PRESS RELEASE

THALE S 4 March 2021

Building a future we can all trust Paris La Défense, France

Thales reports its 2020 full-year results

e Order intake: €18.5 billion, down 3% (-6% on an organic basis?)
e Sales: €17.0 billion, down 7.7% (-10.4% on an organic basis)
e EBIT:2€1,352 million, down 33% (-34% on an organic basis)
e Adjusted net income, Group share:? €937 million, down 33%
e Consolidated net income, Group share: €483 million, down 57%
e Free operating cash flow:2 €1,057 million, 113% of adjusted net income, Group share
e Dividend? of €1.76, payout ratio of 40% confirmed
e 2021 objectives:
— Book-to-bill* above 1, supporting sales growth acceleration from 2022
— Sales between €17.1 billion to €17.9 billion
— EBIT margin between 9.5% to 10%

Thales’s Board of Directors (Euronext Paris: HO) met on 3 March 2021 to review the 2020 financial
statements.”

“Logically, full-year 2020 results were heavily impacted by the Covid-19 crisis. The efforts of our
teams all over the world have demonstrated the Group’s human and economic resilience as well
as its agility. We are therefore far exceeding the objectives of our global adaptation plan.

In this unprecedented context of global pandemic, | would like to reiterate my gratitude to all
Thales teams for their exemplary commitment and to our customers and partners for their trust.

The second half of 2020 showed a strong recovery in terms of both order intake and profitability.
The EBIT margin before restructuring costs returned to the H2 2019 level.

Furthermore, 2020 cash generation was once again very strong. It illustrates both the robustness
of our civil-defense business model and our teams’ focus on operational performance.

Our digital strategy, bolstered by our position as a leader in cybersecurity, is bearing fruit across
all of the Group’s businesses, with great commercial successes in space, defense, rail signaling and
data protection.

LIn this press release, “organic” means at constant scope and exchange rates. See note on methodology on page 12 and calculation
on page 17.

2 Non-GAAP financial indicators, see definitions in the appendices, page 12.

3 Proposed to the Shareholders’ Meeting on 6™ May 2021.

4 Ratio of order intake to sales.

5 At the date of this press release, the audit procedures have been completed and the statutory auditors’ report was in the process
of being issued.
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In a still uncertain economic and health environment, our unique position combining a world-class
technological portfolio and comprehensive expertise in our 5 major markets will enable us to
swiftly regain our profitable growth momentum.”

Patrice Caine, Chairman and Chief Executive Officer

Key figures

In € millions, 2020 2019 I°ta' OI:ga"'c
except earnings and dividend per share (in €) kL s
Order intake 18,476 19,142 -3% -6%
Order book at end of period 34,430 33,839 +2% +3%
Sales 16,989 18,401 7.7% -10.4%
EBIT® 1,352 2,008 -32.7% -34.5%
as a % of sales 8.0% 10.9% -3.0 pts -2.9 pts
Adjusted net income, Group share® 937 1,405 -33.3%

Adjusted net income, . 4.40 6.61 -33.4%

Group share, per share

Consolidated net income, Group share 483 1,122 -56.9%

Free operating cash flow® 1,057 1,372 -315

Net cash (debt) at end of period® -2,549 -3,311 +761

Dividend per share 1.76’ 2.65 -0.89

Order intake in 2020 totaled €18,476 million, down just 3% from 2019 (-6% on an organic basis,
i.e., at constant scope and exchange rates). As expected, after the delays in finalizing contracts in
the second and third quarters of 2020 due to the public health crisis, the Group benefited from a
particularly strong momentum in the fourth quarter in the Defense & Security segment. At 31
December 2020, the consolidated order book stood at €34.4 billion, an all-time record.

Sales came in at €16,989 million, down 7.7% from 2019, and down 10.4% at constant scope and
exchange rates. The decline in sales was primarily due to the collapse in civil aeronautics demand
(by approximately -50%) and disruptions affecting operations across all Group businesses.

In 2020, consolidated EBIT was €1,352 million (8.0% of sales), compared with €2,008 million
(10.9% of sales) in 2019, a drop of 32.7% (-34.5% on an organic basis).

