at the end of 2023, thanks to
its LiSafe Fuel Quantity Indication System (FQIS). This
gauging system is the first in the world to use fiber optic
technology and increases safety on board, both by removing
electrical wires from inside the fuel tank and by delivering
more accurate fuel measurements and less weight than
systems used to date.

Lastly, Safran obtained certification during the year for new
polymer fuel tanks designed for Airbus Helicopters’
H160 helicopter. These tanks offer optimum use of space in
the aircraft while providing enhanced resilience in the event
of a crash.

() AMES is a joint venture between Air France Industries KLM Engineering & Maintenance and Safran Nacelles.

(2) Tests performed for the SOF milestone are designed to ensure that the system is safe to be used in flight. The tests showed

that the system represented no danger for the pilot, aircraft or any other equipoment under normal or emergency operating

conditions.
(3) Classification criteria: revenue - Source. Safran.
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Spare parts and services activities

The Covid-19 pandemic and ensuing slump in air traffic took a
toll on Safran’s Aerosystems support and services activities
for both airlines and helicopter operators.

In 2020, Safran signed a maintenance contract for the
emergency flotation system for all 98 helicopters in the HH-
65 Dolphin fleet used by the US Coast Guard. These
emergency flotation systems enable a helicopter in difficulty
to land on water and remain stable for the time needed to
evacuate passengers and crew in the event of a forced
landing on water.

Safran also streamlined its aftermarket services in the United
States, transferring its evacuation slide repair operations to
its site in Atlanta, Georgia. These repairs were previously
carried out at the Belmar site in New Jersey.

Avionics

Electromechanical actuation systems

Safran is a world leader® in autopilot and flight control
systems. The integration of the ElectroMechanical Systems
and Cockpit Controls businesses acquired from Collins
Aerospace was finalized in 2020. Test benches for the
production and maintenance of electronic control units for
flight control systems were transferred to Safran Electronics
& Defense Canada Inc. (Peterborough, Ontario, Canada)
during the year.

Data management and services

Safran’s Cassiopée data management services® were
selected or renewed by numerous airline companies,
including Air France, All Nippon Airways and China Southern,
which will deploy the new Cassiopée Alpha® digital platform
on its entire fleet of more than 600 aircraft.

During the year, Safran, helicopter operator HeliDax and the
software supplier AMS (Aircraft Maintenance Systems)
performed the technical validation for the entire Cassiopée
digital chain designed for Airbus Helicopters’ Colibri EC120B
helicopter.

In 2020, sales of the Helicom flight data acquisition unit
exceeded 600 units fitted on EASA-certified helicopters.

Safran Electronics & Defense also signed a five-year contract
with Germany engine manufacturer MTU Aero Engines. Thanks
to the Cassiopée™ Alpha flight data decoding platform, MTU
Aero Engines will be able to provide more efficient
maintenance services for the German Army’s A400M aircraft.

(1) Source. Safran.

Electronics and critical software

Safran develops, produces, and services certified embedded
computers (FADEC*). During the year, in line with the
defined schedule, Safran:

m continued to develop new-generation FADEC software for
the M88 engine fitted on the Rafale fighter jet;

m obtained certification for the FADEC system that will be
installed on the GE9X engine powering the Boeing 777X.

Aerospace navigation and sensors

The Future Combat Air System (FCAS) is a program to
develop - by 2040 - a New Generation Fighter (NGF) aircraft
combining a wide array of interconnected and interoperable
elements. In this regard, Safran was asked by the DGA to
review the navigation system architecture together with
Dassault Aviation. This system is set to be used on the future
generation of Rafale fighter jets.

In inertial navigation, Safran continued its strategic
partnership with India through HAL (Hindustan Aeronautics
Limited), particularly for combat aircraft.

Cockpit solutions

The Group offers a wide range of cockpit solutions for
ensuring flight safety and efficient, comfortable piloting on
aircraft. In 2020, Airbus chose Safran to supply switches and
indicators for the cockpit panels on most of its aircraft fleet.

Boeing also confirmed its choice of Safran for its cockpit
solutions:

m by selecting Safran’s central console control panel for the
maiden flight of its new Boeing 777X;

® by granting preferred-supplier status to IDD Aerospace, a
Safran Electronics & Defense subsidiary based in
Redmond, Washington (United States) manufacturing
cockpit equipment. IDD Aerospace also supplies all
lightplates, control panels and Flight Management System
(FMS) keyboards for the Boeing 737MAX;

m by signing an extension to its agreements with Safran to
supply the full pilot control system (PCS) for the
Boeing 787. The PCS supplied by Safran includes yokes,
pedals and the central pilot control unit equipped with
throttle controls and secondary controls (air brakes,
shutter controls, parking brakes).

Visual perception systems

Safran’s long-standing experience in this field has enabled it
to develop a comprehensive range of exterior lighting for all
types of aircraft, ensuring both in-flight and ground staff
safety. During the year, Safran was chosen by Dassault
Aviation to supply all of the exterior LED lighting for its future
business jet.

(2) Cassiopée data management compiles flight data and analyses solutions for all types of aircraft and helicopters. Cassiopée
helps reduce fuel consumption, optimize maintenance costs and enhance flight safety.

(3) Cassiopée Alpha is Safran’s latest-generation data management Cassiopée platform. It offers simultaneous ultra-fast, high-
capacity decoding of data and bespoke configuration of numerous algorithms and alerts. The platform can be adapted to the
needs of different users, and is able to understand the different aircraft types, irrespective of the size of the fleet.

(4) Full Authority Digital Engine Control.
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New services

In 2020, to support its customers, airframers and helicopter
manufacturers working on their final assembly lines (FAL),
Safran rolled out its Safran F@L app. Developed by Safran
Electronics & Defense, the app allows Airbus, Airbus Helicopters,
Dassault Aviation and ATR teams to rapidly contact Safran’s
on-site support teams.

Innovation

As part of the fight to stem the spread of Covid-19, the French
Ministry of the Armed Forces launched a call for projects
through the Defense Innovation Agency (AID®). Safran
unveiled “Safe Air”, a prototype aircraft filtering system that
prevents the circulation of aerosol particles. “Safe Air” was one
of the 37 projects chosen out of the 2,780 projects submitted
to the Agency.

Industrial operations

At the end of 2020, Safran Electronics & Defense increased
its storage capacity in Casablanca (Morocco) with a new
1,200 sqg.m. facility. Adjoined to the existing building, the new
facility will help to optimize the production line. Space
remains for other extensions on the land owned by Safran.

Defense
Optronics and sights

Land: sights

Safran’s onboard equipment provides protection for land
combat vehicles, with stabilized sighting a key factor in
ambulant firing capability under day or night conditions.

During the year, Safran certified the new-generation PASEO
optronic system. The 2019-2025 French Military Planning Law
provides for the delivery of 300 Jaguar® vehicles to the
French Armed Forces, which will all be fitted with PASEO
sighting systems, the first of which have already been
delivered to Nexter.

The first light Mobile Protected Firepower (MPF) tank fitted
with PASEO CITV sights developed jointly with Safran Optics
1 in the United States was delivered to the US Army and is
currently being tested.

Air: optronic pods

Safran’s airborne optronic equipment is involved in major
combat helicopter programs. Euroflir gyrostabilized electro-
optical systems, for example, provide long-range observation
and target location capabilities. The Euroflir™ 410 NG system
was selected by various French Army Corps in 2020 for
around 30 of their helicopters (NH90, H225M, H160 and
Dauphin), and 12 maritime patrol aircraft (Falcon 50 and
Falcon 2000) of the AVISMAR maritime surveillance program.

The Euroflir™ 510 system was also chosen by France, Spain
and Germany to be fitted on all Tiger-MK3 attack helicopters
operated by their Armed Forces.

Maritime

In the maritime field, Safran has recognized expertise in optronic
masts and periscopes for conventional and nuclear submarines
as well as a complete range of optronic surveillance, fire
direction and self-protection systems for surface vessels.

Safran’s optronic search masks (MOV) were chosen in 2014 to
equip the two first vessels of South Korea’s future ocean-going
KSS-III submarine class. The flagship vessel, the “Dosan Anh
Changho”, was launched in 2018. Sea trials are underway for
the first optronic search mast system and should be a factor in
securing the submarine’s approval by the South Korean Navy.

Safran Electronics & Defense Australasia signed agreements
with two Australian companies, Acacia Systems and Thomas
Global Systems, for the design of certain aspects of critical
subsystems for Australia’s future submarine program. In 2019,
Lockheed Martin had chosen Safran to design the search and
attack optronic masts, the navigation radar mast and the
navigation data distribution systems for these submarines.

For surface vessels, the PASEO XLR (eXtra Long Range) was
chosen by the DGA in France for three new coastal
surveillance vessels (VCSM) built by the Socarenam shipyard in
Boulogne-sur-Mer for the French Maritime Gendarmerie.

Safran was also involved in the delivery to the Japanese Navy
of two Vigy Observers fitted with a new observation system
providing panoramic tracking and automatic target detection.
The system was also used on a BlueNaute inertial navigation
system to ensure comprehensive horizontal scanning despite
the ship’s movements. Despite the health crisis, shipments of
these new systems were delivered in line with the defined
schedule.

Portable optronics

During the year Safran took its first two orders for its new E-
NYX™ wide field-of-view night-vision goggles. Combining
extremely light weight with enhanced reliability, robustness
and performance, in particular due to its expanded 47° field of
view, E-NYX™ was selected by two NATO countries that
recently confirmed their plans to join the Takuba Task Force,
created to fight terrorist groups in the Sahel.

In 2020, Safran launched series production of its JIM LR goggles
at its Sdo Jose dos Campos site. All production is designed for
the Brazilian Army as part of its SISFRON border protection
program. Safran also took the first orders for its NYX night
vision goggles marketed with its partner Theon Sensors
(Greece) for Brazil’s Federal Police and Ministry of Justice.

At the end of the year, Safran Vectronix sold the first five
Primus TNF® units to Hirtenberger Defense Systems within
the scope of the Armasuisse™® weapons acquisition program.
Safran Vectronix expects this program to place total orders
for around 300 units in 2021.

(1) The Defense Innovation Agency (AID) is a government agency with national authority and is part of the DGA.
(2) Jaguar is a hew-generation 6x6 reconnaissance and combat armored vehicle designed for urban or mountainous environments.

(3) PRIMUS TNF is a gyrostabilized targeting system.
(4) Switzerland'’s Federal Office for Defense Procurement.
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Parachutes and protections

In 2020, Safran strengthened its position among the world’s
leading manufacturers of parachute systems and protective
equipment for military and space missions following the
success of the extremely high altitude tests of its new
Phantom wing for its MMS 400 tactical parachute system.
The test phase was designed to certify the system for jumps
from 29,500 feet (around 9,000 meters), i.e., the cruising
altitude of passenger airlines. The tests were carried out in
California over a period of one and a half years, using a
Hercules C130 aircraft. Safran is the world’s only parachute
manufacturer to have carried out certification tests at this
altitude.

Navigation and sensors

In late 2019, Safran was chosen by the DGA to conduct a study
to demonstrate that HRG® technology meets its nuclear
deterrent performance requirements with a view to fitting the
technology on the future Rafale fighter jets to be operated by
the French Armed Forces.

The Geonyx inertial navigation system has been a resounding
success since it was launched and first ordered by the
Singapore Army in 2018. Various tests were conducted on
different platforms (armored vehicles, mortars, pounders)
under simulated real-life operating conditions, confirming its
reliability and paving the way for swift commercial success in
France and in export sales. This momentum continued in
2020 with the sale of 180 units, including a 100-unit order for
the Swiss Army.

Seekers and guidance systems

AASM®

At the end of April 2020, the DGA certified the new AASM
Block4 precision-guided bomb, enabling the first deliveries to
commence. This latest model provides additional capacity,
while reducing production costs.

In December 2020, the 1,000kg version of the AASM air-to-
ground weapon featuring Safran Electronics & Defense
technology® successfully completed its first two inert
separation tests from a Rafale fighter jet at the DGA'’s flight test
center in Cazaux, France.

Studies are currently in progress on the future versions of the
AASM, particularly the model offering dual-mode
electromagnetic-infrared features (AASM EMIR).

SLPRM

The SLPRM Local Mission Planning and Debriefing System
(Systeme Local de Préparation et de Restitution de Mission),
used by all aircraft of the French Air Force, is also the
operating system for all Rafale fighter jets.

In the second quarter of 2020, an agreement was signed
between Safran and Dassault Aviation to cooperate on the
future PREMISS NG unique Mission Planning System.

Safran is in charge of marketing the system in France, while
Dassault is responsible for the export market.

(1D Hemispherical resonator gyroscope.

(2) Armement air-sol modulaire (modular air-to-ground weapon).

(3) See section 1.2.2.5.

Drones

Patroller UAV systems

The investigation by the Accident Investigation Board
(BEA-E™) regarding the December 6, 2019 accident at the
Istres flight test center is ongoing.

Despite a slowdown while lockdown restrictions were in
place, in 2020 Safran continued to develop its Patroller
tactical UAV, selected by the DGA as the tactical drone
program for the French Army. Flight tests have resumed with
a safety pilot on board. The aim is to start Army pilot training
by the end of 2021.

In 2020, the DGA granted Safran approval for its drone design.
This represents an important step towards obtaining
certification for this program, testifying to its compliance with
the airworthiness standards necessary for its operation.

Data systems

The Covid-19 pandemic did not have a big impact on Safran’s
Data Systems business in 2020.

Onboard data acquisition units

For the first time at its August 15, 2020 launch, the Ariane 5
rocket was equipped with the new autonomous tracking kit
(KASSAYV) developed by Safran under the aegis of the French
national agency for space research (Centre national d’études
spatiales - CNES) and in partnership with ArianeGroup. This
first version of the KASSAV system enables the relevant
teams to track the launcher autonomously. This new data
source should ultimately replace the trajectography data
provided by the ground radar network and looks ahead to
the development of the fully autonomous KASSAV 2
neutralization system.

Sales teams have made significant headway in the United
States, landing contracts to supply instrumentation solutions
for Lockheed Martin’s F-35, F-16 Bahrain and ADP ZE1
Advanced Development Platforms, and for Bell's Future
Attack Reconnaissance Aircraft (FARA).

Safran also signed a contract with VR-Technologies, a new
Russian Helicopters subsidiary. The contract covers the
delivery of flight test instrumentation solutions for two
prototypes of the VRT500 helicopter, and of “lron Bird” test
rigs (helicopter replica used to test all systems on the ground,
including the engine and rotating part).

Telemetry solutions

In the field of telemetry solutions for missile test centers,
Safran signed three new contracts with the Indian missile test
center, Integrated Test Range, for comprehensive telemetry
tracking stations (antennae, receivers, radio-frequency
recorders, data processing software).

(4) The Accident Investigation Board (Bureau enquétes accidents pour la sécurité de I'aéronautique d’Etat - BEA-E) is a French
public interdepartmental body created in 2003 to conduct safety investigations into serious air accidents and incidents
involving government aircraft. The BEA-E is therefore the equivalent of the BEA for civil aviation.
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In 2020, Safran hosted the DGA-Missile Testing division at its
La Teste-de-Buch site in France’s Gironde region to discuss
the progress of the Stromboli flight termination system in
France. The supplemental agreement relates to four fixed
stations and a mobile station positioned along the Atlantic
and Mediterranean seaboards.

WeTrack - satellite surveillance.

Since 2020, the French Space Command® uses information
provided by the Safran WeTrack® global network of radio-
frequency sensors tracking geostationary satellites.

Three satellites were successfully orbited by the Ariane 5
launcher on August 15, 2020, notably Spacelogistics’
Missions Extension Vehicle (MEV-2). The MEV-2 was subject
to an unprecedented tracking test by the Safran WeTrack
network, which tracked the trajectory of a non-geostationary
satellite for the first time. This major technical achievement
was made possible by (i) modifying the processing
algorithms for data captured by the sensors, and (ii) using
new “full motion” antennae.

Industrial operations

During the year, Safran laid the foundation stone of the
extension to its engineering and production facility at La
Teste-de-Buch in France’s Gironde region. This new building
will help improve industrial efficiency and support the
company’s growth in light of the upsurge in space programs.

High-performance optics

In 2020, Safran Reosc’s Astronomy programs (ELT®
telescope mirrors) and spatial optics (earth observation,
science and weather missions) continued at a steady pace
despite the Covid-19 pandemic.

Astronomy

The future ELT, which is currently being built by the European
Southern Observatory (ESO™), will enable major advances in
astronomy. Installed in Chile, the ELT will be the biggest
telescope ever built. Its “first light” is slated for 2025. Safran has
participated in each of the ELT mirrors. In July 2020, a key
milestone was crossed in the ELT program, with the first of the
931 segments of the primary mirror (M1) entering into
production on the pilot production line at Safran’s Poitiers
facility, inaugurated in February 2020.

Spatial optics

In 2020, Safran Reosc was awarded two initial contracts by
CNES to prepare France’s future earth observation program,
IRIS. The contracts are for the improvement of (i) high-
performance mirror production technologies and (ii) infrared
optical component performance.

KARI, the South Korean Space Agency, renewed its faith in
Safran Reosc by awarding it a contract to produce a fourth
replica of the primary mirror of the telescope for the Kompsat
7 high-resolution earth observation satellites.

Safran Reosc was also chosen by an Asian Space Agency to
create a high-precision telescope for the pre-launch
metrology of future spatial optic payloads.

Lastly, OHB Systems awarded Safran Reosc a contract to
produce a third series of infrared optical components for
Germany’s GEORG information gathering satellite.

Industrial operations

During the year, Safran inaugurated its “Factory 4.0” in
Poitiers. The new facility produces primary mirror segments
for the ELT, the world’s most powerful telescope, for which
Safran Reosc was awarded the contracts for all of the mirrors.
This 5,000 sg.m. facility will be used to polish the 931
segments for the primary mirror, mount them on their cradle
and test them. Once assembled, the mirror will have a
diameter of 39 meters.

At the Saint-Pierre-du-Perray site in France’s Essonne region,
Safran’s production line featuring latest-generation machinery
came into operation, for pixilated optical processing on
infrared detectors. The production line is part of the program
to manufacture seekers for the MICA NG missile.

(1) The French Space Command is a French joint military body created on September 8 2019 to build better space defense

capabilities and an autonomous space strategy.

(2) The WeTrack network is an infrastructure designed by Safran to monitor virtually all of the world’s geostationary satellites, i.e.,
over 200, tracking their positions 24,7 and processing measurements in less than 20 minutes.

(3) In 2019, Safran Reosc was selected by the ESO to design and produce the fifth and final mirror (M5) for the future Extremely
Large Telescope (ELT). Safran previously won the contracts to make the thin glass petals of the M4 mirror in 2015, polish the M2

mirror in 2016 and polish the M3 mirror and all segments of the M1 mirror in 2017.

(4) A European organization for astronomy research.
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REVIEW OF OPERATIONS IN 2020 AND OUTLOOK FOR 2021

Comments on the Group’s performance in 2020 based on adjusted data and outlook for 2021

2.1.3.3 Aircraft Interiors

Adjusted key figures

(in € millions)

2019 -:E:l Year-on-year change

Revenue 3,321 1,922 42)%
Recurring operating income (loss) 188 a74) N/A
Profit (loss) from operations 182 (246) N/A
Free cash flow m (377) N/A
Acquisitions of property, plant and equipment 60 31 48)%
Research and development
Self-funded R&D (237) 173) 27)%
% of revenue 7.1% 9.0% +1.9 pts
Research tax credit 6 7 +17%
Self-funded R&D after research tax credit (231) (166) 28)%
Capitalized expenditure 68 93 +37%
Amortization and impairment of R&D expenditure 19) (70) N/A
Impact on profit from operations (182) 143) QNH%
% of revenue 5.5% 7.4% +1.9 pts
Headcount 22,118 13,928 37)%

Review of Aircraft Interiors operations in 2020

In 2020, revenue was €1,922 million, down 42.1% compared to
€3,321 million in 2019. On an organic basis, revenue
decreased by 40.4%.

m  OE revenue dropped by 40.5% (or 38.5% organically) in
2020. Sales were strongly impacted by lower volumes on
business seats programs and economy seats. Cabin
revenue was also affected in terms of galleys (capacity
reduction on the Boeing 737MAX, and on the A320 and
A330 programs), inserts and lavatories (mainly on the
A220 and A350), as well as cabin interior programs. To a
lesser extent, Passenger Solutions encountered difficulties
related to Connected Cabin operations (cancellations,
postponed retrofits, etc.).

m Services revenue decreased by 46.6% (or 45.8%
organically) in 2020, mainly due to the Seats aftermarket
and Cabin spare parts (galleys, trolleys, inserts) and, to a
lesser extent, Passenger Solutions support activities.

The recurring operating loss for the period was €174 million, a
decrease of €362 million compared to the recurring operating
income of €188 million in 2019. Recurring operating margin
sharply decreased from a positive 5.7% to a negative 9.1%.

The profitability strongly decreased in Seats both for OE and
services due to lower volumes. The slowdown in business also
affected Cabin activities (OE and services) and Passenger
Solutions. The measures taken under the adaptation plan and
lower R&D expenses in 2020 had a positive impact.

(D) Inserts: ovens and electrical kitchen equipment.
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Commercial and industrial developments

Cabins

The Group reported a number of commercial wins in 2020:

m the airframers Gulfstream and Pilatus selected Safran inserts
(ovens and electrical kitchen equipment) for their G700
and PC-24 business jets;

m Flyadeal (a Saudia subsidiary) chose Safran inserts® for its
A320 family;

® a UK airline chose to fit out all of the aircraft in its fleet
with Safran food trolleys and containers and chose Safran
galleys for its 18 new Boeing 777-9 aircraft in a linefit order;

® a German airline company chose Safran galleys to fit out
20 Boeing 787 and 10 A350 aircraft;

® Indian airline Indigo selected Safran food trolleys and
containers for its A320neo fleet, as did Korean Air for its
Boeing 787-10 aircraft.

Two regional US airlines also chose Safran to reconfigure the
cabins on their regional Embraer EJets, while freight
companies DHL and Fedex placed orders for cargo
containers and pallets.

Seats

In light of the Covid-19 pandemic, the ensuing slump in global
air traffic and the decline in production rates at airframers
and helicopter manufacturers, Safran adapted its aircraft seat
production capacities. Few OE orders were canceled in the
year, but many were postponed. Similarly, many airlines
postponed their 2020 retrofit programs to 2021 and beyond.

In response, Safran developed a range of patented designs

named “Travel Safe by Safran Seats” to support airline

companies. These solutions address three objectives:

m social distancing without loss of cabin density with
equipment such as “Ringfence”, a simple removable partition
that isolates neighboring passengers;

m touchless interactions, for example suite door actuation
and pedal actuators for backrest recline functions;

m virus-free surfaces, thanks to a broad range of coatings
which facilitate disinfection and cleaning.
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Comments on the Group’s performance in 2020 based on adjusted data and outlook for 2021

Economy and Premium Economy Class passenger seats

In 2020, Safran received new orders from various airline
companies. This commercial success during the year was mainly
attributable to Economy Class seats, with the selection of:

m Z300E seats by a European airline for 19 new Airbus A350
aircraft;

® Z300 seats by an Asian airline for its Airbus A321 aircraft;

m Z85 seats by a company based in Asia for 60 new Airbus
A320 aircraft.

In the Premium Economy Class segment, Safran was chosen
by an airline company based in the Pacific to supply Z535i
seats for its future Airbus A350 fleet and Boeing 787 fleet.

Business and First Class passenger seats

Safran’s Business and First Class seats also recorded several
successes during the year. In all, 2,735 Business Class seats
were delivered in 2020.

For the first time, the Business Class seat Skylounge Core
offering a flat bed was selected by an Asian customer for
eight new Airbus A330 aircraft. A bespoke Safran Business
Class seat was also chosen by an airline in the United States
and another in Japan for their new Boeing 787 aircraft.

Complex cabin equipment and passenger comfort
solutions

The Covid-19 pandemic took its toll on Safran’s complex
equipment and passenger comfort solutions throughout the
year.

2.1.4 Subsequent events

On February 25, 2021 at the time of its 2020 annual results
presentation, Safran disclosed its objectives for 2021 in a
context of the recent slowing of air traffic recovery in several
regions of the world generates uncertainty, notably with a
risk of delayed recovery of civil aftermarket.

In this context, Safran expects for FY 2021 (compared with

FY 2020 figures):

m Back-end loaded activity and profitability

m Adjusted revenue to decrease in the low single digits in
organic terms. At an estimated spot rate of USD 1.22 to the
Euro, adjusted revenue to decrease in the high single
digits;

Water and waste management systems

Safran’s water and waste management systems saw a
slowdown in activity owing to the slump in air traffic as well
as a decline in airframer production rates.

However, good advances were made regarding the
development of a drinking and wastewater management
system for the Comac C919 program, and kits were delivered
for use in the certification tests. Work also began on the
design of a new wastewater tank for the A321neo ACF®.

Sales in the rail transport segment proved upbeat, and Safran
began delivering its water management systems and toilet
compartments for two major contracts, one in Europe and the
other in Asia.

In-flight entertainment and connectivity solutions

Owing to the slump in global air traffic in 2020, the Group
had to adapt its in-flight entertainment production capacities,
namely in line with demands from airframers and airline
companies to reschedule their deliveries of Safran systems
over the next few years. Nevertheless, Safran landed several
new contracts, including one to supply in-flight entertainment
systems for the new A350 aircraft in a linefit order.

Ventilation and environment control systems

New contracts to supply ventilation systems were also signed
in the year. Safran also continued to develop the air
conditioning system for the future Cessna Denali turboprop
business jet, and for several other programs in the general
aviation segment.

VIP aircraft interiors

In 2020, two further cabin retrofit contracts were signed for
government aircraft. Towards the end of the year, a VIP
interior for a Boeing 787 was delivered to UAE-based
Presidential Flights, with which a contract is in progress for a
second aircraft.

m Adjusted recurring operating margin to increase above
100 bps, at least a 300 bps improvement versus H2 2020
(based on a hedge rate of USD 116 to the Euro and an
adjusted revenue based on a spot rate at USD 1.22 to the
Euro), thanks to structural savings already achieved and
additional measures to be implemented,;

m Free cash flow generation to stay at least at the same
level as in 2020 despite strong uncertainties regarding
working capital evolution.

(1) Thanks to a modiification to the fuselage (two extra escape doors added), the A32Ineo ACF can now seat up to 240 passengers.
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Comments on the Group’s performance in 2020 based on adjusted data and outlook for 2021

These objectives are based notably on the following
assumptions:
= OE Revenue:
e Number of LEAP deliveries: 800+
e Number of CFM56 deliveries to be halved as expected
e On widebody programs: lower OE rates, reflecting
notably 787 production rate recently announced by
Boeing and deferrals impacting retrofit activities in
Aircraft Interiors
m Services Revenue:
e Civil aftermarket estimated growth in the high single
digits (in USD terms)
e Other services revenue to decrease in the low single
digits (in organic terms)
= Recurring Operating Income:
e Increasing recurring operating margin in Propulsion
e Stable recurring operating margin in Aircraft Equipment,
Defense and Aerosystems
e Recurring operating margin negative but improving
throughout the year in Aircraft Interiors
® Continuing and extending manufacturing
optimisation
m Slight increase in R&D expenses but impact almost
neutral on recurring operating income: increase in R&T
expenses consistent with a larger share of public funding
and development expenses decrease with no new program
planned
m Stability in Capex outflows: thanks to 2020 decrease in
Capex commitments and despite an increase in 2021
commitments (strategic priorities, 2020 differed
investments.

footprint
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Liquidity:

On March 4, 2021, Safran signed a new €500 million loan
agreement with the European Investment Bank. The credit
line will be made available to Safran, at the date of its
choosing, within 18 months of the date of signature of the
agreement, and will have a maturity of up to ten years, as
from when the funds are provided. The loan will be used to
finance some of the Group’s research into innovative
propulsion systems for the next generation of single-aisle
commercial aircraft, marking a major step forward in Safran’s
roadmap towards achieving carbon free air transportation.

On March 16, 2021, Safran launched a dual-tranche offering of
fixed-rate bonds for a total nominal amount of €1,400 million,
comprising:
e a five-year tranche due March 2026 for a nominal
amount of €700 million, paying an annual coupon of
0.125%. The bonds were issued at 99.231% of par;

e a ten-year tranche due March 2031 for a nominal amount
of €700 million, paying an annual coupon of 0.750%.
The bonds were issued at 99.349% of par.

Following the transactions on March 4, 2021 and March 16,
2021, the amount available under the confirmed liquidity line
set up on April 22, 2020 - and which had remained undrawn
from that date - was reduced to zero. At December 31, 2020,
the facility represented €1,425 million (see section 3.1,
Note 31, “Management of market risks and derivatives”).
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2.2

2.2.1 Consolidated income statement

Comments on the consolidated financial statements

COMMENTS ON THE CONSOLIDATED FINANCIAL STATEMENTS

The simplified consolidated income statement for the year ended December 31, 2020 presented below was taken directly from

the consolidated financial statements included in section 3.1.

(in € millions)

2019 2020

Year-on-year change

Revenue 25,098 16,631 (33.7)%
Other operating income and expenses (21,438) (15,286)

Share in profit from joint ventures 164 48

Recurring operating income 3,824 1,393 (63.6)%
Other non-recurring operating income and expenses 13 (466)

Profit from operations 3,837 927 (75.8)%
Financial income (loss) (363) (357)

Income tax expense (962) 184)

Profit from continuing operations 2,512 386

Profit for the period attributable to non-controlling interests (65) (34)

PROFIT FOR THE PERIOD ATTRIBUTABLE TO OWNERS OF THE

PARENT 2,447 352

Consolidated revenue

Consolidated revenue fell 33.7% year-on-year to €16,631 million
in 2020 from €25,098 million in 2019.

The difference between adjusted consolidated revenue and
consolidated revenue is due to the exclusion of foreign currency
derivatives from the adjusted figures (see section 2.1.1).

Year-on-year changes in revenue excluding the impact of
adjusting items are analyzed above (see section 2.1.2).

Recurring operating income

Recurring operating income was €1,393 million in 2020 versus

€3,824 million in 2019. The difference between recurring

operating income and adjusted recurring operating income

(see section 2.1.2), which came in at €1,686 million, reflects:

® amortization charged against intangible assets measured
when allocating the purchase price for business
combinations, representing €422 million;

® a positive €134 million impact resulting from foreign
currency hedging transactions.

Changes in adjusted recurring operating income are analyzed
above (see section 2.1.2).

Profit from operations

Profit from operations was down 75.8% year-on-year to
€927 million in 2020 from €3,837 million in 2019. Profit from
operations includes recurring operating income of €1,393
million (€3,824 million in 2019) and other non-recurring items,
representing an expense of €466 million (income of €13 million
in 2019).

Changes in adjusted profit from operations are analyzed
above (see section 2.1.2).

Financial income (loss)

The Group reported a financial loss of €357 million in 2020
versus a financial loss of €363 million in 2019.

Two items account for the difference between consolidated
and adjusted financial loss for 2020 (see section 2.1.2):

® changes in the fair value of currency instruments hedging
future cash flows, which had a positive impact of
€216 million in 2020. These changes relate to volatility in
the EUR/USD exchange rate, since the currency hedging
portfolio was priced based on a year-end exchange rate of
1.23 at December 31, 2020 and 1.12 at December 31, 2019;

® the impact of foreign currency hedging on the portion of
foreign currency denominated flows hedged by the Group,
representing a positive €134 million impact in 2020. This
impact is recognized in financial income (loss) in the
consolidated financial statements and within profit from
operations (mostly in revenue) in the adjusted income
statement.

Income tax expense
The Group reported an income tax expense of €184 million in

2020, compared with an income tax expense of €962 million
in 2019.

Consolidated profit attributable to owners
of the parent

This caption represented profit of €352 million for 2020,
compared with profit of €2,447 million for 2019.

Changes in adjusted profit are analyzed above (see section 2.1.2).
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Comments on the consolidated financial statements

2.2.2 Simplified consolidated balance sheet

The simplified consolidated balance sheet at December 31, 2020 presented below was taken directly from the consolidated

financial statements included in section 3.1.

(in € millions)

2019 2020

ASSETS

Goodwill 5,199 5,060
Property, plant and equipment and intangible assets 13,877 13,354
Investments in equity-accounted companies 2,21 2,126
Other non-current assets 1,416 751
Derivatives (positive fair value) 707 746
Inventories and work-in-progress 6,312 5,190
Contract costs 471 486
Trade and other receivables 7,639 5,769
Contract assets 1,743 1,695
Other current assets 601 607
Cash and cash equivalents 2,632 3,747
TOTAL ASSETS 42,808 39,531
EQUITY AND LIABILITIES

Equity 12,748 12,349
Provisions 3,083 2,847
Borrowings subject to specific conditions 505 426
Interest-bearing financial liabilities 6,779 6,591
Derivatives (negative fair value) 1,038 1,262
Other non-current liabilities 1,342 1,287
Trade and other payables 6,164 4,353
Contract liabilities 10,923 9,838
Other current liabilities 226 177
TOTAL EQUITY AND LIABILITIES 42,808 39,531

2.2.3 Change in consolidated net debt

The year-on-year change in the Group’s net debt for 2019 and 2020 can be summarized as follows:

(in € millions)

2019 2020

Cash flow from operations 4,042 1,874
Change in working capital (897) @)
Acquisitions of property, plant and equipment (695) (449)
Acquisitions of intangible assets (134) (57)
Capitalization of R&D expenditure (333) (287)
Free cash flow 1,983 1,073
Dividends paid 817) 4
Divestments/acquisitions of securities and other (1,482) 253
NET CHANGE IN CASH AND CASH EQUIVALENTS (316) 1,322
Net debt at January 1 (3,798)® 4.n4)
Net debt at December 31 (4,14) (2,792)

(D Including €529 million relating to the impact at January 1 of applying IFRS 16, “Leases” (see section 3.1, Note 3).

Cash flow from operations is calculated by taking profit or loss
before tax and adjusting for income and expenses with no cash
impact, for example net charges to depreciation, amortization
and provisions, and changes in the fair value of financial
instruments hedging future cash flows®. Cash flow from
operations, before changes in working capital decreased by
€2,168 million year-on-year, from €4,042 million in 2019 to
€1,874 million in 2020. The decrease is in line with the
downturn in business owing to the health crisis but does not
impact the financing of operating working capital needs,
investments in property, plant and equipment and intangible
assets, or dividend payments.

(1) See section 3.1, “Consolidated statement of cash flows”.

I SAFRAN 2020 UNIVERSAL REGISTRATION DOCUMENT

Operations generated €1,073 million of free cash flow (64% of
adjusted recurring operating income in 2020 compared to
52% in 2019).

Dividends paid in the year totaling €4 million correspond to
dividends paid by foreign subsidiaries to their non-controlling
shareholders.

The net debt position was €2,792 million at December 31,
2020, compared to €4,114 million at December 31, 2019.

At December 31, 2020, Safran had €3,747 million of cash and
cash equivalents, as well as a confirmed, undrawn credit
facility of €2,520 million and an additional confirmed,
undrawn liquidity line of €1,425 million.
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2.3

2.3.1 Simplified income statement

Comments on the parent company financial statements

COMMENTS ON THE PARENT COMPANY FINANCIAL STATEMENTS

Safran’s simplified income statement for the year ended December 31, 2020 presented below was taken directly from the parent

company financial statements included in section 3.3.

(in € millions)

2019 2020

Revenue 723 541
Other operating income and expenses (790) (620)
Loss from operations (67) (79)
Financial income 1,275 1,671
Non-recurring items 70 a4)
Income tax benefit 19 69
PROFIT FOR THE PERIOD 1,297 1,647

Revenue came in at €541 million in 2020 versus €723 million
in 2019, and chiefly includes billings of general assistance
services provided by the parent company to its subsidiaries,
as well as specific amounts billed to certain subsidiaries (rent,
employees, IT services) and miscellaneous services related to
projects (research projects, for example) managed by the
parent company on behalf of all of its subsidiaries.

Other operating income and expenses represented a net
expense of €620 million in 2020 and a net expense of €790
million in 2019.

Safran reported a loss from operations of €79 million in 2020
and €67 million in 2019.

It reported financial income of €1,671 million in 2020 and
€1,275 million in 2019. Financial income includes dividends
received from subsidiaries totaling €1,695 million, compared to

2.3.2 Simplified balance sheet

€1,208 million in 2019. It also includes net interest expense of
€2 million in 2020 (net interest income of €20 million in 2019)
and foreign exchange losses of €18 million (€30 million in
foreign exchange gains in 2019).

Safran reported a non-recurring expense of €14 million in 2020
versus non-recurring income of €70 million in 2019.

Income tax represented a benefit of €59 million under the
Group’s tax consolidation regime in 2020 (€1 million in the
previous year). A net reversal of the provision for the transfer
of the tax saving relating to the French tax group from Safran
to its loss-making subsidiaries was recognized in Safran’s
financial statements in an amount of €10 million in 2020 (net
reversal amounting to €18 million in 2019).

On account of the above, profit for the period came in at
€1,647 million, compared to €1,297 million in 2019.

Safran’s simplified balance sheet at December 31, 2020 presented below was taken directly from the parent company financial

statements included in section 3.3.

(in € millions)

2019 2020

ASSETS

Non-current assets 18,355 18,299
Cash equivalents and marketable securities 2,568 3,488
Other current assets 4,299 4,403
TOTAL ASSETS 25,222 26,190
EQUITY AND LIABILITIES

Equity 10,062 1,710
Provisions 627 544
Borrowings 5,673 5,738
Other payables 8,860 8,198
TOTAL EQUITY AND LIABILITIES 25,222 26,190

Changes in equity reflect profit for the year totaling €1,647 million.

Changes in borrowings include the issue of OCEANE 2027 convertible bonds and unsecured notes, and the repayment of bonds

and notes (see section 3.3, Note 3.9 and section 7.2.3.2).
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Comments on the parent company financial statements

2.3.3 Other information

Supplier and customer payment periods

Pursuant to Article D.441-4 of the French Commercial Code (Code de commerce), the table below shows outstanding invoices
due and past due at the end of the reporting period:

Article D.441-1.-1: Invoices received but not settled at December 31, 2020  Article D.441-1.-2: Invoices issued but not settled at December 31, 2020

0 days 611090 Total (1 or Ocdays 1t030 31t060  61to90 Morethan90  Total (1 or
(indicative) 1to 30 days 31to 60 days days moredays) (indicative)  days  days days days more days)

(A) BREAKDOWN OF PAST DUE PAYMENTS

Number of invoices
concerned - 101 137

Total amount of
invoices concerned
including VAT (€)
% total purchases

in 2020 including
VAT -

% revenue in 2020
including VAT - 0.00% 0.01% 0.08% 0.04%

(B) INVOICES EXCLUDED FROM (A) RELATING TO DISPUTED OR UNRECOGNIZED PAYABLES AND RECEIVABLES

Number of invoices
excluded 213 3

Total amount of
invoices excluded
(€] 2,501,799 818,352

(C) REFERENCE PAYMENT TERMS USED (CONTRACTUAL OR STATUTORY TERMS PURSUANT TO ARTICLE L.441-6 OR
L.443-1 OF THE FRENCH COMMERCIAL CODE)

Reference payment
terms used to
calculate past due
payments

More than
90 days

- (131,037) (65,295) 42,306 590,360 436,334 - 18,061 66,158 557,978 312,097 954,294

(0.03)% (0.01H% 0.01% 0.12%  0.09%

0.13%

mContractual terms: CONTRACTUAL TERMS mContractual terms: CONTRACTUAL TERMS

OStatutory terms: (specify) OStatutory terms: (specify)

Non-deductible expenses

Non-deductible expenses (Article 223 quater and Article 39-4
of the French Tax Code [Code général des impdbts])
amounted to €0.3 million in 2020 (€0.7 million in 2019) and
relate to the non-deductible portion of vehicle lease
payments and depreciation.
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Dividends

Dividends that have not been claimed within five years are
time-barred and paid over to the French State in accordance
with the applicable legislation.

Future dividends will depend on Safran’s ability to generate
profits, its financial position and any other factors deemed
relevant by the Company’s corporate governance bodies.

Details of previous dividend payments are included in the
proposed appropriation of profit for 2020 and the five-year
financial summary of the Company set out below.
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Comments on the parent company financial statements

Proposed appropriation of 2020 profit

The Board of Directors recommends appropriating profit for 2020 as follows:

Profit for 2020

Retained earnings®

Profit available for distribution
Appropriation:

€1,647,405,155.68
€2,658,092,750.94
€4,305,497,906.62

Dividend
Retained earnings

€183,711,453.77

€4,121,786,452.85

(D Including the full amount of profit for 2019 allocated to retained earnings.

The dividends paid for the past three years were as follows:

Number of shares carrying dividend

Year rights'” Net dividend per share Total payout
2019 - - -
2018 431,474,040 €1.82 €785,282,752.80
2017 434,570,199 €1.60 €695,312,318.40®@

(D Total number of shares carrying dividend rights less the number of Safran shares held in treasury at the dividend payment date.
(2) Subject to the flat-rate tax provided for in Article 200 A of the French Tax Code or, on a discretionary basis, tax levied at the

progressive rate after the 40% tax relief provided for in Article 158, 3-2° of the French Tax Code.

Five-year financial summary of the Company

@in €) 2016 2017 2018 2019 2020
Capital at December 31

Share capital 83,405,917 83,405,917 87,153,590.20 85,446,831 85,446,831
Number of ordinary shares outstanding 417,029,585 417,029,585 435,767,951 427,234,155 427,235,939
Financial results

Profit before tax, statutory employee profit-sharing,

depreciation, amortization and provisions 767,391,743 1,251,397,582 1,621,981,388 1,382,153,454 1,786,495,281
Income tax expense (52,805,019) (33,064,752) (211,350,763) (551,456) (58,580,049)
Statutory employee profit-sharing for the fiscal

year - - - - -
Profit after tax, statutory employee profit-sharing,

depreciation, amortization and provisions 969,870,638 1,359,762,344 1,705,042,464 1,296,554,954 1,647,405,156
Dividend payment 633,884,969 667,247,336 793,097,671 - 183,711,454
Per share data

Profit after tax, statutory employee profit-sharing,

but before depreciation, amortization and

provisions

® per ordinary share outstanding 1.97 3.08 4.21 3.24 4.32
Profit after tax, statutory employee profit-sharing,

depreciation, amortization and provisions

m per ordinary share outstanding 2.33 3.26 3.91 3.03 3.86
Net dividend

m per ordinary share outstanding 1.52 1.60 1.82 - 0.43
Employees

Average number of employees during the fiscal

year 1,577 1,624 1,774 1,813 1,785
Total payroll 140,807,877 145,288,974 173,747,142 160,175,869 139,299,866
Social security and other social welfare

contributions 88,550,754 95,952,479 114,279,525% 137,669,709 75,980,598%

(D Including €5.0 million in contributions paid to the insurer that manages the defined benefit pension plan.
(2) Including €6.6 million in contributions paid to the insurer that manages the defined benefit pension plan.
(3) Including €2.3 million in contributions paid to the insurer that manages the defined benefit pension plan.
(4 Including €4.5 million in contributions paid to the insurer that manages the defined benefit pension plan.
(5) Including €5.3 million in contributions paid to the insurer that manages the defined benefit pension plan.
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FINANCIAL STATEMENTS

Group consolidated financial statements at December 31, 2020

IN ACCORDANCE WITH ARTICLE 19 OF REGULATION (EC) NO. 2017/1129 OF THE EUROPEAN
COMMISSION, THE FOLLOWING INFORMATION IS INCORPORATED BY REFERENCE IN THIS
UNIVERSAL REGISTRATION DOCUMENT:

® The consolidated and parent company financial statements for the year ended December 31, 2018 and the corresponding audit
reports as presented in sections 3.2 and 3.4 of the 2018 Registration Document filed with the French financial markets
authority (Autorité des marchés financiers - AMF) on March 29, 2019 under number D.19-0227; the consolidated financial
statements were prepared in accordance with IFRS as adopted by the European Union.

® The consolidated and parent company financial statements for the year ended December 31, 2019 and the corresponding audit
reports as presented in sections 3.2 and 3.4 of the 2019 Universal Registration Document filed with the AMF on March 31, 2020
under number D.20-0224; the consolidated financial statements were prepared in accordance with IFRS as adopted by the
European Union.

Those sections of the 2018 Registration Document and the 2019 Universal Registration Document that are not incorporated by
reference in this document are either considered no longer pertinent for investors or are dealt with in another section of the
2020 Universal Registration Document.

3.1 GROUP CONSOLIDATED FINANCIAL STATEMENTS AT DECEMBER 31, 2020

Consolidated income statement

(in € millions) Note 2019 2020

Revenue 6 25,098 16,631
Other income 7 297 267
Income from operations 25,395 16,898
Change in inventories of finished goods and work-in-progress 453 (865)
Capitalized production 438 329
Raw materials and consumables used 7 (14,448) (8,450)
Personnel costs 7 (6,349) (5,028)
Taxes (388) (326)
Depreciation, amortization and increase in provisions, net of use 7 (1,600) 1,212)
Asset impairment 7 57 149)
Other recurring operating income and expenses 7 102 148
Share in profit from joint ventures 16 164 48
Recurring operating income 3,824 1,393
Other non-recurring operating income and expenses 7 13 (466)
Profit from operations 3,837 927
Cost of net debt (33) (58)
Foreign exchange gain (loss) (283) (257)
Other financial income and expense 47) 42)
Financial income (loss) 8 (363) (357)
Profit before tax 3,474 570
Income tax expense 9 (962) (184)
PROFIT FOR THE PERIOD 2,512 386
Attributable to:

m owners of the parent 2,447 352
® non-controlling interests 65 34
Earnings per share attributable to owners of the parent (in €) 10

Basic earnings per share 5.69 0.83
Diluted earnings per share 5.63 0.80
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Consolidated statement of comprehensive income

(in € millions)

Note 2019 2020

Profit for the period 2,512 386
Other comprehensive income

Items to be reclassified to profit 131 (570)
Translation adjustments 144 (518)
Remeasurement of hedging instruments (22) a3)
Income tax related to components of other comprehensive income 7 7
to be reclassified to profit

Share in other comprehensive income (expense) of equity-accounted companies 16 2 (46)
to be reclassified to profit (net of tax)

Items not to be reclassified to profit (119) 4)
Actuarial gains and losses on post-employment benefits 25.c mo) 3)
Income tax related to components of other comprehensive income 32 1
not to be reclassified to profit

Share in other comprehensive income (expense) of equity-accounted companies not (32) a2)
to be reclassified to profit (net of tax)

Other comprehensive income (expense) for the period 12 (584)
TOTAL COMPREHENSIVE INCOME (EXPENSE) FOR THE PERIOD 2,524 (198)
Attributable to:

m owners of the parent 2,461 (227)
® non-controlling interests 63 29

In 2020, other comprehensive income relating to translation
adjustments includes:

m €7 million in translation losses (€3 million in translation
gains in 2019) arising in the period on long-term financing
granted to foreign subsidiaries. This financing meets the
criteria for classification as a net investment in a foreign
operation, and is treated in accordance with the applicable
provisions of IAS 21;

m €511 million in translation losses (€141 million in translation
gains in 2019) arising in the period on foreign operations
(essentially in the United States).

In 2020, other comprehensive income resulting from the
remeasurement of hedging instruments includes negative fair
value adjustments totaling €13 million (€5 million in 2019)
relating to cash flow hedges of interest payments on senior
unsecured notes (i) as of the end of first-quarter 2019 and
(ii) as of July 2020. The outstanding balance of the ongoing
cash flow hedging reserve is a negative €13 million (see the
consolidated statement of changes in shareholders’ equity).

In 2019, other comprehensive income resulting from the
remeasurement of hedging instruments included €17 million
in translation losses arising in the period on the February 2012
issue by Safran of USD 1 billion in senior unsecured notes on
the US private placement market (USPP), classified as a
hedge of the net investment in some of the Group’s
US operations up to the end of first-quarter 2019. This net
investment hedge expired on March 27, 2019 when the cross
currency swaps were set up.

Other comprehensive income relating to equity-accounted
companies (net of tax) includes (see Note 16, “Investments in
equity-accounted companies”):

m €50 million in foreign exchange losses arising in the period
on foreign joint ventures (€9 million in foreign exchange
gains in 2019);

® a positive amount of €4 million relating to cash flow hedges
of joint ventures (a negative amount of €7 million in 2019);
and

m €12 million in actuarial losses on pension and similar
obligations of joint ventures (actuarial losses of €32 million
in 2019).
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Consolidated balance sheet

Assets

(in € millions) Note Dec. 31, 2019
Goodwill n 5,199 5,060
Intangible assets 12 9,479 8,676
Property, plant and equipment 13 4,398 4,055
Right-of-use assets 14 732 623
Non-current financial assets 15 429 431
Investments in equity-accounted companies 16 2,21 2,126
Non-current derivatives (positive fair value) 31 33 52
Deferred tax assets 9 251 316
Other non-current financial assets 4 4
Non-current assets 22,736 21,343
Current financial assets 15 143 126
Current derivatives (positive fair value) 31 674 694
Inventories and work-in-progress 17 6,312 5,190
Contract costs 18 471 486
Trade and other receivables 19 7,639 5,769
Contract assets 20 1,743 1,695
Tax assets 9 458 481
Cash and cash equivalents 21 2,632 3,747
Current assets 20,072 18,188
TOTAL ASSETS 42,808 39,531

Equity and liabilities

(in € millions) Note Dec. 31, 2019 [IREY WAVl

Share capital 23 85 85
Consolidated reserves and retained earnings 23 9,839 1,912
Profit for the period 2,447 352
Equity attributable to owners of the parent 12,371 12,349
Non-controlling interests 377 401
Total equity 12,748 12,750
Provisions 24 2,093 1,942
Borrowings subject to specific conditions 26 505 426
Non-current interest-bearing financial liabilities 27 3,239 4,082
Non-current derivatives (negative fair value) 31 5 18
Deferred tax liabilities 9 1,340 1,285
Other non-current financial liabilities 29 2 2
Non-current liabilities 7,184 7,755
Provisions 24 990 905
Current interest-bearing financial liabilities 27 3,540 2,509
Trade and other payables 28 6,164 4,353
Contract liabilities 20 10,923 9,838
Tax liabilities 9 m 18
Current derivatives (negative fair value) 31 1,033 1,244
Other current financial liabilities 29 15 59
Current liabilities 22,876 19,026
TOTAL EQUITY AND LIABILITIES 42,808 39,531
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Consolidated statement of changes in shareholders’ equity

Actuarial
gains
Consolidated  and losses Equity
Additional Remeasurement reserves on post- Profit attributable Non-
Share  paid-in Treasury of hedging Translation and retained employment  (loss) for to owners controlling
(in € millions) capital  capital  shares instruments adjustments earnings benefits the period  Other of the parent interests Total
At 87 4,686 (80) 22 252 5,954 (391) 1,283 137 11,950 346 12,296
January 1,
2019
Comprehensive - - - 22) 153 @) el 2,447 51@ 2,461 63 2,524
income (expense)
for the period
Acquisitions/ - - (223) - - - - - - (223) - (223)
disposals of treasury
shares
Dividends - - - - - (785) - - - (785) (32) (817)
Share buyback - - (1,076) - - - - - - (1,076) - (1,076)
programs
Acquisition of (@) 2 1076 - - (1,074) - - - 2 - 2
Zodiac Aerospace
Other movements, - - - - - 1,283 - (1,283) 42 42 - 42
including
appropriation
of profit
At 85 4,688 (303) - 405 5,371 (552) 2,447 230 12,371 377 12,748
December 31,
2019
Comprehensive - - - a3) (563) 4 a9 352 12@ 227) 29 (198)
income (expense)
for the period
Dividends - - - - - - - - - - 4) 4)
OCEANE 2020- - - - - - 39 - - - 39 - 39
2027 bonds
Delivery of shares - - 261 - - (166) - - 53 148 - 148
under employee
shareholding plans:
Safran Sharing
2020 and other®
Other movements, - - 6 - - 2,447 - (2,447) 12 18 [©)] 17
including
appropriation
of profit
AT 85 4,688 (36) 13) (158) 7,695 (571) 352 307 12,349 401 12,750
DECEMBER 31,
2020
(a) See table below: (in € millions)
Tax impact Tax impact
on actuarial  on foreign
gainsand  exchange
losses differences Total
Comprehensive income (expense) for 2019 (attributable to owners of the parent) 44 7 51
Comprehensive income (expense) for 2020 (attributable to owners of the parent) 5 7 12

(b) Capital loss amounting to €166 million (primarily relating to the settlement-delivery of the Safran Sharing 2020 employee
shareholding plan) and the related tax effect totaling €53 million.
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Consolidated statement of cash flows

(in € millions) Note 2019 2020

I. CASH FLOW FROM OPERATING ACTIVITIES

Profit attributable to owners of the parent 2,447 352
Depreciation, amortization, impairment and provisions® 1,589 1,565
Share in profit/loss from equity-accounted companies (net of dividends received) 16 (87) 22
Change in fair value of currency and interest rate derivatives® 31 (152) 209
Capital gains and losses on asset disposals “4n 20
Profit attributable to non-controlling interests 65 34
Other® 221 (328)
Cash flow from operations, before change in working capital 4,042 1,874
Change in inventories and work-in-progress 17 (590) 1,016
Change in operating receivables and payables 19, 28, 31 (563) 41
Change in contract costs 18 n Aa7z)
Change in contract assets and liabilities 20 218 (982)
Change in other receivables and payables 19, 28 27 (66)
Change in working capital (897) (8)
TOTAL I 3,145 1,866
Il. CASH FLOW USED IN INVESTING ACTIVITIES
Capitalization of R&D expenditure™® 12 (333) (287)
Payments for the purchase of intangible assets, net® 134) (57)
Payments for the purchase of property, plant and equipment, net® (695) (449)
Payments for the acquisition of investments or businesses, net (29) 2n
Proceeds arising from the sale of investments or businesses, net 47 1
Proceeds (payments) arising from the sale (acquisition) of investments 39 14

and loans, net
Other movements - -

TOTAL Il (1,105) (799)
I1l. CASH FLOW FROM (USED IN) FINANCING ACTIVITIES
Change in share capital - owners of the parent 2 -
Change in share capital - non-controlling interests (€©)) -
Acquisitions and disposals of treasury shares 23.b (1,299) 96
Repayment of borrowings and long-term debt 27 (875) (778)
Increase in borrowings™ 27 24 1,595
Change in repayable advances 26 27) 10)
Change in short-term borrowings 27 1,261 (831)
Dividends and interim dividends paid to owners of the parent 23.e (785) -
Dividends paid to non-controlling interests (32) 4

TOTAL 1l (1,740) 68
EFFECT OF CHANGES IN FOREIGN EXCHANGE RATES TOTAL IV 2 (20)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 1+11+111+1V 302 1,115
Cash and cash equivalents at beginning of period 2,330 2,632
Cash and cash equivalents at end of period 21 2,632 3,747
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 302 1,15

(D Including in 2020: depreciation and amortization for €1,447 million (€1,463 million in 2019), impairment charges for €377 million
(€42 million in impairment reversals in 2019) and provision reversals for €259 million (€168 million in provision charges in 2019).

