
Thales Thales 
Merrill LynchMerrill Lynch
9th Annual Global Industries Conference9th Annual Global Industries Conference

11 May 2007



�

M
ay

 2
00

7
2006, a very positive year for 2006, a very positive year for ThalesThales

Very satisfying 2006 results

� Back to growth confirmed

� Further increase in operating results 

� Clear improvement in free cash flow 
from operations

Clarified strategic views

� Non core activities divestment virtually achieved

� Major pivotal strategic agreements reached
with Alcatel-Lucent and with DCN 

A stabilised shareholding structure

Towards the ‘new Towards the ‘new Thales’ Thales’ 
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��� � Order book at year end 20,22320,223 20,67620,676 + 2%
in months of revenues 24 2424

��� � Order intake 12,781 10,81810,818 - 15%

��� � Revenues 10,263 10,26410,264 -
organic var. + 4.3%

��� � Income from operations 722 755755 + 4.5%
margin in % of revenues 7.03% 7.35%7.35%

��� � Net income, Group share 334 388388 + 16% 

Net income per share, diluted (in €) 1.97 2.262.26 + 15%+ 15%

��� � Dividend (in €) 0.83 0.87 + 5%

��� � Net cash flows from operat. activ. 610 754754 + 24%

��� � Net debt / (Net cash) at end Dec. 398 (91)(91) - 123%

2006 Key figures2006 Key figures

in €m 2005 20062006 change
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Major trends in 2006  Major trends in 2006  

� Return to growth confirmed 
� Book to bill = 1.05 

���� further increase in order book

� Organic growth in revenues: + 4.3%

� Significantly improved income
� Income from operations: + 4.5% 

���� higher margin at 7.35% vs 7.03%

� Net income: + 16% 

� Net cash position at year end

� Net cash flows from operating activities:
���� + 24 % at €754 m
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StrengthenedStrengthened base of base of orders orders 

20052005 20062006

Unit value < €100mUnit value < €100m

Unit value > €100mUnit value > €100m

8,6308,630

12,78112,781in €€m

4,1514,151

+ 11%+ 11%

9,5489,548

10,81810,818

1,2701,270

20042004

9,3759,375

7,3037,303

2,0722,072
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17 programmes = 35% of total order book (17 programmes = 35% of total order book ( €€20.7bn)20.7bn)

� FREMM  France / Italy 1,711
� FSAF phase 3 (air defence missile system ) France / Italy 903
� Rafale France 823
� Watchkeeper United Kingdom 761 
� Scorpène submarines India 540 
� Syracuse III (satellite com. network) France 287
� Meltem (maritime patrol) Turkey 260
� NH90 helicopters (avionics & training ) France / Germany 241
� Corvettes & offshore patrol boats Navantia 204
� A400M (avionics) Europe 200 
� Shola 2 (air defence systems support) Saudi Arabia 197 
� Tiger helicopters (avionics & training) France / Germany 190 
� Scorpène submarines Malaysia 187 
� Sonar support (‘CLS’) United Kingdom 187 
� Starstreak  (air defence missile system) United Kingdom 187
� Horizon frigates France / Italy 177
� Patrol boats Denmark 165

Major programmes in Major programmes in orderorder book book atat end 2006end 2006

in €min €m



�

M
ay

 2
00

7

10.310.3

2006 revenues 2006 revenues organic growthorganic growth : + 4.3%: + 4.3%

in €bn

disposals (€398m)

10.310.3
acquisitions (€53m)

exchange ((€€73m)73m)

20052005 20062006

10.210.2

9.89.8

+ 4,3%+ 4,3%
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United 
Kingdom

By origin by destination

France

Other Europe

€10.3bn North America

Asia-Pacific

Africa & 
South America

2006 revenues 2006 revenues by geographical areaby geographical area

Near & Middle East

13%13%

15%15%

12%12%

20%20%

4%4%
6%6%

30%30%

16%16%

12%12%

10%10%
7%7%

52%52%
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�� RevenuesRevenues 10,263 10,264 + 1