6 Non-GAAP financial indicators, see definitions in the appendices, page 12.
7 Proposed to the Shareholders’ Meeting on 6™ May 2021.
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From early April 2020, Thales implemented a global adaptation plan to the crisis in order to
maintain its production capacity at the service of its customers, limit the industrial and financial
impact of this crisis and strengthen its funding capacity in the event that the crisis persisted or
worsened. The plan generated estimated P&L savings of around €850 million for the year and
reduced operating investments by 25% at constant scope.

At €937 million, adjusted net income, Group share was down 33%, in line with the decrease in
EBIT.

Consolidated net income, Group share stood at €483 million, down 57% from 2019. In addition
to the decrease in adjusted net income, this change was caused by a reduction in income from
disposals and the recognition of an impairment loss on goodwill and intangible assets in the civil
aeronautics business (In-Flight Entertainment).

Free operating cash flow® amounted to €1,057 million versus €1,372 million in 2019. As a result,
the cash conversion ratio of adjusted net income, Group share, to free operating cash flow was
113% (98% in 2019). This solid performance was mainly due to the measures taken since 2019
under the “Cash” initiative and the cash effects of the global adaptation plan to the crisis.

In this context, the Board of Directors decided to propose the payment of a dividend of €1.76 per
share, corresponding to a payout ratio of 40% of adjusted net income, Group share.

Order intake

2020 2019 Total Organic
In € millions change change
Aerospace 3,822 4,829 -21% -20%
Transport 1,652 1,751 -6% -4%
Defense & Security 9,922 9,907 0% +1%
Digital Identity & Security 3,023 2,572 +18% 7%
Total — operating segments 18,419 19,059 -3% -6%
Other 57 83
Total 18,476 19,142 -3% -6%
Of which mature markets® 14,910 14,258 +5% +3%
Of which emerging markets® 3,567 4,883 -27% -32%

8 Non-GAAP financial indicator; see definition in the appendices, page 12.
9 Mature markets: Europe, North America, Australia, New Zealand. Emerging markets: all other countries. See table on page 16.
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Order intake in 2020 amounted to €18,476 million, down 3% from 2019 (-6% at constant scope
and exchange rates'?). The book-to-bill ratio was 1.09 versus 1.04 in 2019, and even 1.10 when
excluding the Digital Identity & Security segment, whose order intake is structurally very close to

sales.

Thales received 19 large orders with a unit value of over €100 million, representing a total of
€5,052 million:

1 large order booked in Q1 2020 for an air surveillance system for a Middle Eastern
country

3 large orders booked in Q2 2020:
o the supply of anti-submarine sonars to the US navy (Defense & Security
segment)
o a 10-year contract guaranteeing the supply of munitions to the Australian army
(Defense & Security segment)
o the construction of 2 telecommunications satellites for SES (Aerospace segment)
2 large orders received in Q3 2020, both in the Defense & Security segment:
o anew tranche of the Scorpion program pertaining to the delivery of armored
vehicles to the French Army
o asupport and services contract of the ATL 2 for the French Army in a partnership
with Dassault Aviation

13 large orders booked in Q4 2020:
o the development contract for Space Rider, Europe’s future unmanned,
autonomous and reusable space transportation system (Aerospace segment)

o additional work on the Exomars 2020 mission and the ground segment and
security center for the Galileo constellation (Aerospace segment)

o the development of Europe’s first digital railway signaling “node” on behalf of
the Deutsche Bahn (Transport segment)

o the construction of the ground segment for Syracuse IV, the French Armed
Forces’ next-generation satellite communications system (Defense & Security
segment)

o 2 projects on the French Army’s encrypted networks (Defense & Security
segment)

o the production of 8 unmanned mine countermeasure systems under the joint
Franco-British MMCM program (Defense & Security segment)

o the supply and integration of the mission and combat system, a multifunction
radar and the AWWS system on the German Navy’s four new F126 multi-mission
frigates (project formerly known as MKS 180, Defense & Security segment)

10 Taking into account a negative exchange rate effect of €207 million and a net positive scope effect of €717 million related mainly
to the consolidation of Gemalto at 15t April 2019 (Digital Identity & Security segment).
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o the acquisition of an air surveillance system by a Middle Eastern country

o anin-service support contract for the TALIOS and DAMOCLES pods for the
French Army (Defense & Security segment)

o asupport contract for the British Army’s short-range air defense systems (Future
ADAPT, Defense & Security segment)

o acontract for the assembly and integration of remote weapon stations and shot
detection systems on the British Army’s Boxer vehicles (MIV project, Defense &
Security segment).