(2) Including in 2020: a positive €191 million arising on currency derivatives (a negative €155 million in 2019) (see Note 3],
“"Management of market risks and derivatives”).

(3) Including in 2020. cancellation of deferred tax income arising on changes in the fair value of currency derivatives for a
negative €58 million (a positive €60 million in 2019), cancellation of tax expense for €242 million (€902 million in 2019),
€143 million in taxes paid (€887 million in 2019), €72 million in interest paid (€93 million in 2019), and €22 million in interest
received (€49 million in 2019).

(4) Including in 2020 capitalized interest of €8 million (€8 million in 2019).
(5) Including in 2020: €61 million in disbursements for acquisitions of intangible assets (€133 million in 2019), €5 million in

proceeds from disposals (zero in 2019), and changes in amounts payable on acquisitions of non-current assets representing a
negative €1 million (a negative €1 million in 2019).

(6) Including in 2020. €421 million in disbursements for acquisitions of property, plant and equipment (€777 million in 2019),
changes in amounts payable on acquisitions of non-current assets representing a negative €47 million (a positive €9 million in
2019), €19 million in proceeds from disposals (€73 million in 2019), and zero changes in amounts receivable on disposals of
non-current assets (zero in 2019).

(7) Including in 2020: €1,018 million relating to OCEANE bond issues and €564 million relating to the USPP issue.
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Notes to the Group consolidated financial statements
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Safran (2, boulevard du Général Martial-Valin - 75724 Paris
Cedex 15, France) is a société anonyme (joint-stock
corporation) incorporated in France and permanently listed
on Compartment A of the Euronext Paris Eurolist market.

The consolidated financial statements reflect the accounting
position of Safran SA and the subsidiaries it controls, directly
or indirectly and jointly or exclusively, as well as entities over
which it exercises significant influence (the “Group”).

NOTE 1

The Covid-19 pandemic severely disrupted all of the Group’s
businesses, with both original equipment and services
impacted by the stark decline in air traffic and airline
companies’ financial difficulties.

® Propulsion:

e sharp decrease in sales of OE engines: shipments of
LEAP engines were down 47% at 815 engines delivered
in 2020 (versus 1,736 shipments in 2019), while CFM
engine shipments dropped to 157 in the year from 375 in
2019;

e contraction in the spare parts and services market. The
indicator used to track the civil aftermarket (expressed
in USD) was down 43% year on year;

e contained sales decline in helicopter
services levels close to 2019;

e military activities supported by sales of spare parts.
m Aircraft Equipment, Defense and Aerosystems:

e OE sales down 25% year on year for landing and aircraft
systems, engine systems and equipment, and electrical
systems and engineering;

turbines, and

e services down 30% versus 2019;
e growth in Defense activities.
m Aircraft Interiors:

e OE activities (Seats, Cabin and Passenger Solutions)
down 40% versus 2019;

e services relating to spare parts and MRO activities 47%
lower year on year.

After implementing the necessary health measures to ensure
a safe working environment for its employees, the Group
continued its shipments to customers throughout the year
and avoided any serious disruptions to its production chains.

In response to the crisis, the Group promptly implemented a
plan to significantly reduce costs and lower the breakeven
point. The measures included:

m workforce adjustments bringing the headcount to
approximately 79,000 at end-2020, representing a 17%
decrease in permanent employees and a 21% decrease
including temporary staff;

m plant restructuring: closure of four sites, activity
transferred at three sites, and restructuring measures at a
dozen other sites;

m scaled-back purchasing programs: purchases of raw
materials cut by 43% and sub-contracting by 48%;

R&D expenses reduced by 35%;

® operating costs cut by 25%;

investment commitments reduced by 67%.
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The consolidated financial statements are drawn up in euros
and all amounts are rounded to the nearest million unless
otherwise stated.

The Board of Directors’ meeting of February 24, 2021
adopted and authorized for issue the 2020 consolidated
financial statements. The consolidated financial statements
will be final once they have been approved by the General
Shareholders’ Meeting.

IMPACTS OF THE COVID-19 PANDEMIC

The Group continues to closely monitor the situation at its
key suppliers and took a 9.1% stake in “Ace Aéro Partenaires”,
a fund supporting businesses in the aerospace sector hard
hit by the health crisis.

Thanks to the tireless efforts of all of its employees, in 2020
the Group demonstrated its agility and resilience in the face
of the aerospace crisis, the impacts of which will be felt
beyond 2020.

a) Going concern and liquidity

At December 31, 2020, consolidated cash and cash
equivalents amounted to €3,747 million.

Amounts outstanding under Safran’s commercial

program (NEU CP) comprised:

paper

m €1,322 million, including several drawdowns with maturities
of less than one year; and

m €425 million subscribed by a corporate mutual fund of the
Group employee savings plan.

Safran has a €2.52 billion revolving credit facility, available
until December 2022. This facility primarily serves as a
back-up for the NEU CP program, in the event that the
commercial paper market dysfunctions. The maximum
amount available under the NEU CP program is €3 billion.

On April 22, 2020, the Group set up a €3 billion bridge facility
with a syndicate of French and international banks aimed at
maintaining the Group’s flexibility.

m |t refinanced €800 million on May 15, 2020 by issuing
seven-year bonds convertible and/or exchangeable for
new and/or existing shares (“OCEANE” bonds) paying an
annual coupon of 0.875%, with a conversion premium of
40%.

m It also issued €564 million in senior unsecured notes on the
US private placement market (USPP) on June 29, 2020.

m On October 12, 2020, it carried out a €200 million tap issue
of OCEANE bonds maturing on May 15, 2027 and with an
issue premium of €18 million.

Following these refinancing operations, the bridge facility
was reduced to €1.4 billion, none of which had been utilized
at December 31, 2020.

Altogether, Safran therefore refinanced more than 50% of
this short-term facility with long-term debt (i.e., with
maturities of between 7 and 12 years).

Based on the above, the Group has sufficient liquidity to fund
its operations going forward.



b) Adaptation plan

With the adaptation plan, the Group aimed to significantly
reduce its costs given the decline in demand, lower its
breakeven point and prepare for the recovery in its businesses,
which is expected in the next few years.

Safran adjusted its workforce to the needs of the business, as
reassessed in line with customer forecasts to date and
management estimates.

After introducing furlough and short-time working measures
in Group companies wherever possible in the second and
third quarters of 2020, the Group also implemented the

long-term furlough scheme (activité partielle longue durée) in
France with effect from October 1, 2020.

Between April and December 2020, the downtime rate was
an average of 21% across the Group’s global workforce, and
23% in France.

Government grants for the various furlough and short-time
working schemes in France and other countries were
recognized as a deduction from personnel costs in an amount
of €246 million.

In France, a Group “Activity Transformation” agreement was
signed on July 8, 2020 between Safran management and the
trade unions at Group level. The purpose of the agreement is to
enable the Group to adapt its costs to weather the crisis, while
protecting jobs and the skills needed to safeguard the recovery.

The agreement sets a framework for the implementation of
the long-term furlough scheme adopted by the French
Parliament on June 17, 2020.

The agreement is effective until December 31, 2021 and is
applicable in all subsidiaries in which the Group has a
shareholding of 50% or more.

The measures of the agreement include:
B encouraging voluntary early retirement;

® promoting internal and external mobility, based in
particular on secondment arrangements and special leave;

® capping optional employee profit-sharing for 2020 and 2021;

® suspending the Company top-up contribution to invested
employee savings in 2021;

® suspending supplementary retirement contributions for
engineers and managerial-grade employees (cadres) in
20271,

® making use of training and other new schemes made
available to businesses.

The agreement also includes a clause whereby some or all
specified measures may be adjusted in 2021 depending on
the level of recovery in the Group’s businesses.

A progress review to be conducted at the end of 2021 will
determine whether or not the existing agreement should be
extended or a new agreement signed, depending on how the
Group’s situation has evolved.

In 2020, the costs relating to the voluntary early retirement and
external mobility measures were recognized in non-recurring
expenses in an amount of €51 million (see Note 7, “Breakdown
of the other main components of profit from operations”).

Restructuring costs relating to production shutdowns and site
closures, along with costs incurred in respect of workforce
adjustment measures (severance payments), were recognized
or provisioned as soon as the adaptation plans were
announced or had begun to be implemented. In 2020,
restructuring costs were included within non-recurring
expenses in an amount of €131 million (see Note 7, “Breakdown
of the other main components of profit from operations”) and
primarily concern sites in the United States, Mexico, Tunisia,
Morocco, Germany, the United Kingdom and Thailand.
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Following these adaptation and restructuring measures, the
Group had 78,900 permanent employees at December 31, 2020,
down from 95,443 at December 31, 2019.

c) Description of the impacts
of Covid-19

The impacts of the pandemic on the Group’s businesses
affect the whole income statement and balance sheet and not
just individual line items.

As mentioned in Note 7, “Breakdown of the other main
components of profit from operations”, non-recurring items,
essentially impairment losses (including on equity-accounted
companies), capital gains and losses on disposals of
businesses, and transaction and restructuring costs, are
unchanged from previous periods.

d) Goodwill

Given the scale of the downturn in activity and its
repercussions for the aerospace industry, which themselves
are an indication of impairment risk, the Group reviewed all of
its cash-generating units (CGUs) in the first half of 2020,
especially those with the greatest exposure to the decline in
air traffic and the change in airlines’ financial situation.

In the second half of the year, the Group carried out its
annual impairment tests on all of its CGUs, once the data in
the medium-term business plan had been updated and
validated by management then by the Board of Directors.

In accordance with the approach within the Group, the value
in use of the CGUs was determined based on expected future
cash flows projected over a period similar to the useful life of
the assets in each CGU. The projections and assumptions
used were based on the Group’s medium-term business plan
for the next four years, as updated in the second half of 2020,
while the projections and assumptions beyond this period
were based on management’s best estimate of the long-term
scenario.

They take into account orders and delivery schedules,
airframers’ production rates, IATA forecasts and any other
available information.

The projections assume a return to pre-crisis cash flow levels
by 2024 at the latest and factor in the adaptation measures
put in place.

At December 31, 2020, no impairment was recognized against
goodwill allocated to the CGUs.

Sensitivity to changes in the main assumptions was analyzed
for the main goodwill balances recorded in Group assets.

In light of the significant prevailing uncertainties as to the
recovery in air traffic, additional sensitivity analyses were
performed on the CGUs with the greatest exposure, where
the carrying amount of their assets is close to the recoverable
amount, namely Seats, Cabin and Aerosystems.

The analysis also tested the CGUs’ sensitivity to the following
changes in assumptions:

B a one-year delay in the return to pre-crisis cash flow levels,
i.e., in 2025 at the latest;

® an across-the-board decrease of 10% and 20% in future
cash flows as from 2021.

The approach used is described in more detail in Note 11,
“Goodwill”.
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e) Other assets

Intangible assets

The Group carried out a detailed analysis of its other
intangible assets (development expenditures, programs, etc.).

As in every half-year period, the Group tested assets allocated to
programs for which there could be an indication of impairment.

These impairment tests were carried out based on projections
updated to reflect the best information available at the
reporting date.

The results of the tests are set out in Note 12, “Intangible assets”.

Right-of-use assets

In 2020, rent concessions granted to lessees in the context of
the Covid-19 pandemic had no impact on the Group.

Measurement of inventories
and work-in-progress

The carrying amount of inventories and work-in-progress
excludes idle capacity (under-absorption of overhead
expenses), which was deemed to represent an expense for
the period.

Trade receivables

The Group has stepped up the monitoring of its bad debt
risks to ensure the collection of its current and future
receivables.

NOTE 2 ACCOUNTING POLICIES

The consolidated financial statements of Safran and its
subsidiaries have been prepared in accordance with the
International Financial Reporting Standards (IFRS) published
by the International Accounting Standards Board (IASB) and
adopted by the European Union at the date the consolidated
financial statements were approved by the Board of
Directors. They include standards approved by the IASB,
namely IFRS, International Accounting Standards (IAS), and
interpretations issued by the International Financial Reporting
Interpretations Committee (IFRIC) or its predecessor, the
Standing Interpretations Committee (SIC).

Changes in accounting policies

New IFRS standards, amendments and

interpretations effective as of January 1, 2020

® Amendments to IFRS standards following the publication
of the Conceptual Framework.

m Amendments to IAS 1, “Presentation of Financial
Statements” and IAS 8, “Accounting Policies, Changes in
Accounting Estimates and Errors” - Definition of Material.
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In the context of the health crisis, the Group paid particular
attention to the situation of its airline customers, especially
those that had announced restructuring plans.

A provision was accrued for any receivables or assets
considered at risk (i.e., payment default at maturity, insolvency
proceedings, etc.), based on a case-by-case analysis.

The impairment rate for expected credit losses was increased
to 0.36% at end-2020 (versus 0.12% at end-2019), based on
the approach described in section 2.n of Note 2, “Accounting
policies”.

At December 31, 2020, the net amount of impairment losses
recognized in this respect against trade and other receivables
was €83 million.

f) Estimated profit (loss)
on completion of contracts
accounted for on a
percentage-of-completion basis

As part of the review of contracts accounted for on a
percentage-of-completion basis, the latest available data
were taken into account when estimating the profit (loss) on
completion.

Where the review led the Group to estimate a loss on
completion, the expected loss was recognized in provisions
for losses on completion.

As idle capacity is already recognized in profit or loss for the
period, it was not included when calculating the percentage
of completion of the contracts.

®m Amendments to IFRS 3, “Business Combinations” -

Definition of a Business.

m Amendments to IFRS 16, “Leases” - Covid-19-Related Rent
Concessions.

The Group noted the IFRIC decision of December 2019
regarding IFRS 16, specifically concerning the terms of leases
with automatic renewal clauses. The Group identified and
analyzed the leases affected by this decision during 2020.
The terms of these leases were adjusted wherever necessary
in accordance with the IFRIC guidance.

The impact was not material for the Group at December 31, 2020.

The other standards, amendments and interpretations
effective for reporting periods beginning on or after
January 1, 2020 do not have a material impact on the Group’s
consolidated financial statements.



New published IFRS standards,
amendments and interpretations early
adopted by the Group as of January 1,
2020

None.

New published IFRS standards,
amendments and interpretations

not yet effective or not early adopted
by the Group:

IFRS 17, “Insurance Contracts”.

®m Amendments to IFRS 4, “Insurance Contracts” - Extension
of the Temporary Exemption from Applying IFRS 9.

m Amendments to IAS 1, “Presentation of Financial Statements”
- Classification of Liabilities as Current or Non-Current.

® Amendments to IAS 28, “Investments in Associates and Joint
Ventures” and IFRS 10, “Consolidated Financial Statements” -
Sale or Contribution of Assets between an Investor and its
Associate or Joint Venture.

® Annual Improvements to IFRSs published in May 2020
(2018-2020 cycle).

® Amendments to IAS 16, “Property, Plant and Equipment” -
Proceeds before Intended Use.

® Amendments to IFRS 3, “Business Combinations” - Reference
to the Conceptual Framework.

® Amendments to IAS 37, “Provisions, Contingent Liabilities
and Contingent Assets” - Onerous Contracts - Cost of
Fulfilling a Contract.

B Amendments to IFRS 9, “Financial Instruments” and IFRS
7, “Financial Instruments: Disclosures” - Interest Rate
Benchmark Reform Phase 2.

On August 27, 2020, the IASB published the second phase of
its Interest Rate Benchmark Reform. Phase 2 of the reform
seeks to clarify issues that might affect financial reporting
when an interest rate benchmark is replaced.

The Group had chosen to early adopt the amendments to
IFRS 9 and IFRS 7 linked to Phase 1 of the Interest Rate
Benchmark Reform as from 2019. The application of these
Phase 1 amendments allows the Group to disregard
uncertainties about the future of benchmark rates when
assessing hedge effectiveness and/or when assessing the
highly probable nature of the hedged risk, thereby securing
current or future hedging relationships until those
uncertainties are resolved.

The amendments relating to Phase 2 were adopted by the
European Union and published in the French official journal
on January 14, 2021. The Group decided not to early adopt
these new amendments at December 31, 2020.

The early adoption of the Phase 2 amendments would not
have impacted the consolidated financial statements, since
there was no effective change in the benchmark rates used in
the Group’s contracts at December 31, 2020.

During the vyear, the Group continued its analyses in
preparation for the transition to the new benchmark rates. Its
work included identifying the impacts of the reform and
putting in place the procedures for transitioning to the new
rates.

Interest rate derivatives designated as hedges of borrowings
indexed to a benchmark rate are described in Note 31,
“Management of market risks and derivatives”.
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Accounting policies

a) Basis of measurement used
to prepare the consolidated
financial statements

The consolidated financial statements are prepared on a
historical cost basis except for certain assets and liabilities, as
allowed by IFRS. The categories of assets and liabilities not
measured at historical cost are disclosed in the sections
below.

b) Consolidation

Basis of consolidation

Entities over which Safran directly or indirectly exercises
permanent de facto or de jure control are fully consolidated
when their contribution to certain consolidated indicators is
material or when their business is strategic for the Group.
These are entities over which the Group has the power to
direct the relevant activities in order to earn returns and can
affect those returns through its power over the investee.
Power generally results from holding a majority of voting
rights (including potential voting rights when these are
substantive) or contractual rights.

Entities controlled jointly by Safran and another group,
known as joint arrangements, are entities for which decisions
about the relevant activities (approval of the budget,
management appointments, etc.) require the unanimous
consent of the parties sharing control. There are two types of
joint arrangement:

m joint operations are entities where, based on the structure
and legal form of the arrangement, the terms agreed by
the parties in the contractual arrangement, or other facts
and circumstances, the parties that have joint control of
the arrangement have rights to the assets, and obligations
for the liabilities, relating to the arrangement. Each partner
accounts for the assets, liabilities, revenues and expenses
relating to its involvement in a joint operation, unless the
arrangement specifies otherwise;

® joint ventures are entities where the parties that have joint
control of the arrangement have rights to the net assets of
the arrangement only. Each partner recognizes its share in
the net assets of the venture using the equity method.

Entities over which Safran exercises significant influence
(associates) are accounted for under the equity method.
Significant influence is presumed to exist when the Group
holds at least 20% of the voting rights. However, significant
influence must be demonstrated when the Group holds less
than 20% of the voting rights. The fact that the Group is
represented on its investee’s management body (Board of
Directors, etc.) indicates that it exercises significant influence
over that investee.

A company effectively enters the scope of consolidation at
the date on which sole or joint control is acquired or
significant influence is exercised.

The removal of a company from the scope of consolidation is
effective as of the date sole or joint control or significant
influence is relinquished. If the loss of control occurs without
any transfer of interest, for example due to dilution, the
company’s removal from the scope of consolidation is
simultaneous with the event that triggers such loss of control
or significant influence.

Non-controlling interests represent the portion of profit and
net assets not held by owners of the parent, and are
presented separately in the income statement, statement of
comprehensive income and shareholders’ equity.
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IFRS 10 states that any changes in the percent interest in a fully
consolidated company that do not result in the loss or
acquisition of control are to be recognized in equity attributable
to owners of the parent. This applies to acquisitions of
additional shares in a subsidiary after control has been obtained
in a previous acquisition or to sales of shares that do not result
in a loss of control.

Sales of shares that result in a loss of control are to be
recognized in profit or loss and the gain or loss on disposal is
to be calculated on the entire ownership interest at the date of
the transaction. Certain other items of comprehensive income
attributable to majority shareholders will be reclassified to
income. Any residual interest retained is to be remeasured at
fair value through profit or loss when control is relinquished.

Acquisitions of shares that give the Group sole control over
an entity will be recognized in accordance with the policies
governing business combinations described in Note 2.c.

Intragroup transactions

All  material transactions between fully consolidated
companies are eliminated, as are internally generated Group
profits.

When a fully consolidated company carries out a transaction
(e.g., sale or transfer of an asset to a joint operation, joint
venture or associate), any resulting gains or losses are
recognized in the consolidated financial statements solely to
the extent of the percentage interest held in the joint
operation, joint venture or associate outside the Group.

However, when a fully consolidated company carries out a
transaction (e.g., purchase of an asset) with one of its joint
operations, joint ventures or associates, the Group’s share of
the gain or loss is only recognized in the consolidated
financial statements when the fully consolidated entity resells
that asset to a third party.

Such transactions are not eliminated when the joint operation
acts solely as an intermediary (agent) or renders balanced
services for the benefit of, or as a direct extension of, the
businesses of its various shareholders.

c¢) Business combinations
The Group applies the revised IFRS 3.

Acquisition method

Business combinations are accounted for using the
acquisition method at the date on which control is obtained:

m identifiable assets acquired and liabilities assumed are
measured at their acquisition-date fair value;

m where applicable, non-controlling interests in the acquiree
are measured either at fair value or at the Group’s share in
the acquiree’s net identifiable assets (including fair value
adjustments). This option is available for all business
combinations based on a case-by-case analysis of each
transaction;

B acquisition-related costs (transaction fees) must be
recognized separately from the combination as expenses
in the period in which they are incurred;
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® any contingent consideration relating to business
combinations (earn-out clauses) is measured at fair value
at the acquisition date. After the acquisition date, any
adjustments to the consideration are measured at fair
value at the end of each reporting period. The cost of the
combination, including where appropriate the estimated fair
value of any contingent consideration, is finalized within the
12 months following the acquisition (measurement period).
Any changes in the fair value of such consideration more
than 12 months after the measurement period are
recognized in profit or loss. Only items that should have
been taken into account at the date of the combination but
for which the acquirer did not hold all of the relevant
information at that date can give rise to an adjustment in
the purchase price consideration.

Any previously held interests in the acquiree are remeasured
to fair value, with the resulting gain or loss recognized in
profit or loss.

Goodwill

At the acquisition date,
difference between:

goodwill is measured as the

m the acquisition-date fair value of the consideration
transferred, plus the amount of any non-controlling
interest in the acquiree, measured based on the share in
the net assets acquired (including fair value adjustments),
or on the overall value of the acquiree; and

m the net of the acquisition-date amounts of the identifiable
assets acquired and liabilities assumed.

When goodwill arises on the acquisition of fully consolidated
companies or interests in joint operations, it is carried under
assets in the balance sheet under the heading “Goodwill”.
Negative goodwill is recorded immediately in profit or loss.
However, goodwill arising on the acquisition of interests in
joint ventures and associates is recorded on the line
“Investments in equity-accounted companies”, in accordance
with IAS 28.

Goodwill may be adjusted within 12 months of the acquisition
to take into account the definitive estimate of the fair value of
the assets acquired and liabilities assumed. Only new
information about facts and circumstances existing at the
date of the combination can give rise to an adjustment
against goodwill. Beyond this period, adjustments are
recorded in profit or loss.

Goodwill arising as part of a business combination is
allocated to cash-generating units (CGUs), as described in
Note 2.m. Goodwill is not amortized but is tested for
impairment at least annually and whenever there are events
or circumstances indicating that it may be impaired, as
described in Note 2.m. Impairment is taken to profit or loss
and may not be reversed.

d) Discontinued operations and assets
(or disposal groups) held for sale

A non-current asset or group of non-current assets and
directly associated liabilities are classified as held for sale if
their carrying amount is expected to be recovered principally
through a sale transaction rather than through continuing
use. For this to be the case, the asset (or disposal group)
must be available for immediate sale and its sale must be
highly probable within a maximum period of one vyear.
Non-current assets or disposal groups held for sale are
measured at the lower of their carrying amount and fair value
less costs to sell, and are presented on separate lines of the
consolidated balance sheet.



In accordance with IFRS 5, a discontinued operation
represents a separate major line of business or geographic
area of operations for the Group that either has been
disposed of, or is classified as held for sale. The income,
expenses and cash flows attributable to the operations
disposed of or held for sale are presented on separate lines of
the consolidated financial statements for all periods
presented. The assets and liabilities attributable to the
operations disposed of or held for sale are presented on
separate lines of the consolidated balance sheet for the last
period presented only.

In accordance with IFRS 5, further to classification as

discontinued operations or assets held for sale:

m the activities are measured at the lower of their carrying
amount and their fair value less estimated costs to sell;

m depreciation/amortization of the
relating to the activities ceases;

m the non-current assets included in the discontinued
operations are no longer tested for impairment;

non-current assets

B symmetrical positions on the balance sheet between
continuing operations and discontinued operations continue
to be eliminated.

e) Translation methods

The financial statements of subsidiaries with a different
functional currency than that used by the Group are
translated into euros as follows:

® assets and liabilities are translated at the year-end closing
exchange rate, while income statement and cash flow
items are translated at the average exchange rate for the
year;

m translation gains and losses resulting from the difference
between the closing exchange rate at the previous

year-end and the closing exchange rate at the end of the
current reporting period, and from the difference between
the average and closing exchange rates for the period, are
recorded in equity as translation adjustments.

On disposal of a foreign operation, cumulative foreign
exchange differences are recognized in profit or loss as a
component of the gain or loss on disposal. For any disposal,
the foreign exchange differences recognized in profit or loss
are determined based on direct consolidation of the foreign
operation in the Group’s financial statements.

In the first quarter of 2019, the Group unwound the net
investment hedge that it had set up for some of its foreign
operations. A description of this hedge is provided in Note 2.w.

f) Translation of foreign currency
transactions and foreign currency
derivatives

Transactions denominated in currencies other than the
presentation currencies of Group entities are translated into
euros at the exchange rate prevailing at the transaction date.

At the end of the reporting period, monetary assets and liabilities
denominated in foreign currencies are translated at the closing
rate. Any resulting foreign exchange gains and losses are
recognized in “Financial income (loss)” for the period, except for
translation differences relating to a financial instrument
designated as a net investment hedge, which are reported in
other comprehensive income (see Note 2.w). Advances and
downpayments paid or received, prepaid expenses and deferred
income continue to be recorded on the balance sheet at the initial
amount for which they were recognized.
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Long-term monetary assets held by a Group entity on a
foreign subsidiary for which settlement is neither planned nor
likely to occur in the foreseeable future, represent an
investment in a foreign operation. In accordance with IAS 21,
“The Effects of Changes in Foreign Exchange Rates”, foreign
exchange differences arising on these items are recorded in
other comprehensive income (OCI) up to the date on which
the investment is sold, when they are recognized as part of the
gain or loss on disposal. If the transaction does not qualify as a
net investment in a foreign operation, the corresponding
exchange differences are recognized in the income statement.

The Group uses currency derivatives to manage and hedge
its exposure to fluctuations in exchange rates which can
impact revenue net of foreign-currency denominated
purchases. The Group’s forex hedging strategy along with the
forward currency contracts and options it uses are described
in Note 31, “Management of market risks and derivatives”.

Pursuant to IFRS 9, these foreign currency derivatives are
recognized in the balance sheet at their fair value at the end
of the reporting period. In view of the constraints resulting
from applying IFRS 3 to the Sagem-Snecma business
combination and the fact that most derivative instruments
used by Safran do not qualify for hedge accounting under
IFRS 9, the Group decided not to apply hedge accounting to
any of its foreign currency derivatives. Accordingly, any
changes in the fair value of these derivatives are recognized
in “Financial income (loss)”.

g) Income from operations
The main customer contract types identified within the Group
are:

m sales of original equipment engines and spare engines,
serial production equipment and spare parts;

m sales of installed base maintenance and support contracts;
m sales of time and materials service contracts;

m sales of contracts with multiple elements (“combined
contracts”);

m sales of studies.

The IFRS 15 revenue recognition rules applicable to each of
these contract types are outlined below.

On rare occasions, the impact of a financing component will also
be taken into account in recognizing revenue, when the
component is significant relative to the contract transaction price.

Sales of original equipment engines and
spare engines, serial production equipment
and spare parts

For sales of engines, production equipment and spare parts,
the performance obligation is generally defined for each

individual product or service and not for a series of products
and services.

Development work may be carried out prior to production
and be wholly or partly financed by the customer.

Sales of development work primarily concern the Aircraft
Equipment, Defense and Aerosystems and Aircraft Interiors
sectors.

2020 UNIVERSAL REGISTRATION DOCUMENT SAFRAN I

135




136

FINANCIAL STATEMENTS

Group consolidated financial statements at December 31, 2020

Development work financed by customers is generally
inseparable from serial production and does not therefore
represent a separate performance obligation. Accordingly,
customer-financed development work will be recognized
within contract liabilities in the balance sheet when the funding
is received, and subsequently taken to “serial” revenue in full
as and when the related products are delivered.

However, financed development work that represents a
separate performance obligation is recognized in revenue upon
completion of the performance obligation when control is
transferred at a point in time, or on a percentage-of-completion
basis (cost-to-cost method) if control is transferred over time.

Extended warranties granted in connection with sales of
engines or production equipment represent a separate
performance obligation when the warranty is an additional
service that is not granted to all customers (unlike a standard
warranty). In this case, a portion of the transaction price of
the engines or production equipment is allocated to this
warranty and recognized within contract liabilities.

The contract liability will be reversed against revenue as and
when the warranty costs are incurred.

Revenue recognized for each engine, item of production
equipment or spare part is net of any discounts granted in
any form whatsoever, including guarantees resembling trade
discounts (performance bonds, fuel consumption, etc.) and
any products or services granted free of charge which do not
represent separate performance obligations.

When products or services granted free of charge are
transferred to customers before the revenue recognition
date, they are recognized in the balance sheet within contract
assets until the date revenue is recognized.

Revenue is recognized when control of each product is
transferred, which is usually upon delivery (i.e., at a point in time).

Where there is a risk of the transaction being canceled or the
receivable not being recovered at the inception of the
contract, no revenue is recognized. When the risk no longer
exists, revenue is recorded.

When a contract is onerous, the Group recognizes a loss on
delivery commitments (see Note 2.s).

Downpayments from customers are included in contract
liabilities when they are received and taken to revenue when
the products to which they relate are delivered.

Sales of installed base maintenance

and support contracts

Certain maintenance and support contracts require a fleet of
engines or various equipment to be kept in flying condition.

These contracts are billed based on the number of flight
hours or landings for the engines/equipment concerned.

The different services provided under each such contract
represent a single performance obligation since the services
are related when the contracts are fulfilled.

Revenue is recognized if:

m the stage of contract completion can be measured reliably;
and

m the costs incurred in respect of the contract and the costs
to complete the contract can be measured reliably.

If control is transferred over time, revenue is recognized on a
percentage-of-completion basis (cost-to-cost method).
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If contract income cannot be measured reliably, revenue is
only recognized to the extent of the contract costs incurred.

Forecast contract margins are reviewed on a regular basis.
A provision is set aside for any losses on completion as soon
as such losses are foreseeable (see Note 2.s).

Contract modifications do not generally result in the addition of
separate goods or services to the original contract. Accordingly,
the associated revenue adjustment at that date results in an
immediate adjustment to profit or loss (“catch-up method”).

Amounts billed to customers for which payment has
generally been received but which have not yet been
recognized in revenue, are included within contract liabilities
(deferred income) at the end of the reporting period. In
contrast, revenue which has been recognized but which has
not yet been billed is recorded within contract assets in the
balance sheet at the reporting date.

Sales of time and materials service
contracts

These contracts may cover engines or production equipment
and are generally entered into on a short-term basis.

They represent a single performance obligation.

Revenue generated on these contracts is recognized once the
repair service has been provided (i.e., at a point in time).

Sales of contracts with multiple elements

Contracts with multiple elements are contracts that include
the sale of specific development work as well as the sale of
both goods and services.

The Group identifies separate performance obligations for each
contract and determines the date on which control is transferred.

In general, for these contracts:

m the specific development work or customization
assignments for a given contract and customer do not
represent a separate performance obligation since the
development and customization are inseparable from serial
production. Costs associated with the development and
installation are initially recognized in assets within contract
costs if they are recoverable, and subsequently expensed
over the contract term;

m financing received from the customer for the development
work or customization assignment is recognized as
revenue as and when the various performance obligations
under the contract are satisfied;

® revenue generated on the serial production and service
portion of the contract is recognized either on delivery of
the goods, or on a percentage-of-completion basis
(cost-to-cost method), depending on the nature of the
performance obligation.

Sales of studies

These types of contract are found in all of the Group’s
business sectors. Generally speaking, each study represents a
separate performance obligation since control of the
development work is transferred to the customer, often
through the transfer of intellectual property.

Revenue is recognized on a percentage-of-completion basis
(cost-to-cost method) when control is transferred over time,
or once the performance obligation has been satisfied if
control is transferred at a point in time.



IFRS 15 may result in the recognition in the balance sheet of
contract assets and liabilities and of contract costs:

B a contract asset denotes the Group’s right to consideration
in exchange for goods or services that it has transferred,
when that right is conditioned on something other than the
passage of time. Contract assets mainly include amounts
relating to revenue recognized on a

percentage-of-completion basis where Safran does not
have the right to immediately bill the customer. A contract
asset is written down, where appropriate, using the
simplified impairment model set out in IFRS 9 (see Note
2.n);

® a contract liability denotes the Group’s obligation to
transfer goods or services to a customer for which it has
received consideration in cash or in kind.
Contract liabilities include advances and downpayments
received, deferred income and concession liabilities;

m contract costs include costs to fulfill contracts that do not
fall within the scope of other standards (IAS 16, IAS 38 and
IAS 2 in particular) and costs to obtain contracts paid to
third parties (commission, etc.).

h) Current and deferred tax

Tax expense (tax income) is the aggregate of current tax and
deferred tax recorded in the income statement.

Current tax expense is the amount of income tax payable for
a period, calculated in accordance with the rules established
by the relevant tax authorities on the basis of taxable profit
for the period. Current tax expense also includes any
penalties recognized in respect of tax adjustments recorded
in the period. The tax expense is recognized in profit or loss
unless it relates to items recognized directly in equity, in
which case the tax expense is recognized directly in equity.

Deferred tax assets and liabilities are calculated for each
entity on temporary differences arising between the carrying
amount of assets and liabilities and their corresponding tax
base. The tax base depends on the tax regulations prevailing
in the countries where the Group manages its activities. Tax
losses and tax credits that can be carried forward are also
taken into account.

Deferred tax assets are recognized in the balance sheet if it is
likely that they will be recovered in subsequent years. The
value of deferred tax assets is reviewed at the end of each
annual reporting period.

Deferred tax assets and liabilities are not discounted.

Deferred tax assets and liabilities are offset when tax is levied
by the same tax authority and offsetting is permitted by the
local tax authorities.

The liability method is applied and the impact of changes in
tax rates is recognized in profit or loss for the period in which
the corresponding tax law was enacted and the change in
tax rate decided, unless the transactions concerned are
recognized directly in equity.

Research tax credits in France, or any similar tax arrangements
in other jurisdictions, are considered as operating subsidies
related to research and development expenditures incurred
during the period. Accordingly, they are classified under the
heading “Other income” in the income statement, and not as a
decrease in income tax expense. The recognition of all or part
of research tax credits received in the year as revenue can be
deferred over several periods provided the tax credits relate to
development expenditures capitalized in the Group’s
consolidated financial statements.
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i) Earnings per share

Basic earnings per share is calculated by dividing attributable
profit by the weighted average number of ordinary shares
issued and outstanding during the period, less the average
number of ordinary shares purchased and held as treasury
shares.

Diluted earnings per share is calculated by dividing
attributable profit by the weighted average number of shares
issued or to be issued at the end of the reporting period,
excluding treasury shares and including the impact of all
potentially dilutive ordinary shares, particularly those
resulting from convertible bonds or an outstanding share
buyback program. The dilutive impact of convertible bonds
results from the shares that may be created if all bonds
issued were to be converted. The dilutive impact of share
buyback programs is calculated using the reverse treasury
stock method which compares the closing share price with
the average share price for the period concerned.

i) Intangible assets

Intangible assets are recognized on the balance sheet at fair
value, historical cost or production cost, depending on the
method of acquisition. Borrowing costs directly attributable to
the acquisition, construction or production of an intangible
asset are included in the cost of that asset when a significant
period of time is needed to prepare the asset for its intended
use or sale (generally more than 12 months). The initial amount
recorded on the balance sheet is reduced by accumulated
amortization and impairment losses, where appropriate.

Intangible assets acquired in a business
combination

These assets are recognized at fair value at the date control
was acquired and are amortized on a straight-line basis, as
described below:

® intangible assets recognized at the time of the 2005
Sagem-Snecma merger and on the acquisition of Rolls
Royce’s stake in the RTM322 program and classified under
“Aircraft programs” are accounted for by program (the fair
value of each recognized aircraft program, covering
several types of intangible asset such as technologies,
backlogs and customer relations) and are amortized over
the residual useful life of the programs, not to exceed
20 years;

m intangible assets acquired as part of a business combination
carried out since the Group was established (also including
technologies, customer relations and other intangible assets
acquired) are amortized over the estimated useful life of
each identified intangible asset (1 to 23 years).

Separately acquired intangible assets

Software is recognized at acquisition cost and amortized on a
straight-line basis over its useful life (between one and five years).

Patents are capitalized at acquisition cost and amortized over
their useful life, i.e.,, the shorter of the period of legal
protection and their economic life.

Contributions paid to third parties in connection with aircraft
programs (participation in certification costs, etc.) are
considered as acquired intangible assets and are therefore
capitalized unless the program proves unprofitable.
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Research and development costs

Research and development costs are recognized as expenses
in the period in which they are incurred. However, internally
financed development expenditures are capitalized if the
entity can demonstrate all of the following:

m the technical feasibility of completing the intangible asset
and the intention and ability (availability of technical,
financial and other resources) to complete the intangible
asset and use or sell it;

m the probability that future economic benefits will flow from
the asset;

m the ability to measure reliably the expenditure attributable
to the intangible asset during its development.

In the Group’s businesses, all criteria for capitalizing development
expenditures are met when the decision to launch the
development concerned is taken by management and program/
project profitability as validated by relevant internal or external
sources can be demonstrated. Development expenditures cannot
be capitalized before this time.

Capitalization of development expenditures ceases as soon as
the product to which the expenditures relate is brought into
service or the criteria for capitalization are no longer met.

Capitalized development expenditures are stated at production
cost and amortized primarily using the straight-line method as
from the initial delivery of the product, over a useful life not
exceeding 20 years. Certain capitalized development
expenditures are amortized based on production units.

Intangible assets are tested for impairment in accordance
with the methods set out in Note 2.m.

k) Property, plant and equipment

Property, plant and equipment are recorded in the balance
sheet at historical purchase cost or production cost less
accumulated depreciation and impairment losses.

The main useful lives applied to calculate the depreciation
schedule are as follows:

Buildings 15-40 years
Technical facilities 5-40 years
Equipment, tooling and other 5-15 years

Borrowing costs directly attributable to the acquisition,
construction or production of an item of property, plant and
equipment are included in the cost of that item when a
significant period of time is needed to prepare the asset for
its intended use or sale (generally more than 12 months).

Replacement and major overhaul costs are identified as
components of property, plant and equipment. Other repair
and maintenance costs are expensed as incurred.

Property, plant and equipment are tested for impairment in
accordance with the methods set out in Note 2.m.
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1) Leases

All property leases together with the Group’s main leases of
groups of assets (vehicles, handling equipment, etc.) are
accounted for in accordance with IFRS 16.

At the commencement of the lease:

® a lease liability is recognized for the present value of the
lease payments to be made over the estimated term of the
lease (fixed payments, plus variable lease payments that
depend on an index or rate plus amounts expected to be
payable by the lessee under residual value guarantees plus
the exercise price of a purchase or extension option if the
lessee is reasonably certain to exercise that option plus
payments of penalties for terminating the lease, unless
these are unlikely);

® a right-of-use asset is recognized for the amount of the
lease liability, plus the amount of any lease payments made
at or before the commencement date, any initial direct
costs incurred by the lessee (fees and commission) and an
estimate of costs to be incurred in dismantling and
removing the asset and/or restoring the site on which it is
located or restoring the asset to the condition required by
the lease.

A deferred tax asset is recognized based on the amount of
the lease liability, while a deferred tax liability is recognized
based on the carrying amount of the right-of-use asset.

The term of the lease is determined taking into account
contractual provisions and provisions resulting from applicable
laws and regulations.

A nine-year term was initially adopted for “3/6/9”-type
commercial leases in France following the introduction of
IFRS 16. In December 2019, the IFRIC issued an agenda
decision stating that the term to be used to measure lease
assets and liabilities had to reflect the period during which
the lessee is reasonably certain to continue the lease. The
Group identified and analyzed its “3/6/9”-type commercial
leases in 2020 and, where necessary, adjusted the lease terms
in line with the IFRIC decision. The impact was not material
for the Group.

After initial recognition of the lease:

m the lease liability is measured at amortized cost using the
effective interest rate, which is equal to the discount rate
initially applied;

m the right-of-use asset is depreciated on a straight-line
basis over the term of the lease or over the useful life of
the underlying asset if the purchase option is reasonably
certain to be exercised. Where appropriate, an impairment
loss may be recognized against the right-of-use asset.

In the event of a change in future lease payments resulting
from a change in an index or rate used to determine those
payments, the lease liability is remeasured using the initial
discount rate.

If the lease term is extended following the exercise of an
extension option that was not initially taken into account, the
lease liability is remeasured using a revised discount rate as
determined at the date the option is exercised.

In such cases, the change in the amount of the lease liability is
recognized against a matching change in the amount of the
right-of-use asset.

In accordance with the practical expedients offered by the
standard, the Group has chosen not to apply IFRS 16 to
short-term leases or leases of low-value assets. Payments
made under such leases are expensed over the term of the
lease.



m) Impairment of non-current assets

Non-current assets, and particularly goodwill acquired in a
business combination, are allocated to cash-generating units
(CGUs). Two types of CGUs® are defined within the Group:

m CGUs corresponding to programs, projects, or product families
associated with specific assets: development expenditures,
property, plant and equipment used in production;

m CGUs to which goodwill is allocated, corresponding to the
business segments monitored by Group management and
relating chiefly to the Group’s main subsidiaries.

In the event of a sale or restructuring of the Group’s internal
operations which affects the composition of one or more of
the CGUs to which goodwill has been allocated, the allocations
are revised using a method based on relative value. This
method takes the proportion represented by the business sold
or transferred in the cash flows and terminal value of the
original CGU at the date of sale or transfer.

Impairment tests are performed at least once a year (in the
second half of the year) on assets with indefinite useful lives
or on non-amortizable assets such as goodwill. Impairment
tests are also carried out on amortizable/depreciable assets,
where the amortization/depreciation period has not yet
begun. Impairment testing is carried out whenever there is an
indication of impairment irrespective of whether the assets
are amortizable/depreciable.

At the end of each reporting period, the Group’s entities
assess whether there are events or circumstances indicating
that an asset may be impaired. Such events or circumstances
notably include material adverse changes which in the long
term impact the economic environment (commercial
prospects, procurement sources, index or cost movements,
etc.) or the Group’s assumptions or objectives (medium-term
business plan, profitability analyses, market share, backlog,
regulations, disputes and litigation, etc.).

If such events or circumstances exist, the recoverable amount
of the asset is estimated. If the carrying amount of the asset
exceeds its recoverable amount, the asset is considered as
impaired and its carrying amount is reduced to its
recoverable amount by recognizing an impairment loss under
“Profit from operations”.

Recoverable amount is defined as the higher of an asset’s or
group of assets’ fair value less costs to sell and value in use.
Value in use is the present value of expected future cash
flows, determined using a benchmark discount rate that
reflects the Group’s weighted average cost of capital
(WACC), plus any risk premium where appropriate. This
discount rate is a post-tax rate applied to post-tax cash flows,
which gives the same result as that which would have been
obtained by applying a pre-tax rate to pre-tax cash flows, as
required by IAS 36.

Future cash flows are calculated differently depending on the
assets tested:

(i) assets allocated to programs, projects or product
families: expected future cash flows are projected over
the life of the development programs or projects, capped
at 40 years, and are discounted at the benchmark rate.
Certain programs or projects are also subject to a
specific risk premium. This long timeframe better reflects
the characteristics of the Group’s operating cycles
(aircraft and defense), where assets tend to have a long
useful life and slow product development;
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(ii) goodwill: expected future cash flows are calculated
based on the medium-term business plans established
for the next four years and estimated cash flows for
years five to ten (or beyond year ten for certain
activities with a longer development and production
cycle), and are discounted at the benchmark rate. The
value in use of the assets is the sum of the present value
of these cash flows and the terminal value, calculated
based on standardized flows representing long-term
activities for years five to ten (or beyond year ten for
certain activities), taking into account a perpetual
growth rate.

Should a test on a CGU’s assets indicate an impairment loss,
the Group first establishes the recoverable amount of the
assets considered separately. Any impairment loss is initially
allocated to goodwill and then to the assets of the CGU pro
rata to their carrying amount.

In the event of an identified loss in value, any impairment loss
recognized against goodwill cannot be reversed. For other assets,
indications of impairment are analyzed at the end of each
subsequent reporting period, and if there are favorable changes
in the estimates which led to the recognition of the impairment,
the impairment loss is reversed through profit or loss.

n) Equity investments,
loans and receivables

Equity investments in non-consolidated companies are
classified at fair value through profit or loss, since:

m these assets by nature do not generate cash flows that are
solely payments of principal and interest on the principal
amount outstanding at the dates indicated; and

m the Group did not opt to classify these assets at fair value
through equity (OCI) not to be reclassified to profit.

The fair value of listed investments corresponds to their
market value. The fair value of unlisted investments
corresponds to their cost, provided that this approximates
their fair value. If this is not the case, an appropriate valuation
technique is used.

Loans to non-consolidated companies are classified at
amortized cost. They are written down using the general
impairment approach set out in IFRS 9, under which any
credit losses expected within the following 12 months are
taken into account when initially measuring the loans. In the
event of a significant subsequent increase in the loan’s credit
risk, impairment is calculated based on expected losses
through to loan maturity (lifetime expected credit losses).

Trade receivables and contract assets are written down using the
IFRS 9 simplified impairment approach, as they generally fall due
in the short term. This approach involves calculating impairment
at an amount equal to lifetime expected credit losses.

Changes in the credit risk associated with these assets are
assessed on both an individual and collective basis.

On a collective assessment basis, the allowance for expected
credit losses is calculated for amounts owed by all customers,
except major customers deemed low risk or the government,
for which no allowance is recognized on a collective basis.

This collective assessment is made for each region using an
indicator based on the credit ratings of airline companies
(i.e., official agency ratings or analyses available), since
airlines represent the Group’s main credit risk exposure.

(D A CGU is the smallest identifiable group of assets that generates cash inflows from continuing use that are largely independent

of the cash inflows from other assets or groups of assets.
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On an individual assessment basis, an additional loss
allowance is recognized if there has been a significant
increase in the credit risk associated with a given customer in
any sense whatsoever (payment default at maturity,
insolvency proceedings, etc.), such that the amount owed by
the customer is likely to be written off.

o) Inventories and work-in-progress

Inventories and work-in-progress are measured at the lower
of cost determined using the weighted average cost formula,
and net realizable value.

Cost is calculated based on normal production capacity and
therefore excludes any idle capacity costs.

Net realizable value represents the estimated selling price less
the costs required to complete the asset or make the sale.

Borrowing costs incurred during the production phase are
included in the value of inventories when the eligibility
conditions are met.

p) Cash and cash equivalents

Cash and cash equivalents include available funds, highly
liguid short-term investments (three months or less) and term
deposits with exit options exercisable at no penalty within
less than three months that are readily convertible into
known amounts of cash and subject to an insignificant risk of
changes in value.

These assets are recognized at market value (fair value) or
amortized cost, as appropriate. Assets carried at amortized
cost are written down using the general impairment approach
set out in IFRS 9.

Cash equivalents subject to usage restriction (e.g., pledges)
are recorded under other financial assets for the duration of
the restriction.

q) Treasury shares

All treasury shares held by the Group are deducted from
consolidated equity based on their acquisition price,
regardless of whether they were repurchased in connection
with a liquidity agreement or under a share buyback program
initiated by the Group. Gains and losses on the disposal of
treasury shares are recorded directly in equity and do not
impact profit or loss for the period.

For share buyback programs outstanding at the end of the
reporting period, the firm obligation to repurchase shares is
recognized in the form of a liability for the acquisition of
shares, against a reduction in consolidated reserves. This
liability, which is not included in calculations of the Group’s
net financial position, is cleared as and when the
disbursements relating to the share buybacks are made.

r) Share-based payment

The Group grants various share-based payments to its
employees, including free shares, long-term variable
compensation in the form of performance shares and
leveraged or unleveraged savings plans.

In accordance with IFRS 2, “Share-based Payment”, these
arrangements are measured at fair value, taking into account
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any lock-up period for shares granted and less the present
value of dividends not received by employees during the
vesting period. The fair value of equity-settled instruments is
determined at the grant date. The fair value of cash-settled
instruments is revised up to the date of payment. For plans
that are subject to performance conditions, the external
conditions are included in the per-share fair value at the grant
date and the internal conditions are reflected in the number
of instruments.

These employee benefits represent personnel costs and are
recognized on a straight-line basis over the vesting period,
with an offsetting entry to consolidated reserves for

equity-settled plans and to liabilities for cash-settled plans.

s) Provisions

The Group records provisions when it recognizes a present
probable or potential (in the event of a business combination)
legal or constructive obligation as a result of a past event for
which an outflow of resources will be required to settle the
obligation, and a reliable estimate can be made of the amount
of that obligation.

For taxes levied by public authorities, the liability is
recognized at the date of the obligating event for each levy,
such as that defined by applicable local regulations.

Provisions for losses on completion and
losses arising on delivery commitments

A provision for losses on completion is recognized for
contracts managed on a percentage-of-completion basis, and
a provision for losses arising on delivery commitments is
recognized for sales contracts, when:

® a contract (or combination of contracts), signed before the
end of the reporting period, gives rise to obligations for the
Group in the form of the delivery of goods, the provision of
services or the payment of termination indemnities;

m the Group’s obligation and the expected economic
benefits can be measured reliably;

m it is highly probable that the contract (or combination of
contracts) will be onerous (the unavoidable costs of
meeting the obligations under the contract [or combination
of contracts] exceed the expected economic benefits).

