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Thales 1n 2007

A broadened & well-balanced business portfolio

with revenues > €12 Bn
in 3 coherent domains: Defence, Aerospace, Security
and prospects for organic growth confirmed

Further improvement in operating performance
Operating margin target > 25%

& restructuring costs reduced
to 0.5/0.75% of revenues

Significant increase in net income expected
combining higher operating results
& a substantial capital gain

A solid financial position
stabilised shareholding structure & increased net e quity
satisfactory financial flexibility
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Shareholding (30 June 2007%)

Float

* Unchanged since then

197.5 million shares

French State

2 (.2%

51.9%
20.9%

Alcatel -Lucent
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Ambitious objectives...

...In terms of growth & profitability

Revenues > €12 Bn in 2007 & ~€13 Bn in 2008
after 4 years ona ~ €10 Bn "plateau”

Operating margin >_2.5% in 2007 & ~ 8% in 2008
compared with a " high " of 7,3% in 2006

Restructuring costs down to 0.5% / 0,75% of revenue s
vs ~2% in 2005 & 2006

Thanks to the "Optimum" productivity plan
& to reshaping of the business portfolio




—
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The "Optimum" productivity programme

Launched in 2005 and implemented in 2005 & 2006
Improve the group competitiveness
in a significantly weakening dollar context

Main measures
workforce reshaping
site rationalisation

Doubling of restructuring costs in 2005 & 2006
to ~€200 m per year (~2% on revenues)

€300m savings on a full-year basis
starting in 2008

First positive impact in 2007
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Positive impact of portfolio reshaping

In 2007, acquisition of new businesses coming from
Alcatel-Lucent
on the Space & Security growth markets

In naval, major partnership concluded with DCNS
Thales become a 25% shareholder of the
naval European leader

Divestment from non-core businesses
~ €1.6 Bn of revenues divested since 2000
and €500 m in 2005 & 2006
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The new Thales

A world leader in critical information systems
dedicated to 3 domains

Aerospace
[ Space ., Defence

50%

Security
25%

on growth markets
with key transverse capabilities
and a broad international presence
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Satisfactory Hziresults support full -year objectives

Strong increase in revenues +17%
Scope impact: +11%
Organic growth: +6%

Order book over €22bn

a solid basis for future visibility
In terms of activity & results

Strong improvement in operating performance

IFO +31% at €415m

operating margin up from 6.6% to 7.4% of revenues
& from 5.8% to 7.1% after restructuring costs

Net Income at €504m

combining higher operating results &
a €308m capital gain on disposals
and after €(54)m of purchase accounting impact
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H1 2007 key figures

: total
INn €m H12007| H12006 change
Order intake 5,331 4,843 + 10%
Order book at end of period 22,516 20,676* + 9%
Revenues 5,584 4,770 +17%
Income from operations 415 317 + 31%
margin on revenues 7.4 % 6.6%
IFO after restructuring costs ** 399 276 + 45%
margin on revenues 7.1 % 5.8%
Net income, Group share 504 172 + 195%
net income per share in € 2.61 1.02 + 156%
Net debt at 30 June 1,204 676

* at 31 December 2006
** before purchase accounting



: Broadened scope of operations

O Sept 2007

Security

Consolidation of the transport and security busines ses contributed by
Alcatel-Lucent
from 1 January 2007

Defence

Sale to DCNS of Thales France-based surface naval bu sinesses
& equity accounting of 25% in DCNS
from 1 April 2007

Aerospace

Consolidation of the Space business acquired from A |catel-Lucent
from 1 April 2007

Other

Exit from scope of consolidation of the GPS-navigat lon equipment business
from 1 July 2006
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Scope & Foreign exchange

Impacts

Income
In €m Revenues From
Operations
1st half 2006 4,770 317
Scope impact + 593 + 66
Exchange impact -51 -5
Organic growth + 272 + 37
1st half 2007 5,584 415
Total change +17.1% + 31%
Organic growth + 6.0% +12%
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Strong orders & revenues

in €m H12007] H1 2006 change
total organic
Order intake 5,331 4,843 +10% - 4%
book to bill 0.95 1.08
Order book (end of period) 22,516 20,676 * +9% -1%
Revenues 5,584 4,470 +17% + 6%