Orders with a unit value of less than €100 million were down 8% from 2019 to €13,424 million
(-13% at constant scope). Avionics orders with a unit value of less than €10 million recorded a
sharp decline (-42% at constant scope), as well as in passport production (Digital Identity &
Security segment), a direct consequence of the public health crisis.

Geographically,*! order intake in emerging markets amounted to €3,567 million, down 32% at
constant scope and exchange rates. At €14,910 million, order intake in mature markets remained
high (+3% at constant scope and exchange rates), driven primarily by the booking of 12 large
defense contracts in 5 countries.

Order intake in the Aerospace segment totaled €3,822 million versus €4,829 million in 2019
(-20% at constant scope and exchange rates). This decline was driven by the collapse of civil
aeronautics orders (Avionics and In-Flight Entertainment) since the beginning of the public health
crisis. Thales Alenia Space recorded strong orders in Earth observation and space exploration. In
accordance with space agency contracting practices, initial orders for such projects generally
cover early project phases (so-called “advanced definition”) and involve limited amounts.
Consequently, order intake for the space business was down for the year (-5% at constant scope
and exchange rates). At 31 December 2020, the segment’s order book stood at €6.6 billion, down
10%.

At €1,652 million, order intake in the Transport segment was down 4% from 2019 at constant
scope and exchange rates. This change reflects solid momentum in mainline rail, most notably
with the booking of a large order from the Deutsche Bahn, offset by order delays in the urban rail
business. At 31 December 2020, the segment’s consolidated order book was down 4% to
€3.9 billion.

At €9,922 million (compared with €9,907 million in 2019), order intake in the Defense & Security
segment set a new record (+1% at constant scope and exchange rates). The book-to-bill ratio was
1.23 versus 1.20 in 2019 and 1.09 in 2018. The reason for this high level was the booking of 14
contracts with amounts greater than €100 million, including a major contract in Germany worth

11 See table on page 16.
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more than €1.5 billion: the MKS 180 project. This contract, one of the largest ever signed by
Thales, represents a key step in the development of the European defense industry and further
underpins Thales’s leading international position in naval system integration. The segment’s order
book totaled €23.2 billion, or 2.9 years’ worth of sales, strengthening visibility for the years ahead.

At €3,023 million, order intake in the Digital Identity & Security segment was very close to sales,
as most business lines in this segment have short sales cycles. The segment therefore does not
have a meaningful backlog.

Sales

2020 2019 Total Organic
In € millions change change
Aerospace 4,217 5,595 -24.6% -24.1%
Transport 1,618 1,910 -15.3% -13.9%
Defense & Security 8,085 8,266 -2.2% -1.8%
Digital Identity & Security 2,992 2,551 +17.3% -5.9%
Total — operating segments 16,912 18,322 -7.7% -10.5%
Other 77 79
Total 16,989 18,401 -7.7% -10.4%
Of which mature markets*? 12,375 12,858 -3.8% -6.2%
Of which emerging markets'? 4,614 5,543 -16.8% -20.3%

2020 sales stood at €16,912 million, compared with €18,322 million in 2019, down 7.7% after the
integration of Gemalto. The organic change (at constant scope and exchange rates!3) was -10.4%,
with more than 70% of the H2 decrease (on an organic basis) caused by the collapse in demand
in the civil aeronautics segment.

Geographically,'* the decline in sales was more marked in emerging markets (-20.3% on an
organic basis), reflecting anticipated phasing effects on a few large contracts, especially in
transport, after several years of strong growth. The decline was more moderate in mature
markets (-6.2% on an organic basis), despite the major drop in civil aeronautics business in France.

Sales in the Aerospace segment amounted to €4,217 million, down 24.6% from 2019 (-24.1% at
constant scope and exchange rates). This drop reflects the collapse in civil aeronautics demand
(by around 50% since Q2 2020) and the deferral of tenders in the space business due to the Covid-
19 crisis.

