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CERTAIN INFORMATION REGARDING OFFERING DOCUMENTS

EADS confirms that, to its knowledge following reasonable inquiry, the information contained in this
offering memorandum relating to EADS is true and correct in all material respects and that there are no
omissions which would, in the context of the global offering, make any statement relating to EADS in
this offering memorandum misleading in any material respect.

No person is authorized to give any information or make any representation not contained in this
offering memorandum in connection with this offering and, if given or made, such information or
representation must not be relied on as having been authorized by EADS, the selling shareholders or
any of the underwriters. Neither the delivery of this offering memorandum nor any sale made in
connection with this offering shall, under any circumstances, create any implication that there has been
no change in the activities described herein since the date hereof or that the information contained
herein is correct as of any time subsequent to the date of this offering memorandum. No representation
or warranty, express or implied, is made by any underwriter as to the accuracy or completeness of any
information contained in this offering memorandum, and nothing contained in this offering memoran-
dum is, or shall be relied upon as, a promise or representation by any underwriter as to the past or the
future.

In making an investment decision, potential investors must rely upon their own examination of
EADS and the entities which have been combined to form EADS, of the terms of this offering
and of the related financial information. In particular, potential investors should consult their
own professional advisors for an understanding of the differences between generally accepted
accounting principles in France, Spain and the United States and International Accounting
Standards (“IAS”), and how those differences might affect the financial information included
in this offering memorandum.



This offering memorandum does not constitute an offer to sell or the solicitation of any offer to buy
EADS shares. The distribution of this offering memorandum and the offering of shares is restricted by
law in certain jurisdictions and this offering memorandum may not be used for the purpose of, or in
connection with, any offer to or solicitation by anyone in any jurisdiction in which such offer or
solicitation is not authorized or to any person to whom it is unlawful to make such offer or solicitation.
Potential purchasers of EADS shares are required by EADS, the selling shareholders and the underwrit-
ers to inform themselves about and to observe any restrictions as to the offering of EADS shares and the
distribution of this offering memorandum. None of EADS and the selling shareholders nor any of the
underwriters accepts any legal responsibility for any violation by any person, whether or not a prospec-
tive purchaser of EADS shares, of any of such restrictions.

This offering memorandum is not being used in France in connection with the public, institutional or
employee offerings there. Offers and sales in connection with these offerings in France must be made
pursuant to the Prospectus Définitif, a French language document composed of a Note d’Opération
Préliminaire, a Note d'Opération Définitive and the Document de Référence relating to EADS which was
registered with the French Commission des opérations de bourse (the “COB”) on May 12, 2000 under
Number R 00-223. The Note d’Opération Préliminaire received the visa of the COB dated June 21, 2000
under Number 00-1119. The Note d’Opération Définitive received the visa of the COB dated July 9,
2000 under Number 00-1243.

This offering memorandum is not being used in Germany in connection with the public, institutional
and employee offerings there. Offers and sales in connection with these offerings in Germany must be
made pursuant to a prospectus (Verkaufsprospekt) to be publicly available in Germany.

This offering memorandum is not being used and should not be distributed in Spain in connection with
the public, institutional and employee offerings there. In Spain, EADS has requested mutual recogni-
tion of the Prospectus Définitive in accordance with Article 26 of Royal Decree 291/1992 of 27 March on
Issues and Public Offerings of Securities and filed with the Comision Nacional del Mercado de Valores
(the “CNMV?) a Folleto Informativo comprising a Spanish language version of the Prospectus Préliminaire
together with the Spanish supplement required by such law. Offers and sales in connection with the
public, institutional and employee offerings in Spain must be made pursuant to the Folleto Informativo,
which was registered on June 22, 2000, except for the translation of the Note d’'Opération Définitive,
which is to be filed with the CNMYV on July 10, 2000 under the mutual recognition regime. Copies of
the Folleto Informativo are available for inspection at the offices of the CNMYV, at the offices of the
Spanish Stock Exchanges, at the offices of the underwriters located in Spain and at the offices of EADS.

No document issued in connection with the sale of the EADS shares may be passed on in the United
Kingdom other than to persons who are authorized or exempt persons within the meaning of the
Financial Services Act 1986 (Investment Advertisements) (Exemptions) Order 1996 (as amended) (or any
order made thereunder) or to other persons of a kind described in Article 11(3) (other than 11(3)(c)) of
the Financial Services Act 1986 (Investment Advertisements) (Exemptions) Order 1996 (as amended).

THE SECURITIES OFFERED HEREBY HAVE NOT BEEN RECOMMENDED BY ANY
UNITED STATES FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY
AUTHORITY. FURTHERMORE, THE FOREGOING AUTHORITIES HAVE NOT CON-
FIRMED THE ACCURACY OR DETERMINED THE ADEQUACY OF THIS DOCUMENT.
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

The distribution of this offering memorandum and the offering and sale of the Shares in
certain jurisdictions may be restricted by law. EADS, the selling shareholders and the under-
writers require persons into whose possession this offering memorandum comes to inform
themselves about and to observe any such restrictions. For a further description of certain
restrictions on the offering and sale of the Shares, see “Underwriting” and “Transfer Restric-
tions.” This of fering memorandum does not constitute an offer of, or an invitation to purchase
any of the Shares in any jurisdiction in which such offer or invitation would be unlawful.
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NOTICE TO NEW HAMPSHIRE RESIDENTS

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR
A LICENSE HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE
REVISED STATUTES WITH THE STATE OF NEW HAMPSHIRE NOR 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 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 SECURITY OR A TRANSACTION
MEANS THAT THE SECRETARY OF STATE OF NEW HAMPSHIRE 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.

NOTICE TO UNITED STATES PERSONS

This offer, as well as the transactions described in this offering memorandum under which Aerospatiale
Matra shareholders are to receive EADS shares in exchange for Aerospatiale Matra shares simultane-
ously with the liquidation of Aerospatiale Matra, involve the securities of a foreign company. These
transactions are subject to disclosure requirements of a foreign country that are different from those of
the United States. Financial statements included in the document, if any, have been prepared in
accordance with foreign accounting standards that may not be comparable to the financial statements of
United States companies. It may be difficult for you to enforce your rights and any claim you may have
arising under the federal securities laws, since the issuer is located in a foreign country, and some or all
of its officers and directors may be residents of a foreign country. You may not be able to sue a foreign
company or its officers or directors in a foreign court for violations of the U.S. securities laws. It may be
difficult to compel a foreign company and its affiliates to subject themselves to a U.S. court’s judgment.
You should be aware that the issuer may purchase securities otherwise than under the exchange offer,
such as in open market or privately negotiated purchases.

The contents of EADS’ website are not part of this offering memorandum.



EADS SIMPLIFIED GROUP STRUCTURE
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For further information regarding the planned combination of Airbus activities in Airbus Integrated Company, see ‘“Recent Developments
and Outlook.”

(2) For further information regarding the allocation of this shareholding to Strategic Coordination, see “‘Business Description — Invest-
ment — Dassault Aviation.”

The percentages indicated in the chart above represent the direct and indirect holdings of EADS in the companies
concerned, excluding percentages held by other shareholders.



SUMMARY OF THE OFFERING MEMORANDUM

This summary bighlights information contained elsewbere in this offering memorandum. It is not complete
and may not contain all the information that you should consider before investing in the EADS shares.
Prospective investors should read this entire offering memorandum carefully, including the “Investment
Considerations” section beginning on page 18 and the financial statements beginning on page F-1.

DaimlerChrysler Aerospace AG (“Dasa AG”), DaimlerChrysler Luft- und Raumfabrt Holding Aktiengesell-
schaft (“DCLRH”), a 93.83% subsidiary of DaimlerChrysler AG (“DaimlerChrysler”), Lagardére SCA
(“Lagardeére”) and Société de Gestion de Participations Aéronautiques (“SOGEPA”) (a French state holding
company) have entered into an agreement to combine the activities of Aerospatiale Matra and Dasa AG (with
the exception of certain of its assets and labilities) (“Dasa”) into EADS. The same parties, together with
Aerospatiale Matra and Sociedad Estatal de Participaciones Industriales (“SEPI”) (a Spanish state bolding
company), bave entered into anotber agreement in order to integrate Construcciones Aeronauticas SA

(“CASA”) into EADS. See “Description of the EADS Transaction.”

For presentational purposes, this document presents the EADS group as it will be after the completion of the
contributions to be made by Aerospatiale Matra, Dasa AG and SEPI to EADS to combine the activities of
Aerospatiale Matra, Dasa and CASA into EADS (the “Completion”) and the global offering (these transac-
tions are together referred to as the “Transactions”). Where the context so requires, references in this offering
memorandum to the activities of EADS are, to the extent they relate to periods prior to the Completion, to the
activities conducted by Aerospatiale Matra, Dasa and CASA. References berein to “EADS” or the “Com-
pany” include EADS and its subsidiaries and affiliates after the Completion.

Various amounts and percentages have been rounded and, accordingly, may not total. EADS divisional
revenues are presented throughout this offering memorandum before adjustments and eliminations.

EADS

With pro forma combined annual revenues of over Euro 22.5 billion in 1999, EADS is Europe’s premier
aerospace and defense company and the third largest aerospace and defense company in the world. In
terms of market share, EADS is among the top two manufacturers of commercial aircraft, civil
helicopters, commercial space launch vehicles and missiles, and a leading supplier of military aircraft,
satellites and defense electronics. In 1999, it generated approximately 76% of its sales in the civil sector
and 24% in the military sector.

The creation of EADS marks a critical step in the consolidation of the European aerospace and defense
industries, started in December 1997 when a group of European heads of state and government invited
the major European companies in these industries to seek strategic and industrial mergers.

EADS combines the businesses of:

* Aecrospatiale Matra in the areas of commercial aircraft manufacturing (Airbus), military and
commercial helicopter manufacturing (Eurocopter), aircraft maintenance and conversion, space
systems (e.g., Arianespace, Astrium), missiles and telecommunications;

* Dasa in the areas of commercial aircraft manufacturing (Airbus), military and commercial
helicopter manufacturing (Eurocopter), military aircraft manufacturing (e.g., Eurofighter), mili-
tary and commercial aircraft maintenance and conversion, space systems (e.g., Arianespace,
Astrium), missiles, missile systems, telecommunications and defense systems; and

e CASA in the areas of commercial aircraft manufacturing (Airbus), military aircraft manufactur-
ing (e.g, Eurofighter), military transport aircraft manufacturing, military and commercial air-
craft maintenance and conversion, and space systems (Arianespace).

EADS plans to organize its activities in these areas into the following five divisions: (1) Airbus,
(2) Military Transport Aircraft, (3) Aeronautics (other than Airbus and Military Transport Aircraft),
(4) Space and (5) Defense and Civil Systems. For a simplified diagram depicting the organization of these
activities within these five divisions, see the illustration on the previous page.
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Divisions

Airbus. Airbus Industrie is one of the world’s leading suppliers of commercial aircraft of
more than 100 seats. Its market share of annual deliveries worldwide has grown steadily from
15% in 1990 to 32% in 1999. At December 31, 1999, its backlog of orders stood at 49% of total
worldwide backlog, representing a 10% increase in volume from December 31, 1998. Airbus
Industrie’s steady growth is also reflected in increased revenues, which rose from
Euro 11.6 billion in 1997 to Euro 13.3 billion in 1998 and Euro 16.7 billion in 1999. EADS
will hold 80% of the membership interests of Airbus Industrie and will share, to that extent, in
the economic success of Airbus Industrie. For 1999, the Airbus Division of EADS earned pro
forma revenues of Euro 12.6 billion, representing 54% of EADS’ total pro forma revenues.

Military Transport Aircraft. The Military Transport Aircraft Division (the “MTA Divi-
sion”’) manufactures and sells light and medium military transport aircraft and is responsible for
the A400M project regarding the development of a European heavy military transport aircraft.
In addition, the MTA Division produces and sells special mission aircraft, which are derived
from an existing platform and dedicated to a specialized military task, such as maritime
surveillance or antisubmarine warfare. The MTA Division is also involved in the aerostructures
business, acting as supplier to aerospace manufacturers worldwide.

Aeronautics. The Aeronautics Division conducts EADS’ aeronautics activities outside of the
Airbus and Military Transport Aircraft Divisions. Through Eurocopter, EADS is the world’s
leading producer of helicopters for the civil market and the leader in the European military
helicopter market. Management expects Eurocopter sales in the European military market to
increase substantially due to demand for the Tiger attack helicopter and the NH90 military
transport helicopter developed for a number of European governments. As one of the primary
developers of the Eurofighter, EADS is well positioned to become one of the leading manufac-
turers for this type of military combat aircraft. In addition to Eurocopter and Eurofighter, the
Aeronautics Division has significant businesses in the areas of regional aircraft (ATR), light
aircraft (Socata) and aircraft conversion and maintenance (Sogerma and EFW). For 1999, the
Aeronautics Division earned pro forma revenues of Euro 4.3 billion, representing 18% of
EADS’ total pro forma revenues.

Space. EADS is the third largest space systems manufacturing company in the world after
Boeing and Lockheed Martin, and the leading European supplier of satellites, orbital infrastruc-
ture and launchers. Largely through its subsidiaries Astrium and Aerospatiale Matra Lanceurs
(AML) and its business unit, CASA space division, the EADS Space Division designs, develops
and manufactures satellites, orbital infrastructure and launchers. EADS also provides launch
services, as well as services related to telecommunications and earth observation satellites,
through its shareholdings in Arianespace and other service providers. Furthermore, EADS is
active in the fields of optronics (e.g., earth and star sensors) and laser technologies through its
subsidiaries SODERN and CILAS. For 1999, the pro forma revenues of the Space Division
amounted to Euro 2.5 billion, or 11% of EADS’ total pro forma revenues.

Defense and Civil Systems. The Defense and Civil Systems division (the “DCS Division”)
is active in the fields of missiles and missile systems, defense electronics, telecommunications
and services. Based on 1999 revenues, EADS is the largest manufacturer of tactical missile
systems in Europe and the second largest in the world. EADS is the third largest supplier of
defense electronics in Europe and, with its partner Nortel Networks, plays a significant role
among multinational telecommunications companies active in the military and civil markets.
On a pro forma basis, the DCS Division earned revenues of Euro 3.8 billion for 1999,
representing 16% of EADS’ total pro forma revenues.




Strategy

EADS is a recognized leader in almost every sector of its operations, in significant part due to the
longstanding collaboration among Aerospatiale Matra, Dasa and CASA in various major projects,
including the Airbus consortium, Eurocopter, Eurofighter and Arianespace. The management of EADS
(‘“Management”’) expects the integration of Aerospatiale Matra, Dasa and CASA to build upon these
existing areas of successful cooperation by providing EADS with (1) a reinforced marketing organization
with a stronger customer relationship network, (2) an extended global reach, (3) a more cohesive
management structure, (4) a broader technological base and additional engineering expertise, and
(5) greater economies of scale.

EADS’ objective is to be among the top two companies in every major market that it serves. EADS is
positioning itself to compete and prosper in industries undergoing structural consolidation, and to play
an enlarged role in a new competitive environment. The integration of Aerospatiale Matra, Dasa and
CASA will entail a wide range of initiatives designed not only to improve margins, but also to enable
EADS to take better advantage of future market opportunities in its core businesses, to respond better
to the demands of its customers in its European home markets and to enlarge its export markets.
Through this integration, EADS aims to maximize value for its shareholders and customers, and to be
highly attractive to its employees.

To achieve this goal, EADS intends to embark on the following key strategic steps:

* Capture integration benefits inherent in businesses that have been successfully cooper-
ating for many years. Joint programs among Aerospatiale Matra, Dasa and CASA account
for approximately 70% of EADS’ total revenues. A unified management and shareholder
structure will enable these joint businesses to execute their strategies more effectively and to
apply a cross-divisional cooperation approach when appropriate.

* Reap combination synergies. EADS intends to realize synergies by rationalizing business
portfolios and marketing systems, eliminating duplication, harmonizing processes, optimizing
research and development expenses and activities, strengthening its purchasing position and
coordinating its bidding processes. These measures will aim at increasing margins and boosting
profitability across product areas. Overall, EADS believes that these synergies will enable it to
achieve its medium-term objective of an operating margin of 8% by 2004 (after taking into
account Airbus development of the A3XX family of ultra-large aircraft and before amortization
of goodwill). See “Recent Developments and Outlook.”

* Drive the consolidation process in the aerospace and defense industry. Aerospatiale
Matra, Dasa and CASA collectively have a long and successful history of participation in
almost every major European aerospace and defense industry partnership. They have worked in
partnerships not only with each other (e.g, Airbus consortium, Eurocopter, Eurofighter, and
Arianespace), but also with other major European and American companies. EADS offers
greater scale and a wider range of products and expertise than its individual founders, and
consequently will be better positioned to lead the consolidation in its industry. In particular, it
anticipates improved opportunities to initiate strategic alliances with the greatest long-term
potential to expand market presence and share and to maximize profitability. Management
believes that the benefits of this strategic positioning have already been demonstrated by the
announcement in April 2000 of a prospective joint venture between EADS and Finmeccanica to
create an European military aircraft company, strengthening their position in military aircraft
and aerostructures.

Moreover, EADS is pursuing a number of other promising consolidation initiatives, such as
(1) the consolidation of the European missile systems activities of EADS, Finmeccanica and
BAE SYSTEMS plc, (2) the enlargement of Astrium’s satellites and orbital infrastructure
activities with the contribution of Finmeccanica’s Alenia Spazio assets, (3) the creation of the
Airbus Integrated Company, which would combine the Airbus interests of EADS and BAE
SYSTEMS into a single company, (4) potential transatlantic partnerships with key U.S. players
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to gain better access to the American defense market, and (5) participation in privatizations of
aerospace and defense companies. See “Recent Developments and Outlook.”

* Exploit the enlarged technological base to satisfy client demands for complex, inte-
grated solutions. EADS intends to leverage the combined technological expertise of Aeros-
patiale Matra, Dasa and CASA to satisfy the most stringent and complex customer
specifications and to develop strongly differentiated applications. EADS plans to continue the
focus of the three companies on state-of-the-art technology and innovation. Management
believes that the integration of Aerospatiale Matra, Dasa and CASA will provide EADS with a
technological platform that enhances its capability to innovate at the highest level across a
broad spectrum of product areas and to meet customer demands through a range of new-
generation products.

The Company’s headquarters are located at Drentestraat 24, 1083 HK Amsterdam, The Netherlands.
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Total Shares offered.................

Shares offered by EADS.........

Shares offered by the Selling
Shareholders.............cc.ccccoeo.

Over-allotment option .............

The global offering..................

Preferential allocation..............

Offering price ........ccccccoccueunee.

Listing

THE GLOBAL OFFERING

144,807,407 ordinary shares, par value Euro 1.00 per share, of
EADS (“Shares”) (excluding the wunderwriters’ over-allotment
option).

92,556,965 Shares (including up to 12,222,385 Shares in the em-
ployee offering).

52,250,442 Shares, of which 26,188,461 Shares by the French State,
10,955,472 Shares by Lagardére (including 6,257,160 Shares
through MCP, a French société anonyme wholly owned by Lagardére)
and 15,106,509 Shares by Istroise de Participations (the ‘‘French
Financial Institutions’”), which is a company jointly owned by BNP

PARIBAS and AXA.

The underwriters have an option to purchase up to an additional

21,721,006 Shares from EADS and the selling shareholders.
The global offering consists of:

(2) an international offering of 52,250,442 Shares to institutional
investors in Europe, the United States and other jurisdictions,

(b) a retail offering of 80,334,580 Shares to individuals in France,

Germany and Spain, and

(c) an offering of up to 12,222,385 Shares to qualifying employees
of EADS.

Shares offered by EADS in the employee offering are not being

underwritten.

The aggregate number of Shares to be sold to retail investors in the
public offering are being preferentially allocated by the underwriters
to:

* eligible shareholders of Aerospatiale Matra and
* individuals who submitted orders on or before July 3, 2000.

For further details on the preferential allocation, see
(13 b b
Underwriting.

The price per Share offered to institutional investors is Euro 19.00.
Individuals participating in the retail offering in France, Germany
and Spain are being offered Shares at Euro 18.00 per Share, reflecting
a discount of Euro 1.00 from the price per Share offered to institu-
tional investors. In addition, qualifying employees of the EADS
group are being offered Shares at a price of Euro 15.30 per Share,
representing a discount of 15% from the retail offering price.

EADS expects to list the Shares on the Premier Marché of
ParisBourse ™ SA (the “Paris Stock Exchange”), in amtlicher Handel
on the Frankfurter Wertpapierbirse (the ‘‘Frankfurt Stock Exchange”)
and on the Madrid, Bilbao, Barcelona and Valencia Stock Exchanges
(the “Spanish Stock Exchanges”).
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Proposed Symbol for Paris,
Frankfurt and Spanish Stock
Exchanges...........ccccoovviinnne.

“When issued” trading...........

Settlement.......cccooovvveveveeeeeennn.

Identification number
of Shares.....ccccoevvevvevceeeeeeaeann,

Shares outstanding after the
global offering ..........................

Share ownership .......................

Trading of the Shares on a “when issued” basis is expected to
commence on July 10, 2000.

The Shares will be delivered in book-entry form through the facili-
ties of SICOVAM S.A., Clearstream Banking AG, Servicio de Com-
pensacion y Liquidacion de Valores, S.A. (“SCLV”’), Euroclear or
Clearstream Banking S.A. (formerly Cedelbank). Accordingly, per-
sons purchasing Shares must receive delivery of them through an
account with a financial institution that is a member of one of these
clearing systems. Each person owning an interest in Shares must rely
on the procedures of the relevant clearing system and institutions
having agreements with them to exercise or be entitled to any rights

of a shareholder.

It is expected that delivery of the Shares will be made against
payment thereof in immediately available funds on or about July 13,
2000. Except to the extent required to effect the initial delivery of
the Shares on this third day after the beginning of “when issued
trading,” transactions on the Frankfurt Stock Exchange must be
settled on the second business day following the trade. Transactions
on the Paris Stock Exchange and the Spanish Stock Exchanges must
be settled on the third business day following the trade, subject to
certain exceptions for the Paris Stock Exchange.

The ISIN number for the Shares is NL 000 023 519 0.

Each of EADS and the French State, SOGEPA, Lagardére, MCP
SOGEADE, the French Financial Institutions, DaimlerChrysler,
Dasa AG and SEPI have agreed that, during a period of 180 days
from the date of this offering memorandum, it will not, subject to
limited exceptions, dispose of, directly or indirectly, Shares or any
securities convertible into or exercisable or exchangeable for Shares,
without the prior written consent of the representatives of the
underwriters. For further details, see “Underwriting.”

809,610,793 Shares (assuming full exercise of the underwriters’
over-allotment option and issuance of 12,222,385 Shares in the
employee offering).

After the global offering (assuming full exercise of the underwriters’
over-allotment option, the issuance of 12,222,385 Shares in the
employee offering and exercise in full of the employee stock options
granted for the purchase of 5,214,884 Shares), 30% of the EADS
Shares will be held by Société de Gestion de 1’Aéronautique de la
Défense et de I’Espace (“SOGEADE”), a French partnership limited
by shares (société en commandite par actions) whose share capital will
be held (a) 50% by SOGEPA and (b) 50% by Désirade (a French société
par actions simplifiée whose share capital will be held by Lagardére
(74%) and the French Financial Institutions (26%)). For a discussion of
certain relationships between Lagardére and the French Financial
Institutions, see “‘Principal and Selling Shareholders — Transfer of
EADS Shares” and ‘“‘Description of the EADS Transaction — Imple-
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Use of proceeds

mentation of the Business Combination Agreements — Creation of
SOGEADE and Désirade.” Dasa AG, an indirect subsidiary of
DaimlerChrysler, will own 30% of the EADS Shares. Thus, 60% of
the EADS Shares will be held in equal proportions by SOGEADE
and DaimlerChrysler, who will jointly control EADS through a
Dutch law contractual partnership (the “Contractual Partnership”).
SEPI, also being a party to the Contractual Partnership, will hold
5.48% of these Shares. The public (including EADS employees) will
directly hold 30.65% of these Shares and DaimlerChrysler and the
French State will directly hold 2.73% and 1.14% of these Shares. For
further details, see “Principal and Selling Shareholders.”

