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SAFRAN REPORTS 2006 RESULTS
Paris,  February 14, 2007

The results reported below were approved by the SAFRAN Executive Board on February 13, 2007 and submitted to the Group’s Supervisory Board on February 14, 2007. 

· Sales: 11,329 million euros, up 7.1%

· Operating income: 465 million euros, a decrease of 33.5%

· Net debt: 419 million euros, a reduction of 11.4%

All figures in this press release are expressed as adjusted pro-forma data, as if Sagem and Snecma had merged on January 1, 2004, and eliminating the main impact on results of the IFRS 3 standard concerning company mergers. 

*   *

	Millions of euros
	2005 published
	2005 adjusted*
	2006
	Change

	Sales

Operating income 

As % of sales

Net income – Group share
	
10,577


762


 7.2%


501
	
10,576


699


6.6%


444
	
11,329


465


4.1%


177
	
7.1%


- 33.5%


- 60.1%

	Net income per share (in euros)

Net financial debt
	
1.22


473
	
1.08


473
	
0.43


419
	


* 
Corrections of errors in the 2005 financial statements for the Defense Security branch have an impact on the SAFRAN Group’s 2005 financial statements. These corrections are explained below in the paragraph on this branch. Furthermore, the research tax credit is now recorded under operating income, and figures for financial year 2005 were adjusted to take this into account. 
Sustained orders
Orders booked in 2006 continued to grow, even compared to the record levels of 2005, especially in the aviation market. 

As of December 31, 2006, Group companies had booked orders during the year for 2,121 CFM56 engines, 1,034 helicopter engines, a large number of components and subassemblies (wheels and brakes, wiring, etc.), Sperwer UAVs and associated maintenance equipment, and biometric systems and visas. 

Sales on the rise
SAFRAN posted consolidated sales for 2006 of 11,329 million euros, 7.1% higher than in 2005. At constant size and exchange rates, the increase would have been 10.4%. 

The breakdown of sales by business branch was as follows:

	Millions of euros
	2005 published
	2005 adjusted
	2006
	Change

	Aerospace Propulsion

Aircraft Equipment

Defense Security

Communications


	4,493

2,510

1,232

2,342


	4,493

2,510

1,231

2,342


	5,073

2,644

1,445

2,167
	
12.9%


5.3%


17.4% 

 
-7.5%



	Consolidated sales
	10,577
	10,576
	11,329
	
7.1%


Sales by the Aerospace Propulsion branch rose 12.9%. At a constant dollar exchange rate, they would have increased 16.1%. Sales of original equipment posted strong growth, for both commercial aircraft engines and helicopter engines. The spare parts and services businesses continued to be buoyant, accounting for 43% of the total. Military business was stable.

Sales by the Aircraft Equipment branch grew 5.3%. At constant size and exchange rates, sales would have increased 9.1%. Delays in the A380 program had an impact of 114 million euros. 

The Defense Security branch posted sales of 1,445 million euros, a rise of 17.4%. At constant exchange rates and size (mainly before consolidation of the Orga group), the increase would have been 5.4%. 

Sales by the Communications branch decreased 7.5%. However, at constant size (i.e., including the divestment of the cables business at the end of 2005), the branch’s sales would have increased by 2.8%.

Downturn in operating income

SAFRAN posted consolidated operating income of 465 million euros in 2006, compared with 699 million euros in 2005, a decrease of 33.5%, largely due to non-recurring events. 

These figures are broken down as follows: 

	Millions of euros
	2005 published
	2005 adjusted
	2006

	Aerospace Propulsion

As % of sales

Aircraft Equipment

As % of sales

Defense Security

As % of sales

Communications

As % of sales


	   454

10.1%
   209

8.3%

   109

8.8%

       0


	   456

10.1%

   212

8.4%

     35

2.8%

       6

0.3%


	   561

11.1%

   197

7.5%

 (101)

- 7%

 (176)

-8.1%




Aerospace Propulsion branch

The Aerospace Propulsion branch improved its profitability. Business was sustained at a high level, especially for aircraft engines, helicopter engines and associated services. Along with effective cost control, this largely offset the impact of a dollar hedging rate that was less favorable than in 2005.

Aircraft Equipment branch

The Aircraft Equipment branch posted operating income slightly lower than in 2005, primarily due to certain new programs entering the startup phase. However, income still amounted to 7.5% of sales, despite the negative impact of the dollar exchange rate.

Defense Security branch

a) Conclusions of the inquiry board

Auditors KPMG and Ernst & Young submitted their conclusions to the Group’s Audit Committee on the accounting impact of the unexplained entries that were covered in the press releases dated December 8 and 12, 2006. Based on their investigations, the adjustments amounted to 134.5 million euros, broken down as follows (in millions of euros):

· Impact on 2005 shareholders’ equity (before taxes): 
  (106.6)*

· Impact on 2005 operating income:
    (25.8)

· Impact on 2006 operating income:
      (2.1) 

These adjustments were fully integrated by the company, concerning the total amount as well as recording them in different financial years, in compliance with accounting standards as noted by the independent auditors.

In the next few days, the Audit Committee will launch a second inquiry phase designed to establish the actual circumstances behind these entries being recorded, and propose the appropriate corrective actions. 

b)
Results of the Defense Security branch
In addition to the sum of 25.8 million euros mentioned above, the operating income for 2005 was also adjusted in relation to the two following factors (in millions of euros): 

· Accounting adjustments following additional due diligence, 

primarily concerning a long-term contract: 
(55.2)

· Impact of reclassifying the research tax credit:
7 

As a result, operating income decreased from 109 million euros to 35 million euros. 

The branch posted an operating loss for 2006 of 101 million euros, reflecting the consolidation of one-time charges on certain defense contracts, operating losses from certain businesses and the cost of restructuring Sagem Orga’s operations.

* At this point, the auditors have expressed their intention to issue a reservation concerning this impact which should be, 
  according to them, only -16 million euros. 
Communications branch

The Communications branch recorded a loss for the year of 176 million euros. 

The mobile phone division continued to experience strong pressure on prices, leading to a decrease in the average sale price of its products. Because of these repeated difficulties, the division depreciated all intangible assets recorded in its financial statements, resulting in a total loss of 181 million euros. 

The broadband division, after shutting down two loss-making businesses (televisions and mass produced printed circuit boards), and significantly reducing costs, posted a profit of 5 million euros for the year. 

Sharp decrease in net income
SAFRAN posted consolidated net income for 2006 of 177 million euros. This figure declined more than operating income because of a higher tax charge resulting from the current tax audit. 

Dividend
In response to a proposal by the Executive Board, the Supervisory Board will submit to the Annual General Meeting of Shareholders on May 25, 2007 a proposed dividend of 0.22 euro per share. Once approved, the dividend will be paid on May 28, 2007. 

Financial position
At December 31, 2006 the Group’s net debt stood at 419 million euros, lower than the year-earlier figure of 473 million euros. This reflects the SAFRAN Group’s continued healthy financial position and sound balance sheet structure. 

Objectives for 2007

The Group’s aerospace and defense businesses should continue to grow, and actions applied to the Communications branch should bear fruit. Under these conditions, the objectives for 2007 are as follows:

· Growth in sales of approximately 5%

· Operating margin exceeding 5% of sales

SAFRAN is an international high-technology group with four core businesses: aerospace propulsion, aircraft equipment, defense security, communications. It has 61,400 employees in over 30 countries, and annual revenues exceeding 10 billion euros. SAFRAN comprises a number of companies with prestigious brand names, and holds, alone or in partnership, global or European leadership positions in all of its markets. 
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