Unavoidable costs for which a provision is recognized
represent the lower of the net cost of executing the contract
(i.e., the forecast loss on the contract) and the cost of failing
to execute the contract (e.g., withdrawal costs in the event of
early termination).

In the case of original equipment sales contracts, the
expected economic benefits correspond to the contract cash
flows associated with the highly probable cash flows from the
spare part activities provided under the contracts.

The cash flows used in this analysis are discounted to take into
account their spread over time.

Under onerous contracts, losses arising on delivery
commitments are recognized primarily as a deduction from
inventories and work-in-progress (for the completed portion
of the contract and directly related to the contract or
combination of contracts), and shown in provisions for work to
be completed.



Provisions for financial guarantees on sales

As part of its civil engine sales campaigns, the Group grants
two types of guarantees to its customers:

m financial guarantees, under which the Group provides a
guarantee to the lending institutions that finance its
customer;

® guarantees covering the value of assets, under which the
Group grants the customer an option to return the aircraft
at a given date for an agreed price.

These commitments are undertaken by the Group together with
its partner General Electric, and form part of financing
packages proposed by aircraft manufacturers to airline
companies. They generally correspond to the share represented
by Group engines in the financing of the aircraft.

Financial commitments are generally granted on signature of
the sales agreement, but do not actually take effect until the
customer so requests.

These guarantees generate risks. However, the total gross
amount of the guarantees does not reflect the net risk to
which the Group is exposed, as the commitments are
counter-guaranteed by the value of the underlying assets, i.e.,
the aircraft pledged.

A provision is recognized in respect of these guarantees,
reflecting events likely to generate a future outflow of
resources for the Group.

Provisions for standard
and operating warranties

These provisions are recorded to cover the Group’s share of
probable future disbursements under standard and operating
warranties. They are calculated as appropriate based on
technical files or statistics, particularly with respect to the return
of parts under warranty and the estimated cost of repairs.

Provisions for restructuring costs

These provisions are recognized when the plan has raised a
valid expectation in third parties and has been announced
before the end of the reporting period.

t) Post-employment benefits

In compliance with the laws and practices of each country in
which it operates, the Group grants its employees post-
employment benefits (pensions, termination payments, early
retirement plans, etc.) as well as other long-term benefits
including long-service awards, jubilee benefits and loyalty
premiums.

For its basic plans and other defined contribution plans, the
contribution paid in the period is recognized in expenses
when due. No provision is recorded.

Provisions recognized for obligations under defined benefit
plans are measured using the projected unit credit method.
This determines, for each employee, the present value of the
benefits to which the employee’s current and past services
will grant entitlement on retirement. The actuarial calculations
include demographic (retirement date, employee turnover
rate, etc.) and financial (discount rate, salary increase rate,
etc.) assumptions, and are performed at the end of each
reporting period for which accounts are published.
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When plans are funded, the plan assets are placed with
entities that are responsible for paying the benefits in the
countries concerned. These assets are measured at fair value.
Provisions are recorded to cover shortfalls in the fair value of
plan assets compared with the present value of the Group’s
obligations.

An asset surplus is only recognized in the balance sheet when
it represents future economic benefits effectively available
to the Group.

In accordance with the revised IAS 19, changes in actuarial
gains and losses arising on defined benefit plans are
recognized in “Other comprehensive income” within equity
and not subsequently reclassified to profit.

The Group distinguishes between operating components and
financial components when presenting defined benefit expense:

m service cost for the period is shown in profit from
operations, along with past service costs arising on the
introduction of a new plan or curtailments or settlements
of an existing plan, which are recognized immediately in
this caption;

m the cost relating to unwinding the discount on the net
pension liability (asset) is shown in financial income (loss).

u) Borrowings subject
to specific conditions

The Group receives public financing in the form of repayable
advances to develop aircraft and defense projects. These
advances are repaid based on the revenue generated by
future sales of engines or equipment.

Repayable advances are treated as sources of financing and
are recognized in liabilities in the consolidated balance sheet
under the heading “Borrowings subject to specific conditions”.

At inception, they are measured at the amount of cash
received or, when acquired, at the value of probable future
cash flows discounted at market terms at the acquisition
date. They are subsequently measured at amortized cost at
the end of each reporting period, taking into account the
most recent repayment estimations.

The present value of estimated repayments, based on
management’s best estimates, is regularly compared with the
net carrying amount of repayable advances, defined as the
sum of amounts received, plus any interest capitalized at the
end of the reporting period, less repayments made. If as a
result of this analysis the present value of estimated
repayments is durably more or less than the carrying amount
of the repayable advances over three consecutive years, that
unrecognized portion of the present value of the advance
which is higher or lower than the carrying amount is taken to
profit or loss.

For certain contracts, the Group has to pay a fee based on
replacement sales realized under the program once the
advance has been fully repaid. This fee is not considered as
repayment of an advance but as an operating expense.
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v) Interest-bearing financial liabilities

On initial recognition, interest-bearing financial liabilities are
measured at the fair value of the amount received, less any
directly attributable transaction costs. Besides the specific
conditions applicable to hedge accounting (see Note 2.w),
interest-bearing financial liabilities are subsequently carried at
amortized cost using the effective interest rate method.

w) Derivatives and hedge accounting

The Group uses derivative instruments to hedge potential
risks arising from its operating and financial activities. These
instruments are primarily used to hedge its exposure to the
risk of fluctuations in exchange rates, and more marginally, to
risks of changes in interest rates. The derivatives used can
include forward currency contracts and currency options or
interest rate swaps. The Group’s market risk management
policy is described in Note 31, “Management of market risks
and derivatives”.

Most derivatives are traded over-the-counter and no quoted
prices are available. Consequently, they are measured using
models commonly used by market participants to price such
instruments (discounted cash flow method or option pricing
models). Counterparty risk and proprietary credit risk are
taken into account when measuring derivatives.

For a derivative or non-derivative hedging instrument to be
eligible for hedge accounting, the hedging relationship must
be formally designated and documented at inception and its
effectiveness must be demonstrated throughout the life of
the instrument using documented effectiveness tests.

The accounting principles applicable to foreign currency
derivatives used to hedge foreign exchange risk are set out
in Note 2.f.

Up to the end of first-quarter 2019, the Group had in place a
net investment hedge for some of its US operations using USD
debt. Changes in the fair value of the debt attributable to the
hedged foreign exchange risk are recognized within other
comprehensive income for the effective portion of the hedge.
Changes in fair value attributable to the ineffective portion of
the hedge are taken to profit or loss. Amounts carried in equity
are taken to profit or loss when the hedged investment is sold
or unwound. The interest rate component of the hedging
instrument is shown in “Financial income (loss)”.

Certain derivatives used to hedge interest rate risk on fixed-
rate financial assets and liabilities may be designated as
hedging instruments in a fair value hedging relationship. In
this case, the borrowings hedged by the interest rate
derivatives (mainly interest rate swaps) are adjusted to
reflect the change in fair value attributable to the hedged risk.
Changes in the fair value of hedged items are taken to profit
or loss for the period and offset by symmetrical changes in
the fair value of the interest rate swaps (effective portion).
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x) Sale of receivables

The Group sells some of its trade receivables to financial
institutions, generally within the scope of confirmed factoring
facilities. The related assets may only be removed from the
balance sheet if the rights to the future cash flows from the
receivables are transferred, along with substantially all of the
associated risks and rewards (payment default, late-payment
risk, etc.).

y) Structure of the consolidated
balance sheet

The Group is engaged in a variety of activities, most of which
have long operating cycles. Consequently, assets and
liabilities generally realized or unwound within the scope of
the operating cycle (inventories and work-in-progress,
receivables, advances and downpayments received from
customers, trade and other payables, and foreign currency
derivatives, etc.) are presented with no separation between
current and non-current portions. However, other financial
assets and liabilities as well as provisions are considered as
current if they mature within 12 months of the end of the
reporting period. All other financial assets, liabilities and
provisions are considered non-current.

z) Recurring operating income

To make the Group’s operating performance more transparent,
it includes an intermediate operating indicator known as
“Recurring operating income” in its reporting.

This sub-total includes the share of profit from joint ventures
accounted for under the equity method, since all joint
ventures are involved in businesses directly related to the
Group’s core activities.

This sub-total excludes income and expenses which are
largely unpredictable because of their unusual, infrequent
and/or material nature, such as:

B impairment losses recognized against goodwill, impairment
losses or reversals of impairment losses recognized against
intangible assets relating to programs, projects or product
families as a result of an event that substantially alters the
economic profitability of such programs, projects or product
families (e.g., significant decrease in forecast volumes,
difficulties encountered during the development phase,
renegotiated sales agreements, changes in the production
process, etc.), including for equity-accounted companies;

® capital gains and losses on disposals of operations;

® gains on remeasuring any previously held equity interests
in the event of step acquisitions or transfers made to joint
ventures;

m other unusual and/or material items not directly related to

the Group’s ordinary operations, in particular restructuring
costs.



NOTE 3  MAIN SOURCES OF ESTIMATES

The preparation of consolidated financial statements in
accordance with the International Financial Reporting Standards
(IFRS) described above requires management to make certain
estimates and assumptions that affect the reported amounts of
consolidated assets, liabilities, income and expenses.

The assumptions used vary from one business to the next,
but are considered reasonable and realistic in all cases. The
resulting estimates are based on the Group’s past experience
and factor in the economic conditions prevailing at the end of
the reporting period and any information available as of the
date of preparation of the financial statements, in particular
of a contractual or commercial nature.

Estimates and underlying assumptions are reviewed on an
ongoing basis, and take into account the impacts of the
health crisis identified to date.

When unforeseen developments in events and circumstances
occur, particularly as regards global economic trends and the
Group’s own business environment, actual results may differ
from these estimates. In such cases, the assumptions and,
where appropriate, the reported amounts of assets and
liabilities concerned are adjusted accordingly.

The Group also tests its sensitivity to changes in the assumptions
underlying its main estimates in order to analyze the impact of
volatility and lack of visibility in the global economic environment
and particularly in certain Group segments. These analyses are
regularly reviewed by management.

The main accounting policies which require the use of
estimates are described below.

a) Estimates relating to programs
and contracts

The main material estimates used by the Group to prepare its
financial statements relate to forecasts of future cash flows
under programs and contracts (business plans). Forecast
future total cash flows under programs and contracts
represent management’s best estimate of the rights and
obligations expected to derive from the program or contract.

The assumptions applied and resulting estimates used for
programs and contracts cover periods that are sometimes
very long (up to several decades), and take into account the
technological, commercial and contractual constraints of
each such program and contract.

These estimates primarily draw on assumptions about the
volumes, output and selling prices of products sold,
associated production costs, exchange rates for foreign-
currency denominated sales and purchases as well as normal
risks and uncertainties in respect of forecast cost overruns
and, for discounted future cash flows, the discount rate
adopted for each program and contract.
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The Group’s volume assumptions are prepared internally
for each market in which Group companies are present (e.g.,
commercial, business and military aviation; helicopters, etc.).
For short-term estimates, these assumptions are based on
available inputs (programs, orders, etc.), while external inputs
(publications, airframer press releases, IATA announcements,
market surveys, etc.) are used for estimates covering the
medium to long term. The assumptions are regularly revised,
particularly those used for short-term estimates, in order to
reflect the latest developments in the Group’s programs, and
all assumptions used for medium- to long-term forecasts are
validated by management at least once a year.

Cash flow forecasts, which may or may not be discounted,
are used to determine the following:

= impairment of non-current assets: goodwill and assets
allocated to programs (aircraft programs, development
expenditures and property, plant and equipment used in
production) are tested for impairment as described in
Note 2.m. The recoverable amount of these assets is
generally determined using cash flow forecasts;

m capitalization of development expenditures: the conditions
for capitalizing development expenditures are set out in
Note 2.j. Determining whether future economic benefits are
expected to flow to the Group is instrumental in deciding
whether project costs can be capitalized. This analysis is
carried out based on future cash flow forecasts. The Group
also uses estimates when determining the useful life of
its projects;

m profit (loss) on completion of contracts accounted for on a
percentage-of-completion basis: the Group accounts for
contracts on a percentage-of-completion basis (cost-to-
cost method). Under this method, revenue is recognized
based on the percentage of work completed, calculated by
reference to the costs incurred. This method requires an
estimate of results on completion using future cash flow
forecasts that take into account contractual indexes and
commitments as well as other factors inherent to the
contract based on historical and/or forecast data. This
method also requires an estimate of the contract’s stage of
completion.

When the total costs that are necessary to cover the
Group’s risks and obligations under the contract are likely
to exceed total contract revenue, the expected loss (i) is
recognized within provisions for losses on completion or
(ii) leads to the write-down of contract fulfillment costs (if
any) and to the subsequent recognition of a provision for
losses on completion for the remaining amount of the loss;

= timing of revenue recognition: the recognition of revenue
under certain contracts is based on delivery volume
assumptions. These assumptions therefore influence the
timing of revenue recognition;

m variable consideration: the transaction price may be
comprised of both a fixed amount and a variable amount.
This variable amount may, in particular, depend on volume
assumptions which therefore require the use of estimates;

= losses arising on delivery commitments: sales contracts
(or combinations of contracts) may be onerous. For all
sales contracts or combinations of contracts, the Group
estimates the volume of goods to be delivered as well as
spare parts and services directly related to the delivery
commitment, which may be contractual or highly probable.
Accordingly, the Group recognizes a provision for losses
arising on delivery commitments when the combination of
contracts is onerous and a loss is likely to be incurred. It
uses estimates, notably as regards the volume of goods to
be produced and delivered under the sales contracts or
combinations of contracts, as well as the volume of
directly-related spare parts and services, projected
production costs and the expected economic benefits;
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m repayable advances: the forecast repayment of advances
received from public bodies is based on revenue from future
sales of engines, equipment and spare parts, as
appropriate. As a result, the forecasts are closely related to
the business plans prepared by the operating divisions.

Any changes in estimates and assumptions underlying cash
flow forecasts for programs and contracts could have a
material impact on the Group’s future earnings and/or the
amounts reported in its balance sheet. Consequently, the
sensitivity of key estimates and assumptions to such changes
is systematically tested and the results of these tests
reviewed by management on a regular basis.

b) Provisions

Provisions reflect management’s best estimates using
available information, past experience and, in some cases,
estimates by independent experts.

When estimating provisions relating to the Group’s contractual
commitments on timeframes and technical specifications in
connection with the development phase, the general stage of
development of each of the Group’s programs is taken into
account, particularly as regards changes made to specifications
during the development phase. Contractually defined liability
limits are also taken into account.

Provisions for restructuring costs represent the best estimate
of the costs at the end of the reporting period.

Contractual provisions relating to performance warranties
given by the Group take into account factors such as the
frequency and estimated cost of repairs. The value of these
commitments may be based on a statistical assessment.

Provisions relating to financial guarantees given by the Group
are based on the estimated value of the underlying assets, the
probability that the customers concerned will default, and,
where appropriate, the discount rate applied to cash flows.

The costs and penalties actually incurred or paid may differ
significantly from these initial estimates when the obligations
unwind, and this may have a material impact on the Group’s
future earnings.

At the date of this report, the Group has no information
suggesting that these inputs are not appropriate taken as a
whole.

c) Post-employment benefits

The Group uses statistical data and other forward-looking
inputs to determine assets and liabilities relating to post-
employment benefits. These inputs include actuarial
assumptions such as the discount rate, salary increase rate,
retirement age, and employee turnover and mortality.
Actuarial calculations are performed by independent actuaries.
At the date of preparation of the consolidated financial
statements, the Group considers that the assumptions used to
measure its commitments are appropriate and justified.

However, if circumstances or actuarial assumptions -
especially the discount rate - prove significantly different
from actual experience, the amount of post-employment
liabilities shown in the balance sheet could change
significantly, along with equity.

I SAFRAN 2020 UNIVERSAL REGISTRATION DOCUMENT

d) Trade and other receivables

The Group estimates any collection risks based on
commercial information, prevailing economic trends, and
information concerning the solvency of each customer, in
order to determine any necessary write-downs on a case-by-
case basis. These write-downs are in addition to any
allowances recognized for expected losses, which are
calculated on a collective basis for all customers except major
customers deemed low risk and the government.

The specific nature of any receivables from government-
backed entities is taken into account when determining bad
debt risk for each receivable and therefore when estimating
the amount of any impairment loss.

e) Allocation of the cost of business
combinations

Business combinations are recorded using the acquisition
(purchase) method. Identifiable assets acquired and liabilities
and contingent liabilities assumed are measured at fair value
at the date control is acquired.

One of the most important areas in which estimates are used
in accounting for a business combination concerns the
calculation of fair value and the underlying assumptions
applied. The fair value of certain items acquired in a business
combination can be measured reliably, for example property,
plant and equipment using market prices. However, the fair
value of other items such as intangible assets or contingent
liabilities may prove more difficult to establish. These complex
measurements are usually performed by independent experts
based on a series of assumptions. These experts are generally
required to estimate the impact of future events that are
uncertain at the date of the combination.

f) Disputes and litigation

Certain Group subsidiaries may be party to regulatory, legal
or arbitration proceedings which, because of their inherent
uncertainty, could have a material impact on the Group’s
financial position (see Note 35, “Disputes and litigation”).

The Group’s management takes stock of any outstanding
proceedings and monitors their progress on a regular basis. It
also decides whether to book a provision or adjust the
amount of any existing provision if events arise during the
proceedings that require a reassessment of the risk involved.
The Group consults legal experts both within and outside the
Group in determining the costs that may be incurred.

The decision to book a provision in respect of a given risk and
the amount of any such provisions are based on an assessment
of the risk associated with each individual case, management’s
estimate of the likelihood that an unfavorable decision will be
issued in the proceedings in question, and the Group’s ability
to estimate the amount of the provision reliably.



NOTE 4 SCOPE OF CONSOLIDATION

Main changes in the scope
of consolidation in 2020

There were no significant changes
consolidation in 2020.

in the scope of

Main changes in the scope
of consolidation in 2019

Acquisition of ElectroMechanical Systems
from Collins Aerospace

Upon completion of the clearance procedures, Safran
finalized the acquisition of the ElectroMechanical Systems
business from Collins Aerospace on February 8, 2019.

NOTES SEGMENT INFORMATION

Segments presented

In accordance with IFRS 8, “Operating Segments”, segment
information reflects Safran’s different businesses.

The Group’s operating segments reflect the organization of
subsidiaries around tier-one entities (“consolidation sub-
groups”).

For monitoring purposes, Safran has three operating
segments which are organized based on the type of products
and services they sell and the markets they serve.

Aerospace Propulsion

The Group designs, develops, produces and markets
propulsion and mechanical power transmission systems for
commercial aircraft, military transport, training and combat
aircraft, civil and military helicopters, and drones. This segment
also includes maintenance, repair and overhaul (MRO)
activities and the sale of spare parts.

Aircraft Equipment,
Defense and Aerosystems

Safran covers the full life cycle of systems and equipment for
civil and military aircraft and helicopters.

The Group is involved in landing gear and brakes, nacelles and
reversers, avionics (flight controls and onboard information
systems), security systems (evacuation slides, emergency
arresting systems and oxygen masks), onboard computers and
fuel systems.

It also operates at the different phases of the electrical cycle
and provides electrical power management systems and
associated engineering services.
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The acquisition bolsters the Group’s market position and
creates synergies in the electrical actuation and flight control
segments. Safran thus becomes a major player in pilot controls
and also strengthens its electrical actuation product line.

The acquisition expands the business portfolio of Safran
Electronics & Defense.

The business has been part of the Aircraft Equipment,
Defense and Aerosystems segment since the acquisition date.

The transaction meets the definition of a business combination
under IFRS 3.

The allocation of the purchase price to the assets and
liabilities measured at fair value generated zero goodwill.

This segment includes all activities serving the naval and land
defense markets, including optronic equipment and sights,
navigation equipment and sensors, modernized infantry and
drones.

This segment also includes maintenance, repair and overhaul
(MRO) activities and the sale of spare parts.

Aircraft Interiors

The Aircraft Interiors business includes all operations related to
the buyer-furnished equipment (BFE) market, whose direct
customers are mostly airline companies. The Group designs,
develops, manufactures and markets, for example, aircraft seats
for passengers (First, Business and Economy Class) and crew, as
well as cabin equipment, overhead bins, class dividers,
passenger service units, cabin interior solutions, chilling systems,
galleys, electrical inserts and trolleys and cargo equipment.

This segment also includes complex cabin equipment and
passenger comfort-focused solutions such as water distribution,
lavatories, air systems and in-flight entertainment and
connectivity (IFEC).

Holding company and other

In “Holding company and other”, the Group includes Safran
SA’s activities and holding companies in various countries.

Business segment performance
indicators

Segment information presented in the tables below is
included within the information presented to the Chief
Executive Officer who - in accordance with the Group’s
governance structure - has been designated as the “Chief
Operating Decision Maker” for the assessment of the
performance of business segments and the allocation of
resources between the different businesses.
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The assessment of each business segment’s performance by
the Chief Executive Officer is based on adjusted contribution
figures as explained in the Foreword (see section 2.1).

Data for each business segment are prepared in accordance
with the same accounting principles as those used for the
consolidated financial statements (see Note 2, “Accounting
policies”), except for the restatements made in respect of
adjusted data (see section 2.1).

Inter-segment sales are performed on an arm’s length basis.

Gross operating working capital represents the gross balance
of trade receivables, inventories and trade payables.

Segment assets represent the sum of goodwill, intangible
assets, property, plant and equipment, right-of-use assets,
investments in equity-accounted joint ventures and all current
assets except cash and cash equivalents and tax assets.

Non-current assets comprise goodwill, property, plant and
equipment, intangible assets, right-of-use assets and
investments in equity-accounted associates and joint ventures.

Free cash flow represents cash flow from operating activities information for 2019 and 2020 is
less any net disbursements relating to acquisitions of

property, plant and equipment and intangible assets.

Quantified segment
presented below.

Segment information

At December 31, 2020

Aircraft
Equipment, Total GG Total Impacts of Total
Aerospace  Defenseand  Aircraft (NEIEWOE  company adjusted Currency business ERITIELED!
@in € millions) Propulsion  Aerosystems Interiors ENEIS  and other data hedges  combinations data
Revenue 7,663 6,893 1,922 16,478 20 16,498 133 - 16,631
zz‘;‘s‘;(’,:“g operating income 1,192 687 (174) 1,705 (19) 1,686 129 422y 393
Other non-recurring operating B B (466)
income and expenses as7 (233) 72 (462) 0 (466)
Profit (loss) from operations 1,035 454 (246) 1,243 (23) 1,220 129 422) 927
Free cash flow 796 81 (377) 1,230 (157) 1,073 - - 1,073
Gross operating working capital a,617) 1,322 806 51 as7) 354 _ _ 354
Segment assets 15,679 11,858 4,906 32,443 2,056 34,499 - - 34,499
(D o/w depreciation,
amortization and increase in
provisions, net of use (390) (332) 52) (774) 49) (823) (&3] (386) 1,212)
o/w asset impairment 58 28 én (147) - 147) ) - (149)
At December 31, 2019
Aircraft
Equipment, Il Holding Total Impacts of Total
Aerospace  Defenseand  Aircraft (NEIEOE  company adjusted [ERITCNWY WIS consolidated
@in € millions) Propulsion  Aerosystems Interiors segments EENIENGLT data hedges  combinations data
Revenue 12,045 9,256 3,321 24,622 18 24,640 458 - 25,098
:‘Iz‘s’;')’(’,f"g operating income 2,485 1,209 188 3,882 (62) 3,820 450 446) 3,824
Other non-recurring operating B )
income and expenses (7) (21) (6) (34) 47 13 13
Profit (loss) from operations 2,478 1,188 182 3,848 (15) 3,833 450 (446) 3,837
Free cash flow 1,125 706 m 1,830 153 1,983 - - 1,983
Gross operating working capital (1,786) 1,644 720 578 (135) 443 - - 443
Segment assets 17,984 13,284 5,658 36,926 2,074 39,000 - - 39,000
(D o/w depreciation,
amortization and increase in
provisions, net of use (709) (39D €] (1,104) (90) (1,194) 0 405  (1600)
o/w asset impairment [€)) 10 48 55 - 55 2 - 57
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Revenue (adjusted data)

(in € millions) 2019 2020

AEROSPACE PROPULSION

Original equipment and related products and services 5,081 2,859
Services 6,848 4,668
Sales of studies 65 85
Other 51 51
Sub-total 12,045 7,663
AIRCRAFT EQUIPMENT, DEFENSE AND AEROSYSTEMS

Original equipment and related products and services 5,857 4,456
Services 3,002 214
Sales of studies 262 237
Other 135 86
Sub-total 9,256 6,893
AIRCRAFT INTERIORS

Original equipment and related products and services 2,352 1,409
Services 895 478
Sales of studies 63 22
Other 1 13
Sub-total 3,321 1,922
HOLDING COMPANY AND OTHER

Sales of studies and other 18 20
Sub-total 18 20
TOTAL 24,640 16,498

Information by geographic area

At December 31, 2020

Total
Europe (excl. Asia and IN(("RY Total adjusted consolidated

@in € millions) France France) Americas Oceania  Middle East data

Revenue by location of

customers 3,823 3,450 5,434 2,669 1,122 16,498 133 16,631
% 23% 21% 33% 16% 7%

Non-current assets by

location®® 14,550 1,855 3,732 293 1o 20,540
% 71% 9% 18% 1% 1%

(1) Excluding financial assets, derivatives and deferred tax assets.
(@) Intangible assets recognized when allocating the purchase price of a business combination are typically allocated to tier-one
subsidiaries acting as the heads of consolidation sub-groups and not to each of their subsidiaries.
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At December 31, 2019

Total
Europe (excl. Asia and Africa & QELEETITHC (MWW consolidated
@in € millions) France France) Americas Oceania  Middle East data hedges data
Revenue by location of
customers 4,870 5,236 8,617 3,728 2,189 24,640 458 25,098
% 20% 21% 35% 15% 9%
Non-current assets by
location®® 15,305 1,926 4,322 349 n7z 22,019
% 70% 9% 19% 1% 1%

(D Excluding financial assets, derivatives and deferred tax assets.
(2) Intangible assets recognized when allocating the purchase price of a business combination are typically allocated to tier-one
subsidiaries acting as the heads of consolidation sub-groups and not to each of their subsidiaries.

As in the previous year, Safran carried out sales with three
major customers during 2020:

1. Airbus group: sales of original equipment engines for
aircraft and helicopters for Aerospace Propulsion; landing
and braking systems, wiring and electrical connection
systems, nacelles, navigation systems, flight control
systems, flight-data recording systems and other equipment

2.

Boeing group: sales of original equipment engines for
aircraft for Aerospace Propulsion; landing and braking
systems and wiring and electrical connection systems for
Aircraft Equipment and Aerosystems; and cabin interiors
and seats for Aircraft Interiors;

. General Electric group: sales of fleet maintenance spare

parts for Aerospace Propulsion.

for Aircraft Equipment, Defense and Aerosystems; and
cabin interiors and seats for Aircraft Interiors;

NOTE6 REVENUE

The Covid-19 crisis severely disrupted the Group’s original equipment and services activities.

However, business has improved since the low-point in the second half of the year.

Breakdown of revenue by business

2020
Aircraft Equipment,

Aerospace Defense and Holding company
(in € millions) Propulsion Aerosystems Aircraft Interiors and other
DESCRIPTION OF PRODUCTS/SERVICES
Sales of original equipment and other 2,893 4,482 1,4M - 8,786
equipment
Services 4,723 2,126 478 - 7,327
Sales of studies 86 238 22 13 359
Other 52 87 13 7 159
TOTAL REVENUE 7,754 6,933 1,924 20 16,631
TIMING OF REVENUE RECOGNITION
At a point in time 6,162 6,127 1,905 16 14,210
Over time 1,592 806 19 4 2,421
TOTAL REVENUE 7,754 6,933 1,924 20 16,631
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Revenue (adjusted data)

(in € millions) 2019 2020

AEROSPACE PROPULSION

Original equipment and related products and services 5,081 2,859
Services 6,848 4,668
Sales of studies 65 85
Other 51 51
Sub-total 12,045 7,663
AIRCRAFT EQUIPMENT, DEFENSE AND AEROSYSTEMS

Original equipment and related products and services 5,857 4,456
Services 3,002 214
Sales of studies 262 237
Other 135 86
Sub-total 9,256 6,893
AIRCRAFT INTERIORS

Original equipment and related products and services 2,352 1,409
Services 895 478
Sales of studies 63 22
Other 1 13
Sub-total 3,321 1,922
HOLDING COMPANY AND OTHER

Sales of studies and other 18 20
Sub-total 18 20
TOTAL 24,640 16,498

Information by geographic area

At December 31, 2020

Total
Europe (excl. Asia and IN(("RY Total adjusted consolidated

@in € millions) France France) Americas Oceania  Middle East data

Revenue by location of

customers 3,823 3,450 5,434 2,669 1,122 16,498 133 16,631
% 23% 21% 33% 16% 7%

Non-current assets by

location®® 14,550 1,855 3,732 293 1o 20,540
% 71% 9% 18% 1% 1%

(1) Excluding financial assets, derivatives and deferred tax assets.
(@) Intangible assets recognized when allocating the purchase price of a business combination are typically allocated to tier-one
subsidiaries acting as the heads of consolidation sub-groups and not to each of their subsidiaries.
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At December 31, 2019

Total
Europe (excl. Asia and Africa & QELEETITHC (MWW consolidated
@in € millions) France France) Americas Oceania  Middle East data hedges data
Revenue by location of
customers 4,870 5,236 8,617 3,728 2,189 24,640 458 25,098
% 20% 21% 35% 15% 9%
Non-current assets by
location®® 15,305 1,926 4,322 349 n7z 22,019
% 70% 9% 19% 1% 1%

(D Excluding financial assets, derivatives and deferred tax assets.
(2) Intangible assets recognized when allocating the purchase price of a business combination are typically allocated to tier-one
subsidiaries acting as the heads of consolidation sub-groups and not to each of their subsidiaries.

As in the previous year, Safran carried out sales with three
major customers during 2020:

1. Airbus group: sales of original equipment engines for
aircraft and helicopters for Aerospace Propulsion; landing
and braking systems, wiring and electrical connection
systems, nacelles, navigation systems, flight control
systems, flight-data recording systems and other equipment

2.

Boeing group: sales of original equipment engines for
aircraft for Aerospace Propulsion; landing and braking
systems and wiring and electrical connection systems for
Aircraft Equipment and Aerosystems; and cabin interiors
and seats for Aircraft Interiors;

. General Electric group: sales of fleet maintenance spare

parts for Aerospace Propulsion.

for Aircraft Equipment, Defense and Aerosystems; and
cabin interiors and seats for Aircraft Interiors;

NOTE6 REVENUE

The Covid-19 crisis severely disrupted the Group’s original equipment and services activities.

However, business has improved since the low-point in the second half of the year.

Breakdown of revenue by business

2020
Aircraft Equipment,

Aerospace Defense and Holding company
(in € millions) Propulsion Aerosystems Aircraft Interiors and other
DESCRIPTION OF PRODUCTS/SERVICES
Sales of original equipment and other 2,893 4,482 1,4M - 8,786
equipment
Services 4,723 2,126 478 - 7,327
Sales of studies 86 238 22 13 359
Other 52 87 13 7 159
TOTAL REVENUE 7,754 6,933 1,924 20 16,631
TIMING OF REVENUE RECOGNITION
At a point in time 6,162 6,127 1,905 16 14,210
Over time 1,592 806 19 4 2,421
TOTAL REVENUE 7,754 6,933 1,924 20 16,631
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2019
Aircraft Equipment,
Aerospace Defense and Holding company

@in € millions) Propulsion Aerosystems Aircraft Interiors and other Total
DESCRIPTION OF PRODUCTS/SERVICES
Sales of original equipment and other 5,218 5,934 2,360 - 13,512
equipment
Services 7,033 3,042 898 - 10,973
Sales of studies 67 265 63 n 406
Other 52 137 n 7 207
TOTAL REVENUE 12,370 9,378 3,332 18 25,098
TIMING OF REVENUE RECOGNITION
At a point in time 10,552 8,424 3,266 16 22,258
Over time 1,818 954 66 2 2,840
TOTAL REVENUE 12,370 9,378 3,332 18 25,098
Revenue is broken down into four categories which best m Other
reflect the Group’s main businesses: In terms of revenue recognition, it should be noted for
m Sales of original equipment and other equipment each of the business segments that:

These sales reflect quantities delivered under contracts or e Most revenue within the Group is recognized “at a point

aircraft programs as well as contractual financing received in time”.

from customers to develop these products. e Revenue recognized on a percentage-of-completion
® Services, which include deliveries of spare parts and basis (“over time”) mainly concerns service and after-

maintenance contracts sales support contracts in the Propulsion segment and

These sales are contingent on repairs and maintenance aerospace activities in the Aircraft Equipment, Defense

requested by airline companies and correspond to services and Aerosystems segment.

and volumes that are less predictable since they depend
on the condition of fleets.

® Sales of studies, research and development
Contracts are drawn up for all such development work,
which represents separate performance obligations. This
category relates to specific work carried out for a given
project or program.

In other segments, it concerns contract-related activities
accounted for as an overall performance obligation.

Remaining performance obligations

(in € millions) One year or less More than one year

Remaining performance obligations at December 31, 2019 13,531 31,937 45,468
Remaining performance obligations at December 31, 2020 9,180 37,859 47,039
These performance obligations relate to firm quantities/ The crisis hit OE volumes across all businesses, as well as
products/services still to be delivered and/or performed spare parts activities for the Aircraft Equipment, Aerosystems
under contracts in force at the end of the reporting period. and Aircraft Interiors segments. New service contracts more

than offset this downturn, with outstanding performance
obligations up by €1,572 million at end-2020.
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NOTE7 BREAKDOWN OF THE OTHER MAIN COMPONENTS

OF PROFIT FROM OPERATIONS

Other income

(in € millions)

2019 2020

Research tax credit® 166 149
Other operating subsidies 100 81
Other operating income 31 37
TOTAL 297 267

(D Including €6 million in connection with additional research tax credits in respect of 2019, included in 2020 income (€5 million

in respect of 2018 included in 2019 income).

Raw materials and consumables used

This caption breaks down as follows for the period:

(in € millions)

2019 2020

Raw materials, supplies and other (6,100) (3,483)
Bought-in goods (46) 18)
Changes in inventories 137 149)
Contract costs 2) 17
Sub-contracting (5,153) (2,693)
Purchases not held in inventory (595) (399)
External service expenses (2,679) (1,725)
TOTAL (14,448) (8,450)

The decrease in raw materials and consumables used reflects the downturn in business related to the Covid-19 crisis.

The fall in external services and sub-contracting is attributable to the reduction in temporary staff.

Personnel costs

(in € millions)

2019 2020

Wages and salaries (4,045) (3,375)
Social security contributions (1,551 (1,320)
Statutory employee profit-sharing (218) (103)
Optional employee profit-sharing 178) as5)
Additional contributions @87 33
Corporate social contribution (86) (28)
Other employee costs 184) (154)
TOTAL (6,349) (5,028)

The average number of permanent employees, excluding
jointly controlled entities, was 86,785 in 2020 versus 94,465
in 2019.

The decrease in personnel costs results from the measures
put in place by the Group in response to the health crisis,
including:

m furlough and short-time working schemes;
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m government grants relating to the various furlough and
short-time working schemes recognized as a deduction
from personnel costs in an amount of €246 million;

m workforce adjustment plans;

m the impact of the Group “Activity Transformation” agreement
on employee distributions in France.
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Depreciation, amortization and increase in provisions, net of use

(in € millions) 2019 2020

NET DEPRECIATION AND AMORTIZATION EXPENSE

® Intangible assets (736) (732)
m Property, plant and equipment (615) (604)
® Right-of-use assets m2) anmy
Total net depreciation and amortization expense™ (1,463) (1,447)
Net increase in provisions 137) 235
DEPRECIATION, AMORTIZATION AND INCREASE IN PROVISIONS, NET OF USE (1,600) (1,212)

(1) Of which depreciation and amortization of assets measured at fair value at the time of the Sagem-Snecma merger: €46 million
in 2020 and €571 million in 2019, during the acquisition of the former Zodiac Aerospace: €304 million in 2020 and €315 million
in 2019, and during other acquisitions: €36 million in 2020 and €39 million in 2019.

Asset impairment

Impairment expense Reversals
(in € millions) 2019 2020 2019 2020
Intangible assets, property, plant and equipment, and right-of-use assets 40) 73) 9 4
Financial assets 10) 5) 5 1
Contract costs @) ) 10 5
Inventories and work-in-progress (584) (492) 664 497
Receivables (49) (107) 53 24
Contract assets - 10) - 9
TOTAL (684) (689) 741 540

Allowances recognized against receivables essentially relate to expected and identified credit losses on amounts owed by airline
companies due to the health crisis.

Other recurring operating income and expenses

(in € millions) 2019 2020

Capital gains and losses on asset disposals a5) 7)
Royalties, patents and licenses 24) (30)
Cost of financial guarantees 7) -
Losses on irrecoverable receivables (22) 8)
Other operating income and expenses® 170 193
TOTAL 102 148

(1) Of which income of €74 million in 2019 and €87 million in 2020 relating to the revised repayment probability for borrowings
subject to specific conditions (see Note 26, “Borrowings subject to specific conditions”).

Other non-recurring operating income and expenses

(in € millions) 2019 2020

Capital gains on asset disposals 12 -
Asset impairment net of reversals an (286)
Other non-recurring items 12 (180)
TOTAL 13 (466)
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In 2020, €286 million in write-downs taken in respect of

intangible assets can be analyzed as follows:

m €67 million relating to an aircraft program
Propulsion segment;

m €159 million relating to aircraft programs in the Aircraft
Equipment segment;

m €8 million relating to aircraft programs in the Aircraft
Interiors segment;

in the

m €52 million (net of tax) relating to the intangible assets of
two equity-accounted companies.

Other non-recurring items, representing an expense of €180
million, relate mainly to restructuring costs totaling €182 million,

NOTE 8 FINANCIAL INCOME (LOSS)

including €131 million relating to adaptation plans and
€51 million in costs relating to the Group “Activity
Transformation” agreement (primarily resulting from increases
in retirement termination benefits and external mobility grants).

In 2019, the Group wrote down the value of an intangible
asset relating to a discontinued program recognized in non-
recurring income and expenses for €11 million.

Other non-recurring items included transaction, integration
and restructuring costs totaling €25 million and capital gains
on the disposal of property for €37 million.

(in € millions) 2019 2020
Financial expense on interest-bearing financial liabilities 80N (80)
Financial income on cash and cash equivalents 48 22
Cost of net debt (33) (58)
Gain (loss) on foreign currency hedging instruments 175 (216)
Foreign exchange gain (loss) (445) (125)
Net foreign exchange gain (loss) on provisions a3) 84
Foreign exchange gain (loss) (283) (257)
Gain (loss) on interest rate hedging instruments 2 -
Capital gain (loss) on financial asset disposals 6 ©)
Change in the fair value of assets at fair value through profit or loss [©) a2)
Impairment of loans and other financial receivables 5) -
Dividends received 3 2
Other financial provisions 1 -
Interest component of IAS 19 expense 3) 7
Impact of unwinding the discount (39) (28)
Other m 4
Other financial income and expense 4a7) 42)
FINANCIAL INCOME (LOSS) (363) (357)
m of which financial expense (598) (469)
= of which financial income 235 112

In 2020, the €216 million loss on foreign currency hedging
instruments reflects changes in the fair value of these
instruments attributable to cash flows that will be recognized
in profit or loss in future periods.

The €125 million foreign exchange loss includes:

® a €134 million foreign exchange loss, reflecting the loss on
unwinding currency derivatives hedging operating cash
flows recognized in profit or loss in the period. This foreign
exchange loss reflects the difference between the EUR/
USD exchange rate guaranteed by the currency derivatives
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unwound in the period (USD 1.16 for €1) and the actual
EUR/USD exchange rate observed during the period;

®m a net foreign exchange gain of €9 million primarily
attributable to the remeasurement of monetary items at
the closing exchange rate.

Net foreign exchange gains amounting to €84 million on
provisions carried in USD were recorded in the Propulsion
segment and result from the impact of fluctuations in the
EUR/USD exchange rate between the start of the vyear
(USD 1.12 to €1 at December 31, 2019) and the end of the year
(USD 1.23 to €1 at December 31, 2020) on the opening
amount of the provision.
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Income tax expense

Income tax expense breaks down as follows:
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(in € millions) 2019 2020
Current income tax benefit (expense) (1,095) (278)
Deferred tax benefit (expense) 133 94
TOTAL TAX BENEFIT (EXPENSE) (962) (184)

Effective tax rate

The effective tax rate breaks down as follows:

(in € millions)

2019 2020

Profit before tax (A) 3,474 570
Standard tax rate applicable to the parent company 34.43% 32.02%
Tax expense at standard rate (1,196) (183)
Impact of permanent differences 34 17
Impact of research tax credits 58 54
Impact of different tax rates (France/international) 94 3
Impact of unrecognized tax 8 4)
Impact of changes in tax rates on deferred taxes (29) (62)
Impact of joint ventures 57 @)
Impact of other items 12 (8
Current income tax expense recognized in profit or loss (B) (962) (184)
EFFECTIVE TAX RATE (B)/(A) in % 27.69% 32.28%

Changes in deferred tax rates in 2020 (negative €62 million
impact) primarily reflect revised income tax rate assumptions
for France.

The 2020 Finance Act provides for a corporate income tax
rate of 32.02% for 2020, 28.41% for 2021 and 25.83% for 2022
(including the additional contribution). Deferred tax assets and

liabilities have therefore been calculated on this basis.

Tax credits represent €59 million (of which €54 million
in research tax credits) and reduce the effective tax rate.
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Deferred tax assets and liabilities

Deferred tax assets (liabilities) in the balance sheet

(in € millions) Assets Liabilities Net
Net deferred tax assets (liabilities) at December 31, 2019 251 1,340 (1,089)
Deferred taxes recognized in profit or loss 35 (59) 94
Deferred taxes recognized directly in equity - (39) 39
Reclassifications 30 30 -
Foreign exchange differences a2) 1 a3)
Changes in scope of consolidation 12 12 -
NET DEFERRED TAX ASSETS (LIABILITIES) AT DECEMBER 31, 2020 316 1,285 (969)

Deferred tax asset bases

(in € millions) Dec. 31, 2019 Dec. 31, 2020

Deferred tax asset bases

Property, plant and equipment and intangible assets (8,949) (8,520)
Inventories 606 434
Current assets/liabilities 2,241 2,056
Financial assets/liabilities 163 347
Provisions 1,588 1,504
Tax adjustments (705) (739)
Losses carried forward and tax credits 882 1,269
TOTAL DEFERRED TAX ASSET BASES 4,174) (3,649)
Total gross deferred tax balance (A) (1,040) (941)
Total unrecognized deferred tax assets (B) 49 28
TOTAL NET DEFERRED TAXES RECOGNIZED (A)-(B) (1,089) (969)

Current tax assets and liabilities

Current tax assets and liabilities break down as follows:

(in € millions) Assets Liabilities Net
Net tax assets (liabilities) at December 31, 2019 458 m 347
Movements during the period 28 13 15
Current taxes recognized directly in equity - 3 3
Changes in scope of consolidation 2) 1 3
Foreign exchange differences (8) ) 2)
Other movements 5 2 3
NET TAX ASSETS (LIABILITIES) AT DECEMBER 31, 2020 481 118 363
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e B @om
Numerator (/n € millions)
Profit for the period attributable to owners of the parent (a) 2,447 352
Denominator (in shares)
Total number of shares (b) 427,234,155 427,235,939
Number of treasury shares held (c) 2,550,082 319,284
Number of shares excluding treasury shares (d)=(b-c) 424,684,073 426,916,655
Weighted average number of shares (excluding treasury shares) d? 429,723,372 426,035,732
Potentially dilutive ordinary shares (e) 5,253,361 14,424,763
Weighted average number of shares after dilution H=(d’+e) 434,976,733 440,460,495
Ratio: earnings per share (in €)
Basic earnings per share (9)=(a*1 million)/(d”) 5.69 0.83
Diluted earnings per share (h)=(a*1 million)/(f) 5.63 0.80

At December 31, 2020, potentially dilutive ordinary shares essentially comprise shares that may be issued if all of the bonds
convertible and/or exchangeable for new and/or existing shares issued by the Group (OCEANE 2018-2023, OCEANE 2020-2027
and the tap issue of OCEANE 2020-2027: see Note 23.d, “Convertible bond issues”) are converted.

NOTE 11 GOODWILL

Goodwill breaks down as follows:

Changes in Effect of changes in

Dec. 31,2019 scope of foreign exchange rates [LIRY Vi1V
(in € millions) Net  consolidation Reallocation Impairment and other Net
Safran Aircraft Engines 392 - - - - 392
Safran Helicopter Engines 307 1 - - - 308
Safran Aero Boosters 47 - - - - 47
Other Propulsion 1 - - - - 1
Safran Electronics & Defense 348 - - - 4) 344
Safran Nacelles 213 - - - - 213
Safran Engineering Services 76 - - - - 76
Safran Electrical & Power 701 - - - (20) 681
Safran Landing Systems 190 - - - - 190
Safran Aerosystems 798 - - - - 798
Safran Seats 765 - - - O] 764
Safran Cabin 805 - - - (69) 736
Safran Passenger Solutions 556 - - - 46) 510
TOTAL 5,199 1 - - (140) 5,060

Impairment tests:

Given the scale of the downturn in activity and its
repercussions for the aerospace industry, which themselves
are an indication of impairment risk, the Group reviewed all of
its cash-generating units (CGUs) in the first half of 2020,
especially the Safran Seats and Safran Cabin CGUs whose
activities were particularly affected by the decline in air traffic
and the change in airlines’ financial situation.

In the second half of the year, the Group carried out its
annual impairment tests on all of its CGUs, based on the data
in the medium-term business plan as updated and validated
by management. The tests were carried out by comparing the
CGUs’ value in use with their net carrying amount at
December 31, 2020.

The main assumptions used in determining the value in use of
CGUs are described below:

m Expected future cash flows are determined over a period
consistent with the useful life of the assets in each CGU. This
is generally estimated at 10 years but may be extended for
businesses with longer development and production cycles.

Operating projections used to determine expected future
cash flows take into account general economic data,
specific inflation rates for each geographic area, a USD
exchange rate based on available market information and
mid- to long-term macroeconomic assumptions.

These projections and assumptions are based on the
Group’s medium-term business plan for the next four years,
as updated in the second half of 2020, while the projections
and assumptions beyond this period are based on the best
estimate (prepared by management and validated by the
Board of Directors) of the long-term scenario.
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They take into account orders and delivery schedules,
airframers’ production rates, IATA forecasts and any other
available information.

In light of the significant prevailing uncertainties, the
projections and assumptions used factor in the following
scenarios:

e a recovery in air traffic, mainly in domestic and regional
markets, and only later in international travel, resulting in
a deeper impact on the long-haul segment;

e a return to pre-crisis cash flow levels by 2024 at the
latest, thanks to the adaptation measures put in place ;

m the value in use of CGUs is equal to the sum of these
discounted estimated future cash flows plus a terminal
value, calculated by applying the growth rate expected for
the relevant businesses to standardized cash flows
representing long-term business activity, which usually
corresponds to the last year of available forecasts ;

m the growth rate used to calculate terminal value was set at
2% for all CGUs ;

m the average USD exchange rate adopted is 1.16 for years
2021 to 2024 and 1.30 thereafter. These exchange rate
assumptions were used for forecasting during the second
half of the year, and take into account the available foreign
currency hedging portfolio (see Note 31, “Management of
market risks and derivatives”) ;

m the benchmark post-tax discount rate used is 7.5%
(unchanged from 2019 but for which the components have
been updated) and is applied to post-tax cash flows.

Based on these tests, the recoverable amount of each CGU
wholly justifies the goodwill balances recorded in Group assets.

NOTE 12 INTANGIBLE ASSETS

Intangible assets break down as follows:

No impairment of goodwill was recognized as a result of the
annual impairment tests in 2019, or the tests performed in the
first half of 2020.

The Group tested the sensitivity of its main goodwill balances to
the following changes in the main assumptions used for its
forecasts as from 2024:

® a 5% increase or decrease in the USD/EUR exchange rate;
m a 0.5% increase in the benchmark discount rate;
® a 0.5% decrease in the perpetual growth rate.

The above changes in the main assumptions taken individually
do not result in values in use lower than the carrying amounts
of goodwill balances.

In light of the significant prevailing uncertainties as to the
recovery in air traffic, additional sensitivity analyses were
performed on the CGUs with the greatest exposure, where
the carrying amount of their assets is close to the recoverable
amount, namely Seats, Cabin and Aerosystems.

A one-year delay in the return to pre-crisis cash flow levels,
i.e., in 2025 at the latest, would not result in the recognition
of impairment against these CGUs.

Sensitivity to changes in future cash flow assumptions for the

CGUs were also tested, namely:

® An across-the-board decrease of 10% in future cash flows
as from 2021
Based on these tests, the recoverable amount of each CGU
wholly justifies the goodwill balances recorded in Group
assets. The recoverable amount of the Seats CGU is in line
with the carrying amount of the CGU’s assets.

® An across-the-board decrease of 20% in future cash flows
as from 2021
The change in this assumption would lead to the recognition
of impairment totaling €260 million against the value of
the Seats and Aerosystems CGUs.

Dec. 31, 2019

Dec. 31, 2020

Amortization/ Amortization/
@in € millions) Gross impairment Net Gross impairment Net
Aircraft programs 2,334 (1,633) 701 2,334 Q,777) 557
Development expenditures 6,292 (2,215) 4,077 6,510 (2,631) 3,879
Commercial agreements 784 51) 633 791 a79) 612
Software 684 (599) 85 720 (644) 76
Trademarks® 703 - 703 703 - 703
Commercial relationships 1,953 (362) 1,591 1,889 479) 1,410
Technology 1,387 (318) 1,069 1,341 461) 880
Other 836 (216) 620 833 (274) 559
TOTAL 14,973 (5,494) 9,479 15,121 (6,445) 8,676

(D As trademarks are not amortized, they are tested for impairment based on their respective CGUs.

158 ISAFRAN 2020 UNIVERSAL REGISTRATION DOCUMENT



Movements in intangible assets break down as follows:

FINANCIAL STATEMENTS |

Group consolidated financial statements at December 31, 2020

Amortization/
(in € millions) Gross impairment Net
At December 31, 2019 14,973 (5,494) 9,479
Capitalization of R&D expenditure® 287 - 287
Capitalization of other intangible assets 13 - 13
Acquisitions of other intangible assets 48 - 48
Disposals and retirements 9 8 @)
Amortization - (732) (732)
Impairment losses recognized in profit or loss - (302) (302)
Reclassifications m 1 10
Foreign exchange differences (190) 64 (126)
AT DECEMBER 31, 2020 15,121 (6,445) 8,676

(D Including €8 million in capitalized interest on R&D expenditure at December 31, 2020 (€8 million at December 31, 2019).

Research and development expenditures recognized in
recurring operating income for the period totaled
€905 million including amortization (€1,282 million in 2019).
This amount does not include the research tax credit
recognized in the income statement within “Other income”
(see Note 7, “Breakdown of the other main components of
profit from operations™).

Amortization recognized in the period includes €277 million
relating to the remeasurement of intangible assets within the
scope of the acquisition of the former Zodiac Aerospace,
€46 million relating to the remeasurement of aircraft programs
in connection with the Sagem-Snecma merger, and €36 million
relating to assets identified as part of other business
combinations.

The impairment tests carried out at December 31, 2020 on
assets allocated to programs, projects or product families
were based on the approach described in Note 2.m,
“Impairment of non-current assets”, which uses assumptions

taken from the medium-term business plan as updated and
validated by management.

A 7.5% discount rate was applied to the projected cash flows,
plus a risk premium depending on the programs tested.

As a result of the impairment tests carried out at
December 31, 2020, intangible assets relating to various
aircraft programs were written down by €302 million, of
which €234 million was charged against non-recurring
operating income.

As a result of the impairment tests carried out at
December 31, 2019, intangible assets relating to two
programs in the Aircraft Equipment and Aerosystems

segment were written down by €41 million (see Note 7,
“Breakdown of the other main components of profit from
operations”).