�� Income from operationsIncome from operations 722 755 + 33
Restructuring costs (213) (193) + 20
Gain on disposals & others 40 14 - 26

�� Income Income of operating of operating activitiesactivities 549 576 + 27
Financial results (93) (73) + 20
Financial component of pensions (34) (19) + 15
Income tax (87) (101) - 14
Equity in income of uncons. affiliates 8 8 -

�� NNet et incomeincome 343343 391391 + 48+ 48
incl. Minority interests 9 3 + 6

� Net income, Group share 334 388 + 54

Net Net IncomeIncome €€388m: +16%388m: +16%

in €m 2005 2006 variation
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�� Operating cash flow before WCROperating cash flow before WCR 901 901 946 946 + 45+ 45

� Change in WCR & in reserves
for contingencies (134) (24) + 110

� Payment of pension benefits * (111) (140) - 29
� Income tax paid (46) (28) + 18

�� Cash flow from operating activitiesCash flow from operating activities 610610 754 754 + 144+ 144

� Net operating investments (352) (373) - 21
incl. capitalised R&D (138) (157) -19

�� Free cash flow from operations Free cash flow from operations 258258 381 381 + 123+ 123

� Net disposals 311 289 -- 2222

� Dividends (134) (140) - 6 

�� Net cashNet cash flowflow 435435 530530 +95+95

Net cashNet cash flowflow up to up to €€530m: + 22%530m: + 22%

in €m 2005 2006 var.

* defined benefit schemes
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Back to net cashBack to net cash

2002

860

2003 20042000

(463) 

1,856

1,464
1,320

906

2001 20061999

Net debt / (net cash) in €m

398

(91)

2005

606

1,760

1,271
1,123

679

97

(376)

as stated

excl. ‘PFI’ debt

French GAAP from 1999 to 2003
IFRS since 2004 
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Net debt / (Net cash)

in €m

S & P rating: A-
Moody’s rating: A 1

EquityEquity & Net & Net debtdebt / (Net cash)/ (Net cash)

D

D + SN
Gearing = 33%33%

(91)

2,286

ncnc

31/ 12/ 2006

860

1,710

1/ 01/ 2005

398

2,062

16%16%

31/ 12/ 2005
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2006, a very positive year for 2006, a very positive year for ThalesThales

Very satisfying 2006 results

� Back to growth confirmed

� Further increase in operating results 

� Clear improvement in free cash flow 
from operations

Clarified strategic views

� Non core activities divestment virtually achieved

� Major pivotal strategic agreements reached
with Alcatel-Lucent and with DCN 

A stabilised shareholding structure

Towards the ‘new Towards the ‘new Thales’ Thales’ in 2007in 2007
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� Revenues 2,099

� Gross margin 483

� Income from operations ** 105

TransferTransfer of of activitiesactivities from Alcatelfrom Alcatel --LucentLucent

*    Source: Alcatel-Lucent

2006 key figures on the transferred activities* in € m 

* *  after Alcatel-Lucent corporate fees 

1st Dec. 2006 signature of the Master Agreement 

5 Jan. 2007 EGM approved contribution of Transport & Security a ctivities
& the issuance of 25 million of new shares allocated to Alcatel-Lucent
Creation of the Security Solutions & Services divis ion

6 April 2007 Acquisition of space activities for €670 million in  cash
67% of Alcatel Alenia Space, 33% of Telespazio, 
2 JVs with Finmeccanica
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Investment in DCNInvestment in DCN