* at 31 December 2006
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Increase in order intake

10w 5,331
in€m 3 12067 =
—»(4,313
4,051 —" 6% 160 843
- 168
273
636
4,320
3,415 4,040 3,777
H1 2004 H1 2005 H1 2006 H1 2007
B Unit value > 100 M€ ] Disposals
[] Unit value < 100 M€ [] Acquisitions
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Change in revenues by domain
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change
in €m H1 2007 H1 2006 total  organic
Aerospace 1,507 1,143 +32%  +5.9%
Defence 2,478 2,427 + 2% +5.9%
Security 1,570 1,057 +48%  +6.0%
Others & disposals 29 143 ns ns
Total 5,584 4,770 +17%  +6.0%
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Aerospace highlights

Entry of the Space businesses into scope,
during a growth phase of their markets

Favourable market environment for commercial aerosp ace
with operating performance confirmed

Overall slow-down of military businessesinH 1
despite ramp-up of “ ISTAR” programmes



Aerospace : 1st half key figures

—

in €m H1 2007 H1 2006 variation
total organ .

Revenues 1,507 1,142 + 32% + 6%

Income from operations 94 90 + 3% - 15%
in % of revenues 6.2% 7.9%

Employees at end June 17,904 12,784

Order book at end June 07 * 6,889

Order intake in H 1 2007 1,462

Tactical UAVs for the UK 84

Palapa D telecom. satellite in Indonesia** 95

IFE on B787 in China (3 customers) 70

Electronic warfare systems in the UAE 64

Sentinel 1 (GMES European programme)** 22

& Dual telecom satellite-system for the UAE signed in August

* underlying Airbus order book not included (€1.4bn at end-June 2007)
** Thales Alenia Space contracts, worth €145m & 33 on  a 100% basis
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Defence highlights

Always a core business for Thales with

solid business trends

a very satisfying operating performance
in H1 2007

thanks to proactive management of
product & customer portfolios



Defence: 1st half key figures

—

in €m H1 2007 H1 2006 variation
total organ .

Revenues 2,478 2,427 + 2% + 6%

Income from operations 210 187 +12%  +24%
in % of revenues 8.5% 1.7%

Employees at end June 21,566 22,125

Order book at end June 07 10,295

Order intake in H 1 2007 2,194

Weapon systems in the Middle East 168

Naval combat & com. Systems in Oman 73

Bushmaster vehicles in Australia 60

Sonar logistics (CLS) in the UK 49

Missile electronics in France 47

Firefinder radars support in the U.S. 47
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Security highlights

—

A major development area for Thales

Satisfying integration of ex-Alcatel-Lucent activit les,
rail signalling & critical infrastructure security systems,

which confirm their promising perspectives

An encouraging growth in “historical” activities in H1
thanks to strong core businesses

O Sept 2007
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Security : 1st half key figures

in €m Hi 2007
Revenues 1,570
Income from operations 120

in % of revenues 7.6%
Employees at end June 19,669

Order book at end June 07
Order intake H 1 2007

Civil flight simulators in Asia (3 customers)
Rail signalling in Algeria
Rail signalling in Korea

H1 2006 variation
total organ .
1,057 + 48% + 6%
70 +71% +11%
6.6%
15,023
5,319
1,650
38
29
29



: H1 2007 revenues by geographic areas

By origin By destination
Rest of World

N&M East
North America

Asia Pacific

<€4— France
: 14%
15% |& Jnited
Kingdom

19% <4 Other Europe 25%

€5.6bn
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: Change in revenues by destination

H1 2007 H1 2006 : change .
en m€ total organic
France 1516  27% 1,397 i +9%  +6%
United Kingdom 762 14% 672 +14% + 3%
Other Europe 1,378 25% 947 + 45% - 3%
EUROPE 3,656 66% | 3,016 | +21% +2%
North America 568 10% 613 i -7%  +4%
Asia-Pacific 768 14% 725 + 6% + 4%
Near & Middle East 385 6% 260 +48%  +47%
Rest of World 207 4% 156 +33%  +20%
Outside EUROPE 1,928 34% | 1,754 | +10% +12%
TOTAL 5584 100% | 4,770 | +17%  +6%
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Strong growth Iin Income from Operations