NOTE 13 PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment break down as follows:

Dec. 31, 2019
Depreciation/

(in € millions) Gross impairment Net

Land 231 - 231 226 - 226
Buildings 2,028 (936) 1,092 2,048 (1,015) 1,033
Technical facilities, equipment and tooling 6,231 (4,003) 2,228 6,347 (4,268) 2,079
Assets in progress, advances 656 (57) 599 551 (62) 489
Site development and preparation costs 63 (34) 29 69 (36) 33
Buildings on land owned by third parties 70 (37) 33 80 42) 38
Computer hardware and other equipment 655 (469) 186 685 (528) 157
TOTAL 9,934 (5,536) 4,398 10,006 (5,951) 4,055
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Movements in property, plant and equipment break down as follows:

(in € millions) Gross Depreciation/impairment Net
At December 31, 2019 9,934 (5,536) 4,398
Internally produced assets 38 - 38
Additions 383 - 383
Disposals and retirements 51 16 (35)
Depreciation® - (604) (604)
Impairment losses recognized in profit or loss - (10) 10)
Reclassifications 1 18) a7
Changes in scope of consolidation 8 3 5
Foreign exchange differences (207) 104 (103)
AT DECEMBER 31, 2020 10,006 (5,951) 4,055

(1 Including €27 million relating to the remeasurement of property, plant and equipment as part of the acquisition of the former

Zodiac Aerospace.

NOTE 14 LEASES

a) Right-of-use assets

Right-of-use assets break down as follows:

Dec. 31,2019 Dec. 31, 2020
Depreciation/ Depreciation/

(in € millions) Gross impairment Net Gross impairment Net
Right-of-use assets relating to property 817 (105) 712 781 (75) 606
Right-of-use assets relating to transport 6 2) 4 7 4) 3
equipment

Right-of-use assets relating to other assets 18 2) 16 20 () 14
TOTAL 841 (109) 732 808 (185) 623
Movements in right-of-use assets break down as follows:

(in € millions) Gross Depreciation/impairment Net
At December 31, 2019 841 (109) 732
Increases 51 - 51
Disposals and retirements (50) 27 (23)
Depreciation - am mn
Impairment losses recognized in profit or loss - 1 1
Foreign exchange differences (34) 7 (27)
AT DECEMBER 31, 2020 808 (185) 623
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The maturity of lease liabilities can be analyzed as follows at December 31, 2020:

(in € millions)

Dec. 31, 2019 Dec. 31, 2020

Maturing in:
1year or less 121 n4
More than 1 year and less than 5 years 390 329
Beyond 5 years 218 165
TOTAL 729 608

c) Lease items presented in the
income statement

In 2020, rental expenses recognized in “Profit from
operations” (see Note 7, “Breakdown of the other main
components of profit from operations”) under “External
services” totaled €68 million. These expenses have not been
restated due to the application of the practical expedients
allowed under IFRS 16 (exemption for short-term leases,
leases of low-value assets and licensing agreements, such as
for IT equipment), or because they relate to a “service”
component identified in the lease.

Interest expense on lease liabilities recognized in “Financial
income (loss)” under “Cost of net debt” amounted to €8
million in 2020 (see Note 8, “Financial income (loss)”).

d) Lease items presented in the cash
flow statement

In 2020, disbursements under leases recognized in the cash
flow statement and relating to the repayment of lease
liabilities represented €129 million and are shown within
“Cash flow from (used in) financing activities”. These are
increased by payments of interest on lease liabilities, which
are included within “Cash flow from operating activities”.

NOTE 15 CURRENT AND NON-CURRENT FINANCIAL ASSETS

Financial assets include:

Dec. 31,2019 Dec. 31, 2020
(in € millions) Gross Impairment Net Gross Impairment Net
Non-consolidated investments 284 268
Other financial assets 397 (109) 288 407 118) 289
TOTAL 572 557
Equity investments in non-consolidated companies are The Group reviewed the value of its other financial assets in

classified at fair value through profit or loss.

Other financial assets are measured at amortized cost.

order to determine whether any items needed to be written
down based on available information. No write-downs were
recognized in 2020.
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Other financial assets

Other financial assets break down as follows:

(in € millions) Dec. 31, 2019 Dec. 31, 2020

Loans to non-consolidated companies 150 141
Loans to employees 35 37
Deposits and guarantees 16 14
Other 87 97
TOTAL 288 289
Non-current 145 163
Current 143 126

Loans to non-consolidated companies correspond to revolving credit agreements.

The table below shows movements in other financial assets:

(in € millions)

At December 31, 2019 288
Increase 17
Decrease 3N
Impairment (reversals/additions) )
Effect of changes in foreign exchange rates (5)
Reclassifications 24
Changes in scope of consolidation 2)
AT DECEMBER 31, 2020 289

NOTE 76 INVESTMENTS IN EQUITY-ACCOUNTED COMPANIES

The Group’s share in the net equity of equity-accounted companies breaks down as follows:

(in € millions) Dec. 31, 2019 Dec. 31, 2020

Associates - -
ArianeGroup 1,559 1,481
Other joint ventures 652 645
TOTAL 2,21 2,126

Movements in this caption during the period break down as follows:

(in € millions)

At December 31, 2019 2,211
Share in profit (loss) from ArianeGroup (33)
Share in profit from other joint ventures 81
Joint venture impairment losses (52)
Dividends received from joint ventures 18)
Foreign exchange differences an
Other movements 8
AT DECEMBER 31, 2020 2,126
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The Group’s off-balance sheet commitments with joint m Roxel SAS: holding company;

ventures are described in Note 33, “Related parties”. m Roxel France SA: motors for tactical missiles:

The Group has interests in the following joint ventures which ® Roxel Ltd: motors for tactical missiles;

are accounted for using the equity method: m SAIFEI: electrical wiring;

m ArianeGroup: space launchers and military activities; m Fadec International LLC: digital engine control systems;

m Shannon Engine Support Ltd: leasing of CFM56 and LEAP ®m Xi'an Cea Safran Landing Systems Co., Ltd: landing gear
engines, modules, equipment and tooling to airline maintenance;
companies; m EZ Air Interior Ltd: cabin interiors;

® Lynred: manufacture of infrared detectors; ® Initium Aerospace: design and manufacture of auxiliary

m Safran Martin-Baker France: manufacture of ejectable seating; power units.

m A-Pro: repair of landing gear for regional and business jets; ArianeGroup is the Group’s sole material joint venture.

n

CFM Materials LP: sale of used CFM56 parts;

Financial information for ArianeGroup can be summarized as follows:

(in € millions) Dec. 31, 2019 Dec. 31, 2020

Non-current assets 1,763 1,667
Current assets 6,610 6,260
m of which: cash and cash equivalents 828 642
Non-current liabilities (1,067) (1,152)
m of which: non-current financial liabilities (517) (483)
Current liabilities (7,601) (7,075)
m of which: current financial liabilities (57) (53)
Non-controlling interests 4) -
Net assets of ArianeGroup (excl. goodwill and PPA) -

Attributable to owners of the parent (based on a 100% interest) (299) (300)
Equity share in net assets of ArianeGroup (excl. goodwill and PPA) (based on a 50% interest) (150) (150)
Purchase price allocation, net of deferred taxes 532 455
Safran equity share - Net assets of ArianeGroup 383 305
Goodwill 1,176 1,176
CARRYING AMOUNT OF INVESTMENT IN ARIANEGROUP 1,559 1,481
(in € millions) 2019
Profit for the period attributable to owners of the parent 138 4
Other comprehensive income (expense) (74) 16)
Total comprehensive income (expense) attributable to owners of the parent 64 12)
Safran equity share - Profit for the period 69 2
Amortization of purchase price allocation, net of deferred taxes (40) (35)
Safran equity share - Profit (loss) of ArianeGroup 29 (33)
Impairment losses - (42)
Safran equity share - Other comprehensive income (expense) 37) 8)
Safran equity share - Comprehensive income (expense) of ArianeGroup (¢:)] (83)
ArianeGroup did not pay any dividends in 2020. An impairment test was carried out on assets allocated to

programs. Projected cash flows were discounted at a rate of
7.5%. A net write-down of €42 million was recognized and
charged against non-recurring operating income.

No impairment was recognized in 2020 against the value of
equity-accounted investments following the impairment test
performed by the Group. Projected cash flows were
discounted at a rate of 7.5%.

The Group analyzed the sensitivity of its investments to a 0.5%
increase in the benchmark discount rate used (i.e., a rate of 8%).
Based on this test, the recoverable amount of the
equity-accounted investments remains just above the carrying
amount shown in the Group’s consolidated financial statements.
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The contribution of other joint ventures to the Group’s comprehensive income was as follows:

(in € millions)

2019 2020

Profit for the period 135 81
Impairment losses - 10)
Other comprehensive income (expense) 7 (50)
TOTAL COMPREHENSIVE INCOME 142 21
Inventories and work-in-progress break down as follows:

Dec. 31, 2019 Dec. 31, 2020
(in € millions) Net Net
Raw materials and supplies 1,432 1,276
Finished goods 2,970 2,556
Work-in-progress 1,839 1,344
Bought-in goods 71 14
TOTAL 6,312 5,190
Movements in inventories and work-in-progress can be analyzed as follows:
(in € millions) Gross Impairment Net
At December 31, 2019 7,252 (940) 6,312
Movements during the period (1,016) - (1,016)
Net impairment expense - 2 2
Reclassifications an 9 2)
Changes in scope of consolidation 9 - 9
Foreign exchange differences (130) 15 Mm5)
AT DECEMBER 31, 2020 6,104 (914) 5,190

The decrease in inventories reflects the downturn in business related to the Covid-19 crisis.

NOTE 18  CONTRACT COSTS

Changes in assets recognized in respect of costs incurred to obtain or fulfill contracts entered into with customers can be

analyzed as follows:

(in € millions) Gross value Impairment Net Gross value Impairment Net
Costs to obtain contracts - - = = =
Costs to fulfill contracts (54) 471 537 (G} 486
CONTRACT COSTS (54) an 537 (51) 486
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Movements Changes in Effect of changes in
Dec. 31,2019 during the  Impairment/ scope of foreign exchange IR YMVAIVA]

@in € millions) Net period reversal  consolidation Reclassifications rates Net
Operating receivables 6,877 (1,708) (73) 12) 16 (62) 5,038
Debit balances on trade payables/ 665 @2n - - 1 (O] 644
advance payments to suppliers
Trade receivables 6,203 (1,697) (73) 2) 15 ([GD)) 4,375
Operating current accounts 2 - - - - - 2
Employee-related receivables 7 10 - - - - 17
Other receivables 762 7 - 1 (25) 14) 731
Prepayments 109 8 - - 24) (&)) 90
VAT receivables 554 (74) - 2 - 9 473
Other State receivables 21 70 - - - - 91
Other receivables 78 3 - ©) (©) 2) 77
TOTAL 7,639 (1,701) (73) an 9) (76) 5,769
The table below shows changes in trade and other receivables:
(in € millions) Gross Impairment Net
At December 31, 2019 6,456 (253) 6,203
Short-term changes (1,697) - (1,697)
Net impairment expense - (73) (73)
Reclassifications 14 1 15
Changes in scope of consolidation a2) - a2)
Foreign exchange differences (65) 4 1)
AT DECEMBER 31, 2020 4,696 (321) 4,375
Trade and other receivables fall due as shown below:

Carrying amount at R e Total past
(in € millions) Dec. 31  Not past due <30 31-90 90-180 181-360 > 360 due
At December 31, 2019
Trade receivables 6,203 5,525 289 146 86 51 106 678
At December 31, 2020
Trade receivables 4,375 3,786 146 126 104 146 67 589

In both 2020 and 2019, the Group sold trade receivables as part of an agreement described in further detail in Note 27,

“Interest-bearing financial liabilities”. Under IFRS, these receivables must be removed from the balance sheet.
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NOTE 20 CONTRACT ASSETS AND LIABILITIES

Contract assets can be analyzed as follows:

(in € millions) Dec. 31, 2019 Dec. 31, 2020

Contract assets, gross 1,754 1,707
Impairment an 12)
CONTRACT ASSETS, NET 1,743 1,695

Changes in contract assets can be analyzed as follows:

(in € millions)

At December 31, 2019 1,743
Reclassification of contract assets in trade and other (482)
receivables

Changes relating to revenue recognized over time 459
Other changes a7y
Impairment m
Foreign exchange differences (@)
AT DECEMBER 31, 2020 1,695

Contract liabilities can be analyzed as follows:

(in € millions) Dec. 31, 2019 Dec. 31, 2020

Advances and downpayments received 4,970 4,109
Deferred income 4,313 4,142
Other contract liabilities 1,640 1,587
TOTAL 10,923 9,838

Changes in contract liabilities can be analyzed as follows:

(in € millions)

At December 31, 2019 10,923
Increase in amounts received net of revenue recognized in the period 1,495
Revenue recognized in the period and included in the opening balance (2,438)
Other changes (80)
Foreign exchange differences (62)
At December 31, 2020 9,838

Deferred income mainly includes funding received for development work and under service contracts based on flight hours or
landings that has not yet been recognized in revenue. In 2020, funding received for development work and under service
contracts based on flight hours or landings was €58 million less than the revenue recognized.
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NOTE 21 CASH AND CASH EQUIVALENTS
Ry — Dec. 31,2019

Money-market funds 22 41
Short-term investments 1,475 1,692
Sight deposits 1,135 2,014
TOTAL 2,632 3,747

Money-market funds are classified within Level 1 of the IFRS 13 fair value hierarchy.

The table below presents changes in cash and cash equivalents:

(in € millions)

At December 31, 2019 2,632
Movements during the period 1,134
Changes in scope of consolidation 1
Foreign exchange differences (20)
AT DECEMBER 31, 2020 3,747

NOTE 22 SUMMARY OF FINANCIAL ASSETS

The following table presents the carrying amount of the Group’s financial assets at December 31, 2019 and December 31, 2020:

Carrying amount

At amortized cost At fair value

Fair value through  Fair value through

Fair value through  equity (OCI) to be  equity (OCI) not to

At December 31, 2019 Amortized cost profit or loss reclassified be reclassified
@in € millions) (A) (B) (C) )] =A+B+C+D

Non-current financial assets

Non-consolidated investments 284 284
Non-current derivatives (positive fair value) 33 33
Other non-current financial assets 145 145
Sub-total non-current financial assets 145 317 - - 462
Other current financial assets 143 143
Current derivatives (positive fair value) 674 674
Trade receivables 6,203 6,203
Operating current accounts and other receivables 80 80
Cash and cash equivalents 2,610 22 2,632
Sub-total current financial assets 9,036 696 - - 9,732
TOTAL FINANCIAL ASSETS 9,181 1,013 - - 10,194
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At amortized cost

Carrying amount

At fair value

Fair value through
equity (OCI) not to

Fair value through

Fair value through  equity (OCI) to be

At December 31, 2020 Amortized cost profit or loss reclassified be reclassified

(in € millions) (A) (B) (C) W] =A+B+C+D
Non-current financial assets

Non-consolidated investments 268 268
Non-current derivatives (positive fair value) 52 52
Other non-current financial assets 163 163
Sub-total non-current financial assets 163 320 - - 483
Other current financial assets 126 126
Current derivatives (positive fair value) 694 694
Trade receivables 4,375 4,375
Operating current accounts and other receivables 79 79
Cash and cash equivalents 3,706 41 3,747
Sub-total current financial assets 8,286 735 - - 9,021
TOTAL FINANCIAL ASSETS 8,449 1,055 - - 9,504

Impairment of financial assets/
Credit risk exposure
Within financial assets carried at amortized cost, only trade

receivables are written down using the simplified impairment
approach set out in IFRS 9.

The fair value of financial assets carried at fair value represents
their maximum exposure to credit risk.

Reclassification of financial assets

The Group did not reclassify any financial assets between the
“amortized cost” and “fair value” categories in either 2020 or
2019.

Fair value of financial assets

The fair value of financial assets recorded at amortized cost is
close to their carrying amount.

Safran uses the fair value hierarchy set out in IFRS 13

to determine the classification of financial assets at fair value:

m level 1: inputs that reflect quoted prices for identical assets
or liabilities in active markets;

m level 2: directly or indirectly observable inputs other than
quoted prices for identical assets or liabilities in active
markets;

m level 3: unobservable inputs.

At December 31, 2019, the Group carried the following financial assets at fair value:

(in € millions) Level 1 Level 2 Level 3
Non-consolidated investments - - 284 284
Derivatives (positive fair value) - 707 - 707
Cash and cash equivalents 22 - - 22
TOTAL 22 707 284 1,013
At December 31, 2020, the Group carried the following financial assets at fair value:

A — Level Level2 Level 3
Non-consolidated investments - - 268 268
Derivatives (positive fair value) - 746 - 746
Cash and cash equivalents 41 - - 41
TOTAL a1 746 268 1,055

No items were transferred between Level 1 and Level 2 or to/from Level 3 in either 2020 or 2019.
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Offsetting of financial assets and financial liabilities

Net amount onthe  Amount subject to offset agreement
Gross carrying amount Amount offset balance sheet” but not offset Net
At December 31, 2019
(in € millions) [A] [B] (C] (D) [C] - [D]
Derivatives 707 - 707 614 93
(positive fair value)
(D) See Note 31, “Management of market risks and derivatives”.
Net amount onthe  Amount subject to offset agreement
Gross carrying amount Amount offset balance sheet” but not offset Net
At December 31, 2020
(in € millions) (A) (B) (C) (D) (C)- (D)
Derivatives 746 - 746 502 244

(positive fair value)

(1) See Note 31, “Management of market risks and derivatives”.

The tables above show the financial assets for which an
offsetting agreement exists with respect to financial liabilities.

The Group does not offset financial assets against financial
liabilities in its balance sheet at December 31, 2020 or
December 31, 2019, since the requisite conditions set out in
IAS 32 are not met. Master offsetting (netting) agreements
governing the subscription of OTC derivatives with bank

counterparties provide for a right of set-off only in the event
of default, insolvency or bankruptcy of one of the parties to
the agreement.

The amounts subject to an offset agreement but not offset
comprise a portion of the Group’s derivatives with a negative
fair value, since amounts can only be offset if they relate to
the same counterparty.

NOTE 23 CONSOLIDATED SHAREHOLDERS EQUITY

a) Share capital

At December 31, 2020, Safran’s share capital was fully paid
up and comprised 427,235,939 shares, each with a par value
of €0.20, including:

m 400,584,881 ordinary shares;
B 26,651,058 class A preferred shares.

The preferred shares were issued on February 13, 2018 in
consideration for the Zodiac Aerospace shares tendered to
the Subsidiary Exchange Offer carried out as part of Safran’s
Tender Offer for Zodiac Aerospace. The preferred shares are
all registered shares and have the same characteristics as the
ordinary shares, but are not listed and may not be transferred
during a 36-month period as from their date of issue, barring
exceptional cases defined in Safran’s bylaws.

On February 13, 2021, said period of non-transferability was
terminated and each preferred share was converted
automatically, without any legal formality, into one ordinary
share fully assimilated with the other ordinary shares.

The conversion did not affect Safran’s share capital, which
remained unchanged at February 13, 2021. It comprises the
same total number of shares as previously, but is now made
up of 427,235,939 ordinary shares all in the same class.

Safran’s equity does not include any equity instruments
issued other than its shares.

b) Breakdown of share capital and voting rights

Changes in the breakdown of share capital and voting rights are as follows:

December 31, 2019

Shareholders Number of shares % share capital  Number of voting rights"” % voting rights”
Free float 347,840,451 81.42% 376,557,055 71.07%
French State 47,983,131 1M.23% 95,966,262 18.11%
Employees® 28,860,491 6.75% 57,301,029 10.82%
Treasury shares 2,550,082 0.60% - -
TOTAL 427,234,155 100.00% 529,824,346 100.00%

(D) Exercisable voting rights.

(2) Employee shareholding within the meaning of Article L.225-102 of the French Commercial Code (Code de commerce).
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December 31, 2020

Shareholders Number of shares % share capital  Number of voting rights'” % voting rights"”
Free float 347,973,999 81.45% 406,760,265 72.47%
French State 47,983,131 1M1.23% 95,966,262 17.10%
Employees® 30,959,525 7.25% 58,567,145 10.43%
Treasury shares 319,284 0.07% - -
TOTAL 427,235,939 100.00% 561,293,672 100.00%

(D Exercisable voting rights.

(2) Employee shareholding within the meaning of Article L.225-102 of the French Commercial Code.

Each share carries entitlement to one vote. Shares held in
registered form for over two years have double voting rights.

The 319,284 treasury shares have no voting rights.

At December 31, 2020, the total number of shares includes
1,784 shares issued throughout the year further to the
exercise of stock subscription options resulting from
employee commitments undertaken by Zodiac Aerospace,
transferred to Safran following the Zodiac Aerospace merger
on December 1, 2018 based on the exchange ratio used for
the merger.

Treasury shares

The number of treasury
December 31, 2019 following:

shares has decreased since

m the purchase of 77,433 shares under the Group’s liquidity
agreement, net of shares sold;

m the purchase of 62,500 shares in connection with the
implementation of a share buyback program as part of
employee shareholding plans;

m the delivery of a total of 570,739 shares under employee
shareholding plans and a multi-year variable compensation
plan;

m the “Sharing 2020” employee shareholding plan covering
1,799,992 shares.

The Annual General Meeting has authorized the Board of
Directors to buy and sell shares in the Company in accordance
with the applicable laws and regulations.

An authorization granted by the Annual General Meeting of
May 28, 2020 set the maximum purchase price at €165 per
share, thereby replacing the authorization granted at the
Annual General Meeting of May 23, 2019.

Pursuant to the authorizations and to the liquidity agreement
signed in 2012 with Oddo BHF, during the year the Company
purchased 2,495,729 shares for €265 million and sold
2,418,296 shares for €255 million.

At December 31, 2020, 266,000 shares were held in
connection with the liquidity agreement.

c) Share-based payment

Performance shares

The Board of Directors periodically grants performance
shares to Group employees and corporate officers.

The vesting of these performance shares is subject to the
achievement of internal and external performance conditions,
which are assessed over three full consecutive fiscal years,
including the year in which the performance shares are granted.
In addition, the shares will only vest if the beneficiaries still form
part of the Group at the vesting date (see section 6.6.4.2 of the
2019 Universal Registration Document).

The Group set up a performance share plan on
March 26, 2020 covering 756,000 shares. Shares under this
plan will only vest if certain internal and external performance
conditions are met, as assessed over three fiscal years, and
provided the beneficiaries still form part of the Group at the
vesting date.

Key details of outstanding performance share plans at December 31, 2020 are shown below:

2018 performance

2019 performance

2020 performance
shares

shares shares
Shareholder authorization May 25, 2018 May 25, 2018 May 23, 2019
Grant date by the Board of Directors July 24, 2018 March 27,2019  March 26, 2020
Vesting date July 26, 2021 March 29, 2022 March 27, 2023
Share price at the grant date €107.05 €116.90 €91.92
Number of beneficiaries at the grant date 440 589 797
Number of performance shares granted 574,712 732,130 759,360
Number of shares canceled or forfeited (34,274) (86,670) (15,800)
NUMBER OF PERFORMANCE SHARES OUTSTANDING AT DECEMBER 31, 2020 540,438 645,460 743,560

The share-based payment expense for these performance share plans, recognized within personnel costs under “Other employee
costs” (see Note 7, “Breakdown of the other main components of profit from operations”), totaled €10 million in 2020
(€49 million in 2019), taking into account the impact of the revised assumptions about the achievement of the internal

performance conditions on the expense for the year and for prior years.
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Employee shareholding plan
(“Sharing 2020”)

In March 2020, the Group launched “Safran Sharing 20207, an
employee shareholding plan based on the sale of existing
shares. Offered to more than 87,000 employees in
16 countries, the plan is consistent with Safran’s policy of
increasing employee share ownership and aims to forge a
more lasting association between employees and the Group’s
development and performance. The plan also helps strengthen
the integration of employees who joined the Group at the time
of the acquisition of the former Zodiac Aerospace in 2018.

The plan includes a leveraged formula based on an exchange
contract with a bank which supplements the employee’s
investment, bringing the total amount invested to ten times
the employee’s personal contribution. Upon expiration of the
plan (five-year lock-up period except if an early release event
occurs), employees receive at least their personal contribution
plus a percentage of the capital gain recognized on all
subscribed shares (with “ratchets” applicable if the share price
increases by 10%, 30% and 50% over the reference price).

Each employee’s personal contribution was capped at €800.
The offer concerns a maximum of 1.8 million shares.

The shares were subscribed by beneficiaries either through a
corporate mutual fund (the Group’s French companies’ savings
plan and the Group’s international savings plan) or directly,
depending on the country in which the beneficiary is based.

Subscribers to the plan will be required to hold the shares or
units until June 4, 2025, except if an early release event
occurs. The purchase price was set at €60.98 on May 5, 2020
and reflects the reference price (volume-weighted average
price of Safran shares on the Euronext Paris market during
the 20 trading days preceding the date on which the
purchase price was set), less a discount of 20%.

At the end of the revocation period (May 7-12, 2020), as
subscriptions to the offer exceeded the maximum limit, the
quantities were capped, with the Group ultimately recording
subscriptions for 1,799,992 shares. The offer closed on
June 4, 2020 and was subscribed by 34,928 employees in
16 countries. An amount of €5 million reflecting the fair value
of the discount granted to employees was expensed in the
income statement, corresponding to the value of the discount
less the cost of the lock-up requirement for employees, plus
the opportunity gain.
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d) Convertible bond issues

OCEANE 2018-2023 bonds

On June 21, 2018, Safran issued 4,996,431 bonds convertible
and/or exchangeable for new and/or existing shares
(“OCEANE” bonds), each with a par value of €140.10, i.e.,
representing a total nominal amount of €700 million.

The bonds do not carry any coupon.

Bondholders have the option of converting their bonds into
shares. This option can be exercised at any point after the issue
date and up to the seventh trading day preceding the standard
or early redemption date. Following the 2018 dividend payment
and in accordance with the terms and conditions of the bond
issue, the bond conversion ratio has been 1.001 shares for 1 bond
since May 29, 2019. This adjusted conversion ratio was
calculated by the bond calculation agent in accordance with the
calculation formula stipulated in the terms and conditions of the
bonds based on the following inputs:

® previous bond conversion ratio: 1 share for 1 bond,;
® share price: €121.54719;

m dividend per share paid in 2019: €1.82;

m dividend per share threshold for 2019: €1.70.

This bond comes with an early redemption option that the
bearer may trigger in the event of a change of control and,
from June 21, 2021, that the issuer may trigger if the share
price multiplied by the bond conversion ratio exceeds 130%
of par value.

Unless converted, redeemed or bought back and canceled
prior to maturity, the bonds are redeemable at par on
June 21, 2023.

OCEANE convertible bonds are deemed a hybrid instrument
comprising equity and debt.

After deducting issuance fees, a total of €653 million was
recognized under interest-bearing financial liabilities,
corresponding to the present value of cash flows from a
similar bond with no conversion rights (see Note 27, “Interest-
bearing financial liabilities”).

The effective annual interest rate on the liability component is
1.40% including issuance fees.

The option component recognized in equity was valued at
€44 million on the issue date, or €31 million after the deferred
tax impact.
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OCEANE 2020-2027 bonds

On May 15, 2020, Safran issued 7,391,665 bonds convertible
and/or exchangeable for new and/or existing shares
(“OCEANE” bonds), each with a par value of €108.23, i.e.,
representing a total nominal amount of €800 million.

The bonds bear interest at an annual rate of 0.875%, payable
annually in arrears.

Bondholders have the option of converting their bonds into
shares. This option can be exercised at any point after the
issue date and up to the seventh trading day preceding the
standard or early redemption date.

At December 31 and since the bond issuance date, the bond
conversion ratio represents 1 share for 1 bond.

This bond comes with an early redemption option that the
bearer may trigger in the event of a change of control and,
from June 5, 2024, that the issuer may trigger if the share
price multiplied by the bond conversion ratio exceeds 130%
of par value.

Unless converted, redeemed or bought back and canceled
prior to maturity, the bonds are redeemable at par on
May 15 2027.

OCEANE convertible bonds are deemed a hybrid instrument
comprising equity and debt.

After deducting issuance fees, a total of €760 million was
recognized under interest-bearing financial liabilities,
corresponding to the present value of cash flows from a
similar bond with no conversion rights (see Note 27, “Interest-
bearing financial liabilities™).

The effective annual interest rate on the liability component is
1.63% including issuance fees.

The option component recognized in equity was valued at
€33 million on the issue date, or €24 million after the deferred
tax impact (see the consolidated statement of changes in
shareholders’ equity).

OCEANE 2020-2027 tap issue

On October 12, 2020, Safran carried out a tap issue of
1,847,916 bonds convertible and/or exchangeable for new
and/or existing shares (“OCEANE” bonds), each with a par
value of €108.23, i.e., representing a total nominal amount of
€200 million. These new bonds carry the same terms and
conditions (with the exception of the issue price) as the
€800 million in bonds issued by Safran on May 15, 2020
(OCEANE 2020-2027), with which they are fully fungible and
with which they form a single series.
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The bonds bear interest at an annual rate of 0.875%, payable
annually in arrears.

The bonds were issued at a price of €118 per bond, representing a
total issue of €218 million.

Bondholders have the option of converting their bonds into
shares. This option can be exercised at any point after the
issue date and up to the seventh trading day preceding the
standard or early redemption date.

At December 31 and since the bond issuance date, the bond
conversion ratio represents 1 share for 1 bond.

This bond comes with an early redemption option that the
bearer may trigger in the event of a change of control and,
from June 5, 2024, that the issuer may trigger if the share
price multiplied by the bond conversion ratio exceeds 130%
of par value.

Unless converted, redeemed or bought back and canceled
prior to maturity, the bonds are redeemable at par on
May 15, 2027.

OCEANE convertible bonds are deemed a hybrid instrument
comprising equity and debt.

After deducting issuance fees, a total of €197 million was
recognized under interest-bearing financial liabilities,
corresponding to the present value of cash flows from a similar
bond with no conversion rights (see Note 27, “Interest-bearing
financial liabilities™).

The effective annual interest rate on the liability component is
1.154% including issuance fees.

The option component recognized in equity was valued at
€20 million on the issue date, or €15 million after the deferred
tax impact (see the consolidated statement of changes in
shareholders’ equity).

e) Dividend distribution

In light of the Covid-19 pandemic and following a
recommendation from the Board of Directors, the Annual
General Meeting of May 28, 2020 decided not to pay a
dividend in 2020 for the 2019 financial year.

In a spirit of responsibility vis-a-vis Safran’s stakeholders, this
decision preserved the Group’s resources in order to protect
its employees, maintain the continuity of its operations,
notably for its suppliers, support its customers and ensure
liguidity in uncertain times.

At the Annual General Meeting to be held on May 26, 2021 to
approve the financial statements for the year ended
December 31, 2020, the Board of Directors will recommend a
dividend payment of €0.43 per share in respect of 2020,
representing a total payout of €184 million.



FINANCIAL STATEMENTS |

Group consolidated financial statements at December 31, 2020

NOTE 24 PROVISIONS

Provisions break down as follows:

Reversals Changes in
scope of

(in € millions) Dec. 31, 2019 Additions ~ Utilizations"” Reclassifications” Surplus®  consolidation (U Dec. 31, 2020
Performance warranties 1,214 249 (192) - (152) - (€)) 1,110
Financial guarantees 2 - - - - - - 2
Post-employment benefits 990 75 omn - @) - 31 994
Sales agreements 258 37 (52) - (65) - n 189
Provisions for losses on 245 30 42) - (54) 3 2) 180
completion and losses arising
on delivery commitments
Disputes and litigation 39 8 as5) - (6) - ©) 25
Other 335 151 (93) - (36) - 10) 347
TOTAL 3,083 550 (495) - (314) 3 20 2,847
Non-current 2,093 1,942
Current 990 905

(D These reversals in respect of expenses for the period or reclassifications had no impact on profit for the period.
(2) Including the foreign exchange difference resulting from fluctuations in the EUR/USD exchange rate in 2020.

The impacts on the income statement of overall movements in provisions can be analyzed as follows:

(in € millions) Dec. 31, 2020

Additions (-)/Reversals (+) recognized in profit from operations 195
Additions (-)/Reversals (+) recognized in financial income (loss) 64
TOTAL 259

NOTE 25 POST-EMPLOYMENT BENEFITS

The Company has various obligations under defined benefit Other [ong-term beneﬁts

plans, retirement termination benefits and other commitments,

mainly in France, the United States and the United Kingdom. In  France, other long-term benefits mainly comprise
The accounting treatment applied to these commitments is obligations in respect of long-service awards and bonuses.

detailed in Note 2.t.
. United Kingdom
a) Presentation of post-employment Defined benefit pension plans
benefits

There are three pension funds in place at
Safran Landing Systems UK Ltd/Safran Landing Systems

France Services UK Ltd, Safran Nacelles Ltd and Safran UK. These
: H H pension funds have been contracted out, which means they

DEfII'IEd bBHEfIt pensmn plans replace the mandatory supplementary pension plan. The

This heading includes a defined benefit supplementary pension plans are managed by trustees. Beneficiaries no longer

plan that was closed to new entrants on December 31, 2017 and accrue any rights under these plans.

under which all conditional entitlements were frozen as of

December 31, 2016. Rest of the world

The benefic_iarie_s of thi‘s cIo;ed plan are Group executive The Group offers its other employees post-employment

managers with five years’ service at December 31, 2017. benefits and long-service bonuses in accordance with local

laws and practices. The main regions concerned in relation to
Retirement termination benefits continuing operations are:

m Americas: pension funds in the United States (now frozen)

This heading includes obligations in respect of statutory and in Canada, retirement termination benefits in Mexico;

termination benefits due on retirement and supplementary
payments required by the collective bargaining agreement
for the metallurgy industry.

m Europe: pension funds in Switzerland, pension funds and
retirement termination benefits in Belgium, pension funds
and long-service bonuses in Germany, retirement
termination benefits and long-service bonuses in Poland.
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b) Financial position

(in € millions) Dec. 31, 2019 France United Kingdom Rest of the world
Gross obligation 1,782 1,805 805 631 369
Plan assets 809 859 10 646 203
Provision recognized in the accounts 990 994 796 32 166
m Defined benefit pension plans 198 192 21 32 139
m Retirement termination benefits 735 741 719 - 22
® Long-service bonuses  and other 57 61 56 - 5
employee benefits

RECOGNIZED NET PLAN ASSETS Q7) (48) m 4a7) -
Long-service bonuses

Defined benefit Retirement  and other long-term

(in € millions) Dec. 31,2019 Dec. 31, 2020 pension plans  termination benefits benefits
Gross obligation 1,782 1,805 1,003 741 61
Plan assets 809 859 859 - -
Provision recognized in the accounts 990 994 192 741 61
RECOGNIZED NET PLAN ASSETS a7) (48) (48) - -

The increase in the gross obligation results from the following

conflicting impacts:

® an increase in the obligation resulting from the revised
financial assumptions (discount and inflation rates) used to
determine the benefit obligation in the United Kingdom
and the eurozone;

m a decrease in the obligation resulting from the depreciation
of the pound sterling.

The value of plan assets also increased due to the following
conflicting impacts:

® an increase in pension fund assets in the United Kingdom:
following a partial exit from equity and real estate funds, the
resulting capital gain led to a sharp rise in the actual

return;

m a decrease in plan assets resulting from the depreciation of
the pound sterling.

The cost of the Group’s pension obligations in 2019 and 2020 can be analyzed as follows:

(in € millions)

2019 2020

Current service cost (60) 67)
Actuarial gains and losses recognized (on other long-term benefits) 4) -
Plan implementation, amendment and settlement - 4
Plan administration costs O] @)
Total operating component of the pension expense (65) (64)
Interest cost on the net benefit obligation a3) 7)
Total financing component of the pension expense 13) (7)
TOTAL (78) (v4))

The Group expects to pay a total of €13 million into its defined benefit pension plans in 2021.
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FINANCIAL STATEMENTS |

Group consolidated financial statements at December 31, 2020

Eurozone United Kingdom
Discount rate 2019 0.60% 1.95%
2020 0.50% 1.45%
Inflation rate 2019 1.75% 2.90%
2020 1.75% 2.80%
Rate of annuity increases 2019 1.00% 2.90%
2020 1.00% 2.80%
Rate of future salary increases 2019 1.12%-5.00% N/A
2020 1.12%-5.00% N/A

Retirement age 2019 Managerial: 64/65 years
Non-managerial: 62/ 65 years

65 years

2020 Managerial: 64/65 years
Non-managetrial: 65 years

62/65 years

The discount rates are determined by reference to the yield on private investment-grade bonds (AA). The Group refers to the
iBoxx index to calculate the benefit obligations in its two main regions (eurozone and United Kingdom).

Sensitivity analysis

An increase or decrease of 0.5% in the main assumptions would have the following impacts on the amount of the gross benefit

obligation at December 31, 2020:

(in € millions)

Sensitivity (basis points)
Discount rate

Inflation rate

Rate of future salary increases

-0.50%
147
(56)
(53)

+0.50%
130)
66

62

For the purpose of the analysis, it was assumed that all other variables remained the same.

The change in the value of the gross projected benefit obligation would have mainly affected actuarial gains and losses

recognized in other comprehensive income.
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c) Change in the gross benefit obligation and plan assets

Change in the gross benefit obligation:

Retirement Long-service

Defined benefit termination  bonuses and other
(in € millions) 2019 2020 pension plans benefits  employee benefits
GROSS BENEFIT OBLIGATION AT BEGINNING OF PERIOD 1,554 1,782 990 735 57
A. PENSION EXPENSE
Current service cost 60 67 13 49 5
Actuarial gains and losses recognized (on other long-term benefits) 4 - - - -
Plan implementation, amendment and settlement - “4) 2) 4) 2
Interest cost 32 21 16 5 -
Total expense recognized in the income statement 96 84 27 50 7
B. ACTUARIAL GAINS AND LOSSES ARISING
IN THE PERIOD ON POST-EMPLOYMENT PLANS
Actuarial gains and losses resulting from changes a7y - 5 5) -
in demographic assumptions
Actuarial gains and losses resulting from changes 190 63 54 9 -
in financial assumptions
Experience adjustments m 10 6 4 -
Total revaluation recognized in other comprehensive 172 73 65 8 -
income for the period
C. OTHER ITEMS
Employee contributions 3 3 3 - -
Benefits paid (83) (96) 42) (5D 3
Changes in scope of consolidation 5 - - - -
Other movements ) - - - -
Foreign exchange differences 37 41 40) ©) -
Total other items (40) (134) (79) (52) (3)
GROSS BENEFIT OBLIGATION AT END OF PERIOD 1,782 1,805 1,003 741 61
Average weighted term of pension plans 15 15 18 12 10

I SAFRAN 2020 UNIVERSAL REGISTRATION DOCUMENT



Change in the fair value of plan assets:
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Long-service

Retirement ~ bonuses and
Defined benefit termination other employee
(in € millions) 2019 pAVI  pension plans benefits benefits
FAIR VALUE OF PLAN ASSETS AT BEGINNING OF PERIOD 691 809 809 - =
A. INCOME
Interest income on plan assets 19 14 14 - -
Plan administration costs @) (©) ©) - -
Total income recognized in the income statement 18 13 13 - -
B. ACTUARIAL GAINS AND LOSSES ARISING
IN THE PERIOD ON POST-EMPLOYMENT PLANS
Return on plan assets (excluding interest income component) 53 70 70 - -
Total revaluation recognized in other comprehensive income for the period 53 70 70 - -
C. OTHER ITEMS
Employee contributions 2 3 3 - -
Employer contributions 49 44 44 - -
Benefits paid 40) (42) (42) - -
Changes in scope of consolidation - - - - -
Other movements 3 (©) ©) - -
Foreign exchange differences 33 (37) (37) - -
Total other items 47 (33) (33) - -
FAIR VALUE OF PLAN ASSETS AT END OF PERIOD 809 859 859 = =
d) Asset allocation
United Kingdom Other European countries
% allocation at % allocation at
Dec. 31, 2019 Dec. 31, 2020 Dec. 31, 2019 Dec. 31, 2020
Shares 14.18% 6.29% 27.55% 27.69%
Bonds and debt instruments 50.77% 70.71% 56.45% 53.08%
Property 6.53% 2.30% 9.78% 12.14%
Mutual funds and other diversified funds 24.78% 15.66% 0.47% 0.47%
Cash and cash equivalents 3.74% 5.04% 4.93% 5.81%
Other 0.00% 0.00% 0.82% 0.81%

An active market price exists for all plan assets except property.

In the United Kingdom, the Group’s long-term aim is to limit its
exposure to defined benefit plans and ultimately endeavor to
contract out these obligations to insurance firms under
favorable market conditions. In the meantime, the Group is
committed to ensuring that its pension obligations are
adequately funded.

The Group’s investment policy for pension funds in the United
Kingdom combines safe harbor investments (in monetary
funds, government bonds, bond funds), to secure the medium-
term funding of obligations, with riskier investments such as in
equity funds and real estate funds, whose expected
profitability over the long term guarantees the financial
stability of the plans. In 2020, the Safran Landing Systems UK

pension fund reduced its exposure by partially exiting higher
risk investments (e.g., equity and real estate funds) in order to
focus on corporate bond funds. The resulting capital gains led
to a sharp rise in the value of plan assets.

e) Contributions to defined
contribution plans

Defined contribution plans include statutory, supplementary and
additional pension plans (in France: the “Article 83” plan for
engineers and managerial-grade employees (cadres) and the
additional “Article 83” plan and the “Article 82” plan for
executive managers).

The expense for 2020 recognized in respect of defined
contribution plans for continuing operations represented
€292 million, down from €319 million in 2019 due primarily to
furlough and short-time working arrangements.

2020 UNIVERSAL REGISTRATION DOCUMENT SAFRAN I

177




178

FINANCIAL STATEMENTS

Group consolidated financial statements at December 31, 2020

NOTE 26 BORROWINGS SUBJECT TO SPECIFIC CONDITIONS

This caption includes repayable advances granted by public bodies.

Movements in this caption break down as follows:

(in € millions)

At December 31, 2019 505
New advances received 15
Advances repaid (25)
Sub-total: changes with a cash impact (10)
Cost of borrowings and discounting 19
Foreign exchange differences m
Adjustments to the probability of repayment of advances 87)
Sub-total: changes with no cash impact (69)
AT DECEMBER 31, 2020 426

Estimates as to the repayable amounts and the timing of repayments are made regarding borrowings subject to specific
conditions.

The Group revised the probability of repayment for its repayable advances, mainly with regard to two helicopter programs.

NOTE 27 INTEREST-BEARING FINANCIAL LIABILITIES

Breakdown of interest-bearing financial liabilities:

(in € millions) Dec. 31, 2019 Dec. 31, 2020

Bond issue 712 212
OCEANE convertible bond 667 1,641
Senior unsecured notes in USD 950 1,430
Lease liabilities 608 494
Long-term borrowings 302 305
Total non-current interest-bearing financial liabilities

(portion maturing in more than 1 year at inception) 3,239 4,082
Bond issue 601 500
Lease liabilities 121 14
Long-term borrowings 362 347
Accrued interest not yet due 9 10
Current interest-bearing financial liabilities, long-term at inception 1,093 971
Negotiable European Commercial Paper (NEU CP) 1,772 1,322
Short-term bank facilities and equivalent 675 216
Current interest-bearing financial liabilities, short-term at inception 2,447 1,538
Total current interest-bearing financial liabilities (less than 1 year) 3,540 2,509
TOTAL INTEREST-BEARING FINANCIAL LIABILITIES®™ 6,779 6,591

(D The fair value of interest-bearing financial liabilities amounts to €6,762 million (€6,851 million at December 31, 2019).
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Movements in this caption break down as follows:

(in € millions)

At December 31, 2019 6,779
Increase in long-term borrowings at inception (excluding lease liabilities) 1,595
Decrease in long-term borrowings at inception (778)
Change in short-term borrowings (831
Sub-total: changes with a cash impact 4)
Net increase in lease liabilities 29
Accrued interest -
Changes in scope of consolidation 1
Foreign exchange differences asn
Option component of the OCEANE 2020-2027 and tap OCEANE 2020-2027 issues® (53)
Change in the fair value of borrowings hedged with interest rate instruments® 19
Reclassifications and other n
Sub-total: changes with no cash impact 174)
AT DECEMBER 31, 2020 6,591

(1) See Note 23.d, “Convertible bond issues”.
(2) See Note 31, “Management of market risks and derivatives”.

Analysis by maturity:

(in € millions) Dec. 31, 2019
Maturing in:

m Tyear orless 3,540 2,509
m More than 1year and less than 5 years 3,016 2,410
m Beyond 5 years® 223 1,672
TOTAL 6,779 6,591

() Mainly relating to OCEANE bond and USPP issues.

Analysis by currency before hedging:

Dec. 31, 2019 Dec. 31, 2020

(in millions of currency units) Currency EUR Currency EUR
EUR 5,335 5,335 5,072 5,072
usD 1,431 1,294 1,704 1,389
CAD 8 6 8 5
GBP 26 30 22 24
Other N/A n4a N/A 101
TOTAL 6,779 6,591

Analysis by currency after hedging:

Dec. 31,2019 Dec. 31, 2020
(in millions of currency units) Currency EUR Currency EUR

EUR 6,283 6,283 6,216 6,216
usb 386 346 298 245
CAD 8 6 8 5
GBP 26 30 22 24
Other N/A 14 N/A 101
TOTAL 6,779 6,591
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Analysis by type of interest rate:
= Analysis by type of interest rate (fixed/floating), before hedging:

Total Non-current Current
Dec. 31, 2019 Dec. 31, 2019 Dec. 31, 2019
- Average Average Average Average
(in € millions) Base Base Base interest rate Base interest rate Base interest rate Base interest rate
Fixed rate 5,073 5,594 2,648 2.77% 3,941 2.45% 2,425 0.04% 1,653 0.27%
Floating rate 1,706 997 591 0.37% 142 1.29% 1m5 0.45% 855 0.40%
TOTAL 6,779 6,591 3,239 2.33% 4,083 2.41% 3,540 0.17% 2,508 0.31%
m Analysis by type of interest rate (fixed/floating), after hedging:
Total Non-current Current
Dec. 31, 2019 Dec. 31, 2019 Dec. 31, 2020 Dec. 31, 2019 Dec. 31, 2020

180

Average Average Average Average
@in € millions) Base Base Base interest rate Base interest rate Base interest rate Base interest rate
Fixed rate 4,860 5,382 2,435 1.70% 3,729 1.71% 2,425 0.04% 1,653 0.27%
Floating rate 1,919 1,209 804 0.57% 354 113% 1,115 0.45% 855 0.40%
TOTAL 6,779 6,591 3,239 1.42% 4,083 1.66% 3,540 0.17% 2,508 0.31%
The Group’s net debt position is as follows:
(in € millions) Dec. 31, 2019 Dec. 31, 2020
Cash and cash equivalents (A) 2,632 3,747
Interest-bearing financial liabilities (B) 6,779 6,591
Fair value of interest rate derivatives used as fair value hedges of borrowings (C) 33 52
TOTAL (A) - (B) *+ (C) 4,1n4) (2,792)
The Group’s gearing ratio is shown below:
(in € millions) Dec. 31, 2019 Dec. 31, 2020
Net debt 4,n4) (2,792)
Total equity 12,748 12,750
GEARING RATIO 32.27% 21.90%

Main long-term borrowings at inception

m US private placement (USPP) of senior unsecured notes

issued by the Group on February 9, 2012, under which USD

1.045 billion was outstanding at December 31, 2020,

comprising:

e USD 540 million of 10-year notes due February 2022 at a
4.28% fixed-rate coupon; and

e USD 505 million of 12-year notes due February 2024 at a
4.43% fixed-rate coupon.

An interest rate hedge in the form of a cross currency swap

(USD floating-rate borrower at inception, followed by EUR

fixed-rate borrower from March 2019) was set up on these

two tranches, allowing the USD fixed-rate debt to be fully

swapped for EUR fixed-rate debt.

The issue’s interest came out at 1.64% in 2020 after taking
into account the impact of interest rate derivatives.

m US private placement (USPP) of senior unsecured notes

issued by the Group on June 29, 2020 for a nominal

amount equivalent to €564 million, comprising:

e USD 181 million of 10-year notes due June 2030 at a
3.10% fixed-rate coupon (tranche A);

e USD 133 million of 12-year notes due June 2032 at a
3.30% fixed-rate coupon (tranche B);

e €122 million of 10-year notes due June 2030 at a 2.00%
fixed-rate coupon (tranche C);
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o €164 million of 12-year notes due June 2032 at a 2.05%
fixed-rate coupon (tranche D).

A EUR/USD cross currency swap (EUR fixed-rate borrower

and USD fixed-rate lender) was set up on tranches A and

B on July 21, 2020, swapping USD fixed-rate debt for EUR

fixed-rate debt.

After taking this hedge into account, tranche A bears
fixed-rate interest at 2.04% and has a notional amount of
€158 million, while tranche B bears fixed-rate interest at
2.22% and has a notional amount of €116 million.

After taking this hedge into account, the 10-year notes
(tranches A and C) of the USPP carry an effective coupon
of 2.02% and have a notional amount of €280 million, while
the 12-year notes (tranches B and D) carry an effective
coupon of 2.12% and have a notional amount of €280
million.

Issuance on April 11, 2014 of 10-year, 2.875% fixed-rate
bonds for €200 million (maturing in April 2024). The
bonds were issued at 99.529% of par. A floating-rate swap
was set up on this issue. The effective coupon in 2020 is
1.02% after taking into account the impact of interest rate
derivatives.

Issuance on June 28, 2017 of four-year floating-rate bonds
at 3-month Euribor +57 basis points (coupon floored at 0%)
for €500 million (maturing in June 2021). The bonds were
issued at 100% of par.



m Bonds convertible and/or exchangeable for new and/or

existing shares (“OCEANE” bonds) on June 21, 2018 for a
nominal amount of €700 million. These bonds do not carry
a coupon and were offered at an issue price representing
100% of par, or a gross yield to maturity of 0%. Unless
converted, redeemed or bought back and canceled prior to
maturity, the OCEANE bonds are redeemable at par on
June 21, 2023. The effective annual interest rate on the
liability component of the OCEANE bonds is 1.40% including
issuance fees (see Note 23.d, “Convertible bond issues”).

Euro private placement (“Euro PP”) in the form of a
syndicated loan with an original maturity of seven years,
contracted by the former Zodiac Aerospace group on
March 10, 2016 and falling due on March 10, 2023, on which
€180 million was outstanding at December 31, 2020 at an
adjustable rate of 2.902%.

Bonds convertible and/or exchangeable for new and/or
existing shares (“OCEANE” bonds) on May 15, 2020 for a
nominal amount of €800 million. These OCEANE bonds
bear interest at 0.875% and were offered at an issue price
representing 100% of par, or a gross yield to maturity of
0.875%. Unless converted, redeemed or bought back and
canceled prior to maturity, the OCEANE bonds are
redeemable at par on May 15, 2027. The effective annual
interest rate on the liability component of the OCEANE
bonds is 1.63% including issuance fees (see Note 23.d,
“Convertible bond issues”).

Tap issue of bonds convertible and/or exchangeable for
new and/or existing shares (“OCEANE” bonds) on
October 12, 2020 for a nominal amount of €200 million.
These OCEANE bonds bear interest at 0.875% and were
offered at an issue price representing 109.03% of par, or a
gross negative yield to maturity of 0.419%. These bonds
carry the same terms and conditions as those issued on
May 15, 2020, with which they are fully fungible and with
which they form a single series. The effective annual
interest rate on the liability component of the OCEANE
bonds issued on October 12, 2020 is 1154% including
issuance fees (see Note 23.d, “Convertible bond issues”).

Negotiable European Commercial Paper (NEU CP)
subscribed by a corporate mutual fund of the Group
employee savings plan and amounting to €425 million at
December 31, 2020. The average interest rate payable by
Safran on this commercial paper was 0.93% at
December 31, 2020. The sums managed by the corporate
mutual fund and reinvested in Safran NEU CP are frozen for
an initial period of five years. In view of the fund’s
commitments, this NEU CP is classified within long-term
borrowings. At December 31, 2020, 78% of the sums
managed by the corporate mutual fund will be available
within one year. Accordingly, 78% of the €425 million in
NEU CP is classified within the current portion of long-term
borrowings.
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m Lease liabilities recognized in accordance with IFRS 16
(including former finance lease liabilities) totaling €608
million at December 31, 2020.