The net proceeds to EADS from the global offering, after expenses,
underwriting commissions and offering price discounts for retail
investors and employees, are estimated to be approximately
Euro 1.581 billion (assuming full exercise of the underwriters’ over-
allotment option). EADS intends to use its net proceeds from the
global offering to strengthen its capital structure, which in turn will
enable it to use planned cash flow to pursue projects supporting its
strategic objectives. See “Business Description.” For instance, EADS
expects this strengthened capital structure will allow it to respond
swiftly as global acquisition and alliance opportunities arise in the
consolidating aerospace and defense industries. A stronger financial
position would also enable EADS to timely adapt its development
and investment programs, notably in new aircraft, as well as its
manufacturing operations as market conditions dictate, especially in
the commercial aviation segment.
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SUMMARY PRO FORMA FINANCIAL INFORMATION

The following summary unaudited pro forma combining statements of income and balance sheets of
EADS have been prepared to illustrate the pro forma effects of the transactions combining Aerospatiale
Matra, Dasa and CASA to form EADS. The unaudited pro forma combining statements of income give
effect to these transactions as if they had occurred on January 1, 1997. The unaudited pro forma
combining balance sheets give effect to these transactions as if they had occurred on December 31,
1999. The unaudited pro forma combining financial information does not reflect the proceeds that may

be raised in the global offering.

EADS has prepared the unaudited pro forma combining financial information, and intends to present its
future consolidated financial statements, in accordance with International Accounting Standards
(“IAS”), except that all development costs will be expensed as incurred. IAS require that development
costs be capitalized as an intangible asset in the period in which they are incurred if certain criteria for
asset recognition are met. As a result, future audit opinions on EADS’ financial statements will contain a
qualification for this departure from IAS.

The summary unaudited pro forma combining financial information has been derived from the following
financial information included in this document:

* the audited combined financial statements of Dasa and the audited financial statements of
CASA for 1997, 1998 and 1999, as well as the audited consolidated financial statements of
Aerospatiale Matra for 1999 (the “Audited Financial Statements”);

* the unaudited pro forma combined financial information of Aerospatiale Matra for 1997 and
1998 (the “Unaudited Aerospatiale Matra Pro Forma Financial Information”); and

* the reconciliations of these Audited Financial Statements and the Unaudited Aerospatiale
Matra Pro Forma Financial Information to IAS as adopted by EADS (the “IAS
Reconciliations’).

The audited combined financial statements of Dasa do not reflect the results of operations attributable
to, or the value of assets and liabilities, which are not to be contributed to EADS, in particular the aero
engine manufacturing and maintenance activities of MTU Miinchen GmbH and its subsidiaries
(“MTU”) and certain other activities. In this document, all references to financial statements, balance
sheets, statements of income and statements of cash flows of Dasa refer to the audited combined
financial statements of Dasa included in this document. Dasa is defined for this purpose in Note 1 of
such audited combined financial statements.

The summary unaudited pro forma combining financial information is provided for illustrative
purposes only and does not purport to represent what the financial position, results of opera-
tions or cash flows of EADS would actually have been if the transactions creating EADS had
occurred as of the dates indicated or to project the combined financial position, results of
operations or cash flows for any future date or period. The summary unaudited pro forma
combining financial information should be read in conjunction with “Pro Forma Combining
Financial Information,” “Management’s Discussion and Analysis of Financial Condition and
Results of Operations,” the Audited Financial Statements, the separate audited financial state-
ments of Aerospatiale and Matra Hautes Technologies (“MHT”), the Unaudited Aerospatiale
Matra Pro Forma Financial Information and the IAS Reconciliations, and related notes thereto,
contained elsewhere in this of fering memorandum.
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Unaudited Pro Forma Combining Statements of Income for the

Years Ended December 31, 1997, 1998 and 1999

Year ended December 31,

1997 1998 1999
(in millions of Euro)
REVEIIUES. ...ttt ettt ens 18,865 20,584 22,553
COSE Of SALES. .. veiieiieeieeeeeee ettt (15,270) (16,489) (18,278)
GrOSS MATGIN...vviiiiiiiiiiicc e 3,595 4.095 4.275
Selling, administrative and other expenses...........cccccccvuviiniiiiencnnace. (2,377) (2,378) (2,213)
Research and development expenses ........cccccceeeiriniririeieicccnininnnns (1,090) (1,232) (1,324)
Other INCOME ...viivviceiieiieeeeeeeeee ettt eaean 458 710 475
GoodWill depreciation .........cocovveeeeeeueucinininieieieeieeeee e (403) (410) (398)
Income before financial income and income taxes ...........ccccovveennnn.. 183 785 815
Financial income (EXPEnSe), NET.....cceririririruereueueerininerieiereieeeereneeenes (1,747) 1,005 (1,846)
Income (loss) before INCOME tAKES .vevvveevvieieeeeeieeeeieeeeeeee e (1,564) 1,790 (1,031)
TGO TAKES.veiiieeeieieeiee ettt e e e e eaaeeeenaeas 596 (585) 24
MINOTILY INTETESTS. ..civiviviviiiiiiriiiriiiieierceierce e (15) (16) )
Net INCOME (L0SS) .uiieueiiiiieeiieeie ettt et saeesae e (983) 1,189 (1,009)
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Unaudited Pro Forma Combining Balance Sheets as at December 31, 1998 and 1999

Assets

Intangible aSSELS.......cccoiiiiiiiiiiiiiiiicccc s
Property, plant and equipment, NEt ........cccceriueiiiiiiiniiiiciicccceeeeaee
Investments and long-term financial assets ..........cccocceeviiiiiiiiiiiiiiiiicennes

FEXOA ASSEES ..ot e et ee e e e e e e e eeeeeeeeeeeseae e e e enaeeaa

I VEIIEOTIES . vttt e e e e e et e e eaae e e eareeeeaeens
Trade TeCEIVADLES...ucicviiieieeeie et
Other TCEIVADLES ....uviiieeiiieeieee ettt eeeaae e
SECUTITIES e ivveeetreeeee ettt ettt ettt e et e et e e eae e e e e e e e eaeeeetaeeeaeeeeseeeseeeseeereeenns
Cash and cash equivalents...........ccocoiiiiiiiiiiiic

1)

INODA IXEA ASSELS 7 ...ttt e e e e e e eeee e e e e e e e e eeaeen

Deferred taxes .........cccoviviiieiiiiiiiiieeccc e
Prepaid eXPenses .............ccceuiuiuiiiiniiiiiiiiccec e

TOTAL ASSEES ..ot et e e e e e e eeaee st eeere e s e enns

Liabilities and stockholders’ equity

Stockholders’ equity...........ccccoooiiiiiiiiiiiii

MIDNOTity INEEIESES......cooviviiiiiiiiiiiiiieicieceec e
Accrued Habilities .........c.oooooviiviiiiiiiiiieceeeeeeee e
FInancial Jabilities....ovuiiiiiiiiiiiecie ettt
Trade LHabDIlities .oocueeieeeiieieeeie ettt
Other HaDIIITIes. c.vee ittt ettt ea e s eesaeeeaae e
LAaDALItIES ..o

DfrTed TAXES ....oooeeeeieeeeeeeeeeee et
Deferred INCOME. ......coeeeeeeeeeeeeeeeeeeeeeeee et eee e e seeeeeeeeaee e

Total Liabilities............ccccccoiiiiiiiiiiiiiii e
Total liabilities and stockholders’ equity .............cccccovviiiiiiiiiinns

(1) Including amounts to be realized in excess of one year.

Orders Booked (Pro Forma)""

Division

ATIDUS ..o
Military Transport AIrcraft ........cccooeciiiiiiiiiiiiiiiiiiccceec e
ACTONAULICS ..vviiiiiiiici bbb

Year ended
December 31,

1998 1999

(in millions of
Euro)

7,854 7,710
7,452 7,950
3,109 3,931

18,415 19,591

1,501 1,045
4,069 4,509
3,055 3,360

722 1,575
4,132 3,175

13,479 13,664

1,614 1,734
474 651

33,982 35,640

9,763 8,123

104 159
5,963 7,421
4,511 5,696
3,896 3,734
6,054 6,416

14,461 15,846
1,633 1,345
2,058 2,746

24,219 27,517

33,982 35,640

Year ended December 31,

1997 1998 1999

(in billions of Euro)

20.5 254 20.7
0.0 0.2 0.6
4.5 5.9 49
3.3 2.9 2.2
4.5 5.2 43

32.8 39.6 32.7
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Order Backlog (Pro Forma)"

As at December 31,
1997 1998 1999
(in billions of Euro)

Division

AGEBUS oo 493 634 79.5
Military Transport AIrcraft .........cccooceiiiiiiiiiiiiiieiccccceccecaes 0.4 0.3 0.7
AACTONAULICS .t e ettt e et eete e e e et e e e eate e e e enaeeeeeteeeeeaeeeeeseeeesnreeeeanes 5.4 7.7 8.8
SPACE ...t 6.6 4.8 4.4
Defense & Civil Systems ........ccccociiiiiiiiiiiiiiiiiiiiiicccccc s 6.9 8.4 9.0
TOTAL ..ottt ettt e et e eaeesaaeesaaeas 68.6 84.6 102.4

(1) Without options.

(2) Based on catalog prices.

The pro forma order backlog at the end of 1999 was equivalent to approximately four years of pro forma
revenues at 1999 levels.
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INVESTMENT CONSIDERATIONS

Prior to making an investment decision, prospective purchasers of the Shares should carefully consider all of the
following investment considerations as well as other information contained in this offering memorandum.

Aircraft Market Cyclicality

In 1999 the pro forma combined revenues generated from EADS’ Airbus and ATR segments represented more
than half of EADS’ pro forma combined revenues. Historically, the commercial passenger aircraft market has
shown cyclical trends due in part to the sensitivity of passenger demand in the air travel market to growth in gross
domestic product (GDP). The growth in EADS’ commercial aircraft activities has consequently been closely
correlated to growth in GDP. Other factors, however, play an important role such as the average age and technical
obsolescence of the fleet relative to new aircraft, passenger load factors, airline pricing policies and deregulation.
EADS expects that the market for passenger aircraft will continue to be cyclical and downturns in broad economic
trends may have a negative effect on its future results of operations and financial condition.

Dependence on Defense Spending

In 1999, a significant portion of EADS’ pro forma combined revenues was derived from defense spending. In any
single market, defense spending depends on a complex mix of geopolitical considerations, budgetary constraints
and the ability of the armed forces to meet specific threats and perform certain missions. Defense spending may be
subject to significant fluctuations from year to year. As a result, adverse economic and political conditions or
downturns in broad economic trends in EADS’ defense markets may have a negative effect on EADS’ future
results of operations and financial condition.

Competition and Market Access

Most of EADS’ businesses are subject to significant competition, in particular the commercial aircraft market,
where, in the past, Airbus has been affected by downward price pressure resulting from such competition. EADS
believes that the underlying cause of such price competition has been mitigated by the ongoing restructuring in
the industry. Subsequent to Boeing and Airbus announcing in 1998 increases in their catalog prices of 5% and 3%,
respectively, EADS has witnessed a tightening of aircraft unitary prices for new aircraft contracts. No assurance
can be given that the price competition of recent years will not resume.

In addition, the contracts for many aerospace and defense products are awarded, implicitly or explicitly, on the
basis of home country preference. The EADS combination will provide a broader domestic market constituency
but EADS may be at a competitive disadvantage in certain countries, especially outside of Europe, in relation to
local contractors for certain products. The strategic importance and political sensitivity attached to the aerospace
and defense industries means that political considerations will persist for many products for the foreseeable future.

Export Controls and Other Regulations

The export market is a significant market for EADS. In addition, many of the products EADS designs and
manufactures for military use are considered to be of national strategic interest. Consequently the export of such
products outside of EADS’ domestic markets may be restricted or subject to licensing and export controls, notably
by the United Kingdom, France, Germany and Spain, where EADS carries out its principal military activities.
There can be no assurance that the export controls to which EADS is subject will not become more restrictive, that
new generations of EADS products will not also be subject to similar or more stringent controls or that
geopolitical factors will not make it impossible to obtain export licenses for one or more clients. Reduced access to
military export markets may have a material adverse effect on EADS’ financial position and results of operations.

EADS is also subject to a variety of other governmental regulations which may adversely affect its business and
financial condition, including among others, regulations relating to the protection of the environment, the use of
its products, labor practices and dealings with foreign officials. In addition, EADS’ ability to market new products
and enter new markets may be dependent on obtaining government certifications and approvals in a timely
manner.

Exposure to Emerging Markets

EADS sells a significant portion of its products in a number of emerging markets and has operations in certain
emerging markets. The principal emerging markets that affect EADS’ results of operation are in Asia and the
Middle East. While such markets have historically experienced high growth overall, such growth has been highly
erratic and often negative over given periods. As compared to EADS’ U.S. and European markets, emerging
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markets are more likely to suffer from economic risks such as inflation, currency devaluation and restrictions on
currency movements, which may affect the value in Euro of EADS’ assets, liabilities and earnings in these
markets. Other risks inherent in these markets include potential difficulties in the importation of raw materials
and uncertainty stemming from local tax and employment laws.

Exposure to Foreign Currencies

The majority of EADS’ pro forma combined revenues are earned in U.S. dollars and a significant portion of EADS’
costs and expenses are denominated in Euro, which creates an exchange rate exposure. EADS has, therefore,
implemented an exchange rate strategy in order to manage and minimize such exposure. In order to match the
dollar receivables and other exposures, arising mainly from Airbus Industrie, EADS manages a long-term hedging
portfolio with a maturity of three and a half years that is composed mostly of forwards and synthetic forwards.
EADS’ policy is to cover only firm identified net exposures. No assurances may be given that EADS’ exchange rate
hedging strategy will protect it fully from significant changes in the rate of the dollar to the Euro and that such
changes will not affect its results of operations and financial condition.

EADS’ pro forma combined revenues, costs, assets and liabilities denominated in currencies other than the Euro
are translated into the Euro for the purposes of compiling its financial statements. In the past, changes in the value
of the dollar relative to the currency of accounting of the companies making up EADS have affected these
companies’ financial condition, profitability, results of operations and cash flows, as reported in their financial
statements. Further changes may have a material adverse effect on these items for EADS.

Under international accounting standards, hedges which are not designated as hedges of specific assets, liabilities
or customer orders, are marked-to-market and any resulting unrealized gains or losses are recognized as financial
income or expense. EADS plans to so designate hedges in the future. However, until the results of such policy are
fully realized, the effect of mark-to-market accounting treatment on its financial statements could be large
fluctuations in its financial income or expense. For example, over the three-year period ended December 31, 1999,
EADS experienced, on a pro forma basis, large fluctuations from substantial accounting losses to substantial
accounting gains. Given the relative weakness of the Euro against the dollar during the first half of 2000, EADS
expects to report substantial financial expense for such period relating to the mark-to-market of its hedges. This
accounting treatment will not impact EADS’ cash position and cash flows.

Currency exchange rate fluctuations in those currencies other than the U.S. dollar in which EADS incurs its
principal manufacturing expenses (mainly the Euro) may have the effect of distorting competition between EADS
and competitors whose costs are incurred in other currencies. This is particularly true with respect to fluctuations
relative to the U.S. dollar, as many of EADS’ products and those of its competitors are priced in U.S. dollars.
EADS’ ability to compete with competitors may be eroded to the extent that any of EADS’ principal currencies
appreciates in value against the principal currencies of such competitors.

Availability of State Financing

In prior years, EADS and its principal competitors have benefited from state financing of product development.
Although since the early 1990s, the amount of state spending in EADS’ markets has declined, EADS has
witnessed recently some positive responses from certain governments in relation to the financing of new products.
No assurances can be given that such financing will continue to be made available. In 1992, the European Union
and the United States entered into an agreement that limits the amount of financial support that governments may
provide to civil aircraft manufacturers.

Technologically Advanced Products and Services

Most of the products developed and manufactured by EADS are technologically advanced and sometimes novel
systems that must function under demanding operating conditions. Even though EADS believes it employs
sophisticated design, manufacturing and testing practices, there can be no assurance that EADS’ products will be
successfully developed or operated or that they will be developed or will perform as intended. Certain of EADS’
contracts require it to forfeit part of its expected profit, to receive reduced payments, to provide a replacement
launch or other product or service, or to reduce the price of subsequent sales to the same customer, if any, if its
products fail to perform adequately. Performance penalties also may be imposed should EADS fail to meet delivery
schedules or other measures of contract performance. EADS, like other organizations, has experienced occasional
product failures and other problems, including with respect to certain of its launch vehicles and satellites and there
can be no assurances that such problems will not occur in the future. In addition to any costs resulting from
product warranties, contract performance or required remedial action, such failures may result in increased costs or
loss of revenues and may also have a significant adverse effect on the competitive reputation of EADS’ products.

19



Product Liability and Warranty Claims

EADS designs, develops and produces a number of high profile products of large individual value, particularly
civil and military aircraft and space equipment. EADS is subject to the risk of product liability and warranty claims
in the event that any of its products fail to perform as designed. While EADS believes that its insurance programs
are adequate to protect it from such liabilities and that no material claims have been made against it, no assurances
can be given that claims will not arise in the future or that such insurance cover will be adequate.

Increasing Industry Consolidation

The aircraft, defense and space industries are highly concentrated with a small number of large international
competitors dominating these markets. These industries are currently experiencing substantial consolidation
through mergers, joint ventures and alliances including the EADS combination. Industry consolidation reflects in
part increasing competitive pressures and the contraction of certain markets. EADS expects this trend to continue
in the near future, and intends to examine carefully any opportunity to participate in such mergers, joint ventures
and alliances. EADS’ ongoing strategy in this regard and the number and quality of the opportunities available to
EADS will be influenced by the pace at which the aircraft, space and defense industries are reorganized.

Dependence on Consortia, Joint Ventures and Equity Holdings

EADS generates a substantial proportion of its revenues through various consortia, joint ventures and equity
holdings and believes that its alliances and partnerships are a source of competitive advantage. These arrangements
include primarily: (1) three principal consortia: the Airbus Industrie consortium (a French law Groupement d’Intérét
Economique or GIE) in which EADS holds an aggregate interest of 80%; the ATR GIE, in which EADS has a 50%
interest, and the Eurofighter consortium in which EADS has a 46% interest; (2) two principal joint ventures:
Astrium in which EADS holds an aggregate 66% interest and Matra BAE Dynamics (“MBD”) in which EADS
holds a 50% interest; (3) majority interests: (a) Dornier GmbH: DADC Luft- und Raumfahrt Beteiligungs AG
(“DADC”), which is 75% held by EADS, has a 57.55% interest in Dornier GmbH; (b) a newly incorporated
telecommunications company, EDSN, in which EADS holds a 55% interest; and (c) LFK-Lenkflugkérpersysteme
GmbH (“LFK”) in which EADS has a 74.2% interest; and (4) minority interests: Dassault Aviation in which EADS
holds a 45.76% interest; Matra Nortel Communications (‘“MNC”’) in which EADS has a 45% interest; Nortel Dasa
in which EADS in conjunction with Dornier has a 42% interest; and Embraer in which EADS has a 5.7% interest.
The formation of partnerships and alliances with other market players is an integral strategy of EADS and the
proportion of sales generated from consortia, joint ventures and equity holdings may rise in future years. This
strategy may from time to time lead to changes in the organizational structure or realignment in the control of
EADS’ existing joint ventures.

EADS exercises varying and evolving degrees of control in the consortia, joint ventures and equity holdings in
which it participates. While EADS seeks to participate only in ventures in which its interests are aligned with
those of its partners, the risk of disagreement or deadlock is inherent in a jointly controlled entity, particularly in
those entities that require the unanimous consent of all members with regard to major decisions and specify
limited exit rights. The other parties in these entities may also be competitors of EADS, and thus may have
interests which differ from those of EADS.

In addition, in those holdings in which EADS is a minority partner or shareholder (notably Dassault Aviation and
Embraer), EADS’ access to the entity’s books and records, and as a consequence, EADS’ knowledge of the entity’s
operations and results, is generally limited as compared to entities in which EADS is a majority holder or is
involved in the day-to-day management.

Integration and Rationalization Process

The EADS combination will require EADS to integrate and rationalize substantial and complex businesses. There
can be no assurance that EADS will not encounter difficulties in integrating the operations of Aerospatiale Matra,
Dasa and CASA or that EADS will be able to improve its margins and reduce its costs. The integration and
rationalization of Aerospatiale Matra, Dasa and CASA will involve inherent uncertainties such as the effect of a
new organization and the availability of management to oversee the operations and manage the human resources of
the combined businesses as well as to develop and capitalize on potential synergies between these businesses. The
integration and rationalization process will present many challenges such as the development of EADS-wide
internal controls, the renewal of collective bargaining agreements upon their expiration, the harmonizing of
retirement plans and employee benefits and the mixing of corporate and national cultures. Any material delays or
unexpected costs incurred in connection with such integration and rationalization could have a material adverse
effect upon EADS’ financial condition and results of operations.
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Control of EADS — Controlling Shareholding

After the Transactions, 60% of the share capital of EADS will be held equally by DaimlerChrysler and
SOGEADE, who will jointly control EADS, through a Dutch Contractual Partnership. Under the terms of an
agreement, no major decision may be taken without the cooperation of both of these shareholders. In addition, the
French State has been granted the right to block certain strategic decisions regarding the transfer of or the creation
of a security interest over the assets related to the prime contractor status, design, development, or integration of
ballistic missiles or EADS’ majority interest in Cilas, Sodern, Nuclétudes and GIE Cosyde. In addition, SEPI has
been granted the right to block any decisions relating to any major change to the CASA Industrial Plan (as defined
in the CASA Business Combination Agreement) and/or its implementation (the “CASA Matters”’) during a three-
year period following Completion. The goal of these and other similar provisions contained in the agreements
governing the relationship between the principal shareholders is to establish a stable group of shareholders
controlling EADS for a period of at least three years following Completion.

Certain Shareholders’ Obligation to Sell Shares

In addition to shares of EADS directly or indirectly held through the Dutch Contractual Partnership, the French
State, Lagardére and the French Financial Institutions will directly own EADS shares if the underwriters do not
purchase all of these shares by exercising their over-allotment option in full. Lagardére has agreed to purchase such
EADS shares from the French Financial Institutions at the end of the exercise period of the over-allotment option.
Each of the French State and Lagardére has further agreed that it will sell any shares that it would hold as a result
of an incomplete exercise of the over-allotment option (including, in the case of Lagardére, those shares purchased
from the French Financial Institutions) within the 18 months period following the global offering. For further
details, see “Principal and Selling Shareholders.” Consequently these shares could be sold in the capital markets
after the end of the six-month lock-up period during which these shareholders are restricted by the underwriting
agreement from selling EADS shares. See “Underwriting.”

Research and Development

The business environment in many of EADS’ principal operating business segments is characterized by extensive
research and development costs requiring significant upfront investment. Business plans underlying such invest-
ment contemplate a long payback period before this investment is recouped. There can be no assurances that the
market assumptions and consequently the payback period contemplated by such business plans will be met.

Environmental Regulations and Liabilities

Together with other companies in the principal industries in which it operates, EADS is subject to numerous
European Union, national, regional and local environmental laws and regulations concerning emissions into the
environment, discharges to surface and subsurface water and the disposal and treatment of waste materials. EADS
undertakes considerable efforts to comply with these laws and regulations, and incurs capital and operating
expenditures in connection therewith. EADS believes that its current operations are in substantial compliance
with all applicable environmental regulations. Furthermore, EADS believes that it is currently capable of meeting
the expected elevation of environmental standards imposed by current laws or regulations, including increasingly
stringent environmental product quality standards which will be implemented over the next few years, without
incurring significant capital expenditure. However, there can be no assurance that increased capital expenditures
and operating costs resulting from future environmental regulations will not adversely affect EADS results of
operations and financial condition.