Total change + 31%
Organic change + 12%
IFO in €m
2006 1st half 317
Scope impact + 66
Disposals +7
Acquisitions + 59
Exchange impact (5)
Organic change + 37
2007 1st half 415

* before purchase accounting



Operating margin * at 7.4%

in €m Hi12007 | H1i2006 change
total organic
Revenues 5,584 4,770 +17% +6%
Gross margin 1,291 1,117 +15% +4%
in % of revenues 23.1% 23.4%
Indirect costs (876) (800) +9%  +0.4%
in % of revenues 15.7% 16.8%
Income from operations 415 317 +31% +12%
in % of revenues 7.4% 6.6%

* before purchase accounting
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: Other operating costs

In €m H1 2007 | H1 2006 change
total organic
R & D expenses 192 157 +22% + 7%
% of revenues 3.4% 3.3%
M & S expenses 424 415 +2% +0.5%
% of revenues 7.6% 8.7%
G & A expenses 260 228 +14% - 4%
% of revenues 4.7% 4.8%
Total indirect costs 876 800 +9% +0.4%
% of revenues 15.7% 16.8%
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Self-funded R&D

—

change
in €m H1 2007 H1 2006 total organic
P&L expense * 192 157 + 22% + 7%
Capitalised R&D 64 77 - 17%
Total R&D funding 256 234 + 9% -1%
Impact of capitalisation on P&L
H1 2007 H1 2006
Capitalised R&D 64 77
Amortisation charge (23) (16)
Net impact on P&L 41 61
Net impact on margin (0.7%) (1.3%)

* Including research tax credit of €8BminH 12007 & €7m in H 1 2006
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IFO* and margin * by domain

—

: change

IN €m H1 2007 | H1 2006 total organic
Aerospace 94 90 +3%  -15%
% of revenues 6.2% 7.9%
Defence 210 187 +12% +24%
% of revenues 8.5% 7.7%
Security 120 70 +71% +11%
% of revenues 7.6% 6.6%
Other & disposals (9) (30)

Income from operations 415 317 +31% +12%

% of revenues 7.4% 6.6%

* before purchase accounting impact
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IFO* after restructuring costs
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in €m H1 2007 | H1 2006 change
Income from operations 415 317 + 98
Restructuring costs (16) (41) + 27
IFO post restructuring 399 276 + 125
in % of revenues 7.1% 5.8%

* before purchase accounting impact




Strong growth In Net Income at €504m

—

in m€ H1 2007 H1 2006 variation
IFO before Purchase accounting 415 317 + 98
Purchase accounting impact (83) - - 83
Income from operations 332 317 + 15
Restructuring charge (16) (41)
Gain on disposals & others 296 (3)
Income of operating activities 612 273 + 339
Cost of net financial debt (29) (21)
Other financial results (6) -
Other components of pension charge (1) (15)
Income tax * (96) (65) -31
Equity in u nconsolidated affiliates 15 5
Net income 505 177 + 328
of which minority interests 1 5
Net income, Group share** 504 172 + 332
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* including + €29m, purchase accounting tax impact
** including €(54)m, purchase accounting net impact




—

Purchase accounting impact

iIn€m  Acquisition cost 1671
- Net assets acquired (book value) - (99)
= Initial goodwill acquired 1769
Allocation to acquired assets (901)
Deferred tax impact 306
Net goodwill acquired 1174
Estimated impact (Y on consolidated P&L from 2007 to 2010
on: Hi 07 2007 2008 2009 2010 beyond | TOTAL
Cost of sales (16) (34) - (34)
Depreciation of acquired
intangible assets (67) (146) (119) (81) (59) (462) (867)
IFO (83)  (180)  (119)  (81) (59)  (462) (901)
Income tax 29 61 40 28 20 157 306
Net Income (Loss) (54) (119) (79) (53) (39) (305) (595)
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Nota: provisional values at 30 June 2007 (final va luation
12 months after the acquisition date, at the latest )