The Group’s other long- and medium-term borrowings are
not material taken individually.

In 2020, the following borrowings were repaid at maturity:
m Two-year floating-rate bonds issued on July 13, 2018 at

3-month Euribor +33 basis points (coupon floored at 0%)
for €500 million, redeemed on July 13, 2020.

m European Investment Bank (EIB) floating-rate loan, bearing
interest at 3-month Euribor +73.4 basis points and
maturing in December 2020, repaid on December 17, 2020.

® Seven-year, 3.605% fixed-rate Schuldschein loan for €99
million set up on July 25, 2013, repaid on July 27, 2020.

Main short-term borrowings

m Negotiable European Commercial Paper (NEU CP):
€1,322 million (€1,772 million at December 31, 2019).
This amount comprises several drawdowns made under
market terms and conditions, with maturities of less than
one year.

m Financial current accounts with non-consolidated
subsidiaries and joint ventures: €180 million (€263 million
at December 31, 2019). Interest is indexed to Euribor.

Other short-term borrowings consist mainly of bank overdrafts.

Sale of receivables without recourse

Net debt at both December 31, 2020 and December 31, 2019

does not include trade receivables sold without recourse,

including the two lines below relating to CFM Inc. (joint
operation).

m The confirmed facility renewed in December 2020 and
maturing in December 2022 for USD 1,430 million,
contracted with a syndicate of seven banks led by Crédit
Agricole CIB, increased to USD 1,780 million at

end-January 2021 with a syndicate of eight banks, and set
to be reduced to USD 625 million in December 2021, had
been drawn in an amount of USD 546 million at
December 31, 2020 (USD 273 million based on a 50%
interest) versus USD 1,423 million (USD 712 million based
on a 50% interest) at December 31, 2019.

m The confirmed facility set up in June 2020 for USD 360
million, increased to USD 510 million in July 2020, and
renewed at end-December 2020 and maturing in June 2021
for USD 180 million, contracted with a syndicate of three
banks led by Crédit Agricole CIB, had been drawn in an
amount of USD 167 million (USD 83.5 million based on a 50%
interest) at December 31, 2020.
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NOTE 28 TRADE AND OTHER PAYABLES

Movements during  Changes in scope  Foreign exchange

(in € millions) Dec. 31, 2019 the period  of consolidation differences  Reclassifications
Operating payables 5,587 (1,651) (7) (54) 14) 3,861
Credit balances on trade receivables 835 (242) - 3) 4 586
Trade payables 3,198 (1,021) (6) (38) 2) 2,121
Operating current account - 2 - - - 2
Employee-related liabilities 1,554 (390) @) a3) 2 1,152
Other liabilities 577 (72) 3) (6) 4a) 492
State aid, accrued payables 17 9 - - - 26
State, other taxes and duties 280 (70) (&) ©) - 206
Deferred income 1o 2) - - - 108
Other 170 () - ) (D) 152
TOTAL 6,164 (1,723) (10) (60) (18) 4,353
Trade and other payables fall due as shown below:

@in € millions) Total  Lessthan12months  More than 12 months
Operating payables 3,861 3,781 80
Other liabilities 492 466 26
TOTAL 4,353 4,247 106

NOTE 29 OTHER CURRENT AND NON-CURRENT FINANCIAL LIABILITIES

Changes in Foreign

Movements scope of exchange
(in € millions) Dec. 31,2019 during the period  consolidation differences Reclassifications [T Y MyA1Yl)
Payables on purchases of property, plant and 108 48) - - 1
equipment and intangible assets
Payables on purchases of investments 9 8) - - @) -
TOTAL 1z (56) - - - 61
Non-current 2 2
Current 115 59

These liabilities are not included in the Group’s net financial position at December 31, 2020.
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NOTE 30 SUMMARY OF FINANCIAL LIABILITIES

The following table presents the carrying amount of the Group’s financial liabilities at December 31, 2019 and December 31, 2020:

At December 31, 2019

Carrying amount

Financial liabilities at Financial liabilities
(in € millions) amortized cost"” at fair value Total

Borrowings subject to specific conditions 505 505
Non-current interest-bearing financial liabilities 3,239 3,239
Current interest-bearing financial liabilities 3,540 3,540
Trade payables 3,198 3,198
Payables on purchases of investments 9 - 9
Payables on purchases of property, plant and equipment and intangible assets 108 108
Non-current derivatives (negative fair value) 5 5
Current derivatives (negative fair value) 1,033 1,033
TOTAL FINANCIAL LIABILITIES 10,599 1,038 11,637

(D Including financial liabilities hedged by fair value hedging instruments. The adjustment to the fair value of interest-bearing
financial liabilities hedged by fair value hedging instruments represented €33 million at December 31, 20]19.

At December 31, 2020

Carrying amount

Financial liabilities at Financial liabilities
(in € millions) amortized cost” at fair value Total

Borrowings subject to specific conditions 426 426
Non-current interest-bearing financial liabilities 4,082 4,082
Current interest-bearing financial liabilities 2,509 2,509
Trade payables 2,121 2,121
Payables on purchases of property, plant and equipment and intangible 61 61
assets

Operating current accounts 2 2
Non-current derivatives (negative fair value) 18 18
Current derivatives (negative fair value) 1,244 1,244
TOTAL FINANCIAL LIABILITIES 9,201 1,262 10,463

(D Including financial liabilities hedged by fair value hedging instruments. The adjustment to the fair value of interest-bearing
financial liabilities hedged by fair value hedging instruments represented €52 million at December 31, 2020.

The fair value of financial liabilities is determined by reference to the future cash flows associated with each liability, discounted at

market interest rates at the end of the reporting period, with the exception of borrowings subject to specific conditions, whose fair
value cannot be estimated reliably given the uncertainties regarding the amounts to be repaid and the timing of repayment.

In both 2020 and 2019, the fair value of financial liabilities approximates their carrying amount, except in the case of the following items:

Dec. 31, 2019 Dec. 31, 2020
(in € millions) Carrying amount Fair value Carrying amount Fair value
Borrowings subject to specific conditions 505 N/A 426 N/A
Interest-bearing financial liabilities® 6,779 6,851 6,591 6,762

(D This fair value measurement relates to Level 2 in the fair value hierarchy (see Note 22, “Summary of financial assets”).

Safran uses the fair value hierarchy described in Note 22, “Summary of financial assets” to determine the classification of financial
liabilities at fair value.
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The Group carried the following financial liabilities at fair value at December 31, 2019:

@ S s Level 1 Level 2 Level 3
Derivatives (negative fair value) - 1,038 - 1,038
TOTAL - 1,038 - 1,038
The Group carried the following financial liabilities at fair value at December 31, 2020:
(in € millions) Level 1 Level 2 Level 3
Derivatives (negative fair value) - 1,262 - 1,262
TOTAL - 1,262 - 1,262
No items were transferred between Level 1 and Level 2 or to/from Level 3 in either 2020 or 2019.
Offsetting of financial liabilities and financial assets
At December 31, 2019
Net amount onthe  Amount subject to offset agreement

Gross carrying amount Amount offset balance sheet"” but not offset Net
(in € millions) (a) (b) (c) (d) (c) - (d)
Derivatives (negative 1,038 - 1,038 614 424
fair value)
(D See Note 31, “Management of market risks and derivatives”.
At December 31, 2020

Netamountonthe  Amount subject to offset agreement

Gross carrying amount Amount offset balance sheet” but not offset Net
(in € millions) (a) (b) (c) (d) (c) - (d)
Derivatives (negative 1,262 - 1,262 502 760

fair value)

(D See Note 31, “Management of market risks and derivatives”.

The tables above show the financial liabilities for which an
offsetting agreement exists with respect to financial assets.

The Group does not offset financial assets against financial
liabilities in its balance sheet at December 31, 2020 or
December 31, 2019, since the requisite conditions set out in
IAS 32 are not met. Master offsetting (netting) agreements
governing the subscription of OTC derivatives with bank

NOTE 31

counterparties provide for a right of set-off only in the event
of default, insolvency or bankruptcy of one of the parties to
the agreement.

The amounts subject to an offsetting agreement but not
offset comprise a portion of the Group’s derivatives with a
positive fair value, since amounts can only be offset if they
relate to the same counterparty.

MANAGEMENT OF MARKET RISKS AND DERIVATIVES

The main market risks to which the Group is exposed are foreign currency risk, interest rate risk, counterparty risk and liquidity risk.

The carrying amount of derivatives used to manage market risks is shown below:

@in € millions) Assets Liabilities
Interest rate risk management 33 (5) 52 (18)
Floating-for-fixed interest rate swaps - 5) - 8)
Fixed-for-floating interest rate swaps 33 - 52 -
Foreign currency risk management 674 (1,033) 694 (1,244)
Currency swaps 2 - - (95)
Purchase and sale of forward currency contracts 200 (241) 98 (33)
Currency option contracts 472 (792) 596 ane)
TOTAL 707 (1,038) 746 (1,262)
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Foreign currency risk management

Most revenue earned in the civil aviation sector is
denominated in US dollars, which is the benchmark currency
used in the industry. The net excess of revenues over
operating expenses for these activities totaled approximately
USD 7.2 billion for 2020.

To protect its earnings, the Group implements a hedging
policy (see below) with the aim of reducing uncertainty
factors affecting operating profitability and allowing it to
adapt its cost structure to a volatile monetary environment.

Hedging policy

Three basic principles underscore the foreign currency risk
management policy defined by Safran for most of its
subsidiaries:

m to protect the Group’s economic performance from
random fluctuations in the US dollar;

m to optimize the quality of hedging whenever possible,
without jeopardizing the Group’s economic performance
(first principle);

m provide visibility as regards the exchange rate applied in
the Group’s consolidated financial statements.

Foreign currency derivatives
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Protecting economic performance means setting a minimum
USD exchange rate parity over an applicable term. Minimum
parity corresponds to a USD exchange rate that allows Safran
to meet its operating profit targets. Hedging arrangements
have been made accordingly over a timeframe of three to
four years.

Management policy

The hedging policy is based on managing the financial
instrument portfolio in order to guarantee a predefined
minimum parity.

In building up its hedging portfolio, the Group primarily uses
forward sales, accumulators and a combination of options.
Certain instruments include knock-in or knock-out barrier
options, representing a risk to the size of the hedge book and
to targeted hedge rates in certain cases of exchange rate
fluctuations.

Optimization measures are also used with a view to
improving the minimum exchange rate parity, and seek to
protect the Group’s economic performance at all times. They
are based on products that allow the Group to take
advantage of any improvement in the underlying exchange
rate parities.

The portfolio of foreign currency derivatives breaks down as follows:

e 31,2019
Notional ~Less than Notional  Less than
(in millions of currency units) Fair value™  amount™ Tyear 1tobyears
Forward exchange contracts (40) 65
Short USD position (238) 2,661 2,661 - 34 2,413 2,413 -
Of which against EUR (238) 2,661 2,661 - 34 2,413 2,413 -
Long USD position 75 (957) (957) - 19) (163) - (163)
Of which against EUR 75 (957) (957) - 19) (163) - (163)
Short EUR position against GBP 9 107 100 7 4 107 - 107
Short EUR position against CAD 7 49 49 - - - - -
Long MXN position against EUR 107 (13,304) (4,086) (9,217) 46 (12,245) (3,604) (8,641)
Currency swaps 2 (95)
Cross currency swaps 2 1,045 - 1,045 (95) 1,359 - 1,359
Currency option contracts (321) (520)
USD put purchased 275 26,555 26,055 500 481 30,975 25,675 5,300
USD call purchased 83 (2,300) (1,300) (1,000) 16 (1,900) (1,900) -
USD call sold (718) 45,47 44,471 1,000 (210) 71,210 61,110 10,100
USD put sold (41) (4,600) (2,600) (2,000) (105) (3,800) (3,800) -
EUR put purchased 89 1,690 1,540 150 68 1,480 1,000 480
EUR call sold 19) 3,200 2,900 300 27) 2,760 2,000 760
Accumulators - sell USD for EUR® 6 2,539 686 1,853 6 1,963 587 1,426
Accumulators - buy USD for EUR® - - - - (661) (7,808) (5,002) (2,805)
Accumulators - sell EUR for GBP® 2 (520) (520) - (10) (105) (105) -
Accumulators - sell EUR for CAD® - - - - (34) (230) (230) -
Accumulators - sell EUR for MXN® 2 (500) (500) - 44) (335) (335) -
TOTAL (359) (550)

(D Fair values are expressed in millions of euros, notional amounts are expressed in millions of currency units.
(2) Notional amounts for accumulators represent the maximum cumulative amount until the instrument is unwound.
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Dec. 31, 2019 Dec. 31, 2020

Notional  Less than More than 5 Notional  Less than More than 5
@in € millions) Fair value  amount (USD) Tyear 1to5years el Fairvalue amount (USD) Tyear 1tobyears years
USD interest rate
swaps
Fixed-for-floating 19 1,670 625 1,045 - 39 1,620 575 1,045 =
Floating-for-fixed 5) 2,295 1,250 1,045 - 18) 2,509 1,150 1,045 314
TOTAL 14 21

For the senior unsecured notes issued on the US market, changes in the fair value of the hedging instrument and the hedged item
within the scope of the fair value hedge are recognized in “Financial income (loss)” as follows:

Dec. 31, Dec. 31,

(in € millions) 2019 2020
Change in fair value of hedging instrument 26 20
Change in fair value of hedged item (26) (20)

IMPACT OF FAIR VALUE USD INTEREST RATE HEDGES ON FINANCIAL INCOME (LOSS) = =

Exposure to USD interest rate risk before and after hedging:

Current Non-current Total

Dec. 31,2019 ) . . . ) .

(in USD millions) Fixed rate  Floating rate Fixed rate  Floating rate Fixed rate  Floating rate
Interest-bearing financial liabilities 136 33 1,262 - 1,398 33
Other financial assets - 2 42 - 42 2
Cash and cash equivalents 287 736 - - 287 736
Net exposure before hedging 151 (705) 1,220 - 1,069 (705)
Derivatives® 625 (625) (1,045) - (420) (625)
Net exposure after hedging 474 (1,330) 175 - 649 (1,330)

() Notional amount.

Current Non-current
Dec. 31, 2020
(in USD millions) Fixed rate  Floating rate Fixed rate  Floating rate
Interest-bearing financial liabilities m 3 1,579 n 1,690 14
Other financial assets - 5 57 - 57 5
Cash and cash equivalents 953 79 - - 953 79
Net exposure before hedging (842) (81 1,522 1n 680 (70)
Derivatives® 575 (575) (1,359) - (784) (575)
Net exposure after hedging (267) (656) 163 n (104) (645)

(1) Notional amount.

Sensitivity to interest rate risk

The aggregate sensitivity of net exposures to EUR and USD interest rate risk after the impact of hedging is shown below:

Impact of changes in interest rates
(in € millions) Dec. 31, 2019 Dec. 31, 2020

Interest rate change assumptions +1% +1%
Impact on profit or loss (before tax) () 4)
Impact on equity (before tax) - -
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Counterparty risk management

The Group is exposed to counterparty risk on the following:
short-term financial investments;
derivatives;

financial guarantees granted to customers;

(]
(]

m trade receivables;

| |

® undrawn lines of credit.

Financial investments are diversified and consist of blue-chip
securities that are generally traded with top-tier banks.

The sole purpose of the Group’s derivative transactions is to
reduce the overall exposure to foreign currency and interest
rate risks resulting from its ordinary business activities.
Transactions are either carried out on organized markets or
over-the-counter with top-tier intermediaries.

The Group’s credit facilities are taken out with top-tier banks.

In the context of the Covid-19 pandemic, the Group has
stepped up the monitoring of its bad debt risks to ensure the
collection of its current and future receivables. It has paid
close attention to struggling airline companies and has set

aside a provision on a case-by-case basis for any receivables
or assets presenting a bad debt risk.

Note 19, “Trade and other receivables” provides a breakdown
of trade receivables by maturity.

Liquidity risk management

Treasury management is centralized within the Group. Where
permitted by local legislation, all surplus cash is invested with,
and financing requirements of subsidiaries met by, the parent
company on an arm’s length basis. The central cash team
manages the Group’s current and forecast financing
requirements, and ensures it has the ability to meet its
financial commitments while maintaining a level of available
cash funds and confirmed credit facilities commensurate with
its scale and debt repayment profile.
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At December 31, 2020, the Group had a confirmed, undrawn
€2,520 million liquidity line. This line was set up in
December 2015 and had an original maturity of
December 2020, with two successive one-year extension
options. Both these options have been exercised, meaning
that the line is currently set to expire in December 2022. This
line is not subject to any financial covenants.

On April 22, 2020, the Group set up an additional confirmed
liquidity line for an initial amount of €3,000 million, which
remained undrawn at December 31, 2020. The amount of this
line was reduced following the OCEANE bond issue on
May 15, 2020, the issue of senior unsecured notes on the US
private placement market (USPP) on June 29, 2020, and the
OCEANE tap issue carried out on October 12, 2020 (see Note
27, “Interest-bearing financial liabilities” for further details). At
December 31, 2020, the facility represented €1,425 million. It
is not subject to any financial covenants.

Issues of senior unsecured notes on the US private placement
market (USPP) on February 9, 2012 and June 29, 2020 are
subject to a financial covenant which states that the net debt
to EBITDA ratio must be 2.5 or less at all times (see Note 27,
“Interest-bearing financial liabilities”). The covenant is tested
every six months and the Group complied with the applicable
ratio at December 31, 2020.

The following annual covenant applies to the euro private
placement (“Euro PP”) in the form of a syndicated loan, set
up by the former Zodiac Aerospace on March 10, 2016 and
with an original maturity of seven years (see Note 27,
“Interest-bearing financial liabilities”): net debt to EBITDA
ratio of 3.5 or less. The Group complied with this covenant at
December 31, 2020.

The terms “net debt” and “EBITDA” wused in the

aforementioned covenants are defined as follows:

®m net debt: interest-bearing borrowings (excluding
borrowings subject to specific conditions) less marketable
securities and cash and cash equivalents;

m EBITDA: the sum of profit (loss) from operations and the
net charge to depreciation, amortization and provisions for
impairment of assets (calculated based on adjusted data).
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NOTE 32

The Group has interests in a number of joint operations
whose contribution is recognized line-by-line in the financial
statements. The joint operations are:

s CFM International Inc. and CFM International
SA: coordination of the CFM56 and LEAP engine programs
with General Electric and program marketing;

INTERESTS IN JOINT OPERATIONS

Famat: manufacture of large casings subcontracted by
Safran Aircraft Engines and General Electric;

® Matis: manufacture of aircraft wiring;
m CFAN: production of composite fan blades for turbo

engines;

Propulsion Technologies International: engine repair and
maintenance.

The table below shows the Group’s share in the various financial indicators of these joint operations, which is included in the

consolidated financial statements:

(in € millions)

Dec. 31,2019 Dec. 31, 2020

Current assets

Non-current assets

Current liabilities

Non-current liabilities

Operating income

Operating expenses

Financial income (loss)

Income tax expense

Profit for the period

Other comprehensive income (expense)
Comprehensive income

Cash flow from operating activities®
Cash flow used in investing activities
Cash flow used in financing activities®

126 105
182 170
180 143
18 20
91 65
(68) (55)
M 1
(©)) (6
17 4
2 )
19 (©))
41 3
3) 10)
() 13

(D See Note 27, “Interest-bearing financial liabilities” - trade receivables factoring programs at CFM Inc.

NOTE 33 RELATED PARTIES

In accordance with IAS 24, the Group’s related parties are
considered to be its owners (including the French State),
companies in which these owners hold equity interests,
associates, joint ventures and management executives.

The French State also holds a golden share
Ceramics allowing it to veto any change in control of the
company or sale of company assets.

in Safran

The following transactions were carried out with related parties other than joint ventures:

(in € millions) 2019 2020
Sales to related parties other than joint ventures 5,413 4,196
Purchases from related parties other than joint ventures (135) 91
(in € millions) Dec. 31, 2019 Dec. 31, 2020
Amounts receivable from related parties other than joint ventures 1,930 1,815
Amounts payable to related parties other than joint ventures 2,639 2,377
(in € millions) Dec. 31, 2019 Dec. 31, 2020
Commitments given to related parties other than joint ventures® 2,110 2,005

(D See Note 34.a, “Off-balance sheet commitments and contingent liabilities relating to the Group’s operating activities”.

Transactions with related parties other than joint ventures primarily concern the delivery of aviation products to Airbus and the

French Directorate General of Weapons Procurement (DGA).
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The following transactions were carried out with joint ventures:
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(in € millions) 2019 2020
Sales to joint ventures® 380 104
Purchases from joint ventures 101) (62)
(D Mainly with Shannon Engine Support Limited.

(in € millions) Dec. 31, 2019 Dec. 31, 2020
Amounts receivable from joint ventures 180 93
Amounts payable to joint ventures 57 51
(in € millions) Dec. 31, 2019 Dec. 31, 2020
Commitments given to joint ventures® 367 252

(D See Note 16, “Investments in equity-accounted companies”.

Management compensation

Management executives comprise the members of the Board
of Directors (17 members in 2019 and 18 in 2020), the
Chief Executive Officer, and any persons discharging
managerial responsibilities considered as having the power to
take management decisions with regard to Safran’s strategy

(in € millions)

and future development, and/or with regular access to inside
information concerning Safran (i.e., four directors in 2019 and
2020).

All compensation and benefits awarded to management
executives are shown on a gross basis, including the fixed
portion of compensation and the provision for the variable
portion to be paid in the subsequent year.

Dec. 31,2019 Dec. 31, 2020

Short-term benefits®
Post-employment benefits
Other long-term benefits
Termination benefits
Share-based payment

10.9 10.0
0.8 0.5
4.3 0.8

(D Compensation, social security contributions, attendance fees and benefit payments, where applicable.

The Company’s total

post-employment benefit commitments and other long-term benefit commitments

in respect of

management executives as recorded in the balance sheet amounted to €9.6 million at December 31, 2020 and €12.0 million at

December 31, 2019.

2020 UNIVERSAL REGISTRATION DOCUMENT SAFRAN I




190

FINANCIAL STATEMENTS

Group consolidated financial statements at December 31, 2020

NOTE 34 OFF-BALANCE SHEET COMMITMENTS AND CONTINGENT LIABILITIES

a) Off-balance sheet commitments and contingent liabilities relating

to the Group’s operating activities

Commitments given and contingent liabilities

The Group granted the following commitments in connection with its operating activities:

(in € millions)

Dec. 31,2019 Dec. 31, 2020

Purchase commitments on intangible assets 38 10
Purchase commitments on property, plant and equipment 250 141
Guarantees given in connection with the performance of operating agreements 5,476 5,493
Lease commitments 98 12
Financial guarantees granted on the sale of Group products 23 9
Other commitments given 636 494
TOTAL 6,521 6,259

Guarantees given in connection with the performance
of operating agreements

These guarantees relate mainly to guarantees granted by
Safran to customers and principals (essentially aircraft
manufacturers) in which Safran or the subsidiary provide a
joint and several guarantee that its subsidiaries will perform
their duties under their contractual obligations. These
guarantees are given in respect of research, design,
development, manufacturing, marketing and product support
programs in place at Group subsidiaries. They are generally
granted for the term of the program concerned, and are
capped at a certain amount.

Guarantees granted to Airbus are shown within “Guarantees
granted to related parties” in Note 33, “Related parties”.

Lease commitments

As of January 1, 2019, lease commitments given concern
leases qualifying for the IFRS 16 exemption criteria
(short-term leases or leases of low-value assets), as well as
leases signed but not yet started.

Financial guarantees granted on the sale of Group products

The financial guarantees shown in this table concern
aerospace financing arrangements in place at the end of the
reporting period, granted to support sales of civil engines.
These arrangements take the form of aircraft financing or
guarantees covering the value of assets.

The Group’s gross exposure in respect of these financing
commitments in their transaction currency represents
USD 11 million at December 31, 2020 (USD 26 million at
December 31, 2019), or €9 million (€23 million at
December 31, 2019). However, these amounts do not reflect the
actual risk to which Safran is exposed. In view of the value of the
underlying assets pledged as security, the net exposure
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represents USD 2 million at December 31, 2020 (USD 4 million
at December 31, 2019), for which a provision, based on an
assessment of the risk, is booked in the financial statements (see
Note 24, “Provisions”).

Financing commitments granted to clients alongside aircraft
manufacturers in connection with certain civil engine sales
campaigns form part of financing packages proposed by
aircraft manufacturers to airline companies and generally
correspond to the share represented by Group engines in the
financing of the aircraft concerned. These commitments are
not included in the gross exposure since (i) the probability
that they will be called by the airline companies is too
uncertain because the deliveries are too far in the future, and
(ii) in the past, few commitments have been called due to
their dissuasive conditions and to the fact that they represent
a “last recourse” after the active rental, banking, credit
insurance and investor markets.

Contingent liabilities arising on ordinary activities

As part of their ordinary activities, Safran, some of its
subsidiaries, or certain joint arrangements or consortia in which
they are shareholders or members, may be subject to various
claims from customers. These claims usually consist of
compensation claims for failing to meet technical specifications,
a delay in the development phase, late completion and/or for
additional work in connection with product performance and
reliability falling outside the scope of the warranties and
commitments provisioned or included within contract costs (see
Note 3.b, “Provisions”, and Note 24, “Provisions”). While the
initial amount of any such claim may be material in certain
cases, it does not necessarily have any bearing on the costs that
may be ultimately incurred to satisfy the customer. As these
claims represent contingent liabilities, no provision has been
recognized beyond contractual liability limits, if any.

In the absence of an agreement between the parties, some of
these claims may give rise to litigation, the most significant of
which are indicated in Note 35, “Disputes and litigation”.



Commitments received
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The Group was granted the following commitments in connection with its operating activities:

(in € millions)

Dec. 31, 2019 Dec. 31, 2020

Commitments received from banks on behalf of suppliers 9 8
Completion warranties 10 8
Endorsements and guarantees received 1 2
Other commitments received 85 44
TOTAL 105 62

b) Off-balance sheet commitments and contingent liabilities
relating to the Group’s scope of consolidation

Vendor warranties are given or received on the acquisition or sale of companies.

Vendor warranties given

(in € millions)

Dec. 31, 2019 Dec. 31, 2020

Vendor warranties given® 331 277
(D Vendor warranties, the amount of which may be fixed or determinable.

Vendor warranties received

(in € millions) Dec. 31, 2019 Dec. 31, 2020

Vendor warranties received

Vendor warranties granted in connection
with the disposal of the Security businesses

In connection with the sale of the identity and security
businesses on May 31, 2017, Safran granted Advent International
a vendor warranty valued at €180 million at December 31, 2020,
as well as a specific indemnity capped at BRL 200 million
(€31 million at December 31, 2020) to cover any financial
consequences arising from the dispute between Morpho do
Brasil and the Brazilian tax authorities concerning the
calculation method for value added tax on certain products.

In connection with the sale of the detection businesses on
April 7, 2017, Safran granted Smiths Group PLC a vendor
warranty valued at USD 73 million (€60 million at
December 31, 2020).

In connection with the sale of Structil on October 2, 2017,
Safran Ceramics granted the Hexcel group a vendor warranty
initially valued at €37 million, reduced to €1 million at
December 31, 2020.

c) Off-balance sheet commitments
and contingent liabilities relating
to the Group’s financing

Commitments received in respect of financing relate to:

® any unused portion of two trade receivables factoring
facilities relating to CFM Inc., under which the related
receivables are deconsolidated (see Note 27, “Interest-
bearing financial liabilities”);

m the confirmed, undrawn syndicated credit line for
€2,520 million set up in December 2015 (see Note 31,
“Management of market risks and derivatives”); and

m the additional confirmed, undrawn syndicated credit line
totaling €1,425 million at December 31, 2020, set up on
April 22, 2020 (see Note 31, “Management of market risks
and derivatives”).
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NOTE 35  DISPUTES AND LITIGATION

Safran and certain Group subsidiaries are party to regulatory,
legal or arbitration proceedings arising in the ordinary course
of their operations. Safran and certain Group subsidiaries are
also party to claims, investigations, legal action and regulatory
proceedings outside the scope of their ordinary operations.

The amount of the provisions booked is based on the level of
risk for each case, as assessed by Safran and its subsidiaries,
and largely depends on their assessment of the merits of the
claims and defensive arguments, bearing in mind that the
occurrence of events during the proceedings can lead to a
reassessment of the risk at any time.

A provision is only booked to cover the expenses that may
result from such proceedings when the expenses are probable
and their amount can be either quantified or reasonably
estimated.

Safran considers that the provisions booked are adequate to
cover the risks it incurs.

The most important proceedings are described below.

m A number of civil and/or criminal lawsuits have been filed
against certain Safran subsidiaries in connection with aviation
accidents. The Group’s insurance policy would cover any civil
damages payable by Safran or its subsidiaries under these
proceedings.

NOTE 36 SUBSEQUENT EVENTS

None.
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m On April 2, 2014, Safran was fined by the European
Commission relating to the activities of Silec Cable, a
former subsidiary of Sagem SA which was sold to General
Cable at the end of 2005. Safran paid the €8.5 million fine
in 2014. Relying on the European Commission’s findings, a
number of cable buyers have initiated proceedings
claiming damages against the companies fined by the
Commission. Safran’s joint and several liability with other
suppliers has been alleged in one such legal action. An
out-of-court settlement was reached on August 24, 2020,
putting an end to this dispute. Safran may be exposed to
other legal action in Europe.

At the date of this report, it is not possible to reasonably
evaluate any potential financial risk.

To the best of Safran’s knowledge and that of its subsidiaries,
there are no other ongoing regulatory, legal or arbitration
proceedings that could have a material impact on the financial
position of the Company and/or Group.



NOTE 37 LIST OF CONSOLIDATED COMPANIES

2019

Consolidation
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Consolidation

2020

Country method % interest method % interest
Safran SA France Parent company
Aerospace Propulsion
Safran Aircraft Engines France FC 100.00 FC 100.00
CFAN United States JO 50.00 JO 50.00
CFM International SA France JO 50.00 JO 50.00
CFM International, Inc. United States JO 50.00 JO 50.00
CFM Materials LP United States EQ 50.00 EQ 50.00
Famat France JO 50.00 JO 50.00
Fan Blade Associates, Inc. United States FC 100.00 FC 100.00
Safran Aero Composite France FC 100.00 FC 100.00
Safran Aerospace Composites, LLC United States FC 100.00 FC 100.00
Shannon Engine Support Limited Ireland EQ 50.00 EQ 50.00
Safran Aircraft Engines Mexico Mexico FC 100.00 FC 100.00
Safran Aircraft Engines Poland Poland FC 100.00 FC 100.00
Safran Aircraft Engine Services Americas Mexico FC 100.00 FC 100.00
Safran Aircraft Engine Services Morocco Morocco FC 51.00 FC 51.00
Safran MDS, S.A. de C.V. Mexico FC 100.00 FC 100.00
Snecma Participations France FC 100.00 FC 100.00
Snecma Participations, Inc. United States FC 100.00 FC 100.00
Safran Aircraft Engine Services Brussels Belgium FC 100.00 FC 100.00
Safran Aircraft Engines Suzhou Co, Ltd China FC 100.00 FC 100.00
Safran Aircraft Engines Guiyang China FC 100.00 FC 100.00
Propulsion Technologies International, LLC United States JO 50.00 JO 50.00
Safran Aero Boosters Belgium FC 67.19 FC 67.19
Safran Test Cells, Inc. United States FC 67.19 FC 67.19
Safran Aero Boosters Programs, LLC United States FC 67.19 FC 67.19
Safran Aero Boosters, Inc. United States FC 67.19 FC 67.19
Safran Helicopter Engines France FC 100.00 FC 100.00
Safran Power Units France FC 100.00 FC 100.00
Safran Power Units San Diego, LLC United States FC 100.00 FC 100.00
Safran Power Units USA United States FC 100.00 FC 100.00
Initium Aerospace, LLC United States EQ 50.00 EQ 50.00
Safran Helicopter Engines Asia Pte. Ltd. Singapore FC 100.00 FC 100.00
Safran Helicopter Engines Australia Pty Ltd Australia FC 100.00 FC 100.00
Safran Moteurs d’Hélicoptéres Canada Inc. Canada FC 100.00 FC 100.00
Safran Helicopter Engines Brasil Industria e Comercio do Brazil FC 100.00 FC 100.00
Brasil Ltda
Safran Helicopter Engines Germany GmbH Germany FC 100.00 FC 100.00
Safran Helicopter Engines Tianjin Co. Ltd China FC 100.00 FC 100.00
Safran Helicopter Engines UK Limited United Kingdom FC 100.00 FC 100.00
Safran Helicopter Engines USA, Inc. United States FC 100.00 FC 100.00
Safran Helicopter Engines Mexico Mexico FC 100.00 FC 100.00
Safran Helicopter Engines South Africa South Africa FC 100.00 FC 100.00
Roxel France France EQ 50.00 EQ 50.00
Roxel Limited United Kingdom EQ 50.00 EQ 50.00
Roxel France EQ 50.00 EQ 50.00
Safran Transmission Systems France FC 100.00 FC 100.00
Safran Transmission Systems Poland S.p. Z.0.0. Poland FC 100.00 FC 100.00
ArianeGroup Holding France EQ 50.00 EQ 50.00
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2019
Consolidation

Country method % interest method % interest
Aircraft Equipment, Defense and Aerosystems
Safran Nacelles France FC 100.00 FC 100.00
Safran Nacelles Limited United Kingdom FC 100.00 FC 100.00
Safran Nacelles Morocco Morocco FC 100.00 E@ 100.00
Safran Landing Systems France FC 100.00 FC 100.00
Aero Precision Repair & Overhaul Company, Inc. United States EQ 50.00 EQ 50.00
Safran Landing Systems Services Dinard France FC 100.00 FC 100.00
Safran Landing Systems Kentucky, LLC United States FC 100.00 FC 100.00
Safran Landing Systems Wheel & Brake Services, LLC United States FC 100.00 FC 100.00
Safran Landing Systems Malaysia Sdn. Bhd. Malaysia FC 100.00 FC 100.00
Safran Landing Systems Canada Inc. Canada FC 100.00 [EC 100.00
Safran Landing Systems UK Ltd United Kingdom FC 100.00 FC 100.00
Safran Landing Systems México S.A. de C.V. Mexico FC 100.00 FC 100.00
Safran Landing Systems Services Américas S.A. de C.V. Mexico FC 100.00 FC 100.00
Safran Landing Systems Services Singapore Pte. Ltd. Singapore FC 60.00 FC 60.00
Safran Landing Systems Services Miami, Inc. United States FC 100.00 FC 100.00
Safran Landing Systems Services UK Ltd United Kingdom FC 100.00 FC 100.00
Safran Landing Systems Services Querétaro S.A. de C.V. Mexico FC 100.00 FC 100.00
Safran Landing Systems Holdings Singapore Pte. Ltd. Singapore FC 100.00 FC 100.00
Xi’an Cea Safran Landing Systems Co., Ltd China EQ 50.00 EQ 50.00
Safran Filtration Systems France FC 100.00 FC 100.00
Safran Landing Systems Suzhou Co., Ltd. China FC 100.00 FC 100.00
Safran Electrical & Power France FC 100.00 [FC 100.00
Aerosource Inc.? United States FC 100.00 = =
Safran Electrical Components SAS® France - - FC 100.00
Safran Electrical & Power Chihuahua SA de CV Mexico FC 100.00 FC 100.00
Safran Engineering Services GmbH Germany FC 100.00 FC 100.00
Labinal Investments, LLC United States FC 100.00 E@ 100.00
Safran Electrical & Power USA, LLC United States FC 100.00 FC 100.00
Safran Electrical & Power Morocco SA Morocco FC 100.00 FC 100.00
Safran Electrical & Power Mexico SA de CV Mexico FC 100.00 FC 100.00
Safran Electrical & Power India Private Limited India FC 100.00 [FC 100.00
Matis Aerospace Morocco JO 50.00 JO 50.00
Safran Engineering Services France FC 100.00 FC 100.00
Safran Engineering Services India Pvt Ltd India FC 100.00 FC 100.00
Safran Engineering Services Maroc Morocco FC 100.00 FC 100.00
Safran Engineering Services UK Ltd United Kingdom FC 100.00 FC 100.00
Safran Electrical & Power UK Ltd United Kingdom FC 100.00 FC 100.00
Safran Power USA, LLC United States FC 100.00 FC 100.00
Shanghai SAIFEI Aviation EWIS Manufacturing Co., Ltd China EQ 49.00 EQ 49.00
Safran Electrical Components Canada Inc. Canada FC 100.00 FC 100.00
Innovative Power Solutions LLC United States FC 100.00 = =
Safran Electrical Components UK Limited United Kingdom FC 100.00 FC 100.00
Safran Electrical Components USA, Inc. United States FC 100.00 FC 100.00
Safran Electrical and Power Tunisia Tunisia FC 100.00 [FC 100.00
Safran Martin-Baker France France EQ 50.00 EQ 50.00
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2019
Consolidation

Country method % interest method % interest
Safran Electronics & Defense France FC 100.00 FC 100.00
Optics 1, Inc. United States FC 100.00 FC 100.00
Safran Electronics & Defense Services Asia Pte Ltd Singapore FC 60.00 FC 60.00
Safran Electronics & Defense Canada Inc. Canada FC 100.00 FC 100.00
Safran Electronics & Defense Avionics USA, LLC United States FC 100.00 FC 100.00
Safran Electronics & Defense Germany GmbH Germany FC 100.00 FC 100.00
Lynred France EQ 50.00 EQ 50.00
Safran Electronics & Defense Morocco® Morocco - - FC 100.00
Safran Electronics & Defense Services Mexico® Mexico - - FC 100.00
Safran Electronics & Defense Cockpit Solution France FC 100.00 FC 100.00
Safran Vectronix AG Switzerland FC 100.00 FC 100.00
Sagem USA, Inc. United States FC 100.00 FC 100.00
Fadec International, LLC United States EQ 50.00 EQ 50.00
Safran Reosc France FC 100.00 FC 100.00
Safran Colibrys SA Switzerland FC 100.00 FC 100.00
Safran Electronics & Defense Actuation France FC 100.00 FC 100.00
Pioneer Aerospace Corporation United States FC 100.00 FC 100.00
Safran Data Systems Investment France FC 100.00 FC 100.00
Safran Data Systems Inc. United States FC 100.00 FC 100.00
Safran Data Systems GmbH Germany FC 100.00 FC 100.00
Safran Data Systems France FC 100.00 FC 100.00
IDD Aerospace Corp. United States FC 100.00 FC 100.00
Safran Aerotechnics France FC 100.00 FC 100.00
Safran Aerosystems Hydraulics France FC 100.00 FC 100.00
Safran Aerosystems Fluid France FC 100.00 FC 100.00
Safran Aerosystems Morocco Morocco FC 100.00 FC 100.00
Pacific Precision Products Mfg. © United States FC 100.00 - -
Avox Systems Inc. United States FC 100.00 FC 100.00
Air Cruisers Company, LLC United States FC 100.00 FC 100.00
Safran Aerosystems France FC 100.00 FC 100.00
Engineered Arresting Systems Corporation United States FC 100.00 FC 100.00
Safran Aerosystems Mexico Mexico FC 100.00 FC 100.00
Safran Aerosystems Ducts France FC 100.00 FC 100.00
Safran Aerosystems Services Americas LLC United States FC 100.00 FC 100.00
Safran Aerosystems Services Asia Singapore FC 100.00 FC 100.00
Safran Aerosystems Services UK Ltd United Kingdom FC 100.00 FC 100.00
Safran Aerosystems Services France FC 100.00 FC 100.00
Safran Aerosystems Services Middel East DWC - LLC United Arab FC 100.00 FC 100.00

Emirates

IN-Services Asia Limited Hong Kong FC 100.00 FC 100.00
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2019
Consolidation 0

Country method % interest method % interest
Aircraft Interiors
Safran Cabin France France FC 100.00 FC 100.00
Safran Cabin Investment GmbH Germany FC 100.00 FC 100.00
Safran Cabin Sterling, Inc. United States FC 100.00 FC 100.00
Safran Cabin Germany GmbH Germany FC 100.00 FC 100.00
Safran Cabin Netherlands N.V. Netherlands FC 100.00 FC 100.00
Safran Cabin Galleys US, Inc. United States FC 100.00 FC 100.00
Safran Cabin CZ s.r.o. Czech Republic FC 100.00 FC 100.00
EZ Air Interior Limited Ireland EQ 50.00 EQ 50.00
Safran Cabin Materials, LLC United States FC 100.00 EE 100.00
Zodiac Composite Monuments Tunisie Tunisia FC 100.00 FC 100.00
Safran Cabin, Inc. United States FC 100.00 E@ 100.00
Safran Cabin Tijuana S.A de C.V. Mexico FC 100.00 FC 100.00
Safran Cabin Canada Co. Canada FC 100.00 FC 100.00
Safran Cabin Brazil Ltda. Brazil FC 100.00 FC 100.00
Safran Cabin Catering, Inc. United States FC 100.00 FC 100.00
Safran Cabin Lamphun Ltd. Thailand FC 100.00 FC 100.00
Safran Cabin Catering B.V. Netherlands FC 100.00 FC 100.00
Safran Cabin Bangkok Ltd. Thailand FC 100.00 FC 100.00
Safran Cabin Cargo B.V. Netherlands FC 100.00 FC 100.00
Safran Cabin Bellingham, Inc. United States FC 100.00 FC 100.00
Safran Seats France FC 100.00 [FC 100.00
Seats California LLC United States FC 100.00 [EC 100.00
Safran Seats USA LLC United States FC 100.00 E@ 100.00
Zodiac Seats Tunisie Tunisia FC 100.00 [FC 100.00
Safran Seats Santa Maria LLC United States FC 100.00 FC 100.00
Safran Seats GB Limited United Kingdom FC 100.00 FC 100.00
Safran Ventilation Systems France FC 100.00 FC 100.00
Safran Ventilation Systems USA, LLC United States FC 100.00 FC 100.00
Northwest Aerospace Technologies, Inc. United States FC 100.00 FC 100.00
Greenpoint Technologies, Inc. United States FC 100.00 FC 100.00
Evac GmbH Germany FC 100.00 FC 100.00
Safran Ventilation Systems Oklahoma, Inc. United States FC 100.00 FC 100.00
Safran Passenger Innovations Germany GmbH Germany FC 100.00 FC 100.00
Safran Passenger Innovations, LLC United States FC 100.00 [EC 100.00
Mag Aerospace Industries, LLC United States FC 100.00 FC 100.00
Holding company and other
Etablissements Vallaroche France FC 100.00 FC 100.00
Safran Ceramics France FC 100.00 [FC 100.00
Safran UK Ltd United Kingdom FC 100.00 FC 100.00
Safran USA Inc. United States FC 100.00 FC 100.00
Société de réassurance Vallaroche SA Luxembourg FC 100.00 FC 100.00
Zodiac US Corporation United States FC 100.00 FC 100.00
Safran Seats GB Investment Limited United Kingdom FC 100.00 FC 100.00
Galli Participations France FC 100.00 FC 100.00

FC: Full consolidation. JO. Joint operation. EQ: Equity method.

(D Merged into Safran Power USA LLC on January 1, 2020.

(2) Consolidated in 2020.

(3) Merged into Avox Systems Inc. on January 1, 2020.
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NOTE 38  AUDIT FEES

Pursuant to Standard No. 2016-09 issued on
December 2, 2016 by the French accounting standards-setter
(Autorité des normes comptables - ANC), the following table
shows the amount of fees paid to the Group’s Statutory
Auditors as included on the consolidated income statement
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for the year, a distinction being made between fees charged
for the statutory audit of the consolidated financial
statements and those charged for other services, where
applicable. The fees shown for subsidiaries are those
consolidated according to the full consolidation method.

Ernst & Young Mazars Total
Amount (excl. VAT) % Amount (excl. VAT) % Amount (excl. VAT) %

(in € millions) 2019 2020 2019 2020 2019 2020 2019 2020 2019 2020 2019 2020
A) Statutory audit services

A.1) Safran (issuer) 0.92 0.75 15% 17% 0.74 0.66 13% 14% 1.66 1.41 14% 0%
A.2) Subsidiaries 4.49 3.57 75% 77% 4.41 3.66 79% 80% 8.90 7.23 77% 0%
Sub-total 5.41 4.32 90% 94% 5.15 4.32 92% 94% 10.56 8.64 91% 0%
B) Other services

B.1) Safran (issuer) 0.18 0.12 3% 2% 0.26 0.16 5% 4% 0.44 0.28 4% 0%
B.2) Subsidiaries 0.39 0.22 7% 4% 0.17 0.12 3% 2% 0.56 0.34 5% 0%
Sub-total 0.57 0.34 10% 6% 0.43 0.28 8% 6% 1.00 0.62 9% 0%
TOTAL 5.98 4.66 100% 100% 5,58 4.60 100% 100% 11.56 9.26 100% 0%

Statutory audit fees

These are payable for all work that is an integral part of the
statutory audit, i.e., all work necessary to produce audit
reports or any other reports or representations to be made
available to the Ordinary Shareholders’ Meeting called to
approve the financial statements.

Services are provided by the Statutory Auditors and other
persons responsible for audits, members of their networks,
certifying the parent company and consolidated financial
statements of the parent company and fully consolidated
subsidiaries in France and other countries.

Fees for other services

These services concern work falling within the scope of
services usually rendered in conjunction with the statutory
audit engagement (drafting of specific reports and statements,
due diligence procedures) or any other specific engagement,
generally representing one-off or agreed-on services.
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Statutory Auditors’ report on the consolidated financial statements

3.2
STATEMENTS

Year ended December 31, 2020

STATUTORY AUDITORS’ REPORT ON THE CONSOLIDATED FINANCIAL

This is a free translation into English of the Statutory Auditors’ report on the financial statements of the Company issued in
French and it is provided solely for the convenience of English speaking users. This Statutory Auditors’ report includes
information required by European regulation and French law, such as information about the appointment of the Statutory
Auditors or verification of the management report and other documents provided to shareholders. This report should be read in
conjunction with, and construed in accordance with, French law and professional auditing standards applicable in France.

To the Shareholders of Safran SA,

Opinion

In compliance with the engagement entrusted to us by your
Annual General Meeting, we have audited the accompanying
consolidated financial statements of Safran SA for the year
ended December 31, 2020.

In our opinion, the consolidated financial statements give a
true and fair view of the assets and liabilities and of the
financial position of the Group at December 31, 2020 and of
the results of its operations for the year then ended in
accordance with International Financial Reporting Standards
as adopted by the European Union.

The audit opinion expressed above is consistent with our
report to the Audit and Risk Committee.

Basis for opinion

Audit framework

We conducted our audit in accordance with professional
standards applicable in France. We believe that the audit
evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Our responsibilities under these standards are further
described in the “Responsibilities of the Statutory Auditors
relating to the audit of the consolidated financial statements”
section of our report.

Independence

We conducted our audit engagement in compliance with the
independence rules provided for in the French Commercial
Code (Code de commerce) and the French Code of Ethics
(Code de déontologie) for Statutory Auditors for the period
from January 1, 2020 to the date of our report, and, in
particular, we did not provide any non-audit services
prohibited by Article 5(1) of Regulation (EU) No. 537/2014.

Emphasis of matter

Without qualifying our opinion, we draw your attention to
Note 1 to the consolidated financial statements, "Impacts of
the Covid-19 pandemic”, which sets out the main impacts of
the pandemic for the Group.

Justification of assessments - Key audit
matters

Due to the global crisis related to the Covid-19 pandemic, the
financial statements of this period have been prepared and
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audited under specific conditions. Indeed, this crisis and the
exceptional measures taken in the context of the state of
sanitary emergency have had numerous conseguences for
companies, particularly on their operations and their
financing, and have led to greater uncertainties on their
future prospects. Those measures, such as travel restrictions
and remote working, have also had an impact on the
companies’ internal organization and the performance of the
audits.

It is in this complex and evolving context that, in accordance
with the requirements of Articles L.823-9 and R.823-7 of the
French Commercial Code relating to the justification of our
assessments, we inform you of the key audit matters relating to
the risks of material misstatement that, in our professional
judgment, were the most significant in our audit of the
consolidated financial statements, as well as how we addressed
those risks.

These matters were addressed as part of our audit of the
consolidated financial statements as a whole, and therefore
contributed to the opinion we formed as expressed above.
We do not provide a separate opinion on specific items of the
consolidated financial statements.

Recognition of revenue and margins under support-by-the-hour
contracts
Notes 2.9, 3.a and 7 to the consolidated financial statements

Risk identified

The Group has entered into support-by-the-hour engine base
maintenance contracts with certain customers spanning
several years.

As described in Notes 2.g and 3.a to the consolidated
financial statements, revenue on these contracts is
recognized over time, based on the costs incurred to date as
a percentage of the total estimated costs. A provision is set
aside for any losses as soon as such losses are foreseeable.

Forecast contract margins are regularly revised by
management. This method requires an estimate of results on
completion using future cash flow forecasts that take into
account contractual inputs and commitments as well as other
factors inherent to the contract based on historical and/or
forecast data. This method also requires the use of estimates
used to determine the contract’s stage of completion.

We deemed the recognition of revenue and margins on
support-by-the-hour contracts to be a key audit matter given
the sensitivity of margins on completion to the estimates and
assumptions used by management.
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How our audit addressed this risk

In Group subsidiary Safran Aircraft Engines (Aerospace
Propulsion segment), which accounts for the most significant
support-per-flight-hour contracts, we:

m familiarized ourselves with the procedures for forecasting
contract revenue and contract costs on completion;

m tested the key controls relating to costs incurred on
contracts;

® examined the consistency of the technical and economic
models used to assess the in-flight behavior of the engine
and determine the engine servicing schedule, based on
historical data;

m for each major contract, met with the management
controllers responsible for monitoring the contract
business plans, and assessed, particularly in the context of
the Covid-19 crisis, estimates of contract revenue and
costs on completion, including the degree of uncertainty
applied, in particular by comparing the costs incurred to
date with previous estimates;

m for the most significant contracts, analyzed any changes
in contracts and the reflection of those changes in the
business plans;

m tested, on a sample basis, the existence of the costs
incurred used as the basis to calculate the percentage of
completion of these significant contracts;

® reviewed the consistency of the accounting treatment
used to record revenue with the applicable accounting
standards.

Contract liabilities: performance warranties
and provisions for sales contracts
Notes 2.s, 3.a, 3.b and 24 to the consolidated financial statements

Risk identified

As part of its contractual relations, the Group may recognize
liabilities for contractual guarantee commitments given in
respect of warranties or claims received from customers, in
particular in the Safran Aircraft Engines subsidiary (Aerospace
Propulsion segment):

m provisions for performance warranties recognized under
liabilities cover probable future payments under the
various performance warranties granted by the Group to
its customers in respect of equipment sold. They are
calculated based on technical files and on a statistical basis
taking into account the estimated frequency and probable
cost of repairs ;

m provisions for sales contracts correspond to provisions
booked further to customer claims or when the Group is
exposed to contractual penalties. Provisions are calculated
by management using available information, past experience
and, in some cases, estimates by independent experts.

We deemed this issue to be a key audit matter given the
significance of the amounts in question, the complexity of the
assumptions underlying the estimates, and the degree of
judgment required of management in calculating these
provisions.

How our audit addressed this risk

We obtained an understanding of the procedures
implemented by management to identify and list all risks
relating to contractual commitments in the Safran Aircraft
Engines subsidiary.

For each material risk identified, we reviewed the analysis of
the risk by management, along with the corresponding
documentation and any written consultations from external
advisors, where appropriate. Our work involved:

B meeting with the managers of the main programs to assess
the exhaustiveness of the provisions recognized in light of
the known quality risks; and

m for material risks, examining with management the main
causes and planned corrections for the technical issues
identified;

m familiarizing ourselves with the approach used by
management to estimate the amount of provisions to be
recognized in respect of these risks;

® reconciling the assumptions used to determine warranty
commitments with the technical files and historical data;

m reconciling the estimated cost of repairs used to estimate
warranty commitments with observed historical data;

m analyzing the arithmetic accuracy of the calculations made
and reconciling the input data with contractual data, where
appropriate;

® assessing the consistency with IFRS 15 of the accounting
treatment used to record identified contractual liabilities;

® reconciling the amounts recognized with respect to
customer claims with the requests made by those
customers, and the estimates made by management.

We also analyzed the appropriateness of the disclosures
concerning contract liabilities provided in the notes to the
consolidated financial statements.

