BASE PROSPECTUS

THALES

(established as a société anonyme with limited liability in France)

€3,000,000,000

Global Medium Term Note Programme

Under this €3,000,000,000 Global Medium Term Note Programme (the "Programme"), Thales (the
"Issuer™) may from time to time issue notes (the "Notes") denominated in any currency agreed between itself
and the relevant Dealer(s) (as defined below) subject to compliance with all applicable legal and/or regulatory
and/or central bank requirements.

Notes may be issued on a continuing basis to one or more of the Dealers specified in "General
Description of the Programme" herein and any additional Dealers appointed under the Programme from time to
time, which appointment may be for a specific issue or on an ongoing basis (each a "Dealer"” and together, the
"Dealers™).

Application has been made to the Autorité des marches financiers (the "AMF") for approval of this Base
Prospectus in its capacity as competent authority under the prospectus directive (Directive 2003/71/EC) (the
"Prospectus Directive™). This Base Prospectus received the visa no. 11-462 on 14 October 2011 from the AMF.
Application may be made (i) to Euronext Paris during the period of 12 months from the date of this Base
Prospectus for Notes issued under the Programme to be admitted to trading and/or (ii) to the listing authority of
any other European Economic Area Member State for Notes issued under the Programme to be admitted to
trading on a Regulated Market (as defined below) in such Member State. Euronext Paris is a regulated market
for the purposes of the Markets in Financial Instruments Directive 2004/39/EC (a "Regulated Market").
References in this document to Euronext Paris ("Euronext Paris") and all related references shall include the
Regulated Market. The Programme also permits Notes to be issued on the basis that they will not be admitted to
listing, trading and/or quotation by any listing authority, stock exchange and/or quotation system or to be
admitted to listing, trading and/or quotation by such other or further listing authorities, stock exchanges and/or
quotation systems as may be agreed with the Issuer.

In the case of any Notes which are to be listed and admitted to trading on a Regulated Market within the
European Economic Area or offered to the public in a Member State of the European Economic Area in
circumstances which require the publication of a prospectus under the Prospectus Directive (as defined above),
the minimum denomination shall be €100,000 (or its equivalent in any other currency as at the date of issue of
the relevant Notes) or more.

See the "Risk Factors™ section for a description of certain factors which should be considered by
potential investors in connection with any investment in the Notes.

Unless otherwise specified in the applicable Final Terms, Notes to be issued under the Programme with a
maturity of 12 months or more will be rated BBB+ by Standard & Poor's Ratings Services, a division of the
McGraw Hill Companies Inc. ("Standard & Poor's") and A2 by Moody's Investors Service Limited
("Moody’s") and Notes to be issued under the Programme with a maturity of less than 12 months will be rated
A2 by Standard & Poor's and P1 by Moody's. Tranches of Notes issued under the Programme may be rated or
unrated. Whether or not each credit rating applied for in relation to a relevant Tranche of Notes will be issued by
a credit rating agency established in the European Union and registered under Regulation (EU) No 1060/2009,
as amended (the "CRA Regulation™) will be disclosed in the Final Terms. In general, European regulated
investors are restricted from using a rating for regulatory purposes if such rating is not issued by a credit rating
agency established in the European Union and registered under the CRA Regulation unless the rating is
provided by a credit rating agency operating in the European Union before 7 June 2010 which has submitted an
application for registration in accordance with the CRA Regulation and such registration is not refused. Where a
Tranche of Notes is rated, such rating will not necessarily be the same as the rating assigned to the Programme.
A credit rating is not a recommendation to buy, sell or hold Notes and may be subject to revision, suspension or
withdrawal at any time by the relevant rating organisation.

This Base Prospectus should be read and construed together with any supplements hereto and with any
other documents incorporated by reference herein and, in relation to any Tranche (as defined herein) of Notes,
should be read and construed together with the relevant Final Terms (as defined herein). This Base Prospectus
supersedes the base prospectus dated 7 October 2010 issued in respect of the Programme.

Copies of this Base Prospectus, any supplements hereto, any Final Terms relating to Notes which are
listed on Euronext Paris and each document incorporated by reference will be available on the website of the
AMF (www.amf-france.org) and copies of the Base Prospectus and each document incorporated by reference
will be available on the website of the Issuer (www.thalesgroup.com).
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IMPORTANT NOTICES

This Base Prospectus should be read and construed together with any supplements hereto and with any
other documents incorporated by reference herein and, in relation to any Tranche (as defined herein) of Notes,
should be read and construed together with the relevant Final Terms (as defined herein).

The Issuer has confirmed to the Dealers named under "Subscription and Sale" below that this Base
Prospectus (including for this purpose, the relevant Final Terms) contains all information which is (in the
context of the Programme, the issue, offering and sale of the Notes and the guarantee of the Notes) material; that
such information is true and accurate in all material respects and is not misleading in any material respect; that
any opinions, predictions or intentions expressed herein are honestly held or made and are not misleading in any
material respect; that this Base Prospectus does not omit to state any material fact necessary to make such
information, opinions, predictions or intentions (in the context of the Programme, the issue, offering and sale of
the Notes and the guarantee of the Notes) not misleading in any material respect; and that all reasonable
enquiries have been made to verify the foregoing.

No person has been authorised to give any information or to make any representation not contained in or
not consistent with this Base Prospectus or any other document entered into in relation to the Programme or any
information supplied by the Issuer or such other information as is in the public domain and, if given or made,
such information or representation should not be relied upon as having been authorised by the Issuer or any
Dealer.

No representation or warranty is made or implied by the Dealers or any of their respective affiliates, and
none of the Dealers and any of their respective affiliates makes any representation or warranty or accepts any
responsibility as to the accuracy or completeness of the information contained in this Base Prospectus. Neither
the delivery of this Base Prospectus or any Final Terms nor the offering, sale or delivery of any Note shall, in
any circumstances, create any implication that the information contained in this Base Prospectus is true
subsequent to the date hereof or the date upon which this Base Prospectus has been most recently amended or
supplemented or that there has been no adverse change, or any event reasonably likely to involve any adverse
change, in the condition (financial or otherwise) of the Issuer since the date thereof or, if later, the date upon
which this Base Prospectus has been most recently amended or supplemented or that any other information
supplied in connection with the Programme is correct at any time subsequent to the date on which it is supplied
or, if different, the date indicated in the document containing the same.

The distribution of this Base Prospectus and any Final Terms and the offering, sale and delivery of the
Notes in certain jurisdictions may be restricted by law. Persons into whose possession this Base Prospectus or
any Final Terms comes are required by the Issuer and each of the Dealers to inform themselves about and to
observe any such restrictions. For a description of certain restrictions on offers, sales and deliveries of Notes and
on the distribution of this Base Prospectus or any Final Terms and other offering material relating to the Notes,
see "Subscription and Sale" and "Form of Notes and Transfer Restrictions relating to U.S. Sales". In particular,
Notes have not been and will not be registered under the United States Securities Act of 1933 (as amended) (the
"Securities Act") and are subject to U.S. tax law requirements. Subject to certain exceptions, Notes may not be
offered, sold or delivered within the United States or to U.S. persons. Notes may be offered and sold outside the
United States to non-U.S. persons in reliance on Regulation S under the Securities Act ("Regulation S") and in
the United States to qualified institutional buyers (as defined in Rule 144A under the Securities Act ("Rule
144A™)) in reliance on Rule 144A. In addition, prospective purchasers of Notes are hereby notified that a seller
of Notes may be relying on the exemption from the registration requirements of Section 5 of the Securities Act
provided by Rule 144A.

Neither this Base Prospectus nor any Final Terms constitutes an offer or an invitation to subscribe for or
purchase any Notes and should not be considered as a recommendation by the Issuer, the Dealers or any of them
that any recipient of this Base Prospectus or any Final Terms should subscribe for or purchase any Notes. Each
recipient of this Base Prospectus or any Final Terms shall be taken to have made its own investigation and
appraisal of the condition (financial or otherwise) of the Issuer.

Each Tranche of Bearer Notes will initially be represented by a temporary global Note (a "Temporary
Global Note") or a permanent global note (a "Permanent Global Note"), in each case, without interest
coupons. Each Temporary Global Note and each Permanent Global Note which is not intended to be issued in
new global note form (a "Classic Global Note" or "CGN"), as specified in the applicable Final Terms, will be
deposited on the issue date thereof with a common depositary on behalf of Euroclear and/or Clearstream,
Luxembourg and each Temporary Global Note and each Permanent Global Note which is intended to be issued
in new global note form (a "New Global Note" or "NGN"), as specified in the applicable Final Terms, will be
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deposited on the issue date thereof with a common safekeeper for Euroclear and/or Clearstream, Luxembourg.
Beneficial interests in a Temporary Global Note will be exchangeable for either beneficial interests in a
Permanent Global Note or definitive Bearer Notes upon certification as to non-U.S. beneficial ownership as
required by U.S. Treasury regulations. Each Permanent Global Note may be exchanged for definitive Bearer
Notes (save to the extent otherwise indicated in the applicable Final Terms) only in the limited circumstances
described in the Permanent Global Note, in each case in accordance with the procedure described in "Form of
the Notes" below.

The maximum aggregate principal amount of Notes outstanding at any one time under the Programme
will not exceed €3,000,000,000 (and for this purpose, any Notes denominated in another currency shall be
translated into euro at the date of the agreement to issue such Notes (calculated in accordance with the
provisions of the Dealer Agreement)). The maximum aggregate principal amount of Notes which may be
outstanding at any one time under the Programme may be increased from time to time, subject to compliance
with the relevant provisions of the Dealer Agreement as defined under "Subscription and Sale".

In this Base Prospectus, unless otherwise specified, reference to "USD", "U.S. dollars™ or "dollars" are
to United States dollars and reference to "EUR", "euro” or "€" are to the single currency introduced at the start
of the third stage of European Economic and Monetary Union pursuant to the Treaty establishing the European
Communities, as amended by the Treaty on European Union.

This Base Prospectus contains certain statements as to the Issuer's competitive position. Please note that
these statements are based upon the Issuer's own assessments of the markets in which it operates.

Certain figures included in this Base Prospectus have been subject to rounding adjustments;
accordingly, figures shown for the same category presented in different tables may vary slightly and figures
shown as totals in certain tables may not be an arithmetic aggregation of the figures which precede them.

In connection with the issue of any Tranche of Notes, the Dealer or Dealers (if any) named as the
stabilising manager(s) (the "Stabilising Manager(s)") (or persons acting on behalf of any Stabilising
Manager(s)) in the applicable Final Terms may over allot Notes or effect transactions with a view to supporting
the market price of the Notes at a level higher than that which might otherwise prevail. However, there is no
assurance that the Stabilising Manager(s) (or persons acting on behalf of a Stabilising Manager) will undertake
stabilisation action. Any stabilisation action may begin on or after the date on which adequate public disclosure
of the final terms of the offer of the relevant Tranche of Notes is made and, if begun, may be ended at any time,
but it must end no later than the earlier of 30 days after the issue date of the relevant Tranche of Notes and 60
days after the date of the allotment of the relevant Tranche of Notes. Any stabilisation action or over-allotment
shall be conducted in accordance with all applicable laws and rules.
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NOTICE TO NEW HAMPSHIRE RESIDENTS

NEITHER THE FACT THAT A REGISTRATION STATEMENT NOR AN APPLICATION
FOR A LICENCE HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE
REVISED STATUTES WITH THE STATE OF NEW HAMPSHIRE OR THE FACT THAT A
SECURITY IS EFFECTIVELY REGISTERED OR A PERSON IS LICENSED IN THE STATE OF
NEW HAMPSHIRE CONSTITUTES A FINDING BY THE SECRETARY OF STATE OF THE STATE
OF NEW HAMPSHIRE THAT ANY DOCUMENT FILED UNDER RSA 421-B IS TRUE, COMPLETE
AND NOT MISLEADING. NEITHER ANY SUCH FACT NOR THE FACT THAT AN EXEMPTION
OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS THAT THE
SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE MERITS OR QUALIFICATIONS
OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON, SECURITY OR
TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSE TO BE MADE, TO ANY
PROSPECTIVE PURCHASER, CUSTOMER OR CLIENT ANY REPRESENTATION
INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH.

PARIS-1-1154629-v11 -6 - 36-40507145



GENERAL DESCRIPTION OF THE PROGRAMME

The following general description is qualified in its entirety by the remainder of this Base Prospectus.
Words and expressions defined in "Forms of the Notes™ or "Terms and Conditions of the Notes" below shall
have the same meanings in this general description.

Issuer:

Arranger:

Dealers:

Description:
Fiscal Agent:

Registrar:

Listing and admission to trading:

Clearing Systems:

Initial Programme Amount:

Issuance in Series:

Final Terms:

Forms of Notes:

PARIS-1-1154629-v11

Thales
The Royal Bank of Scotland plc

The Royal Bank of Scotland plc, Banco Santander, S.A., Barclays
Bank PLC, BNP PARIBAS, Commerzbank Aktiengesellschaft,
Crédit Agricole Corporate & Investment Bank, Deutsche Bank AG,
London Branch, HSBC Bank plc, Natixis, Société Générale

and any other Dealer appointed from time to time by the Issuer either
generally in respect of the Programme or in relation to a particular
Tranche of Notes.

Global Medium Term Note Programme.
BNP PARIBAS Securities Services, Luxembourg Branch
BNP PARIBAS Securities Services, Luxembourg Branch

Each Series may be listed on Euronext Paris and their admission to
trading on the Regulated Market of the Euronext Paris and/or
admitted to listing, trading and/or quotation by any other listing
authority and/or quotation system, including the Luxembourg Stock
Exchange, as may be agreed between the Issuer and the relevant
Dealer and specified in the relevant Final Terms or may be unlisted.

Euroclear Bank S.A./N.V. as operator of the Euroclear System
("Euroclear™), and/or Clearstream Banking, société anonyme
("Clearstream, Luxembourg™) and/or The Depository Trust
Company ("DTC™) and/or any other clearing system as may be
specified in the relevant Final Terms.

Up to €3,000,000,000 (or its equivalent in other currencies) aggregate
principal amount of Notes outstanding at any one time. The Issuer
may increase the amount of the Programme in accordance with the
terms of the Dealer Agreement. In the event of an increase to the
Initial Programme Amount, a supplement to the Base Prospectus will
be prepared by the Issuer.

Notes will be issued in Series. Each Series may comprise one or more
Tranches issued on different issue dates. The Notes of each Series
will all be subject to identical terms, except that the issue price, the
issue date and the amount of the first payment of interest may be
different in respect of different Tranches. The Notes of each Tranche
will all be subject to identical terms in all respects save that a Tranche
may comprise Notes of different denominations.

Each Tranche will be the subject of a Final Terms which, for the
purposes of that Tranche only, supplements the Terms and Conditions
of the Notes and this Base Prospectus and must be read in conjunction
with this Base Prospectus. The terms and conditions applicable to any
particular Tranche of Notes are the Terms and Conditions of the
Notes as supplemented, amended and/or replaced by the relevant
Final Terms.

Notes may be issued in bearer form ("Bearer Notes") and/or
registered form ("Registered Notes"), as specified in the relevant
Final Terms. Registered Notes will not be exchangeable for Bearer
Notes and vice-versa.
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Bearer Notes

Registered Notes

Currencies:

Status of the Notes:

Issue Price:
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Each Tranche of Notes in bearer form will initially be in the form of
either a Temporary Global Note or a Permanent Global Note, in each
case as specified in the relevant Final Terms. Each Temporary Global
Note or Permanent Global Note which is not intended to be issued in
new global note form (a "Classic Global Note" or "CGN"), as
specified in the Final Terms will be deposited on the relevant Issue
Date with a common depositary for Euroclear and/or Clearstream,
Luxembourg and/or any other agreed clearance system and each
Temporary Global Note or Permanent Global Note which is intended
to be issued in new global note form (a "New Global Note" or
"NGN"), as specified in the applicable Final Terms, will be deposited
on the relevant Issue Date with a common safekeeper for Euroclear
and/or Clearstream, Luxembourg. Each Temporary Global Note will
be exchangeable for a Permanent Global Note or, if so specified in
the relevant Final Terms, for Definitive Notes. If the TEFRA D Rules
are specified in the relevant Final Terms as applicable, certification as
to non-U.S. beneficial ownership will be a condition precedent to any
exchange of an interest in a Temporary Global Note or receipt of any
payment of interest in respect of a Temporary Global Note. Each
Permanent Global Note will be exchangeable for Definitive Notes in
accordance with its terms. Definitive Notes will, if interest-bearing,
have Coupons attached and, if appropriate, a Talon for further
Coupons.