12 Mature markets: Europe, North America, Australia, New Zealand. Emerging markets: all other countries. See table on page 16.
13 The calculation of the organic change in sales is shown on page 17.
14 See table on page 16.
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In the Transport segment, sales totaled €1,618 million, down 15.3% compared to 2019 (-13.9%
at constant scope and exchange rates). The decline was due to disruptions caused by the public
health crisis, especially delays in signing contracts that would have generated sales in the second
half of 2020, in addition to the phasing down effects on major urban rail signaling contracts
(particularly in Doha and London), which have been weighting on the segment’s growth since the
end of 2018.

Sales in the Defense & Security segment totaled €8,085 million, down 2.2% compared to 2019
(-1.8% at constant scope and exchange rates). The segment benefited from a significant catch-up
effect in the second half of the year, with sales up 3.2% on an organic basis. This return to growth
attests to the solid momentum of the Group’s solutions: at end December 2020, this segment
had a record backlog of more than €23 billion.

In the Digital Identity & Security segment, sales were down 5.9% to €2,992 million at constant
scope and exchange rates. This decline was due to the adverse impact of the public health crisis
on passport demand starting in the second quarter and on loT connectivity modules in the second
quarter. Sales of EMV payment cards and SIM cards, which were better than expected in the first
half of the year, were unsurprisingly down in the second half, impacted by an unfavorable basis
of comparison.

Results
EBIT 2020 2019 Total Organic
In € millions change change
Aerospace -76 521 n.m. n.m.
as a % of sales -1.8% 9.3%
Transport 86 56 +53.5% +52.5%
as a % of sales 5.3% 2.9%
Defense & Security 1,039 1,153 -9.9% -9.5%
as a % of sales 12.9% 14.0%
Digital Identity & Security 324 264 +22.8% +8.4%
as a % of sales 10.8% 10.3%
Total — operating segments 1,373 1,994 -31.1% -32.9%
as a % of sales 8.1% 10.9%
Other — excluding Naval Group (43) (50)
Total — excluding Naval Group 1,331 1,943 -31.5% -33.4%
as a % of sales 7.8% 10.6%
Naval Group (35% share) 22 65
Total 1,352 2,008 -32.7% -34.5%
as a % of sales 8.0% 10.9%
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In 2020, consolidated EBIT*> was €1,352 million, or 8.0% of sales, versus €2,008 million (10.9% of
sales) in 2019.

The global adaptation plan to the crisis generated estimated savings of approximately €850
million for the year, €100 million above target.

The Aerospace segment posted negative EBIT of €76 million (-1.8% of sales), versus a positive
EBIT of €521 million (9.3% of sales) in 2019. The deterioration in this sector’s margin was due to
the impact on gross margin of the collapse in civil aeronautics sales and the increase in
restructuring costs, which was partially offset by the savings from the global adaptation plan.
After afirst half that was severely impacted by the health crisis, the space business posted an EBIT
margin during the second half of the year that was higher than its H2 2019 EBIT margin.

EBIT for the Transport segment was up sharply to €86 million (5.3% of sales), compared to €56
million (2.9% of sales) in 2019. Despite the Covid-19 crisis, the actions implemented as part of the
segment’s transformation plan resulted in an EBIT margin increase in line with medium-term
objectives (an EBIT margin of 8% to 8.5%).

In the Defense & Security segment, EBIT stood at €1,039 million, versus €1,153 million in 2019
(-9.5% at constant scope and exchange rates). Segment margin was 12.9% versus 14.0% in 2019
(which included approximately €40 million in positive one-off items). This solid EBIT margin, which
was at the top of the target medium-term range (12% to 13%) despite the negative impact of
Covid-19 crisis-related operational disruptions, demonstrates the segment’s resilience. This solid
performance was achieved thanks to continued sales momentum, the positive impact of compe-
titiveness initiatives and high-quality project execution.

At €324 million (10.8% of sales), EBIT in the Digital Identity & Security segment increased in line
with the business plan. The segment enjoyed higher-than-expected cost synergies and benefited
from good indirect cost management under the Group’s global adaptation plan and the leverage
effect on EMV and SIM card sales in the first half.

At €22 million in 2020 versus €65 million in 2019, Naval Group’s contribution to EBIT was down,
as a direct consequence of the impact of the public health crisis on its business.