Forward-Looking Statements

Certain of the statements contained in this offering memorandum are not historical facts but rather are statements
of future expectations and other forward-looking statements that are based on management’s current views and
assumptions and involve known and unknown risks and uncertainties that could cause actual results, performance
or events to differ materially from those expressed or implied in such statements. Such forward-looking statements
include, without limitation, certain statements made in the sections hereof entitled ““Summary of the Offering
Memorandum,” “Investment Considerations,” ‘“Management’s Discussion and Analysis of Financial Condition
and Results of Operations,” “Business Description” and ‘“Recent Developments and Outlook.” Forward looking
statements are subject to uncertainty due to, among other factors:

* General economic and labor conditions, including in particular economic conditions in Europe and North
America,
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* Consolidation among competitors in the aerospace industry,
* The costs of developing, and the commercial success of, new products,

* Ability to successfully integrate the activities of Aerospatiale Matra, Dasa and CASA and to control costs
and maintain quality,

* Exchange rate and interest rate spread fluctuations between the Euro and the U.S. dollar and other
currencies.

The Company cautions that these statements are further qualified by the “Investment Considerations” disclosed
herein that could cause actual results to differ materially from those in the forward looking statements. The
Company undertakes no obligation to update or revise any forward looking statements, whether as a result of new
information, future events or otherwise.
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USE OF PROCEEDS
The Selling Shareholders will receive the proceeds of the Shares they sell in the global offering.

EADS intends to use its net proceeds from the global offering to strengthen its capital structure, which in turn
will enable it to use planned cash flow to pursue projects supporting its strategic objectives. See ‘‘Business
Description.” For instance, EADS expects this strengthened capital structure will allow it to respond swiftly as
global acquisition and alliance opportunities arise in the consolidating aerospace and defense industries. A stronger
financial position would also enable EADS to timely adapt its development and investment programs, notably in
new aircraft, as well as its manufacturing operations as market conditions dictate, especially in the commercial
aviation segment.

Pending the use of the net proceeds as described above and elsewhere in this offering memorandum, the Company
will invest such funds in money market, short-term interest-bearing deposits or instruments.
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DIVIDEND POLICY

The Company’s dividend policy will be established by its Board of Directors and future payments of dividends, if
any, are expected to depend in particular on EADS’ results and its investment policy, as well as the dividend
policies of European and international companies in the same sector. No assurance may be given that dividends
will be declared. See also “Description of Shares.”

24



EXCHANGE RATE INFORMATION

Under the provisions of the Treaty on European Union negotiated at Maastricht in 1991 and signed by the then
12 member states of the European Union in early 1992, a European Monetary Union (known as the “EMU”’) was
implemented on January 1, 1999 and a single European currency, known as the “Euro”, was introduced. The
following 11 member states participate in the EMU and have adopted the Euro as their national currency: Austria,
Belgium, Finland, France, Germany, Ireland, Italy, Luxembourg, The Netherlands, Portugal and Spain. Effective
with the implementation of the Euro on January 1, 1999 the legal rate of conversion between French franc and
Euro was fixed at FF. 6.55957 = Euro 1.00, between German mark and Euro at DM 1.95583 = Euro 1.00 and
between Spanish peseta and Euro at ptas. 166.386 = Euro 1.00. Translation of French franc, German mark and
Spanish peseta amounts for periods prior to January 1, 1999 have been made at these legal rates of conversion. On
January 4, 1999, the first business day of trading in Euro and U.S. dollars, the noon buying rate in New York City
for cable transfers as certified for customs purposes by the Federal Reserve Bank of New York (known as the

“Noon Buying Rate”) was Euro 1.00 = U.S.$1.1812.

Since January 1, 1999, the Euro has been the lawful currency of the EMU states, although Euro banknotes and
coins are not expected to enter circulation until January 1, 2002. New public debt will be issued in Euro.
Outstanding obligations denominated in national currencies will be converted at the legal rates established on
January 1, 1999 (unless specific contracts provide for an alternative conversion rate). During a transitional phase,
which is planned to begin on January 1, 2002 and end by July 1, 2002, national currencies, including banknotes
and coins, will subsist as non-decimal denominations of the Euro. There can be no assurance that these events will
take place on time or otherwise as currently expected.

For a discussion of the impact of exchange rate movements on EADS’ financial condition and results of operations,
see ‘““Management’s Discussion and Analysis of Financial Condition and Results of Operations — Exchange Rate
Management Policy” and “— Revenue and Cost Recognition.”

The following table sets forth, for the periods indicated, certain information concerning the exchange rate between
the U.S. dollar and the Euro, calculated using the Noon Buying Rates:

Quarter Ended Average Period End
March 31, 1999 ..t 1.1204 1.0808
June 30, 1999 ..o e 1.0567 1.0310
September 30, 1999 ......ciiiiiiiieir e 1.0493 1.0643
December 31, 1999 ...ttt ens 1.0368 1.0070
March 31, 2000 ....c.cueuiuiiiieieieieieererr et 9859 9574
June 30, 2000 ..o e 9334 9545
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CAPITALIZATION

The following table sets forth the pro forma capitalization of EADS as at December 31, 1999 and as adjusted to
reflect the sale of EADS shares by the Company in the global offering, assuming full exercise of the underwriters’
over-allotment option, the issuance of 12,222,385 shares in the employee offering and no exercise of the employee
stock options granted for the purchase of 5,214,884 shares.

As at
December 31, 1999
Pro As Pro As

forma adjusted forma® adjusted

(In millions of Euro) (In millions of U.S.

dollars)

Stockholders” equity .......ccccociiiiiiiiiiiiiicce s 8,123 9,704 8,180 9,772
MINOTILY INTETESTS cv.vvvvvreierereieieieseiiiceeceine s 159 159 160 160
Financial Habilities ....c..coveoioievuioieeeeeeeeeeeeeeeeeeeee et 5,696 5,696 5,736 5,736
Total capitaliZation .........c.ccccciuiuiieieieieieininnnrrrre e 13,978 15,559 14,076 15,668

(1) Prepared on the basis of the Unaudited Pro Forma Combining Financial Information.

(2) Solely for the convenience of the reader, the translation of Euro into U.S. dollars has been made at Euro 1.00 = U.S.$1.0070, the Noon
Buying Rate on December 31, 1999.
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DILUTION

The pro forma net tangible book value of EADS, as at December 31, 1999, was approximately Euro 413 million, or
Euro 0.58 per Share, assuming that the number of Shares outstanding was 715,053,828, the number of Shares
outstanding at Completion. The pro forma net tangible book value per share is equal to EADS’ pro forma total
tangible assets (defined as its pro forma combined total assets less pro forma combined intangible assets) less its pro
forma total liabilities and minority interests, divided by the number of pro forma outstanding Shares. After giving

effect to the sale of the 94,556,965 Shares offered by EADS in the global offering, assuming:
e the exercise in full of the underwriters’ over-allotment option,
* the issuance of 12,222,385 Shares in the employee offering, and
* 1o exercise of the employee stock options granted for the purchase of 5,214,884 Shares,

the pro forma net tangible book value of EADS at December 31, 1999 would have been approximately Euro 1,994
million, or Euro 2.46 per Share. This represents an immediate increase in such pro forma net tangible book value
of Euro 1.88 per Share to existing stockholders and, assuming a weighted average price in the global offering of
Euro 18.23 per Share, an immediate net weighted average dilution of Euro 15.77 per Share to investors purchasing
Shares in the global offering. The following table illustrates this per share dilution based on the assumptions set
forth above:

Euro Euro
Assumed weighted average price per Share..........cocccciiiiiiiiiiniiiccccce e 18.23
Pro forma net tangible book value per SHhare .........cccooeuriuriniinicunieiniriincneeeee e 0.58
Increase per share attributable to investors purchasing Shares in the retail and employee
offering (the “newly-issued Shares”) ... 1.88
Pro forma net tangible book value per Share after this offering..........cccccoooiiiiiiiiniiiinnnes 2.46
Weighted average dilution per share to investors purchasing Shares in the global offering... 15.77

EADS’ total Stockholders’ equity, on a pro forma basis as at December 31, 1999, was approximately
Euro 8,123 million. The following table presents the number of shares purchased by the existing stockholders and
the purchasers of shares in the global offering, as well as the difference between (i) the total Stockholders” equity,
on a pro forma basis as at December 31, 1999, divided by the number of Shares outstanding at Completion and
(i) the weighted average price paid by investors in the global offering:

Average
Shares Purchased Consideration
Number Percent Per Share
(in Euro)
Existing stockholders (less shares sold in the global offering) ............. 643,082,380 79.43% 11.36
Purchasers of shares in the global offering .........cccccccovnicnniccnnncnn. 166,528,413 20.57% 18.23

TOTAL 1.t 809,610,793 100.00%

The table below sets forth the Company’s Stockholders’ equity on a pro forma basis as at December 31, 1999, as
adjusted to reflect the purchase of Shares in the global offering:

Stockholders’ Equity

Amount Percent
(Euro
millions)
Existing StocKROLAErS .......c.cuiuiuiiiiiiiiiicicicicic e 8,123 83.71%
Purchasers of newly-issued SRares..........ccococociiiriiciriiciciiicircc e 1,581 16.29%
TOTAL ottt ettt ettt ettt ettt ettt et eteeteeae et et et e s et et enseteereereerens 9,704 100.00%
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PRO FORMA COMBINING FINANCIAL INFORMATION

The following unaudited pro forma combining statements of income, balance sheets and statement of cash flows of
EADS (collectively, the “Unaudited Pro Forma Combining Financial Information”) have been prepared to illus-
trate the pro forma effects of the transactions combining Aerospatiale Matra, Dasa and CASA to form EADS. The
unaudited pro forma combining statements of income give effect to the transactions as if they had occurred on
January 1, 1997. The unaudited pro forma combining balance sheets give effect to the transactions as if they had
occurred on December 31, 1999. The unaudited pro forma combining statement of cash flows gives effect to the
transactions as if they had occurred on January 1, 1999.

EADS has prepared the Unaudited Pro Forma Combining Financial Information, and intends to present its future
consolidated financial statements, in accordance with International Accounting Standards (“IAS”), except that all
development costs will be expensed as incurred. IAS require that development costs be capitalized as an intangible
asset in the period in which they are incurred if certain criteria for asset recognition are met. As a result, future
audit opinions on EADS’ financial statements will contain a qualification for this departure from IAS.

The Unaudited Pro Forma Combining Financial Information has been derived from the following financial
information included in this document:

o the audited combined financial statements of Dasa and the audited financial statements of CASA for
1997, 1998 and 1999, as well as the audited consolidated financial statements of Aerospatiale Matra for
1999 (the ‘““Audited Financial Statements’);

e the unaudited pro forma combined financial information of Aerospatiale Matra for 1997 and 1998 (the
“Unaudited Aerospatiale Matra Pro Forma Financial Information”); and

e the reconciliations of these Audited Financial Statements and the Unaudited Aerospatiale Matra Pro
Forma Financial Information to IAS as adopted by EADS (the “IAS Reconciliations”).

The audited combined financial statements of Dasa do not reflect the results of operations attributable to, or the
value of assets and liabilities, which are not to be contributed to EADS, in particular the aero engine manufactur-
ing and maintenance activities of MTU Miinchen GmbH and its subsidiaries (“MTU”’) and certain other activities.

For a variety of reasons, including those stated below, the Unaudited Pro Forma Combining Financial Information
is not comparable with the Audited Financial Statements or the Unaudited Aerospatiale Matra Pro Forma Financial
Information.

The Unaudited Aerospatiale Matra Pro Forma Financial Information illustrates the pro forma effects of the 1999
transactions combining Aerospatiale, Matra Hautes Technologies (“MHT”’) and Dassault Aviation. It is based on
the audited financial statements of Aerospatiale and MHT for 1997 and 1998, which are included in this
document, and the audited financial statements of Dassault Aviation for 1997 and 1998. The Unaudited Aerospa-
tiale Matra Pro Forma Financial Information, as well as the Unaudited Pro Forma Combining Financial Informa-
tion, account for Dassault Aviation using the equity method, the basis on which EADS intends to present Dassault
Aviation in its future consolidated financial statements. In contrast, the Audited Financial Statements of Aerospa-
tiale Matra for 1999 account for Dassault Aviation using the proportionate method of consolidation. See ‘“Manage-
ment’s Discussion and Analysis of Financial Condition and Results of Operations — Accounting
Considerations — Consolidation Methods.”

The IAS Reconciliations are based on the Audited Financial Statements, the Unaudited Aerospatiale Matra Pro
Forma Financial Information and the assumptions set forth in the notes to the IAS Reconciliations. The IAS
Reconciliations have had a substantial effect on certain of the items derived from the Audited Financial Statements
and the Unaudited Aerospatiale Matra Pro Forma Financial Information. The most significant effect is with respect
to the accounting treatment of foreign exchange financial instruments, particularly for Aerospatiale Matra. Other
significant effects concern the treatment of residual value guarantees, refundable governmental advances, the
amortization of goodwill and the consolidation of subsidiary entities.

IAS differ in certain material respects from the generally accepted accounting principles (‘“GAAP”) used in the
preparation of the Audited Financial Statements and the Unaudited Aerospatiale Matra Pro Forma Financial
Information. A general description of the differences between IAS and French GAAP affecting the Audited
Financial Statements of Aerospatiale Matra and the Unaudited Aerospatiale Matra Pro Forma Financial Information

(1) In this offering memorandum, all references to financial statements, balance sheets, statements of income and statements of cash flows of
Dasa refer to the audited combined financial statements of Dasa included in this document. Dasa is defined for this purpose in Note 1 of
such audited combined financial statements.
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is presented at ‘““Unaudited Reconciliation from Pro Forma and Historical French GAAP to IAS — Aerospatiale
Matra.” A general description of the differences between IAS and U.S. GAAP affecting the Audited Financial
Statements of Dasa is presented at “Unaudited Reconciliation from Historical U.S. GAAP to IAS — Dasa.” A
general description of the differences between IAS and Spanish GAAP affecting the Audited Financial Statements
of CASA is presented at ‘““Unaudited Reconciliation from Historical Spanish GAAP to IAS — CASA.”

The Unaudited Pro Forma Combining Financial Information does not give effect to certain restructuring and
rationalization expected to occur following Completion. In addition, although EADS anticipates that cost reduc-
tions will result from Completion, no effect has been given in the Unaudited Pro Forma Combining Financial
Information to any such benefits. Any such potential cost reductions will be a function of numerous factors, and
no assurance can be given that any such cost reduction will be realized over time.

The transactions creating EADS will be treated as a business combination using the purchase method of
accounting. The balance sheets of Dasa and CASA have been revalued to fair value, while the balance sheet of
Aerospatiale Matra has been stated at historical cost. Accordingly, for the purpose of the Unaudited Pro Forma
Combining Financial Information, the purchase prices of Dasa and CASA have been allocated on a preliminary
basis to certain tangible assets, principally inventories and property, plant and equipment, based on their relative
fair values. The fair value adjustments for property, plant and equipment have been depreciated over their
estimated composite lives in the unaudited pro forma combining statements of income. The excess of the purchase
prices of Dasa and CASA over the estimated fair values of their respective assets and liabilities is reflected in the
unaudited pro forma combining balance sheets as goodwill under “Intangible assets” and has been amortized over
a composite life of 20 years in the unaudited pro forma combining statements of income.

The preliminary purchase price allocations were derived using internal documentation regarding the fair values of
assets acquired and liabilities assumed. After Completion, Management intends to obtain independent third party
valuation studies to value the existing assets and liabilities of Dasa and CASA and to allocate the excess purchase
prices over the costs of these acquired businesses. Management expects that amortization charges for tangible
assets, estimated from the weighted average of their operating lives, as well as goodwill recorded in the unaudited
pro forma combining statements of income, will not be significantly affected once the valuation studies have been
completed and existing assets and liabilities have been recorded at their fair values.

The Unaudited Pro Forma Combining Financial Information reflects adjustments for tax effects resulting from the
revaluation of Dasa and CASA assets and liabilities (for example, reduction of tax expense to account for increased
amortization relating to property, plant and equipment recorded at fair value). Except in this regard, no effect has
been given in the Unaudited Pro Forma Combining Financial Information to any potential differences between the
sum of the individual tax positions of Aerospatiale Matra, Dasa and CASA, and the future tax position resulting
from the structure of EADS and its subsidiaries. The extent of any future tax savings or tax costs resulting from
the creation of EADS cannot be predicted with certainty as of the date hereof.

The pro forma adjustments to the Unaudited Pro Forma Combining Financial Information include adjustments
relating (1) to differing accounting methodologies used by Aerospatiale Matra, Dasa and CASA to account for their
respective ownership interests in partially owned subsidiaries, joint ventures and GIE, some of these being
separate interests in the same entity that are combined in EADS; (2) to the distribution of cash amounts by Dasa
and CASA to their shareholders prior to Completion; and (3) to the creation of EADS, in particular with respect to
the revaluation of Dasa and CASA assets and liabilities to fair value and the recognition of goodwill. In addition,
the eliminations made in the preparation of the Unaudited Pro Forma Combining Financial Information relate
primarily to transactions between Aerospatiale Matra, Dasa and CASA.

The Unaudited Pro Forma Combining Financial Information does not reflect the proceeds that may be raised in the
global offering. Likewise, the amounts included under financial income in the unaudited combining pro forma
statements of income have not been adjusted to take into account the cash distribution by Dasa and CASA to their
shareholders prior to the Completion.

The Unaudited Pro Forma Combining Financial Information is provided for illustrative purposes only
and does not purport to represent what the financial position, results of operations or cash flows of
EADS would actually have been if the transactions creating EADS had occurred as of the dates indicated
or to project the combined financial position, results of operations or cash flows for any future date or
period. The Unaudited Pro Forma Combining Financial Information should be read in conjunction with
the notes thereto, the Audited Financial Statements, the separate audited financial statements of Aerospa-
tiale and MHT, the Unaudited Aerospatiale Matra Pro Forma Financial Information and IAS Reconcilia-
tions, and related notes thereto, contained elsewhere in this document.
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Unaudited Pro Forma Combining Statements of Income for the Years Ended
December 31, 1997, 1998 and 1999

Year ended December 31,

1997 1998 1999
(in millions of Euro)
REVENUES ...ttt 18,865 20,584 22,553
COSE Of SALES c.vvvvieeieteeteete ettt ettt ettt ettt enean (15,270) (16,489) (18,278)
GIOSS MATGIM....o.oiiiiiiiiiiiii s 3,595 4,095 4,275
Selling, administrative and other eXpenses ..........cccccocvieiiiiciiiriiiiiniiiiinns (2,377) (2,378) (2,213)
Research and development eXpenses.........cccoeeverrerrinininicicececieieieeieieieienenennne (1,090) (1,232) (1,324)
OLher INCOMEW ...t ee e e s e e e s e e enees 458 710 475
GoodWill dePreciation ........ccceueueeveriririririicciccicieieie e (403) (410) (398)
Income before financial income and income taxes............cccccoceeveevevenennnne. 183 785 815
Financial income (EXPENSE), MET.....c.ceueuereuerereueireriniririrere e eccececieieeeseseneseresenenenas (1,747) 1,005 (1,846)
Income (loss) before inCOmMe taAXeS............ccoeveveeveeeeriiiieriereieieeeeeeeee et (1,564) 1,790 (1,031)
TNCOME TAXES .ttt et et eaneas 596 (585) 24
MINOTILY INTEIESLS ..uvuviriviiiiiiiteiciiiiieietec e (15) (16) 2)
Net INCOME (LOSS) .....cvevruiriieieieieiiieieteieeetet ettt ettt sttt es bt s e sbeseseseanes (983) 1,189 (1,009)

(1) Other income represents principally gains on sales of investments and fixed assets, rental income, income from reversals of provisions and,

in 1997, certain currency gains.

Unaudited Pro Forma Combining Balance Sheets as at December 31, 1998 and 1999

As at December 31,

1998 1999

(in millions of Euro)
Assets
INTANGIDLE ASSEES ..vuvuveirieiiaicticici ettt 7,854 7,710
Property, plant and eqUIPMENT, NET......ccuiucuiiiiiueiiiiiciiiecicie et 7,452 7,950
Investments and long-term financial aSSES.........ccooiiuiuririiiciriiicieiriicie e 3,109 3,931
FAXEA ASSETS ...ttt ettt ettt et et et e et e eaeeneea 18,415 19,591
TIIVEIIEOTIES ettt ettt e et e e ettt e et e e et e e eaaeeseaaeeeeateesenaeeseateesnaseesennesanns 1,501 1,045
TrAdE TECEIVADLES ...ttt ettt ettt ea e e eae et e eseeaeerseneeneeseeneeaeeneans 4,069 4,509
(@0 ST R oo A o) L= 3,055 3,360
SO CUTIELES 1ttt ettt ettt e ettt et e e ettt e e e te e e e eaaeeeeateeeeaaeeeeataeeeesaseeeanasesenseeesaseesenaseeennseesanasessnnseessnseesanns 722 1,575
Cash and cash eqUIVALENES .....ocoiuiiiiiiiiiicc e 4,132 3,175
INODIAFIXEA ASSEES™).....eoeoeeeee et s e s e e e s s s ee s e s e es e s eees e eseeesene 13,479 13,664
DIEfEIT@A TAKES .....oeveeveeeeeeeeeeeeeeeeee ettt ettt et ettt et e teeseeseeseese et e s ese s ensenseneere e 1,614 1,734
Prepaid €XPenses..........c.oocuuiiuiiiiiiiiciicic ettt 474 651
TOTAL ASSEES ...ttt ettt e e et e st e et e et eeeat e st e e at e et e e eate et e e e teseaeesaaesaeesaeenas 33,982 35,640
Liabilities and stockholders’ equity
StOCKROIAETS” EQUILY ......covuiiiiiiiciiccie ettt 9,763 8,123
MINOTILY IMTETESTS .....vviiiiiiiiiicc e 104 159
AcCrued HHabDIlities ........coooviiiiiiiiieeeeeeceeeeee ettt ettt ene s 5,963 7,421
FINANCIAL THADIIIEIES evveieeieeie ettt ettt ettt e et e et e saaeeeneesaseeaeesaseesaeesnneennes 4511 5,696
TTAAE TADIIIEIES 1.ttt ettt ettt ettt s e aeete et e ea e et e s e s et enseneeneene e 3,896 3,734
OREr LIADILIEIES .ttt ettt et ettt e eae et e e e et e e et eeae st e s e eaeeeeeaeenns 6,054 6,416
LAADIIITIES ...ttt ettt ettt ettt et ettt ettt ettt eteeaeete et e es et et et et entenseneere e 14,461 15,846
DIEfEITEA TAKES .....oeveeieeeeeeeeeeeeeeeeee ettt ettt ettt eaeereeaeeseeteeseea e s e s e s ensenseneere e 1,633 1,345
Deferred IMCOMIE .......cvoveeeeeieeieeieeeeeeeeeeeee ettt ettt ettt e et eeae et et et et s eneeneene e 2,058 2,746
TOtal THADILITIES ...ttt ettt ettt b et b bbb esaeaeereeaea 24,219 27,517
Total liabilities and stockholders’ eqUity ...........ccocvicurieiriieiiiniciniceee e 33,982 35,640

(2) Including amounts to be realized in excess of one year.