Notes in registered form which are offered and sold outside the
United States in reliance on Regulation S will be represented by
interests in a global registered note certificate (the "Unrestricted
Global Note Certificate"), either (i) deposited with a custodian for
and registered in the name of a nominee of DTC for the accounts of
Euroclear and Clearstream, Luxembourg or (ii) deposited with a
common depositary for, and registered in the name of a common
nominee of, Euroclear and Clearstream, Luxembourg on or about the
date of issue of the relevant Tranche. Up to and including the fortieth
day after the later of the commencement of the offering and the
Closing Date, beneficial interests in the Unrestricted Global Note
Certificate may be held only through Euroclear or Clearstream,
Luxembourg.

Notes which are offered and sold in the United States in reliance on
Rule 144A will be represented by interests in a global registered note
certificate (the "Restricted Global Note Certificate" and, together
with the Unrestricted Global Note Certificate, the "Global Note
Certificates"), deposited with a custodian for and registered in the
name of a nominee of DTC on or about the date of issue of the
relevant Tranche. Interests in the Global Note Certificates will be
shown on, and transfers thereof will be effected only through, records
maintained by DTC and its direct and indirect participants, including
depositaries for Euroclear and Clearstream, Luxembourg. Individual
note certificates ("Individual Note Certificates") -evidencing
holdings of Notes will only be available in certain limited
circumstances. See "Form of Notes and Transfer Restrictions relating
to U.S. Sales".

Notes may be denominated in any currency or currencies, subject to
compliance with all applicable legal and/or regulatory and/or central
bank requirements. Payments in respect of Notes may, subject to such
compliance, be made in and/or linked to, any currency or currencies
other than the currency in which such Notes are denominated.

Notes will be issued on an unsubordinated basis.

Notes may be issued at any price and either on a fully or partly paid
basis, as specified in the relevant Final Terms.
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Maturities:

Redemption:

Optional Redemption:

Tax Redemption:

Interest:

Denominations:

Negative Pledge:

Cross Default:

Taxation:
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Any maturity, subject, in relation to specific currencies, to
compliance with all applicable legal and/or regulatory and/or central
bank requirements.

Where Notes have a maturity of less than one year and either (a) the
issue proceeds are received by the Issuer in the United Kingdom or
(b) the activity of issuing the Notes is carried on from an
establishment maintained by the Issuer in the United Kingdom, such
Notes must: (i) have a minimum redemption value of £100,000 (or its
equivalent in other currencies) and be issued only to persons whose
ordinary activities involve them in acquiring, holding, managing or
disposing of investments (as principal or agent) for the purposes of
their businesses or who it is reasonable to expect will acquire, hold,
manage or dispose of investments (as principal or agent) for the
purposes of their businesses; or (ii) be issued in other circumstances
which do not constitute a contravention of section 19 of the FSMA by
the Issuer.

Notes may be redeemable at par or at such other Redemption Amount
(detailed in a formula, index or otherwise) as may be specified in the
relevant Final Terms. Notes may also be redeemable in two or more
instalments on such dates and in such manner as may be specified in
the relevant Final Terms.

Notes issued on terms that they must be redeemed before their first
anniversary may be subject to restrictions on their denomination and
distribution, see "Maturities" above.

Notes may be redeemed before their stated maturity at the option of
the Issuer (either in whole or in part) and/or the Noteholders to the
extent (if at all) specified in the relevant Final Terms.

Except as described in "Optional Redemption" above, early
redemption will only be permitted for tax reasons as described in
Condition 11(b) (Redemption and Purchase — Redemption for tax
reasons).

Notes may be interest-bearing or non-interest bearing. Interest (if any)
may accrue at a fixed rate or a floating rate or other variable rate or be
index-linked and the method of calculating interest may vary between
the issue date and the maturity date of the relevant Series.

Notes will be issued in such denominations as may be specified in the
relevant Final Terms, subject to compliance with all applicable legal
and/or regulatory and/or central bank requirements, see "Maturities"
above and save that the minimum denomination of each Note
admitted to trading on a Regulated Market within the European
Economic Area or offered to the public in a Member Sate of the
European Economic Area in circumstances which require the
publication of a prospectus under the Prospectus Directive will be
€100,000 (or, if the Notes are denominated in a currency other than
euro, the equivalent amount in such currency).

The Notes will have the benefit of a negative pledge as described in
Condition 6 (Negative Pledge).

The Notes will have the benefit of a cross default as described in
Condition 14 (Events of Default).

All payments in respect of the Notes will be made without deduction
for or on account of French withholding taxes, subject as provided in
Condition 13 (Taxation). In the event that a deduction becomes due,
the Issuer will (subject as provided in Condition 13 (Taxation)) pay
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Redenomination:

Governing Law:

Enforcement of Notes in Global Form:

Ratings:

Selling Restrictions:
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such additional amounts as will result in the Noteholders receiving
such amounts as they would have received in respect of such Notes
had no such withholding been required.

In respect of any Tranche of Notes, if the country of the Specified
Currency becomes or, announces its intention to become, a
Participating Member State, the Notes may be redenominated in euro
in accordance with Condition 23 (Redenomination, Renominalisation
and Reconventioning) if so specified in the relevant Final Terms.

English law.

In the case of Global Notes, investors' rights against the Issuer will be
supported by an amended and restated deed of covenant dated 14
October 2011 (the "Deed of Covenant"), a copy of which will be
available for inspection at the specified office of the Fiscal Agent.

Unless otherwise specified in the applicable Final Terms, Notes to be
issued under the Programme with a maturity of 12 months or more
will be rated BBB+ by Standard & Poor's Ratings Services, a division
of the McGraw Hill Companies Inc. ("Standard & Poor's") and A2
by Moody's Investors Service Limited ("Moody's") and Notes to be
issued under the Programme with a maturity of less than 12 months
will be rated A2 by Standard & Poor's and P1 by Moody's. Tranches
of Notes issued under the Programme may be rated or unrated. Where
a Tranche of Notes is rated, such rating will not necessarily be the
same as the rating assigned to the Programme. A credit rating is not a
recommendation to buy, sell or hold Notes and may be subject to
revision, suspension or withdrawal at any time by the relevant rating
organisation.

For a description of certain restrictions on offers, sales and deliveries
of Notes and on the distribution of offering material in the United
States of America, the European Economic Area, the United
Kingdom, France, The Netherlands and Japan, see "Subscription and
Sale" below. Further restrictions may be required in connection with
any particular issue of Notes. Any such further restrictions will be
specified in the relevant Final Terms.
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RISK FACTORS

The Issuer believes that the following factors may affect its ability to fulfil its obligations under Notes
issued under the Programme. All of these factors are contingencies which may or may not occur and the Issuer
is not in a position to express a view on the likelihood of any such contingency occurring.

Factors which the Issuer believes may be material for the purpose of assessing the market risks
associated with Notes issued under the Programme are also described below.

The Issuer believes that the factors described below represent the principal risks inherent in investing in
Notes issued under the Programme. Prospective investors should, however read the detailed information set out
elsewhere in this Base Prospectus (including any documents incorporated by reference herein) and reach their
own views prior to making any investment decision.

RISK FACTORS RELATING TO THE ISSUER

Thales is exposed to a number of risks and uncertainties that could have a significant impact on its
business, financial position or results. The risks described below are not the only ones that Thales faces. Other
risks of which Thales is not currently aware, or which are not believed to be significant at this time, could also
have an unfavourable impact on its business, profitability or financial position.

Generally, Thales may be faced with a number of financial, legal, operational and strategic risks.
1. FINANCIAL RISKS
1.1. LIQUIDITY

Thales's liquidity risk corresponds to its level of exposure to changes in the main market indicators which
could lead to an increase in the cost of borrowing, or even a temporary restriction on access to external sources
of finance.

Thales manages this risk by anticipating its liquidity requirements and by maintaining committed,
undrawn credit facilities granted by banks as backup for its commercial paper programme and acting as a

financing reserve.

This risk is hedged by Thales's short- and long-term financial resources listed below:

. shareholders' equity, listed by heading in Note 20 to the consolidated financial statements;
. gross debt, listed by maturity in Note 24 to the consolidated financial statements;
. committed, undrawn credit facilities granted by banks as backup for the commercial paper programme

and acting as a financing reserve. These are described in more detail in Note 24 to the consolidated
financial statements.

This principle of centralising the short-term surpluses and requirements of units (cash pooling) is applied
to units in the same currency zone — euro zone (with separate cash pooling for French units), sterling zone,
dollar zone and Australian dollar zone, etc. — and, in some cases, in the same country.

Through the consolidation and centralisation of cash requirements and surpluses of its units, Thales is in
a position to:

. simplify cash management and reconcile individual positions of units to produce a single consolidated
position, and
. gain access to financial markets through the parent company's financing programmes, rated by

Standard & Poor's and Moody's (see below).
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At 31 December 2010, cash recorded under consolidated assets amounted to €2.751m (compared with
€1.960m at end-2009), including:

* €1.952m held by the parent company and available for immediate use;

* €450m in the form of credit bank balances of subsidiaries, most of them outside France. This figure
includes, inter alia, payments received in the last few days of the financial year and subsequently
transferred to the corporate treasury account;

* €349m in cash invested directly by joint ventures (prorated by Thales's interest in each joint venture),
since cash pooling is not applicable to joint ventures.

Cash and cash equivalents at year-end are held either in bank deposits or invested in very short-term bank
certificates of deposit with first-tier banks or money market undertakings for collective investment in
transferable securities ("UCITS™). At the date of publication, Thales's debt was rated as follows by the rating
agencies:

Medium and long-term loans A2 BBB+
Outlook Outlook stable Outlook stable
Commercial paper and short-term loans Prime-1 A2

In June 2010, Thales's rating was downgraded from Al to A2 by Moody's and from A- to BBB+ by
Standard & Poor's.

This did not result in the activation of covenants contained in financing agreements. The clause providing
for accelerated repayment of committed credit facilities would only take effect in the event that the French state
no longer held its golden share and, simultaneously, the ratio of consolidated net financial debt to EBITDA
(earnings before interest, taxes, depreciation and amortisation) were to exceed 3. Conversely an upgrade would
result in an improvement in the applicable margin.

1.2. INTEREST RATES

Thales is exposed to interest rate volatility and in particular its impact on the terms of its variable-rate
borrowings. To limit this risk, Thales operates an active policy of interest rate hedging.

The Corporate Financing & Treasury department consolidates data on Thales's exposure to interest rate
risk and uses the appropriate financial instruments to hedge those risks.

Thales has an active policy to control interest rate and counterparty risks and to optimise the terms of its
borrowing and banking operations.

The breakdown of Thales's debt by type of interest rate is described in Note 24 to the consolidated

financial statements. The table below summarises the Thales and its Subsidiaries' (the "Group") exposure to
interest rate risk before and after hedging.
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Based on Thales's average net debt, after hedging, a 1% rise in interest rates would reduce financial
expense by €1.5m.

Due in 1 year Due in 1 to 5 years Beyond 5 years Total

(in € million) variable fixed variable fixed variable fixed variable
Financial

liabilities (832.6) (385.4) (747.4) (32.6) (629.6) (28.5) (2,209.6) (466.5)
Financial assets 2,847.2 0.0 2,847.2
Net position

before

management (832.6) 2,461.8 (747.4) (32.6) (629.6) (28.5) (2,209.6) 2,400.7
Off-balance-sheet 571.3 (571.3) 182.8 (182.8) 383.5 (383.5) 1,137.6 (1,137.6)
Net position after

management (261.3) 1,890.4 (564.6) (215.4) (246.1) (412.0) (1,072.0) 1,263.0

1.3. FOREIGN EXCHANGE
Due to the global nature of its business, Thales is exposed to the risk of exchange rate fluctuations.
1.3.1. BUSINESS-RELATED CURRENCY RISK

Business-related currency risk occurs when some of the business is billed in a currency other than that of
the related costs.

a. As a general rule, Thales is structurally immune to exchange rate fluctuations for a significant part of
its business activity. Almost half of Thales's revenues are generated in the euro zone, which is also where most
of its industrial operations are located. In addition, Thales's international development policy, both in Europe
and in other parts of the world (United States, Australia, South Korea, etc.) allows the company to manufacture
and invoice in local currency, thereby eliminating exchange rate risk on local sales.

b. The accounts of Thales subsidiaries located in countries where the official currency is not the euro are
translated into euros in the Group's consolidated accounts. A fall in these currencies against the euro is likely to
have a negative impact on the accounts. Its impact on profitability is limited, however, since the cost base of
these subsidiaries is essentially in the same currency as their revenues.

c. For some of Thales's business activities (civil avionics, tubes, civil space), the US dollar is the standard
transaction currency. For business activities outside the dollar zone (in-flight entertainment business is based
essentially in the United States and is therefore largely immune to this risk), a specific currency risk hedging
policy is implemented.

 For equipment transactions (avionics, tubes), this policy is defined on the basis of sales forecasts in
USD, after accounting for corresponding purchases in USD. For these transactions, net exposure to
dollar risk represents around 4% of the Group's total revenues for 2010.

* For longer-term programmes in markets traditionally denominated in USD (primarily in civil space and
simulators), each bid or proposal is examined for profitability, including the effect of currency
fluctuations, after accounting for corresponding purchases in USD, and, if necessary, is hedged either
through market transactions (forward exchange contracts and options), or by reinsurance with private
insurance companies such as Coface.

Where necessary, a similar approach is adopted for other Thales activities if a customer specifically
requires a contract denominated in USD.

Overall, net exposure represented around 3% of the Group's total revenues for 2010. In future years, the
rollout of the Iridium contract will increase the portion of revenues earned in USD.
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+ As well as this direct dollar risk, which concerned around 7% in total of consolidated revenues at end-
2010, Thales is also exposed to an "indirect" dollar risk on contracts denominated in currencies other
than the dollar. This occurs when it is bidding against companies that benefit from a cost base in
dollars. Analysis by product lines and geographic areas shows that an estimated 15% to 20% of total
revenues may be exposed to this "indirect™ dollar risk.

Dollar risk is thus the main currency risk that Thales needs to hedge. The figures corresponding to the
hedging of business-related dollar risk are as follows:

» USD3.837m of financial instruments to hedge net firm commitments (USD risk against EUR, CAD
and GBP) at 31 December 2010, compared with USD2.140m at 31 December 2009. The Iridium
contract is the main reason for this increase;

» USD192m of financial instruments to hedge bids at 31 December 2010, compared with USD299m at
31 December 2009.

Operating receivables and payables denominated in foreign currency are exchange-rate hedged and
therefore not exposed to currency risk.

The change in value of financial instruments (forward transactions) used as cash flow hedges is
recognised in shareholders' equity. The contango/backwardation component is not eligible for hedge accounting
and is recognised in profit and loss. In 2010, the change in market value of the contango/backwardation was
€14m. A 5% fall (rise) in the dollar against EUR, GBP and CAD would increase (decrease) shareholders' equity
by around €135m at 31 December 2010, compared with €70m at 31 December 2009.

The change in value of financial instruments matched with portfolios of sales offers which are not
eligible for hedge accounting is recognised in profit and loss. A 5% fall (rise) in the dollar against EUR, GBP
and CAD would increase (decrease) net income by around €2m at 31 December 2010, unchanged from
31 December 2009.

Foreign currency-denominated financial debt does not generate any exposure in profit and loss, as it is
either denominated in the functional currency of the entity in which it is recognised, or is used as a net foreign
investment hedge.

1.3.2. MANAGEMENT OF RISKS FOR ASSETS HELD IN FOREIGN CURRENCY

Thales hedges a limited part of its foreign currency-denominated assets, mainly those likely to be
disposed of at a future date. The main criteria for determining whether or not a given foreign currency-
denominated asset should be hedged are as follows:

« the nature of the business involved;

« the structure of Thales's commitment with respect to jointly-held companies, in particular the specific
features of the shareholders' agreement in each joint venture.

In general, hedging is achieved by loans or currency swaps in the same currency as the assets to be
hedged. The actual application of this policy, however, also depends on:

* the objective of optimising hedges in the light of market conditions (availability of foreign currency,
interest rates, hedging rate, etc.);

« the risks inherent in the future value of the assets being hedged and the nature of the business of the
corresponding subsidiaries.
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O SUMMARY OF RISKS RELATED TO ASSETS AT 31 DECEMBER 2010

(in € million)

Assets 2,008.8 1,074.6 724.4
Liabilities 1,177.7 4714 429.2
Net position before management 831.1 603.2 295.2
Off-balance sheet position (38.2)

Net position after management 792.9 603.2 295.2

14. EQUITIES

Thales is not exposed to any significant equity risk at end-2010.

15. OFF-BALANCE-SHEET COMMITMENTS AND CONTINGENCIES
1.5.1. PENSION COMMITMENTS

Defined-benefit pension plans are in place for certain Thales employees, mainly in the United Kingdom
and the Netherlands, and are externally funded by the company under the provisions of the applicable national
legislation.