:Free cash flows from operating activities €(327)m

in €m H1 2007 H1 2006 variation
Operating cash flows 501 402 + 99
Change in WCR & contingency reserves (527) (344) - 183
Payment of pension benefits* (75) (74) -1
Income tax paid (34) (14) - 20
Net cash flows from operating activities (135) (30) - 105
Net operating investments (192) (198) +6
of which capitalised R&D (64) (77) +13
» Free cash flows from oper. activities (327) (228) - 99

* Defined-benefit plans
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: Net cash flows €(1,227)m

in €m H1 2007 H1 2006 variation

Free cash flows
from operating activities (327) (228) -99
Net (acquisitions) / disposals (731) 105 - 837
Dividends (169) (140) - 29
Net cash flows (1,227) (263) - 965

Net financial debt at end 2006 (91)

Use of cash in H 1 2007 + 1,227

Exchange & scope impact + 68

Net financial debt at end June 2007 =1,204
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Net debt: €1,204m

—

Net financial debt

‘PFI’
debt
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In €m

At 30
June 2006

Exchange & others 68 —

Dividends 169

Net
acquisitions / disposals 731

Net operating invest. | 192

Other operating 109

At 30 June
2007
] e
el

| + 1,295 |

expenses
Operating
WCR change | 927 501 | cash flows bef .
WCR change
— > +1,796 -501 » 1,204
debt



Equity & Net debt / (cash)

In €m

1,836

1,049
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June

36%

3,600
2,287
2,062 2,093
1,204
676
(91)

December June December June

2005 2006 2007
N. D.
16% 24% ns 25% Gearing =
N. D. + E.

B B Net equity, Group share
B[] Net debt/ (net cash)
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As a conclusion

Very positive trends to June 30
Integration of new businesses on track
Obijectives for FY2007 supported by H 1 results
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H1 2007 results

BACK-UP
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H1 growth In revenues

Total change
Organic change

+17.1%
+6.0%

Scope impact
Disposals
Acquisitions

Exchange impact

Organic change

Revenues in €m



: Q2|Change in revenues by domain

change
in €m Q2 2007 Q2 2006 total  organic
Aerospace 1,048 686 +53% + 8%
Defence 1,430 1,374 + 4% + 10%
Security 897 576 + 55% +11%
Others & Disposals 15 80 ns ns
Total 3,390 2,716 +25%  +10%
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H1 Order intake by domain

—

change

In €m H1 2007 H1 2006 total organic book/bill
Aerospace 1,462 983 + 49% +12% 0.97
Defence 2,194 2,421 - 9% - 7% 0.89
Security 1,650 1,295 +27% - 9% 1.05
Others 25 144 ns

Total 5,331 4,843 + 10% - 4% 0.95
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: H1 Order intake by destination

H1 2007 H1 2006 change
in €m total organic
France 1,213 914 + 33% + 28%
United Kingdom 651 785 - 17% - 28%
Other Europe 1,175 789 + 49% -1%
EUROPE 3,039 2,488 + 22% + 1%
North America 590 783 - 25% - 15%
Asia-Pacific 716 602 +19% +1%
Near & Middle East 703 517 + 36% + 33%
Rest of World 283 453 - 3% - 59%
Outside EUROPE 2,292 2,355 - 3% - 9%
TOTAL 5,331 4,843 +10% - 4%
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:Major programmes in order book at end June 2007
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17 programmes = 31% of total order book ( €22.5bn)

FSAF phase 3 (missile system)

Rafale

Watchkeeper (tactical surveillance)

FREMM (frigates)

London Underground (signalling)
Globalstar 2 (satellites & support)
Meltem (maritime patrol)

Syracuse |l (satellite comm.)

Tiger helicopter

(avionics & training)

Corvettes & offshore patrol boats

Metro (signalling et

NH90 helicopter (avionics & training )

Weapon systems
A400M (avionics)

systems)

LOC1 (air defence network )
Starstreak (missile system)

Patrol boats

France/ Italy
France

United Kingdom
France/ Italy
United Kingdom
United States
Turkey

France

France/ Germany
Navantia

Dubai

France/ Germany
Middle East
Europe

Nato

United Kingdom
Denmark

In €m

914
710
689
634
529
429
283
270
258
225
201
201
195
187
181
171
164