30



Unaudited Pro Forma Combining Statement of Income

For the Year Ended December 31, 1999

(in millions of Euro)

Aerospatiale Pro Forma Pro Forma

Matra Dasa CASA Adjustments Eliminations EADS

ReVENUES c..ooovvieeieeeeceee e 12,236 7,455 931 5,768 (3,837) 22,553
Cost Of SALeS cuvovievieiieieeieeeeeeeeeee e 9,624) (5,914 (735) (5,820) 3,815 (18,278)
Gross Margin .......ccococveveveveneniccccicecicieenenenas 2,612 1,541 196 (52) (22) 4,275
Selling, administrative and other expenses ... (1,358) 662) (97 (106) 10 (2,213)
Research and development expenses.............. (689) 563)  (22) (50) 0 (1,324)
Other INCOME....cooieveeeeeeeeeeeeeeeeeeeeeeee e 312 150 37 (14) (10) 475
Goodwill depreciation......c.ceeeveveverercncnccceene (127) G 0 (266) 0 (398)

Income before financial income and
INCOME TAXES ..ooovveieieieeieeeieeeeeieeeeeeeeeeaeeeens 750 461 114 (488) 22) 815
Financial income (expense), net ........ccccceueueeee (1,724 (89 (25 (72) 64 (1,846)
Income (loss) before income taxes............. (974) 372 89 (560) 42 (1,031)
INCOME tAXES cvvievvieiiieiieeie e 352 (405) (15) 79 13 24
MINority INtErests ......ccovvviveverevivriieerieieiienenene (22) © 0 26 0 )
Net income (10SS) .....cooeevrvevireireireieene (644) B9 74 (455) 55 (1,009)
Unaudited Pro Forma Combining Statement of Income
For the Year Ended December 31, 1998
(in millions of Euro)

Aerospatiale Pro Forma Pro Forma

Matra Dasa  CASA Adjustments Eliminations EADS

REVENUES .ot 11,472 7,115 800 4,466 (3,269) 20,584
Cost Of SaleS cuvovieuiveiieeieieceeeeeeeeeee e (8,977) (5,495 (626) (4,647) 3,256 (16,489)
Gross margin ..........ccccceevevviiieiciiccniniinene 2,495 1,620 174 (181) (13) 4,095
Selling, administrative and other expenses ... (1,351) (833) (121) (74) 1 (2,378)
Research and development expenses.............. (655) 607) (18 (52) 0 (1,232)
Other INCOME....c.ceevievecreceereeeeeeeeee e 472 200 32 7 1) 710
Goodwill depreciation......c.cceevvevevevevercrcncncncncee (128) e 0 (266) 0 (410)

Income before financial income and

INCOME TAXES ..oooeveieieeieieeeneeeeeeieeeeaeee e e 833 464 67 (566) (13) 785
Financial income (expense), net ........cccccceueeee 620 223 (6) 64 104 1,005
Income (loss) before income taxes............. 1,453 687 61 (502) 91 1,790
INCOME TAKES cvvieeveerieeeeeetee et (427) (240) 4 70 8 (585)
MINOIIty INTETESTS ...ouvvvvviiiiieieieieiicieiiinenes (16) 23 0 23 0 (16)
Net income (108S) ....cccoveevrierireicieeeeene 1,010 424 65 (409) 99 1,189
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Unaudited Pro Forma Combining Statement of Income
For the Year Ended December 31, 1997

(in millions of Euro)

Aerospatiale Pro Forma Pro Forma
Matra Dasa CASA Adjustments Eliminations EADS
ReVenuUes .....ooovvveeiieiiiieceeeeee e 11,131 6,303 744 3,448 2,761) 18,865
CoSt Of SALeS cvviviiiiieieeeceeeeeeee e (8,724)  (5,233) (556) (3,519) 2,762 (15,270)
Gross margin..........coccoevvveiciiiciniineinns 2,407 1,070 188 (71) 1 3,595
Selling, administrative and other expenses ... (1,216) 998) (112) (57) 6 2,377)
Research and development expenses.............. (644) 409 (16) (21) 0 (1,090)
Other INCOME....c.oovviieieiieiieceeeeeeeeeeeee 104 355 22 17) 6) 458
Goodwill depreciation..........ccoceeueverererereununnne (127) oy 0 (266) 0 (403)
Income before financial income and
INCOME TAXES ..ooovveeeinnieeeeieieeeieeeeeeeeeeeaeee e 524 8 82 (432) 1 183
Financial income (expense), net......ccccccceueunne (1,323) (621) (16) 27) (60) 1,747)
Income (loss) before income taxes............. (799) (313) 66 (459) (59) (1,564)
Income taxes ...c.covveveeeeiceeieeeeeeeeee e 320 208 13) 81 0 596
MINority INTErests .......ccovvvvveerviriivereeieniinenenns (10) (100 0 5 0 (15)
Net income (10SS) .....coevveveirriiiieieieeeee (489) (115 53 (373) (59) (983)
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Unaudited Pro Forma Combining Balance Sheet

as at December 31, 1999

(in millions of Euro)

Aerospatiale Pro Forma Pro Forma

Matra Dasa CASA Adjustments Eliminations EADS
Assets
Intangible aSSets ........cccoiieurinicieiniccericens 2,312 71 4 5,323 0 7,710
Property, plant and equipment, net................ 3,505 1,171 159 3,300 (185) 7,950
Investments and long-term financial assets.... 2,401 334 29 1,167 0 3,931
Fixed asSets .......cocoeveeviieienieieieeeeeeeieere e 8,218 1,576 192 9,790 (185) 19,591
INVENTOIIES .oovviieieciieceeeece e 150 533 129 294 (61) 1,045
Trade receivables ......coceeveeveeeeeieeeeeeeeee 2,915 1,314 263 292 (275) 4,509
Other receivables........ccoovviiviiieeeeieeeeeeee 1,268 1,529 31 1,482 (950) 3,360
SECUTTEIES wvveveevieveeteeteeeeeteeeeee et ereerenens 1,574 55 0 (54) 0 1,575
Cash and cash equivalents.......cccocovvrincniinnee. 759 3,958 570 (2,112) 0 3,175
Non-fixed assets..........cceoveveieieieeeeereerenene. 6,666 7,389 993 98) (1,286) 13,664
Deferred taxes.......ccccooevveeveveeeeeeecieeeeenenn. 675 749 82 81 147 1,734
Prepaid expenses.........ccccoovvvvvnnencncncncnccnns 635 23 1 8) 0 651
Total aSSets......ccevveeiieieieieieeeeeeee e 16,194 9,737 1,268 9,765 (1,324) 35,640
Liabilities and stockholders’ equity
Stockholders’ equity .........cccccoevivivieiniinnnne 1,778 2,397 507 3,580 (139) 8,123
Minority interests ............ccocoeevvviuiecicrinnnnnn. 171 191 0 (203) 0 159
Accrued liabilities...........c.cccooveveieieiinenenne. 2,413 4,446 63 446 53 7,421
Financial liabilities .....c.cccevevveeeieierieriereerenenne 3,681 217 110 1,723 (35) 5,696
Trade liabilities .....cooeveevevvereieieiereereereee e 2,317 840 480 323 (226) 3,734
Other HHabilities .....coeeveeveeveieieieieeeeeeereerens 3,890 1,409 101 2,036 (1,020) 6,416
Liabilities .....coocoovevieveieieieeeeeeeeeeeeeeeeeeeeeen 9,888 2,466 691 4,082 (1,281) 15,846
Deferred taxes.......cccccoovivveviececeeieeiieee 2 224 5 1,071 43 1,345
Deferred income ..........cccoovvvvvvciicviciiienn, 1,942 13 2 789 0 2,746
Total liabilities...........ccccocvevveveieieieeeeerenene. 14,416 7,340 761 6,185 (1,185) 27,517
Total liabilities and stockholders’ equity .. 16,194 9,737 1,268 9,765 (1,324) 35,640
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Unaudited Pro Forma Combining Balance Sheet
as at December 31, 1998

(in millions of Euro)

Aerospatiale Pro Forma Pro Forma
Matra Dasa CASA Adjustments Eliminations EADS

Assets
Intangible aSSEts .......ccocrueuriiucuririciericiciens 2,447 69 14 5,324 0 7,854
Property, plant and equipment, net.............. 3,209 1,150 132 3,125 (164) 7,452
Investments and long-term financial assets.. 2,141 231 28 709 0 3,109
Fixed aSSets ......cooveveieieieeieiieieeiecieeieeienene 7,797 1,450 174 9,158 (164) 18,415
INVENtories ..oooieve e 660 423 187 348 117) 1,501
Trade receivables .....cccoovvveveeciiieeiieeeee 2,842 1,138 167 200 278) 4,069
Other receivables ......ccooveveveeiieeiieeeeeenee 1,144 1,644 14 669 (416) 3,055
SECUTTEIES 1.vveeveeveeteeeee e 722 21 0 (21) 0 722
Cash and cash equivalents ......ccccocevvvrnenne. 770 5,065 384 (2,087) 0 4,132
Non-fixed asSets..........cccoeeverieieiiesriereiennans 6,138 8,291 752 (891) (811) 13,479
Deferred taxes......ccccocoocvvvvvevicieeiicieeeenennn. 280 1,060 69 71 134 1,614
Prepaid expenses..........ccccccocvuniicninicnnnnn. 455 27 1 ) 0 474
Total asSets.......ccoovveveuieieieieieieieceeeenna 14,670 10,828 996 8,329 (841) 33,982
Liabilities and stockholders’ equity
Stockholders’ equity ........c..ccccovnierueunincannee 2,613 3,203 449 3,624 (126) 9,763
Minority interests...........ccocooeveviiccennnnn. 160 119 0 175) 0 104
Accrued liabilities...........c.cccooeievieierienennnn. 1,403 4,118 54 347 41 5,963
Financial liabilities .....c.ccoovevieieieiiiciecieienee 3,179 254 114 993 (29) 4511
Trade liabilities.....ccooovovvevieiicieiiceceeeeeeee 2,472 856 336 487 (255) 3,896
Other liabilities ...coooevevveveieieieeeeeeceeieeee 3,389 1,735 36 1,380 (486) 6,054
Liabilities .......ccoovevveveeieieieeeeeeeeeeeeeeeeeeeene 9,040 2,845 486 2,860 (770) 14,461
Deferred taxes.......ccocoovvvvvveiicieeiicieeeenennn. 12 531 5 1,071 14 1,633
Deferred income............cccooevevieieeereerenenn, 1,442 12 2 602 0 2,058
Total liabilities ..........c.ccccovveieieiiecreienen. 12,057 7,625 547 4,705 (715) 24,219
Total liabilities and stockholders’ equity 14,670 10,828 996 8,329 (841) 33,982
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Unaudited Pro Forma Combining Statement of Cash Flows
For the Year Ended December 31, 1999

(in millions of Euro)

Aerospatiale Pro Forma Pro Forma
Matra Dasa CASA Adjustments Eliminations EADS
Net income (10SS) .......cccoevevvvveciiriiiriiereenee, (644) 39) 74 (455) 55 (1,009)
Income applicable to minority interests ........ 22 6 0 (26) 0 2
Adjustments to reconcile net income (loss)
to net cash provided by operating
activities:
Depreciation and amortization of fixed
ASSELS veeeerrrerureeerrreeairreeenreeesnsreeessseaeanns 523 255 33 415 0 1,226
Deferred taxes .....cocoveeveveeveeeveeeeeeereeneann (423) 489 13) (81) 16 12)
Change in financial instruments ............ 0 5 24 0 0 29
Results on disposals of fixed assets/
DUSINESSES .t (267) 33) 10 0 0 (290)
Change in accrued liabilities................... 316 373 9 99 12 809
Change in other operating assets and
J1abilItIES wovveeveereeeeeeeeeeeeeeeeeeee e 1,344 (513) 157 175) (30) 783
Cash provided by operating activities...... 871 543 294 (223) 53 1,538
Purchase of fixed assets
— Purchases of property, plant and
EQUIPMENT. ..t (643) (283) (66) (175) 21 (1,146)
— Purchases of other fixed assets ......... (449) (72) (1) (458) 0 (980)
Proceeds from disposals of fixed assets......... 651 41 6 1 0 699
Payments for acquisitions of businesses........ 0 (71) ) 0 0 (73)
Proceeds from disposals of businesses........... 126 19 1 0 0 146
Net disposals of securities and similar
financial INSEIUMENTS .....cveeveeveeveeeeeereereenane. 0 86 0 34 0 120
Increase in loans receivable........ccccocveveueanenne. 0 (102) 0 0 0 (102)
Change in cash from changes in
conSOlidation......ccveveveeiereeeeteeieceeeeeee e 0 (4) 0 0 0 (4)
Cash used for investing activities.............. (315) (386)  (62) (598) 21 (1,340)
Change in financial liabilities .......ccccccccocuvunnes 329 37) 4) 730 6) 1,012
Dividends paid (including profit/loss
transfer agreement).........ooccueeeececureriecueunenns 0 (1,288) 17) 70 (70) (1,305)
Capital Increase.........ooceiiciiiiiiiieien, 0 69 0 0 0 69
OLheT weieieeeeeeeeeeeee e 17) (8) (25) (3) 2 (51)
Cash used for financing activities............. 312 (1,264) (46) 797 (74) (275)
Effect of foreign exchange rate changes on
cash and cash equivalents ........cccccceueuenenenee. 27) 0 0 0 0 27)
Net increase (decrease) in cash and cash
equivalents ... 841 (1,107) 186 (24) 0 (104)
Cash and cash equivalents
At beginning of period....................... 1,492 5,065 384 (2,087) 0 4,854
At end of period.......ccocoecevnieieiniunnn. 2,333 3,958 570 (2,111 0 4,750
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Introduction

The following discussion is based on the Unaudited Pro Forma Combining Financial Information, together with
the related notes thereto, and should be read in conjunction with the following information in this document:

e the audited combined financial statements of Dasa and the audited financial statements of CASA for
1997, 1998 and 1999, as well as the audited consolidated financial statements of Aerospatiale Matra for
1999 (the ‘““Audited Financial Statements’’);

e the unaudited pro forma combined financial information of Aerospatiale Matra for 1997 and 1998 (the
“Unaudited Aerospatiale Matra Pro Forma Financial Information”); and

* the reconciliations of these Audited Financial Statements and the Unaudited Aerospatiale Matra Pro
Forma Financial Information to IAS as adopted by EADS (the “IAS Reconciliations”).

Financial Information

The Audited Financial Statements and the Unaudited Aerospatiale Matra Pro Forma Financial
Information

Aerospatiale Matra. The (1) audited consolidated financial statements of Aerospatiale Matra for the year ended
December 31, 1999, (2) audited consolidated financial statements of each of Aerospatiale and MHT for the years
ended December 31, 1997 and 1998 and (3) Unaudited Aerospatiale Matra Pro Forma Financial Information,
consisting of the pro forma statements of income of Aerospatiale Matra for the years ended December 31, 1997
and 1998 and the pro forma balance sheet of Aerospatiale Matra as at December 31, 1998, have been prepared in
accordance with French GAAP.

The Unaudited Aerospatiale Matra Pro Forma Financial Information illustrates the pro forma effects of the 1999
transactions combining Aerospatiale, MHT and Dassault Aviation. It is based on the audited financial statements
of Aerospatiale and MHT for 1997 and 1998 (included in this offering memorandum), and the audited financial
statements of Dassault Aviation for 1997 and 1998 (not included in this offering memorandum). The Unaudited
Aerospatiale Matra Pro Forma Financial Information (as well as the Unaudited Pro Forma Combining Financial
Information) accounts for Dassault Aviation using the equity method, the basis on which EADS intends to present
Dassault Aviation in its future consolidated financial statements. In contrast, the Audited Financial Statements of
Aerospatiale Matra for 1999 account for Dassault Aviation using the proportionate method of consolidation. See
“— Accounting Considerations — Consolidation Methods.”

Dasa. The audited combined financial statements of Dasa for the years ended December 31, 1997, 1998 and
1999 have been prepared in accordance with U.S. GAAP, except with respect to the use of the proportionate
method of consolidation for certain joint ventures. U.S. GAAP requires that such joint ventures be accounted for
using the equity method. These financial statements (as well as the Unaudited Pro Forma Combining Financial
Information) exclude the aero engine manufacturing and maintenance operations of MTU and certain other
activities, which are not to be contributed to EADS.

CASA. The audited financial statements of CASA for the years ended December 31, 1997, 1998 and 1999 have
been prepared in accordance with Spanish GAAP.

The IAS Reconciliations

It is the current intention of EADS to present its future consolidated financial statements in accordance with IAS,
except that all development costs will be expensed as incurred. IAS requires that development costs be capitalized
as an intangible asset if certain criteria for asset recognition are met. As a result, future audit opinions on EADS’
financial statements will contain a qualification for this departure from IAS.

For a discussion of the reconciliations of French, U.S. and Spanish GAAP to IAS, see “— Unaudited Reconcilia-
tion from Pro Forma and Historical French GAAP to IAS — Aerospatiale Matra”, “‘— Unaudited Reconciliation
from Historical U.S. GAAP to IAS — Dasa” and “‘— Unaudited Reconciliation from Historical Spanish GAAP to
IAS — CASA”, respectively.

The IAS Reconciliations are based on the Audited Financial Statements and the Unaudited Aerospatiale Matra Pro
Forma Financial Information and the assumptions set forth in the notes to the IAS Reconciliations. The IAS
Reconciliations have had a substantial effect on certain of the items derived from the Audited Financial Statements
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and the Unaudited Aerospatiale Matra Pro Forma Financial Information. The most significant effect is with respect
to the accounting treatment of foreign exchange financial instruments, particularly for Aerospatiale Matra. Other
significant effects concern the treatment of residual value guarantees, refundable governmental advances, the
amortization of goodwill and the consolidation of subsidiary entities.

The Unaudited Pro Forma Combining Financial Information

The Unaudited Pro Forma Combining Financial Information is derived from the Audited Financial Statements, the
Unaudited Aerospatiale Matra Pro Forma Financial Information and the IAS Reconciliations. Consistent with the
IAS Reconciliations, the Unaudited Pro Forma Combining Financial Information has been prepared in accordance
with IAS, except with respect to the capitalization of development costs.

The Unaudited Pro Forma Combining Financial Information has been prepared to illustrate the pro forma effects of
the transactions combining Aerospatiale Matra, Dasa and CASA to form EADS. To present the pro forma
combining financial condition of EADS, the unaudited pro forma combining balance sheets reflect the transactions
as if they had occurred at December 31, 1999. On the other hand, to present the pro forma combining financial
performance of EADS, the unaudited pro forma combining statements of income give effect to the transactions as
if they had occurred on January 1, 1997. By doing so, such unaudited pro forma combining statements of income
reflect a pro forma yearly charge for revaluation of fixed assets’ depreciation and goodwill amortization that does
not affect the pro forma stockholders’ equity at December 31, 1998 and 1999. The unaudited pro forma combining
statement of cash flows gives effect to the transactions as if they had occurred on January 1, 1999.

The figures presented for EADS in the Unaudited Pro Forma Combining Financial Information are the arithmetic
sum of the corresponding items from the IAS Reconciliations for each of Aerospatiale Matra, Dasa and CASA,
subject to certain pro forma adjustments and eliminations. The pro forma adjustments are of three principal kinds:
(1) those relating to differing accounting methodologies used by Aerospatiale Matra, Dasa and CASA to account for
their respective ownership interests in subsidiaries and controlling interests, joint ventures and consortia, some of
these being separate interests in the same entity that are combined in EADS, (ii) those relating to the distribution
of cash amounts by Dasa and CASA to their shareholders prior to the creation of EADS and (iii) those relating to
the creation of EADS, principally in respect of the accounting and amortization of goodwill and the revaluation of
Dasa and CASA assets and liabilities to fair value. The eliminations made in the preparation of the Unaudited Pro
Forma Combining Financial Information relate primarily to transactions between Aerospatiale Matra, Dasa and

CASA.

Combining the financial results of the companies on a consistent basis and reconciling the results to IAS (other
than with respect to the capitalization of development costs) means that the Unaudited Pro Forma Combining
Financial Information differs in certain material respects from the historical financial statements of the combining
companies. There are, therefore, a number of uncertainties inherent to the presentation, and the discussion below
is provided for illustrative purposes only. The Unaudited Pro Forma Combining Financial Information does not
purport to represent what the financial condition, results of operations or cash flows of EADS would actually have
been if the transactions creating EADS had occurred as of the dates indicated or to project the combined financial
condition, results of operations or cash flows for any future date or for any future period.

Accounting Considerations

Set forth below is a discussion of certain facts and policies pertaining to the financial information included herein.

Consolidation Methods

EADS fully consolidates those entities over which it exercises long-term control and whose revenues and total
assets are material in comparison with the corresponding amounts in EADS’ consolidated financial statements.
Companies and consortia over which EADS shares joint control with other entities (for example the Airbus
Industrie GIE consortium) are accounted for by the proportionate method of consolidation. Companies over which
EADS exercises substantial influence, but not majority or joint control, and whose net assets are material in
comparison with EADS’ consolidated net assets, are accounted for using the equity method. Financing companies
(other than Airbus Finance Company) that were historically accounted for using the equity method, taking into
account their shareholding structure, voting rights and the nature of the entities’ business activities, are consoli-
dated using the proportionate method in the Unaudited Pro Forma Combining Financial Information.

The Unaudited Pro Forma Combining Financial Information reflects certain changes in consolidation methods as
compared with those of the Audited Financial Statements and the Unaudited Aerospatiale Matra Pro Forma
Financial Information. The differences in accounting for subsidiaries, joint ventures and GIE arise because (i) a
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change in ownership of one of these entities occurred during the three year period ended December 31, 1999,
(i1) the combination of the respective interests of Aerospatiale Matra, Dasa and CASA in these entities results in
different consolidation treatment of them or (iii) the adoption of IAS results in a change of consolidation treatment
or requires that different consolidation approaches be made consistent.

Certain of the principal changes in consolidation methods are described below:

* Airbus Industrie. The Airbus Industrie consortium, which groups together the Airbus businesses of
Aerospatiale Matra (owning a 37.9% interest in Airbus Industrie), Dasa (37.9%), BAE SYSTEMS (20.0%)
and CASA (4.2%), is accounted for using the proportionate method. Prior to Completion, Aerospatiale
Matra used the proportionate method of accounting while Dasa and CASA used the equity method of
accounting for their interests in Airbus Industrie.

* Airbus Finance Company. EADS will own 80% of Airbus Finance Company which has been fully
consolidated in the Unaudited Pro Forma Combining Financial Information. Airbus Finance Company is a
financing vehicle for Airbus aircraft in service with customers. Prior to Completion, Aerospatiale Matra
and Dasa used the equity method of accounting while CASA used the cost method.

* Eurocopter. Eurocopter, which is 70% held, directly and indirectly, by Aerospatiale Matra and 30%
held by Dasa, is fully consolidated. Prior to Completion, Aerospatiale Matra fully consolidated
Eurocopter. Dasa on the other hand, proportionately consolidated 40% of Eurocopter’s holding company,
which in turn held 75% of Eurocopter’s operating companies.

* Matra Marconi Space. During the two-year period ended December 31, 1998, Matra Marconi Space
(or “MMS”) was 51% owned by MHT and 49% owned by MES. During that period, MES was a
subsidiary of the General Electric Company plc (“GEC”) of the United Kingdom and is now part of BAE
SYSTEMS. Upon GEC’s exercise of an option to purchase 1% of MMS from MHT after the combination
of MHT and Aerospatiale, MMS became a 50/50 joint venture and, as a result, MMS is accounted for
using the proportionate method in the Unaudited Pro Forma Combining Financial Information.

* Dassault Aviation. In December 1998, the French State transferred to Aerospatiale a 45.76% participa-
tion in Dassault Aviation. Dassault Aviation has been accounted for using the equity method of account-
ing in the Unaudited Pro Forma Combining Financial Information. Prior to Completion, Aerospatiale
Matra used the proportionate method to account for Dassault Aviation.

* Euromissile. EADS will own 100% of Euromissile, which has been fully consolidated in the Unaudited
Pro Forma Combining Financial Information. Prior to Completion, Aerospatiale Matra used the propor-
tionate method to account for its 50% interest, while Dasa used the cost method to account for its 50%
interest.

Changes In Consolidated Entities

Aerospatiale Matra and Dasa have acquired and sold interests in various businesses during the three-year period
ended December 31, 1999. Gains from such sales are reflected in “Other income” in the unaudited pro forma
combining statements of income. The results of operations attributable to interests sold or acquired by Aerospa-
tiale Matra and Dasa are not reflected in the results of operations of EADS for a full financial year except in the
case of those sales that were deemed effective on January 1. Sales and acquisitions of interests in various
businesses account, in part, for differences in EADS’ results of operations for one year as compared to those for
another year.

