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2005 key figures ©

in €m 2005
Order intake 12,781
Revenues 10,263
Income from operations 722
margin on revenues 7.0%
Net income, Group share 334
diluted earnings per share (in €) 1.97
Net dividend per share (in €) 0.83
Net operating cash flows 610
Net financial debt at year-end 398
Order book at year-end 20,223
In months of revenues 24
Consolidated staff (end of June 06) 52,600
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Thales ‘Intelligence on -board® ©

Electronic equipment & systems,
prime contracting & services  for

Defence

The European leader

THALES
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A strategy underpinned by 3 key pillars

Dual Technology

Defence / Non-Defence balance

Multi-domestic presence

France + UK, Netherlands, Germany,
USA, Australia, Korea ...

Value Chain

Integration of large “Mission Critical Systems”
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Multidomestic presence

North
America

Other
Europe

O

Thales closer to its main customers

Origin of revenues

Asia
Pacific

Destination

19%

N & M East



: European leadership
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Thales, a major player in the European defence electronics industry
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And among the top players

worldwide
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Thales, a major player

in the world defence electronics industry




Fall 2006

O

Major achievements over recent years

Revenues increased by 4 billion € since 1998
in spite of low growth on major defence markets

based on both external & organic growth

Focused portfolio around core businesses

Divestment of over 1b€ in revenues

Improved operating profitability
in a difficult environment

Steep reduction in net debt
Better cash generation & divestments

Further improvements still needed




+ €4 billion In revenues since 1998
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...last years’ revenues on a ‘plateau’

—

In €bn

6.2

1998
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cumulative impact
of major disposals
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Operating margin up from 6% to 7% since 1998

In € million &

% of revenues

Restructuring

charges

O

1998

1999

540
6,3%

...with continued restructuring efforts

698 700 722 slight N
0,
645 6.6% 68% 0% _ '\mP‘O\’g&e
6,3% 597 in 2
5,4%

2000

2001 2002 2003 2004 2005
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A challenging environment

Transition between 2 generations of major export co ntracts
Minor growth in defence budgets

Radical transformation of defence/security requirem ents
towards new capacities & services

Growing pressure on prices in both civil & defence markets

Average dollar exchange rate remains unfavourable

Responding to these challenges...
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...with a strategy of conquest

Consolidate and extend deployment
of multidomestic operations

Increase marketing & sales momentum
Implement planned competitiveness measures

Constant R&D investment to improve
our product lines & our technologies

& Relaunch external growth




Supported by a renewed financial flexibity

—

Net debt
in €m Strong reduction in net debt since 2000

(463)
1999 2000 2001 2002 2003 2004 2005
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Solid H1 2006 results

Strength of Thales’s essentials

Further progression in order intake

Increase in income from operations
& Improvement in operating margin

Reduction in net debt
confirmed over the last 12 months



4¢ H1 2006 key figures

change
in €m H1 2005 |H12006 total at constant
scope

Order intake 4,313 4,843 | +12% +15%
Order book at end of period 20,223* | 20,101 - -
Revenues 4,757 4,770 - + 2%
Income from operations 297 317 +7%  +8%

margin on revenues 6.2% 6.6%
Net income, Group share 164 172 + 5%

net income per share in € 0.99 1.02 + 3%
Net debt at 30 June 1,049 676

* at 31 December 2005
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Major programmes in order book at end June 2006

= 34% of total order book (€20.1 bn)

Multi-mission frigates ( FREMM)
FSAF phase 3 (air defence missile syst.)
Watchkeeper tactical com. system
Rafale (airborne syst. & simulation)
Scorpene submarines

Meltem maritime patrol

Syracuse |l satellite comm. systems
Tiger helicopters (avionics & simulation )
NH90 helicopters (avionics & simulation)
Horizon frigates