The increase in net financial interest (-€60 million versus -€43 million in 2019) was mainly due to
the increase in average net debt. Other adjusted financial income?® (-€34 million in 2020 versus
-€12 million in 2019) was primarily impacted by higher foreign exchange losses. The change in
adjusted financial expense on pensions and other long-term employee benefits'® (-€41 million
compared with -€56 million in 2019) was due to the sharp decline in discount rates in 2019.

As a result, adjusted net income, Group share'® was €937 million versus €1,405 million in 2019,
after an adjusted income tax charge'® of -€264 million, compared with -€454 million in 2019. The

15 Non-GAAP financial indicator, see definition in the appendices, page 12, and calculation, pages 14 and 15.
16 Non-GAAP financial indicator, see definition in the appendices, page 12, and calculation, pages 14 and 15.
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decrease in the tax rate in France reduced the effective income tax rate to 23.1% in 2020 from
26.3%in 2019.

Adjusted net income, Group share, per share'® came out at €4.40, down 33% from 2019 (€6.61).

Consolidated net income, Group share stood at €483 million, down 57% from 2019. In addition
to the decline in adjusted net income, this decrease was due to the reduction in income from
disposals and the recognition of an impairment loss on goodwill and intangible assets in the civil
aeronautics business (in-flight entertainment).

Financial position at 31 December 2020

In € millions 2020 2019 Change

Operating cash flow before interest and tax 2,188 2,548 (359)
+ Change in working capital and provisions for contingencies (420) (341) (79)
+ Pension expense, excluding contributions related to the

reduction (ffthe iJK pensiogn deficit (164) (148) (16)
+ Net financial interest received (paid) (52) (37) (16)
+ Income tax paid (109) (154) 45
+ Net operating investments (387) (496) 109
= Free operating cash flow 1,057 1,372 (315)
+ aNf(:itligfeI::nce of disposals (acquisitions) of subsidiaries and 1 (5345) (5344
+

gz;i\zir;butlons related to the reduction of the UK pension (98) (98) i
+ Dividends paid (85) (463) 378
+ New lease liabilities (IFRS 16) (166) (299) 133
+ Changes in exchange rates and other 52 (151) 203
= Changes in net cash (debt) 761 (4,984) 5,745

Net cash (debt) at beginning of period (3,311) 1,673 (4,984)
+ Change in net cash (debt) 761 (4,984) 5,745
= Net cash (debt) at end of period (2,549) (3,311) 761

Free operating cash flow!” amounted to €1,057 million versus €1,372 million in 2019. As a result,
the cash conversion ratio of adjusted net income, Group share, to free operating cash flow was
113% (98% in 2019). This solid performance was mainly due to the measures taken since 2019
under the “Cash” initiative and the cash effects of the global adaptation plan to the crisis, which
included a 25% reduction in net operating investments at constant scope. The Group also
benefited from initiatives taken by certain institutional and government customers to shorten
their payment terms and from a phasing effect on prepayment for large contracts that was not
as negative as expected.

17 Non-GAAP financial indicator; see definition in the appendices, page 12.
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At 31 December 2020, net debt amounted to -€2,549 million, versus -€3,311 million at 31
December 2019, after taking into account new lease liabilities totaling €166 million (€299 million
in 2019) and after the payment of €85 million in dividends (€463 million in 2019).

Shareholders’ equity, Group share totaled €5,115 million, versus €5,449 million at 31 December
2019, with consolidated net income, Group share (€483 million) failing to offset the increase in
net pension obligations (€641 million).

Proposed dividend

At the Annual General Meeting on 6 May 2021, the Board of Directors will propose the
distribution of a dividend of €1.76 per share. This level corresponds to a payout ratio of 40% of
adjusted net income, Group share.

If approved, the ex-dividend date will be 18" May 2021 and the payment date will be 20" May
2021. The dividend will be paid fully in cash and will amount to €1.36 per share, after deducting
the interim dividend of €0.40 per share paid in December 2020.

Outlook

The Covid-19 health crisis continues to affect the global environment. While it is expected to
improve during the year, the public health and macro-economic context remains highly uncertain
in the short term and could affect the pace of air traffic recovery and corporate investment plans.

Thales will continue to implement all the levers of its Ambition 10 strategic plan, designed to
generate profitable and sustainable growth, combined with the structural adaptation plan in its
civil aeronautics-exposed businesses, which will be impacted by this crisis over several years.