At 31 December 2010, Thales's commitments in the United Kingdom and the Netherlands toward current
employees (access to these plans has been closed to new employees in the UK), former employees and retired
employees amounted to €3.162m for both countries, hedged by €2.785m in investments, representing an
unfunded status of €377m. At 31 December 2010, these investments consisted of:

* 42% in equities;

* 41% in fixed-rate bonds;

* 2% in real estate assets;

* 9% in inflation-indexed funds;

* 2% in cash;

* 4% in alternative investments.

Changing market parameters could affect the amount of the shortfall and the annual costs of defined-
benefit plans. At 31 December 2010, the main risk variables were as follows, listed in order of importance:

« a reduction or increase in the discount rate applied to liabilities, which could increase or reduce the

unfunded status; this variable is partly offset by changes in the value of fixed-rate bonds held as plan
assets and interest rate swaps;
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« changes in the total return on investments in equities and real estate;

changes in the forecast inflation rate;
« asubstantial change in mortality tables;
« exchange rate fluctuations (mainly sterling against the euro).

Thales has introduced quarterly reporting on its pension plan positions and makes regular deterministic
and stochastic projections measuring the sensitivity of unfunded status to possible changes in market parameters
and incorporating correlation factors. In countries like the UK and the Netherlands, Thales is committed to
defined-benefit pension schemes, but plan assets are managed by trustees in accordance with the applicable
regulations and in consultation with the Group. Plan assets are allocated with regard to the long-term nature of
the commitments they cover.

1.5.2. PARENT COMPANY GUARANTEES

Thales, as the parent company, issues guarantees on commitments undertaken by its subsidiaries on
commercial contracts. These guarantees are centralised by the Group Corporate Financing & Treasury
department.

Guarantees are limited to a total of €3bn based on the authority granted each year to the Chairman and
Chief Executive Officer by the Board of Directors. Prior to each renewal of the authority granted to the
Chairman, the Chief Financial Officer reports to the Board of Directors on how this authority has been used,
based on the monitoring carried out by the Group Corporate Financing & Treasury department.

At 31 December 2010, guarantees issued by the parent company in support of its subsidiaries stood at
€9.354m. This figure includes all commitments given in relation to Thales Alenia Space (matched by a counter-

guarantee from Finmeccanica in proportion to its 33% interest in Thales Alenia Space).

Thales manages risk connected to these parent company guarantees and optimises the financial
conditions of the transactions guaranteed. The main objectives of this risk management policy are as follows:

« to limit risks to those corresponding to normal commitments on commercial contracts, particularly in
terms of volume and duration;

« to limit the issue of guarantees to commitments made by wholly-owned subsidiaries, with guarantees
on commitments by consortia or joint ventures only in proportion to Thales's interests in those
consortia or joint ventures;

« to enable its subsidiaries to benefit, when appropriate, from the credit rating of the parent company by
monitoring the financial terms of the transactions guaranteed.

1.6. CLIENT CREDIT

Credit risk relates to the risk that a party to a contract will default on its commitments or fail to pay what
it owes.

1.6.1. RISK OF DEFAULT BY A PRIVATE CLIENT

Private-sector customers (aircraft manufacturers, airlines, civil infrastructure operators, industry) account
for approximately 25% of Thales's revenues. These customers may encounter major and/or prolonged financial
difficulties that could lead to payment defaults or order cancellations. Such occurrences could have a negative
impact on Thales's revenues, profitability and financial position.

To mitigate these risks, Thales regularly analyses the ability of customers to meet their obligations. If
necessary, Thales might ask for bank guarantees or corporate guarantees, or use credit insurers.

1.6.2. CREDIT RISK OF A PUBLIC CLIENT
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Government and institutional customers account for around 75% of Thales's revenues. Some of the
countries that Thales deals with could represent a significant credit risk, potentially resulting in the cancellation
of an order in the course of production or the inability to make payment on delivery. To limit its exposure to
these risks, Thales arranges insurance with export credit agencies (such as Coface in France) and private
insurers.

At 31 December 2010, only two customers represented more than €500m in revenues for Thales: the
French government (approximately €2bn) and the British government (approximately €1bn). At that date, both
states were rated AAA by Standard & Poor's.

2. LEGAL RISKS
2.1. COMPLIANCE WITH LAWS AND REGULATIONS

The Group operates its business in a strict and evolving complex legal and regulatory environment, both
nationally and internationally.

The legal and regulatory framework in which Thales operates covers a broad range of areas, relating in
particular to company law, financial market regulation, fiscal legislation, labour law, export control and
measures to combat corruption and money laundering.

Thales is able to monitor developments within this legal and regulatory framework through its
international network. The company is not always able to foresee them, however, and in this respect its business
could be affected.

Despite the steps taken by Thales as a company to comply with all applicable legislation, risks still exist
due to their inherent nature, the interpretative powers of regulatory agents and changes in legal/judicial
precedent and sanctioning powers.

In most cases, regulators in conjunction with the judicial authorities have the right to initiate legal
proceedings, which could lead to civil, administrative or even criminal rulings. Such a ruling could, if
applicable, involve a temporary ban on trading, which would in turn have an adverse impact on Thales's
profitability and financial position.

To manage this complexity, Thales has set up a Risks & Internal Control Committee, which uses legal
and regulatory risk-mapping to evaluate and monitor the implementation and continuous improvement of
compliance plans at each unit. Actions to ensure compliance are supported by networks of compliance officers,
which include specialists in such areas as export control, as well as a dedicated organisation for issues connected
with international trade (see below).

The Risks & Internal Control Committee assists with regular compliance audits conducted by the Internal
Audit Department, and follows up on the results of the audits.

Regular reports are submitted to the Audit and Accounts Committee of the Thales Board of Directors,
which in turn may issue compliance audit directives applicable to the entire Group.

2.1.1. MANAGEMENT OF ITS BUSINESSES
Due to its presence in 50 countries and the diversity of its markets and business segments, Thales is
subject to numerous national and international laws and regulations governing its commercial activities (UN and

OECD Conventions and national implementation laws, Foreign Corrupt Practices Act in the United States, etc.).

Infringement of these laws could have serious legal consequences for the individuals or entities
concerned. It could also have a significant impact on the image and reputation of the Group as a whole.

In response to the regulatory requirements in terms of prevention of corruption and business ethics in
general, Thales has for a number of years operated a strict international compliance and integrity programme.
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Its implementation is based on a coherent set of directives enshrined in the Thales reference system,
relying on dedicated organisations and independent means of control.

Business risks are described in all governance processes. From the preliminary phase of a project, these
operating processes envisage action plans to mitigate business risks, focusing particularly on the prevention of
corruption.

Thales maintains strict control over the use of advisors or consultants based on a detailed procedure,
which includes comprehensive due diligence (and risk assessment) as well as appropriate representations and
commitments from such advisors or service providers. This procedure, conceived by the Group's Ethics and
Corporate Social Responsibility department, was significantly improved in 2010.

In addition, alongside its strategy of increasing its international presence and having a solid "footing™ in
target countries, Thales has a new accreditation and selection procedure for local industrial partners. This
procedure aims to foster long-term partnerships with local operators who meet Thales's integrity requirements,
while making it more competitive in these markets.

A dedicated international organisation, separate from the commercial operating departments, is in charge
of the necessary due diligence — accompanied by external studies and diagnostics — during the selection phase of
commercial service providers and industrial partners mentioned above.

In addition, using detailed risk-mapping and rigorous internal control procedures, Thales's internal audit
department regularly carries out compliance and integrity audits on all business risk management systems.

Thales is particularly keen to make its employees aware of business ethics as soon as they join the Group.
Ownership and accountability are at the heart of the information and training model designed by the Ethics and
Corporate Social Responsibility department. A broad array of tools (Code of Ethics, best practice guidelines,
etc.) and training are available to staff throughout their professional life.

Thales also continues to disseminate and foster best practice among its suppliers and subcontractors,
requiring them to subscribe to the terms of its Purchasing & Corporate Responsibility Charter. This initiative
was commended by the United Nations in the latest UN Global Compact Annual Review. Thales formally
renewed its commitment to the Global Compact in 2009.

Finally, Thales is closely involved in the relevant professional bodies at national level (MEDEF, GIFAS,
ADS, etc.) and international level (ASD, ICC, etc.), as well as in various working groups of intergovernmental
organisations (OECD, UN, etc.). The company actively contributes to various initiatives to tackle corruption,
particularly through the global initiative in the aerospace and defence industries, which led to the creation of the
Global Principles of Business Ethics.

2.1.2. CONTROL OF EXPORTS

Exports account for a significant proportion of Thales's business. Many of the company's products and
systems are designed for military or dual-use applications. Consequently, the export of these products or
systems to customers located outside Thales's domestic markets where they are manufactured, particularly in the
defence sector, may be subject to limitations, export licences or specific export controls (imposed by the
countries in which Thales operates, as well as by other countries where the suppliers of component products or
technologies are based, most notably the United States).

There are no guarantees that (i) the export controls to which Thales is subject will not be tightened,
(i) new-generation products or systems developed by Thales will not be subject to similar or tighter control, and
(iii) geopolitical factors will not make it impossible to obtain export licences for certain customers or make it
more difficult for Thales to execute previously signed contracts. Further limitations on access to military
markets would thus have a negative impact on Thales's business, profitability and financial position.

Thales has put in place systems and formal procedures to ensure compliance with applicable regulations
and controls, and reinforces these measures through awareness-raising programmes with dedicated e-learning
modules. In addition, operational units have access to a network of specialists within the Group, in charge of
applying compliance rules determined at Group level as well as monitoring the necessary authorisations.
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2.1.3. COMPETITION

Thales's business activities are subject to a wide range of national and international regulations mainly
aimed at combating anti-competitive practices.

Infringement of these rules could lead to severe sanctions, such as fines, payment of damages, trading
restrictions and legal bans. They could also have a serious impact on corporate image and reputation.

To avoid any such infringements, Thales has initiated an awareness-raising programme to ensure
employees are properly informed about these rules, in particular through the rollout of a dedicated e-learning
programme.

2.1.4. INTELLECTUAL PROPERTY

Thales is exposed to two main types of intellectual property risk: dependence on third-party technology,
and third-party actions against the company for any perceived infringement of their intellectual property rights.

To reduce the risk of reliance on third-party technology, Thales has designed and implemented an
ambitious policy to control business-critical technology and outsourcing. This policy is updated each year.

Given the nature of its activities and the specific features of its products, Thales conducts most of its
research and development work in-house and owns the technology which is critical to the business. Thales's
extensive intellectual property portfolio (over 11,000 patents, as well as software and know-how) and its
presence throughout the value chain (equipment, systems, systems of systems) reduce its reliance on third-party
technology. As a result, Thales's dependence on this technology can be considered very low.

To reduce the risk of third-party actions for alleged infringement of their intellectual property rights by
Thales entities, the Group identifies and analyses this risk in the context of its own patent filing procedures
and/or when embarking on technical research or product development.

In the event of a third-party infringement claim against a Thales company, the legal and technical
analysis of the allegedly infringing products and intellectual property rights are handled centrally by Thales
experts, with the assistance of specialist external consultants where needed.

2.2. LITIGATION
Due to the nature of its business, Thales is exposed to the risk of technical and commercial litigation.

To prevent disputes or limit their impact, the Group's policy is to increase recourse to alternative methods
of dispute resolution. These recommendations are reviewed on a regular basis to take account of changes in the
Group's business segments and are accompanied by training programmes.

In addition, for several years Thales has operated a procedure whereby all civil, commercial and criminal
litigation and claims are handled centrally by the Group's Legal department, with the support of the Group
companies concerned.

Thales is involved in a major litigation case at arbitration, described below:

The Chinese government went to arbitration over a dispute concerning the performance of an equipment
supply contract signed in partnership with another manufacturer in 1991. The arbitration court issued its
decision on 3 May 2010, upholding the claim for damages made by the Chinese government for the alleged
infringement of contractual clauses governing the use of intermediaries.

Thales has been notified of the award handed down on 3 May, 2010, in the arbitration against the

Republic of China. This award has been made as a result of an alleged breach of the terms pertaining to the use
of intermediaries contained in a contract entered into in 1991.
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The total amount of the award is set at USD 482 million and €82 million, bearing interest as from August
2001; as well as around €15 million, bearing interest from 3 May 2010, i.e. a total of around €630 million
(including interest).

Thales disputes the very grounds of this decision. The company has filed petition for nullity before the
Paris Court of Appeal.

Thales's share in this litigation represents 27.463% of the total, and corresponds to its industrial share in
the supply contract. Taking into account the provisions previously booked, an additional provision of € 35
million (pre-tax) was booked in the company's accounts in 2010.

There are no other governmental, legal or arbitration proceedings (including any proceedings which are
pending or threatened to the Company's knowledge) which could have or which have had significant effects on
the Company and/or the Group's financial position or profitability in the last 12 months.

3. RISKS RELATED TO THALES'S BUSINESSES
3.1.  UNFAVOURABLE TRENDS IN THE CIVIL AVIATION MARKET

The commercial aviation market has proved to be inherently cyclical over recent decades. Demand for air
travel seems to be closely linked to general economic trends, but is also affected by specific factors, such as the
characteristics of aircraft fleets in service, regulatory changes (new environmental standards, deregulation, etc.)
and the ability of airlines to access bank or market financing. In addition to its cyclical nature, the civil aviation
market is also susceptible to the effects of an intensification (real or perceived) of terrorist activity, as well as
the outbreak of conflict or epidemics.

Despite the early signs of a recovery that emerged in the second half of 2010, the economic environment
is likely to remain troubled, particularly in North America and Europe. In order to remain profitable in a
difficult market, airlines could cancel or postpone orders and aircraft manufacturers might have to downshift
production. Similarly, this environment could lead airlines to reduce or delay investment in in-flight
entertainment systems and flight simulators. Were they to materialise, these factors could have a negative
impact on Thales's profitability and financial position.

To limit the impact of this risk, Thales is pursuing action on two fronts: (i) ongoing improvements to its
competitive performance and industrial flexibility in order to better manage trading fluctuations during the
cycle, and (ii) a comprehensive strategy seeking a balance within the business portfolio (with exposure to the
civil aviation market reduced to around 12% of Group revenues).

3.2. DEPENDENCE ON GOVERNMENT ORDERS

Thales generates most of its business from governments, particularly in the defence markets in France
and the UK, and, to a lesser extent, in the rest of Europe and North America. In these markets, public spending
is dependent on political and economic factors and is therefore likely to fluctuate from one year to the next. A
significant reduction over the next few years in French and/or UK defence budgets, particularly as part of a
more restrictive budgetary policy, could adversely affect the Group's future business.

Thales bases its strategy on a balanced portfolio of defence operations (approximately 55% of revenues)
and civil operations (approximately 45% of revenues). The overall solidity of the portfolio is underpinned by a
diversified base of orders with a unit value of less than €100m. Finally, the broad geographic spread of Thales's
business, particularly through its international operations, ensures further diversification of its customer base.

3.3. CONTROL OF PROJECTS AND PROGRAMMES
Many of Thales's products and systems are highly complex due to their advanced technology content, the
rigorous constraints and harsh environments in which they operate (which require them to be extremely

reliable), and the contractual arrangements surrounding their sale (comprehensive prime contractorships for
large-scale systems, public-private partnerships and equivalent, etc.).
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The actual cost of design, development and manufacture may therefore exceed initial cost estimates,
which in turn may adversely impact Thales's results and financial position, especially considering that the
associated contracts are generally based on a fixed, all-inclusive price. In addition, many contracts envisage
stringent performance levels and/or tight delivery schedules for the products or systems sold. If Thales is unable
to deliver these products or systems in line with the required level of performance and/or delivery schedule,
customers may demand penalty payments or even decide to terminate the contract. These lines of action could
have a considerable impact on Thales's results and financial position.

In 2010, Thales recognised significant charges linked to the difficulties of implementing several
programmes launched prior to 2009 (e.g. A400M, Meltem maritime patrol aircraft, civil avionics, ticketing) and
where the Group has decided to revise its assessment of the most probable scenarios on these pre-2009
programmes, taking a more cautious approach than that hitherto envisaged (see management report and Note 16
to the consolidated financial statements).

Bid and project management is therefore subject to a detailed risk management and assessment process,
and Thales now ranks the various levels of criticality. Critical bids and projects are carefully monitored by
senior management at the various operating entities, or by Group management in the most critical cases.

Contractual risk assessment is an integral part of the tendering process. Depending on the complexity of
the bid, this procedure involves a number of steps which progressively reveal the estimated level of profitability
and the associated risks to be assessed. Particular attention is paid to long-term sales contracts that include fixed
prices valid for the entire duration of the agreement.