Activities disposed DCN (100%)
by Thales

2006 2005 2006

Order book at 31 Dec. 2,760 8,303 8,200

Revenues 397 2,833 2,700

Inc. from Operations 37 222 213
Operating margin 9.4% 7.8% 7.9%

Net cash at year end 177 1,600 1,400

Key figures in €m

15 Dec. 2005 signature of a MOU 
defining cooperation’s major modalities

30 Jan. 2007 signature of the Final agreement

29 March 2007 finalisation of the operation *:
���� disposal by Thales to DCN of its French-based naval surface activities
���� disposal by the French State to Thales of a 25% stake in DCN
���� the balance of these 2 transactions was a €55 milli on cash payment 

by Thales to the French State
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A stabilised shareholding structure A stabilised shareholding structure 

following the contribution operation on 5 January 2 007following the contribution operation on 5 January 2 007

Float Float 
53.5%53.5%

GIMDGIMD
5.7%5.7%

inclincl . . 
Employees Employees 

4.5%4.5%

AlcatelAlcatel --LucentLucent
9.5%9.5%

After contributionAfter contributionBefore contributionBefore contribution

ShareholderShareholder
AgreementAgreement
46.5%46.5%

AlcatelAlcatel --LucentLucent
21.0% 21.0% 

inclincl . GIMD . GIMD 
5.0%5.0%

inclincl . . 
Employees Employees 

3.9%3.9%

Float Float 
51.7%51.7%

ShareholderShareholder
AgreementAgreement
(1)(1) 47.8% 47.8% 

(1) (1) excludingexcluding 0.5% 0.5% heldheld by by SogepaSogepa (100% French State)(100% French State)

FrenchFrench
StateState
31.3%31.3%

FrenchFrench
StateState
27.3%27.3%

197 million shares197 million shares172 million shares172 million shares
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Aerospace

25%

Security
25%

50%
Air 
Land
Naval

Joint

Defence

Shared assets serving 3 domains

TheThe New New ThalesThales : a: a coherentcoherent groupgroup
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TheThe New New ThalesThales : a: a coherentcoherent groupgroup

Shared assets…

� A shared dual technology platform

� Expertise spanning the whole value chain:
equipment & systems, prime contracting and 
services

� Same type of customers:
governments, administrations, corporations

� Wide international presence
facilitating a mutual go-to-market strategy
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Defence: Thales, at the heart of new challengesDefence: Thales, at the heart of new challenges

New threats
New customer needs

� Priority on detection, communication and operation mana gement 
capabilities

� Secure communications networks
(SatCom – NATO, Syracuse – France)

� Renewal of product portfolio and launch of a range of ne w generation 
solutions

� New generation software defined radios (MBITR – USA)

� New range of radars

� Established presence in the North American market 
� Air defence radars and operational centre with Rayth eon

� Tactical radios

� Positioning in growing markets in Asia, the Middle East
� Armoured vehicle fire control, combat systems and ra dars for frigates

in Korea       
� Anti-air missile defence system support for Saudi Ar abia
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Aeronautics , dynamic and sustainable market
� Strengthened position as a Tier 1 equipment provider

� Strong order book for aircraft manufacturers
� Major ongoing programmes

� A 320, A 330, A 380
� A 400 M, Rafale

� Investments and an extended offering
� Electronic applications and power generation
� In-flight entertainment: 40% worldwide market share

strong breakthrough in Asia (China and India)
� Cabin lighting systems with Diehl Aerospace
� Watchkeeper UAV-based systems: capability-based offe ring

� New opportunities
� Boeing : B787, In Flight Entertainment 
� Airbus : demand for broadening of services (A 350, n ew generations)
� Sukhoi (Superjet 100 regional jets)

Space*
� Civil market rebound (Telecoms, HDTV)

� Major European initiatives (Galileo, GMES)

� New dimensions of modern defence policy (Syracuse, Helios) 

* Subject to European Commission clearance

Aerospace: a widened offeringAerospace: a widened offering



�	

M
ay

 2
00

7
SecuritySecurity : : strengthened positioningstrengthened positioning

Higher critical infrastructure safety and security stakes
Markets that are increasingly structured & expanding in all regions around the world

Systems 50%

Equipment 25%

• Main line signalling
(Germany, Spain )
• Urban rail (London)
• Ticketing (Toronto)
• Airport security

(Middle East)