The Group will also benefit from the visibility provided by its order book of over €31 billion, from
positive trends in most of its markets and from the acceleration of its growth initiatives.

Consequently, assuming an economic and public health situation that does not experience any

new major disruptions, and a normalization of the global semiconductor supply chain, Thales has

set the following 2021 objectives:

e Asin 2019 and 2020, a book-to-bill ratio above 1;

e Salesintherange of €17.1 billion to €17.9 billion,*8 taking into account the significant ongoing
disruptions in civil aeronautics and the recovery of growth in the other segments;

18 Based on the scope and exchange rates of March 2021.
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e An EBIT margin in the range of 9.5% to 10%, up 150 to 200 basis points from 2020, thanks to
the full effect of the global crisis adaptation plan, ongoing Ambition 10 competitiveness
initiatives and the further ramp up of Gemalto-related cost synergies.

Finally, the strong delivery of cash flow maximization initiatives allows the Group to upgrade its
free cash flow generation target for the 2019 to 2023 period: the cash conversion ratio!® should
reach around 95% on a reported basis?°.

% k% k

This press release contains certain forward-looking statements. Although Thales believes that its expectations are
based on reasonable assumptions, actual results may differ significantly from the forward-looking statements due to
various risks and uncertainties, as described in the Company's Universal Registration Document, which has been filed
with the French financial markets authority (Autorité des marchés financiers — AMF).

About Thales

Thales (Euronext Paris: HO) is a global leader in advanced technologies, investing in digital and
“deep tech” innovations — connectivity, big data, artificial intelligence, cybersecurity and
guantum computing — to build a confident future crucial for the development of our societies.
The Group provides its customers — businesses, organisations and governments —in the defense,
aeronautics, space, transport, and digital identity and security domains with solutions, services
and products that help them fulfil their critical role, consideration for the individual being the
driving force behind all decisions.

Thales has 81,000 employees in 68 countries. In 2020 the Group generated sales of €17 billion.

CONTACTS FIND OUT MORE

Thales Grou
Thales, Media Relations ~1EeS 2ToUD
Cédric Leurquin ’ {@Thalesgroup
+33(0)1 57 77 90 93

cedric.leurquin@thalesgroup.com

Thales, analysts/investors
Bertrand Delcaire

+33 (0)1 57 77 89 02
ir@thalesgroup.com

19 Qperational free cash flow divided by adjusted net income, Group share.
20 Previous target (October 2019): cash conversion ratio around 95% before one-offs on average over the 2019-2023 period.
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Appendices

Note on methodology

In this press release, amounts expressed in millions of euros are rounded to the nearest million.
As a result, the sums of the rounded amounts may differ very slightly from the reported totals.
All ratios and changes are calculated based on underlying amounts.

“Organic change” measures the movement in monetary indicators excluding the effects of
changes in exchange rates and scope of consolidation. It is defined as the difference between (i)
the indicator for the prior period, recomputed at the exchange rates applicable for the current
period to entities whose reporting currency is not the euro, less the contribution of entities
divested during the current period, and (ii) the value of the indicator for the current period less
the contribution of entities acquired during the current period. The calculation of organic change
in sales is detailed on page 17.

Definitions of non-GAAP financial indicators

In order to facilitate monitoring and benchmarking of its financial and operating performance,
the Group presents three key non-GAAP indicators, which exclude non-operating and/or non-
recurring items. They are determined as follows:

e EBIT, an adjusted operating indicator, corresponds to income from operations plus the share
in the net income of equity-accounted companies, before the impact of entries recorded as
part of business combinations (amortization of assets valued when determining the purchase
price allocation, other expenses directly related to acquisitions).

e Adjusted netincome corresponds to net income, excluding the following items and net of the
corresponding tax effects:

o amortization of assets valued when determining the purchase price allocation
(business combinations);

o expenses recognized in income from operations or in finance costs that are directly
related to business combinations;

o gains and losses on disposals of assets, changes in scope of consolidation and other;

o impairment of non-current assets;

o changes in the fair value of derivative foreign exchange instruments (recognized
under “Other financial income and expenses” in the consolidated financial
statements);

o actuarial gains (losses) on long-term benefits (recognized under “Finance costs on
pensions and other long-term employee benefits” in the consolidated financial
statements).

e Free operating cash flow corresponds to the net cash flow from operating activities before
contributions to reduce the pension deficit in the United Kingdom, and after deducting net
operating investments.
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Defining EBIT and adjusted net income involves defining other operating indicators in the
adjusted income statement: adjusted cost of sales, adjusted gross margin (corresponding to the
difference between sales and the adjusted cost of sales), adjusted indirect costs, other adjusted
financial income, adjusted financial income on pensions and long-term benefits, adjusted income
tax, adjusted net income, Group share, per share, calculated as described on pages 14 and 15.