Interests sold or acquired by Aerospatiale Matra and Dasa include the following:

o Satellite Activities. In June 1998, in connection with the French State’s decision to form a consoli-
dated defense electronics entity centered around Thomson-CSF, Aerospatiale transferred its satellite
activities to Thomson-CSF in return for Thomson-CSF stock amounting to 4% of the capital of Thomson-
CSEF. The divestiture was deemed effective January 1, 1998 and generated a pre-tax gain on the sale of
Euro 102 million. The satellite activities generated pro forma revenues of Euro 488 million in 1997. In
addition, in 1998 Aerospatiale transferred to the French group Alcatel its interests in the following
satellite joint ventures: Loral Space and Communications, Eurosatellite, Intespace, Eurasiasat, and Telas.
The transfer of these interests generated total pre-tax gains of Euro 64 million. Aerospatiale Matra has
retained satellite operations through MMS.

e ATEV. Effective June 30, 1998, Aerospatiale increased its interest in ATEV, the parent company of
Sextant Avionique, from 33.3% to 50%. However, Aerospatiale agreed to transfer its entire interest in
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ATEV to Thomson-CSF, and completed this transfer in early 1999. As a result, ATEV’s contribution to
Aerospatiale Matra’s pro forma results of operations was accounted for under the equity method for 1998.
The pre-tax gain resulting from the sale of this interest in 1999 amounted to Euro 182 million.

e LFK. MBD, 50% held by Aerospatiale Matra, acquired a 30% interest in LFK-Lenkflugkérpersysteme
GmbH (“LFK”), a missile subsidiary of the Dasa group. After this acquisition, Dasa AG held 59.2% of
LFK and continued to fully consolidate LFK. Aerospatiale Matra accounted for the results of LFK under
the equity method beginning on April 1, 1998. The gains from the sale of the interest in LFK by the Dasa
group to Aerospatiale Matra were eliminated in the Unaudited Pro Forma Combining Financial Informa-
tion. MBD is a joint venture with BAE SYSTEMS, and EADS’ interest in this joint venture is part of
EADS’ Defense and Civil Systems division.

e Telecommunications. Through MNC, Aerospatiale Matra acquired Nortel’s distribution network in
France, which has been included in the pro forma results of Aerospatiale Matra since January 1, 1998, and
which contributed Euro 73 million in pro forma revenues for 1998. In the first half of 1998, MNC sold
its 50% interest in MET, a public network switching company, to the Ericsson group. For accounting
purposes, the sale was effective as of January 1, 1998. In 1997, MET was fully consolidated by MNC and
in 1997 MET contributed Euro 158 million to pro forma revenues. In June 1998, within the context of
the termination of its GSM end-user equipment operations, MNC transferred its GSM mobile telephone
research and development operations to the Nokia group.

* AVSCO. At year-end 1997, Aerospatiale sold to AAR Corporation, one of its U.S. subsidiaries,
AVSCO, an aircraft spare parts distribution company that contributed pro forma revenues of Euro
77 million in 1997.

e CMS. In 1998, Dasa AG sold 100% of its interests in CMS Inc. to Primex Technologies Inc., resulting
in a pre-tax gain of Euro 58 million.

* Defense Electronics Acquisition from Siemens. In 1998, Dasa AG acquired the German defense
electronics activities of Siemens AG (SI Sicherungstechnik GmbH & Co. KG).

None of the sales or acquisitions described above constitutes a “‘business disposition”” according to IAS.

Goodwill

For accounting purposes, the combination of Aerospatiale Matra, Dasa and CASA was treated as a business
combination using the purchase method of accounting. As a result, the balance sheets of Dasa and CASA were
revalued to reflect fair market value of acquired assets and assumed liabilities, while the balance sheet of
Aerospatiale Matra was included in the EADS pro forma combining balance sheet at historical cost. The fair value
adjustments for property, plant and equipment have been depreciated over their estimated composite lives (a
charge of approximately Euro 149 million per year included in “Cost of sales”) in the unaudited pro forma
combining statements of income. The excess of the purchase prices of Dasa and CASA over the estimated fair
market values of their respective assets and liabilities is reflected in the pro forma combining balance sheet as
“Intangible assets”” and has been amortized over an estimated composite life of 20 years (a charge of approximately
Euro 266 million per year) in the unaudited pro forma combining statements of income.

The contribution of MHT to Aerospatiale by Lagardére resulted in the exchange of shares of MHT for shares of
Aerospatiale Matra. The transaction under French GAAP has been accounted for at book value of MHT, whereas
this transaction under IAS is based on the fair value of the MHT assets and liabilities. Principally for this reason,
the reconciliation to IAS of Aerospatiale Matra’s Audited Financial Statements for 1999 and the Unaudited
Aerospatiale Matra Pro Forma Financial Information resulted in an increase of Euro 106 million in yearly goodwill
amortization relating to this transaction.

EADS will periodically re-evaluate the recoverability of its goodwill on the basis of future expected cash flows.

Contracts

EADS and its subsidiaries enter into a large number of contracts the duration, pricing, payment arrangements,
liability clauses, governing laws and other terms of which vary substantially from contract to contract. This
diversity reflects the differing practices of the various governments and other customers with which EADS does
business, as well as the numerous product markets in which EADS competes. For instance, satellite contracts
typically tie part of the manufacturer’s compensation to the performance of the satellite during its operating life.
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In accordance with applicable laws in EADS’ principal markets, most contracts with governmental entities may
only be awarded through a public bidding process conducted under local laws and regulations. Such contracts are
based on either a fixed-price basis or cost-plus basis. Revenues under cost-plus contracts are subject to a review of
the allowable costs. Most contracts with private sector customers are also awarded through bidding processes.

A significant portion of EADS’ contracts contain price escalation clauses which allow EADS to increase the price
of the contract under certain circumstances, such as increases in its underlying costs. EADS’ contracts generally
contain clauses requiring the payment of liquidated damages if products are not delivered or projects are not
completed within a predefined timetable. In addition, most contracts also contain warranty clauses specifying a
period following delivery or completion during which EADS is required to remedy any defects or problems that
may arise.

Revenue and Cost Recognition

Revenues are recognized upon the transfer of risk or the rendering of a service. In most cases of commercial aircraft
sales, revenues are recorded, and profit or loss is recognized, upon delivery of each aircraft to the customer. See
“— Residual and Asset Value Guarantees” for a discussion of certain aircraft sales that constitute operating leases
for accounting purposes. With respect to long-term projects, revenues are recognized according to the percentage-
of-completion method as contractually agreed milestones are reached or the work progresses. Changes in profit
margins are reflected in current earnings as identified. Contracts are reviewed for possible losses at each reporting
period and provisions for estimated losses on contracts are recorded when identified.

EADS uses a variety of financial instruments for hedging purposes, including currency forwards and options.
Hedges which are not designated as hedges of specific assets, liabilities, or customer orders (‘“macro hedging”) are
marked-to-market and any resulting unrealized gains or losses are recognized in ‘‘Financial income (expense)”. If
there is a direct and designated connection between a financial instrument and an underlying customer order of
equipment (‘‘micro hedging”), a valuation unit is formed. Once allocated, gains and losses from these valuation
units, which are used to manage currency risks of identifiable assets, liabilities, or firm commitments, do not affect
revenues until the underlying equipment sale is realized.

Each of Aerospatiale Matra, Dasa and CASA have sought to hedge their dollar revenue streams from their aircraft
and other sales with financial instruments. Aerospatiale Matra, unlike Dasa and CASA, typically have not tied
individual hedges to specific sales. In these circumstances, IAS provides that revenues from sales of equipment in
any given year are recorded at the average dollar-Euro exchange rate for that year. In addition, it requires that
outstanding financial instruments be marked-to-market on the basis of the dollar-Euro exchange rate at the end of
the relevant financial period. The effect of this IAS accounting treatment on the EADS Unaudited Pro Forma
Combining Financial Information is reflected in the large fluctuations from substantial accounting losses to
substantial accounting gains that are recorded in “‘Financial income (expense)”” over the three-year period ended
December 31, 1999. These accounting gains and losses are not reflected in the audited consolidated financial
statements of Aerospatiale Matra and Aerospatiale, because these financial statements were prepared under French

GAAP.

In contrast, Dasa has, since 1997, generally applied a micro hedging approach pursuant to which IAS requires that
its dollar-denominated sales be recorded in ‘“Revenues” on the basis of the dollar-Euro exchange rate at which
these sales were hedged. Dasa’s financial instruments that are unconnected to a valuation unit have been marked-
to-market.

Finally, revenues received in dollars by CASA have been recognized as such on the basis of the dollar/Euro
exchange rate at which the sales were hedged.

Beginning in 2001, EADS will be required to adopt a new accounting standard, IAS 39, on the accounting for
derivative financial instruments. This standard requires companies to record derivatives on the balance sheet as
assets and liabilities, measured at fair value. Gains and losses resulting from changes in the values of those
derivatives would be accounted for depending on the purpose of the derivative and whether it qualifies for hedge
accounting.

Residual and Asset Value Guarantees

Under certain contracts with their customers, the Airbus Industrie and ATR GIE agree to either repurchase aircraft
during a specific period or on certain dates at a contractually specified price, or bear any losses if the aircraft is
resold on the second-hand market below the contractually specified price. The risk for the GIE corresponds to the
difference between (1) the estimated market value of the aircraft during the period or on the dates when the
customers may exercise the option to require the GIE to repurchase or resell the aircraft and (2) the guaranteed
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value of the aircraft. Under IAS, aircraft sales subject to residual and asset value guarantees are accounted for as
operating leases, if the risk to EADS is considered material. Under French GAAP, aircraft sales subject to residual
and asset value guarantees are accounted for as sales.

Research and Development Expenses

EADS recognizes research and development costs as an expense in the year incurred. When research and
development expenses are partly financed internally and partly by the customer, the externally-financed portion is
recognized as “‘Revenues’” using the percentage-of-completion method. Only EADS’ internally financed research
and development costs are reflected as “Research and development” expenses in the statement of income. The
costs related to externally financed research and development are reflected in the statement of income under “‘Cost
of sales.”

The accounting treatment for research and development costs adopted by EADS does not conform with IAS,
which it will otherwise follow in the preparation of its financial statements. IAS requires that development costs
be capitalized as an intangible asset in the period in which incurred if certain criteria for asset recognition are met.

Refundable Governmental Advances

Aerospatiale Matra, Dasa and CASA have received from the French State, the Federal Republic of Germany and
the Kingdom of Spain, respectively, aircraft development financing in the form of reimbursable advances known as
“refundable governmental advances.” Under a 1992 agreement between the European Union and the United
States, these refundable governmental advances are limited to 33% of the total development cost of a new aircraft
model. The refundable government advances are repaid from the proceeds of future sales of aircraft. The amount
refunded from each sale is determined in advance and established in the development agreements between
Aerospatiale Matra, Dasa and CASA and their respective national governments.

All outstanding refundable governmental advances have been presented under ““‘Other liabilities” in the unaudited
pro forma combining balance sheets. Under IAS, the principal amounts of repayments of refundable governmental
advances are deducted from *“Other liabilities”. Interest charges related to the amount of refundable governmental
advances will be expensed in the year in which they are incurred.

Pursuant to the contract with the French State with respect to a particular aircraft model, Aerospatiale Matra’s
obligations to repay refundable governmental advances for that aircraft model equals a fixed amount per aircraft
sold, multiplied by a specified number of units of that aircraft model. Accordingly, Aerospatiale Matra’s refund-
able governmental advances are fully reimbursed after a certain number of sales. After Aerospatiale Matra has sold
all of the specified number of units of an aircraft model and fully repaid the total amount of the refundable
governmental advances for such model, it is required to pay a relatively minor royalty amount in respect of each
additional aircraft sold.

The accounting for refundable governmental advances in the Aerospatiale Matra Audited Financial Statements and
Unaudited Aerospatiale Matra Pro Forma Financial Information is different from that in the Unaudited Pro Forma
Combining Financial Information. See “‘— Unaudited Reconciliation from Pro Forma and Historical French GAAP
to IAS — Aerospatiale Matra.” In cases where Aerospatiale Matra received refundable governmental advances, it
historically recognized the development costs for a new aircraft model as an expense in the year they were incurred
and recorded the related refundable government advances paid by the French State as “‘Other income” in the same
year. Until Aerospatiale Matra had sold all of the specified number of units of an aircraft model, it accounted for
the entire sale price of such units as “Sales”” and the repayable amount of the refundable governmental advances as
“Purchases and changes in inventory.” In the Unaudited Aerospatiale Matra Pro Forma Financial Information the
entire sale price of aircraft units is accounted for as ‘“Revenues” and repayments of refundable governmental
advances as ‘‘Research and development expenses.”

With respect to the refundable governmental advances received by Dasa, such obligations to the Federal Republic
of Germany were settled by repayments of Euro 895 million in 1998 and Euro 716 million in 1997. The 1998
settlement, which resulted in the complete discharge of all remaining obligations to the German Federal govern-
ment, related to the Airbus A300/310 and A330/340 series aircraft. The 1997 settlement related to the A320
aircraft and its derivatives. Of the foregoing settlement payments, Euro 229 million were expensed in 1998 and
Euro 369 million in 1997. The remainder of the settlement payments were capitalized and are being amortized
over those aircraft to be delivered in the future to which the settlements relate.

CASA historically has recognized the development costs for a new aircraft model as an expense in the year they
were incurred. With respect to a given financial period, CASA has allocated to revenues the share of refundable
governmental advances received for a new aircraft model in proportion to the progress of the expensed develop-
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ment costs in relation to the total projected development costs for such new aircraft model. The non-reimbursed
part of the refundable governmental advances has been presented in the balance sheet, net of the corresponding
development costs.

Orders

In most cases, notably orders placed with Airbus Industrie, EADS records orders when a contract has been signed,
a significant deposit has been received and EADS is reasonably satisfied that financing for the order will be
available. In the case of governmental orders, EADS may record orders when the agreement is signed. “Orders
booked” represents the total amount in Euro of orders booked during the year and “Order backlog” represents the
net amount in Euro of orders remaining on EADS’ order book at year-end. The following tables show orders
booked and backlog by division. Interdivision orders have been excluded from these tables. The orders booked for
Airbus are based on catalog prices.

Orders Booked (Pro Forma)®”

Year Ended December 31,

Division 1997 1998 1999
(in billions of Euro)
ATEDUS® oo 20.5 25.4 20.7
Military Transport AIrCraft. ..o 0.0 0.2 0.6
AACTOMAULICS .vvieuveeeeeiectee et ettt ete et eae et eete e et e e eteeenteeeaeeeteeeaeeeseeesseensseeseeenseenseseseeeseeans 45 5.9 49
SPACE -t 33 2.9 2.2
Defense & Civil SyStems.... ..ot 45 5.2 43
TOTAL .t ettt ettt e e et ettt e et eaeeanas 32.8 39.6 32.7

As at December 31,

Division 1997 1998 1999
(in billions of Euro)
ATEDUS oo 493 63.4 79.5
Military Transport AIrCraft........cccooviiciiiiiiiiiiiiicc s 0.4 0.3 0.7
AACTOMAULICS .vveeveeereectee et ettt ete et e et e e e et e eteeeteeeaeeeveeeaeeeteeeaseenseeeseeenseentseeseeeneeans 5.4 7.7 8.8
SPACE vt 6.6 4.8 4.4
Defense & Civil Systems......ccoviiiiiiiiiiiiiiiiiicc e 6.9 8.4 9.0
TOTAL ..ottt ettt ettt et e e e et ea e et e en e et eer et e eaeeanas 68.6 84.6 102.4

(1)  Without options.

(2) Based on catalog prices.

The pro forma order backlog at the end of 1999 was equivalent to approximately four years of pro forma revenues

at 1999 levels.

Exchange Rate Management Policy

EADS’ revenues are primarily denominated in dollars, while a substantial portion of its costs are incurred in Euro.
Consequently, to the extent that EADS does not use financial instruments to fix its exchange rate exposure from
the time of a customer order of equipment to the time of its delivery, its profits will be affected by changes in the
dollar-Euro exchange rate. Since EADS intends to generate profits principally from its operations, rather than
through speculation on exchange rate movements, EADS uses hedging strategies to manage and minimize the
impact of exchange rate fluctuations on these profits. EADS’ current foreign exchange hedge position is the result
of the combination of the outstanding hedging activity of Aerospatiale Matra, Dasa and CASA.

EADS currently manages a long-term hedging portfolio with a maturity of three and a half years covering dollar
receivables, mainly from the activities of Airbus Industrie. EADS only hedges actual net dollar exposure with
respect to firm orders, primarily using currency forwards and option contracts for coverage. The main currency
option strategy employed is a synthetic forward, which comprises a combination of the purchase of a dollar put
and the sale of a dollar call, each with the same notional amount and maturity.
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As of December 31, 1999, EADS’ dollar translation exposure was fixed, as follows: (1) for the year 2000, 98% of
the dollar flow is fixed at a rate of 1.184 dollars per Euro; (2) for the year 2001, 91% is fixed at a rate of 1.157
dollars per Euro; (3) for the year 2002, 92% is fixed at a rate of 1.163 dollars per Euro; and (4) for the year 2003,
approximately 11% is fixed at a rate of 1.08 dollars per Euro. Approximately one-half of the currency exposure for
the year 2002 is fixed through the use of dollar “put spreads”, involving the purchase and sale of put options of
the same maturity and notional amounts at different strike prices, backed by the sale of dollar calls.

Given that hedges over longer periods are more expensive to implement, EADS plans to employ hedges to cover
decreasing percentages of currency exposure over time as follows: 90% for the current year, 70% for the second
year, 50% for the third year and 25% for the fourth year. These coverage ratios may be adjusted to take into account
macroeconomic movements affecting the spot and interest rates, as applicable.

Aerospatiale Matra’s Exchange Rate Management Policy

Historically, the majority of Aerospatiale Matra’s sales have been dollar denominated, resulting in a policy of
hedging anticipated net dollar exposure (determined by reference to “firm” orders received).

Aerospatiale Matra has primarily used currency forwards and options contracts to effect its hedging requirements.
Aerospatiale Matra’s currency options hedging strategy has focused on achieving a “zero premium’ stance.

The notional outstanding amounts of financial instruments executed by Aerospatiale Matra in respect of its
hedging activities, which do not exceed its share of the order book of Airbus Industrie, are set out below.

At December 31,
1998 1999

(in millions of

dollars)

Currency contracts (including forward contracts and sales of call options) ........ccccevvireiiinnes 12,572 13,033

As of December 31, 1998, Aerospatiale Matra had U.S.$ 1.1 billion outstanding in forward currency contracts,
U.S.$ 4.0 billion in net purchases of dollar put options and U.S.$ 11.4 billion in net sales of dollar call options. As
aresult of strategy decisions taken in early 1999, Aerospatiale Matra instituted a new hedging strategy resulting in
the sales of dollar cash flows at an equivalent rate of 1.19 dollars per Euro for the year 2000, and approximately
between 1.17 and 1.19 dollars per Euro for the year 2001 and 2002. This change of strategy cost Aerospatiale
Matra Euro 402 million for the year 1999, which is accounted for in “Financial income (expense)” in the
Unaudited Pro Forma Combining Financial Information. Having implemented this strategy, Aerospatiale Matra has
assembled a portfolio of currency forwards, synthetic forwards, dollar put spreads backed by dollar call sales, and
for the years 2001 and 2002, a surplus of approximately U.S.$ 1.1 billion in dollar call sales not matched by dollar
revenue flows at Aerospatiale Matra. During the same period, however, there are unhedged dollar revenue flows at
Dasa and CASA which more than cover the unmatched dollar call sales at Aerospatiale Matra.

Dasa’s Exchange Rate Management Policy

Dasa has used financial instruments, such as forward exchange contracts and, to a much lesser extent, currency
options to manage its currency exposure resulting from day-to-day business operations.

The outstanding amounts of financial instruments executed by Dasa in respect of its hedging activities are set out
below.

At December 31,
1998 1999

(in millions of
Euro)

Currency contracts (including forward CONTIACTS) ........ccoeuriiucuriiicieiriicircicircceececie e 4,824 4,814

CASA’s Exchange Rate Management Policy

CASA has hedged its anticipated exchange rate exposure from equipment sales and other operating activities
through the use of currency forwards and options.

Interest Rate Management Policy

Aerospatiale Matra has managed its interest rate exposure using hedging instruments such as options, interest rate
swaps and future rate agreements (“FRA”). Amounts of interest paid and received under swaps have been
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accounted for over the period of the liability covered. Premiums paid or received have been recorded on the
balance sheet and allocated to the income statement on a proportionate basis over the life of the swap contract.

The table below shows the nominal contract value of Aerospatiale Matra’s interest rate instruments at Decem-

ber 31, 1999.

At December 31, 1999
Residual Maturity

Under l1to5 Over 5
Total® 1 year years years

(in millions of Euro)

Interest Rate Instruments:
Interest rate swaps

Fixed rate DOTTOWET ....c.c.cuiuiuiuiiiiiiiieieiiirnrrrs et 191 — 191 —

Fixed rate Lender.......cccoceiiiiiiiieiiiiiiinn e 526 39 487 —
FRA — purchased.......cccooiiiiiiiiiiiiccccececcs — — — —
FRA — SOLd ottt e — — — —
Caps — purchased ........ccoiiiiiiiiic 85 49 36 —
Caps — SOLd ..o — — — —
Floors — purchased ..o — — — —

FLOOTS —— SOLA vt 48 12 36 —

(1) Excluding swap agreements of Airbus financing subsidiaries.

Dasa and CASA historically have not used hedging instruments to manage their interest rate exposure to any
material extent.

Off Balance Sheet Liabilities

Certain sales contracts for Airbus and ATR aircraft have imposed financial liabilities on the Airbus Industrie and
ATR GIE which may be borne jointly and severally among the consortium partners, specifically allocated to
defined third parties (for example, to engine suppliers) or capped in amount.

Such liabilities consist of three principal types: (1) guarantees of lease payments, (2) guarantees of aircraft residual
values or reimbursement of outstanding loans, and (3) agreements to participate in financing the purchase of
aircraft by customers.

While commitments to provide financial guarantees related to orders on Airbus’ and ATR’s backlog are also given,
such guarantees are not accounted for as off balance sheet liabilities until the guarantee has been issued and the
aircraft has been delivered. This is due to (1) the fact that it is unlikely that all such guarantees will be issued,
(2) that, until the aircraft has been delivered, Airbus or ATR retain its value and (3) that third parties provide part
of the guarantee.

Reserves are established to cover likely future costs, that are probable of occurrence, whether the aircraft financing
has been guaranteed by the consortium or one of its subsidiaries.

EADS’ net commitments under these financial guarantees are recorded as contingent liabilities and correspond to
its share (80% for Airbus and 50% for ATR) of (1) the total amount of the guarantee provided by GIE, less (2) a
percentage of the market value of the aircraft concerned (which it determines using independent market value
data) and less (3) reserves already recorded.

At December 31, 1999, EADS’ net liabilities with respect to delivered aircraft totaled Euro 496 million, compared
with Euro 630 million at December 31, 1998 and Euro 889 million at December 31, 1997. The table below
describes such liabilities as of December 31, 1999.

Airbus ATR Total
(in millions of Euro)
EADS share in financial guarantee ............ccocecviiiiiniiciicenccsccne s 1,961 681 2,642
Portion of market value of QIrCraft ..oc.oooviveeeieieeeeeeee et (1,161) (599 (1,760)
EADS LabilItIes, IOt uuiiuiiiiieieeieeee et eee ettt ettt ettt s e e e e sae e e eaeeaeenean 800 82 882
Reserves StabIISHEd. ... ..ooouiieiieieeece ettt (304) _(82) (386)
Contingent liabilities (net of reserves) ..o 496 0 496



Overview

EADS is Europe’s premier aerospace and defense company and the third largest aerospace and defense company in
the world. In terms of market share, EADS is among the top two manufacturers of commercial aircraft, civil
helicopters, commercial space launch vehicles and missiles, and a leading supplier of military aircraft, defense
satellites and electronics.

EADS is the result of the consolidation of the businesses of Aerospatiale Matra, Dasa and CASA. EADS plans to
organize these businesses into five divisions as follows:

e Airbus: manufacturing of commercial jet aircraft of more than 100 seats;
* Military Transport Aircraft: manufacturing of military transport and special mission aircraft;

* Aeronautics: manufacturing of civil and military helicopters, military combat and trainer aircraft,
regional turboprop aircraft and light commercial aircraft; and civil and military aircraft conversion and
maintenance services;

® Space: manufacturing of satellites, orbital infrastructure and launchers; and provision of launch ser-
vices; and

* Defense and Civil Systems: manufacturing of missile systems; and provision of defense electronics,
military and commercial telecommunications solutions; and logistics, training, testing, engineering and
other related services.