• Cryptology 
(France, UK, Norway )

• Simulators
• Payment terminals

• Outsourced IT services 
(French space agency,  
EWS in the UK)

• Education & Training

Services 25%

Thales, leader in high-growth markets: 
Transport, Civil Security, Energy
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2007, a decisive step towards the 2007, a decisive step towards the ‘‘new new ThalesThales ’’

… with a step by step processing of strategic operat ions

Agenda

5 January Contribution by Alcatel-Lucent of 
Transport & Security activities

29 March Completion of operations with DCN
6 April Acquisition of Alcatel-Lucent’s space activities

Objectives 

Revenues > €12bn and ~€13bn in the ‘economic scope’ *

Operating margin (bef. restructuring) > 7.5% of consolidated revenues **

Restructuring costs ~ 0.5% to 0.75% of consolidated revenues

* * before purchase accounting
* including 25% of DCN
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Confirmed and enhanced ambition for 2008  Confirmed and enhanced ambition for 2008  

The ‘new The ‘new Thales’Thales’ in 2008 in 2008 

��� � Consolidated revenues ~ €13bn 
and near €14bn in the ‘economic scope’ *

��� � Operating margin before restructuring ~ 8%**

��� � Restructuring costs ~ 0.5% to 0.75% of consolidated revenues 

Strengthened growth & profitability prospects

* * before purchase accounting
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ReadyReady for the futurefor the future ……

� 2006, a very positive year

� A winning strategy

� The New Thales, a major step coherent with our strat egy 

� Solid expertise in domains with common assets, delive ring
synergies

� 3 areas of growth with a sound forecast…

Confidence in the future and in our forecast
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BACKBACK --UPUP
on 2006 figureson 2006 figures
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OrderOrder book book reachesreaches record record level level 

�� Further strengthening inFurther strengthening in the base of recurring the base of recurring andand
diversified ordersdiversified orders

� 88% of orders < €100m
� 11% growth rate for this order base in 2006

� NoNo majomajo rr ordersorders
� no orders over €200 m
� €100 m < 8 contracts < €200 m

� Order intake 12,78112,781 10,81810,818 - 15% - 14%

���� book to bill 1.25 1.051.05

� Order book at year-end 20,223 20,676 + 2% + 3%

���� in months of revenues 24 2424

in €m 2005 2006 total organic
change
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� Aerospace 3,164 2,3692,369 -- 25%25% 1.01.0

� Air Systems 1,202 1,4501,450 + 21%+ 21% 0.90.9

� Land & Joint Systems 2,364 2,8692,869 + 21%+ 21% 1.21.2

� Naval 3,237 1,2541,254 -- 61%61% 0.90.9

� Security 1,421 1,5251,525 + 7%+ 7% 1.31.3

� Services 1,101 1,3041,304 + 18%+ 18% 1.11.1

Others Others & & disposalsdisposals 292 47 -- --

TotalTotal 12,781 10,81810,818 -- 15%15% 1.051.05

in €m 2005 2006 change book /billbook /bill

OrderOrder intakeintake by divisionby division
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� Aerospace 2,335 2,473 + 6% + 6%

� Air Systems 1,596 1,589 - 0% + 0%

� Land & Joint Syst. 2,178 2,401 + 10% + 10%

� Naval 1,484 1,330 - 10% - 10%

� Security 1,186 1,205 + 2% + 13%

� Services 1,183 1,214 + 3% + 5%

� Others & disposals 301 52 ns ns

�� TotalTotal 10,26310,263 10,26410,264 -- + 4.3%+ 4.3%

change
in €m 2005 2006 total organic

Revenues Revenues by divisionby division in 2006in 2006
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� Consolidated revenues 10,263 10,264 + 0%