Net cash (debt) corresponds to the difference between the sum of the “cash and cash
equivalents” and “current financial assets” items and short- and long-term borrowings, after
deduction of interest rate derivatives. From 1 January 2019, it incorporates the lease liability
recorded in the balance sheet pursuant to IFRS 16. Its calculation appears in Note 6.3 to the
consolidated financial statements.

Please note that only the consolidated financial statements as at 31 December 2020 are audited
by the statutory auditors, including EBIT, the calculation of which is outlined in Note 2 “Segment
Information”, net cash (debt), the definition and calculation of which appear in Note 6.2 “Net cash
(net debt)”, and free operating cash flow, the definition and calculation of which are specified in
Note 6.3 “Changes in net cash”. Adjusted financial information other than that provided in the
notes to the consolidated financial statements is subject to the verification procedures applicable
to all information included in this press release.

The impact of these adjustment entries on the income statements at 31 December 2020 and 31
December 2019 is detailed in the tables on pages 14 and 15. The calculation of free operating
cash flow is outlined on page 9.
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Adjusted income statement, EBIT and adjusted net income — 2020

2020 Adjustments 2020
e mil consolidated adjusted
n € miillions 1 2 3 4
except earnings per share (in €) P&L (1) (2 ) @ P&L
Sales 16,989 16,989
Cost of sales (13,054) 457 (12,597)
Research and development expenses (1,025) (1,025)
Marketing and selling expenses (1,306) 1 (1,305)
General and administrative expenses (613) 0 (613)
Restructuring costs (174) 5 (169)
Income from operations 818 463 1,281
Share in net income of equity affiliates 44 27 71
Incom.e frorrT operations, |n.cl. y 862 N/A
share in net income of equity affiliates
EBIT N/A 490 1,352
Disposal of assets, changes in scope and 1 (42) )
other
Impairment of non-current assets (135) 135 -
Net financial interest (60) (60)
Other financial income and expenses (82) 47 (34)
i i her long-

Finance costs on pens!ons and other long (45) 4 (41)
term employee benefits
Income tax (90) (1312) (27) (15) (1) (264)
Effective income tax rate* -16.8% -23.1%
Net income (loss) 492 359 66 32 3 953
Non-controlling interests (9) (8) (16)
Net income (loss), Group share 483 352 66 32 3 937
Average number of shares (in thousands) 212,704 212,704
Net earnings, Group share,

2.27 4.40

per share (in €)

(*) Income tax divided by net income before income tax and before share in net income of equity affiliates

Adjustments (see definitions on pages 12 and 13):

(1) Impact of business combinations: amortization of assets valued as part of the purchase price allocation, other expenses directly
related to acquisitions

(2) Income from disposals, changes in scope and other, and impairment losses on non-current assets

(3) Change in fair value of foreign exchange derivatives

(4) Actuarial differences on long-term employee benefits
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2019 Adjustments 2019

1 € millions consolidated adjusted
except earnings per share (in €) P&L (1) (2) (3) (4) P&L
Sales 18,401 18,401
Cost of sales (13,877) 528 (13,350)
Research and development expenses (1,099) 1 (1,097)
Marketing and selling expenses (1,383) (1,381)
General and administrative expenses (637) 3 (634)
Restructuring costs (122) 21 (102)
Income from operations 1,283 554 1,837
Share in net income of equity affiliates 142 29 171
Shore i et Income of exuity sfltes 1425 /A
EBIT N/A 583 2,008
gi;p;cr)sal of assets, changes in scope and 219 (219) 0
Net financial interest (43) (43)
Other financial income and expenses (84) 73 (12)
o S 5 e
Income tax (301) (146) 21 (24) (4) (454)
Effective income tax rate* -23.1% -26.3%
Net income 1,146 436 (198) 49 10 1,443
Non-controlling interests (25) (14) (38)
Net income (loss), Group share 1,122 423 (198) 49 10 1,405
Average number of shares (in thousands) 212,502 212,502
Net earnings, Group share,