Measurement and completeness of foreign currency derivatives

Notes 2.f, 2.w and 31 to the consolidated financial statements

Risk identified

Most of the revenue generated in the aerospace segment is
denominated in US dollars. The net excess of revenues over
expenses for these activities totaled USD 7.5 billion for 2020.
To protect its operating profitability against fluctuations in
the EUR/USD exchange rate, the Group’s policy is to hedge
its USD exposure using foreign currency derivatives and to
maintain the exchange rate above a target hedged rate over
a period of four years.

The main derivatives used in this respect are forward sales and
foreign currency options (accumulators and a combination of
optional instruments, each with or without knock-out barriers).
Options are used to improve the hedged rate with a view to
protecting the Group’s economic performance.

In the balance sheet, the derivatives portfolio is carried at fair
value in accordance with IFRS 9, and represented an amount of
€694 million in assets and €1,244 million in liabilities at
December 31, 2020. Most derivatives are traded over-the-
counter and no quoted prices are available. Consequently, they
are measured using models commonly used by pricing services.

In the income statement, the Group does not apply hedge
accounting as defined by IFRS 9 given the nature of the
instruments used. Consequently, all changes in the fair value
of foreign currency derivatives during the year are included in
financial income (loss). In 2020, the amount recorded in
financial income (loss) represented a negative €191 million.
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We deemed the measurement and completeness of foreign
currency derivatives to be a key audit matter given the
material impacts on the Group’s consolidated financial
statements, the complexity of the valuation models used and
the volume of instruments negotiated.

How our audit addressed this risk

We reviewed the Group’s forex strategy and assessed
whether the information given in this regard in Note 31 to the
consolidated financial statements was appropriate.

As part of our familiarization with the Group’s internal control
procedures, we analyzed the procedures put in place by
management for approving, contracting and booking market
transactions. We also tested the effectiveness of key IT
controls for the applications used by the Cash Management
Department, including the interface with the accounting teams.

In respect of foreign currency derivatives, our procedures
consisted in:

m verifying the reconciliation performed by the Group
between the derivatives portfolio and information received
from bank counterparties, in order to ensure that all
transactions were documented;

m verifying that there was no material discrepancy between
the value of the derivatives estimated by the Group and
the values sent by the bank counterparties;

® carrying out a counter-valuation of a
sample of the derivatives portfolio;

m verifying the disclosures provided in the notes to the
consolidated financial statements and reviewing the
Group’s financial communications regarding foreign
currency transactions.

representative

Impairment testing of intangible assets (goodwill and programs)
and material investments in equity-accounted companies

Notes 2.c, 2j, 2m, 3.a, 12, 13 and 16 to the consolidated
financial statements

Risk identified

In the context of its creation and development, the Group has
carried out acquisitions, including of interests in companies
then accounted for by the equity method, resulting in the
recognition of goodwill and intangible assets relating to
aerospace programs. The Group also capitalizes development
costs when it can be demonstrated that they meet the
requisite criteria, as described in Note 2.j to the consolidated
financial statements.

Goodwill is tested for impairment at the level of each

cash-generating unit (CGU) at least annually and whenever
there is an indication that it may be impaired. Material
investments in equity-accounted companies are also tested
for impairment if an indication of impairment is identified. At
the end of each annual reporting period, management also
performs impairment tests on assets allocated to programs
(aerospace programs and capitalized development costs)
before they begin to be depreciated/amortized, or if events or
circumstances indicate a risk of impairment.

The recoverable amounts of these assets are chiefly
determined by discounting the future cash flows expected to
arise from the CGUs, projects or programs to which the assets
tested relate.
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At December 31, 2020, the carrying amount of goodwill was
€5,060 million, while total other intangible assets represented
€8,676 million, including €703 million relating to aerospace
programs and €3,946 million relating to capitalized
development costs.

At December 31, 2020, investments
companies totaled €2,126 million.

in equity-accounted

We deemed impairment testing of intangible assets and
material investments in equity-accounted companies to be a
key audit matter given their material balances in the
consolidated financial statements and because the calculation
of their recoverable amount requires management to use
major estimates and assumptions.

How our audit addressed this risk

We reviewed the basis for implementing these impairment tests.
In particular, our work consisted in:

m reconciling the elements included in the carrying amount of
each cash-generating unit (CGU), each program and each
material investment in an equity-accounted company with
the net assets recognized in the balance sheet;

m analyzing, in the specific context of the Covid-19 crisis, the
appropriateness of the assumptions underlying the estimates
used by management to forecast its future cash flows, in
particular by reconciling:

e the volumes and production rates associated with the
products sold with information and forecasts provided
by the main contractors and significant stakeholders and
management’s long-term market analyses,

e the growth rate assumptions used to forecast future cash
flows with available independent analyses,

e the various inputs used to calculate the weighted
average cost of capital of each CGU with the rate of
return demanded by market participants for similar
activities, with the support of a valuation expert who
assisted our audit team;

m comparing the analyses performed by management to
ascertain the sensitivity of value in use to reasonably
possible changes, in the specific context of the Covid-19
crisis, in the main assumptions used;

® comparing the consistency of past and future cash flows
with management’s most recent estimates, as presented to
the Board of Directors during the budget process.

We also ensured that the disclosures provided in Notes 2.c,
2j, 2m, 3.3, 12, 13 and 16 to the consolidated financial
statements were appropriate.

Specific verifications

As required by legal and regulatory provisions and in
accordance with professional standards applicable in France,
we have also verified the information pertaining to the Group
presented in the Board of Directors’ management report.

We have no matters to report as to its fair presentation and
its consistency with the consolidated financial statements.

We attest that the information pertaining to the Group
provided in the management report includes the consolidated
non-financial information statement required under Article
L.225-102-1 of the French Commercial Code. However, in
accordance with Article L.823-10 of the French Commercial
Code, we have not verified the fair presentation and
consistency with the consolidated financial statements of the
information given in that statement, which will be the subject
of a report by an independent third party.
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Other verifications and information
pursuant to legal and regulatory
requirements

Presentation of the consolidated financial statements to be
included in the annual financial report

In accordance with professional standards applicable to the
Statutory Auditors’ procedures for annual and consolidated
financial statements presented according to the single
European electronic reporting format, we have verified that
the presentation of the consolidated financial statements to
be included in the annual financial report referred to in
paragraph | of Article L.451-1-2 of the French Monetary and
Financial Code (Code monétaire et financier) and prepared
under the Chief Executive Officer’s responsibility, complies
with this format, as defined by European Delegated
Regulation No. 2019/815 of December 17, 2018.

Regarding the consolidated financial statements, our work
included verifying that the markups in the financial
statements comply with the format defined by the
aforementioned Regulation.

On the basis of our work, we conclude that the presentation
of the consolidated financial statements to be included in the
annual financial report complies, in all material respects, with
the single European electronic reporting format.

It is not our responsibility to ensure that the consolidated
financial statements to be included by the Company in the
annual financial report filed with the AMF correspond to
those on which we carried out our work.

Appointment of the Statutory Auditors

We were appointed Statutory Auditors of Safran SA by the
Annual General Meetings held on May 28, 2008 for Mazars
and on May 27, 2010 for ERNST & YOUNG et Autres.

At December 31, 2020, Mazars and ERNST & YOUNG et
Autres were in the thirteenth and the eleventh consecutive
year of their engagement, respectively.

Responsibilities of management and those
charged with governance for the
consolidated financial statements

Management is responsible for preparing consolidated
financial statements giving a true and fair view in accordance
with International Financial Reporting Standards as adopted
by the European Union and for implementing the internal
control procedures it deems necessary for the preparation of
consolidated financial statements that are free of material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements,
management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as
applicable, matters related to going concern, and using the
going concern basis of accounting, unless it expects to
liguidate the Company or to cease operations.

The Audit and Risk Committee is responsible for monitoring
the financial reporting process and the effectiveness of
internal control and risk management systems, as well as,
where applicable, any internal audit systems, relating to
accounting and financial reporting procedures.

The consolidated financial statements were approved by the
Board of Directors.

Responsibilities of the Statutory Auditors
relating to the audit of the consolidated
financial statements

Objective and audit approach

Our role is to issue a report on the consolidated financial
statements. Our objective is to obtain reasonable assurance
about whether the consolidated financial statements as a
whole are free of material misstatement. Reasonable
assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with professional
standards will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic
decisions taken by users on the basis of these consolidated
financial statements.

As specified in Article L.823-10-1 of the French Commercial
Code, our audit does not include assurance on the viability or
quality of the Company’s management.

As part of an audit conducted in accordance with professional
standards applicable in France, the Statutory Auditors exercise
professional judgment throughout the audit. They also:

m identify and assess the risks of material misstatement in the
consolidated financial statements, whether due to fraud or
error, design and perform audit procedures in response to
those risks, and obtain audit evidence considered to be
sufficient and appropriate to provide a basis for their opinion.
The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control;

® obtain an understanding of the internal control procedures
relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of
the internal control;

® evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by
management and the related disclosures in the notes to the
consolidated financial statements;

m assess the appropriateness of management’s use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant
doubt on the Company’s ability to continue as a going
concern. This assessment is based on the audit evidence
obtained up to the date of the audit report. However,
future events or conditions may cause the Company to
cease to continue as a going concern. If the Statutory
Auditors conclude that a material uncertainty exists, they
are required to draw attention in the audit report to the
related disclosures in the consolidated financial statements
or, if such disclosures are not provided or are inadequate,
to issue a qualified opinion or a disclaimer of opinion;
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m evaluate the overall presentation of the consolidated
financial statements and assess whether these statements
represent the underlying transactions and events in a
manner that achieves fair presentation;

m obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. The Statutory Auditors are
responsible for the management, supervision and
performance of the audit of the consolidated financial
statements and for the opinion expressed thereon.

Report to the Audit and Risk Committee

We submit a report to the Audit and Risk Committee which
includes in particular a description of the scope of the audit
and the audit program implemented, as well as the results of

our audit. We also report any significant deficiencies in
internal control that we have identified regarding the
accounting and financial reporting procedures.

Our report to the Audit and Risk Committee includes the risks
of material misstatement that, in our professional judgment,
were the most significant for the audit of the consolidated
financial statements and which constitute the key audit
matters that we are required to describe in this report.

We also provide the Audit Committee with the declaration
provided for in Article 6 of Regulation (EU) No. 537/2014,
confirming our independence within the meaning of the rules
applicable in France, as defined in particular in Articles L.822-10
to L.822-14 of the French Commercial Code and in the French
Code of Ethics for Statutory Auditors. Where appropriate, we
discuss any risks to our independence and the related safeguard
measures with the Audit Committee.

Paris-La Défense and Courbevoie, March 26, 2021

The Statutory Auditors

ERNST & YOUNG et Autres
Jean-Roch Varon Philippe Berteaux
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3.3 PARENT COMPANY FINANCIAL STATEMENTS AT DECEMBER 31, 2020

Parent company income statement at December 31, 2020

(in € millions) Note 2019 2020

OPERATING INCOME

Revenue 4.1 723 541
Operating expense transfers 4.2 31 )
Reversal of depreciation, amortization and provisions 35 105
Other income 88 88
Operating income (1) 877 727

OPERATING EXPENSES
Cost of goods sold in the year:
® Raw materials - -

m Sub-contracting purchases arn (6)
m Purchases not held in inventory and supplies (20) (28)
m External service expenses (414) (330)
Taxes and duties other than income tax 24) as)
Payroll costs:

® Wages and salaries (160) (139)
® Social security contributions (138) (76)
Charges to depreciation, amortization, provisions and impairment:

m Charges to depreciation, amortization and impairment of non-current assets (39) (36)
Charges to provisions for contingencies and losses mo) (26)
Other expenses a3) (150)
Operating expenses (2) (944) (806)
Loss from operations (1)-(2) (67) (79)
Financial income 1,347 1,760
Financial expenses (72) (89)
Financial income 4.3 1,275 1,671
Profit from ordinary activities before tax 1,208 1,592
Non-recurring income 1o 172
Non-recurring expenses 40) (186)
Non-recurring income (expense) 4.4 70 14)
Income tax benefit 4.5 1 59
Movements in provisions set aside to cover income taxes of loss-making

subsidiaries 4.5 8 e
PROFIT FOR THE PERIOD 1,297 1,647
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Parent company balance sheet at December 31, 2020

Assets
Depreciation,
Gross carrying  amortization and
(in € millions) Note Dec. 31,2019 amount impairment
Intangible assets 3.1 33 173 152 21
m Other intangible assets 33 173 152 21
Property, plant and equipment 3.1 13 252 149 103
Financial assets 3.1 18,210 18,298 123 18,175
m Equity investments 17,946 17,987 46 17,941
m Other financial assets 264 3N 77 234
Total non-current assets 18,356 18,723 424 18,299
Payments on account 3.2 1 1 o 1
Trade receivables 3.2 162 74 - 74
Other receivables 3.2 460 402 1 401
Group current accounts 3.2 3,384 3,564 12 3552
Marketable securities 3.3 1,768 1,693 - 1,693
Cash at bank and in hand 3.3 800 1,795 - 1,795
Prepayments 3.5 27 17 - 17
Total current assets 6,602 7,546 13 7,533
Unrealized foreign exchange losses 3.6 264 358 - 358
TOTAL ASSETS 25,222 26,627 437 26,190

Equity and liabilities

(in € millions) Note Dec. 31, 2019 Dec. 31, 2020

Share capital 3.8 85 85
Other equity 3.8 8,660 9,957
Tax-driven provisions 3.8 20 21
Profit for the period 3.8 1,297 1,647
Total equity 10,062 11,710
Provisions for contingencies and losses 3.9 627 544
Bond issue 3.10 1,900 2,400
USD senior unsecured notes issue 3.10 930 1,393
Other loans and borrowings 3.10 2,842 1,945
Group current accounts 3.10 7,877 7,21
Advances and downpayments received 3.10 7 14
Trade payables 3.10 203 146
Other liabilities 3.10 595 514
Deferred income 3.1 2 18
Financial liabilities, operating payables and miscellaneous liabilities 14,356 13,641
Unrealized foreign exchange gains 3.12 177 295
TOTAL EQUITY AND LIABILITIES 25,222 26,190
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Parent company statement of cash flows

(in € millions) 2019 2020

I. CASH FLOW FROM OPERATING ACTIVITIES

Profit for the period 1,297 1,647
Non-cash income and expenses
Depreciation, amortization, impairment and provisions 86 49)
Capital gains and losses on asset disposals (59) 1
Cash flow from operations, before change in working capital 1,324 1,600
Net change in current accounts® 574 (828)
Net change in other receivables and payables (196) 65
Changes in working capital 378 (763)
TOTAL | 1,702 837

Il. CASH FLOW FROM (USED IN) INVESTING ACTIVITIES

Payments for purchases of intangible assets and property, plant and equipment, 16 as)
net of proceeds

Payments for purchases of equity investments and other financial assets, net of proceeds (972) 65
TOTALII (956) 50

Ill. CASH FLOW FROM (USED IN) FINANCING ACTIVITIES

Dividends paid to shareholders (785) -
Increase in borrowings - 542
Repayment of borrowings and long-term debt (223) (136)
New bond issue - 1,000
Bond redemption (500) (500)
Change in long-term borrowings® 18 (79)
Change in short-term borrowings 1,169 (761)
Change in share capital 2 (¢}

TOTAL 1l (319) 66
NET INCREASE IN CASH AND CASH EQUIVALENTS I+11+111 427 952
Cash and cash equivalents at beginning of period 2,141 2,568
Reclassification of Oddo liquidity agreement to financial assets - (33)
Cash and cash equivalents at end of period 2,568 3,488
Net increase in cash and cash equivalents 427 952

(D Classified in operating items in view of the nature of the Company’s operations.
(2) Impact resulting from the translation into euros of USD senior unsecured notes at the closing exchange rate.
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The data set out below are an integral part of the parent company financial statements. They are expressed in millions of euros

unless otherwise indicated.
The 2020 financial year spans 12 months.

Safran may also be referred to as “the Company” in these notes.

The total balance sheet at December 31, 2020 prior to the appropriation of profit represents €26,189,851,792.

Accounting profit for 2020 represents €1,647,405,156.

NOTE 1

1.1  Activity of the Company

As the Group’s parent company, Safran performs the
following functions for the Group companies:

®m it holds and manages shares in the main Group subsidiaries;

m it steers and develops the Group, determining: Group
strategy; research and technology (R&T) policy; sales
policy; legal and financial policy; human resources policy;
personnel training, retraining and skills matching by Safran
University; communications; and oversight of operations;

®m it provides:

e support on legal, taxation and financial matters, essentially
in the following areas: cash pooling as part of the
management of advances and investments between Safran
and each Group company; currency risk management
policy as part of efforts to protect companies and reduce
uncertainty regarding the economic performance of
operating subsidiaries resulting from fluctuations in
exchange rates (mainly USD); and tax consolidation in
jurisdictions where Safran is liable for the entire income tax
charge, additional income tax contributions and the annual
minimum tax charge due by the tax group comprising itself
and its tax-consolidated subsidiaries, and

e services within the scope of Shared Services Centers in the
following areas: payroll administration and management,
recruitment, non-production purchases, IT, and some
accounting services.

1.2 2020 highlights

The Covid-19 health crisis had a severe impact on global air
traffic and the aerospace industry.

Going concern and liquidity

At December 31, 2020, the Company’s cash and cash
equivalents amounted to €3,488 million.

Amounts outstanding under Safran’s commercial

program (NEU CP) comprised:

m €1,322 million, including several drawdowns with maturities
of less than one year; and

m €425 million subscribed by a corporate mutual fund of the
Group employee savings plan.

paper

Safran has a €2,520 million revolving credit facility, available
until December 2022. This facility primarily serves as a back-up
for the NEU CP program, in the event that the commercial

ACTIVITY OF THE COMPANY AND 2020 HIGHLIGHTS

paper market dysfunctions. The maximum amount available
under the NEU CP program is €3,000 million.

On April 22, 2020, Safran set up a €3,000 million bridge
facility with a syndicate of French and international banks
aimed at maintaining the Group’s flexibility.

m On May 15, 2020, Safran refinanced €800 million by issuing
seven-year bonds convertible and/or exchangeable for new
and/or existing shares ("OCEANE" bonds) paying an annual
coupon of 0.875%, with a conversion premium of 40%.

® On June 29, 2020, Safran also issued €564 million in senior
unsecured notes on the US private placement market (USPP).

m On October 12, 2020, Safran carried out a €200 million tap
issue of OCEANE bonds maturing on May 15, 2027 and
with an issue premium of €18 million.

Following these refinancing operations, the bridge facility
was reduced to €1,425 million, none of which had been
utilized at December 31, 2020.

Based on the above, Safran has sufficient liquidity to fund the
Group’s operations.

Adaptation plan

In light of the crisis, the Company’s objective was to reduce
costs.

After introducing furlough and short-time working measures
in the second and third quarters of 2020, Safran implemented
a long-term furlough scheme (activité partielle longue durée)
in France with effect from October 1, 2020.

Public grants for the various furlough and short-time working
schemes were recognized as a deduction from personnel
costs.

In France, a Group “Activity Transformation” agreement was
signed on July 8, 2020 between Safran management and the
trade unions at Group level. The purpose of the agreement is
to enable the Company to adapt its costs to weather the
crisis, while protecting jobs and the skills needed to
safeguard the recovery.

The agreement sets a framework for the implementation of the
long-term furlough scheme adopted by the French Parliament
on June 17, 2020.

The agreement is effective until December 31, 2021 and is
applicable in all subsidiaries in which the Group has a
shareholding of 50% or more.
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The measures of the agreement include:
B encouraging voluntary early retirement;

® promoting internal and external mobility, based in
particular on secondment arrangements and special leave;

® capping optional employee profit-sharing for 2020 and 2021;

m suspending the Company top-up contribution to invested
employee savings in 2021;

m suspending supplementary retirement contributions for
engineers and managerial-grade employees (cadres) in 2021,

® making use of training and other new schemes made
available to businesses.

The agreement also includes a clause whereby some or all
specified measures may be adjusted in 2021 depending on
the level of recovery in the Group’s businesses.

A progress review to be conducted at the end of 2021 will
determine whether or not the existing agreement should be
extended or a new agreement signed, depending on how the
situation has evolved.

In 2020, the costs relating to voluntary early retirement and
external mobility measures were recognized in an amount of
€0.5 million. Provisions were set aside for separations in 2021
in an amount of €3.5 million and are included in “Provisions
for contingencies and losses”.

Description of the impacts of Covid-19

The impacts of the pandemic on the Company’s businesses
affect the whole income statement and balance sheet and not
just individual line items.

The definition of non-recurring items remains unchanged
from previous reporting periods.

Dividend distribution

In light of the Covid-19 pandemic and following a
recommendation from the Board of Directors, the Annual
General Meeting of May 28, 2020 decided not to pay a dividend
in 2020 for the 2019 financial year.

Long-term incentive plans

The Board of Directors periodically grants performance
shares to Group employees and corporate officers.

The vesting of these performance shares is subject to the
achievement of internal and external performance conditions,
which are assessed over three full consecutive fiscal years,
including the year in which the performance shares are
granted. In addition, the shares will only vest if the
beneficiaries still form part of the Company at the vesting date.
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In connection with the Covid-19 pandemic, Safran revised the
assumptions regarding the achievement of internal
performance conditions, giving rise to a decrease in the
estimated amount of likely awards.

Safran Sharing 2020

In March 2020, the Group launched "Safran Sharing 2020", an
employee shareholding plan based on the sale of existing
shares. Offered to more than 87,000 employees in
16 countries, the plan is consistent with the Safran Group’s
policy of increasing employee share ownership and aims to
forge a more lasting association between employees and the
Group’s development and performance. The plan also helps
strengthen the integration of employees who joined the
Group at the time of the acquisition of the former Zodiac
Aerospace in 2018.

The plan includes a leveraged formula based on an exchange
contract with a bank which supplements the employee’s
investment, bringing the total amount invested to ten times
the employee’s personal contribution. Upon expiration of the
plan (five-year lock-up period except if an early release event
occurs), employees receive at least their personal contribution
plus a percentage of the capital gain recognized on all
subscribed shares (with “ratchets” applicable if the share price
increases by 10%, 30% and 50% over the reference price).

Each employee’s personal contribution is capped at €800. The
offer concerns a maximum of 1.8 million shares.

The shares were subscribed by beneficiaries either through a
corporate mutual fund (the Group’s French companies’
savings plan and the Group’s international savings plan) or
directly, depending on the country in which the beneficiary is
based.

Subscribers to the plan will be required to hold the shares or
units until June 4, 2025, except if an early release event
occurs. The purchase price was set at €60.98 on May 5, 2020
and reflects the reference price (volume-weighted average
price of Safran shares on the Euronext Paris market during
the 20 trading days preceding the date on which the
purchase price was set), less a discount of 20%.

At the end of the revocation period (May 7-12, 2020), as
subscriptions to the offer exceeded the maximum limit, the
guantities were capped. A total of 1,799,992 shares were
purchased. The offer closed on June 4, 2020 and was
subscribed by 34,928 employees in 16 countries.

The offer was covered by shares held in treasury acquired
at an average price of €133. Accordingly, Safran recognized
a €135 million loss on disposal of marketable securities in
non-recurring items.

Safran rebilled the costs of this operation to the various
Group companies for their respective share.



NOTE 2 ACCOUNTING POLICIES

2.1 Accounting rules and methods

Standards applied

The parent company financial statements for the year ended
December 31, 2020 have been prepared in accordance with
the rules and regulations applicable in France as set out in the
French General Chart of Accounts (Plan comptable général)
and defined in Regulation 2014-03 issued by the French
accounting standards-setter (Autorité des normes comptables
- ANC) (consolidated version of January 1, 2020).

The Company has applied the ANC’s recommendations on the
manner in which issuers should account for the impacts of
Covid-19 in the financial statements.

The financial statements have been prepared on a going
concern basis using the accruals basis of accounting and
consistent methods, in accordance with the basic principle of
prudence and with the general rules for preparing and
presenting parent company financial statements, in order to
provide a true and fair value of the Company.

Unless otherwise stated, accounting items are carried at
historical cost.

2.2 Intangible assets
All intangible assets are valued at purchase cost.

The gross cost of intangible asset items is amortized over the
expected useful life of these assets using the straight-line
method:

m patents and licenses are amortized over the shorter of the
period of legal protection and period of effective use;

m application software is carried at purchase cost plus any
development costs incurred in order to bring it into
operation, and is amortized on a straight-line basis over a
period of one to five years.

Research and development costs are recorded as expenses in
the period in which they are incurred.

2.3 Property, plant and equipment

As required by the applicable accounting regulations (CRC
Regulation 2004-06 issued by the Accounting Standards
Committee), since January 1, 2005 property, plant and
equipment have been depreciated over their useful lives.

Property, plant and equipment are recorded in the balance
sheet at historical purchase cost less accumulated depreciation
and impairment losses.

Purchase cost comprises the purchase price, ancillary fees
and all costs directly attributable to bringing the asset to the
location and condition ready for its intended use.

Assets purchased in a foreign currency are translated into
euros at the exchange rate prevailing on the transaction date.

Assets produced by the Company are recorded at production
cost.
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In compliance with CRC Regulation 2004-06, significant
components of certain assets such as buildings whose useful
lives differ from that of the asset as a whole are recognized
and depreciated separately. Interest accrued on borrowings
during the development and construction phases is not
included as part of the cost of the assets concerned.

Depreciation

The main useful lives applied to property,
equipment are as follows:

plant and

buildings 15 to 40 years

building improvements, 10 years
fixtures and fittings

m office furniture 6 years

and 8 months

m office equipment 6 years

and 8 months
4 years
3to 10 years

m vehicles

m technical installations, equipment,
industrial tools and other

Property, plant and equipment are depreciated on a straight-
line or declining-balance basis.

Impairment

If there is evidence that an asset may be impaired at year-
end, the Company performs an impairment test. The
Company considers external indications of impairment such
as events or changes in the market environment with an
adverse impact on the entity that occurred during the
reporting period or will occur in the near future, along with
internal indications of impairment such as obsolescence or
significant changes in the way in which an asset is used.

Impairment is recognized in the income statement when the
recoverable amount of the asset falls below its carrying
amount. Recoverable amount is the higher of fair value and
value in use.

Fair value is the amount for which an asset could be
exchanged between knowledgeable, willing parties in an
arm’s length transaction, less costs to sell. Value in use is
based on the present value of expected future cash flows,
calculated using a benchmark discount rate which reflects the
Group’s weighted average cost of capital.

2.4 Financial assets

Financial assets are recorded at purchase price.

Treasury shares

Within the scope of the share buyback program set up for
purposes other than for remittance to employees, the treasury
shares purchased are included in other financial assets.

Treasury shares are recorded at purchase cost. Fair value is
equal to the lower of purchase cost and the average stock
market price for the month preceding the year-end.

Impairment is recognized when the carrying amount (average
share price for the month preceding the period-end) is lower
than the purchase price.
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However, the following specific accounting rules apply for
stock option and free share plans or any other type of
employee share ownership plan:

® when shares are earmarked for a specific stock option plan
whose exercise is considered probable, an additional
calculation is performed for each plan. A contingency
provision is recorded when the option exercise price is less
than the fair value;

® when shares are allocated to a specific free share plan, their
carrying amount corresponds to either (i) the purchase
price of the shares if they were allocated to the plan as from
its inception, or (ii) the carrying amount of the shares at the
date they are reclassified if they are allocated to the plan
subsequent to their acquisition. These shares are not
measured at fair value due to the underlying commitment to
grant them to employees, which is covered by a provision
recorded under liabilities in the balance sheet;

® shares acquired with a view to their
cancellation are not impaired.

subsequent

Equity investments

The 2007 French Finance Act introduced a tax treatment for
equity investment acquisition expenses requiring their
capitalization (inclusion in the cost price of securities) and
amortization over a period of five years by way of
accelerated tax depreciation.

Therefore, in accordance with the opinion issued by the CNC
Urgent Issues Taskforce (Comité d’urgence) on June 15, 2007,
the Company elected for a change in tax option from
January 1, 2007, whereby the gross carrying amount of equity
investments purchased after this date corresponds to the
purchase price of the securities plus acquisition expenses.
These acquisition expenses are then subject to accelerated
tax depreciation over a period of five years.

Where the recoverable amount of equity investments is less
than their carrying amount, impairment is recognized for the
amount of the difference.

The fair value of equity investments is calculated:

® based on their average stock market price for the month
preceding the year-end for listed investments;

® based on their share in net equity, adjusted where
appropriate for significant unrealized capital gains net of
taxes; or

® based on the intrinsic value of equity, reflecting the present
value of the expected future cash flows (enterprise value),
less debt where appropriate, for other equity investments.

Provisions are recorded in respect of loans and other financial
assets when their recovery is uncertain.

The merger deficit is tested annually for impairment. In the
event that any of the underlying equity investments are sold,
the portion of the deficit allocated to the investment
concerned is released to the income statement.

2.5 Receivables and payables

Receivables and payables are recorded at nominal value.

Impairment in value is recognized on receivables where their
recoverable amount is less than their carrying amount.

Foreign currency transactions

Foreign currency transactions are recorded at the exchange
rate prevailing at the transaction date.

Receivables and payables in foreign currencies are translated
into euros at the exchange rate prevailing at year-end, while
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any resulting translation gains or losses are recorded under
unrealized foreign exchange gains or losses.

A provision is set aside for any unrealized foreign exchange
losses at December 31, unless the losses are offset by
potential gains in the same currency and over the same
period.

2.6 Marketable securities

Marketable securities are measured as described below:

m the gross value of marketable securities reflects their
purchase price excluding ancillary fees;

m when the fair value of marketable securities, determined
based on their value in use and their probable trading
value, is less than their gross carrying value, impairment is
recognized for the amount of the difference. The fair value
of listed securities is determined based on their average
stock market price for the month preceding the year-end.

2.7 Cash at bank and in hand

This caption consists mainly of bank accounts held by the
Company.

Foreign-currency denominated liquid assets held at year-end
are translated into euros at the exchange rate prevailing at
December 31.

Any resulting translation gains or losses are recorded in
financial income and expenses.

2.8 Tax-driven provisions

Increases in standard depreciation and amortization rates for
intangible assets and/or property, plant and equipment, as
permitted by the tax authorities to encourage investment, are
considered as "accelerated tax depreciation/amortization”
and are recorded in tax-driven provisions in equity.

Provisions for accelerated tax depreciation/amortization are
also recorded in respect of equity investment acquisition
expenses.

2.9 Provisions for contingencies
and losses

A provision is recognized when the Company has a present
obligation and it is likely or certain that this obligation will
give rise to an outflow of economic resources with no
equivalent consideration in return.

Provisions for contingencies and losses are recognized as
described below:

m provisions for contingencies are set aside based on the risk
known at the end of the current reporting period. The
amount of the provision reflects the amount of any damages
claimed or estimated based on the progress of proceedings
and on the opinion of the Company’s legal counsel;

m provisions for losses mainly concern the expense relating
to the refund of tax savings made on loss-making
subsidiaries, and employee benefit obligations.

Employee benefit obligations

The Company has various obligations under defined benefit
plans for which it sets aside provisions. The most important
of these obligations are described below:

m the Company’s obligations for end-of-career bonuses
payable pursuant to the metallurgy industry collective
bargaining agreement or company agreements;



m a defined benefit supplementary pension plan that was
closed to new entrants on December 31, 2017 and under
which all conditional entitlements were frozen as of
December 31, 2016;

m the beneficiaries of this closed plan are Group executive
managers with five years’ service at December 31, 2017.

These obligations are recognized and measured in
accordance with ANC Recommendation 2013-02 on the
recognition and measurement of employee benefit
obligations. All obligations under defined benefit plans are
measured by an independent actuary.

Where appropriate, the impact of changes in actuarial
assumptions underlying the calculation of post-employment
benefits (end-of-career bonuses and top-hat retirement
plans) is spread over the expected average remaining
working lives of employees in accordance with the corridor
method. Any liabilities not covered by a provision (actuarial
differences and unrecognized past service costs) are
presented in off-balance sheet commitments.

All components of the net periodic pension cost (service cost,
amortization of actuarial gains and losses, impacts of plan
amendments, interest cost and return on plan assets) are
recorded in the income statement.

In addition, employees are eligible for defined contribution
pension plans, including:

m statutory pension plans;
m complementary pension plans;

® supplementary “Article 83” pension plans (for engineers and
managers) and additional “Article 83” and “Article 82” plans
for executive managers).

The expense for the year corresponding to the Company’s
contributions is presented in the income statement.

2.10 Financial instruments

Foreign currency hedges

To protect its earnings, the Safran implements a hedging
policy with the aim of reducing uncertainty factors affecting
the Group’s operating profitability and allowing it to adapt its
cost structure to a volatile monetary environment.

Hedging policy

Three basic principles underscore the foreign currency risk
management policy defined by Safran for most of its
subsidiaries:

m to protect the Group’s economic performance from
random fluctuations in the US dollar;

m to optimize the quality of hedging whenever possible,
without jeopardizing the Group’s economic performance
(first principle);

m provide visibility as regards the exchange rate applied in
the Group’s consolidated financial statements.

Protecting economic performance means setting a minimum
USD exchange rate parity over an applicable term. Minimum
parity corresponds to a USD exchange rate that allows all
Safran subsidiaries to meet their operating profit targets.
Hedging arrangements have been made accordingly over a
timeframe of three to four years.
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Management policy

The hedging policy is based on managing the financial
instrument portfolio in order to guarantee a predefined
minimum parity.

In building up its hedging portfolio, the Group primarily uses
forward sales, accumulators and a combination of options.
Certain instruments include knock-in or knock-out barrier
options, representing a risk to the size of the hedge book and
to targeted hedge rates in certain cases of exchange rate
fluctuations.

Optimization measures are also used with a view to
improving the minimum exchange rate parity, and seek to
protect the Group’s economic performance at all times. They
are based on products that allow the Group to take
advantage of any improvement in the underlying exchange
rate parities.

The fair value of financial instruments set up by Safran to
hedge the net position of foreign-currency denominated
operating receivables and payables of subsidiaries covered
by a Safran foreign exchange guarantee is recorded in the
balance sheet.

The fair value of financial instruments used to hedge future
transactions denominated in foreign currencies is not
recorded in the balance sheet.

Premiums paid and received on options are initially recorded
in the balance sheet and then released to the income
statement on maturity or expiration of the options.

Foreign currency gains and losses arising on these transactions
along with hedging gains and losses transferred to
subsidiaries are recorded as foreign exchange gains and losses.

Interest rate hedges

The Company may use interest rate swaps to hedge its
exposure to changes in interest rates. The Company may use
interest rate swaps to hedge its exposure to changes in
interest rates.

2.11 Revenue

Revenue recognized by the Company mainly arises from the
provision of services and general assistance provided to the
Group’s subsidiaries.

Recurring services are billed on a monthly basis.

2.12 Non-recurring income

In particular, non-recurring items include capital gains and
losses arising on the sale of non-current assets, including
treasury shares.
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2.13 Income tax and tax consolidation

in France
The Company elected for the Group tax consolidation regime
set out in Articles 223-A to 223-Q of the French Tax Code
(Code général des impdts), and a tax consolidation group

was set up by Safran SA, registered in Paris under number
RCS 562 082 909 on January 1, 2005.

In fiscal 2020, the tax consolidation group included the
following companies:

m Safran (head of the tax group)
Etablissements Vallaroche

Galli Participations

Lexvall 22

Lexvall 24

Lexvall 25

Safran Additive Manufacturing Campus
Safran Aero Composite

Safran Aerosystems

Safran Aerosystems Ducts
Safran Aerosystems Fluid

Safran Aerosystems Hydraulics
Safran Aerosystems Services Europe
Safran Aerotechnics

Safran Aircraft Engines

Safran Cabin France

Safran Ceramics

Safran Corporate Ventures
Safran Data Systems;

Safran Data Systems Investment
Safran Electrical & Power
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Safran Electrical Components

Safran Electronics & Defense

Safran Electronics & Defense Actuation

Safran Electronics & Defense Cockpit Solutions

Safran Engineering Services

Safran Filtration Systems

Safran Helicopter Engines

Safran International Resources

Safran Landing Systems

Safran Landing Systems Services Dinard

Safran Nacelles

Safran Power Units

Safran Reosc

Safran Seats

Safran Transmission Systems

Safran Ventilation Systems

Snecma Participations

SSI

m Vallaroche Conseil

In accordance with the tax consolidation agreements entered
into between Safran and its subsidiaries, each subsidiary in
the tax group records in its accounts the amount of tax that it
would have paid on a stand-alone basis. Any tax savings or

additional liabilities arising as a result of tax consolidation are
recorded by Safran in its capacity as head of the tax group.

Any tax savings arising on the use of tax losses of subsidiaries
in the tax consolidation group are recorded in Safran’s income
statement and neutralized by way of a provision. This provision
is released to profit or loss when prior year losses are used by
the consolidated subsidiary or when they become time-barred
and may no longer be used by the subsidiary concerned.
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NOTE3 NOTES TO THE BALANCE SHEET

3.1 Intangible assets, property, plant and equipment and financial assets

Gross carrying amount

Movements in non-current assets break down as follows:

Acquisitions,
contributions, Sales, spin-offs,

@in € millions) Dec. 31, 2019 creations, increases  Reclassifications decreases Dec. 31, 2020
Conc_ess_ions_, patents, licenses, software 159 1 12 m

and similar rights

Intangible assets in progress 12 2 12) - 2
Intangible assets 171 3 - (¢)] 173
Land 5 - - - 5
Buildings 1o 1 1 - 12
Installations, equipment and tools 38 1 12 - 51
Other property, plant and equipment 73 5 3 5) 76
Property, plant and equipment in progress 18 6 e) - 8
Payments on account 1 - - m -
Property, plant and equipment 245 13 - (6) 252
Financial investments®®® 17,989 - - 2 17,987
Loans to equity investments® 219 12 - (64) 167
Other long-term investments 78 - - - 78
Loans 12 - - [©)] n
Other financial assets®® 32 265 27 (269) 55
Financial assets 18,330 277 27 (336) 18,298
TOTAL NON-CURRENT ASSETS 18,746 293 27 (343) 18,723

(D In accordance with ANC Regulation 2015-06, the merger deficit has been classified within financial investments as a result of
its allocation to unrealized capital gains on equity investments for an amount of €9,064 million. The merger deficit breaks
down as follows:

- the Snecma/Sagem merger for €3,069 million;,
- the Safran/Zodiac Aerospace merger for €5,995 million.

(2) The decrease in financial investments is attributable to the disposal of Eurotradia shares for €2 million.

(3) Special Safran Electronics & Defense and Safran Electrical & Power dividends in favor of Safran SA were distributed by Galli
Participations in accordance with the provisions of Article 115-2 of the French Commercial Code on January 1, 2020. This
transaction did not have any impact on the overall value of the securities recorded in the balance sheet.

(4) Changes in loans to equity investments solely reflect grants and repayments of intragroup loans.

(5) Reclassifications for €27 million mainly correspond to the transfer of treasury shares at December 31, 2019 from “Marketable
securities” to “Other financial assets” effective January 1, 2020.

(6) Acquisitions and disposals chiefly correspond to treasury share transactions carried out under the liquidity agreement entered
into in 2012 with Oddo BHF. At December 31, 2020, 266,000 shares were held in connection with the liquidity agreement.

Depreciation and amortization

(in € millions) Dec. 31, 2019 Additions Reversals Dec. 31, 2020

Concessions, patents, licenses, software and similar rights 138 15 ©) 152
TOTAL INTANGIBLE ASSETS 138 15 () 152
Land 1 - - 1
Buildings 60 7 - 67
Installations, equipment and tools 16 5 - 21
Other property, plant and equipment 55 9 4) 60
TOTAL PROPERTY, PLANT AND EQUIPMENT 132 21 4) 149

Asset impairment

(in € millions) Dec. 31, 2019 Additions Reversals Dec. 31, 2020

Impairment of financial assets 120 3 - 123
Impairment of current assets 18 - (5) 13
TOTAL 138 3 (5) 136
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List of subsidiaries and investments

Disclosures provided in accordance with Article R.123-197.2 of the French Commercial Code

Company

Business line

Share

capital

Equity other
than share
capital

and profit

% share
% voting capital
rights held

A. DETAILED INFORMATION ON SUBSIDIARIES AND ASSOCIATES WHOSE GROSS CARRYING AMOUNT EXCEEDS 1%
OF SAFRAN’S SHARE CAPITAL (l.E., €0.8 MILLION)

1. Subsidiaries (more than 50%-owned)

a) French companies

= ArianeGroup Holding (SIREN: 519032171, Paris, France) Holding company  374. 3,275.7 50.0 50.0
s Etablissements Vallaroche (SIREN: 542028154, Paris,
France) Holding company 15.6 (1.5) 100.0 100.0
= Galli Participations (SIREN: 402112403, Paris, France) Holding company 334.0 1,469.6 100.0 100.0
= Safran Additive Manufacturing Campus (SIREN:
815255773, Paris, France) Holding company 10.0 0.0 100.0 100.0
= Safran Aircraft Engines (SIREN: 414815217, Paris, France) Propulsion  154.1 391.0 97.4 97.4
= Safran Ceramics (SIREN: 440513059, Le Haillan, France) Propulsion 0.1 21.5 100.0 100.0
= Safran Electrical & Power (SIREN: 301501391, Blagnac,
France) Aircraft Equipment 19.4 197.4 78.4 78.4
= Safran Electronics & Defense (SIREN: 480107911,
Boulogne-Billancourt, France) Defense  45.6 489.9 65.3 65.3
= Safran Helicopter Engines (SIREN: 338481955, Bordes,
France) Propulsion  38.8 60.3 100.0 100.0
= Safran Landing Systems (SIREN: 712019538, Vélizy-
Villacoublay, France) Aircraft Equipment 83.7 407.6 100.0 100.0
= Safran Nacelles (SIREN: 352050512, Gonfreville-I’Orcher,
France) Aircraft EQuipment  56.7 42.0 88.5 88.5
= Safran Transmission Systems (SIREN: 692015217,
Colombes, France) Aircraft Equipment  36.8 16.4 100.0 100.0
= Safran Ventilation Systems (SIREN: 710802547, Blagnac,
France) Aircraft Equipment 1.3 10.6 100.0 100.0
b) Foreign companies
= Safran Aero Boosters Propulsion 54.9 654.7 67.2 67.2
= Safran China® Holding company 2.6 2.4 100.0 100.0
= Safran Electrical Power UK Ltd Aircraft EQuipment 255.5 (72.) 100.0 100.0
= Safran Maroc® Holding company 1.8 (0.4) 100.0 100.0
= Safran Servigos de Suporte de Programas Aeronauticos® Aircraft Equipment 0.2 0.0 100.0 100.0
= Safran UK Ltd Holding company 18.0 11 100.0 100.0
= Safran USA Inc. Holding company  0.0® 1,669.3 100.0 100.0
2. Investments (10%- to 50%-owned)
a) French companies
m Corse Composites Aéronautiques® Aircraft Equipment 1.7 42.0 24.8 24.8
m FCPR Aerofund Il Investment fund 75.0 16.6 16.6
= FCPR Aerofund Il Investment fund  167.0 18.0 18.0
= Mobiwire® Communications 2.0 1.0 10.6 0.0

B. SUMMARY INFORMATION CONCERNING OTHER SUBSIDIARIES AND INVESTMENTS

1. Subsidiaries (more than 50%-owned)

(a) French companies
(b) Foreign companies

2. Investments (10%- to 50%-owned)

(a) French companies
(b) Foreign companies

(DD For foreign companies, share capital, equity, revenue and profit amounts were translated into euros at the exchange rate

prevailing at December 31, 2020.

(2) Additional paid-in capital of US-based entities is shown under “Equity other than share capital and profit”.
(3) Situation at December 31, 2019.
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Carrying amount of investments

Outstanding loans Guarantees and Dividends
and advances endorsements given . TECE.'VEd by .
Gross Net granted by the Company 2020 revenue 2020 profit ~ Safranin 2020  Receivables Payables
1,510.9 1,510.9 19.1 atn 131.0
62.8 32.9 (2.0) 251
1,793.1 1,7931 4.5 4.1 197.0 481 3.0 192.5
10.0 10.0 3.4
195.4 195.4 m 6,655.4 555.6 1,063.5 9.0 2,7371
403 40.3 11 277 4.4 21 83.3 28.9
247.8 247.8 396.9 631.0 10.2 48.3 17.9 15.2
595.7 595.7 115.3 1,275.3 122.0 59.5 35.9 145.7
539.0 539.0 0.3 1,286.1 132.2 0.9 126.5
560.5 560.5 0.2 1,506.7 127.0 2420 259.3 29.8
924.2 924.2 774.2 1,194.2 14.6 86.9 2279 15.6
163.8 163.8 98.9 330.8 64.8 116.8 3.9 16.0
412 41.2 79.5 8.9 15.6 21.8
115.6 115.6 466.2 84.8 0.5 906.6
25 2.5 17.2 0.8 0.4
2751 2751 32.6 115.4 (3.9) 60.1
1.8 13 1.7 0.0 0.1
1.5 0.8 0.1 0.01
40.0 27.3 5.8 8.1 01 2.2
1,774.3 1,774.3 96.5 20.4 2.3 1131.2
1.0 1.0 77.4 21
4.8 4.8
17.2 17.2
1.0 0.0 73.4 0.7
0.0 0.0
2.6 1.5 25.7 1.4
0.5 0.5 3.5 0.6
0.0 0.0
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3.2 Receivables

Receivables break down as follows at December 31, 2020:

Gross carrying amount

(in € millions)

at Dec. 31, 2020

Less than 1year  Between 1and 5 years More than 5 years

Payments on account made on outstanding orders

1 1 - -

Trade receivables 74 59 15 -
Operating receivables 75 60 15 -
Miscellaneous receivables 402 399 3 -
Group current accounts 3,564 3,564 - -
Prepayments 17 17 - -
Unrealized foreign exchange losses 358 197 - 161
Other receivables 4,341 4,177 3 161
Impairment a3) a3) - -
TOTAL 4,403 4,224 18 161

3.3 Marketable securities, cash at bank and in hand

These captions break down as follows:

(in € millions) Dec. 31, 2019
Marketable securities 1,768 1,693
Cash at bank and in hand 800 1,795
MARKETABLE SECURITIES, CASH AT BANK AND IN HAND 2,568 3,488

Marketable securities comprise:

(in € millions) Dec. 31, 2019
Treasury shares 296 3
Other securities 1,472 1,690
TOTAL 1,768 1,693

Treasury shares

Dec. 31, 2019 Purchase Sale Reclassifications
Number of shares 2,536,882 62,500 (2,370,731) (188,567) 40,084
Gross value (in € millions) 296 5 2710 27) 3
Impairment (in € millions) - - - - -
Net value (in € millions) 296 - - - 3

Acquisitions correspond to the purchase of 62,500 shares in
connection with the implementation of a share buyback
program in connection with employee shareholding plans.

Disposals comprise:

m the delivery of a total of 570,739 shares to cover employee
shareholding plans and a multi-year variable compensation
plan;

m the “Safran Sharing 2020” employee shareholding plan for
1,799,992 shares.

Other securities

Reclassifications include:

m the transfer of treasury shares from marketable securities to
financial assets in connection with transactions under the
liquidity agreement managed by Oddo Corporate Finance
on January 1, 2020, corresponding to 229,097 shares for an
amount of €33 million;

m the transfer from financial assets to marketable securities
of 40,530 shares held under the liquidity agreement to the
Safran SA share account at BNPSS for an amount of
€6 million.

Other securities include short-term money market investments and term deposits with liquid exit options exercisable at no cost
within three months, readily convertible into known amounts of cash and subject to an insignificant risk of changes in value.
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In accordance with the accrual principle, accrued income is recorded in the following asset headings:

(in € millions)

Dec. 31, 2019 Dec. 31, 2020

Loans to equity investments

Trade receivables 124 65
Other receivables 3 3
TOTAL 127 68

3.5 Prepayments

Prepayments amounted to €17 million at December 31, 2020 and chiefly concerned expenses on IT maintenance agreements and

insurance costs.

3.6 Unrealized foreign exchange losses and redemption premiums

Unrealized foreign exchange losses represented €358 million at December 31, 2020, and primarily result from the translation into
euros of foreign currency borrowings, loans and current accounts at the 2020 year-end exchange rate.

3.7 Equity

Share capital

At December 31, 2020, Safran’s share capital was fully paid
up and comprised 427,235,939 shares, each with a par value
of €0.20, including:

m 400,584,881 ordinary shares with a par value of €0.20;
® 26,651,058 preferred shares with a par value of €0.20.

The preferred shares were issued on February 13, 2018 in
consideration for the Zodiac Aerospace shares tendered to
the Subsidiary Exchange Offer carried out as part of Safran’s
Tender Offer for Zodiac Aerospace. The preferred shares are
all registered shares and have the same characteristics as the
ordinary shares, but are not listed and may not be transferred
during a 36-month period as from their date of issue, barring
exceptional cases defined in Safran’s bylaws.

On February 13, 2021, said period of non-transferability was
terminated and each preferred share was converted
automatically, without any legal formality, into one ordinary
share fully assimilated with the other ordinary shares.

The conversion did not affect Safran’s share capital, which
remained unchanged at February 13, 2021. It comprises the
same total number of shares as previously, but is now made
up of 427,235,939 ordinary shares all in the same class.

The Safran share (ISIN code: FRO000073272/Ticker
symbol: SAF) is listed continuously on Compartment A of the
Eurolist market of Euronext Paris and is eligible for the
deferred settlement service.

Changes in the breakdown of share capital and voting rights are as follows:

December 31, 2019

Shareholders Number of shares % share capital  Number of voting rights"” % voting rights”
Free float 347,840,451 81.42% 376,557,055 71.07%
French State 47,983,131 1M.23% 95,966,262 18.11%
Employees® 28,860,491 6.75% 57,301,029 10.82%
Treasury shares 2,550,082 0.60% - -
TOTAL 427,234,155 100.00% 529,824,346 100.00%

(D) Exercisable voting rights.

(2) Employee shareholding within the meaning of Article L.225-102 of the French Commercial Code.
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December 31, 2020

Shareholders Number of shares % share capital  Number of voting rights"” % voting rights”
Free float 347,973,999 81.45% 406,760,265 72.47%
French State 47,983,131 11.23% 95,966,262 17.10%
Employees® 30,959,525 7.25% 58,567,145 10.43%
Treasury shares 319,284 0.07% - -
TOTAL 427,235,939 100.00% 561,293,672 100.00%

(D Exercisable voting rights.

(2) Employee shareholding within the meaning of Article L.225-102 of the French Commercial Code.

Each share carries entitlement to one vote. Shares held in
registered form for over two years have double voting rights.

The 319,284 treasury shares have no voting rights.

At December 31, 2020, the total number of shares includes
1,784 shares issued throughout the year further to the

Changes in shareholders’ equity

exercise of stock subscription options resulting from
employee commitments undertaken by Zodiac Aerospace,
transferred to Safran following the Zodiac Aerospace merger
on December 1, 2018 based on the exchange ratio used for
the merger.

Appropriation
@in € millions) Dec. 31, 2019 of 2019 profit Increase Decrease
Share capital 85 - - - 85
Additional paid-in capital 5,566 - - - 5,566
Legal reserve 9 - - - 9
Tax-driven reserves 302 - - - 302
Other reserves® 1,421 - - - 1,421
Retained earnings® 1,362 1,297 - - 2,659
Tax-driven provisions 20 - 3 2) 21
2019 profit 1,297 (1,297) - - -
2020 profit - - 1,647 - 1,647
TOTAL 10,062 - 1,650 (&) 11,710

(D Including €3 million in reserves hedging treasury shares held at December 31, 2020.
(2) In light of the Covid-19 pandemic, Safran’s Annual General Meeting decided not to pay a dividend in 2020 for the 2019 financial year.