In general, these manufacturing businesses are characterized by long production cycles and are subject to medium-
term and long-term trends in civil aviation, aerospace, defense and telecommunications. Another important
characteristic of many of these businesses is the extent of intervention by governmental entities, both in terms of
equipment ordered by them and direct and indirect financing from them.

Industry Considerations

Set forth below is a summary of significant trends affecting the main markets in which EADS competes. For
further information on the markets in which EADS is present, see “Business Description.”

Commercial Aircraft Market

The market for passenger jet aircraft has experienced a prolonged period of sustained, if somewhat cyclical,
growth, driven by an 8% average annual increase in worldwide passenger traffic since 1967. Principal factors
underlying the growth in passenger traffic, and consequently the demand for passenger jet aircraft, include the
deregulation of air transport, reduced airline operating costs and worldwide economic development. Deregulation
in the United States, leading to the development of the hub concept, has increased demand for smaller, more
fuel-efficient, narrow-body aircraft in particular.

Deregulation and liberalization in other markets, notably in the European Union since the early 1990s, is expected
to alter aircraft fleet utilization similarly. The cyclicality of the market for aircraft has historically been influenced
by such factors as the global and regional business cycles, fleet age and obsolescence, the cost of fuel or the
availability of financing,.

The market for passenger jet aircraft is dominated by two manufacturers, Boeing and Airbus. The level of
investment required to develop a competitive product range forms a high barrier to entry for potential new
competitors. The world air transport system as a whole is also highly concentrated, and is undergoing changes that
are likely to further increase the degree of concentration of both suppliers and operators.

The market for regional air travel and the demand for commercial jet aircraft with less than 100 seats have been
growing. The regional aircraft industry has experienced concentration in recent years, with EADS and Bombardier
dominating the market for turboprop aircraft and Bombardier and Embraer dominating the market for regional jets.

Consistent with the growth in commercial air travel and the size of the Airbus fleet in service, the market for
maintenance of Airbus aircraft has been growing, which trend is expected to continue. The market for the
conversion of passenger aircraft into freighter aircraft is growing as the air cargo market increases in size and
freight service airlines replace aging freighters. These growth trends present opportunities for EADS to increase
income from its commercial aircraft conversion and maintenance businesses.
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The market for civil helicopters, which is largely supplied by EADS and by Bell Helicopters, has been experienc-
ing a cyclical recovery since 1996. Management believes that global deliveries of civil helicopters will remain
relatively stable in the next five years.

European Defense Market

The defense market in Western Europe, where EADS generates the majority of its military sales, has shown a
generally decreasing trend in sales throughout the 1990s as a result of the end of the Cold War and general
budgetary constraints.

However, despite this trend of decreasing defense budgets in Western Europe, EADS anticipates significant
growth in its military helicopter, combat aircraft, ballistic missile, satellites, defense electronics and defense
services businesses in Europe. Management expects EADS’ military aircraft sales to increase substantially as a
result of Western European military demand for EADS’ Tiger attack helicopter and NH90 military transport
helicopter. Another recently developed product, the Eurofighter combat aircraft, also has the potential to add
substantially to EADS’ revenues in the Western European military sector. Furthermore, Management anticipates
an increase in revenues over the next few years in its ballistic missiles activity resulting from development work
on the M51, the new generation of submarine launched ballistic missiles that the French State has decided to
introduce.

Recent conflicts, such as Kosovo, have highlighted the European military need for observation satellites and
defense electronic equipment interoperability in command, control, communication and intelligence (C3I) systems.
Management believes that these segments of the European defense market will grow in the medium-term to
long-term.

Management also perceives a trend towards the outsourcing of services by European armed forces, since it is an
effective solution to problems arising from a decrease in public budgets and army personnel occurring as a result of
the professionalization of the armed services.

Spending in the Western European missile systems market, of which EADS is the leading supplier, has begun to
increase following a period of general decline in the early 1990s, as new platforms are equipped, older missile
systems are replaced and greater emphasis is placed on air defense systems. European missile systems suppliers,
including EADS, have commenced a process of consolidation, both as a result of the general decline in defense
spending and in response to the consolidation experienced in the U.S. market through the 1980s and 1990s. These
factors have contributed to increased competition between European and U.S. producers in markets in Europe, the
Middle East and Asia, as producers seek new export markets to offset decreased spending in their home markets.

Space and Telecommunications Markets

The space industry has experienced significant growth in recent years in both its commercial and military
segments. Demand in the commercial segment has been driven by telecommunications operators seeking to satisfy
increasing worldwide demand for telecommunications satellites and services. Demand for commercial space
launching services has been growing largely in line with demand for satellites.

The market for telecommunications equipment, in which EADS is a major European provider of voice and data
networking products, has enjoyed sustained growth driven by increased commercial and military demand for data
transmission, the deregulation of national telecommunications services, migration to digital data networking
systems and the introduction of internet protocol technologies. The professional mobile radio segment, in which
EADS is a global market leader, has additionally benefited from a migration from analog to secure digital systems,
and promising opportunities exist in Europe and elsewhere. Supply of telecommunications equipment is relatively
concentrated among a small number of manufacturers active worldwide.

Results of Operations

The following discussion is based upon the financial statements of Aerospatiale Matra, Dasa and CASA, which bave
been restated following IAS, except with respect to the capitalization of development costs, and converted to Euro. The
financial information for the individual entities in the following discussion, while based on IAS, does not reflect the pro
forma eliminations or adjustments that have been used in arriving at the totals in the Unaudited Pro Forma Combining
Financial Information as a whole. Thus for any given income statement item, the arithmetic sum of the respective figures

for each of Aerospatiale Matra, Dasa and CASA will not equal the figure for EADS as a whole.
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The following table sets forth unaudited pro forma income statement items of EADS for the periods indicated.

Unaudited Pro Forma Combining Statements of Income

for the Years Ended December 31, 1997, 1998 and 1999

Year ended December 31,

1997 1998 1999
(in millions of Euro)
REVEIIUES. ...ttt ettt ettt ettt ettt e et e et e es et e s et et ensenseneereenens 18,865 20,584 22,553
COSE OF SALES vttt ettt ettt ettt reereene s (15,270) (16,489) (18,278)
GroSS MATIN ...vivviviiiiiiiiiii e 3,595 4,095 4,275
Selling, administrative and other eXpenses...........ccccceeurrrrrrinnincncnicccceenns (2,377) (2,378) (2,213)
Research and development eXpenses ...........cccocvvvrririniicccncccccceeeenens (1,090) (1,232) (1,324)
Other INCOMIE ..ttt ettt eae et e et e e e e e eaeeneeneeneens 458 710 475
GoodWill depreciation ........ccoeeiiriririiiicicciciciciee e (403) (410) (398)
Income before financial income and INCOME tAXES ...cevveevevveeveveeeiereereereereneans 183 785 815
Financial income (EXPEnSe), MET.....c.ceueveuereuevririririririririieee e enenenenenns (1,747) 1,005 (1,846)
Income (loss) before INCOME tAXES. .....ccveeveeveereeeeeteeeeeeeeeeee e (1,564) 1,790 (1,031)
IICOMIE TAKES . viieuiietiecee ettt ettt ettt e et eareereeeaaa s 596 (585) 24
MINOIIEY INTEIESTS cvevivvrrirerereieie ettt (15) (16) )
Net INCOME (L0SS) .uviiuiiriieiitiieeeee ettt ettt e e e eeeenseeeeneas (983) 1,189 (1,009)

Pro Forma Revenues and Operating Income by Division

Set forth below is a breakdown of EADS’ revenues by division for the past three years, prepared on a pro forma
basis, as well as income before financial income and income taxes, also prepared on a pro forma basis. For purposes
of the table below and the discussion of pro forma results of operations for EADS by division, immediately
following, “Income before financial income and income taxes’ is referred to as “‘Operating Income” for ease of
discussion.

Year ended December 31,

1997 1998 1999
Percentage of Operating Percentage of ~Operating Percentage of Operating
Revenues  Revenues®” Income  Revenues  Revenues” Income  Revenues  Revenues” Income

(in millions of Euro)

Airbus....oooevcire 8,595 43.7 335 10,466 48.8 579 12,639 53.8 896
Military Transport

Alrcraft. .. 367 19 12 322 15 9 241 1.0 1)
Aeronautics 3,602 183 15 3,833 17.9 181 4,280 18.2 202
SPaCE v 3,238 16.4 173 2,652 123 153 2,518 10.7 99
Defense and Civil

Systems .......cocorvurinnes 3,872 197 164 4,191 19.5 266 3,830 16.3 86
Subtotal ....ccoovria 19,674 100.0 699 21,464 100.0 1,188 23,508 100.0 1,262
Eliminations and

others?.....ooooorrre 809) (516) (880) (403) 955) _(447)
272N DI 18,865 183 20,584 785 22,553 815

(1) Prior to eliminations and others.

(2) Includes, in particular, pro forma adjustments and eliminations for intercompany transactions, and income from leases of office space.

Airbus

Pro forma revenues of the Airbus Division increased by 21.8% from Euro 8,595 million in 1997 to
Euro 10,466 million in 1998, and by 20.8% to 12,639 million from 1998 to 1999, principally as a consequence of
substantial increases in aircraft deliveries from year to year. Most of these increases occurred in the relatively
lower-priced, single-aisle A319/A320/A321 aircraft family. Airbus Industrie delivered 294 of this type of aircraft
in 1999, compared with 229 in 1998 and 182 in 1997. In addition, between 1998 and 1999 there was a substantial
increase in deliveries of twin-aisle A330/A340, offset slightly by a decrease in deliveries of twin-aisle A300/A310
aircraft. Revenues from 1998 to 1999 were also positively affected by the strengthening of the dollar against the
Euro. For a discussion of the impact of exchange rate variations on EADS’ results of operations and EADS’
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hedging policy, see “— Accounting Considerations — Revenue and Cost Recognition” and ‘“— Exchange Rate
Risk Management Policy.”

Pro forma operating income increased by approximately 73% from Euro 335 million in 1997 to Euro 579 million in
1998, and by approximately 55% to Euro 896 million from 1998 to 1999. These increases were principally a
consequence of the growth in aircraft deliveries and a substantial decrease in obligations to repay refundable
governmental advances. See “— Accounting Considerations — Refundable Governmental Advances.”

Military Transport Aircraft

Pro forma revenues in the MTA Division decreased by 12.3% from Euro 367 million in 1997 to Euro 322 million
in 1998 and by approximately 25% to Euro 241 million in 1999, principally as a consequence of the completion in
1998 of deliveries of CN-235 military transport aircraft to the Turkish military pursuant to a multi-year contract
signed in 1991. Deliveries under this contract fell from 9 aircraft in 1997 to 5 in 1998; no aircraft were delivered
under this contract in 1999. Revenues were also impacted from 1998 to 1999 by a decrease in the number of
C-212 aircraft delivered under an agreement with the Republic of Venezuela, as well as by the completion in 1998
of deliveries of wings as part of the SAAB 2000 aircraft program.

Pro forma operating income decreased by 25.0% from Euro 12 million in 1997 to Euro 9 million in 1998, and
showed a loss of Euro 21 million in 1999, principally as a result of the factors discussed above.

Aeronautics

Pro forma revenues in the Aeronautics Division increased by 6.4% from Euro 3,602 million in 1997 to
Euro 3,833 million in 1998, primarily due to an increase in revenues from Eurocopter and from the Eurofighter
program, which were offset in part by the absence of revenues in 1998 from AVSCO, a spare parts distribution
company that was sold in 1997 to AAR Corporation. Pro forma revenues increased by 11.7% from
Euro 3,833 million in 1998 to Euro 4,280 million in 1999, principally as a consequence of an increase in revenues
from the Tornado upgrade program, as well as from increased revenues of Eurocopter, ATR and the civil aircraft
maintenance business.

Pro forma operating income increased from Euro 15 million in 1997 to Euro 181 million in 1998 due to the effect
of slightly higher expenses spread over a larger revenue base. Pro forma operating income increased by 11.6% from
Euro 181 million in 1998 to Euro 202 million in 1999, principally as a result of an increase in revenues from
military aircraft activities.

Space

Pro forma revenues in the Space Division decreased by 18.1% from Euro 3,238 million 1997 to Euro 2,652 million
in 1998, primarily due to a decrease in revenues resulting from the spin-off in 1998 of the former Aerospatiale’s
satellite activities to Alcatel. Also significant was the decrease in the relative importance of revenues from agency-
ordered projects in which the work performed by subcontractors is reflected as revenue in EADS’ unaudited pro
forma combining statement of income. Certain large-scale projects involve extensive sub-contracting work in
which Dasa acts as the prime contractor. In recent years, Dasa was awarded a higher proportion of smaller, lower-
revenue projects with a higher company-own share. This trend did not result in substantial decreases in Dasa’s
internal capacity utilization. Aerospatiale Matra was not subject to this trend, and EADS does not believe these
recent results are necessarily indicative of future trends. Pro forma revenues decreased by 5.1% from
Euro 2,652 million in 1998 to Euro 2,518 million in 1999, principally as a consequence of the continuation of the
above mentioned trend for Dasa. Moreover, EADS experienced a decline in the number of telecommunications
satellites sold due to difficult market conditions.

Pro forma operating income decreased by 11.6% from Euro 173 million in 1997 to Euro 153 million in 1998, due
primarily to restructuring costs associated with EADS’ launchers activities. Pro forma operating income decreased
by approximately 35% from Euro 153 million in 1998 to Euro 99 million in 1999, in large part as a result of
technical problems with certain satellite solar arrays.

Defense and Civil Systems

Pro forma revenues in the Defense and Civil Systems Division increased by 8.2% from Euro 3,872 million in 1997
to Euro 4,191 million in 1998, due primarily to the acquisition of SI Sicherungstechnik, an electronic defense
company. Pro forma revenues decreased by 8.6% from Euro 4,191 million in 1998 to Euro 3,830 million in 1999,
principally as a consequence of the completion of a major missile export contract in 1998, which was offset in part
by a substantial revenue increase from the joint venture with Nortel Networks, Canada.

48



Pro forma operating income increased by approximately 62% from Euro 164 million in 1997 to Euro 266 million in
1998 due principally to the divestiture of CMS, Inc. Pro forma operating income decreased by approximately 68%
from Euro 266 million in 1998 to Euro 86 million in 1999, principally as a result of the completion in 1998 of the
major missile export contract referred to above.

Results of Operations: Fiscal Year 1999 Compared with 1998

In the following discussion, references to “IAS revenues”, “IAS cost of sales” and other such references to income
statement items refer to the IAS Reconciliations of such income statement items.

Revenues

Total pro forma revenues of EADS increased by 9.6% from Euro 20,584 million in 1998 to Euro 22,553 million in
1999. This increase was primarily attributable to an increase in revenues from deliveries of commercial aircraft.
Airbus, 80% of the ownership interest of which is controlled by EADS, experienced a substantial increase in
deliveries of commercial aircraft in 1999 compared with 1998, which had a strong positive effect on each of the
combining companies’ revenues. This increase was offset in part by a substantial decrease in revenues associated
with the completion of a major missile export contract and a slight decrease in revenues from space-related
activities.

Aerospatiale Matra’s IAS revenues amounted to Euro 12,236 million in 1999, an increase of 6.7% over IAS pro
forma revenues of Euro 11,472 million in 1998. In addition to increased revenues from Aerospatiale Matra’s
Airbus division, revenues were positively impacted by increases in revenues of Eurocopter, ATR and the civil
aircraft maintenance business. This increase was offset in part by a decrease in revenues associated with the
completion in 1998 of a major missile export contract.

Dasa’s IAS revenues increased 4.8% from Euro 7,115 million in 1998 to Euro 7,455 million in 1999. In addition to
increased revenues from its Airbus division, Dasa saw an increase in revenues from its military aircraft division
(particularly in connection with the Tornado conversion program). These increases were offset in part by a marked
decrease in revenues from Dasa’s satellites division, which was attributable to the fact that in 1999 the importance
of projects in which Dasa acted as prime contractor, in which sub-contracted activities are reflected on its income
statement, decreased compared with 1998.

CASA’s IAS revenues increased 16.4% from Euro 800 million in 1998 to Euro 931 million in 1999, resulting
principally from a substantial increase in exports of military and civil aircraft.

An important non-operational factor that had a significant positive effect on EADS’ revenue stream in 1999, given
the importance of EADS’ dollar-denominated sales, was the strengthening of the dollar against the Euro over the

course of 1999.

For discussion of the impact of exchange rate variations on EADS’ results of operations and EADS’ hedging
policy, see ““— Exchange Rate Management Policy”” and “— Accounting Considerations — Revenue and Cost
Recognition.”

Cost of sales

Pro forma cost of sales for EADS increased 10.8% from Euro 16,489 million in 1998 to Euro 18,278 million in
1999. This increase was due in large part to increases in production and sales of Airbus aircraft.

IAS cost of sales at Aerospatiale Matra increased 7.2% from Euro 8,977 million in 1998 to Euro 9,624 million in
1999, mostly as a result of an increase in personnel expenses related to stepped-up production of Airbus aircraft
and costs related to technical problems with certain satellite solar arrays. Dasa’s cost of sales increased 7.6% from
Euro 5,495 million in 1998 to Euro 5,914 million in 1999. Costs relating to raw materials and services purchased
remained essentially unchanged from one year to the other, while personnel expenses increased, primarily due to
additional hires by the Airbus division. The cost of sales was also affected by the adjustment of provisions made in
respect of loss at completion on certain contracts.

Selling, administrative and other expenses

Pro forma selling, administrative and other expenses for EADS decreased 6.9% from Euro 2,378 million in 1998 to
Euro 2,213 million in 1999. Much of the decrease was attributable to the fact that Dasa discharged in 1998 its
remaining obligations to the Federal Republic of Germany. An expense of Euro 229 million was recorded in 1998
in connection with this discharge of obligations. See “— Refundable Governmental Advances.”
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Aerospatiale Matra’s IAS selling, administrative and other expenses remained essentially unchanged from 1998 to
1999, in spite of the increase of revenues from Euro 1,351 million to Euro 1,358 million. Dasa’s IAS expenses
decreased approximately 20.5% from Euro 833 million in 1998 to Euro 662 million in 1999, largely as a result of
the discharge of its obligations to the Federal Republic of Germany mentioned above. CASA’s IAS expenses in this
category decreased 19.8% from Euro 121 million to Euro 97 million resulting from a number of non-recurring
extraordinary expenses recorded in 1998, as well as a small decrease in revenues related to aircraft deliveries in

1999.

Research and development

EADS’ pro forma research and development expenses amounted to Euro 1,324 million in 1999 compared with
Euro 1,232 million in 1998, representing an increase of 7.5%, primarily due to long-range civil and military aircraft
programs.

Other income

Other income represents principally gains on sales of investments and fixed assets, rental income and from
reversals of provisions (as well as, in 1997, certain currency gains). EADS had other income, calculated on a pro
forma basis, in 1999 of Euro 475 million compared with Euro 710 million in 1998, representing a decrease of 33%.

Aerospatiale Matra’s IAS other income decreased nearly 34% from Euro 472 million in 1998 to Euro 312 million
in 1999, largely as a result of decreases in gains derived from the sale of non-core assets in 1999 compared with
1998. Dasa’s IAS other income decreased from Euro 200 million in 1998 to Euro 150 million in 1999, also as a
consequence of non-recurring gains made on the sale of CMS Inc. recorded in 1998.

Income before financial income and income taxes

Pro forma income before financial income and income taxes of EADS increased by 3.8% from Euro 785 million in
1998 to Euro 815 million in 1999, which resulted from the factors discussed above.

Aerospatiale Matra’s IAS income before financial income and income taxes decreased 10.0% from Euro 833 million
in 1998 to Euro 750 million in 1999, while Dasa’s remained essentially unchanged, amounting to
Euro 464 million in 1998 as compared with Euro 461 million in 1999. CASA’s income before financial income and
income taxes increased by 70.1% during the same period from Euro 67 million in 1998 to Euro 114 million in

1999.

Financial income (expense), net

Financial income (expense), net includes principally investment income (including gains or losses of companies
accounted for under the equity method), net interest expense and exchange rate gains or losses. Financial income
(expense) of EADS established on a pro forma basis for 1999 consists of a net loss of Euro 1,846 million in 1999
compared to a net gain of Euro 1,005 million in the preceding year.

In 1998, Aerospatiale Matra recorded IAS financial income, net of Euro 620 million; in 1999 it reported financial
expense, net of Euro 1,724 million. This net financial expense resulted largely from the negative variation in the
marked-to-market valuation of the Aerospatiale Matra financial instrument portfolio, which is a consequence of
the application of macro hedge accounting. See “— Exchange Rate Management Policy — Aerospatiale Matra’s
Exchange Rate Management Policy.” See also ““— Accounting Considerations — Revenue and Cost Recognition.”

Dasa, on the other hand, reported IAS financial income, net of Euro 223 million in 1998, while it reported
financial expense, net of Euro 89 million in 1999. Much of the net expense reported in 1999 resulted from the
negative variation in the marked-to-market valuation of the Dasa financial instrument portfolio, which is a
consequence of the application of macro hedge accounting. It also resulted from a decrease in interest income due
to the lower liquidity resulting from the repayment of Airbus commitments to the German government.

Income (loss) before income taxes

Pro forma income before income taxes amounted to Euro 1,790 million in 1998, compared with a loss of
Euro 1,031 million in 1999.

Income taxes

In 1998, EADS’ income tax expense totaled Euro 585 million, compared with a tax benefit of Euro 24 million in

1999.
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In 1998, Aerospatiale Matra’s [AS income tax expense totaled Euro 427 million, while in 1999 it reported an
income tax benefit totaling Euro 352 million resulting principally from deferred taxes recorded in connection with
the restatement of financial instruments under IAS.

Dasa’s IAS income tax expense increased approximately 69% from Euro 240 million in 1998 to Euro 405 million in
1999. In 1999 German tax laws were changed, which resulted in a reduction in the retained corporate income tax
rate from 45% to 40% and a broadening of the tax base. The effects of the changes in the German tax laws were
recognized as a charge of Euro 233 million in 1999.

Net income

EADS experienced a pro forma IAS net loss of Euro 1,009 million in 1999, compared with pro forma net income

of Euro 1,189 million in 1998.

Results of Operations: Fiscal Year 1998 Compared with 1997
Revenues

Total pro forma revenues for EADS increased 9.1% from Euro 18,865 million in 1997 to Euro 20,584 million in
1998. The principal reason for the development was a substantial increase in deliveries of commercial aircraft,
particularly of Airbus.

Aerospatiale Matra’s IAS pro forma revenues amounted to Euro 11,472 million in 1998, an increase of 3.1% over
pro forma revenues of Euro 11,131 million in 1997, resulting primarily from increased deliveries of Airbus
aircraft. This was offset in part by the spin-off of the satellite activities of the former Aerospatiale in 1998, which
contributed Euro 488 million to revenues in 1997.

Dasa’s IAS revenues increased 12.9% from Euro 6,303 million in 1997 to Euro 7,115 in 1998. This was due to
significant increases in revenues in all of Dasa’s business lines with the exception of satellites, which saw a
significant decrease, a reflection of the trend towards a lower value of work carried out by subcontractors. The
most significant revenue increase was in the commercial aircraft division, particularly with respect to deliveries by
Dasa to Airbus Industrie of aircraft sub-assemblies. Also important were increases in revenues in Dasa’s defense
and civil systems division, particularly in connection with the acquisition of SI Sicherungstechnik GmbH

& Co. KG.

CASA’s pro forma revenues increased 7.5% from Euro 744 million in 1997 to Euro 800 million in 1998, due
principally to increases in exports of military and civil aircraft.

Cost of sales

Pro forma cost of sales in 1998 increased to Euro 16,489 million, a 8.0% increase over cost of sales of
Euro 15,270 million in 1997. Much of the increase was attributable to increased production of commercial aircraft.

Aerospatiale Matra’s IAS cost of sales increased 2.9% from Euro 8,724 million in 1997 to Euro 8,977 million in
1998. Dasa’s IAS cost of sales increased 5.0% from Euro 5,233 million in 1997 to Euro 5,495 million in 1998,
reflecting accounting effects relating to provisions made in respect of profitability estimations on certain contracts.
Much of the increase for Aerospatiale Matra, Dasa and CASA was related to increased production of Airbus
aircraft.