� Gross margin 2,412 2,431 + 1%
in % of revenues revenues 23.5% 23.7%

� Indirect costs (1,690) (1,676) - 1%
in % of revenues revenues 16.5% 16.3%

� Income from operations 722 755 + 4.5%

in % of revenuesrevenues 7.05% 7.35%

in €m 2005 2006 change

Income From OperationsIncome From Operations :: + 4.5%+ 4.5%



�


M
ay

 2
00

7

� R & D expenses 366 361361 - 1%
in % of revenues revenues 3.6% 3.5%3.5%

� Marketing & selling expenses 868 856856 - 1%
in % of revenues revenues 8.5% 8.3%8.3%

� G&A expenses 456 460460 + 1%
in % of revenues revenues 4.4% 4.5%4.5%

Total indirect Total indirect costscosts 1,6901,690 1,6761,676 - 1%
in % of revenues revenues 16.5%16.5% 16.3%16.3%

in €m 2005 2006 change

Change in indirect Change in indirect costscosts
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� Aerospace 107 108 215 162 +33%

� Air Systems 40 12 52 51 + 2%

� Land & Joint Systems 106 11 117 112 + 4%

� Naval 24 1 25 32 - 22%

� Security 60 1818 78 87 - 10%

� Services 12 7 19 20 - 5%

� Others ** 12 - 28 48 - 42%

�� TotalTotal 361361 157157 534534 ** 512512 ** +4%+4%

n.b. Total R&D in €bn 2.02.0 1.91.9 + 5%+ 5%

SelfSelf --fundedfunded R&D: R&D: + 4 % in 2006+ 4 % in 2006

P&L Capitalised 2006 pm 
in €m charge amounts Total 2005 change

* including research tax credit, €8m in 2005 & €16m in  2006
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�� Aerospace Aerospace 209 8.9% 201201 8.1% -- 4%4%

�� Air Air SystemsSystems 123 7.7% 139139 8.7% + 13%  + 13%  

�� Land & Joint Land & Joint SystemsSystems 128 5.9% 186186 7.7% + 45%+ 45%

�� NavalNaval 150 10.1% 100100 7.5% -- 33%33%

�� SecuritySecurity 56 4.7% 6868 5.6% + 22%+ 22%
except Navigation disposed activ. 58 6.0% 85 7.8%

�� ServicesServices 80 6.8% 8181 6.7% + 1%+ 1%

IFO IFO from from divisionsdivisions 746 7.26%7.26% 775775 7.55%7.55% + 4 %+ 4 %
Others & disposals  (24) (20)(20) ns

Total IFOTotal IFO 722 7.05%7.05% 755755 7.35%7.35% + 4.5 %+ 4.5 %

Income from operationsIncome from operations by divisionby division

in €m & in % of revenues 2005 2006 change

��� ���� � Margin atMargin at 7.35%7.35%
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� Income from operations 722 755755 +33

Restructuring costs (213) (193) +20

Other income/ (expense) from operations (84) - +84

Impairment of goodwill (34) (9) +25

Disposals 158 23 -135

�� Income of operating activitiesIncome of operating activities 549549 576576 + + 27

in % of revenues       in % of revenues       5.45.4%% 5.65.6%%

Income Income of operating of operating activitiesactivities €€576m: +5.0%576m: +5.0%

in €m 2005 2006 variation



��

M
ay

 2
00

7

Current service cost (operating charge) (83) (95) - 12 
Other components of pension charge (34) (19) + 15

Total expense for the period  (*) (117) (114) + 3

Other components of pension charge:

Interest cost (185) (207) - 22

Expected return on plan assets 159 171 + 12 

Amort. /actuarial losses & scheme amendments (6) (7) - 1
Curtailment /settlements (2) 24 + 26

Total Total (34) (19)(19) + 15+ 15

Pension charge Pension charge 

in €m 2005 2006 var.