3.8 Tax-driven provisions and provisions for contingencies and losses

Movements in tax-driven provisions can be analyzed as follows:

Reversals
@in € millions) Dec. 31, 2019 Additions Surplus {0200 Dec. 31, 2020
Accelerated tax depreciation/amortization 8 3 - 2)
Accelerated tax depreciation/amortization (share acquisition 12 B B B 12
fees)
TOTAL TAX-DRIVEN PROVISIONS 20 3 - (2) 21
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Provisions for contingencies and losses can be analyzed as follows:

Reversals
(in € millions) Dec. 31, 2019 Additions Surplus b0 Dec. 31, 2020
Foreign exchange losses 9 16 9 - 16
Disputes and litigation 13 6 - (10) 9
Contingency provisions 22 22 9) (10) 25
Retirement benefits and similar obligations 25 8 2 5) 26
Income tax - loss-making subsidiaries, under-capitalization 424 37 - 47) 414
Other 156 12 (62) 27) 79
Loss provisions 605 57 (64) (79) 519
TOTAL 627 79 (73) (89) 544
Loss from operations 26 (63) 42)
Financial income (loss) 16 9 -
Non-recurring income 37 m 47)
TOTAL 79 (73) (89)

In accordance with the tax consolidation agreements entered
into between Safran and its subsidiaries, each subsidiary in
the tax group records in its accounts the amount of tax that it
would have paid on a stand-alone basis. Any tax savings or
additional liabilities arising as a result of tax consolidation are
recorded by Safran in its capacity as head of the tax group.

Employee benefit obligations

Any tax savings arising on the use of tax losses of subsidiaries
in the tax consolidation group are recorded in Safran’s
income statement and neutralized by way of a provision. This
provision is released to profit or loss when prior year losses
are used by the consolidated subsidiary or when they
become time-barred and may no longer be used by the
subsidiary concerned.

The main assumptions used to calculate the Company’s employee benefit obligations were as follows:

Dec. 31,2019 Dec. 31, 2020

Discount rate

Inflation rate

Expected return on plan assets

Rate of future salary increases

Probable retirement age of managerial-grade staff
Probable retirement age of non-managerial-grade staff
Mortality tables used

0.60% 0.50%

1.75% 1.75%

0.60% 0.50%

1.12% - 5.00% 112% - 5.00%
64 years 64 years

62 years 62 years

INSEE 2013-2015/TGHFO5 INSEE 2013-2015/TGHFO5

The table below shows movements in employee benefit obligations:

- Defined benefit Retirement
(in € millions) Dec. 31,2019 Dec. 31, 2020 pension plans  termination benefits
Present value of obligation 62 62 23 39
Fair value of plan assets (8) (5) (5 -
Funding shortfall 54 57 18 39
m o/w provision 62 62 23 39
m o/w plan assets (8) () (5 -
;Jenrl;/eicc:ggcr;isztesd actuarial gains and losses and past (39) (32) a6) )
iBne:heeﬂ; :I:I;g:tsl:::tcovered by a provision 15 25 2 23
Current service cost 3 3 1 2
Interest cost - - - -
Amortization of actuarial gains and losses 4 4 3 1
Special events - - - -
Expense 7 7 4 3
Benefits paid 3 2 - 2
PROVISION CHARGE/(REVERSAL) a4 5 4 1
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Defined benefit pension plans

This caption includes a defined benefit supplementary pension plan that was closed to new entrants on December 31, 2017 and under

which all conditional entitlements were frozen as of December 31, 2016.

The beneficiaries of this closed plan are Group executive managers with five years’ service at December 31, 2017.

Retirement termination benefits

This caption includes obligations in respect of statutory termination benefits due on retirement and supplementary payments
required by the collective bargaining agreement for the metallurgy industry.

3.9 Financial liabilities, operating payables and other liabilities

Movements in these items can be analyzed as follows:

(in € millions)

Total at Dec. 31, 2020

Less than 1year  Between 1and 5 years More than 5 years

Bond issue 2,400 500 900 1,000
USD senior unsecured notes issue 1,393 - 852 541
Miscellaneous loans and borrowings

m Deposits and guarantees received 2 - - 2
m Other loans and borrowings 1,927 1,747 180 -
m Accrued interest 16 16 - -
Financial liabilities 5,738 2,263 1,932 1,543
Group current accounts 7,211 7,21 - -
Payments on account received 14 14 - -
Trade payables 133 133 - -
Amounts payable on non-current assets 13 6 7 -
Other liabilities 514 512 2 -
Deferred income 18 4 10 4
Unrealized foreign exchange gains 295 295 - -
Operating payables and miscellaneous liabilities 8,198 8,175 19 4

Borrowings

Bond issue

m On April 11, 2014, Safran issued €200 million worth of ten-year
bonds to French investors, maturing on April 11, 2024. The
interest rate on these bonds was hedged by a floating-rate
swap on 3-month Euribor.

The issue’s initial fixed-rate interest came out at 1.02% in
2020 after taking account of interest rate derivatives.

m On June 28, 2017, Safran issued €500 million of four-year
bonds (maturing in June 2021) paying a floating-rate
coupon set at 3-month Euribor +57 basis points (0% floor).
The bonds were issued at 100% of par.

m On July 13, 2018, Safran issued €500 million of two-year
bonds (maturing in July 2020) paying a floating-rate
coupon set at 3-month Euribor +33 basis points (0% floor).
These bonds were issued at 100% of par and were repaid
at maturity in July 2020.

OCEANE 2018-2023 bonds

On June 21, 2018, Safran issued bonds convertible into and/or
exchangeable for new and/or existing shares (“OCEANE”
bonds) for a total nominal amount of €700 million. These
bonds do not carry a coupon and were offered at an issue
price representing 100% of par, or a gross yield to maturity of
0.00%.

Unless converted, redeemed or bought back and canceled
prior to maturity, the OCEANE bonds are redeemable at par
on June 21, 2023.
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OCEANE 2020-2027 bonds

On May 15, 2020, Safran issued bonds convertible and/or
exchangeable for new and/or existing shares (“OCEANE”
bonds) for a nominal amount of €800 million. The bonds bear
interest at an annual rate of 0.875%, payable annually in
arrears.

Unless converted, redeemed or bought back and canceled
prior to maturity, the bonds are redeemable at par on
May 15, 2027.

OCEANE 2020-2027 tap issue

On October 12, 2020, Safran issued additional bonds
convertible into and/or exchangeable for new and/or existing
shares (“OCEANE” bonds) for a total nominal amount of
€200 million. These new bonds carry the same terms
and conditions (with the exception of the issue price) as the
€800 million in bonds issued by Safran on May 15, 2020
(OCEANE 2020-2027), with which they are fully fungible and
with which they form a single series. The bonds bear interest
at an annual rate of 0.875%, payable annually in arrears.

The difference between the nominal amount (€200 million)
and the amount of the issue (€218 million) was recognized in
deferred income, to be amortized on a straight-line basis to
the bonds’ maturity date of May 15, 2027.

Unless converted, redeemed or bought back and canceled
prior to maturity, the bonds are redeemable at par on
May 15, 2027.



USD senior unsecured notes issue (2012-2024)

On February 9, 2012, Safran issued senior unsecured notes on
the US private placement market, of which USD 1.045 billion
was outstanding at December 31, 2020. The issue included:

m USD 540 million of 10-year notes due February 2022 at a
4.28% fixed-rate coupon; and

m USD 505 million of 12-year notes due February 2024 at a
4.43% fixed-rate coupon.

An interest rate hedge in the form of a cross currency swap
(USD floating-rate borrower at inception, followed by EUR
fixed-rate borrower from March 2019) was set up on these
two tranches, allowing the USD fixed-rate debt to be fully
swapped for EUR fixed-rate debt.

The issue’s initial fixed-rate interest came out at 1.64% in
2020 after taking account of interest rate derivatives.

USD senior unsecured notes issue (2020-2032)

On June 29, 2020, Safran issued senior unsecured notes on

the US private placement market (USPP) for a total amount

equivalent to €564 million, comprising:

m USD 181 million due June 2030 at a 3.10% fixed-rate coupon
(tranche A);

m USD 133 million due June 2032 at a 3.30% fixed-rate coupon
(tranche B);

® €122 million due June 2030 at a 2.00% fixed-rate coupon
(tranche C);

3.10 Accrued expenses

Accrued expenses are included in the following liability headings:

(in € millions)
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m €164 million due June 2032 at a 2.05% fixed-rate coupon
(tranche D).

A EUR/USD cross currency swap (EUR fixed-rate borrower
and USD fixed-rate lender) was set up on tranches A and B
on July 21, 2020, swapping USD fixed-rate debt for EUR
fixed-rate debt.

After taking this hedge into account, tranche A bears
fixed-rate interest at 2.04% and has a notional amount of
€158 million, while tranche B bears fixed-rate interest at 2.22%
and has a notional amount of €116 million.

After taking this hedge into account, the 10-year notes
(tranches A and C) of the USPP carry an effective coupon
of 2.02% and have a notional amount of €280 million, while
the 12-year notes (tranches B and D) carry an effective
coupon of 2.12% and have a notional amount of €280 million.

Other borrowings

m On March 10, 2016, Zodiac Aerospace set up a placement
in the form of a syndicated loan with an original maturity
of seven years, falling due on March 10, 2023, on which
€180 million was outstanding at December 31, 2020 at an
adjustable rate of 2.902%.

m On July 25, 2013, the former Zodiac Aerospace group set
up a seven-year, 3.605% fixed-rate Schuldschein loan for
€99 million. The loan was repaid at maturity in July 2020.

Dec. 31, 2019 Dec. 31, 2020

Other bond issues 6 14
Bank borrowings 3 -
Miscellaneous loans and borrowings 1 -
Trade payables 127 n3
Taxes and payroll costs 85 65
Amounts payable on non-current assets 6 4
Other liabilities 4 3
TOTAL 232 199

3.11 Deferred income

Deferred income amounted to €18 million at December 31, 2020, breaking down as:

m the issue premium received in respect of the OCEANE 2020-2027 bonds for €17 million, which is being amortized on a
straight-line basis over the term of the bonds (seven years);

® an outstanding rent-free period for €1 million, which is being taken to income during 2021.

3.12 Unrealized foreign exchange gains
Unrealized foreign exchange gains amounted to €295 million at December 31, 2020.

They primarily resulted from the translation into euros of foreign currency loans and current accounts at the 2020 year-end
exchange rate.
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NOTE 4 NOTES TO THE INCOME STATEMENT

4.1 Revenue

(in € millions)

2019 2020

General assistance 213 96
Administrative and financial services 73 61
R&T services 209 156
Group projects 2 1
IT services 176 175
Seconded employees n 14
Real estate income 18 18
Other 21 20
TOTAL 723 541

4.2 Expense transfers

Expense transfers during the year amounted to €7 million and mainly concerned expenses rebilled to Group subsidiaries and the

reallocation of costs by nature.

4.3 Financial income and expenses

Financial income and expenses break down as follows:

(in € millions)

2019 2020

Dividends received and other investment income 1,208 1,695
Interest and similar income 68 50
Reversals of impairment of equity investments 12 -
Other reversals of provisions for financial items 29 15
Foreign exchange gains 30 =
Financial income 1,347 1,760
Additions to impairment of equity investments ©) (&)
Other charges to provisions for financial items (23) 16)
Interest and similar expenses (48) (52)
Foreign exchange losses - 18)
Financial expenses (72) (89)
FINANCIAL INCOME 1,275 1,671

A breakdown of dividends is provided in the table of subsidiaries and investments.

Other movements in provisions for financial items mainly relate to the provision for foreign exchange losses.

For the purpose of providing a meaningful comparison, foreign exchange gains and losses are presented on a single line of the

income statement for the same fiscal year.

4.4 Non-recurring items

Non-recurring items can be analyzed as follows:

(in € millions)

2019 2020

Change in tax-driven provisions 1 @)
Income from non-capital transactions 2 -
Income from capital transactions 80 16
Expenses on non-capital transactions 4) -
Expenses on capital transactions (33) (185)
Net charges to provisions and expense transfers 24 156
NON-RECURRING INCOME (EXPENSE) 70 14)

Non-recurring expense in 2020 mainly corresponds to costs incurred in the scope of the Safran Sharing 2020 employee

shareholding plan as well as losses on disposals of treasury shares.
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No employee profit-sharing expenses were recognized in either 2020 or 2019.

4.6 Income tax benefit

2020 Group relief

The application of tax consolidation in France led to the
recognition of a net tax benefit totaling €59 million in the 2020
parent company financial statements (2019: net tax benefit of
€1 million).

This breaks down as:

m tax income of €126 million arising on the payment of tax by
consolidated subsidiaries as though they had been taxed
on a stand-alone basis; and

®m a tax expense of €67 million resulting from the
consolidated tax expense of €202 million, partially offset
by €135 million in tax credits.

NOTES Other information

Other

Non-deductible expenses (Article 223 quater and Article 39.4
of the French Tax Code) amounted to €0.3 million in 2020
(€0.7 million in 2019) and relate to the non-deductible
portion of vehicle lease payments and depreciation.

5.1 Off-balance sheet commitments and contingent liabilities

Commitments given

(in € millions)

Dec. 31,2019 Dec. 31, 2020

Commitments given by Safran to third parties on behalf of its subsidiaries 3,269 2,997
Commitments given by Safran to customs authorities on behalf of its subsidiaries 8 8
Vendor warranties given 289 pall
Actuarial gains and losses 37 33
Other commitments given 15 146
TOTAL® 3,718 3,395
(D Of which related parties. 3,557 3,209

Commitments given to third parties relate mainly to
guarantees granted by Safran to customers and principals
(essentially aircraft manufacturers), in which Safran provides
a joint and several guarantee that its subsidiaries will perform
their duties under their contractual obligations. These
guarantees are given in respect of research, design,
development, manufacturing, marketing and product support
programs in place at Group subsidiaries. They are generally
granted for the term of the program concerned, and are
capped at a certain amount.

Commitments received

(in € millions)

In connection with the sale of the identity and security
businesses, on May 31, 2017, Safran granted Advent
International a vendor warranty valued at €180 million at
December 31, 2020, as well as a specific indemnity capped at
BRL 200 million (€31 million at December 31, 2020) to cover
any financial consequences arising from the dispute between
Morpho do Brasil and the Brazilian tax authorities concerning
the calculation method for value added tax on certain
products.

Dec. 31,2019 Dec. 31, 2020

Other commitments received

65 65

TOTAL

65 65

Commitments received primarily relate to commitments for the financing of civil programs.
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Finance lease liabilities

The Company entered into two real estate finance leases for the Safran University campus and for the Safran Tech site in 2014.

Theoretical charges to depreciation

Value at Carrying amount

@in € millions) inception at Dec.31, 2016 Current period Cumulative Net
Land 9 9 - - 9
Buildings 97 94 3 24 70
TOTAL 106 103 3 24 79

Lease payments made Lease payments outstanding Residual purchase
(in € millions) Current period Cumulative Less than 1year Between 1and 5 years More than 5 years price (as per the lease)
Land - - - - 9 n/s
Buildings 10 57 10 33 1 -
TOTAL 10 57 10 33 10 -

Financial and hedging instruments

Safran holds financial instruments for the purposes of all Group

companies to hedge:

® highly probable future transactions, determined on the
basis of the order backlog and budget forecasts; and

m the net balance sheet

position

of foreign-currency

denominated trade receivables and payables of subsidiaries.

In the scope of its currency risk hedging policy, Safran enters
into agreements with its subsidiaries under which it commits
to buying/selling their net foreign currency surpluses or
requirements at a guaranteed annual exchange rate.

The portfolio of foreign currency derivatives breaks down as
follows:

e 91,2019
Notional ~ Less than Between Notional ~ Less than Between
(in millions of currency units) Fairvalue”  amount” INCIMELERTES  Fairvalue”  amount” Tyear 1andb years
Forward exchange contracts (40) 65
Short USD position (238) 2,661 2,661 - 34 2,413 2,413 -
m Of which against EUR (238) 2,661 2,661 - 34 2,413 2,413 -
Long USD position 75 (957) (957) - 19) (163) = (163)
m Of which against EUR 75 (957) (957) - 19) (163) = (163)
Short EUR position against GBP 9 107 100 7 4 107 = 107
Short EUR position against CAD 7 49 49 - - - - -
Long MXN position against EUR 107 (13,304) (4,086) (9,217) 46 (12,245) (3,604) (8,641)
Currency swaps 2 (95)
Cross currency swaps 2 1,045 - 1,045 (95) 1,359 - 1,359
Currency option contracts (321) (520)
USD put purchased 275 26,555 26,055 500 481 30,975 25,675 5,300
USD call purchased 83 (2,300) (1,300) (1,000) 16 (1,900) (1,900) -
USD call sold (718) 45,471 44,471 1,000 (210) 71,210 61,110 10,100
USD put sold (41) (4,600) (2,600) (2,000) (105) (3,800) (3,800) -
EUR put purchased 89 1,690 1,540 150 68 1,480 1,000 480
EUR call sold 19) 3,200 2,900 300 27) 2,760 2,000 760
Accumulators - sell USD for EUR® 6 2,539 686 1,853 6 1,963 537 1,426
Accumulators - buy USD for EUR® - - - - (661) (7,808) (5,002) (2,805)
Accumulators - sell EUR for GBP® 2 (520) (520) - (10) (105) (105) -
Accumulators - sell EUR for CAD® - - - - (34) (230) (230) -
Accumulators - sell EUR for MXN® 2 (500) (500) - 44) (335) (335) -
TOTAL (359) (550)

(D Fair values are expressed in millions of euros, notional amounts are expressed in millions of currency units.
(2) Notional amounts for accumulators represent the maximum cumulative amount until the instrument is unwound.

The Company does not recognize the fair value of derivative instruments in its balance sheet, except for those set up to hedge
the net position of foreign-currency denominated operating receivables and payables of subsidiaries covered by a Safran SA

foreign exchange guarantee.
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Interest rate risk management

Safran’s exposure to fluctuations in interest rates covers two
types of risk:

m fair value risk in respect of fixed-rate financial assets and
liabilities. Interest rate fluctuations impact the market value
of these assets and liabilities as well as Safran’s balance
sheet;

m cash flow risks in respect of floating-rate financial assets
and liabilities. Interest rate fluctuations have a direct
impact on Safran’s profit or loss.

Safran arbitrates between these two types of risks using
financial instruments specific to fixed-income markets
(interest rate swaps and options, etc.).

EUR interest rate risk management

Interest rate swaps were taken out to convert the fixed
rate payable on the €200 million bond issue carried out in
first-half 2014 and maturing in April 2024 to a floating rate.

These swaps had a fair value of €13 million at December 31, 2020.

USD interest rate risk management

The interest rate on the two outstanding tranches of the US
private placement (USPP) set up on February 9, 2012 was
converted to a floating rate at inception. Floating-rate
borrower/fixed-rate lender USD swaps were set up on these
10-year and 12-year tranches for USD 540 million and
USD 505 million, respectively. These swaps are eligible for fair
value hedge accounting.

These swaps had a fair value of €39 million at

December 31, 2020.

In March 2019, these 10-year and 12-year tranches for
USD 540 million and USD 505 million, respectively, were reset
to euros by means of a cross currency swap (USD floating-
rate lender/EUR fixed-rate borrower).

The interest rate portion of the cross currency swap was
eligible for hedge accounting.

These cross currency swaps had a negative fair value of
€85 million at December 31, 2020.

On July 21, 2020, a cross currency swap (USD fixed-rate
lender/EUR fixed-rate borrower) was set up on two USD
tranches of the June 29, 2020 senior unsecured notes issue
on the US private placement market (USPP), amounting to
USD 181 million bearing fixed-rate interest over a period of 10
years (Tranche A) and USD 133 million bearing fixed-rate
interest over a period of 12 years (Tranche B). The interest
rate portion of the cross currency swap was eligible for
hedge accounting.

These cross currency swaps had a negative fair value of
€29 million at December 31, 2020.

Fixed-rate borrower/floating-rate lender swaps were set up
in connection with the sale of trade receivables without
recourse. The swaps are for a nominal amount of
USD 1,150 million and a term of up to 12 months, and were
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taken out on behalf of a joint arrangement 50%-owned by
Safran. This transaction also gives rise to a floating-rate
borrower/fixed-rate lender swap for a nominal amount of
USD 1,150 million. These swaps are not eligible for hedge
accounting. The aim of these transactions is to fix the
borrowing cost applicable to the customer.

Accordingly, Safran has no exposure to interest rate risk on
these swaps, as their fair values cancel each other out.

Liquidity risk management

Treasury management is centralized within Safran SA. Where
permitted by local legislation, all surplus cash is invested with,
and financing requirements of subsidiaries met by, the parent
company on an arm’s length basis. The central cash team
manages the Group’s current and forecast financing
requirements, and ensures it has the ability to meet its
financial commitments while maintaining a level of available
cash funds and confirmed credit facilities commensurate with
its scale and debt repayment profile.

Since Safran has two unused, committed liquidity lines, it is
relatively insensitive to liquidity risk.

At December 31, 2020, the Company had a confirmed
€2,520 million liquidity line. This line was set up in December
2015 and had an original maturity of December 2020, with
two successive one-year extension options. Both these
options have been exercised, meaning that the line is
currently set to expire in December 2022. This line is not
subject to any financial covenants.

On April 22, 2020, Safran set up an additional confirmed
liquidity line for an initial amount of €3,000 million, which
remained undrawn at December 31, 2020. The amount of this
line was reduced following the OCEANE bond issue on
May 15, 2020, and the OCEANE tap issue carried out on
October 12, 2020. At December 31, 2020, the facility
represented €1,425 million. It is not subject to any financial
covenants.

Issues of senior unsecured notes on the US private placement
market (USPP) on February 9, 2012 and June 29, 2020 are
subject to a financial covenant which states that the net debt
to EBITDA ratio must be 2.5 or less. The covenant is tested
every six months and the Group complied with the applicable
ratio at December 31, 2020.

The following annual covenant applies to the euro private
placement (“Euro PP”) in the form of a syndicated loan, set
up by the former Zodiac Aerospace on March 10, 2016 and
with an original maturity of seven years: net debt to EBITDA
ratio of 3.5 or less. The Group complied with this covenant at
December 31, 2020.

The terms “net debt” and “EBITDA” wused in the

aforementioned covenants are defined as follows:

®m net debt: interest-bearing borrowings (excluding
borrowings subject to specific conditions) less marketable
securities and cash and cash equivalents;

m EBITDA: the sum of profit (loss) from operations and the
net charge to depreciation, amortization and provisions for
impairment of assets (calculated based on adjusted data).
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5.2 Disputes and litigation

Safran is party to regulatory, legal or arbitration proceedings
arising in the ordinary course of its operations. Safran is also
party to claims, legal action and regulatory proceedings
outside the scope of its ordinary operations. The most
important are described below.

The amount of the provisions booked is based on the level of
risk for each case as assessed by Safran, and largely depends
on the assessment of the merits of the claims and opposing
arguments. However, it should be noted that the occurrence
of events during the proceedings can lead to a reassessment
of the risk at any time.

A provision is only booked to cover the expenses that may
result from such proceedings when the expenses are
probable and their amount can be either quantified or
reasonably estimated.

Safran considers that the provisions booked are adequate to
cover the risks it incurs.

5.3 Average number of employees

Safran’s headcount can be analyzed as follows:

On April 2, 2014, Safran was fined by the European
Commission relating to the activities of Silec Cable, a former
subsidiary of Sagem SA which was sold to General Cable at
the end of 2005. Safran paid the €8.5 million fine in 2014.
Relying on the European Commission’s findings, a number of
cable buyers have initiated proceedings claiming damages
against the companies fined by the Commission. Safran’s joint
and several liability with other suppliers has been alleged in
one such legal action. An out-of-court settlement was
reached on August 24, 2020, putting an end to this dispute.
Safran may be exposed to other legal action in Europe.

Accordingly, at the date of this report, it is not possible to
evaluate the potential financial risk.

To the best of Safran’s knowledge, there are no other
ongoing regulatory, legal or arbitration proceedings that
could have a material impact on the financial position of the
Company.

2019 2020

Engineers and managerial-grade staff 1,545 1,532
Technicians, administrative personnel and supervisors 268 253
TOTAL HEADCOUNT 1,813 1,785

5.4 Management compensation

Management executives comprise the members of the
Board of Directors (17 members in 2019 and 18 in 2020), the
Chief Executive Officer, and any persons discharging
managerial responsibilities considered as having the power to
take management decisions with regard to Safran’s strategy
and future development, and/or with regular access to inside
information concerning Safran (i.e., four directors in 2019 and
2020).

(in € millions)

All compensation and benefits awarded to management
executives are shown on a gross basis, including the fixed
portion of compensation and the provision for the variable
portion to be paid in the subsequent year.

2019 2020

Short-term benefits 10.9 10.1
Post-employment benefits® 2.7 1.5
Termination benefits - =
Other long-term benefits 10.9 0.2
TOTAL 24.5 1.8

(D) Expense measured in accordance with CNC Recommendation 2003-R-01 authorizing the application of the corridor method
(see Note 2.9.1) which differs from the measurement method used in the IFRS consolidated financial statements subsequent to
the mandatory application of the revised IAS 19 from January 1, 2013 (the corridor method is no longer permitted under IFRS).

The Company’s total post-employment commitments in respect of management executives amounted to €9.6 million at

December 31, 2020 and €12.0 million at December 31, 2019.

5.5 Statutory Auditors’ fees

In accordance with the disclosure requirement set out in Decree no. 208-1487 of December 30, 2008, fees billed by the
Company’s Statutory Auditors for their audit of the 2020 financial statements totaled €1,415,000, while fees billed for other work

came to €277,000.

5.6 Subsequent events

None.
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Statutory Auditors’ report on the financial statements

STATUTORY AUDITORS’ REPORT ON THE FINANCIAL STATEMENTS

This is a free translation into English of the Statutory Auditors’ report on the financial statements of the Company issued in
French and it is provided solely for the convenience of English speaking users. This Statutory Auditors’ report includes
information required by European regulation and French law, such as information about the appointment of the Statutory
Auditors or verification of the management report and other documents provided to shareholders. This report should be read in
conjunction with, and construed in accordance with, French law and professional auditing standards applicable in France.

To the Shareholders of Safran SA,

Opinion

In compliance with the engagement entrusted to us by your
Annual General Meeting, we have audited the accompanying
financial statements of Safran SA for the year ended
December 31, 2020.

In our opinion, the financial statements give a true and fair
view of the assets and liabilities and of the financial position
of the Company at December 31, 2020 and of the results of
its operations for the year then ended in accordance with
French accounting principles.

The audit opinion expressed above is consistent with our
report to the Audit and Risk Committee.

Basis for opinion

Audit framework

We conducted our audit in accordance with professional
standards applicable in France. We believe that the audit
evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Our responsibilities under these standards are further
described in the “Responsibilities of the Statutory Auditors
relating to the audit of the financial statements” section of
our report.

Independence

We conducted our audit engagement in compliance with the
independence rules provided for in the French Commercial
Code (Code de commerce) and the French Code of Ethics
(Code de déontologie) for Statutory Auditors for the period
from January 1, 2020 to the date of our report, and, in
particular, we did not provide any non-audit services
prohibited by Article 5(1) of Regulation (EU) No. 537/2014.

Justification of assessments - Key audit
matters

Due to the global crisis related to the Covid-19 pandemic, the
financial statements of this period have been prepared and
audited under specific conditions. Indeed, this crisis and the
exceptional measures taken in the context of the state of
sanitary emergency have had numerous consequences for
companies, particularly on their operations and their financing,
and have led to greater uncertainties on their future prospects.
Those measures, such as travel restrictions and remote
working, have also had an impact on the companies’ internal
organization and the performance of the audits.

It is in this complex and evolving context that, in accordance
with the requirements of Articles L.823-9 and R.823-7 of the
French Commercial Code relating to the justification of our

assessments, we inform you of the key audit matters relating
to the risks of material misstatement that, in our professional
judgment, were the most significant in our audit of the
financial statements, as well as how we addressed those risks.

These matters were addressed as part of our audit of the
financial statements as a whole, and therefore contributed to
the opinion we formed as expressed above. We do not
provide a separate opinion on specific items of the financial
statements.

Measurement of equity investments
Note 2.4 to the financial statements

At December 31, 2020, equity investments carried in the
balance sheet represented a net amount of €17,941 million,
the largest balance sheet item.

Equity investments are carried at cost on initial recognition
and may be impaired based on their fair value.

The fair value of equity investments is calculated:

m based on their average stock market price for the month
preceding the year-end for listed investments;

® based on their share in net equity, adjusted where
appropriate for significant unrealized capital gains net of
taxes; or

® based on the intrinsic value of equity, reflecting the
present value of the expected future cash flows (enterprise
value), less debt where appropriate, for unlisted
investments.

We deemed the measurement of equity investments to be a
key audit matter due to the significance of management’s
estimates, especially as regards the likelihood of achieving
the forecasts, which is factored in to the fair value
measurement.

How our audit addressed this risk

Our work involved familiarizing ourselves with the
measurement approach adopted by management along with
any quantitative inputs, as well as the assumptions on which
management’s estimates were based.

In particular:

m for approaches based on the share in net equity, adjusted
where appropriate for significant unrealized capital gains
net of taxes, we reconciled the net equity used in the
calculation with the net equity recorded in the financial
statements of the entities concerned, and analyzed any
adjustments made to equity;

m for approaches based on the intrinsic value of equity, we
obtained the cash flow forecasts for the investments
concerned and assessed their consistency with the
business plans drawn up by management and approved by
the Board of Directors, reviewed the growth rate used to
calculate forecast cash flows, and analyzed the discount
rate applied to the estimated future cash flows.

We also reviewed the arithmetic accuracy of any calculations
made to determine the fair value of the equity investments.
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Specific verifications

In accordance with professional standards applicable in
France, we have also performed the specific verifications
required by French legal and regulatory provisions.

Information given in the management report and in the other
documents provided to shareholders with respect to the financial
position and the financial statements.

We have no matters to report as to the fair presentation and
the consistency with the financial statements of the
information given in the Board of Directors’ management
report and in the other documents provided to shareholders
with respect to the financial position and the financial
statements.

We attest to the fair presentation and the consistency with
the financial statements of the information about payment
terms referred to in Article D. 441-4 of the French
Commercial Code.

Information on corporate governance

We attest that the corporate governance section of the
Board of Directors’ management report sets out the
information required by Articles L.225-37-4, L.22-10-10, and
L.22-10-9 of the French Commercial Code.

Concerning the information given in accordance with the
requirements of Article L.22-10-9 of the French Commercial
Code relating to remuneration and benefits paid or awarded
to corporate officers and any other commitments made in
their favor, we have verified its consistency with the financial
statements or with the underlying information used to
prepare these financial statements, and, where applicable,
with the information obtained by the Company from
controlled companies within its scope of consolidation. Based
on this work, we attest to the accuracy and fair presentation
of this information.

Concerning the information given in accordance with the
requirements of Article L. 22-10-11 of the French Commercial
Code relating to those items your Company has deemed
liable to have an impact in the event of a takeover bid or
exchange offer, we have verified its consistency with the
underlying documents that were disclosed to us. Based on
this work, we have no matters to report with regard to this
information.

Other information

In accordance with French law, we have verified that the
required information concerning the identity of the
shareholders and holders of the voting rights has been
properly disclosed in the management report.

Other verifications and information
pursuant to legal and regulatory
requirements

Presentation of the financial statements to be included in the
annual financial report

® In accordance with professional standards applicable to
the Statutory Auditors’ procedures for annual and
consolidated financial statements presented according to
the single European electronic reporting format, we have
verified that the presentation of the financial statements to
be included in the annual financial report referred to in
paragraph | of Article L.451-1-2 of the French Monetary and
Financial Code (Code monétaire et financier) and
prepared under the Chief Executive Officer’s responsibility,
complies with this format, as defined by European
Delegated Regulation No. 2019/815 of December 17, 2018.
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m On the basis of our work, we conclude that the
presentation of the financial statements to be included in
the annual financial report complies, in all material
respects, with the single European electronic reporting
format.

m It is not our responsibility to ensure that the financial
statements to be included by the Company in the annual
financial report filed with the AMF correspond to those on
which we carried out our work.

Appointment of the Statutory Auditors

We were appointed as Statutory Auditors of Safran SA by the
Annual General Meeting held on May 28, 2008 for Mazars and
on May 27, 2010 for ERNST & YOUNG et Autres.

At December 31, 2020, Mazars and ERNST & YOUNG et
Autres were in the thirteenth and the eleventh consecutive
year of their engagement, respectively.

Responsibilities of management
and those charged with governance
relating to the financial statements

Management is responsible for preparing financial statements
giving a true and fair view in accordance with French
accounting principles, and for implementing the internal
control procedures it deems necessary for the preparation of
financial statements that are free of material misstatement,
whether due to fraud or error.

In preparing the financial statements, management is
responsible for assessing the Company’s ability to continue as
a going concern, disclosing, as applicable, matters related to
going concern, and using the going concern basis of
accounting, unless it expects to liquidate the Company or to
cease operations.

The Audit and Risk Committee is responsible for monitoring
the financial reporting process and the effectiveness of
internal control and risk management systems, as well as,
where applicable, any internal audit systems, relating to
accounting and financial reporting procedures.

The financial statements were approved by the Board of
Directors.

Responsibilities of the Statutory Auditors
relating to the audit of the financial
statements

Objective and audit approach

Our role is to issue a report on the financial statements. Our
objective is to obtain reasonable assurance about whether
the financial statements as a whole are free of material
misstatement. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in
accordance with professional standards will always detect a
material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material Iif,
individually or in the aggregate, they could reasonably be
expected to influence the economic decisions taken by users
on the basis of these consolidated financial statements.

As specified in Article L.823-10-1 of the French Commercial
Code, our audit does not include assurance on the viability or
quality of the Company’s management.



As part of an audit conducted in accordance with
professional standards applicable in France, the Statutory
Auditors exercise professional judgment throughout the
audit. They also:

m identify and assess the risks of material misstatement in
the financial statements, whether due to fraud or error,
design and perform audit procedures in response to those
risks, and obtain audit evidence considered to be sufficient
and appropriate to provide a basis for their opinion. The
risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control;

® obtain an understanding of the internal control procedures
relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of
the internal control;

m evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by
management and the related disclosures in the notes to
the financial statements;

m assess the appropriateness of management’s use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant
doubt on the Company’s ability to continue as a going
concern. This assessment is based on the audit evidence
obtained up to the date of the audit report. However,
future events or conditions may cause the Company to
cease to continue as a going concern. If the Statutory
Auditors conclude that a material uncertainty exists, they
are required to draw attention in the audit report to the
related disclosures in the financial statements or, if such
disclosures are not provided or are inadequate, to issue a
qualified opinion or a disclaimer of opinion;

m evaluate the overall presentation of the financial
statements and assess whether these statements represent
the underlying transactions and events in a manner that
achieves fair presentation.
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Report to the Audit and Risk Committee

We submit a report to the Audit and Risk Committee which
includes in particular a description of the scope of the audit
and the audit program implemented, as well as the results of
our audit. We also report any significant deficiencies in
internal control that we have identified regarding the
accounting and financial reporting procedures.

Our report to the Audit and Risk Committee includes the risks
of material misstatement that, in our professional judgment,
were the most significant for the audit of the financial
statements and which constitute the key audit matters that
we are required to describe in this report.

We also provide the Audit and Risk Committee with the
declaration provided for in article 6 of Regulation (EU) No. 537/
2014, confirming our independence within the meaning of the
rules applicable in France, as defined in particular in
Articles L.822-10 to L.822-14 of the French Commercial Code
and in the French Code of Ethics for Statutory Auditors. Where
appropriate, we discuss any risks to our independence and the
related safeguard measures with the Audit and Risk Committee.

Paris-La Défense and Courbevoie, March 26, 2021

The Statutory Auditors

ERNST & YOUNG et Autres

Jean-Roch Varon Philippe Berteaux

MAZARS

Gaél Lamant Jéréme de Pastors
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FOREWORD

m RISK MANAGEMENT

The diversity of the Group’s businesses and its many sites across the globe expose Safran to risks that can have a
material impact on its earnings, image and share price. These risks are managed via the Group Enterprise Risk
Management (ERM) set-up.

Safran’s internal control system rounds out this approach. It is designed to provide reasonable assurance that the
Group’s business sectors comply with the applicable requirements and that risks are adequately managed.

m RISK FACTORS

This section presents the main risks that could impact the Group’s businesses and financial position at the date this
Universal Registration Document was filed. The risks identified by Safran as material are grouped into a limited number
of categories and ranked by their degree of criticality. Criticality of risks is assessed in terms of likelihood of occurrence
and potential impact. The features of the main action plans deployed to manage these risks are also disclosed.

m RISKS RELATING TO THE ENVIRONMENT IN WHICH THE GROUP OPERATES
m RISKS RELATING TO CHANGES IN THE COMPETITIVE LANDSCAPE
m FINANCIAL MARKET RISKS

Legal and regulatory risks
Risks of negative media coverage

Risks relating to climate change

m RISKS RELATING TO GROUP OPERATIONS
m RISKS RELATING TO THE GROUP’S STRATEGIC DEVELOPMENT
m HUMAN RESOURCES RISKS

Other risks not yet identified or risks whose occurrence the Group believes will not have a material adverse impact could
also exist at the date of this Universal Registration Document was filed.

The information set out below is based on assumptions and forecasts that may, by nature, prove inaccurate.

m INSURANCE

Key accident risks are covered by worldwide multi-risk policies, usually spanning several years, negotiated with leading
insurance companies.

Local insurance programs are subscribed across the globe either to cover specific risks or in response to local regulatory
insurance requirements.
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4.1 RISK MANAGEMENT

4.1.1 Methodology

The safety of aerospace operations that involve Safran’s
products and services is the key overriding imperative for the
Group, as it is for any player operating in the industry. From
a historical perspective, it is this imperative that has driven
the development of Safran’s highly-demanding and robust
Enterprise Risk Management (ERM) system. This risk
management culture is now firmly embedded throughout the
Company’s processes and is widely shared by all of the
teams, in all entities and at all levels of the Group.
It contributes to the decision-making process and above all the
efficient management of the programs in which the Group is
involved, which are generally based on long cycles involving
major research efforts, costly development and related capital
expenditure, with useful lives of up to 40 years and
profitability measured in the medium or long term. The Group’s
ERM system now makes it possible to systematically handle all
of the operational and strategic challenges the Group faces in
all of its businesses and at all of its sites across the globe. ERM
has become one of the Group’s performance drivers.

The system is now sufficiently mature to be able to identify the
Group’s major risk exposures, quantify their impact on the
achievement of objectives, ensure that adequate measures are
implemented to bring exposure to an acceptable level and
thus contribute directly to the Group’s strategic objectives.

Moreover, the principles of the Group’s ERM policy are
consistent with the recommendations of the French financial
markets authority (Autorité des marchés financiers - AMF),
the provisions of the AFEP-MEDEF Corporate Governance
Code and professional standards (COSO ERM), which have
been transposed into exhaustive guidelines adapted to
Safran’s risk profile that cover all of its activities.

The ERM system is deployed across the Group, at all levels of
the organization and in accordance with the related
governance rules. It covers all tier-one entities (see the
definition in section 1.1.3) and corporate departments, and is
then consolidated at Group level. The risk management policy
is the responsibility of all stakeholders and is embedded in all
of Safran’s organizational processes.

4.1.2 Organization

The Risk and Insurance Department reports to the Group
Deputy Chief Executive Officer and Chief Financial Officer. It
comprises a Risk and Insurance Department director,
Corporate Risk Managers, as well as a dedicated team of
insurance experts, and is responsible for implementing the
Group’s risk management process. The Risk and Insurance
Department develops methodological techniques and processes
to ensure effective and consistent handling of risks by
companies and the central corporate departments. All people
involved in risk management within the Group have the same
risk manual organized by process, level of impact, frequency,
probability and control solution. Detailed guidance is also
prepared for the analysis of certain risks.

RISK FACTORS |

Risk management

Each risk factor identified is analyzed and forms the basis for
various risk scenarios charted along three axes: impact,
probability of occurrence and level of control.

The impact and probability of each risk are assessed in terms
of their direct and indirect potential impact on the Group’s
businesses based on the most realistic, worst-case scenario
allocated to the risk. The level of control, essential in
characterizing the risk and the way it is to be managed, is then
determined. Risks are managed through action plans that may
include steps to be taken, additional controls to be implemented
or investigations into financial transfers of risk or of liability,
particularly involving regularly updated insurance policies.

An owner is designated for each risk identified and is
responsible for drafting action plans and ensuring their
implementation. The objective is to provide continuous risk
oversight to ensure optimum treatment - in other words,
achieve a defined target.

The entire risk management approach is periodically
reviewed and events that occurred within the Group over a
given period are systematically compared with analyses and
risk maps for the same period. This back-testing enables
Safran to ensure that risks have been identified, assessed and
managed in an exhaustive and effective manner and to
enhance and strengthen the process if necessary.

Lastly, the ERM system also has a prevention and crisis
management component that enables the Group to
anticipate and handle any “abnormal” situation affecting one
or a number of its business oversight parameters. Regardless
of the component affected, it seeks to provide the Group
with the means for reacting in a pragmatic way by delivering
the solutions needed to deal with the crisis. Such crises may
range from serious accidents to people of technical, human or
natural origin, to a pandemic like Covid-19 that results in
long-term unavailability of industrial facilities and jeopardizes
Safran’s capacity to honor certain commitments to customers
and partners. As such, business contingency planning is an
integral part of crisis management.

The Risk and Insurance Department ensures that processes are
effectively deployed and sets risk management maturity
objectives for tier-one entities. Risk management in newly
created or newly acquired entities forms part of the action
plans that the Risk and Insurance Department requires tier-one
entities to set up within the context of the integration plan.
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The Risk and Insurance Department also coordinates the
tier-one entity risk manager network. Each tier-one entity
(see sections 1.1.3 and 1.1.4) has a risk manager who prepares
a risk map and arranges for it to be reviewed by their risk
committee at least twice a year. The Risk and Insurance
Department is involved in this work. Monthly meetings
between the Risk and Insurance Department and the risk
manager network are used to exchange information and best
practices and identify and manage all of the Group’s risks,
including new and emerging risks. Task forces are set up
on the basis of needs and priorities approved by the Group
Risk Committee.

Risk managers of tier-one entities liaise constantly with the
Risk and Insurance Department to which they submit a series
of half-yearly indicators (major risk mapping with the
corresponding level of control, and maturity of the risk
management process). Once a year, the risk managers also
submit a report on the organization and maturity of the risk
management process within their respective operational
scope. The Risk and Insurance Department also meets
regularly with the risk manager of each tier-one entity in
order share information and other best practices and to
discuss his/her work and risk metrics.

Tier-one entity risk managers are tasked with implementing
the risk management process for their entire operational
scope, i.e., throughout tier-one entities, as well as in their
subsidiaries and investments. They appoint a network of risk
representatives as appropriate to ensure coverage of the
entire scope of their operations.

4.1.3 Risk management bodies

The following bodies coordinate the integrated risk management
system:

m the risk committees of tier-one entities;
m the Group Risk Committee;
m the Board of Directors’ Audit and Risk Committee.

Internal procedures require regular meetings of tier-one entity
and Group risk committees.

Risk committees of tier-one entities

Each tier-one entity has a risk committee comprising the
entity’s legal representative, who acts as the chair, and the
directors of the central corporate departments, and is led by
its risk manager.

Tier-one entity risk committees are responsible for:

m rolling out the Group’s risk management policy within
their operational scope;

m validating the risk map for this reporting scope and the
corresponding control measures;

m providing reasonable assurance of the risk management
process’ effectiveness and maturity;

m validating the crisis prevention, crisis alert and crisis
management system.
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Each of Safran’s central corporate departments also prepares
a map of the main risks in its scope. They all have a risk
representative who ensures that the appropriate risk
management approach is respected and who verifies
the consistency of the department’s risk mapping and
the associated action plans with those submitted by
the corresponding corporate departments within the tier-one
entities falling under his or her responsibility. The Risk and
Insurance Department is also directly involved in this work.

Lastly, the Risk and Insurance Department prepares a
consolidated map of the Group’s major risks and the
associated action plans based on this mapping process,
detailed analyses and plans for handling the major risks
facing tier-one entities, together with the risk maps, analyses
and plans submitted by the risk representatives of the central
corporate departments.

The Group’s risk mapping therefore guarantees the overall
consistency of risk assessments and the associated action plans.

All the work associated with risk mapping and the
preparation and deployment of the associated action plans is
updated and validated by the Group Risk Committee, which
meets twice a year at the end of June and December. The
Risk and Insurance Department then presents this risk
mapping and the associated action plans to the Board of
Directors’ Audit and Risk Committee.

Group Risk Committee

The Group Risk Committee is composed of the Chief
Executive Officer, who acts as the chair, and the Group
directors, and is led by the Group Risk and Insurance
Department director.

The Committee regularly reviews risk identification, assessment
and treatment, and therefore the control of major risks.

More specifically, its duties include:
® approving the risk management policy;

® validating the Group risk map and the corresponding
control measures;

m providing reasonable assurance of the risk management
process’ effectiveness;

m validating the crisis prevention, crisis alert and crisis
management system.

Board of Directors’ Audit
and Risk Committee

The composition and duties of this Committee are set out in
section 6.3.4 of this Universal Registration Document.

In terms of risk management, the Board of Directors’ Audit
and Risk Committee reviews the risk mapping and the work
related to the main risks faced by the Group, together with
any developments and risk mitigation measures, as presented
to it twice a year by the Risk and Insurance Department.

The Committee reports to the Board of Directors on its risk
management work at the same intervals.



4.2 INTERNAL CONTROL SYSTEM

4.2.1 Methodology

Definition and objectives

Safran implements its internal control system on the basis
of the general principles advocated by the AMF. Internal
control is defined as a process implemented by the Board
of Directors, management and other personnel, designed
to provide reasonable assurance regarding the achievement
of objectives in the following categories:

m compliance with laws and regulations;

m application of instructions and strategies set by Executive
Management;

m proper functioning of Safran’s internal processes, particularly
those contributing to the protection of its assets;

m reliability of financial information.

Internal control thus contributes to the safeguarding
of the Company’s assets, the management of its activities,
the effectiveness of its operations, the efficient use of its
resources and the prevention of any organizational
dysfunctions. Nevertheless, as with all control systems, it can
only provide reasonable assurance that the objectives
described above will be achieved.

Internal control framework

The Audit and Internal Control Department has defined an
internal control framework structured around 13 areas termed
internal control cycles:

m one cycle relating to the control environment;
m ten operating cycles;
m two IT cycles (general IT and IT system security controls);

plus cycles adapted to Shared Services Centers’ risks.

For each cycle, the Audit and Internal Control Department

and Group specialists in each of these areas have drawn up a

list of control points and tests aimed at measuring for each

entity:

m the conformity of its internal control procedures and
control activities with the framework’s requirements; and

m the operational effectiveness of these procedures and
activities.

Around 200 control points have been listed, which serve to
ensure the integrity and security of financial and accounting
information. Every year, internal control tests are performed,
based on objectives related to scope, content and the
timeframes for carrying out action plans.

The internal control framework is reviewed every year to
reflect risk and any organizational changes identified. This
review also factors in recommendations made in the course
of internal audits or by the Statutory Auditors together with
proposals submitted by the internal control network and
central corporate departments.
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Appraisal principle

The Group has upheld the principle whereby each entity
appraises its own internal control arrangements in relation to
the framework (conformity and effectiveness). A test
program (effectiveness) is devised annually; it investigates all
of the cycles over two years in tier-one entities and over
three years in tier-two entities. A set of rules and guidelines
with around 50 control points - formally tested annually -
applies for small entities.

This annual assessment process is rounded out with ongoing
controls, which are currently being deployed throughout the
Group. Throughout the year, these controls process a full
range of data concerning specific points, thereby significantly
enhancing internal control.

Each year, the Group’s audit plan includes internal audits aimed
at verifying that the assessments carried out by the subsidiaries
comply with the rules and principles it has put in place.

Any disparity relative to the requirements of the internal
control framework in the assessment of the conformity and
effectiveness of procedures generates an action plan, with a
project leader designated and a deadline established. The
progress of such action plans is monitored on a monthly basis.

Scope

The internal control system has been rolled out in 180 companies,
representing 99.7% of the Group’s consolidated revenue.

Impact of the Covid-19 pandemic
on the work program

In 2020, the internal control campaign had to be adapted to
the circumstances of the Covid-19 pandemic, while continuing
to maintain the required level of control over the most
serious risks. Accordingly, a mandatory core list of key
control points and non-compliance issues from 2019 had to
be tested and requirements relating to areas deemed to be at
risk also had to be assessed. Based on these various
constraints, the Group approved a work program covering
75% of the nominal testing program.

All of the objectives were achieved for the 2020 campaign,
which was a testimony to the massive efforts deployed by
both internal control and operational teams in this challenging
environment.

Internal control quality assurance

Every year, executives of tier-one entities send a
representation letter to Safran’s Chief Executive Officer on
the internal control system put in place in their entity and
their subsidiaries, in which they set out the work carried out
during the year in the internal control domain and commit to
a progress plan for the upcoming year.
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Also every vyear, the Statutory Auditors examine the
adequacy of the internal control procedures related to a
selection of cycles that contribute to the preparation
of financial and accounting information.

As part of the audits they perform, the internal auditors
(i) assess the adequacy and appropriateness of the internal
control procedures within the audit scope, (ii) verify that the
relevant processes have been properly applied, and (iii) check
the accuracy and reliability of the related test results.

4.2.2 Organization

Duties of the Audit
and Internal Control Department

The Audit and Internal Control Department, which reports to
the Corporate Secretary, contributes to the management of
the Group’s activities, the effectiveness of its operations, the
efficient use of its resources and the appropriate consideration
of material risks. Its main responsibilities are to:

m define and implement the annual audit plan;
m define, organize and coordinate the internal control system.

Taken together, these responsibilities aim at ensuring compliance
with applicable laws and regulations, the application of
instructions and strategies set by Executive Management, and
the proper functioning of internal processes, particularly those
contributing to the safeguarding of the Group’s assets and the
reliability of financial information.

Internal Audit

The internal audit plan takes into account the Group’s risk
map. It is drawn up on an annual basis and revised whenever
necessary. The internal auditors from the Audit and Internal
Control Department conduct compliance work and other
work aimed at identifying ways to improve the efficiency
of the Group and of its entities, programs, projects and
processes, by addressing four types of major risks: strategic,
financial, non-compliance and operational.

The Internal Audit function therefore contributes to:

m identifying, assessing and dealing with risks, via analyses
and observations made in relation to the audited entities,
as well as the ensuing recommendations issued and the
follow-up of action plans;

® continuously improving the internal control system, thanks
to internal control compliance audits aimed at ensuring
that the organizational structures and procedures in place
are adequate and efficient;

® continuously assessing that compliance rules are respected
by carrying out audits on the management, compliance and
performance of subsidiaries and other entities included in
the yearly audit plan.

The Group’s Internal Audit function has been certified
compliant with the international standards of the Institute of
Internal Auditors.
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Awareness-raising and training

A training course on internal control has been set up within
Safran University (classroom and e-learning) with a view to
raising awareness of internal control issues among both
finance and operations staff.

Internal Control

The central team that manages the internal control system is
assisted by a network of internal control managers in each
tier-one entity, with those managers supported by
representatives in each of the entities within their operational
scope.

At least once a year, the central team brings together internal
control managers to conduct a review of obstacles
encountered, suggest enhancements to the framework and
define areas in which progress can still be made. These
meetings also serve as a forum for sharing best practices
about monitoring internal control.

For 2020, the main areas for progress identified by Safran
concern continuously improving the internal control system,
which includes ensuring that processes are adequate and part
of operational managers’ best practices. They include the
continued deployment of a project designed to round out the
annual assessment process with ongoing controls that use
operational indicators to process a full range of selected data
throughout the year.

Group companies use the same reporting system for the results
and conclusions of their internal control appraisals. Some
400 stakeholders contribute to this system, which allows:

m direct access to the Group framework, methodology and
practical operating procedures;

® monitoring of rectifications of disparities identified in relation
to the framework.

Other key players in the internal
control system

Group Finance Department

The Group Finance Department centralizes and coordinates
financing, treasury, taxation, the budget process, reporting,
accounts consolidation and risk management. It ensures
compliance with the internal control procedures falling within
the scope of its responsibilities.

Operational departments

Each operational department is responsible for ensuring that
its activities are carried out in compliance with the applicable
laws, regulations and procedures. The purpose of the internal
control framework is to check compliance with a number of
control points using a risk-based approach.



Statutory Auditors

As part of the audit and certification of the parent company
and consolidated financial statements, the Statutory Auditors
examine the procedures of a certain number of Safran’s
processes that contribute to the preparation of financial and
accounting information. In particular, they base the work they
conduct at selected entities on the Group’s internal control
framework.

They present their findings to the Audit and Risk Committee.

4.2.3 Risk management bodies

The internal control system is overseen by the following bodies:

Board of Directors

The Board of Directors defines the primary features of the
internal control system, based on the opinions and
recommendations of the Audit and Risk Committee.