Selling, administrative and other expenses

Pro forma selling, administrative and other expenses remained stable, amounting to Euro 2,377 million in 1997

and to Euro 2,378 in 1998.

Aerospatiale Matra’s IAS selling, administrative and other expenses increased 11.1% from Euro 1,216 million in
1997 to Euro 1,351 million in 1998. Dasa’s IAS expenses decreased 16.5% from Euro 998 million in 1997 to
Euro 833 million in 1998, due in part to the realization of benefits derived from its cost savings program.

Research and development

Pro forma research and development expenses amounted to Euro 1,232 million in 1998, an increase of 13.0%
compared with Euro 1,090 million in 1997.

Aerospatiale Matra’s R&D IAS expenses increased slightly from Euro 644 million in 1997 to Euro 655 million in
1998. This increase was primarily attributable to an increase in research and development expenses in connection
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with the Airbus program, offset in part by the spin-off of Aerospatiale’s satellite activities in 1998 and the
completion of certain development programs relating to missile systems. Dasa’s corresponding expenses increased
by approximately 24% to Euro 507 million in 1998 from Euro 409 million in 1997, which was primarily due to
marked increases in research and development activity relating to both commercial and military aircraft develop-
ment programs.

Other income

EADS had pro forma other income (net) in 1998 of Euro 710 million, an increase of 55% compared with
Euro 458 million in 1997.

IAS other income at Aerospatiale Matra increased from Euro 104 million in 1997 to Euro 472 million in 1998,
which resulted primarily from gains resulting from the spin-off of Aerospatiale’s satellite activities. Conversely,
IAS other income at Dasa decreased approximately 44% from Euro 355 million in 1997 to Euro 200 million in
1998, mainly as a consequence of a decrease in income from foreign exchange gains, which was offset in part by
Euro 58 million gain on the sale of CMS Inc.

Income before financial income and income taxes

As a consequence of the factors discussed above, pro forma income before financial income and income taxes of

EADS increased 329% from Euro 183 million in 1997 to Euro 785 million in 1998.

Aerospatiale Matra’s IAS income before financial income and income taxes increased approximately 59% from
Euro 524 million in 1997 to Euro 833 million in 1998, while Dasa’s increased from Euro 8 million in 1997 to
Euro 464 million in 1998.

Financial income (expense), net

Financial income consists principally of income from investments (including gains or losses of companies ac-
counted for under the equity method), net interest expense and exchange rate gains or losses. EADS’ pro forma
financial income, net amounted to Euro 1,005 million in 1998, compared with financial expense, net of
Euro 1,747 million in 1997.

Aerospatiale Matra recorded IAS financial income, net of Euro 620 million in 1998 compared to IAS financial
expense of Euro 1,323 million in 1997. Much of the net financial income reported in 1998 resulted from the
positive variation in the marked-to-market valuation of the Aerospatiale Matra financial instrument portfolio,
which was a consequence of the macro hedge accounting. See ‘“— Exchange Rate Management Policy —
Aerospatiale Matra’s Exchange Rate Management Policy” and “— Accounting Considerations — Revenue and
Cost Recognition.”

Dasa recorded IAS financial income, net of Euro 223 million in 1998 compared with IAS financial expense, net of
Euro 321 million in 1997. This variation was principally a result of the positive valuation of the marked-to-market
Dasa financial instrument portfolio, which was a consequence of the macro hedge accounting. However, the
financial income for 1998 was offset in part by net losses at companies consolidated using the equity method. See
“— Exchange Rate Management Policy — Dasa’s Exchange Rate Management Policy” and ‘“— Accounting
Considerations — Revenue and Cost Recognition.”

Income (loss) before income taxes

As a result of the factors discussed in the preceding paragraphs, pro forma income before income taxes amounted to
Euro 1,790 million in 1998, compared with a pro forma loss of Euro 1,564 million in 1997.

Income taxes

In 1998 EADS’ pro forma income tax expense totaled Euro 585 million, compared with an income tax benefit of
Euro 596 million in 1997.

In 1998, Aerospatiale Matra had IAS income tax expense totaling Euro 427 million, while in 1997 it recorded an
income tax benefit totaling Euro 320 million associated with the revaluation of financial instruments. Dasa had
IAS income tax expense totaling Euro 240 million in 1998, compared with an IAS income tax benefit of Euro 208
million in 1997 associated with the loss for that year.
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Net income (loss)

As a consequence of the factors discussed above, EADS had pro forma net income of Euro 1,189 million in 1998,
compared with a pro forma net loss of Euro 983 million in 1997.

Liquidity and Capital Resources

The following table sets forth a summary of the unaudited pro forma combining statement of cash flows for the

year ended December 31, 1999.

Year ended
December 31, 1999

(in millions of Euro)

Net cash flows provided by operating activities ........c.cccooieuririiiciiinieisiiinieneenes 1,538

Including changes in working capital...............cccocccevevvvvvevevviniiscinisiiciciccicnicii, 783

Net cash flows used in Investing activities.........cccoeviiiuriniiieriiniceiiieereenes (1,340)

Net cash flows used in financing activities..........ccocovviiiniiicinicciiicccees (275)

Effect of foreign exchange rate changes on cash and cash equivalents.................. 27)

Net decrease in Cash.....cocciiiiiiiiiiiiiiceeceeeee et (104)
Year ended

December 31, 1999

(in millions of Euro)

Cash and cash equivalents"”

At the beginning of the year ... 4,854
At the end of the year.......cooiiiiiiiiii s 4,750
Change in cash and cash equivalents ...........cooooooiiiiiiiiiii e (104)

(1) Includes securities.

Cash provided by operating activities of Euro 1,538 million was principally generated from the sales of aircraft by
Airbus Industrie and an increase in the amount of customers’ prepayments, partly offset by the repayments by
Dasa in respect of German refundable governmental advances and also through the costs incurred as a result of the
change in Aerospatiale Matra’s exchange rate management policy. See “— Accounting Considerations — Refund-
able Governmental Advances” and ‘“— Exchange Rate Management Policy.”

Cash used for investing activities of Euro 1,340 million was principally due to payments for the purchase of fixed
assets primarily for the purpose of modernizing and enlarging technical plant and equipment. Additionally, the
cash outflow was caused mainly by an increase in investments in aircraft by Airbus and ATR leasing and financing
companies. These cash outflows were partly offset by the proceeds from sales of businesses and fixed assets mainly
consisting of the sale of Sextant Avionique to Thomson-CSF.

Cash used for financing activities of Euro 275 million was principally the result of the dividends paid by Dasa to
its parent. This effect was, in large part, offset by an increase in the financial liabilities of Airbus and ATR,
primarily reflecting an increase in the volume of funding related to Airbus and ATR leasing and financing activity.

Capital Expenditures

Capital expenditures incurred during the year ended December 31, 1999 were funded by cash from operations and
through external financings. These capital expenditures related principally to various aircraft developments
programs.
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Set forth below is a summary of historical capital expenditure information for each of Aerospatiale Matra, Dasa and

CASA for the three-year period ended December 31, 1999.

Aerospatiale Matra Capital Expenditures”

1997 1998 1999

(in millions of Euro)

Acquisitions of INtangible aSSETS........coiiuiuiiiiiiuiiriciciriiieierecie e 36 31 56
Acquisitions of property, plant and eqUIPIMENT .......cccouiucuririiiciriicieccerce e 319 302 463
Acquisitions of investments in long-term financial asSets.......ccocococueuriricirinicicnircicunnnes 102 331 88
TOTAL. ..o 457 664 607

(1) In this table, the 1999 Aerospatiale Matra figures correspond to the consolidated figures contained in the Audited Financial Statements of
Aerospatiale Matra. Furthermore, for 1997 and 1998, figures are for Aerospatiale only.

Dasa Capital Expenditures

1997 1998 1999

(in millions of Euro)

Acquisitions of Intangible aSSEts.........cciiiiiiiiiiiiiiiiiiiiicre e 17 21 18
Acquisitions of property, plant and equUIPMENt .......ccccociiviiiiiieiiiicieicercee e 221 291 283
Acquisitions of investments in long-term financial assets.........cccoccvuviiciinieiciiccinnes 53 137 71
£10 4 VN SR 291 449 372

1997 1998 1999

(in millions of Euro)

Acquisitions of intangible aSSEs........cccoeiiiiiiiiiiririricccee e 4 2 1
Acquisitions of property, plant and equIPmMENt ........cccooviviiiiiieiiiinic e 25 51 66
Acquisitions of investments in long-term financial assets.........cccccocvcveeeeeiceeernene. 4 1 4
O 2N TSRO 33 54 71

For the period 2000 to 2002, it is estimated that upwards of one-half of EADS’s capital expenditures will be made
in connection with Airbus activities, such as the development and establishment of production facilities for Airbus
aircraft. In particular, the launch of a development program for the A3XX ultra-large aircraft would involve
substantial capital expenditures and research and development expenses as part of the Euro 11 to 12 billion
development program. See ‘‘Business Description — Airbus — Products and Services.” Other capital expenditures
would involve the expansion and completion of the production facilities for single-aisle and for long-range aircraft,

such as the A340-500/600.

Capital Resources and Other Financing

EADS generally finances its manufacturing activities and product development programs, and in particular the
development of new commercial aircraft, through a combination of funds generated by operating activities,
customer prepayments, risk-sharing partnerships with sub-contractors and refundable governmental advances. In
addition, EADS’ military activities benefit from government financed research and development contracts.

In addition to these financing sources, Aerospatiale Matra has obtained financing from (1) the issuance of bonds
with maturities varying from one to five years, (2) short-term treasury notes (billets de trésorerie), (3) bank loans
and (4) financing leases mainly related to assembly plants and research and development centers. Aerospatiale
Matra’s outstanding indebtedness of these types amounted to approximately Euro 2 billion at year-end 1999.
Aerospatiale Matra has at its disposal a U.S.$ 500 million outstanding line of credit.

The Unaudited Pro Forma Combining Financial Information does not reflect the proceeds that would be raised

from the Offering.
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UNAUDITED RECONCILIATION FROM PRO FORMA AND HISTORICAL FRENCH GAAP
TO IAS — AEROSPATTIALE MATRA

The amounts below are expressed net of income taxes.

Year ended December 31,

1997 1998 1999
Pro Forma Pro Forma Historical

(in millions of Euro)

Net income under French GAAP .....covoiiieieieeeeeeeeeeeee e 411 436 30
Acquisition accounting and goodwill ...........cccccviviiiiiiiiiii, (135) (135) (135)
Refundable advances.........ccccoouiiiiieieieieieieeeeeee et 89 181 73
Derivative exchange COMLIACES ........ccoviiiiiiiiiiiiiieiiiiccecc s (798) 542 (596)
Revenue reCoOgnItion ........ccoveeieieieiiinieiiiiiiccccccce e (39) &) (32)
Consolidation of financing eNILIES ........cccccurvirieiiiieiiiicceeccece s (15) ) (10)
Provision for reStructuring COoStS ..........cuimiiimniniimeriiiiiesiseeeseesesenens 4) 1 29
Tooling AmMOTTtiZATION .......cuviiiiiicciice s 3 ) NE))
Net income (loss) under TAS ... (489) 1,010 (644)
December 31,
1998 1999
Pro Forma Historical

(in millions of Euro)

Shareholders’ equity under French GAAP..........ccccociiiiiiiiiiccces 1,744
Acquisition accounting and goodwWill.........cccciiiiiiiiiiiiniiiicc 2,571
Refundable adVamnces .........ccooiiiiuiiiiiiiiceeeee ettt ettt (1,333)
Derivative eXChange COMITACTS ........ocuiuiuiuiiiiiiiiiiicieieiice e (214)
Revenue reCoOZNItION. ......ccciiiiiiiiiiici s (158)
Consolidation of fNANCING ENLILIES. .....c.iveviieieiiicieiiicie e (57)
Provision fOr re€StrUCTUIING COSTS......cuiiimimimiiiiiiiiiiiieieiieiieieieie e 9
ToOlING AMOTTZATION ... 51
Shareholders’ equity under TIAS ... 2,613

See accompanying notes to unaudited reconciliations to IAS.
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SUMMARY OF DIFFERENCES BETWEEN AEROSPATIALE MATRA
ACCOUNTING PRINCIPLES, IAS AND U.S. GAAP

The consolidated financial statements of Aerospatiale Matra and its predecessor companies, Aerospatiale and MHT,
appearing elsewhere in this prospectus, and Dassault Aviation, have been prepared in accordance with accounting
principles generally accepted in France (‘“French GAAP”), which differ in certain respects from IAS and from
accounting principles generally accepted in the United States (“U.S. GAAP”).

The following is a summary of the significant differences between French GAAP and IAS that may affect
Aerospatiale Matra’s consolidated net income and consolidated shareholders’ equity for the periods presented. The
IAS adopted by EADS conform in all material respects with U.S. GAAP, except that EADS will account for certain
joint ventures using the proportionate method of consolidation. U.S. GAAP requires that joint ventures be
accounted for using the equity method of accounting. Application of the equity method as compared with the
proportionate method of consolidation has no effect on net income or shareholders’ equity. EADS intends to
expense all development costs as incurred, which is required under U.S. GAAP. IAS, however, require that
development costs be capitalized as an intangible asset in the period in which they are incurred if certain criteria
for asset recognition are met.

The description of significant differences below does not identify disclosure, presentation or classification differ-
ences that would affect the manner in which the transactions and events are presented in Aerospatiale Matra’s
consolidated financial statements if they were prepared in accordance with IAS or U.S. GAAP.

Acquisition accounting and goodwill

The contribution of MHT by Lagardére to Aerospatiale was effected by way of a share-for-share exchange of MHT
shares for Aerospatiale Matra shares. Determination of the resulting goodwill was made on the book value basis of
these shares and partially offset against retained earnings.

Aerospatiale Matra recorded its 45.76 percent interest in Dassault Aviation at book value. Existing goodwill in
Dassault Aviation has been offset against retained earnings.

Under IAS or U.S. GAAP, the equity investment in MHT and Dassault Aviation equivalent to the consideration
paid would represent the fair values of the underlying assets and liabilities of MHT and Dassault Aviation and
goodwill, the latter being the difference between the fair values of the net assets and the consideration. Goodwill
would be amortized over the estimated useful economic life of the investment.

Refundable advances

Refundable advances are recorded in income as received, reimbursements are recorded as expense as revenues are
generated and repayments become due.

Under IAS or U.S. GAAP, refundable advances would continue to be recorded as a liability until such time as all
conditions that might lead to repayment had been eliminated. At such time, the advances would be recorded as
income.

Forward and derivative exchange contracts

Aerospatiale Matra enters into various forward and option contracts to limit overall exposure to foreign currency
fluctuations, in particular to the U.S. dollar. Aerospatiale Matra hedges anticipated dollar revenue streams, net of
expenses, from receivables relating to firm contracts. Under French GAAP, these contracts are treated as hedging
agreements and since Aerospatiale Matra uses a zero premium strategy, payments for purchases of put options and
funds from sales of call options are immediately recorded in operating income.

Under IAS or U.S. GAAP, these instruments would not qualify as hedges and consequently are marked to market
and changes in their market value are reflected as exchange gains or losses in the statement of income.

Translation of foreign currency income and expenses

Foreign currency income and expenses of Airbus Industrie are translated at the average rate of related firm and
optional foreign currency hedges.

Under IAS or U.S. GAAP income and expenses would be translated at their weighted average exchange rate for
the period, and foreign currency hedges translated at the spot rate at the balance sheet date.
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Revenue recognition

Revenues from in-house products (aircraft) are recognized upon delivery, provided that there is a firm contract and
that no significant costs are expected to be incurred subsequently.

Under IAS or U.S. GAAP, the sale of aircraft including value guarantee commitments are accounted for as
operating leases and not as sales when the value guarantee risk is considered material.
Consolidation of finance companies

Investments in finance subsidiaries whose operations are directly related to the ATR and Airbus GIE and whose
debt is guaranteed by Aerospatiale Matra, are currently accounting for at cost.

Under IAS or U.S. GAAP, the assets and debt of such financial companies would be fully consolidated.

Provision for restructuring costs

Certain personnel costs included in restructuring provisions do not meet the criteria for recognition of a liability
set forth in IAS or U.S. GAAP. In particular, severance provisions under French GAAP are recorded before a
detailed restructuring plan is communicated to employees.

Under IAS or U.S. GAAP such a plan, which would require to be enacted without delay, would identify the
benefits to be paid, the categories and numbers of employees concerned.

Tooling amortization

Tooling expenses are capitalized and immediately depreciated on a straight line basis over their useful life.

Under IAS or U.S. GAAP, depreciation starting date is deferred to the first commercial delivery of the correspond-
ing program.
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UNAUDITED RECONCILIATION FROM HISTORICAL U.S. GAAP TO IAS — DASA

Net income (loss) under U.S. GAAP ..o
110 AIFEOIEIICES .ttt ettt ettt eaean

Net income (loss) under TAS............cocooiiiie e

Net assets Under U.S. GAADP ...t eneens

B T I b1 3 1<) =3 s ot

Net assets UNAer TAS ...ttt eae s

See accompanying notes to unaudited reconciliation to IAS.
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Year ended December 31,

1997 1998 1999
(in millions of Euro)
(115) 424 (39)

(115) 424 (39

December 31,
1998 1999

(in millions of
Euro)

3,203

3,203

2,397

2,397



SUMMARY OF DIFFERENCES BETWEEN DASA
ACCOUNTING PRINCIPLES, IAS AND U.S. GAAP

The audited combined financial statements of Dasa appearing elsewhere in this prospectus have been prepared in
accordance with U.S. GAAP, except for the use of the proportionate method of consolidation as discussed below,
which differ in certain respects from IAS.

The IAS adopted by EADS conform in all material respects with U.S. GAAP, except that EADS will account for
certain joint ventures using the proportionate method of consolidation. U.S. GAAP requires that joint ventures be
accounted for using the equity method of accounting. Application of the equity method as compared with the
proportionate method of consolidation has no effect on net income or net assets. EADS intends to expense all
development costs as incurred, which is required under U.S. GAAP. IAS, however, require that development costs
be capitalized as an intangible asset in the period in which they are incurred if certain criteria for asset recognition
are met.

The description of significant differences does not identify disclosure, presentation or classification differences
that would affect the manner in which transactions and events are presented in Dasa’s audited combined financial
statements if they were prepared in accordance with IAS or U.S. GAAP.
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UNAUDITED RECONCILIATION FROM HISTORICAL SPANISH GAAP TO IAS — CASA

Net income under Spanish GAAP

Year ended December 31,
1997 1998 1999

(in millions of Euro)

39 47 81

ASSEL TEVALUATION ..ttt ettt ettt ettt et e ea e et e eaeeeaeeaeennesneesesnneneeneans 2 4 3
Voluntary early retirement and voluntary Severances.............ccccococoeuneuee 6 2 17)
Revenue reCOGMITION. ......cciuiiiiiiiiiiiiiiicicis e 14 5 —
COrporate INCOIME TAXES.....c.cvuiuimimieiuiiiiieieieteeeeeeeeee sttt — 10 2
Tax effects of TAS adjustments.........cocoeicuriniciciniicieiccceceans (8) E) 5
Net income under TAS ... ..o 53 65 74
December 31,

1998 1999

(in millions of

Euro)

Shareholders’ equity under Spanish GAAP ........ccccoooiiiiiiiiiiiic e 416 480
ASSET TEVALUATION ... cevete ettt ettt ettt et e e et e e e st et e ereeseeaeeese et eeneeneeeneeneeeseeneenes (19) (16)
Voluntary early retirement and voluntary SEVEIances............ccccooooeveeiriierninieneinicsssicneieenns 17 —
ReVENUE FECOZNITION ....ouvviiiiiiiiiiiiii s — —
COrporate INCOME TAKES ...c.cvverviuiiiiieriiit ittt ettt bbb sa b 34 38
Tax effects of TAS adjustments .........ooveuiiiiiiiiiiicc s 1 5
Shareholders’ equity under TAS..............ccooiiiiiii e 449 507

See accompanying notes to unaudited reconciliations to IAS
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SUMMARY OF DIFFERENCES BETWEEN CASA
ACCOUNTING PRINCIPLES, IAS AND U.S. GAAP

The consolidated financial statements of CASA appearing elsewhere in this prospectus have been prepared in
accordance with generally accepted accounting principles in Spain, which differ in certain respects from IAS and
from accounting principles generally accepted in the United States.

The following is a summary of the significant differences between Spanish GAAP and IAS that may affect
CASA’s consolidated net income and consolidated stockholders’ equity for the periods presented. The IAS adopted
by EADS conform in all material respects with U.S. GAAP, except that EADS will account for certain joint
ventures using the proportionate method of consolidation. U.S. GAAP requires that joint ventures be accounted
for using the equity method of accounting. Application of the equity method as compared with the proportionate
method of consolidation has no effect on net income or shareholders’ equity. EADS intends to expense all
development costs as incurred, which is required under U.S. GAAP. IAS, however, require that development costs
be capitalized as an intangible asset in the period in which they are incurred if certain criteria for asset recognition
are met.

The description of significant differences below does not identify disclosure, presentation or classification differ-
ences that would affect the manner in which transactions and events are presented in CASA’s consolidated
financial statements if they were prepared in accordance with IAS or U.S. GAAP.

Asset revaluation

CASA’s tangible fixed assets are carried at cost, revalued pursuant to Royal Decree-Law 7/1996 and previous
enabling legislation. Such revaluations are only permitted under IAS on fulfillment of certain conditions.

The IAS adjustment includes a reduction in shareholders’ equity to eliminate these revaluations and an increase in
income for the year resulting from the recomputation of depreciation on a historical cost basis. In addition, a
deferred tax asset has been recorded for the difference between IAS and the historical financial statement value.

Voluntary early retirement and voluntary severances

CASA’s recorded accruals for voluntary early retirements and voluntary severances in 1996, 1997 and 1998 in
accordance with Spanish GAAP since management had developed specific plans to implement personnel reduc-
tions in subsequent years. IAS requires that, in addition to management’s plans, agreements need to be entered
into with the employees involved prior to expensing such amounts.

In 1999, no adjustment is required because an agreement has been entered into with the employees before year
end.

Revenue recognition

For Spanish GAAP purposes, revenues from manufactured products (aircraft) are recognized upon delivery.
However, at year end, CASA’s recognizes revenues from manufactured products according to the “‘substantially
completed contract method”, whereby products delivered within two months from year end are recognized as
revenues in the preceding year provided that there is a firm contract and that no significant costs are expected to be
incurred.

IAS requires the use of the “percentage of completion” or the “completed contract” method.

Corporate income taxes

Under Spanish GAAP, deferred income taxes are recorded for timing differences between book and taxable
income. The Spanish accounting principles for recording income taxes differ from those applicable under IAS with
respect to the period in which certain prepaid and deferred taxes must be recorded. The main differences applicable

to CASA are as follows:

*  Under Spanish GAAP, deductible timing differences that are expected to reverse in more than ten years
from the balance sheet date are not recorded as deferred tax assets.

*  Under Spanish GAAP, tax credit carryforwards are not recognized until they are utilized.
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BUSINESS DESCRIPTION

Background

With pro forma combined annual revenues of over Euro 22.5 billion in 1999, EADS is Europe’s premier aerospace
and defense company and the third largest aerospace and defense company in the world. In terms of market share,
EADS is among the top two manufacturers of commercial aircraft, civil helicopters, commercial space launch
vehicles and missiles, and a leading supplier of military aircraft, satellites and defense electronics. In 1999, it
generated 76% of its sales in the civil sector and 24% in the military sector.

The creation of EADS marks a critical step in the consolidation of the European aerospace and defense industries
started in December 1997 when a group of European heads of state and government invited the major European
companies in these industries to seek strategic and industrial mergers.

EADS combines the businesses of:

* Aecrospatiale Matra in the areas of commercial aircraft manufacturing (Airbus), military and commercial
helicopter manufacturing (Eurocopter), aircraft maintenance and conversion, space systems (e.g., Arianes-
pace, Astrium), missiles and telecommunications;

* Dasa in the areas of commercial aircraft manufacturing (Airbus), military and commercial helicopter
manufacturing (Eurocopter), military aircraft manufacturing (e.g., Eurofighter), military and commercial
aircraft maintenance and conversion, space systems (e.g., Arianespace, Astrium), missiles, missile systems,
telecommunications and defense systems; and

e CASA in the areas of commercial aircraft manufacturing (Airbus), military aircraft manufacturing
(e.g., Eurofighter), military transport aircraft manufacturing, military and commercial aircraft maintenance
and conversion, and space systems (Arianespace).