Shola 2 Air defence syst. support
Scorpene submarines

MBITR tactical radio adapters

France/ Italy
France/ Italy
United Kingdom
France

India

Turkey

France

France/ Germany
France/ Germany
France/ Italy
Saudi Arabia
Malaysia

USA

in €m

1,752
993
885
820
S77
285
241
239
238
232
231
219
212
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2006 outlook confirmed

thanks to the strength of Thales’s essentials

Revenues
Organic growth equivalent or slightly higher
than in 2005

Income from operations
Continuing growth

Pending the full impact of competitiveness measures
launched during H 2 2005
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Major strategic moves

In 2006

The DCN operation

The agreement with Alcatel
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The DCN operation

Cash payment for
25% stake in DCN (D

Combat Systems
* Services

* Prime contracting
e 3JVs

Cash payment for
assets of TNF

DCN

in 2005

€400m revenues
> TNF*

€2,800m revenues
in 2005

Radars &
related services

Contracts nearing
completion
(Sawari 2, Minrem,...)

(1) Option to grow up to 35%

* Thales Naval France

O



The DCN operation

—

Context:
- Key programs on the way, notably in France
- Further restructuring required across the European n aval industry

- End of a counter-productive competition in France,
iIn combat management systems and prime contracting

v

o Strengthens the LT successful partnership between DCN & Thales

 DCN: a stronger & better integrated naval defence ¢ ontractor

» With Thales becoming the industry shareholder and par tner of DCN

Fall 2006

O
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The agreement with Alcatel

New leadership positions in

key capabilities

2005 Revenues in €m

Transport Systems

Worldwide N2 of signalling solutions

Security / for railway and metro transport
Transport _ 900
Integration & _ -
Services Specialist systems integrator in the
transport & energy domains
67% in European Ieadgr in satellite_s, _
Alcatel Alenia Space Worldwide N2 in commercial satellites
and N°1 for payloads
Space 1,100
Finmeccanica Telespazio Worldwide leader in satellite services

O

Total revenues of perimeter contributed: € 2bn
Current income from operations: ~ € 135m




Financial data

Valuation of contributed assets: €1,740m

Security & Transport activities: ~60%
Space activities: ~40%

Paid in shares and in cash:
Issuance of 26.67 million Thales shares in favour of Alcatel

€1,067m for a reference price of € 40 per Thales sha re
Cash payment to Alcatel of €673m

Current shareholding structure Post operation shareholding

Float 31,3% 42 4% 27.1%
48,9%
Alcatel
‘ Alcatel ' 21.6%
9,5% Employees
Employees GIMD 4.0% GIMD
© 4,6% 5,7% 4.9%
o
o
i 171.9 million shares 198.6 million shares
©
LL

O
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Two moves consistent with the 3 key pillars

Dual Technology
Enhancing Defence / Non-Defence balance

Multi-domestic presence

France + UK, Netherlands, Germany, USA, Australia, Korea ...
Adding ltaly, reinforcing Germany, Spain, Belgium, Canada ...

Value Chain
Integration of large “Mission Critical Systems”

Drivers for Growth

Strengthening Thales’ position in
the European defence & aerospace industry

Broadening scope of security businesses
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Reinforcing Thales in 3 core market segments

Defence

Civil aerospace

Adding Civil space systems & related services
Civil aeronautics, Air traffic management and Simu

Strengthening position in

Security systems & services

Security Systems

& Services
17%

Civil Aerospace
17%

Broader scope of customers for large “Mission Criti

Ground transportation
Operators of critical infrastructure

Naval and Space segments

to:
lation & Training

cal Systems™:

New balance: Defence / Non Defence

(1)

Defence
66%

(1) : pro-forma 2006e
(2) : pro-forma, including 25% of « New DCN » revenues

Security Systems
& Services
20%

Civil Aerospace
20%

Defence @
60%
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2006: on track for the new Thales

On track for renewed growth
Organic growth driven by a strong order book

Access to high-growth segments through acquisitions

On track for improved profitability
Competitive measures implemented

Two moves with positive impact on profit

On track for the new Thales
with an enhanced financial profile