For certain contracts that run for several years and involve products and services with a high degree of
complexity, regular reviews are organised in order to monitor the technical and financial status.

Given the difficulties encountered on several programmes, in 2010 Thales stepped up its action plans to
drive improvements in bid and project management as well as in the engineering and supply chain. These
actions aim in particular to:

 improve the management of commitments made, with widespread use of independent peer reviews,
closer involvement of Purchasing, Production, Legal and Quality Control, and the introduction of a
"Project Design Authority" responsible for developing the project solution (during the bid or project
execution phase);

implement tried-and-tested project management solutions and integrate the supply chain with project
management processes. Measures include more systematic implementation of alert reviews at launch,
metrics for the correct implementation of project management, engineering and purchasing procedures,
and rapid deployment of project management software;

« introduce advanced training for project managers to obtain International Project Management
Association (IPMA) certification.

3.4. POLITICAL RISKS

Thales generates a significant proportion of its revenues in emerging markets and countries that can be,
or could become, politically or economically unstable. These markets might therefore present risks with the
potential to affect the company's profitability and financial position.

In particular, a change in government, major political event, armed conflict, act of terrorism, sharp
deterioration in the balance of payments, industrial action, strike or protest could lead to various types of risks.
These include:

* more restrictive currency control, with limitations or exclusions on withdrawing currency from a
country, preventing it from honouring its financial commitments towards Thales;

« expropriation (by confiscation, nationalisation, requisition, etc.) or forced sale of Thales's interest in a

local company or, more broadly, discriminatory measures that compromise Thales's operations in that
country;
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 a security situation that makes it difficult or impossible for Thales to deliver on its contractual
obligations, or that restricts or prohibits the use of its local industrial facilities;

« an unexpected breach of a contract or commitment;
« an unfair call on a bond or a guarantee;

« the non-certification of documents eligible for payment or the failure to make payments as and when
due under a contract, preventing contract execution as anticipated.

To limit the financial impact of these risks, Thales uses government and/or private-sector insurers when
necessary to provide appropriate cover. It may also transfer non-recourse receivables to financial institutions.

3.5.  MANAGEMENT OF SUPPLIER RISK

As part of its critical systems integration strategy, Thales is increasingly relying on external purchases.
These now represent almost half of its revenues and include manufacturing, services, systems and equipment.
Thales is thus exposed to the risk of industrial, technical or financial failure of any of its suppliers, which in turn
could affect the company's profitability and performance.

There are two major types of supplier risk:
« legal or regulatory non-compliance (e.g. ethics, export control, intellectual property, etc.); these risks

are handled by the departments concerned using the Group Risk Management system, with the support
of the Purchasing department;

structural and operational risks that could disrupt supply are dealt with by the Purchasing department
using the Group Risk Management system. The Purchasing department has identified two key triggers:
supplier default and economic dependence. Although individual events might be considered to have a
minor financial impact, they could potentially occur several times a year. The financial impact could
become significant if several events are considered together, due to the domino effect and the large
number of suppliers in Thales's supplier panel.

Management of the risks of supplier failure

Supplier failure could be caused by a major incident at one of its sites, by its external environment
(shortage of raw materials or components, major political instability, etc.) or through mismanagement. The
supplier's management performance is monitored both in operational terms (lack of procurement planning,
failure to manage tier 2 suppliers, loss of control over industrial processes, plant obsolescence, etc.) and in
cross-disciplinary and financial terms (poor talent management, loss of know-how, fall in revenues,
mismanagement of working capital requirement, cash flow problems, administration or bankruptcy protection,
etc.). A combination of problems could lead to the disappearance of a company or its takeover by investors with
different interests to Thales.

Therefore, faced with this risk of a supply shortage, Thales seeks to implement a dual sourcing (or
alternative-source) policy for each technology family, regularly updated and accompanied by buffer stocks that
cover its requirements until contracts have been fulfilled.

In addition, taking into account the increased risk of fragility of certain suppliers in the current economic
climate, Thales has introduced a special measure based on close cooperation between Purchasing and Finance
aimed at identifying, from among its critical suppliers, those that would be particularly exposed financially and
implement an appropriate action plan to ensure continuity of supply. Apart from individual monitoring, analysis
is carried out by the technology field in conjunction with the professional bodies concerned to identify
appropriate solutions.

Alongside these financial supervision measures, Purchasing and Quality Control have stepped up their
appraisal, accreditation and management of supplier performance to better identify structural risks. Supplier
performance audits are broad-based (quality control, industrial maturity, flow optimisation, compliance with
environmental regulations, expertise in technical and technological processes, financial solidity, etc.) and
therefore allow a complete risk analysis to be carried out. When executing a procurement contract, Thales
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closely monitors the implementation by the supplier of measures aimed at tackling the risks identified during the
selection process.

Management of the risks of economic dependence

The economic dependence of small and medium-sized enterprises ("SMEs") on Thales is considered a
separate risk in its own right. It is particularly significant now that the economic crisis has disrupted the sales
portfolios of a number of them, jeopardising the operating cycle with Thales and potentially leading to a supply
shortage.

In order to mitigate this risk, the commitment rate (orders placed by Thales as a percentage of the
supplier's total annual revenues) is monitored for each panel of suppliers by market segment (vertical approach)
and for the main countries (France, UK, Netherlands, etc.). If the commitment rate exceeds 50% for more than
two consecutive years, an action plan coordinated with prescriptors and internal users is drawn up and
implemented in order to return to a commitment rate of around 25%.

The procurement policy, supplier selection and performance monitoring process, and supervisory and
risk mitigation measures are all designed to reduce these risks, both during the bidding phase and during the
preliminary project phase.

3.6 RISKRELATED TO FAILURE OF EQUIPMENT

Thales systems and equipment are highly complex and technical and are likely to be integrated within
high-value civil or military platforms. A malfunction of any of these systems or equipment could result in
claims or litigation. In addition, Thales could be held liable in the event of damage to property or personal
injury. Were they to occur, such events would be liable to impact Thales's results and financial position. In order
to limit this impact, Thales has introduced quality control procedures and is implementing a policy aimed at
maintaining appropriate insurance cover (see section 6 below).

3.7 RISKRELATED TO RAW MATERIALS

Given the nature of its business, Thales uses few raw materials. Its exposure to raw materials risk is
therefore negligible.

3.8 RISK RELATED TO LESSER IMPLEMENTATION OF THE PROBASIS PERFORMANCE
PLAN

In late 2009, Thales announced the launch of a major performance plan called "Probasis". This
comprehensive plan aims to boost the operating profitability of the company, significantly improving project
execution and industrial output and substantially reducing fixed costs. The implementation of Probasis should
enable Thales to generate €1.3bn in gross savings by 2014.

These savings targets are derived from consolidated estimates based on detailed plans drawn up by the
Group's entities and central functions; the actual results may differ significantly from the targets. Specifically,
the cost-cutting measures envisaged by Thales are based on economic and commercial assumptions adopted
during the preparation of the Group's multi-year budget, and do not take into account any changes affecting
Thales's operations or its markets, such as, without limitation, the development of new activities or unfavourable
regulatory or legislative changes.

Furthermore, the future earnings and financial position of Thales could be impacted if the Probasis plan
were not fully implemented or if the proposed measures failed to generate the expected savings according to the
original timetable. The cost of implementing Probasis could also be higher than forecast, depending on the
outcome of negotiations with employee representatives.

Thales is thus particularly focused on how Probasis is managed. A central team is in charge of overall
management of the plan, supported by a network of correspondents across the Group. A steering committee on
which members of the Group Executive Committee sit meets each month to review the progress of key
initiatives. Savings forecasts for the year are regularly updated as part of the budgeting process.

3.9 HUMAN RESOURCES RISK
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3.9.1 HEALTH AND SAFETY AT WORK

Through its Code of Ethics, applicable to all Thales employees, Thales is committed to providing its
employees with a safe and healthy working environment, by implementing the statutory provisions in force,
monitoring procedures, preventing health and professional risks and organising staff training. These principles
have led to the implementation of concrete resources with a view to preventing discriminatory practices,
psychological and sexual harassment and health risks (professional risks, psychosocial risks, etc.), as well as
improving working conditions. The main risks likely to affect staff are monitored based on specific metrics.

In France, Thales signed in 2009 an agreement on "Quality of working life" with the majority of
representative trade union organisations at Group level. The agreement proposes measures to ensure the health
and safety of employees and defines a general safety framework. Under the agreement, the parties have also
agreed to monitor and prevent psychosocial risks by implementing protective measures for employees and
collective preventive measures. Special training sessions are also organised to raise awareness of these risks
among managers.

Proof of the Group's continuing commitment to certification, 78 Thales entities (representing 45% of the
workforce) have obtained OHSAS 18001 certification by the end of 2010.

3.9.2 THE GROUP'S ATTRACTIVENESS

Thales's revenues and operating profitability could be adversely affected if it were unable to recruit the
necessary qualified personnel at the right time, and retain and motivate key talent to develop and carry on the
business, while ensuring that the Group fostered the necessary expertise and continuity in project management.

Therefore, Thales has extended its search for new talent by deploying a proactive diversity policy,
welcoming employees from a wide range of backgrounds in terms of training, previous experience and culture,
and seeking to recruit more mixed teams (mainly through the diversity targets set in agreements signed by each
company). Thales's appeal also stems from its employment policy, which encourages functional and
geographical mobility.

Thales has introduced skills management based on the identification of know-how across 15 professional
categories. A steering committee composed of operating managers and HR managers monitors the requirements
for each category. This system helps to match the allocation of resources to requirements and recommends
corrective measures where necessary, particularly in terms of recruitment plan, mobility and training. In
addition, the Thales University updates its key courses each year in response to changes in skills requirements.
4, ENVIRONMENTAL RISKS

Due to the nature of Thales's activities, environmental risks are related to the potential adverse
environmental and health effects of its activities, the impact of the environment on its operations, and non-
compliance with new regulations applicable to activities and products.

For many years, Thales has conducted regular analysis and update of environmental risks in accordance
with its business activities, scientific and technical developments and the broader environmental challenges.

This analysis is used to map risks linked primarily to regulatory non-compliance, pollution, asbestos,
chemicals (ROHS, REACH, WEEE, etc.) and radiation. The aim of this analysis is to:

« ensure that employees and surrounding residents are not exposed to health and environmental risks;
« ensure the compliance of activities and products;
« analyse the impact of new regulations, including on product design;

« specify an appropriate organisation and associated action plans, either at Group level or locally,
according to the risk mapping results.
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In addition to this, an Environmental Management System has been deployed at all sites in order to
ensure the control and limitation of the environmental impacts in accordance with Thales's commitments. By the
end of 2010, over 110 sites had obtained 1SO 14001 certification.

At 31 December 2010, the amount of reserves for environmental contingencies amounted to € 6.5 million.
5. RISKS RELATING TO STRATEGIC ACQUISITIONS AND INVESTMENTS

Thales regularly looks to acquire new companies (as well as making strategic investments and combining
business activities through joint ventures, etc.) in order to round out its technological portfolio and strengthen its
presence in certain markets. Integrating these businesses within Thales could prove more difficult and take
longer than envisaged, requiring a more significant involvement by senior managers and the teams concerned
and, in turn, negatively impacting the company's results and financial position.

In addition, there are no guarantees that the newly acquired companies will perform as well as expected
in accordance with the initial business plans, which form the basis of the investment decision. This type of
variance could lead to the recognition of impairment losses on goodwill and other intangible assets, thereby
negatively impacting Thales's results and financial position.

Before any planned acquisitions, Thales conducts audits and due diligence with the assistance of external
consultants where necessary, in order to analyse the fundamentals of the target company. A review is also
conducted at each key stage in the acquisition process to confirm Thales's interest and specify the necessary
conditions and parameters to ensure a successful outcome. The newly acquired company is then integrated into
Thales's financial reporting system so that its performance can be monitored.

6. INSURANCE
Thales's Insurance and Risk Management department, based at head office, is responsible for the Group's
insurance activities and insurable risk management. It is in charge of Group operations and oversees policy

implementation by Thales companies.

Thales insures against the accidental risk of damage to property and civil liability by arranging the
appropriate insurance with leading international insurers and reinsurers.

The insurance policies arranged by the Group to cover these major risks relate to areas such as:

damage to property and consequential business interruption;

transport;

- testing and development;

aviation liability, including liability for aeronautical products, and hull/test flight insurance;

civil liability for space products;

risks of damage to naval vessels by subsidiaries, as naval equipment suppliers;

general third-party liability;

environmental liability;
- liability of executive officers and directors.

In 2010, Thales filed a claim for damage caused during testing of a telecommunications satellite prior to
its launch.
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Thales's policy is to arrange cover on the insurance market based on the rates and limits that it considers
reasonable, in view of the conditions offered by the market. Limits are applicable to insurance for major risks
and general exclusions for the entire market (e.g. ashestos) also apply to Thales.

The maximum cover for damage to property and consequential business interruption is set at €1.3bn in
2010. This amount corresponds to the maximum foreseeable loss that Thales might incur for direct damage and
business interruption at an industrial site.

Levels of liability cover depend on the quantification of a reasonable claim expectancy for Thales, as
identified when risk-mapping the core business activities across the Group, and on cover capacity available on
the insurance market. Insurance cover for aviation liability is arranged separately and currently stands at
usD2bn.

The insurance industry, which was affected by the recent financial crisis, is still trying to reduce its
overall risk exposure. We are witnessing an increase in insurance premiums, a rise in deductibles and additional
limits on the scope of cover. In addition, there are fewer insurers with the necessary resources and financial
capacity to insure major industrial risks. There are no guarantees that Thales will in future be able to maintain
current levels of insurance under similar financial conditions.

In order to reduce its exposure to insurance market volatility, Thales insures major risks on a two-tier basis:

« the Group's contribution, through captive insurance and reinsurance companies, towards the settlement
of claims, to a maximum net commitment of €13.5m, for damage to property and consequential
business interruption, transport, general third-party liability, testing and development and space risks;,

« transfer to insurers of payment for catastrophic losses.

A proactive safety and prevention policy at industrial sites aims to reduce the extent and frequency of
accidental risks of fire or explosion, as well as identifying other potential weaknesses. In 2010, more than 80%
of insured assets underwent a fire safety audit by an external body and by insurers during their visits to the main
industrial sites.

In accordance with Group processes, measures were taken to minimise business interruption and the
consequences of any unforeseen events. An organisational structure and crisis management tools are in place to
deal as efficiently as possible with the immediate consequences of a catastrophic event and to take the necessary
emergency measures.

Thales is seeking to emphasise professional indemnity cover for its staff. In addition, specific and/or
local cover has been arranged to comply with the regulations in force and to satisfy the specific requirements of
certain activities or projects, particularly public-private partnerships.

RISK FACTORS RELATING TO THE NOTES
GENERAL RISKS RELATING TO THE NOTES
Independent Review and Advice

Each prospective investor of Notes must determine, based on its own independent review and such
professional advice as it deems appropriate under the circumstances, that its acquisition of the Notes is fully
consistent with its financial needs, objectives and condition, complies and is fully consistent with all investment
policies, guidelines and restrictions applicable to it and is a fit, proper and suitable investment for it,
notwithstanding the clear and substantial risks inherent in investing in or holding the Notes.

A prospective investor may not rely on the Issuer or the Dealer(s) or any of their respective affiliates in
connection with its determination as to the legality of its acquisition of the Notes or as to the other matters
referred to above.

The trading market for debt securities may be volatile and may be adversely impacted by many events.
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The market for debt securities issued by issuers is influenced by economic and market conditions and, to
varying degrees, market conditions, interest rates, currency exchange rates and inflation rates in other European
and other industrialised countries. There can be no assurance that events in Luxembourg, Europe or elsewhere
will not cause market volatility or that such volatility will not adversely affect the price of Notes or that
economic and market conditions will not have any other adverse effect.

An active trading market for the Notes may not develop.

There can be no assurance that an active trading market for the Notes will develop, or, if one does
develop, that it will be maintained. If an active trading market for the Notes does not develop or is not
maintained, the market or trading price and liquidity of the Notes may be adversely affected. The Issuer and any
of its subsidiaries are entitled to buy the Notes, as described in Condition 11, and the Issuer may issue further
notes, as described in Condition 19. Such transactions may favourably or adversely affect the price development
of the Notes. If additional and competing products are introduced in the markets, this may adversely affect the
value of the Notes.

Market Value of the Notes

The market value of the Notes will be affected by the creditworthiness of the relevant Issuer and a
number of additional factors, including the value of the reference assets or an index, including, but not limited
to, the volatility of the reference assets or an index, or the dividend on the securities taken up in the index,
market interest and yield rates and the time remaining to the maturity date.