The executives of the tier-one entities assume full
responsibility for the internal control systems implemented in
their entity and in the entities for which they have operational
responsibility; the system implemented must comply with
the internal control principles determined by the Group.

Board of Directors’ Audit and Risk
Committee

The composition and duties of this Committee are set out in
section 6.3.4 of this Universal Registration Document.

4.3 RISKFACTORS

The main risks identified that could impact the Group’s
businesses and financial position at the date this Universal
Registration Document was filed are outlined below. The risks
identified by Safran as material are grouped into a limited
number of categories and ranked by their degree of criticality.
Safran carries out its business in a fast-changing environment
that exposes it to risks and uncertainties in addition to those
associated with its activities and strategic focuses.

If the risks described below were to materialize, this could
have a negative impact on Safran’s businesses, financial
position, earnings, outlook or share price.

Other risks not yet identified or risks whose occurrence the
Group believes will not have a material adverse impact could
also exist at the date of this Universal Registration Document.
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The Statutory Auditors carry out the following as part of their
work in this domain:

m review of documentation on controls carried out by companies;

m tests to verify the operational effectiveness of the
procedures implemented;

® review of completed action plans;

m review of results of tests performed by the entities.

In terms of internal control, the Committee reviews the

following:

m the findings of audits and other work related to internal
control procedures presented by the Audit and Internal
Control Department;

m the results of the work carried out by the Statutory
Auditors, whose independence it also verifies.

The Group’s Internal Control Guidelines are approved by the
Chair of the Audit and Risk Committee.

Internal control committees

Each tier-one entity has an internal control committee for all of
the entities within its operational scope, as does each French
and international Shared Services Center. These committees
track the progress and conclusions of internal control
appraisals. The Audit and Internal Control Department
systematically participates in all meetings of these committees.

The information set out below is based on assumptions and
forecasts that may prove inaccurate owing to their very nature.

In view of the environment in which it operates, the Group is
exposed to:

risks relating to changes in the competitive landscape;
financial market risks;

legal and regulatory risks;

risks of negative media coverage;

risks relating to climate change.

Both Safran’s operating activities and its strategic development
ultimately generate risks that are specific to the Group.
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Risk factors

4.3.1

4.3.1.1 Risks relating to changes
in the competitive landscape

Political and geopolitical uncertainties

In the aerospace industry, certain contracts are closed to
foreign competition or are awarded based on strategic
national security and independence considerations. Moreovetr,
the transfer and/or export of defense equipment is
prohibited or restricted by law in several countries, including
France, and may only take place further to special
governmental authorizations that require strict compliance
with export regulations.

The development of Safran’s activities and sites worldwide
exposes the Group to political and economic risks specific to
certain countries that could impact its activities and earnings.
Safran also has to contend with a shifting geopolitical
balance and, in particular, the recent bilateral dimensions of
certain relationships that add to or replace pre-existing
multilateral relations.

To deal with these political and geopolitical uncertainties,
Safran has a Group International and Public Affairs
Department that coordinates any measures that need to be
taken, particularly in the fields of country risk, trade
compliance and export and customs controls. Together with
other central corporate departments, it coordinates
dedicated processes for dealing with potential ethical issues
(see sections 5.5.1 and 5.5.2).

For example, in preparation for Brexit, Safran worked out
scenarios for a hard Brexit (a no-deal Brexit), including a
contingency plan to tackle the main difficulties the Group
could have been confronted with, such as global supply chain
and airline certification issues. The plan was rolled out across
all Group entities concerned by Brexit. Buffer stocks were
built up to contend with supply chain issues and specific
measures, including safety lead-times, were negotiated with
certain critical suppliers. The Group also took the necessary
steps with the relevant certification authorities to safeguard
its future operations. Particular attention was paid to supplier
accreditation and what Group customers would need from
UK MRO shops. Certification issues are being handled by
extending existing approvals, such as those issued by the
European Aviation Safety Agency (EASA) prior to December
31, 2020, which will continue to be recognized by the Civil
Aviation Authority (CAA) for two years. The plan was left in
place, although inventories were reduced to take into
account the positive effects of the preparations and the
evolving schedule. Some were further reduced or even
scrapped due to the downturn in activity resulting from the
economic impact on Safran’s operations of the crisis
triggered by the Covid-19 pandemic. The plan was regularly
updated and will be adapted in line with the signed
agreement setting out the future relationship between the
United Kingdom and the European Union (see section 5.5.4).

Risks relating to the environment in which the Group operates

Health risks - Covid-19 pandemic

The Group’s operations have been impacted by the Covid-19
pandemic that began in December 2019, leading to a sharp
decline in global air traffic® (see the Foreword in chapter 2),
which was down 66% over 2020 according to data published
by the International Aviation Transport Association (IATA) on
February 3, 2021. Safran’s businesses have also been
impacted by the deterioration in the financial position of
airline customers and through the reduced availability of its
employees and adaptations in the supply chain, which have
restricted the Group’s operational capacity.

A Group crisis management cell was set up as early as January
30, 2020, and tasked with anticipating, containing and limiting
the impacts of the crisis. It focused primarily on providing the
best possible protection for all employees, especially of their
health, and securing and adapting supply chain flows, while
preserving industrial facilities and maintaining business
continuity. Safran is using all schemes set up by governments
in  various countries, particularly long-term furlough
arrangements (see section 5.4.5). In addition, all of the Group’s
tier-one entities use monitoring to adjust their business
forecasts to customer demand, and adapt their costs
accordingly. This monitoring is also used to update the Group’s
aircraft program assumptions (see section 4.3.2 below).

Accordingly, the Group regularly and proactively coordinates
the efforts of all subsidiaries and sites in all countries in order
to ensure priorities in reaction to the crisis:

m protection of employees through specific organization of
working practices under appropriate health and safety
conditions, which are set out in a Group protocol, and
rotation of teams for tasks requiring the presence of
employees on site or increased use of teleworking;

m business protection measures, in particular including
workforce reduction measures covering 21,000 people
worldwide (temporary and permanent staff), use of
government grants for short-time working (long-term
furlough arrangements), and the signature of an “Activity
Transformation” agreement on July 8, 2020 for France that
should enable the Group to retain the expertise needed
to tackle the recovery and deploy the R&T roadmap;

® response to customer needs, particularly for delivery
schedules;

m resilience and flexibility of the supply chain. To that end,
Safran stepped up its monitoring of suppliers and created
a “Watch Tower” for between five and ten key suppliers,
and contributed to the new “ACE Aéro Partenaires”
support fund for the French aerospace sector set up in the
spring of 2020 (see section 1.4.4);

m centrally managing the cash and liquidity of the Group,
with low debt already an asset.

Safran’s global footprint, particularly its presence in Asia, has
enabled the Group to anticipate and overcome certain
difficulties, as a balanced global supply chain can be used to
manage sensitive inventories more effectively.

(1) According to the IATA, passenger traffic was down by 65.9% in 2020 compared to 2019 and the passenger load factor dropped
by 64.8%. Freight volumes (in metric tons/km) also declined by 10.6% on the figures for 2019. Passenger traffic levels in 2021
are set to remain 50% lower than in 2019, and IATA predicts that any improvement will be contingent on vaccination against

Covid-19.
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Changes in economic conditions

The macroeconomic and aircraft program assumptions
determined by the Group take into consideration the
economic conditions observed at the date of this Universal
Registration Document and are taken into account when
preparing the budget and the medium-term business
development plan.

Action plans are developed on the basis of these assumptions
and approved by the Group Risk Committee according to
the approach set out in section 4.1 of this chapter.

Changes in the global economy have a direct impact on
demand for air transportation and freight, which in turn
directly affects market demand for commercial aircraft. To
meet the fluctuations in aircraft demand from airline
companies, aircraft manufacturers may have to adjust their
output rates, which can have a direct impact on the original
equipment business of suppliers of engines and aircraft parts
like Safran. Similarly, a decrease in air traffic as a result of a
deteriorating economic, geopolitical, climatic or health
environment may also impact the volume of Group sales and
services, including maintenance, repair and overhaul (MRO)
and spare part sales.

Should the economic climate deteriorate, as illustrated by the
Boeing 737MAX flight ban (see section 2.1), immediately
followed by the Covid-19 pandemic, Safran’s assumptions and
action plans will be adjusted accordingly. In order to deal
with these risks, periodic specific steering committees have
been set up within the Group (see sections 1.2, 1.4, 1.5, 1.8 and
4.3.2), which allows for significant measures to be taken as
required, such as a pause in Capex, the adaptation of R&D
objectives and the reduction of direct and indirect costs.

Impact of the civil aviation cycle

Commercial aircraft orders tend to be cyclical in nature,
owing mainly to:

® changes in air traffic;
m the rate at which aircraft fleets age and are replaced,;
®m airline companies’ investment decisions and financial capacity.

Exceptional events such as terrorism, pandemics, aviation
disasters and adverse environmental or geophysical
conditions could also cause a temporary drop in air traffic
and hence impact the civil aircraft engine, aircraft equipment,
maintenance and services markets.

In 2020, civil aviation activities accounted for approximately
70% of the Group’s adjusted consolidated revenue. Safran is
facing a drastic drop in short-term demand, however the
medium and long-term points to a recovery, followed by
sustained demand, primarily as a result of many airline
companies replacing their aircraft fleets and equipment with
more environmentally-friendly alternatives.

Safran has a large fleet of engines in service, including over
32,000 CFM56 and LEAP engines which have equipped most
of the 100+ seater single-aisle aircraft delivered to airlines for
over 30 years. Given the increase in the age of the installed
base of engines, 60.9% of adjusted revenue in the Propulsion
business is generated by services.
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Safran has demonstrated its ability to respond quickly and
adapt to the current economic constraints impacting the
aerospace sector in particular. After successfully ramping up
production in the past (particularly for the LEAP program),
Safran has adapted to the recent drastic drop in demand
from its customers and reviewed its internal and external
supply chain accordingly (see section 4.3.2), all the while
preparing for recovery. Investments are being carefully
managed, purchasing programs scaled back, Capex
commitments reduced, R&D expenses cut, the industrial
footprint streamlined and other action plans deployed for this
very purpose of guaranteeing its internal and external
capacity and in order to limit any malfunctions that could
arise. Safran also seeks to ensure that its production
resources are adapted to long-term trends in demand.

Competition

Safran faces fierce competition in all of its businesses, from
both global and international players and from players in
certain niche markets. To face down its competitors, the
Group strives to satisfy its customers with innovative, reliable,
safe and competitive products. Operational excellence and
continuous competitive performance enhancement are vital
levers for the Group. Safran also seeks to maintain and
sharpen its technological edge at all times, thanks to
sustained R&D spending with a particular focus on segments
where the product development cycle is unusually long.

To limit competition risk, Safran deploys its strategy with a
view to being present across all segments and all aircraft
components (see section 1.2), with a focus on its different
types of customers (i.e., aircraft manufacturers, airlines or
governments), and the different stages of its products’ life
cycle (original equipment and aftermarket service, in
particular). The Group continues to make targeted
investments in R&D (see section 1.5) and in selected external
growth transactions. It also develops partnerships on a
number of programs (see sections 1.3 and 4.3.2, “Supplier and
partner risks”). These partnerships and minority stakes may
take the form of joint ventures set up in full compliance with
the anti-trust laws applicable in all markets and countries in
which they operate.

4.3.1.2 Financial market risks

The main market risks to which the Group is exposed are
foreign currency risk, interest rate risk, counterparty risk and
liquidity risk.

Foreign currency risk

The Group is exposed to foreign currency risk, defined as the
impact on its balance sheet and income statement of
fluctuations in exchange rates in the course of its operating
and financial activities.

To protect its operating profit, the Group implements a
hedging policy with the aim of reducing uncertainty factors
affecting operating profitability and allowing it to adapt its
cost structure to a volatile monetary environment. The
currencies hedged over a period defined by the Group are
the US dollar (USD), pound sterling (GBP), Mexican peso
(MXN) and Canadian dollar (CAD).

The euro, which is the Group’s reporting currency, is the
counter currency for the purchase and sale of the currencies
listed above.

Most revenue earned in the civil aviation sector s
denominated in US dollars, which is the benchmark currency
used in the industry. The Group sells its US dollars against
euros.
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Safran also needs certain foreign currencies to pay salaries,
suppliers, fees and local taxes at its foreign sites, for which it
purchases pound sterling, Mexican pesos and Canadian
dollars against euros.

EUR/USD currency risk

The Group hedges its USD exposure over a timeframe of
three to four years. The net excess of revenues over expenses
in US dollars totaled USD 7.2 billion for 2020, down from
USD 11 billion for 2019.

The Group’s earnings are exposed to the risk of fluctuations
in the EUR/USD exchange rate as a result of its US dollar-
denominated financial assets and liabilities, which are set out
in section 3.1, Note 31, “Management of market risks and
derivatives” of this Universal Registration Document.

Shareholders’ equity is also exposed to the risk of fluctuations
in the EUR/USD exchange rate on the Group’s investments in
US businesses, which are disclosed in section 3.1, Note 37,
“List of consolidated companies” of this Universal Registration
Document.

EUR/USD dollar hedging policy

Three basic principles underscore the foreign currency risk
management policy defined by Safran for all of its
subsidiaries:

m protect the Group’s economic performance (i.e., its
operating profit) from random fluctuations in the US dollar
by contracting hedges;

m optimize the quality of hedging whenever possible;

m provide Group entities regarding the
applicable exchange rate.

with visibility

Protecting economic performance means setting a minimum
USD exchange rate parity over an applicable term. Minimum
parity corresponds to a USD exchange rate that allows Safran
to meet its operating profit targets. Hedging arrangements
have been made accordingly over a timeframe of three to
four years.

EUR/USD management policy

The hedging policy is based on managing the financial
instrument portfolio in order to guarantee a pre-defined
minimum parity.

In building up its hedging portfolio, the Group primarily uses
forward sales, accumulators and a combination of options,
which may include knock-in or knock-out barriers.

The knock-out barrier option “kicks out” if the spot exchange
rate climbs above the knock-out rate during the window in
which the option is active, and the value of the hedging
portfolio is then reduced by the notional value of the disabled
option, exposing the Group to under-hedging risk.

Conversely, the knock-in barrier option “kicks in” if the spot
exchange rate falls below the knock-in rate during the
window in which the option is active, and the value of the
hedging portfolio is then increased by the notional value of
the disabled option, exposing the Group to over-hedging risk.

Optimization measures are also used with a view to improving
the minimum exchange rate parity, and seek to protect the
Group’s economic performance at all times. They are based on
products that allow the Group to take advantage of any
improvement in the underlying exchange rate parities, without
calling into question the original minimum threshold.
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EUR/USD hedging portfolio

The Group’s hedging portfolio is described in section 3.1,
Note 31, “Management of market risks and derivatives” of this
Universal Registration Document.

Air transportation is one of the sectors most affected by the
Covid-19 pandemic, with a record decline in passenger
numbers due to the closure of borders worldwide. This lasting
decline in business has an immediate impact on the Group’s
foreign currency hedging requirements.

In 2020, the Group continued to deploy its exposure hedging
strategy, using a timeframe of three to four years. Net
estimated annual exposure, which depends on sales figures,
has been revised downwards for the period between 2020
and 2024. It is currently estimated at USD 8.5 billion for 2021,
gradually recovering to USD 11 billion by 2024, and is
regularly reviewed for each year covered by the foreign
currency risk hedging policy.

As of February 1, 2021 and under the current hedging
conditions, the Group has hedged its USD exposure for 2021,
estimated at USD 8.5 billion, at a rate of USD 1.16 to the euro.
The Group has also hedged its USD exposure for 2022,
estimated at USD 9 billion, at a target hedging rate of
between USD 1.14 and USD 1.16 to the euro, and its entire USD
exposure for 2023, estimated at USD 10 billion, at a target
hedging rate of between USD 1.14 and USD 1.16 to the euro.
Most options include knock-out barriers set at various levels
between USD 1.2350 and USD 1.31 to the euro. In the event of
a sustained rise in the EUR/USD spot rate, certain options
would disappear from the portfolio, jeopardizing targeted
hedge rates for 2021 to 2023.

A one-cent change in the EUR/USD exchange rate parity on
the hedged rate has an impact of around €50 million on
adjusted recurring operating income.

Sensitivity

The following tables present the sensitivity of the main
income statement aggregates to a 5% increase or decrease in
the EUR/USD exchange rate (average and closing exchange
rates). The first table shows adjusted data, the second
consolidated data. The sensitivity analysis takes account of:

m the translation effect, i.e., the impact of changes in the EUR/
USD exchange rate on the translation into euros of the
results of entities whose functional currency is the US dollar;

m the transaction effect, i.e., the impact of changes in the
EUR/USD exchange rate on USD transactions carried out
by entities whose functional currency is the euro, and on
the value of the EUR/USD hedging portfolio.

The sensitivity of equity to a 5% increase or decrease in the
EUR/USD closing exchange rate affecting the net investment
hedge of some of its US entities is presented in section 3.1,
Note 31, “Management of market risks and derivatives” of this
Universal Registration Document.



Adjusted data
(in € millions)
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2019 2020

EUR/USD exchange rate change assumptions -5% +5% -5% +5%
Average exchange rate 112 114

Average exchange rate used for sensitivity analysis 1.06 118 1.08 1.20
Closing exchange rate 112 1.23

Closing exchange rate used for sensitivity analysis 1.07 1.18 117 1.29
Revenue 698 (631) 429 (388)
Profit from operations 31 (28) 9 8)
Financial income (loss) 20 18) (30) 28
Profit before tax 51 46) (22) 2
Non-adjusted consolidated data

EUR/USD exchange rate change assumptions -5% +5% -5% +5%
Average exchange rate 112 114

Average exchange rate used for sensitivity analysis 1.06 118 1.08 1.20
Closing exchange rate 112 1.23

Closing exchange rate used for sensitivity analysis 1.07 118 117 1.29
Revenue 1,178 (1,066) 705 (637)
Profit from operations 503 (456) 277 (257
Financial income (loss) (2,675) 1,057 (680) (387)
Profit before tax (2172) 602 (403) (638)

Other foreign currency risks

The Group also hedges its exposure to three other countries
(pound sterling, Mexican peso and Canadian dollar) over a
timeframe of three to four years. It needs an equivalent of
USD 200 million to USD 400 million per year to cover its
purchase needs in these three currencies.

The hedging policy and management approach are the same
as that applied for EUR/USD. Hedging arrangements typically
involve forward contracts. The Group enters into options
only on exceptional occasions and they only represent a small
percentage of the derivatives in its portfolio.

Interest rate risk

The Group’s exposure to fluctuations in interest rates covers
two types of risk:

m fair value risk in respect of fixed-rate financial assets and
liabilities. Interest rate fluctuations impact the market value
of these assets and liabilities;

m cash flow risk in respect of floating-rate financial assets
and liabilities. Interest rate fluctuations have a direct
impact on the Group’s earnings.

Within the framework of its interest rate risk management
policy, the Group arbitrates between these two types of risk
using financial instruments specific to fixed-income markets
(interest rate swaps and options, etc.).

EUR interest rate risk

Interest rate swaps were taken out at inception to convert the
fixed rate payable on the €200 million bond issue carried out
in first-half 2014 and maturing in April 2024 to a floating rate.

Exposure to EUR interest rate risk is described in section 3.1,
Note 31, “Management of market risks and derivatives” of this
Universal Registration Document.

USD interest rate risk

The interest rate portion of the cross currency swap was
eligible for hedge accounting. The interest rate on the two
outstanding tranches of the Group’s February 9, 2012 issue of
senior unsecured notes on the US private placement market
(USPP) was converted to a floating rate at inception.
Floating-rate borrower/fixed-rate lender USD swaps were set
up on the 10-year and 12-year tranches, for USD 540 million
and USD 505 million, respectively. These swaps are eligible
for fair value hedge accounting.

In March 2019, these two 10-year and 12-year tranches for
USD 540 million and USD 505 million, respectively, were
switched to euros by means of a cross currency swap
(USD floating-rate lender/EUR fixed-rate borrower). The
interest rate portion of the cross currency swap was eligible
for hedge accounting.

Fixed-rate borrower/floating-rate lender swaps were set up
in connection with the sale of trade receivables without
recourse. The swaps are for a nominal amount of
USD 1,250 million and a term of up to 12 months, and were
taken out on behalf of a joint arrangement 50%-owned by the
Group. This transaction gives rise to a floating-rate
borrower/fixed-rate lender swap for a nominal amount of
USD 625 million after elimination of intragroup items. These
swaps are not eligible for hedge accounting. The aim of these
transactions is to fix the borrowing cost applicable to the
customer.

Exposure to USD interest rate risk is described in section 3.1,
Note 31, “Management of market risks and derivatives” of this
Universal Registration Document.
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Sensitivity

A 1% (100 basis point) increase in euro or US dollar interest
rates would increase the Group’s cost of net debt by
€4 million (compared with a €6 million increase in the cost of
net debt in 2019).

Counterparty risk
The Group is exposed to counterparty risk on the following:
m short-term financial investments;

® bilateral or syndicated financing commitments, received
but not drawn down;

m derivatives;
m trade receivables;
m financial guarantees granted to customers.

Financial investments are diversified and consist of blue-chip
securities that are traded with top-tier banks.

Similarly, financing commitments received but not drawn
down are contracted solely with leading counterparties.

The sole purpose of the Group’s derivative transactions is to
reduce the overall exposure to foreign currency and interest
rate risks resulting from its ordinary business activities.
Transactions are either carried out on organized markets or
over-the-counter with top-tier intermediaries.

The counterparty risk taken into account in pricing derivatives
is not material (section 3.1, Note 2.w, “Derivatives and hedge
accounting” of this Universal Registration Document).

Counterparty risk related to trade receivables is limited due
to the large number of customers in the portfolio and their
geographical diversity.

Within the scope of its civil and military aviation businesses,
the Group may be exposed to late payments from its
customers, particularly sovereign customers, and this could
affect its ability to meet its free cash flow targets.

The maturity schedule for trade and other receivables is set
out in section 3.1, Note 19, “Trade and other receivables” of
this Universal Registration Document.

Liquidity risk

The Group looks to ensure that it has broad access to
liguidity in order to meet its obligations as they fall due. To
do this, it borrows from banks and capital markets, thereby
exposing it to liquidity risk if all or part of these markets were
to dry up.

Safran’s business requires it to have access to external
sources of financing and the availability of such financing
depends on a variety of factors such as market conditions
and the macroeconomic environment. A deterioration in the
financial markets (capital or bank debt markets) could lead to
an increase in borrowing costs or even restricted access to
financing for both Safran and for its competitors.

Furthermore, lenders and/or investors could develop a
negative view of the Group’s short- to medium-term financial
prospects, particularly if it were to incur losses, which could
also affect its future financing capacity.
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Treasury management is centralized within the Group. Where
permitted by local legislation, all surplus cash is invested with,
and the financing requirements of subsidiaries met by, the
parent company on an arm’s length basis. The central cash
team manages the Group’s current and forecast financing
requirements, and ensures it has the ability to meet its
financial commitments while maintaining a level of available
cash funds and confirmed credit facilities commensurate with
its scale and debt repayment profile.

Surplus cash is managed with two principles in mind:
m safeguarding the amounts invested at all times;

® optimizing investment yields whenever possible, without
jeopardizing the investments themselves.

Since the Group has an undrawn, confirmed liquidity line at
December 31, 2020, it is relatively insensitive to liquidity risk.
This €2,520 million line was set up in December 2015 and had
an original maturity of December 2020, with two successive
one-year extension options. Both these options have been
exercised, meaning that the line is currently set to expire in
December 2022. This line is not subject to any financial
covenants.

On April 22, 2020, the Group set up an additional confirmed
liquidity line for an initial amount of €3,000 million, which
remained undrawn at December 31, 2020. The amount of this
line was reduced following the OCEANE bond issue on May
15, 2020, the issue of senior unsecured notes on the US
private placement market (USPP) on June 29, 2020 (see
chapter 3, section 3.1, Note 27), and the OCEANE tap issue
carried out on October 12, 2020. At December 31, 2020, the
facility represented €1,425 million.

Issues of senior unsecured notes on the US private placement
market (USPP) on February 9, 2012 and June 29, 2020 are
subject to a financial covenant which states that the net debt
to EBITDA ratio must be 2.5 or less.

The euro private placement (“Euro PP”) in the form of a
syndicated loan, set up by the former Zodiac Aerospace on
March 10, 2016 and with an original maturity of seven years, is
also subject to a financial covenant which states that the net
debt to EBITDA ratio must be 3.5 or less.

The terms “net debt”, “EBITDA” and “total equity” used in the
aforementioned covenants are defined as follows:

® net debt: interest-bearing borrowings (excluding borrowings
subject to specific conditions) less marketable securities and
cash and cash equivalents;

m EBITDA: the sum of profit (loss) from operations and the
net charge to depreciation, amortization and provisions for
impairment of assets (calculated based on adjusted data).

The maturity schedule for financial liabilities (excluding
derivatives with a negative fair value) is set out in section 3.1,
Note 27, “Interest-bearing financial liabilities” of this Universal
Registration Document.



4.3.1.3 Legal and regulatory risks

From a legal standpoint, Safran is exposed to the risk of
claims resulting from alleged non-compliance with certain
contractual obligations in its relations with third parties. If any
such claims are made, they are examined by the Legal
Department so that it can best defend the Group’s interests.

Aside from the main legal risks identified and disclosed in
“Contingent liabilities arising on ordinary activities” of
section 3.1, Note 34, "Off-balance sheet commitments and
contingent liabilities” and in section 3.1, Note 35, "Disputes and
Litigation” of this Universal Registration Document, based on
an analysis of the legal risks to which the Group is exposed, no
other probable or material risks were identified.

The Group is also exposed to the risk that it fails to comply
with applicable regulations. Regarding anti-trust law, anti-
corruption regulations, customs and export controls, and any
embargoes and sanctions taken against countries in which it
does business, the Group is bound by legislation and
regulations issued by French and international authorities,
particularly the European Union and the United States.

To ensure that it complies with French and international
regulations, Safran has put in place action plans as outlined in
section 55 of this Universal Registration Document.
These action plans are designed to ensure that Group
companies report all claims or any potential cases of non-
compliance with applicable regulations, inform the authorities
concerned of any such cases identified, and take all the
necessary precautions to prevent similar cases arising in the
future. To date, the very few instances of non-compliance with
export rules voluntarily brought to the attention of the
authorities have either been closed after investigation without
damages or are currently being addressed, with the past
exception of non-material customs penalties. Concerning the
risks of embargoes and sanctions, particularly in the United
States, the Group has taken all adequate and necessary
measures to comply with all such rules affecting its operations.
The Group was audited by the French anti-corruption agency
(Agence frangaise anticorruption - AFA) in 2020 and is
awaiting the conclusions of its report. Safran has stepped up
its corruption risk prevention program and will implement any
improvements recommended by the AFA in its report.

Pursuant to Regulation (EU) 2016/679 of April 27, 2016,
known as the General Data Protection Regulation, the Group
is continuing to deploy measures throughout its international
organization to ensure that local legislation is factored into its
processes. The Group continually reviews and updates its
internal guidelines and deploys regular awareness-raising and
training initiatives for those employees in charge of activities
that involve the processing of personal data.

4.3.1.4 Risks of negative media coverage

The Group is exposed to the risk of negative media coverage
arising from its products or services, or its people - either its
own officers or employees, or third parties - acting
intentionally or unintentionally. To mitigate this risk, which
could have a long-term reputational impact, Safran has drawn
up a number of in-house rules and guidelines for sharing best
practices. These rules and guidelines are backed up by regular
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awareness campaigns and tailored training initiatives, and feed
into the Group’s communication strategy targeting the
financial and institutional investor community and the general
public. Separate guidelines apply for risks arising from social
media. As mentioned in section 4.1.1, Group crisis management
processes have been devised to deal with these new risks and
include the use of “reflex tip sheets”.

4.3.1.5 Risks relating to climate change

To contend with the physical risks inherent in climate change
to which the Group is exposed, especially natural hazards,
Safran has devised a HSE strategy and governance framework
(see section 5.4) to guarantee a high level of protection for all
its employees and assets. Rigorous standards have been
introduced at all sites and a range of training, prevention,
transition and streamlining initiatives have been deployed to
contain and control the Group’s overall risk exposure.

Moreover, as documented in section 5.3 of this Universal
Registration Document, Safran is deploying a proactive
strategy underpinned by quantified objectives for meeting
key climate change challenges and the increasing scarcity of
fossil fuels, by carefully controlling and reducing its energy
consumption and the greenhouse gas emissions produced by
its operations and services (Scopes 1 and 2). To manage this
transition risk, Safran has deployed a number of targeted
actions for improving the performance of its new buildings,
reducing energy consumption at its existing sites,
and switching energy sources by using breakthrough
solutions for heat generation, selecting low-carbon energy
sources, or introducing biofuels into its engine tests.

More generally speaking, and to affirm its commitment to the
decarbonization of the aerospace industry, Safran is involved
in drafting environmental standards and contributing to the
work of institutions like the International Civil Aviation
Organization (ICAO) via the Air Transport Action Group
(ATAG), the International Aerospace Environmental Group
(IAEG), the European Civil Aviation Conference (ECAC), the
Aerospace & Defense Industries Association of Europe (ASD)
and the French Aeronautical and Space Industries Group
(GIFAS). Safran is proactively helping to achieve carbon
neutrality in the sector by 2050 and has deployed a
technological roadmap designed to cut the emissions
generated by its products (Scope 3). Essentially all of the
Group’s R&T activities are now focused on:

m designing more fuel-efficient engines and lighter aircraft
equipment that help to cut in-flight CO, emissions
(harnessing cutting-edge and varied technologies, new
materials and alloys, etc.);

® participating in research into alternative fuels and
promoting the use of sustainable fuels on a large scale
(biofuels, liquid hydrogen);

m developing more electric aircraft with an enhanced energy
chain (electric cylinders for thrust reversers, electric
brakes, electric propulsion systems for use over short
distances, hybridization, hydrogen, etc.).

All of these initiatives are perfectly in line with the approach set
out in the aerospace sector support package announced by the
French government in June 2020 in response to the health and
economic crisis triggered by the Covid-19 pandemic.
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4.3.2 Risks relating to Group operations

4.3.2.1 Aircraft accidents

Safran products are integrated in high-tech equipment with a
high unit price, especially civil and military aircraft and
helicopters. Safran may be held liable, for example, for the
malfunction, loss or accident of an aircraft, the death of
passengers, or the loss of operating capability by an airline or
helicopter operator. As part of its risk management policy,
Safran adopts a variety of measures to limit risks relating to
aircraft accidents.

The regulations governing Safran’s activities stipulate the
quality, reliability and, above all, safety standards that apply
for civil aviation flights and the related products and services.
These rules apply throughout the life of the aircraft for its
design, manufacture, operation, airworthiness and
maintenance. All aircraft components must be designed,
manufactured and maintained or repaired in a suitable and
controlled environment, using approved data, carefully
calibrated tools and trained operators. The entire process
must be certified by accredited personnel and traceability
must be clearly documented and recorded. The requirements
that Safran strictly complies with are issued by the ICAO and
transposed into European regulations by the EASA, which
delivers Design (Part 21J), Production (Part 21F or G) and
Maintenance (Part 145) Organization Approvals. The EASA
oversees the work of national organizations like the French
Directorate General for Civil Aviation (DGAC). Similar rules
and approvals are applied by other authorities such as the
Federal Aviation Administration (FAA) in the United States,
the Civil Aviation Administration of China (CAAC) and the
CAA for the United Kingdom. Bilateral agreements exist
between the different authorities to coordinate their efforts.

To comply with these requirements, each Safran entity
concerned deploys a Safety Management System that meets
the international standard published on October 3, 2018 by
the ASD, based on four key principles:

m safety policy and objectives: commitment by Executive
Management of the entity concerned;

® management of flight safety risks at different levels:
engineering, program, quality, flight safety;

m incident reporting/monitoring: detection (including alerts),
analysis and processing of all airworthiness events (tracking
suppliers, reporting abnormal employee behavior, reporting
shopfloor incidents, analyzing the related feedback) and
creation of a Group airworthiness committee in 2018,
structured around the airworthiness teams in the entities
concerned; and

m deployment/promotion of the Safety Management System:
promotion of the system, sharing of information
(mandatory training for all employees, training in “Human
Factors” for all personnel who may be exposed, personnel
clearance by the aviation authorities, regular distribution of
information and feedback).
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This Group policy is now enshrined in a charter detailing
Safran’s commitments in this area, and can be consulted on
Safran’s website at https://www.safran-group.com/fr/file/
download/politique-securite-aerienne-safran.pdf.

Safran also deploys specific initiatives that provide enhanced
project management maturity and reduce the consequences
of aggravating - human - factors. The “One Safran” quality
management system (see section 1.7) provides project teams
with a framework known as “PROMPT” as well as methods
and applications for enhancing program management
processes. PROMPT is based on five “golden rules”:

keeping the Program Management Plan (PMP) up to date;
meeting the expectations of all stakeholders;

planning and meeting technical objectives;

steering performance; and

managing risks.

It has been rounded out with a Program Management guide
of best practices and rules to be respected, charted on a
maturity grid that enables program managers to conduct an
annual self-assessment of their risks and the measures in
place, and to implement the requisite action plans. Safran is
also deploying a range of quality-focused initiatives such as
systematic targeted audits and a single Quality Audit Tool for
the entire Group. In addition, dedicated progress plans,
which include rollout of the Quick Response Quality Control
(QRQC) method, allow any quality issues to be dealt with
swiftly, close to source, and the appropriate remedies to be
applied. Program oversight and development has been
stepped up as part of the “One Safran” quality management
system, resulting in more detailed risk analysis (product and
process risk analyses).

The effectiveness of this state-of-the-art system and the
related action plans have made it possible for Safran to obtain
airworthiness agreements (or renew such agreements) and EN
9100-certification for the tier-one entities concerned (see
section 1.7), while constantly reducing the number of possible
incidents in a context of sustained growth in air traffic.

4.3.2.2 Delays, program development
and industrialization

Safran customers may encounter difficulties in meeting their
program schedules or even keeping programs going. Delays
in production schedules for new aircraft may lead to the
postponement of deliveries, including Safran equipment
deliveries, and impact the Group’s revenue. In certain cases,
delays specific to developments under Safran’s responsibility
can lead it to pay damages to the stakeholders concerned.
The Group may be held liable for these delays. Delays can
also lead to Safran collecting cash later than forecast, thereby
impacting the Group’s cash and potentially its profitability.
It may also culminate in Safran having to write off assets.



Safran is exposed to the consequences of the
Boeing 737MAX accidents and the ensuing flight ban in effect
since March 2019, which has gradually been lifted following
the decisions taken by the FAA, Transport Canada Civil
Aviation (TCCA) and EASA on December 9, 2020, January 18,
2021 and January 27, 2021, respectively. The Group faced a
series of risks, including cash flow problems, more complex
supply chain management due to changes in production
schedules or a temporary halt in production by the airframer,
difficulties with re-certification and deliveries and return to
service of aircraft in storage, or a loss of interest in the
aircraft, as well as a whole host of other longer-term
consequences for this program. Safran has successfully taken
specific action to manage these scenarios.

Nevertheless, short-term uncertainty arising from the health
and economic crisis triggered by the Covid-19 pandemic
could also affect Safran’s programs and their profitability
more generally. Safran’s action plans have been stepped up
accordingly, however these plans are not designed to deal
with short-term economic uncertainties.

In the space industry, the ArianeGroup joint venture (see
“Partner risks” in section 4.3.2.4 below) exposes Safran to
possible delays in the design and production of the Ariane 6
program or to a potential failure to provide adequate
solutions to current challenges in the civil space launcher
market. This market is currently having to contend with fierce
competition, especially from operators receiving government
aid, falling prices and the changing needs of satellite
operators. In the transition phase between the future Ariane 6
and the current Ariane 5 launcher, ArianeGroup must take
the necessary steps to transform its industrial design, ramp
up developments and deploy pro-proactive solutions in the
guest for competitiveness.

4.3.2.3 Products and services

The Group applies very strict environmental, quality and safety
standards in the design and manufacture of its high-tech
products and associated services.

Thanks to robust processes and high-level oversight of
certain key aspects (such as production rates), program
management enables the Group to ensure a smooth
transition between the different programs (see section
4.3.2.2, “Delays, program development and industrialization”).

Quality failures or shortcomings in Safran’s equipment, systems
or technology could result in costly claims for damages from
customers, partners or third parties (product recalls, upgrade
campaigns or retrofits), lost revenue and/or a loss of its
commercial standing. Safran’s image may also be affected.

In order to manage the impact of this risk as effectively as
possible, Safran has deployed a range of quality-focused
initiatives such as systematic targeted audits, kept and
adapted in digital format if this proves necessary in the
context of the current health crisis, and a Group quality audit
tool, as indicated in section 1.9 of this Universal Registration
Document and in “Aircraft accidents” above.
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4.3.2.4 Supplier and partner risks

Generally speaking, Safran works in cooperation with
partners and suppliers in the majority of its businesses.
Events likely to affect its partners and suppliers could have an
impact on Safran’s business activities.

Supplier risks

Supplier difficulties or default, even when robustness and
business contingency planning is one of the key criteria for
selection, could impact the supply chain, resulting in
additional costs or production delays that would affect the
Group. In 2020, Safran purchased goods and services worth
€8.3 billion, i.e., around half of its revenue, and managing this
risk is one of the Group’s key challenges.

The Group Purchasing Department conducts a monthly
review of sensitive suppliers with a designated manager and
associated action plans. For these sensitive suppliers, it also
tracks their own in-house risk analyses. For non-production
purchases, Safran has put in place a central purchasing
strategy (see section 1.7) in the form of pooled facilities at a
Shared Services Center in line with the Group’s objectives of
excellence, competitiveness and sustainable development.
Safran has also deployed a responsible purchasing and duty
of care plan (see section 5.5.9). The current health and
economic crisis caused by the Covid-19 pandemic is
generating a risk of financial difficulties and default among
one or more suppliers that could impact the supply chain. To
deal with this risk, Safran has stepped up its efforts using the
programs described previously (see section 4.3.1.1, “Health
risks - Covid-19 pandemic”) and has created an additional
“Watch Tower” process for identifying and supporting
between five and ten key suppliers. The Group also
contributed to the new “ACE Aéro Partenaires” support fund
for the French aerospace sector set up in the spring of 2020
(see section 1.4.4). The Group is exposed to commodity
availability and price volatility risks for certain metals and
alloys, composite fibers and resins, cobalt, vanadium and oil.
To limit the impact of these risks, the Group negotiates
medium- and long-term procurement contracts with its
suppliers for titanium, super alloys, steel, aluminum and
materials for composite parts, setting up multiple-source
supply streams or building up appropriate inventories
wherever possible.

The volume of commitments undertaken by Group entities
corresponds to the planned increase in production over the
coming years. To protect its LEAP program and its supply
chain in particular, Safran has built up buffer stocks of
specific components and set up a multiple-source supply
approach organized around the related criticality, by sourcing
new suppliers and deploying other target initiatives.
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Partner risks

Safran is involved in several major strategic partnerships. If
any of these partnerships were not renewed, or if there were
governance or financing issues with a partner, for example,
Safran’s businesses could be affected.

A substantial proportion of Safran’s revenue is derived from
certain civil aircraft engine programs developed and
manufactured in cooperation with the joint venture CFM
International. This civil aerospace propulsion agreement has
been renewed through 2040 and includes operational
maintenance services.

Safran is also involved in several other major strategic
partnerships, taking care to ensure that its stakes and decision-
making capabilities are closely aligned with its strategy. In
particular, these partnerships include (see section 1.2.1.4):
Airbus (ArianeGroup) for space launchers, Air France
Industries KLM Engineering & Maintenance (Airfoils Advanced
Solutions) for repairs to high-pressure compressor blades and
variable stator vanes, Boeing (MATIS Aerospace “Morocco
Aero-Technical Interconnect Systems”) for the manufacture of
electrical harnesses and interconnection of electrical networks,
China Eastern (Xian Eastern Safran Landing Systems
Services) for landing gear repair and maintenance, MTU
(Aerospace Embedded Solutions) for critical software and
infrastructure for military and civil applications, Rolls-Royce
(Aero Gearbox International) for power transmission systems
for all future Rolls-Royce civil aircraft engines, Thales (Lynred
and Optrolead) for infrared detection and marketing optronics
systems and UEC Saturn (PowerlJet) for developing and
manufacturing the SaM146 engine for regional aircraft.

These partnerships are set up in full compliance with the
anti-trust laws applicable in all markets and countries in
which they operate (see section 1.4).

4.3.2.5 Health, safety
and environmental risks

All industrial activities generate risks, particularly health,
safety and environmental (HSE) risks. More specifically, these
risks concern production sites, fire, explosions, waste
discharges, liquids and gases as well as risks related to the
management and use of chemical substances. The potential
impacts include water and soil pollution and damage to
human health more generally. As indicated in section 5.4.4
“Health, safety and environmental (HSE) policy”, Safran’s HSE
policy is implemented within the framework of a continuous
improvement drive which aims to bolster its strategy of
anticipating and preventing potential risks in all of its
activities. It is also underpinned by HSE guidelines that cover
all sites (see section 5.4), reflecting the investments needed to
safeguard the health, safety and environment of all
stakeholders. Both these challenges and the main initiatives
deployed to meet them are described in chapter 5 hereinafter.
In light of the current Covid-19 pandemic situation, it details
the organization deployed by Safran to devise and implement
Group-wide health measures guaranteeing business continuity
by focusing on the protection of its employees as a priority.
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4.3.2.6 Personal safety risks

The Group’s international scope may generate certain safety
risks. The Safety Department has set up a specific oversight
organization for each country to address these risks. The
Group is constantly assessing the risks of terrorism, armed
conflict and confrontation with criminal organizations as well
as the consequences of geopolitical change. The regions in
which the Group operates are classified according to risk,
each of which is associated with a series of specific
prevention, detection and protection measures. The Group is
assisted in this initiative by the governments of France and
other countries as well as by specialist service providers. A
dedicated structure, such as an emergency operations center,
may be set up in response to a specific situation and
provided with the requisite resources in order to repatriate
operating staff, for example.

4.3.2.7 Data confidentiality risks

Safran is exposed to the risk of breaches of security in
relation to its industrial premises or data processing systems.

Data owned by the Group are critical in terms of technological
innovation, as well as strategy and key assets. Safran therefore
needs to have reasonable assurance that its intangible assets
(data, knowledge and expertise in particular) are adequately
protected.

Faced with risks of negligence, malicious intent, unlawful
attempts to gain access to confidential data and threats
to the security of its systems, prevention and protection
measures are deployed on an ongoing basis to guarantee
system and data integrity and ensure the Group’s business
continuity.

Cyber risks in particular could lead to disruptions in IT services,
causing, for example, the loss of connection on internal and
external network exchange platforms and the unavailability
of the Group’s information systems, or breaches in the
confidentiality or integrity of data hosted by or transiting
through its information systems (loss, destruction, theft and
corruption).

In order to limit the impact of this risk, Safran has defined an
information system security policy which sets down a series
of organizational, technical and governance guiding
principles. In June 2020, the Chairman and Chief Executive
Officer of Safran signed a new cybersecurity policy with the
aim of increasing protection for smart products and services
provided by the Group, available for consultation on the
Group’s  website  (https://www.safran-group.com/media/
safran-strengthens-product-cybersecurity-policy-20201204).
This policy notably meets requirements set out in French
regulations on the protection of intangible assets contained
in information systems. Under the policy, awareness-raising
and training initiatives for all Group employees are organized
on a regular basis. Lastly, in response to this growing and
evolving threat, Safran is stepping up its investment in
information system protection, incident detection and event
response, and security warnings and alerts, and in regular
reviews of their effectiveness, together with building up core
expertise in cybersecurity.
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4.3.3 Risks relating to the Group’s strategic development

4.3.3.1 Technological evolutions

The Group’s markets typically undergo far-reaching
technological changes. Safran designs, develops and
manufactures products and services renowned for their
advanced technological innovations. The Group is thereby
exposed to the risk of competitors developing products that
offer a better technical performance, are more competitive or
are marketed earlier than those it develops. It also has to
contend with the risk inherent in its choice of certain
emerging cutting-edge technologies to develop low-carbon
aviation (see section 4.3.1.5). If these choices subsequently
prove to be unsuitable, this could affect Safran’s activities or
financial position.

The actions taken by the Group to limit the impact of such
risks are outlined in section 1.4.5, “Research and development
expenditure”.

The Group draws on the complementary scientific and
technical expertise provided by its partners (see sections 1.4.2
and 4.3.2.4, “Supplier and partner risks”).

The Group has also created Safran Corporate Ventures
(see section 1.4.4), an investment vehicle for start-ups aimed
at supporting the upstream development of innovative, high-
potential technologies and capturing benefits for the
applications used by the Group.

Safran has set up a pooled research unit focusing on
upstream, cross-functional technologies within Safran Tech,
the Group’s research and technology center. Safran Tech is
home to nearly 500 scientists and technologists working in
research sites and hubs, including the facilities at Safran
Composites and Safran Ceramics. Around a hundred
specialists in organic and ceramic matrix composites and
organic chemistry work in these two facilities. Moreover, the
Gennevilliers plant experiments in forging and casting to give
Safran a cutting edge in the technologies involved in
machining aircraft engine parts. Lastly, building on the
Group’s new “campus factory” in Bordeaux should be
completed by the end of 2021. The site will become home to all
of the Group’s additive manufacturing expertise and resources
over the coming year.

For Safran, intellectual/industrial property (IP) is an intangible
asset of increasing importance in a context of globalized
markets and ever-fiercer competition. The Group has clarified
its IP governance and set up the Center for Intellectual
Property Excellence (CEPI), a more effective, centrally
coordinated structure involving specialists that work for all
Group entities. CEPI now provides all of Safran’s IP-related
assistance and consulting services and oversees the related
risks, notably those concerning the protection of know-how
and inventions, developing and pro-actively managing patent
portfolios, dealing with litigation and maintaining up-to-date
strategic and technological intelligence, and promoting the
Group’s innovation to secure its competitive advantage and
help it to meet customer needs as effectively as possible. The
IP team’s mission is underpinned by a Group charter setting

out the importance of maintaining strategic and technological
intelligence, respecting the rights of third parties, protecting
the Group’s IP portfolio and defending its rights and capacity
to gain a competitive advantage through innovation.
Streamlined governance, skills pooling and deployment of
processes for operational excellence are now being used by
the Group to both assess and control its exposure to IP risks.

4.3.3.2 Uncertainty regarding returns
on investments

Safran’s R&D activities - notably in the Aerospace domain -
require investments that only produce returns in the medium
to long term. The market and profitability assumptions
determined and regularly reviewed by the Group may not
prove accurate, and the products resulting from these
investments may not enjoy sufficient commercial success to
ensure a return on the initial investment (drop in demand,
shut-down of a program). Capitalized R&D assets (excluding
goodwill and programs) recognized in the balance sheet at
December 31, 2020 totaled around €3.9 billion (see section
3.1, Note 12), and property, plant and equipment
(mainly industrial investments) amounted to approximately
€4.1 billion (see section 3.1, Note 13). These amounts are net
of accumulated depreciation, amortization and impairment
losses. Investment decisions are coordinated at Group level,
based on tried and tested guidelines and numerous, specific
evaluation criteria.

4.3.3.3 Dependence on government
procurement contracts

Safran conducts part of its business with governments,
especially in military markets in Europe, North America, Asia
and the Middle East. Government spending in these markets
is subject to trade-offs that are contingent on the geopolitical
environment and budgetary constraints. Budget cuts
affecting many of the Group’s public customers can not only
lead to delays in orders placed or curtailments, postponements
or cancellations in the fulfillment of such orders and the
related financing, but also to a deterioration in advance
payment plans. This could affect Safran’s businesses or
financial position.

Safran’s strategy is based on a balanced portfolio of civil
aviation and military businesses. In 2020, military businesses
accounted for approximately 24% of the Group’s adjusted
consolidated revenue. The broad geographic diversity of the
Group’s businesses, particularly through its international sites,
reflects its customer diversification strategy which helps
create a robust business portfolio. This global strategy is also
a means of reducing the risk of dependency on government
business. Conversely, public procurement contracts can also
help to at least partially offset a drop in private sector
demand in the event of a major economic crisis affecting the
aerospace industry, such as the ongoing Covid-19 pandemic.
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Risk factors

4.3.3.4 Acquisition and restructuring risks

As part of its growth strategy and disciplined approach,
Safran may conduct targeted acquisitions of businesses or
companies, merge and/or set up companies, enter into
strategic arrangements, or divest select non-core businesses.
The Group has devised procedures and controls to limit the
risks inherent in such transactions. Processes have been put
in place to ensure that these transactions meet the Group’s
strict financial criteria (debt, return on capital employed,
etc.). These may have a negative impact on the Group’s
business, expected earnings or image should Safran fail to
integrate the businesses and employees of the acquired
entities, achieve the business plans, unlock the expected

4.3.4 Human resources risks

The Group’s different activities harness a wide range of
employee expertise and skills across many different sectors.
As a result, Safran is exposed to the risk of failing to find the
appropriate skills at the right time and in the right place that
it needs to deploy its strategy and complete its development
projects or its programs effectively.

In order to limit this risk, the Group continually strives to
rescale, acquire, retain, redeploy, bolster and renew the skills
that it needs or will need in the future. In addition to the
workforce readjustment measures required to be taken as a
result of the economic crisis triggered by the Covid-19
pandemic, Safran also has to contend with the high medium-
and long-term attrition rate caused notably by the very high
portion of employees expected to retire over the coming
years, and with the rapid changes occurring in the Group’s
businesses. It is developing partnership strategies with top
graduate schools and scientific universities to recruit
employees for its current core and future businesses. The
Group also actively promotes the Safran employer brand
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synergies and cost savings, or maintain good trade or labor
relations within the acquired entities following changes in
management or control. Strict oversight processes for these
transactions, especially new acquisitions, have been developed
to ensure that the synergies and earnings obtained are in line
with those forecast.

Safran applied these processes when it acquired Zodiac
Aerospace in first-quarter 2018. The integration plan was
deployed nominally and has made it possible to manage the
operational risks related to these new businesses more
effectively and to unlock planned synergies and raise
objectives to at least €250 million by 2022. The process has
now been completed. The initial objective was exceeded at
the end of 2020 despite the current difficult circumstances.

together with the attractiveness of its career opportunities. In
addition, professional and geographic mobility programs,
talent identification systems, succession planning for key
posts and skills, training, monitoring and career development
are all used to manage these risks. Initiatives to boost the
Group’s attractiveness as an employer and to prepare for the
future, and tailored training programs designed to facilitate
integration and transmit the Group’s know-how and values to
new hires are also deployed. The Group has strengthened
and concentrated oversight of these actions comprising a
global competitiveness plan into a single “Skills and Training”
division. Safran also continues to offer employee bonus,
profit-sharing and equity and savings incentive schemes that
foster employee buy-in and loyalty, although some of these
programs have been temporarily reduced or suspended in
France as a response to the current economic situation as
part of the “Activity Transformation” agreement signed on
July 8, 2020 between Executive Management and all of the
trade unions. All of these programs are described in more
detail in section 4.5.



4.4 INSURANCE

The Risk and Insurance Department identifies the accident
risks to which Group entities and businesses are exposed and
puts in place the appropriate insurance policies. This does not
include personal risk insurance or credit insurance.

The key accident risks are covered by worldwide multi-risk
policies spanning several years, negotiated with leading
insurance companies that reflect the Group’s current
exposure. They include:

® a “property damage and business interruption” policy
providing coverage for damage to industrial installations
(buildings, machines, inventories, etc.). The maximum payout
under the policy is €400 million, or up to €1.2 billion for
certain individual sites, excluding market-imposed sub-limits
for certain risks such as flooding, earthquakes and natural
disasters;
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Insurance

® “product third-party liability” policies covering the Group
in the event it is held liable for damages to third parties as
a result of an accident attributable to a delivered product
no longer owned or controlled by a Group entity:

e aviation products:

- the policies provide coverage totaling USD 2.5 billion
per annum that can be used during the year for
aviation products. Coverage for helicopter products is
capped at USD 1 billion, while coverage for terrorism
totals USD 1 billion;

e “land” products (excluding aviation businesses):

- the policies provide coverage of €200 million per
annum that can be used during the year.

The Group’s captive reinsurance company participates in the
operational risk coverage scheme within the framework of
“civil aviation liability” and “property damage and business
interruption” insurance policies.
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