(*) defined benefit schemes
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Pension obligationsPension obligations

Obligations, including 3,596 3,7843,784 + 188

� Increase in interests costs + 177

� Increase in discount rate - 157
� Update of UK mortality tables * + 150
� Increase in UK inflation-rate assessments + 55

� Experience adjustment in the Netherlands - 70

Plan assets, including (2,725) (3,078)3,078) - 353

� Increase in expected return on plan assets - 163
� Over-performance - 120
� Company’s excess contribution - 52

UnfundedUnfunded statusstatus 871 706706 -- 165165

in €m 1/01/06 31/12/0631/12/06 variation

In the United Kingdom & the NetherlandsIn the United Kingdom & the Netherlands

** “Medium-cohort” adjusted of Thales statistical char acteristics
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� Free cash flow from operations 258258 381381

Net disposals 311 289

Dividends (134) (140)(140)

�� Net cash Net cash flowflow 435435 530530

� Net debt at 1st January 860 398

� Net debt (Net cash) at end December 398 (91)

��� ���� � VariationVariation -- 462462 -- 489489

� including net cash flow - 435 - 530

� Including scope & exchange impact - 27 41

Net cash Net cash flow flow up to up to €€530m: + 22%530m: + 22%

in €m 2005 2006
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Operating cash Operating cash flow flow 
beforebefore WCRWCR

+ 746+ 746 -- 1 2351 235

-- 489 489 in 2006in 2006

-- 946946

DecreaseDecrease in net in net debtdebt : : -- €€489m489m

-- 289289

398

in €m

Net Net disposalsdisposals

Net cashNet cash
atat end 2006end 2006

- 91

140140

373373

192192

Net operating Net operating 
investmentsinvestments

DividendsDividends

WCR change & WCR change & 
other paymentsother payments

Net Net debtdebt
atat end 2005end 2005

4141Exchange Exchange 
& scope& scope

‘‘PFIPFI’’
debtdebt 301301

‘‘PFIPFI’’
debtdebt 285285
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2006, a very positive year for 2006, a very positive year for ThalesThales

Very satisfying 2006 results

� Back to growth confirmed

� Further increase in operating results 

� Clear improvement in free cash flow 
from operations

Clarified strategic views

� Non core activities divestment virtually achieved

� Major pivotal strategic agreements reached
with Alcatel-Lucent and with DCN 

A stabilised shareholding structure

Towards the ‘new Towards the ‘new Thales’ Thales’ 
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� France 4,265 2,5282,528 -- 41%41%

� United Kingdom 2,133 1,3061,306 -- 39%39%

� Other Europe 2,311 2,1282,128 -- 8%8%

� North America 1,458 1,2781,278 -- 12%12%

� Asia-Pacific * 1,816 1,7601,760 -- 3%3%

� Near & Middle East 367 1,0881,088 + 197%+ 197%

� Africa & South America 431 730730 + 70%+ 70%

TotalTotal 12,781 10,81810,818 -- 15%15%

Order intake Order intake by destinationby destination

in €m 2005 2006 change

* including Indian subcontinent
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AerospaceAerospace
Rafale Roadmap France 197
Mirage F1 upgrade Morocco 132
Future Lynx (helicopter avionics) United Kingdom 94

Air SystemsAir Systems
SLBS 3 (air defence systems support ) Saudi Arabia 115
SLC2 (air defence systems support ) Saudi Arabia 73
ATM radars, upgrade Brazil 61 

Land & Joint SystemsLand & Joint Systems
MBITR (tactical radios) USA 175
SATCOM & CIS (communication network) NATO 82 
FALCON (tactical network) United Kingdom 81

in €min €m

Major new orders Major new orders by divisionby division (1)(1)
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NavalNaval
Corvettes & Patrol boats (equip. & syst.) Navantia 191
Patrol boats (equip. & syst.) Denmark 165
CVF (demonstration, phase 1) United Kingdom 75

SecuritySecurity
ETISALAT (secured GSM network) Saudi Arabia 178
Airport (security systems) Middle East 41
Toronto (transportation) Canada 39 

ServicesServices
Network Rail United Kingdom 117
Tornado (training & simulation) Saudi Arabia 54 
EWS (freight information systems) United Kingdom 50

Major new orders Major new orders by divisionby division (2)(2)

in €min €m