The value of the Notes, the reference assets or the index depends on a number of interrelated factors,
including economic, financial and political events in France or elsewhere, including factors affecting capital
markets generally and the stock exchanges on which the Notes, the reference assets, the securities taken up in
the index, or the index are traded. The price at which a Noteholder will be able to sell the Notes prior to maturity
may be at a discount, which could be substantial, from the issue price or the purchase price paid by such
purchaser. The historical market prices of the reference assets or an index should not be taken as an indication of
the reference assets' or an index's future performance during the term of any Note.

Exchange rate risks and exchange controls.

The Issuer will pay principal and interest on the Notes in the Specified Currency as defined in "Terms
and Conditions of the Notes" below. This presents certain risks relating to currency conversions if an investor's
financial activities are denominated principally in a currency or currency unit (the "Investor's Currency") other
than the Specified Currency. These include the risk that exchange rates may significantly change (including
changes due to devaluation of the Specified Currency or revaluation of the Investor's Currency) and the risk that
authorities with jurisdiction over the Investor's Currency may impose or modify exchange controls. An
appreciation in the value of the Investor's Currency relative to the Specified Currency would decrease (1) the
Investor's Currency-equivalent yield on the Notes, (2) the Investor's Currency-equivalent value of the principal
payable on the Notes and (3) the Investor's Currency-equivalent market value of the Notes.

Government and monetary authorities may impose (as some have done in the past) exchange controls
that could adversely affect an applicable exchange rate. As a result, investors may receive less interest or
principal than expected, or no interest or principal.

Credit ratings may not reflect all risks.

One or more independent credit rating agencies may assign credit ratings to the Notes or to the Issuer.
The ratings may not reflect the potential impact of all risks related to structure, market, additional factors
discussed above, and other factors that may affect the value of the Notes. A credit rating is not a
recommendation to buy, sell or hold securities and may be revised or withdrawn by the rating agency at any
time.

Taxation

Potential purchasers and sellers of the Notes should be aware that they may be required to pay taxes or
other documentary charges or duties in accordance with the laws and practices of the country where the Notes
are transferred or other jurisdictions. In some jurisdictions, no official statements of the tax authorities or court
decisions may be available for innovative financial Notes. Potential investors are advised not to rely upon the
tax summary contained in this Base Prospectus and/or in the Final Terms but to ask for their own tax adviser's
advice on their individual taxation with respect to the acquisition, sale and redemption of the Notes. Only these
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advisors are in a position to duly consider the specific situation of the potential investor. This investment
consideration has to be read in connection with the taxation sections of this Base Prospectus and the additional
tax sections, if any, contained in the relevant Final Terms.

EU Savings Directive

Under EC Council Directive 2003/48/EC on the taxation of savings income, Member States are
required to provide to the tax authorities of another Member State details of payments of interest (or similar
income) paid by a person located within its jurisdiction to an individual resident in that other Member State.
However, for a transitional period, Luxembourg and Austria are instead required (unless during that period they
elect otherwise) to operate a withholding system in relation to such payments (the ending of such transitional
period being dependent upon the conclusion of certain other agreements relating to information exchange with
certain other countries). A number of non-EU countries and territories have adopted similar measures.

If a payment were to be made or collected through a Member State which has opted for a withholding
system and an amount of, or in respect of, tax were to be withheld from that payment, neither the Issuer nor any
Paying Agent nor any other person would be obliged to pay additional amounts with respect to any Note as a
result of the imposition of such withholding tax. If a withholding tax is imposed on a payment made by a
Paying Agent, the Issuer is required to maintain a Paying Agent in a Member State that is not obliged to
withhold or deduct tax pursuant to the Directive.

In relation to French taxation, the Directive has been implemented in French law under Article 242 ter
of the French Code Général des Imp6ts and Articles 49 | ter to 49 | sexies of the Schedule 1l to the Code
Général des Impo6ts. Please also refer to the "Taxation" Section, "EU Savings Directive".

French insolvency law.

Under French insolvency law as amended by ordinance n°2008-1345 dated 18 December 2008 which
came into force on 15 February 2009, holders of debt securities are automatically grouped into a single
assembly of holders (the "Assembly") during a preservation (procédure de sauvegarde) or a judicial
reorganisation procedure (procédure de redressement judiciaire) of the Issuer, in order to defend their common
interests. The Assembly comprises holders of all debt securities issued by the Issuer (including the Notes),
whether or not under a debt issuance programme (EMTN) and regardless of their governing law. The Assembly
deliberates on the draft safeguard (projet de plan de sauvegarde) or judicial reorganisation plan (projet de plan
de redressement) applicable to the Issuer and may further agree to:

- increase the liabilities (charges) of holders of debt securities (including the Noteholders) by
rescheduling and/or writing-off debts;

- establish an unequal treatment between holders of debt securities (including the Noteholders) as
appropriate under the circumstances; and/or

- decide to convert debt securities (including the Notes) into shares.

Decisions of the Assembly will be taken by a two-third majority (calculated as a proportion of the debt
securities held by the holders attending such Assembly or represented thereat). No quorum is required on
convocation of the Assembly.

For the avoidance of doubt, the provisions relating to the meetings of the Noteholders described in this
Base Prospectus will not be applicable in these circumstances.

RISKS RELATED TO THE STRUCTURE OF A PARTICULAR ISSUE OF NOTES

The Notes may be redeemed prior to maturity.

Unless in the case of any particular Tranche of Notes the relevant Final Terms specify otherwise, in the
event that the Issuer would be obliged to increase the amounts payable in respect of any Notes due to any
withholding or deduction for or on account of, any present or future taxes, duties, assessments or governmental
charges of whatever nature imposed, levied, collected, withheld or assessed by or on behalf of the jurisdiction of
the Issuer or a political subdivision thereof or any authority therein or thereof having power to tax, the Issuer
may redeem all outstanding Notes in accordance with the Conditions.
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Any early redemption at the option of the Issuer, if provided for in any Final Terms for a particular issue
of Notes, could cause the yield anticipated by Noteholders to be considerably less than anticipated.

The Final Terms for a particular issue of Notes may provide for early redemption at the option of the
Issuer. Such right of termination is often provided for bonds or notes in periods of high interest rates. If the
market interest rates decrease, the risk to Noteholders that the Issuer will exercise its right of termination
increases. As a consequence, the yields received upon redemption may be lower than expected, and the
redeemed face amount of the Notes may be lower than the purchase price for the Notes paid by the Noteholder.
As a consequence, part of the capital invested by the Noteholder may be lost, so that the Noteholder in such case
would not receive the total amount of the capital invested. In addition, investors that choose to reinvest monies
they receive through an early redemption may be able to do so only in securities with a lower yield than the
redeemed Notes.

RISKS RELATED TO INTEREST RATES

Investors will not be able to calculate in advance their rate of return on Floating Rate Notes.

A key difference between Floating Rate Notes and Fixed Rate Notes is that interest income on Floating
Rate Notes cannot be anticipated. Due to varying interest income, investors are not able to determine a definite
yield of Floating Rate Notes at the time they purchase them, so that their return on investment cannot be
compared with that of investments having longer fixed interest periods. If the terms and conditions of the notes
provide for frequent interest payment dates, investors are exposed to the reinvestment risk if market interest
rates decline. That is, investors may reinvest the interest income paid to them only at the relevant lower interest
rates then prevailing.

Zero Coupon Notes are subject to higher price fluctuations than non-discounted bonds.

Changes in market interest rates have a substantially stronger impact on the prices of Zero Coupon Notes
than on the prices of ordinary Notes because the discounted issue prices are substantially below par. If market
interest rates increase, Zero Coupon Notes can suffer higher price losses than other Notes having the same
maturity and credit rating. Due to their leverage effect, Zero Coupon Notes are a type of investment associated
with a particularly high price risk.

Variable rate Notes with a multiplier or other leverage factor

Notes with variable interest rates can be volatile investments. If they are structured to include multipliers
or other leverage factors, or caps or floors, or any combination of those features, their market values may be
even more volatile than those for securities that do not include those features.

Fixed Interest Rate Risk

In relation to the Notes bearing interest at a fixed rate, investment in the Notes involves the risk that
subsequent changes in market interest rates may adversely affect the value of the Notes. While the nominal
interest rate of a fixed interest rate bond is fixed during the life of such a bond or during a certain period of time,
the current interest rate on the capital market (market interest rate) typically changes on a daily basis. As the
market interest rate changes, the price of such bond changes in the opposite direction. If the market interest rate
increases, the price of such bond typically falls, until the yield of such bond is approximately equal to the market
interest rate. If the market interest rate decreases, the price of a fixed rate bond typically increases, until the
yield of such bond is approximately equal to the market interest rate. Noteholders should be aware that
movements of the market interest rate can adversely affect the price of the Notes and can lead to losses for the
Noteholders if they sell Notes during the period in which the market interest rate exceeds the fixed rate of the
Notes.

Investments in Index Linked Interest Notes entail significant risks and may not be appropriate for
investors lacking financial expertise.

An investment in Index Linked Interest Notes entails significant risks that are not associated with similar
investments in a conventional fixed or floating rate debt security. The Issuer believes that Index Linked Interest
Notes should only be purchased by investors who are, or who are purchasing under the guidance of, financial
institutions or other professional investors that are in a position to understand the special risks that an
investment in these instruments involves. These risks include, among other things, the possibility that:
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. such index or indices may be subject to significant changes, whether due to the composition of the
index itself, or because of fluctuations in value of the indexed assets;

. the resulting interest rate will be less (or may be more) than that payable on a conventional debt
security issued by the Issuer through the Issuer at the same time;

. the repayment of principal can occur at times other than that expected by the investor;

. the holder of an Index Linked Interest Note could lose all or a substantial portion of the principal

of such Note (whether payable at maturity or upon redemption or repayment), and, if the principal
is lost, interest may cease to be payable on the Index Linked Interest Note;

. the risks of investing in an Index Linked Interest Note encompasses both risks relating to the
underlying indexed securities or commaodities and risks that are unique to the Note itself;

. any Index Linked Interest Note that is indexed to more than one type of underlying asset, or on
formulae that encompass the risks associated with more than one type of asset, may carry levels of
risk that are greater than Notes that are indexed to one type of asset only;

. it may not be possible for investors to hedge their exposure to these various risks relating to Index
Linked Interest Notes; and

. a significant market disruption could mean that the index on which the Index Linked Interest
Notes are based ceases to exist.

In addition, the value of Index Linked Interest Notes on the secondary market is subject to greater levels
of risk than is the value of other Notes. The secondary market, if any, for Index Linked Interest Notes will be
affected by a number of factors, independent of the creditworthiness of the Issuer and the value of the applicable
currency, commodity, stock, interest rate or other index, including the volatility of the applicable currency,
commodity, stock, interest rate or other index, the time remaining to the maturity of such Notes, the amount
outstanding of such Notes and market interest rates. The value of the applicable currency, commodity, stock or
interest rate index depends on a number of interrelated factors, including economic, financial and political
events, over which the Issuer has no control. Additionally, if the formula used to determine the amount of
principal, premium and/or interest payable with respect to Index Linked Interest Notes contains a multiplier or
leverage factor, the effect of any change in the applicable currency, commodity, stock, interest rate or other
index will be increased. The historical experience of the relevant currencies, commodities, stocks or interest rate
indices should not be taken as an indication of future performance of such currencies, commaodities, stock,
interest rate or other indices during the term of any Index Linked Interest Note. Additionally, there may be
regulatory and other ramifications associated with the ownership by certain investors of certain Index Linked
Interest Notes.

The credit ratings assigned to the Issuer's Programme are a reflection of the credit status of the Issuer,
and in no way are a reflection of the potential impact of any of the factors discussed above, or any other factors,
on the market value of any Index Linked Interest Note. Accordingly, prospective investors should consult their
own financial and legal advisors as to the risks entailed by an investment in Index Linked Interest Notes and the
suitability of such Notes in light of their particular circumstances.

Various transactions by the Issuer could impact the performance of any Index Linked Interest Notes,
which could lead to conflicts of interest between the Issuer and holders of its Index Linked Interest Notes.

PARIS-1-1154629-v11 -30 - 36-40507145



DOCUMENTS INCORPORATED BY REFERENCE

Copies of this Base Prospectus, any supplements hereto, any Final Terms relating to Notes which are
listed on Euronext Paris and each document incorporated by reference will be available on the website of the
AMF (www.amf-france.org) and on the website of the Issuer (www.thalesgroup.com).

This Base Prospectus shall be read and construed in conjunction with the following sections identified in
the cross-reference table below of the following documents which have been previously published and have
been filed with the Autorité des marchés financiers ("AMF"). Such sections shall be incorporated in, and shall
be deemed to form part of, this Prospectus:

(@) the sections identified in the cross-reference table below of the 2011 first half financial report
including the statutory condensed consolidated half year financial statements of the Issuer as at, and for the
period ending on 30 June 2011 in the French language which has been filed with the AMF (the "2011 Issuer's
Half-Year Financial Report");

(b) the sections identified in the cross-reference table below of the 2010 Document de Référence in the
French language relating to the Issuer filed with the AMF on 5 April 2011 under no. D11-0237, including the
statutory audited consolidated financial statements of the Issuer as at, and for the year ended, 31 December 2010
and the related notes thereto (the "2010 Reference Document™) except for the fourth paragraph of the
"Declaration by person responsible for the "Document de Référence™ on page 1 of the 2010 Reference
Document; and

(c) the sections identified in the cross-reference table below of the 2009 Document de Référence in the
French language relating to the Issuer filed with the AMF on 26 March 2010 under no. D10-0178, including the
statutory audited consolidated financial statements of the Issuer as at, and for the year ended, 31 December 2009
and the related notes thereto (the "2009 Reference Document™) except for the third paragraph of the
"Declaration by person responsible for the "Document de Référence™ on page 3 of the 2009 Reference
Document,

save that any statement contained in this Base Prospectus or in any document incorporated by reference herein
shall be deemed to be modified or superseded for the purpose of this Base Prospectus to the extent that a
statement contained in any document subsequently incorporated by reference modifies or supersedes such
statement.

The Issuer will, at the specified offices of the Paying Agents, provide, free of charge, upon oral or written
request, a copy of this Base Prospectus (or any document incorporated by reference in this Base Prospectus).
Written or oral requests for such documents should be directed to the specified office of any Paying Agent.

All documents incorporated by reference in this Base Prospectus will be available on the website of the
Autorité des marchés financiers (www.amf-france.org) and on the website of the Issuer (www.thalesgroup.com).
In relation to each issue of Notes, this Base Prospectus shall be completed by the applicable Final Terms.

Rule Prospectus Regulation - Annex IX LIS ol MOy R L g Page(s)
reference
4. INFORMATION ABOUT THE ISSUER
4.1. History and development of the Issuer 2010 Reference Document 3
4.1.1. | the legal and commercial name of the issuer
419 the place of registration of the issuer and its
7| registration number
the date of incorporation and the length of
4.1.3. . . . -
life of the issuer, except where indefinite 2010 Reference Document 157
4.1.4. | the domicile and legal form of the issuer, the
legislation under which the issuer operates,
its country of incorporation, and the address
and telephone number of its registered office
(or principal place of business if different

PARIS-1-1154629-v11 -31- 36-40507145


http://www.amf-france.org/
www.thalesgroup.com
http://www.amf-france.org/
www.thalesgroup.com

from its registered office

BUSINESS OVERVIEW

5.1.

Principal activities

5.1.1.

A brief description of the issuer's principal
activities stating the main categories of
products sold and/or services performed

2010 Reference Document

145-155

5.1.2.

The basis for any statements in the
registration document made by the issuer
regarding its competitive position

2010 Reference Document

145-155

ORGANISATIONAL STRUCTURE

140

6.1.

If the issuer is part of a group, a brief
description of the group and of the issuer's
position within it

2010 Reference Document

2, 141

TREND INFORMATION

2010 Reference Document

13

ADMINISTRATIVE, MANAGEMENT,
AND SUPERVISORY BODIES

9.1.

Names, business addresses and functions in
the issuer of the following persons, and an
indication of the principal activities
performed by them outside the issuer where
these are significant with respect to that
issuer:

(a) members of the administrative,
management or supervisory bodies;

(b) partners with unlimited liability, in the
case of a limited partnership with a share
capital.

2010 Reference Document

Not Applicable

174-180

Not
Applicable

9.2.

Administrative, Management, and
Supervisory bodies conflicts of interests
Potential conflicts of interests between any
duties to the issuing entity of the persons
referred to in item 9.1 and their private
interests and or other duties must be clearly
stated

In the event that there are no such conflicts,
a statement to that effect

2010 Reference Document

170-171

10.

MAJOR SHAREHOLDERS

10.1.