5.28 6.61

per share (in €)

(*) Income tax divided by net income before income tax and before share in net income of equity affiliates

Adjustments (see definitions on pages 12 and 13):

(1) Impact of business combinations: amortization of assets valued as part of the purchase price allocation, other expenses directly

related to acquisitions

(2) Income from disposals, changes in scope and other
(3) Change in fair value of foreign exchange derivatives
(4) Actuarial differences on long-term employee benefits
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Order intake by destination — 2020

Total Organic 2.qu
2020 2019 T - weighting
In € millions asa%
France 4,580 5,372 -15% -15% 24.8%
United Kingdom 1,314 1,730 -24% -25% 7.1%
Rest of Europe 6,215 4,266 +46% +42% 33.6%
Sub-total Europe 12,109 11,368 +7% +5% 65.5%
United States and Canada 2,002 2,040 2% -9% 10.8%
Australia and New Zealand 799 850 -6% -5% 4.3%
Total mature markets 14,910 14,258 +5% +3% 80.7%
Asia 1,718 2,452 -30% -34% 9.3%
Near and Middle East 1,088 1,293 -16% -22% 5.9%
Rest of the world 760 1,139 -33% -38% 4.1%
Total emerging markets 3,567 4,883 -27% -32% 19.3%
Total all markets 18,476 19,142 -3% -6% 100%
Sales by destination — 2020
2020 2019 ch\::\ZIe S;if\;': wezigl'zl:ng
In € millions asa%
France 4,229 4,461 -5.2% -5.7% 24.9%
United Kingdom 1,180 1,297 -9.1% -9.9% 6.9%
Rest of Europe 4,024 4,040 -0.4% -4.2% 23.7%
Sub-total Europe 9,432 9,798 -3.7% -5.6% 55.5%
United States and Canada 1,952 2,102 -7.1% -13.8% 11.5%
Australia and New Zealand 990 958 +3.4% +4.6% 5.8%
Total mature markets 12,375 12,858 -3.8% -6.2% 72.8%
Asia 2,310 2,642 -12.6% -16.9% 13.6%
Near and Middle East 1,201 1,601 -25.0% -26.6% 7.1%
Rest of the world 1,104 1,301 -15.1% -19.4% 6.5%
Total emerging markets 4,614 5,543 -16.8% -20.3% 27.2%
Total all markets 16,989 18,401 -7.7% -10.4% 100%
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Order intake and sales — Q4 2020

Order intake zggo 2329 czgntmagle fﬂgi'g":
In € millions
Aerospace 1,554 2,204 -30% -29%
Transport 846 883 -4% -2%
Defense & Security 6,069 4,636 +31% +32%
Digital Identity & Security 796 952 -16% -12%
Total — operating segments 9,266 8,676 +7% +8%
Other 30 21
Total 9,296 8,696 +7% +8%
Sales
In € millions
Aerospace 1,319 1,808 -27.0% -26.0%
Transport 516 642 -19.6% -17.3%
Defense & Security 2,616 2,595 +0.8% +1.6%
Digital Identity & Security 791 920 -14.0% -9.0%
Total — operating segments 5,243 5,966 -12.1% -10.4%
Other 32 25
Total 5,275 5,991 -12.0% -10.2%
Organic change in sales by quarter
2019 Exil'al:\ge Impact of 2020 Impact of Total Organic
. sales effect disposals sales acquisitions  change change
Q1 3,361 -0 - 3,899 +697 +16.0% -4.7%
Q2 4,829 -20 - 3,852 +0 -20.2% -19.9%
H1 8,190 -20 - 7,751 +697 -5.4% -13.6%
Q3 4,220 -79 - 3,963 +0 -6.1% -4.3%
Q4 5,991 -116 - 5,275 +1 -12.0% -10.2%
Full year 18,401 -215 - 16,989 +698 -7.7% -10.4%

Main scope effects:
e  Disposals: none
e Acquisitions: consolidation of Gemalto from 1 April 2019 (Digital Identity & Security segment)
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