To the extent known to the issuer, state
whether the issuer is directly or indirectly
owned or controlled and by whom, and
describe the nature of such control, and
describe the measures in place to ensure that
such control is not abused

2010 Reference Document

160, 163

10.2.

A description of any arrangements, known
to the issuer, the operation of which may at
a subsequent date result in a change in
control of the issuer

N/A

N/A

11.

FINANCIAL INFORMATION
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CONCERNING THE ISSUER'S ASSETS
AND LIABILITIES, FINANCIAL
POSITION AND PROFITS AND LOSSES

11.1 Historical Financial Information
Audited historical financial information
covering the latest 2 financial years (or such
shorter period that the issuer has been in
operation), and the audit report in respect of
each year
If the audited financial information is
prepared according to national accounting Statutory Consolidated
standards, the financial information required Financial Statements
under this heading must include at least the
following: 2011 Issuer's Half-Year
(a) the balance sheet Financial Report 5
2010 Reference Document 28-29
2009 Reference Document 32
2011 Issuer's Half-Year
(b) the income statement Financial Report 3
2010 Reference Document 26-27
2009 Reference Document 30-31
2011 Issuer's Half-Year
Financial Report 822
2010 Reference Document 33-89
(c) the accounting policies and explanatory | 2009 Reference Document 35-87
notes
11.2 Financial statements
If the issuer prepares both own and Statutory Consolidated
consolidated financial statements, include at Financial Statements
least the consolidated financial statements in
the registration document. 2011 Issuer's Half-Year
Financial Report 19-26
2010 Reference Document 26-89
2009 Reference Document 30-87
11.3 Auditing of historical annual financial
information
11.3.1. | A statement that the historical financial Statutory Consolidated
information has been audited. If audit Financial Statements
.reports ~on the  historical  financial 2011 Issuer's Half-Year
information have been refused by the . . 41-46
statutory auditors or if they contain Financial Report
D S 2010 Reference Document 91-92
qualifications or disclaimers, such refusal or
2009 Reference Document 88-89

such qualifications or disclaimers, must be
reproduced in full and the reasons given
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11.3.3 | Where financial data in the registration | Adjusted Consolidated Data
document is not extracted from the issuer's 2011 Issuer's Half-Year
audited financial statements, state the source Financial Report 5-15
of the data and state that the data is
unaudited. 2010 Reference Document 101-106
2009 Reference Document
62 and
120-125
11.5 Legal and arbitration proceedings
Information on any governmental, legal or
arbitration proceedings (including any such
proceedings which are pending or threatened | 2010 Reference Document | 19-20, 74,
of which the issuer is aware), during a 121-122

period covering at least the previous 12
months which may have, or have had in the
recent past, significant effects on the issuer
and/or group's financial position or
profitability, or provide an appropriate
negative statement
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SUPPLEMENT TO THE BASE PROSPECTUS

If at any time the Issuer shall be required to prepare a supplement to this Base Prospectus pursuant to the
provisions of Article 16 of the Prospectus Directive and Article 212-25 of the Réglement Général of the Autorité
des Marchés Financiers, the Issuer will prepare and make available an appropriate supplement to this Base
Prospectus or a further Base Prospectus, which in respect of any subsequent issue of Notes to be listed and
admitted to trading on Euronext Paris or on a Regulated Market of a Member State of the European Economic
Area, shall constitute a supplement to the Base Prospectus for the purpose of the relevant provisions of the

Prospectus Directive.

PARIS-1-1154629-v11 -35- 36-40507145



FORMS OF THE NOTES AND TRANSFER RESTRICTIONS RELATING TO U.S. SALES

Bearer Notes

Each Tranche of Bearer Notes will initially be in the form of either a temporary global note (the
"Temporary Global Note"), without interest coupons, or a permanent global note (the "Permanent Global
Note"), without interest coupons, in each case as specified in the relevant Final Terms. Each Temporary Global
Note or, as the case may be, Permanent Global Note which is intended to be issued in CGN form, as specified in
the applicable Final Terms, will be delivered to a common depositary for Euroclear and/or Clearstream,
Luxembourg and each Temporary Global Note or, as the case may be, Permanent Global Note which is intended
to be issued in NGN form, as specified in the applicable Final Terms, will delivered to a common safekeeper for
Euroclear and/or Clearstream, Luxembourg.

The relevant Final Terms will also specify whether United States Treasury Regulation §1.163-
5(c)(2)(i)(C) (the "TEFRA C Rules") or United States Treasury Regulation §1.163-5(c)(2)(i)(D) (the "TEFRA
D Rules") are applicable in relation to the Notes or, if the Notes do not have a maturity of more than 365 days,
that neither the TEFRA C Rules nor the TEFRA D Rules are applicable.

Temporary Global Note exchangeable for Permanent Global Note

If the relevant Final Terms specify the form of Notes as being "Temporary Global Note exchangeable for
a Permanent Global Note which is exchangeable for Definitive Notes, in the limited circumstances specified in
the Permanent Global Note", then the Notes will initially be in the form of a Temporary Global Note which will
be exchangeable, in whole or in part, for interests in a Permanent Global Note, without interest coupons, not
earlier than 40 days after the issue date of the relevant Tranche of the Notes upon certification as to non-U.S.
beneficial ownership. No payments will be made under the Temporary Global Note unless exchange for
interests in the Permanent Global Note is improperly withheld or refused. In addition, interest payments in
respect of the Notes cannot be collected without such certification of non-U.S. beneficial ownership.

Whenever any interest in the Temporary Global Note is to be exchanged for an interest in a Permanent
Global Note, the Issuer shall procure (in the case of first exchange) the prompt delivery (free of charge to the
bearer) of such Permanent Global Note, duly authenticated and, in the case of a NGN, effectuated, to the bearer
of the Temporary Global Note or (in the case of any subsequent exchange) an increase in the principal amount
of the Permanent Global Note in accordance with its terms against

(i) presentation and (in the case of final exchange) surrender of the Temporary Global Note at the
Specified Office of the Fiscal Agent; and

(if)  receipt by the Fiscal Agent of a certificate or certificates of non-U.S. beneficial ownership,
within seven days of the bearer requesting such exchange.

The principal amount of the Permanent Global Note shall be equal to the aggregate of the principal
amounts specified in the certificates of non-U.S. beneficial ownership; provided, however, that in no
circumstances shall the principal amount of the Permanent Global Note exceed the initial principal amount of
the Temporary Global Note.

The Permanent Global Note will be exchangeable in whole, but not in part, for Notes in definitive form
("Definitive Notes") if, (a) Euroclear or Clearstream, Luxembourg or any other relevant clearing system is
closed for business for a continuous period of 14 days (other than by reason of legal holidays) or announces an
intention permanently to cease business or, (b) any of the circumstances described in Condition 14 (Events of
Default) occurs, or, (c) if, by reason of any change in the laws of France, the Issuer is or will be required to
make any withholding or deduction from any payment in respect of the Notes which would not be required if the
Notes were in definitive form.

Whenever the Permanent Global Note is to be exchanged for Definitive Notes, the Issuer shall procure
the prompt delivery (free of charge to the bearer) of such Definitive Notes, duly authenticated and with Coupons
and Talons attached (if so specified in the relevant Final Terms), in an aggregate principal amount equal to the
principal amount of the Permanent Global Note to the bearer of the Permanent Global Note against the surrender
of the Permanent Global Note at the Specified Office of the Fiscal Agent within 30 days of the bearer requesting
such exchange.
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Temporary Global Note exchangeable for Definitive Notes

If the relevant Final Terms specify the form of Notes as being "Temporary Global Note exchangeable for
Definitive Notes" and also specify that the TEFRA C Rules are applicable or that neither the TEFRA C Rules or
the TEFRA D Rules are applicable, then the Notes will initially be in the form of a Temporary Global Note
which will be exchangeable, in whole but not in part, for Definitive Notes not earlier than 40 days after the issue
date of the relevant Tranche of the Notes.

If the relevant Final Terms specify the form of Notes as being "Temporary Global Note exchangeable for
Definitive Notes in the limited circumstances specified in the Permanent Global Note" and also specify that the
TEFRA D Rules are applicable, then the Notes will initially be in the form of a Temporary Global Note which
will be exchangeable, in whole or in part, for Definitive Notes not earlier than 40 days after the issue date of the
relevant Tranche of the Notes upon certification as to non-U.S. beneficial ownership. Interest payments in
respect of the Notes cannot be collected without such certification of non-U.S. beneficial ownership.

Whenever the Temporary Global Note is to be exchanged for Definitive Notes, the Issuer shall procure
the prompt delivery (free of charge to the bearer) of such Definitive Notes, duly authenticated and with Coupons
and Talons attached (if so specified in the relevant Final Terms), in an aggregate principal amount equal to the
principal amount of the Temporary Global Note to the bearer of the Temporary Global Note against the
surrender of the Temporary Global Note at the Specified Office of the Fiscal Agent within 30 days of the bearer
requesting such exchange.

Permanent Global Note exchangeable for Definitive Notes

If the relevant Final Terms specify the form of Notes as being "Permanent Global Note exchangeable for
Definitive Notes", then the Notes will initially be in the form of a Permanent Global Note which will be
exchangeable in whole, but not in part, for Definitive Notes if (a) Euroclear or Clearstream, Luxembourg or any
other relevant clearing system is closed for business for a continuous period of 14 days (other than by reason of
legal holidays) or announces an intention permanently to cease business, or (b) any of the circumstances
described in Condition 14 (Events of Default) occurs, or (c) if, by reason of any change in the laws of France,
the Issuer is or will be required to make any withholding or deduction from any payment in respect of the Notes
which would not be required if the Notes were in definitive form.

Whenever the Permanent Global Note is to be exchanged for Definitive Notes, the Issuer shall procure
the prompt delivery (free of charge to the bearer) of such Definitive Notes, duly authenticated and with Coupons
and Talons attached (if so specified in the relevant Final Terms), in an aggregate principal amount equal to the
principal amount of the Permanent Global Note to the bearer of the Permanent Global Note against the surrender
of the Permanent Global Note at the Specified Office of the Fiscal Agent within 30 days of the bearer requesting
such exchange.

Clearing System Accountholders

Each Global Note will be in bearer form. Consequently, in relation to any Tranche of Notes represented
by a Global Note, references in the Terms and Conditions of the Notes to "Noteholder" are references to the
bearer of the relevant Global Note which, for so long as the Global Note is held by a depositary or a common
depositary in the case of a CGN, or a common safekeeper, in the case of an NGN for Euroclear and/or
Clearstream, Luxembourg and/or any other relevant clearing system, will be that depositary or common
depositary, or as the case may be, common safekeeper.

Each of the persons shown in the records of Euroclear and/or Clearstream, Luxembourg and/or any other
relevant clearing system as being entitled to an interest in a Global Note (each an "Accountholder™) must look
solely to Euroclear and/or Clearstream, Luxembourg and/or such other relevant clearing system (as the case may
be) for such Accountholder's share of each payment made by the Issuer to the bearer of such Global Note and in
relation to all other rights arising under the Global Note. The extent to which, and the manner in which,
Accountholders may exercise any rights arising under the Global Note will be determined by the respective
rules and procedures of Euroclear and Clearstream, Luxembourg and any other relevant clearing system from
time to time. For so long as the relevant Notes are represented by the Global Note, Accountholders shall have no
claim directly against the Issuer in respect of payments due under the Notes and such obligations of the Issuer
will be discharged by payment to the bearer of the Global Note.

Exchange of Temporary Global Notes

Whenever any interest in a Temporary Global Note is to be exchanged for an interest in a Permanent
Global Note, the Issuer shall procure:
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(@  inthe case of first exchange, the prompt delivery (free of charge to the bearer) of such Permanent
Global Note, duly authenticated, to the bearer of the Temporary Global Note; or

(b)  in the case of any subsequent exchange, an increase in the principal amount of such Permanent
Global Note in accordance with its terms,

in each case in an aggregate principal amount equal to the aggregate of the principal amounts specified in
the certificates issued by Euroclear and/or Clearstream, Luxembourg and/or any other relevant clearing
system and received by the Fiscal Agent against presentation and (in the case of final exchange)
surrender of the Temporary Global Note at the Specified Office of the Fiscal Agent within seven days of
the bearer requesting such exchange.

Whenever a Temporary Global Note is to be exchanged for Definitive Notes, the Issuer shall procure the
prompt delivery (free of charge to the bearer) of such Definitive Notes, duly authenticated and with Coupons
and Talons attached (if so specified in the relevant Final Terms), in an aggregate principal amount equal to the
principal amount of the Temporary Global Note to the bearer of the Temporary Global Note against the
surrender of the Temporary Global Note at the Specified Office of the Fiscal Agent within 30 days of the bearer
requesting such exchange.

If:

(@  aPermanent Global Note has not been delivered or the principal amount thereof increased by 5.00
p.m. (London time) on the seventh day after the bearer of a Temporary Global Note has requested
exchange of an interest in the Temporary Global Note for an interest in a Permanent Global Note;
or

(b)  Definitive Notes have not been delivered by 5.00 p.m. (London time) on the thirtieth day after the
bearer of a Temporary Global Note has requested exchange of the Temporary Global Note for
Definitive Notes; or

(c) a Temporary Global Note (or any part thereof) has become due and payable in accordance with
the Terms and Conditions of the Notes or the date for final redemption of a Temporary Global
Note has occurred and, in either case, payment in full of the amount of principal falling due with
all accrued interest thereon has not been made to the bearer of the Temporary Global Note in
accordance with the terms of the Temporary Global Note on the due date for payment,

then the Temporary Global Note (including the obligation to deliver a Permanent Global Note or increase
the principal amount thereof or deliver Definitive Notes, as the case may be) will become void at 5.00
p.m. (London time) on such seventh day (in the case of (a) above) or at 5.00 p.m. (London time) on such
thirtieth day (in the case of (b) above) or at 5.00 p.m. (London time) on such due date (in the case of (c)
above) and the bearer of the Temporary Global Note will have no further rights thereunder (but without
prejudice to the rights which the bearer of the Temporary Global Note or others may have under the
Deed of Covenant executed by the Issuer). Under the Deed of Covenant, persons shown in the records of
Euroclear and/or Clearstream, Luxembourg and/or any other relevant clearing system as being entitled to
an interest in a Temporary Global Note will acquire directly against the Issuer all those rights to which
they would have been entitled if, immediately before the Temporary Global Note became void, they had
been the holders of Definitive Notes in an aggregate principal amount equal to the principal amount of
Notes they were shown as holding in the records of Euroclear and/or Clearstream, Luxembourg and/or
any other relevant clearing system.

Exchange of Permanent Global Notes

Whenever a Permanent Global Note is to be exchanged for Definitive Notes such exchange may only be
made in full. In such a case, the Issuer shall procure the prompt delivery (free of charge to the bearer) of the
Definitive Notes, duly authenticated and with Coupons and Talons attached (if so specified in the relevant Final
Terms), in an aggregate principal amount equal to the principal amount of the Permanent Global Note to the
bearer of the Permanent Global Note against the surrender of the Permanent Global Note at the Specified Office
of the Fiscal Agent within 30 days of the bearer requesting such exchange.

If:

(@  Definitive Notes have not been delivered by 5.00 p.m. (London time) on the thirtieth day after the
bearer of a Permanent Global Note has duly requested exchange of the Permanent Global Note for
Definitive Notes; or
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(b)  a Permanent Global Note (or any part of it) has become due and payable in accordance with the
Terms and Conditions of the Notes or the date for final redemption of the Notes has occurred and,
in either case, payment in full of the amount of principal falling due with all accrued interest
thereon has not been made to the bearer of the Permanent Global Note in accordance with the
terms of the Permanent Global Note on the due date for payment,

then the Permanent Global Note (including the obligation to deliver Definitive Notes) will become void
at 5.00 p.m. (London time) on such thirtieth day (in the case of (a) above) or at 5.00 p.m. (London time)
on such due date (in the case of (b) above) and the bearer of the Permanent Global Note will have no
further rights thereunder (but without prejudice to the rights which the bearer of the Permanent Global
Note or others may have under the Deed of Covenant). Under the Deed of Covenant, persons shown in
the records of Euroclear and/or Clearstream, Luxembourg and/or any other relevant clearing system as
being entitled to an interest in a Permanent Global Note will acquire directly against the Issuer all those
rights to which they would have been entitled if, immediately before the Permanent Global Note became
void, they had been the holders of Definitive Notes in an aggregate principal amount equal to the
principal amount of Notes they were shown as holding in the records of Euroclear and/or Clearstream,
Luxembourg and/or any other relevant clearing system.

Registered Notes

Each Tranche of Registered Notes will be represented by (i) interests in an Unrestricted Global Note
Certificate (in the case of Notes sold outside the United States in reliance on Regulation S under the Securities
Act) ("Unrestricted Notes™) or (ii) interests in a Restricted Global Note Certificate (in the case of Notes sold in
reliance on Rule 144A under the Securities Act) ("Restricted Notes").

Each Unrestricted Global Note Certificate will be registered in the name of Cede & Co. (or such other
entity as is specified in the applicable Final Terms) as nominee for DTC and will be deposited on or about the
relevant issue date with the custodian for DTC (the "DTC Custodian") specified in the applicable Final Terms
(for the accounts of Euroclear and Clearstream, Luxembourg).

Each Restricted Global Note Certificate will be registered in the name of Cede & Co. (or such other
entity as is specified in the applicable Final Terms) as nominee for DTC and will be deposited on or about the
issue date with the DTC Custodian as custodian for DTC. The Restricted Global Note Certificate (and any
Individual Note Certificates issued in exchange therefor) will be subject to certain restrictions on transfer as
described below under "Transfer Restrictions".

Transfer Restrictions

On or prior to the fortieth day after the relevant issue date, Notes represented by an interest in an
Unrestricted Global Note Certificate may be transferred to a person who wishes to hold such Notes in the form
of an interest in a Restricted Global Note Certificate only upon receipt by the Registrar of a written certification
from the transferor (in the form set out in Schedule 4 (Form of Transfer Certificate) to the Agency Agreement)
to the effect that such transfer is being made to a person whom the transferor reasonably believes is a qualified
institutional buyer within the meaning of Rule 144A, in a transaction meeting the requirements of Rule 144A
and in accordance with any applicable securities laws of any state of the United States. After such fortieth day,
such certification requirements will no longer apply to such transfers, but such transfers will continue to be
subject to the transfer restrictions contained in the legend appearing on the face of such Global Note Certificate,
as described below under "Exchange of Interests in Global Note Certificates for Individual Note Certificates".

Notes represented by an interest in a Restricted Global Note Certificate may also be transferred to a
person who wishes to hold such Notes in the form of an interest through an Unrestricted Global Note Certificate,
but only upon receipt by the Registrar of a written certification from the transferor (in the relevant form set out
in Schedule 5 or 6 (as applicable) (Form of Transfer Certificate) to the Agency Agreement) to the effect that
such transfer is being made in accordance with Regulation S or Rule 144 (if available) under the Securities Act.

Transfer restrictions will terminate three years after the relevant issue date provided that any Notes
purchased by or on behalf of the Issuer or any of its affiliates have been cancelled in accordance with Condition
11(i) (Redemption and Purchase — Cancellation).

Any interest in either a Restricted Global Note Certificate or an Unrestricted Global Note Certificate that
is transferred to a person who takes delivery in the form of an interest in the other Global Note Certificate will,
upon transfer, cease to be an interest in such Global Note Certificate and become an interest in the other Global
Note Certificate and, accordingly, will thereafter be subject to all transfer restrictions and other procedures
applicable to an interest in such other Global Note Certificate.
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The Notes are being offered and sold in the United States only to qualified institutional buyers within the
meaning of and in reliance on Rule 144A.

Each purchaser of Notes offered pursuant to Rule 144A will be deemed to have represented and agreed
as follows (terms used in the following paragraphs that are defined in Rule 144A have the respective meanings
given to them in Rule 144A):

(@  the purchaser (i) is a qualified institutional buyer, (ii) is acquiring the Notes for its own account or
for the account of such a qualified institutional buyer and (iii) is aware that the sale of the Notes to
it is being made in reliance on Rule 144A,;

(b)  the purchaser understands that the Notes are being offered only in a transaction not involving any
public offering in the United States within the meaning of the Securities Act and that the Notes
have not been and will not be registered under the Securities Act and may not be reoffered, resold,
pledged or otherwise transferred except in accordance with the legend set forth below; and

(c) the purchaser understands that the Restricted Global Note Certificate and any Restricted
Individual Note Certificates (as defined below) will bear a legend to the following effect, unless
the Issuer determines otherwise in accordance with applicable law:

THE NOTES REPRESENTED HEREBY HAVE NOT BEEN AND WILL NOT BE REGISTERED
UNDER THE UNITED STATES SECURITIES ACT OF 1933 (THE "SECURITIES ACT") OR ANY
SECURITIES LAW OF ANY STATE OF THE UNITED STATES. THE HOLDER HEREOF, BY
PURCHASING THE NOTES REPRESENTED HEREBY, AGREES FOR THE BENEFIT OF THE
ISSUER THAT THE NOTES REPRESENTED HEREBY MAY BE REOFFERED, RESOLD,
PLEDGED OR OTHERWISE TRANSFERRED ONLY IN COMPLIANCE WITH THE SECURITIES
ACT AND OTHER APPLICABLE LAWS AND ONLY (1) PURSUANT TO RULE 144A UNDER
THE SECURITIES ACT TO A PERSON THAT THE HOLDER REASONABLY BELIEVES IS A
QUALIFIED INSTITUTIONAL BUYER WITHIN THE MEANING OF RULE 144A PURCHASING
FOR ITS OWN ACCOUNT OR A PERSON PURCHASING FOR THE ACCOUNT OF A
QUALIFIED INSTITUTIONAL BUYER WHOM THE HOLDER HAS INFORMED, IN EACH CASE,
THAT THE REOFFER, RESALE, PLEDGE OR OTHER TRANSFER IS BEING MADE IN
RELIANCE ON RULE 144A, (2) IN AN OFFSHORE TRANSACTION IN ACCORDANCE WITH
RULE 903 OR 904 OF REGULATION S UNDER THE SECURITIES ACT, (3) PURSUANT TO AN
EXEMPTION FROM REGISTRATION PROVIDED BY RULE 144 UNDER THE SECURITIES ACT
(IF AVAILABLE) OR (4) TO THE ISSUER OR ITS AFFILIATES.

Upon the transfer, exchange or replacement of a Restricted Global Note Certificate or a Restricted
Individual Note Certificate bearing the above legend, or upon specific request for removal of the legend, the
Issuer will deliver only Individual Note Certificates that bear such legend ("Restricted Individual Note
Certificates") or will refuse to remove such legend, unless there is delivered to the Issuer and the Registrar such
satisfactory evidence (which may include a legal opinion) as may reasonably be required by the Issuer that
neither the legend nor the restrictions on transfer set forth therein are required to ensure compliance with the
provisions of the Securities Act. Such transfer restrictions will terminate three years after the relevant issue date
provided that any Notes purchased by or on behalf of the Issuer or any of its respective affiliates have been
cancelled in accordance with Condition 11(i) (Redemption and Purchase — Cancellation).

Exchange of Interests in Global Note Certificates for Individual Note Certificates

Registration of title to Notes initially represented by the Global Note Certificates in a name other than
DTC or a successor depositary or one of their respective nominees will not be permitted unless:

(@  such depositary notifies the Issuer that it is no longer willing or able to discharge properly its
responsibilities as depositary with respect to the relevant Global Note Certificate or ceases to be a
clearing agency (as defined in the Exchange Act), or is at any time no longer eligible to act as
such, and the Issuer is (in the case of it ceasing to be depositary) unable to locate a qualified
successor within 90 days of receiving notice of such ineligibility on the part of such depositary; or

(b)  any of the circumstances described in Condition 14 (Events of Default) occurs; or

() (in the case of the Unrestricted Global Note Certificate only) Euroclear or Clearstream,
Luxembourg is closed for a continuous period of 14 days (other than by reason of legal holidays)
or announces an intention permanently to cease business.

In such circumstances, the Issuer shall procure the delivery of Individual Note Certificates in exchange
for the Unrestricted Global Note Certificate and/or the Restricted Global Note Certificate. A person having an
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interest in a Global Note Certificate must provide the Registrar (through DTC, Euroclear and/or Clearstream,
Luxembourg) with (a) such information as the Issuer and the Registrar may require to complete and deliver
Individual Note Certificates (including the name and address of each person in which the Individual Note
Certificates are to be registered and the principal amount of each such person's holding) and (b) (in the case of
the Restricted Global Note Certificate only) a certificate given by or on behalf of the holder of each beneficial
interest in the Restricted Global Note Certificate stating either (i) that such holder is not transferring its interest
at the time of such exchange or (ii) that the transfer or exchange of such interest has been made in compliance
with the transfer restrictions applicable to the Notes and that the person transferring such interest reasonably
believes that the person acquiring such interest is a qualified institutional buyer and is obtaining such beneficial
interest in a transaction meeting the requirements of Rule 144A. Individual Note Certificates issued in exchange
for interests in the Restricted Global Note Certificate will bear the legends and be subject to the transfer
restrictions set out above under "Transfer Restrictions". Such transfer restrictions will terminate three years after
the relevant issue date, provided that any Notes purchased by or on behalf of the Issuer or any of its affiliates
have been cancelled in accordance with Condition 11(i) (Redemption and Purchase — Cancellation).

Whenever a Global Note Certificate is to be exchanged for Individual Note Certificates, such Individual
Note Certificates will be issued within five business days of the delivery to the Registrar of the information and
any required certification described in the preceding paragraph against the surrender of the relevant Global Note
Certificate at the Specified Office of the Registrar. Such exchange shall be effected in accordance with the
regulations concerning the transfer and registration from time to time relating to the Notes and shall be effected
without charge, but against such indemnity as the Registrar may require in respect of any tax or other duty of
whatsoever nature which may be levied or imposed in connection with such exchange.

If (a) Individual Note Certificates have not been delivered by 5.00 p.m. (London time) on the thirtieth
day after the due date for their delivery in exchange for interests in a Global Note Certificate or (b) any of the
Notes represented by a Global Note Certificate has become due and payable in accordance with the Conditions
or the date for final redemption of the Notes has occurred and, in either case, payment in full of the amount of
principal falling due with all accrued interest thereon has not been made to the registered Holder of such Global
Note Certificate in accordance with its terms on the due date for payment, then such Global Note Certificate
(including the obligation to deliver Individual Note Certificates) will become void at 5.00 p.m. (London time)
on such thirtieth day (in the case of (a) above) or at 5.00 p.m. (London time) on such due date (in the case of (b)
above) and the registered Holder will have no further rights under such Global Note Certificate (but without
prejudice to the rights which the Holder of the Notes represented by such Global Note Certificate or others may
have under the Deed of Covenant executed by the Issuer). Under the Deed of Covenant, persons shown in the
records of DTC, Euroclear and/or Clearstream, Luxembourg as being entitled to an interest in the Notes
represented by a Global Note Certificate will acquire directly against the Issuer all those rights to which they
would have been entitled if, immediately before such Global Note Certificate became void, they had been the
registered Holders of Notes represented by Individual Note Certificates in an aggregate principal amount equal
to the principal amount of Notes they were shown as holding in the records of DTC, Euroclear and/or (as the
case may be) Clearstream, Luxembourg.

The Registrar will not register the transfer of or exchange of interests in a Global Note Certificate for
Individual Note Certificates for a period of 15 days ending on the due date for any payment of principal or
interest in respect of the Notes.

DTC Book-Entry Ownership of Global Note Certificates

The Issuer will make an application to DTC, Euroclear and Clearstream, Luxembourg for acceptance in
their respective book-entry settlement systems of each Tranche of Unrestricted Notes. The Unrestricted Notes
will have a CINS number, a common code and an ISIN. The Issuer will also make an application to DTC for
acceptance in its book-entry settlement system of each Tranche of Restricted Notes. The Restricted Notes will
have a CUSIP number.

The DTC Custodian and DTC will record electronically the principal amount of the Notes represented by
an Unrestricted Global Note Certificate and a Restricted Global Note Certificate held within the DTC system.
Up to and including the fortieth day after the later of the commencement of the offering and the relevant issue
date, investors may hold their interests in an Unrestricted Global Note Certificate only through Clearstream,
Luxembourg or Euroclear. Thereafter, investors may additionally hold such interests directly through DTC, if
they are participants in DTC, or indirectly through organisations which are participants in DTC. Clearstream,
Luxembourg and Euroclear will hold interests in the Unrestricted Global Note Certificate on behalf of their
account holders through customers' securities accounts in Clearstream, Luxembourg's or Euroclear's respective
names on the books of their respective depositaries, which in turn will hold such interests in the Unrestricted
Global Note Certificate in customers' securities accounts in the depositaries' names on the books of DTC.
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Investors may hold their interests in the Restricted Global Note Certificate directly through DTC, if they are
participants in DTC, or indirectly through organisations which are participants in DTC.

Payments of the principal of, interest on and any other amounts payable under each Global Note
Certificate registered in the name of DTC's nominee will be made to or to the order of its nominee as the
registered Holder of such Global Note Certificate. The Issuer expects that the nominee, upon receipt of any such
payment, will immediately credit DTC participants' accounts with payments in amounts proportionate to their
respective interests in the principal amount of the relevant Global Note Certificate as shown on the records of
DTC or the nominee. The Issuer also expects that payments by DTC participants to owners of interests in such
Global Note Certificate held through such DTC participants will be governed by standing instructions and
customary practices, as is now the case with securities held for the accounts of customers registered in the
names of nominees for such customers. Such payments will be the responsibility of such DTC participants.
None of the Issuer, the Registrar, any Transfer Agent or any Paying Agent will have any responsibility or
liability for any aspect of the records relating to or payments made on account of ownership interests in the
Global Note Certificates or for maintaining, supervising or reviewing any records relating to such ownership
interests.

While a Global Note Certificate is lodged with DTC or its custodian, Notes represented by Individual
Note Certificates will not be eligible for clearing or settlement through DTC, Clearstream, Luxembourg or
Euroclear.

Transfers of Interests in Global Note Certificates

Transfers of interests in Global Note Certificates within DTC, Euroclear and Clearstream, Luxembourg
will be in accordance with the usual rules and operating procedures of the relevant clearing system.

The laws of some states of the United States require that certain persons receive individual certificates in
respect of their holdings of Notes. Consequently, the ability to transfer interests in a Global Note Certificate to
such persons will be limited. Because DTC only acts on behalf of participants, who in turn act on behalf of
indirect participants, the ability of a person having an interest in a Global Note Certificate to pledge such interest
to persons or entities which do not participate in the relevant clearing system, or otherwise take actions in
respect of such interest, may be affected by the lack of an Individual Note Certificate representing such interest.

Subject to compliance with the transfer restrictions applicable to the Notes described above and under
"Subscription and Sale", cross-market transfers between DTC participants, on the one hand, and Clearstream,
Luxembourg or Euroclear account holders, on the other, will be effected in DTC in accordance with DTC rules
and procedures and on behalf of Clearstream, Luxembourg or (as the case may be) Euroclear by its respective
depositary. However, such cross-market transactions will require delivery of instructions to Clearstream,
Luxembourg or (as the case may be) Euroclear by the counterparty in such system in accordance with its rules
and procedures and within its established deadlines. Clearstream, Luxembourg or (as the case may be) Euroclear
will, if the transaction meets its settlement requirements, deliver instructions to its respective depositary to take
action to effect final settlement on its behalf by delivering or receiving beneficial interests in the relevant Global
Note Certificate in DTC, and making or receiving payment in accordance with normal procedures for same-day
funds settlement applicable to DTC. Clearstream, Luxembourg account holders and Euroclear account holders
may not deliver instructions directly to the depositaries for Clearstream, Luxembourg or Euroclear.

Because of time zone differences, credits of Notes received in Clearstream, Luxembourg or Euroclear as
a result of a transaction with a DTC participant will be made during the securities settlement processing day
dated the business day following the DTC settlement date and such credits of any transactions in such securities
settled during such processing will be reported to the relevant Clearstream, Luxembourg or Euroclear account
holder on such business day. Cash received in Clearstream, Luxembourg or Euroclear as a result of sales of
Notes by or through a Clearstream, Luxembourg account holder or a Euroclear account holder to a DTC
participant will be received with value on the DTC settlement date but will be available in the relevant
Clearstream, Luxembourg or Euroclear cash account only as of the business day following settlement in DTC.
Settlement between Euroclear or Clearstream, Luxembourg account holders and DTC participants cannot be
made on a delivery versus payment basis. The arrangements for transfer of payments must be established
separately from the arrangements for transfer of Notes, the latter being effected on a free delivery basis. The
customary arrangements for delivery versus payment between Euroclear and Clearstream, Luxembourg account
holders or between DTC participants are not affected.

For a further description of restrictions on the transfer of Notes, see "Subscription and Sale".

DTC has advised the Issuer that it will take any action permitted to be taken by a holder of Notes
(including, without limitation, the presentation of Global Note Certificates for exchange as described above)
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only at the direction of one or more participants in whose account with DTC interests in Global Note
Certificates are credited, and only in respect of such portion of the aggregate principal amount of the Global
Note Certificates as to which such participant or participants has or have given such direction. However, in
certain circumstances, DTC will exchange the Global Note Certificates for Individual Note Certificates (which
will, in the case of Restricted Notes, bear the legend set out above under "Transfer Restrictions").

Although DTC, Clearstream, Luxembourg and Euroclear have agreed to the foregoing procedures in
order to facilitate transfers of interests in the Global Note Certificates among participants and account holders of
DTC, Clearstream, Luxembourg and Euroclear, they are under no obligation to perform or continue to perform
such procedures, and such procedures may be discontinued at any time. None of the Issuer, the Registrar, any
Transfer Agent and any Paying Agent will have any responsibility for the performance by DTC, Clearstream,
Luxembourg or Euroclear or their respective direct or indirect participants or account holders of their respective
obligations under the rules and procedures governing their respective operations.

Terms and Conditions applicable to the Notes

The terms and conditions applicable to any Definitive Note will be endorsed on that Note and will
consist of the terms and conditions set out under "Terms and Conditions of the Notes" below and the provisions
of the relevant Final Terms which supplement, amend and/or replace those terms and conditions.

Conditions applicable to Global Notes

Each Global Note will contain provisions which modify the Terms and Conditions of the Notes as they
apply to the Global Note. The following is a summary of certain of those provisions:

Payments: All payments in respect of the Global Note will be made against presentation and (in the case
of payment of principal in full with all interest accrued thereon) surrender of the Global Note at the Specified
Office of any Paying Agent and will be effective to satisfy and discharge the corresponding liabilities of the
Issuer in respect of the Notes. On each occasion on which a payment of principal or interest is made in respect
of the Global Note, the Issuer shall procure that in respect of a CGN the payment is noted in a schedule thereto
and in respect of an NGN the payment is entered pro rata in the records of Euroclear and Clearstream,
Luxembourg.

Payment Business Day: Notwithstanding the definition of "Payment Business Day" in the Terms and
Conditions of the Notes, while all Notes are represented by a Global Note the definition, of "Payment Business
Day" means:

(i) if the currency of payment is euro, any day which is in the case of payment by transfer to an account, a
TARGET?2 Settlement Day and a day on which dealings in foreign currencies may be carried on in each
(if any) Additional Financial Centre; or

(i) if the currency of payment is not euro, any day which is in the case of payment by transfer to an account,
a day on which dealings in foreign currencies may be carried on in the Principal Financial Centre of the
currency of payment and in each (if any) Additional Financial Centre.

Exercise of put option: In order to exercise the option contained in Condition 11(e) (Redemption at the
option of Noteholders) the bearer of the Permanent Global Note must, within the period specified in the
Conditions for the deposit of the relevant Note and put notice, give written notice of such exercise to the Fiscal
Agent specifying the principal amount of Notes in respect of which such option is being exercised. Any such
notice will be irrevocable and may not be withdrawn.

Partial exercise of call option: In connection with an exercise of the option contained in Condition 11(c)
(Redemption at the option of the Issuer) in relation to some only of the Notes, the Permanent Global Note may
be redeemed in part in the principal amount specified by the Issuer in accordance with the Conditions and the
Notes to be redeemed will not be selected as provided in the Conditions. For so long as any of the Notes are
represented by a Global Note, no selection of Notes by lot will be required under Condition 11(c) in the event
that the Issuer exercises any option thereunder. In such event the standard procedures of the ICSD (as defined in
the Agency Agreement) shall operate to determine which interests in a Global Note are to be subject to such
option and such redemption shall be reflected in the records of Euroclear and/or Clearstream, Luxembourg as
either a pool factor or a reduction in nominal amount, at their discretion.

Notices: Notwithstanding Condition 20 (Notices), while all the Notes are represented by a Permanent
Global Note (or by a Permanent Global Note and/or a Temporary Global Note) and the Permanent Global Note
is (or the Permanent Global Note and/or the Temporary Global Note are) deposited with a depositary or a
common depositary for Euroclear and/or Clearstream, Luxembourg and/or any other relevant clearing system,
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notices to Noteholders may be given by delivery of the relevant notice to Euroclear and/or Clearstream,
Luxembourg and/or any other relevant clearing system and, in any case, such notices shall be deemed to have
been given to the Noteholders in accordance with Condition 20 (Notices) on the date of delivery to Euroclear
and/or Clearstream, Luxembourg and/or any other relevant clearing system.

In such circumstances, notices may be given by any Noteholder to the Fiscal Agent (or, in the case of
Global Note Certificates, the Registrar) through Euroclear and/or Clearstream, Luxembourg and/or any other
relevant clearing system in such manner as the Fiscal Agent or the Registrar, as the case may be, and/or
Euroclear and/or Clearstream, Luxembourg and/or any other relevant clearing system may approve for this
purpose.

Redenomination: If the Notes are redenominated pursuant to Condition 23 (Redenomination,
Renominalisation and Reconventioning), then following redenomination:

(@)  if Definitive Notes are required to be issued, they shall be issued at the expense of the Issuer in the
denominations of euro 0.01, euro 1,000, euro 10,000, euro 100,000 and such other denominations
as the Fiscal Agent shall determine and notify to the Noteholders; and

(b)  the amount of interest due in respect of Notes represented by a Permanent Global Note and/or a
Temporary Global Note will be calculated by reference to the aggregate principal amount of such
Notes and the amount of such payment shall be rounded down to the nearest euro 0.01.

Notwithstanding the provisions of Condition 12 'Payments under Registered Notes' (a) in respect of registered
notes represented by a Global Note, the definition of "Record Date" will be one business day before the due
date for any such payment.

Legend concerning United States persons

In the case of any Tranche of Bearer Notes having a maturity of more than 365 days, the Notes in global
form, the Notes in definitive form and any Coupons and Talons appertaining thereto will bear a legend to the
following effect:

"Any United States person who holds this obligation will be subject to limitations under the United States
income tax laws, including the limitations provided in Sections 165(j) and 1287(a) of the Internal
Revenue Code."”

The sections referred to in such legend provide that a United States person who holds a Note, Coupon or
Talon will generally not be allowed to deduct any loss realised on the sale, exchange or redemption of such
Note, Coupon or Talon and any gain (which might otherwise be characterised as capital gain) recognised on
such sale, exchange or redemption will be treated as ordinary income.

PARIS-1-1154629-v11 -44 - 36-40507145



TERMS AND CONDITIONS OF THE NOTES
The following is the text of the terms and conditions which, subject to completion by the relevant Final

Terms, will be endorsed on each Note in definitive form issued under the Programme. The terms and conditions
applicable to any Note in global form will differ from those terms and conditions which would apply to the Note
were it in definitive form to the extent described under "Forms of the Notes and Transfer Restrictions relating to
U.S. Sales™ above.

1.
(@)

(b)

(©

(d)

()

(@)

Introduction

Programme: Thales (the "lIssuer") has established a Global Medium Term Note Programme (the
"Programme") for the issuance of up to €3,000,000,000 in aggregate principal amount of notes (the
"Notes").

Final Terms: Notes issued under the Programme are issued in series (each a "Series") and each Series
may comprise one or more tranches (each a "Tranche") of Notes. Each Tranche is the subject of final
terms (the "Final Terms") which supplements these terms and conditions (the "Conditions"). The terms
and conditions applicable to any particular Tranche of Notes are these Conditions subject to completion
by the relevant Final Terms. In the event of any inconsistency between these Conditions and the relevant
Final Terms, the relevant Final Terms shall prevail.

Agency Agreement: The Notes are the subject of an amended and restated fiscal agency agreement dated
14 October 2011 (as amended or supplemented from time to time, the "Agency Agreement™) between
the Issuer, BNP PARIBAS Securities Services, Luxembourg Branch as fiscal agent (the "Fiscal Agent”,
which expression includes any successor fiscal agent appointed from time to time in connection with the
Notes), BNP PARIBAS Securities Services, Luxembourg Branch as registrar (the "Registrar”, which
expression includes any successor registrar appointed from time to time in connection with the Notes)
and the transfer and paying agents named therein (together with the Fiscal Agent and the Registrar, the
"Agents", which expression includes any successor or additional agents appointed from time to time in
connection with the Notes).

The Notes: All subsequent references in these Conditions to "Notes" are to the Notes which are the
subject of the relevant Final Terms. Copies of the relevant Final Terms are available by Noteholders
during normal business hours at the Specified Office of the Fiscal Agent or, in the case of Registered
Notes (as defined in Condition 2) the Registrar, the initial Specified Office of which is set out below.

Summaries: Certain provisions of these Conditions are summaries of the Agency Agreement and are
subject to its detailed provisions. Noteholders and Couponholders, if any, are bound by, and are deemed
to have notice of, all the provisions of the Agency Agreement applicable to them. Copies of the Agency
Agreement are available for inspection by Noteholders during normal business hours at the Specified
Offices of each of the Paying Agents, the initial Specified Offices of which are set out below.

Interpretation
Definitions: In these Conditions the following expressions have the following meanings:

"Accrual Yield" has the meaning given in the relevant Final Terms;

"Additional Business Centre(s)" means the city or cities specified as such in the relevant Final Terms;
"Additional Financial Centre(s)" means the city or cities specified as such in the relevant Final Terms;
"Bearer Note" means a Note in bearer form;

"Business Day" means:

Q) in relation to any sum payable in euro, a TARGET2 Settlement Day and a day on which
commercial banks and foreign exchange markets settle payments generally in each (if any)
Additional Business Centre; and

(i) in relation to any sum payable in a currency other than euro, a day on which commercial banks
and foreign exchange markets settle payments generally in London, in the Principal Financial
Centre of the relevant currency and in each (if any) Additional Business Centre;
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"Business Day Convention", in relation to any particular date, has the meaning given in the relevant
Final Terms and, if so specified in the relevant Final Terms, may have different meanings in relation to
different dates and, in this context, the following expressions shall have the following meanings:

(i) "Following Business Day Convention" means that the relevant date shall be postponed to the
first following day that is a Business Day;

(i)  "Modified Following Business Day Convention™ means that the relevant date shall be postponed
to the next day which is a Business Day unless it would thereby fall into the next calendar month
in which event that date shall be brought forward to the immediately preceding Business Day;

(iii)  "Preceding Business Day Convention™ means that the relevant date shall be brought forward to
the first preceding day that is a Business Day;

(iv)  "FRN Convention", "Floating Rate Convention" or "Eurodollar Convention" means that each
relevant date shall be the date which numerically corresponds to the preceding such date in the
calendar month which is the number of months specified in the relevant Final Terms as the
Specified Period after the calendar month in which the preceding such date occurred provided,
however, that:

(A) if there is no such numerically corresponding day in the calendar month in which any such
date should occur, then such date will be the last day which is a Business Day in that
calendar month;

(B) if any such date would otherwise fall on a day which is not a Business Day, then such date
will be the first following day which is a Business Day unless that day falls in the next
calendar month, in which case it will be the first preceding day which is a Business Day;
and

(C) if the preceding such date occurred on the last day in a calendar month which was a
Business Day, then all subsequent such dates will be the last day which is a Business Day
in the calendar month which is the specified number of months after the calendar month in
which the preceding such date occurred; and

(v)  "No Adjustment" means that the relevant date shall not be adjusted in accordance with any
Business Day Convention;

"Calculation Agent" means the Fiscal Agent or such other Person specified in the relevant Final Terms
as the party responsible for calculating the Rate(s) of Interest and Interest Amount(s) and/or such other
amount(s) as may be specified in the relevant Final Terms;

"Coupon" means an interest coupon pertaining to a Bearer Note;
"Couponholder" means the holder of a Coupon;
"Coupon Sheet" means, in respect of a Bearer Note, a coupon sheet relating to such Note;

"Day Count Fraction” means (subject as provided in Condition 7), in respect of the calculation of an
amount for any period of time (the "Calculation Period"), such day count fraction as may be specified in
these Conditions or the relevant Final Terms and:

(i) if "Actual/Actual” is so specified, means the actual number of days in the Calculation Period
divided by 365 (or, if any portion of the Calculation Period falls in a leap year, the sum of (A) the
actual number of days in that portion of the Calculation Period falling in a leap year divided by
366 and (B) the actual number of days in that portion of the Calculation Period falling in a non-
leap year divided by 365);

(i)  if "Actual/365 (Fixed)" is so specified, means the actual number of days in the Calculation Period
divided by 365;

(iii)  if "Actual/360" is so specified, means the actual number of days in the Calculation Period divided
by 360;

(iv) if "30/360" is so specified, means the number of days in the Calculation Period divided by 360
calculated on a formula basis as follows:

[360x(Y, —Y1)]+[30x(M;, —M,)]+ (D, - D))

Day Count Fraction =
360
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Where
"Y," is the year, expressed as a number, in which the first day of the Calculation Period falls;

"Y," is the year, expressed as a number, in which the day immediately following the last day
included in the Calculation Period falls;

"M;" is the calendar month, expressed as a number, in which the first day of the Calculation
Period falls;

"M," is the calendar month, expressed as a number, in which the day immediately following the
last day included in the Calculation Period falls;

"D," is the first calendar day, expressed as a number, of the Calculation Period, unless such
number would be 31, in which case D1 will be 30; and

"D," is the calendar day, expressed as a number, immediately following the last day included in
the Calculation Period, unless such number would be 31 and D1 is greater than 29, in which
case D2 will be 30;

(v) if"30E/360" or "Eurobond Basis" is specified in the applicable Final Terms, the number of days
in the Calculation Period divided by 360, calculated on a formula basis as follows:
[360x(Y, —Y)]+[30x(M, —M,)]+ (D, —Dy)
360

Day Count Fraction =

Where
"Y," is the year, expressed as a number, in which the first day of the Calculation Period falls;

"Y," is the year, expressed as a number, in which the day immediately following the last day
included in the Calculation Period falls;

"M;" is the calendar month, expressed as a number, in which the first day of the Calculation
Period falls;

"M," is the calendar month, expressed as a number, in which the day immediately following the
last day included in the Calculation Period falls;

"D," is the first calendar day, expressed as a number, of the Calculation Period, unless such
number would be 31, in which case D1 will be 30; and

"D," is the calendar day, expressed as a humber, immediately following the last day included in
the Calculation Period, unless such number would be 31, in which case D2 will be 30;

(vi) if "30E/360 (ISDA)" is specified in the applicable Final Terms, the number of days in the
Calculation Period divided by 360, calculated on a formula basis as follows:

[360x(Y, —Y)]+[30x(M, = M,)]+(D, - Dy)

Day Count Fraction =
360

Where
"Y," is the year, expressed as a number, in which the first day of the Calculation Period falls;

"Y," is the year, expressed as a number, in which the day immediately following the last day
included in the Calculation Period falls;

"M," is the calendar month, expressed as a number, in which the first day of the Calculation
Period falls;

"M," is the calendar month, expressed as a number, in which the day immediately following the
last day included in the Calculation Period falls;

"D," is the first calendar day, expressed as a humber, of the Calculation Period, unless (i) that
day is the last day of February or (ii) such number would be 31, in which case D1 will be 30;
and

"D," is the calendar day, expressed as a number, immediately following the last day included in
the Calculation Period, unless (i) that day is the last day of February but not the maturity date
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(as specified in the applicable Final Terms) or (ii) such number would be 31, in which case D2
will be 30,

provided, however, that in each such case, the number of days in the Calculation Period is
calculated from and including the first day of the Calculation Period to but excluding the last
day of the Calculation Period.

"Early Redemption Amount (Tax)" means, in respect of any Note, its principal amount or such other
amount as may be specified in, or determined in accordance with, the relevant Final Terms;

"Early Termination Amount" means, in respect of any Note, its principal amount or such other amount
as may be specified in, or determined in accordance with, these Conditions or the relevant Final Terms;

"Extraordinary Resolution" has the meaning given in the Agency Agreement;

"Final Redemption Amount™ means, in respect of any Note, its principal amount or such other amount
as may be specified in, or determined in accordance with, the relevant Final Terms;

"Fixed Coupon Amount" has the meaning given in the relevant Final Terms;

"Guarantee™ means, in relation to any Indebtedness of any Person, any obligation of another Person to
pay such Indebtedness including (without limitation) any indemnity in respect of such indebtedness.

"Holder" means a Registered Holder or, as the context requires, the holder of a Bearer Note;
"ICMA" means the International Capital Markets Association;

"Indebtedness" means any indebtedness of any Person for money borrowed or raised including (without
limitation) any indebtedness for or in respect of:

(i amounts raised by acceptance under any acceptance credit facility;
(i)  amounts raised under any note purchase facility; or

(iii)  the amount of any liability in respect of leases or hire purchase contracts which would, in
accordance with applicable law and generally accepted accounting principles, be treated as
finance or capital 