EADS plans to organize its activities in these areas into the following five divisions: (1) Airbus, (2) Military
Transport Aircraft, (3) Aeronautics (other than Airbus and Military Transport Aircraft), (4) Space and (5) Defense
and Civil Systems. For a simplified diagram depicting the organization of these activities within these five
divisions, see the illustration on page 6.

Strategy

EADS is a recognized leader in almost every sector of its operations, in significant part due to the longstanding
collaboration among Aerospatiale Matra, Dasa and CASA in various major projects, including the Airbus consor-
tium, Eurocopter, Eurofighter and Arianespace. The management of EADS (“Management”) expects the integra-
tion of Aerospatiale Matra, Dasa and CASA to build upon these existing areas of successful cooperation by
providing EADS with (1) a reinforced marketing organization with a stronger customer relationship network,
(2) an extended global reach, (3) a more cohesive management structure, (4) a broader technological base and
additional engineering expertise and (5) greater economies of scale.

EADS’ objective is to be among the top two companies in every major market that it serves. EADS is positioning
itself to compete and prosper in industries undergoing structural consolidation, and to play an enlarged role in
a new competitive environment. The integration of Aerospatiale Matra, Dasa and CASA will entail a wide range of
initiatives designed not only to improve margins, but also to enable EADS to take better advantage of future
market opportunities in its core businesses, to respond better to the demands of its customers in its European
home markets and to enlarge its export markets. Through this integration, EADS aims to maximize value for its
shareholders and customers, and to be highly attractive to its employees.

To achieve this goal, EADS intends to embark on the following key strategic steps:

* Capture integration benefits inherent in businesses that have been successfully cooperating for
many years.

Joint programs among Dasa, CASA and Aerospatiale Matra account for approximately 70% of EADS’ total
revenues. A unified management and shareholder structure will enable these joint businesses to execute
their strategies more effectively and to apply a cross-divisional cooperation approach when appropriate.
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Reap combination synergies.

EADS intends to realize synergies by rationalizing business portfolios and marketing systems, eliminating
duplication, harmonizing processes, optimizing research and development expenses and activities,
strengthening its purchasing position and coordinating its bidding processes. These measures will aim at
increasing margins and boosting profitability across product areas. Overall, EADS believes that these
synergies will enable it to achieve its medium-term objective of an operating margin of 8% by 2004 (after
taking into account Airbus development of the A3XX family of ultra-large aircraft and before deprecia-
tion of goodwill). See “Recent Developments and Outlook.”

Drive the consolidation process in the aerospace and defense industry.

Aerospatiale Matra, Dasa and CASA collectively have a long and successful history of participation in
almost every major European aerospace and defense industry partnership. They have worked in partner-
ships not only with each other (e.g., Airbus consortium, Eurocopter, Eurofighter, and Arianespace), but
also with other major European and American companies. EADS offers greater scale and a wider range of
products and expertise than its individual founders, and consequently will be better positioned to lead the
consolidation in its industry. In particular, it anticipates improved opportunities to initiate strategic
alliances with the greatest long-term potential to expand market presence and share and to maximize
profitability. Management believes that the benefits of this strategic positioning have already been
demonstrated by the announcement in April 2000 of a prospective joint venture between EADS and
Finmeccanica to create a European military aircraft company, strengthening their position in military
aircraft and aerostructures.

Moreover, EADS is pursuing a number of other promising consolidation initiatives, such as (1) the
consolidation of the European missile systems activities of EADS, Finmeccanica and BAE SYSTEMS plc,
(2) the enlargement of Astrium’s satellites and orbital infrastructure activities with the contribution of
Finmeccanica’s Alenia Spazio assets, (3) the creation of the Airbus Integrated Company which would
combine the Airbus interests of EADS and BAE SYSTEMS into a single company, (4) potential transat-
lantic partnerships with key U.S. players to gain better access to the American defense market, and
(5) participation in privatizations of aerospace and defense companies.

Exploit the enlarged technological base to satisfy client demands for complex, integrated
solutions.

EADS intends to leverage the combined technological expertise of Aerospatiale Matra, Dasa and CASA to
satisfy the most stringent and complex customer specifications and to develop strongly differentiated
applications. EADS plans to continue the focus of the three companies on state-of-the-art technology and
innovation. Management believes that the integration of Aerospatiale Matra, Dasa and CASA will
provide EADS with a technological platform that enhances its capability to innovate at the highest level
across a broad spectrum of product areas and to meet customer demands through a range of
new-generation products.
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Pro Forma Financial and Operating Data of Each Division

The following table shows the amount and percentage of EADS’ unaudited consolidated pro forma revenues for
the year ended December 31, 1999 attributable to each EADS division.

Revenues by Division for the year ended December 31, 1999

Amount in
I’ercentage(l) billions of Euro

AATTDUS 1ottt ettt ettt ettt ettt ettt et reereeteeaeerenens 54 12.6
Military Transport AIFCTaft.......ooocciiiciiiicieinicicieece e 1 0.2
ALCTONAULICS ..ttt ettt ettt ettt et e e et e e vt e e tae et e e easeesteeesaeenseessseesseesseeesseenseessseenseeas 18 4.3
BUTOCOPLET .viiiiiicc s 7 1.8
BUTOfIGITET .ot 2 0.5
Military Aircraft (excl. Eurofighter)........ccoooiiiiiiiiiiiiicccceccce 3 0.8
Regional AILCTafl... ..o s 2 0.4
General AvIation AITCIALT c.ooveeveveeeeeeeieeeeeeeeeeeet ettt ettt ere e eaenan 1 0.2
Aircraft Maintenance and COnVETISION........ceeveveeerieeereeeeteeteeteeeeeeeeeeseeseeseeseeseenens 3 0.7
SPACE e 11 2.5
Defense and Civil SYSTEIMS .....c.ooiuiuiiiuiiciiiicieiieciciece et 16 3.8
IMISSILES 1.ttt ettt ettt ettt et e et et e et ettt aeereereereereerenens 7 1.7
Defense Electronics/TelecommuUNICAtionS. ... c.ocvevereereereereereereereeeeeeeeseeseereereereeseesenns 9 22
Total Divisional Revenues before Adjustments/Eliminations............c.c.ccccco..... 100 235
Adjustments/Eliminations(z) ............................................................................................ _ (L0
Total Pro Forma Consolidated Revenues..............cccccovviviieriieriieiiieeceecceeins 22.6

(1) Percentage of total divisional revenues before adjustments/eliminations.
(2) Includes inter alia intercompany eliminations and rental income from leases to subsidiaries.

The following tables provide operating data regarding EADS’ orders booked for the year ended December 31, 1999
and backlog as of December 31, 1999.

Pro Forma Orders for the year ended December 31, 1999

Amount in

Percentage billions of Euro
Orders booked (external):"
ATIDUS oo 63 20.7
Military Transport AIrcraft ... 2 0.6
A CTOMAULICS 1.ttt ettt ettt ettt et e e et e e vt e et e eeteeetaeeaeeeaseeeseeeaseeetseenseeesseenseeeaseenreees 15 49
SPACE. ..ttt 7 2.2
Defense and Civil SyStems ........cccuiiiiiiiiiiiiiiiiiiiccc e 13 43
TOTAL. ...ttt ettt et ettt enes 100 32.7
Percentage Euro billions
Backlog (external):")
AGEBUS? oo 78 79.5
Military Transport AIrCraft........cocociiiceiiiiiiiccc s — 0.7
A CTOMAULICS c.vvveieeviee ettt ettt e ettt e e eat e e e et e e e eaa e e e eateeeeaaeeeeaaeeeenaeeeeestseessseeeseseeesenreeanns 9 8.8
SPACE e 4 4.4
Defense and Civil SyStemis ..o 9 9.0
TOTAL. ...ttt ettt ettt et et ere e ens 100 102.4

(1)  Without options.
(2) Based on catalog prices.
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AIRBUS
Introduction and Overview

Airbus Industrie is one of the world’s leading suppliers of commercial aircraft of more than 100 seats. Its market
share of annual deliveries worldwide has grown steadily from 15% in 1990 to 32% in 1999. At December 31,
1999, its backlog of orders stood at 49% of total worldwide backlog, representing a 10% increase in volume from
December 31, 1998. Airbus Industrie’s steady growth is also reflected in increased revenues, which rose from Euro

11.6 billion in 1997 to Euro 13.3 billion in 1998 and Euro 16.7 billion in 1999.

Since its formation in 1970, Airbus Industrie has become the second largest supplier of commercial aircraft in the
world, standing in close contention with its rival Boeing for first place. Between 1970 and March 31, 2000, Airbus
Industrie received orders for 3,689 aircraft from 171 customers around the world.

Several factors have contributed to the success of Airbus: its portfolio of modern aircraft, its consistent technologi-
cal innovation, its stable pool of highly skilled employees and its concept of aircraft ‘‘families” that offer
customers cost savings in crew training, maintenance and supply for their fleets of different size Airbus aircraft. In
addition, Management believes that the international composition of Airbus represents a competitive advantage
in the global marketplace.

Airbus Industrie is a consortium that is jointly controlled directly or indirectly by: Aerospatiale Matra, Dasa,
CASA and BAE SYSTEMS (the “Members”). See ‘“— Organization of Airbus Industrie.” By consolidating the
Airbus Industrie membership of Aerospatiale Matra, Dasa and CASA (together, the “EADS Members”), EADS
will hold 80% of the membership interests of Airbus Industrie and will share, to that extent, in the economic
success of Airbus Industrie. For 1999, the Airbus Division of EADS earned pro forma revenues of Euro
12.6 billion, representing 54% of EADS’ total pro forma revenues.

Management believes that the consolidation of the Airbus activities of Aerospatiale Matra, Dasa and CASA will
enable the rationalization of resources, the optimization of the EADS Members’ expertise and skill and the
implementation of a unified strategy in relation to crucial aspects of the business, which will in time lead to the
development of the following synergies:

* creating a streamlined management structure for the Airbus Division of EADS by eliminating duplication
of functions previously performed by each EADS Member and consequently simplifying decision-making
within Airbus Industrie;

* achieving efficiencies in procurement by concentrating purchasing power in order to secure more attrac-
tive terms from suppliers and realize significant savings; and

* concentrating and combining research and development resources by eliminating duplications while
retaining competition among the various centers of excellence.
Strategy

The consolidation of 80% of the Airbus business under a single parent company will enable Airbus to operate
more efficiently, allowing it to continue to execute more effectively its strategy of:

e improving profitability;

* developing and reinforcing its presence in all the segments of the market, thus preventing its
competitors from gaining a dominant market share in any one product;

e further improving the effectiveness and performance of existing programs, creating new ver-
sions and upgrades to take advantage of market opportunities, and introducing new technolo-
gies; and

e providing the market with environmentally-friendly products.

Market
Cyclicality and Market Drivers

The main factors affecting demand in the aircraft market include passenger demand for air travel, cyclicality,
national and international regulation (and deregulation), the rate of replacement and obsolescence of existing fleets,
as well as the existence of airline alliances and the increase in the number of aircraft leasing companies.
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Overall Growth. The market for passenger jetliners depends primarily on the demand for air travel which in turn
drives the need for increases in the worldwide fleet. Demand for air travel is itself primarily driven by economic or
GDP growth, fare levels and demographic growth. Since 1967, the air travel market has grown every year except
for 1991 when the Gulf War led to a decline in air travel. Measured in revenue passenger kilometers, the air travel
market has grown at an average annual rate of 8% since 1967. Airbus Industrie projects that it will grow at around
5% per annum over the next 20 years, which is consistent with the studies provided by Boeing.

Cuyclicality. Despite overall growth in the air travel market, the market for aircraft has been cyclical, in part
because of the volatility of airline profitability and in part because of the cyclicality of the world economy. When
cyclical downturns have occurred, the consequence for Airbus (as for other aircraft manufacturers) has typically
been a decrease in aircraft orders approximately one year later, resulting in lower deliveries after a further two
years, although Airbus Industrie’s deliveries have been stable or growing since 1994. When faced with reduced
load factors and profits, certain airlines typically attempt to postpone orders for new aircraft until these factors
improve.

The most recent downturn occurred against a background of airlines’ strategy focusing on market share rather than
profitability, which in turn led to an excessive increase in aircraft orders, higher financial gearing and lower profits.
This phenomenon was compounded by the ease of obtaining aircraft finance and the numerous tax benefits then
available to owners. However, airlines have since shifted their focus to profitability and debt to equity ratios have
typically decreased. The flexibility of their existing fleet of aircraft has been improved in particular by the
increased use of short and medium-term operating leases and a more dynamic management of their fleet of older
aircraft. In addition, the presence of financially stronger lessors has, especially during the last decade, improved
the availability of aircraft in the used aircraft market. This combination of factors has led to a dampening in the
impact of cyclicality on the aircraft manufacturing sector.

As with any GDP-driven development, it is difficult to predict how the remainder of the current cycle and the
next cycle will develop. However, Management believes that it will be able to cushion the impact of a downturn
by effective management, including the management of subcontracted work. This has been demonstrated during
previous downturns during which, although the aggregate market for aircraft decreased, Airbus was able to capture
a larger share of the reduced market, thereby cushioning the impact on its operations.

Regulation/Deregulation. Demand for passenger jetliners is affected by national and international regulation (and
deregulation). From 1945, a system of strict bilateral agreements regulated international air services and major
domestic air travel markets were similarly regulated. In 1978, the United States undertook the deregulation of its
domestic air transportation system. Other regions have followed this model, notably Europe since 1985.

The FAA (Federal Aviation Authority) Stage 3 anti-noise regulations requiring operators to replace many older
aircraft by the end of 1999 also had an impact on demand resulting in a significant increase in North American
orders in recent years, with the North American market accounting for more than 31% of aircraft delivered in 1998

and 41% in 1999.

Airline Network Development: Hubs. As a consequence of deregulation policies, major airlines are constantly
adapting their fleet, network and commercial strategies. This adaptation is possible because of the availability of
new aircraft capable of meeting customer requirements in terms of cost and performance. In response to the price
demands of passengers and competition of new low cost carriers, the major airlines have organized their operations
around strategically located “‘hub’ airports enabling them to link more cities at lower fares. This affects demand as
the hub concept permits fleet standardization around both smaller single aisle aircraft types for the short and high
frequency routes feeding the hubs (between hubs and spokes) and larger twin aisle aircraft for longer and higher
density routes between the hubs (hub-to-hub).

The availability of new, small and medium size aircraft has also opened opportunities to airlines to offer
point-to-point services on lower density routes to high yield passengers, bypassing hubs and offering a wider
choice of non-stop destinations. As a result, worldwide deregulation has contributed to the diversification of
airline strategies which in itself has resulted in airlines requiring a wider range of aircraft to implement such
strategies.

Alliances. The development of world airline alliances is reinforcing these strategies. According to the Lundkvist
Fleet Database published at the end of 1999, half of the world’s jetliner fleet of over 70 seats is operated by the
22 largest airlines. In the 1990s, the major airlines began to enter into alliances that give each alliance member
access to the other alliance members” hubs and routings, allowing airlines to reduce duplication of hubs. By 1999,
according to studies published by JP Morgan, major airline alliances accounted for approximately 65% of all world
scheduled airline traffic.
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Governmental Funding. A 1992 bilateral agreement between the European Union and the United States provides
for ceilings on repayable royalty-based loans (typically used by European governments) of 33% of the total costs of
research and development of new large civil aircraft programs. It also provides for a ceiling at 3% of revenues for
indirect support in relation to the development or production of large civil aircraft (typically the Department of
Defense and NASA mechanisms used in the United States). This bilateral agreement has provided a level playing
field for government support and reflects the needs of both Europe and the United States.

Market Structure and Competition

Marker Segments. Currently, Airbus competes in two principal market segments: “‘single aisle” aircraft, which
have 100 — 200 seats in two rows divided by a single aisle and which are used principally for short-range and
medium-range routes; and “‘twin aisle’ aircraft, which have a wider fuselage and more than 200 seats in three rows
divided by two aisles and which are used in the case of the A300/A310 for short and medium range routes and in
the case of A330/A340 for long-range routes. Cargo aircraft, which form a third, related segment, are often
converted ex-passenger aircraft. See “‘— Aeronautics — Aircraft Conversion and Maintenance.” In addition, the
A300-600F has been a successful all-new cargo aircraft with increasing popularity among major express courier
providers, such as Federal Express and UPS.

According to a study conducted by Airbus Industrie, of a total of almost 10,000 aircraft in service at December 31,
1998, 72% were single aisle aircraft, while 28% were twin aisle aircraft. The table below shows the distribution of
aircraft and percentage of single aisle and twin aisle aircraft by region at December 31, 1998.

Configuration
Aircraft Percentage of
Number

of Aircraft Single Twin
Percentage in Service aisle aisle

NOTER ATNETICA ettt et ae e 42 4,097 84 16
BUTOPE..c..ciiiiiiiccc s 27 2,698 67 33
ASTIA-PACIIIC c.eveeeeeee et et 19 1,899 49 51
Africa and Middle East......ccccooiviiiiiieiiieieieeceeeeietet e 5 499 64 36
SOULH AMIEIICA vttt ettt ettt eb b se e v 7 700 85 15
L1 PR @ 9,893 72 ﬁ

Source: Airbus Industrie

The high proportion of single aisle aircraft in both North America and Europe reflects the predominance of
domestic short-range and medium-range flights, particularly in North America due to the development of hubs
following deregulation. In comparison with North America and Europe, the Asia-Pacific region uses a greater
proportion of twin aisle aircraft, as the region’s airports limit the number of flights, thereby encouraging higher
average aircraft seating capacity per flight.

According to manufacturers’ published figures, a total of 914 new passenger aircraft of more than 100 seats were
delivered in 1999. Of these aircraft, 72% were single aisle, while 28% were twin aisle aircraft. The table below
shows the number of aircraft delivered by region during 1999 and 1998.

1998 1999
Number of Percentage of Number of Percentage of
Aircraft total market Aircraft total market

delivered in of aircraft delivered in of aircraft
Region region delivered region delivered
NOTTh AMETICA.c.cuvevievietietietieteete ettt 247 31 371 41
BUrope ...ooooviiiiiiiiicc 168 21 215 23
AS1a-PaCIIC oo 190 24 106 12
Rest of WOTld ....cooveuieeieiieiieeeeeeeeeeeeeeee e 59 8 63 7
Leasing companies.........ccooeueuerreiiiieeeeciinnneeeeennnes 128 16 159 17
TOtALe e @ @ % M

Source: Airbus Industrie

Sales to leasing companies constitute a separate market segment accounting for approximately 17% of aircraft
deliveries, since leased aircraft are frequently operated in a different region from that of the leasing company’s
home jurisdiction.
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Competition.  Airbus operates in a market which has become a duopoly following Lockheed’s withdrawal from the
market in 1986 and Boeing’s acquisition of McDonnell Douglas in 1997. As a result, the market for passenger
aircraft of more than 100 seats is now effectively divided between Boeing and Airbus. According to manufacturers’
published figures, in 1999 Boeing and Airbus respectively accounted for 68% and 32% of total deliveries, 45% and
55% of total orders, and 51% and 49% of the total year-end backlog.

There are significant barriers to entry into the market for passenger aircraft of more than 100 seats. These barriers
include the depth and complexity of technological know-how required, the difficulties involved in certification
and the expense involved in developing a proven product support system (an essential ingredient for successful
sales), all of which factors make it unlikely that a newcomer will be able to compete with either of the established
suppliers competing in this market.

Products and Services
Technological Breakthroughs

Technological innovation has been at the core of Airbus’ strategy since its creation. Many of its innovations which
have provided a distinct competitive advantage have subsequently become standard in the aircraft industry.

e A300 — The Airbus A300 was the world’s first twin-engine twin aisle commercial aircraft. This feature
gave it a distinctive advantage in terms of fuel burn and maintenance costs over its three-engine and
four-engine competitors for the short-medium range.

e A310 — The Airbus A310, brought to the market in 1983, featured the first digitally imaged cockpit
displays, using cathode ray tubes as opposed to the traditional mechanical display. This made it possible
to provide the pilot with more capable flight and navigation displays and a unique centralized, easy access
aircraft monitoring. It was also the first twin aisle commercial aircraft certified for a two-member flight
crew, resulting in lower operational costs as compared to three-member crew operated aircraft which was
the industry standard at the time. The implementation of automated systems and the integration of
Digital Flight Guidance both helped to ensure a high level of safety.

New efficient aerodynamic concepts were also introduced, such as supercritical airfoil and the high
aspect-ratio transonic wing, which brought a significant improvement in fuel burn. Carbon fiber rein-
forced composite materials were introduced for major structures such as the vertical fin and rudder, with
significant weight savings as compared to aluminum, resulting in increased payload capability. The
installation of a trim tank in the horizontal stabilizer increased operators’ savings significantly due to the
efficient control of the center of gravity in order to enable optimized aircraft conditions in flight.

* A320 — Airbus was the first to introduce digital fly-by-wire controls with the Airbus A320 in 1988,
introducing pilot commands through a side stick controller instead of the traditional control column.
Flight-control computers translate these commands into electrical signalling for the moving surface
actuators and, at the same time, can prevent the aircraft going beyond the prescribed safe flight envelope.
Compared to the traditional mechanical flight controls, this brought increased maneuverability, simplified
operations through digital link-up with the autopilot system and weight reduction. The fly-by-wire
concept is now featured on all Airbus single aisle aircraft as well as the A330/A340 series. Airbus’
U.S. competitors did not introduce fly-by-wire controls until later. Composite materials are also used
more extensively in the A320, in particular for the horizontal tail plane.

e A330/A340 — Airbus technologies were further enhanced in the A330/A340 long-and super- long-range
aircraft family. This twin aisle family incorporates enhanced application of the A310/A320 technologies
and wing commonality for two-and four-engine solutions — a unique concept. The ultra-long-range
A340-500/600, now in development, features a fully electrical rudder control system and the use of
composite materials for large primary structure (the 15m-long keel beam) and the rear cabin pressure
bulkhead, both technological breakthroughs bringing significant weight savings.

The Family Concept — Commonality across the Fleet

Airbus’ three families of aircraft follow a “minimum change” strategy, which consists of developing a central
aircraft concept from which it creates derivatives for different market segments. The “minimum change” concept
means that (with the exception of the A300/310) all Airbus aircraft share the same cockpit design and all have
fly-by-wire controls and virtually identical handling characteristics. Pilots can fly any aircraft within the A320
family of aircraft with minimal additional training, and cross-crew qualification (CCQ) across families of aircraft
provides airlines with significant operational flexibility.
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This minimum change strategy helps to reduce development costs and also permits aircraft operators to realize
significant cost savings in crew training, spare parts, maintenance and aircraft scheduling. In addition, there is
a higher probability that fleet expansion within the respective family can take place without a requirement for
additional investments in new simulators.

The extent of cockpit commonality within and across families of aircraft is a unique feature of Airbus. Manage-
ment believes that cockpit commonality contributes significantly to the success of Airbus as many of its customers
purchase different aircraft types within the same family.

Airbus Aircraft

Airbus Industrie Current Products and Projects
Seats

700

600

500

400 A330-300
A340-3 s

300 ‘ A300-600
0
A321 A330-200 A340-200
200 QZO
[N A319

100 A318

1000 2000 3000 4000 5000 6000 7000 8000 9000

Range (nm)
b Al-Products - Twin aisles, 2 decks
b Al-Launched Twin aisles

Projects
% Al-Projects Singleaisle

Short- and medium-range single aisle Aircraft: the A320 Family

Airbus’ family of single aisle aircraft, based on the Airbus A320 (which entered service in 1988 following a
development program launched in 1984), includes the A319 and A321 derivatives, as well as the A319-based
Airbus Corporate Jetliner, a business jet derivative, which Airbus Industrie commenced marketing in June 1997.

Each aircraft in the A320 family shares the same fuselage diameter of 3.96 meters which is wider than any
competing single aisle aircraft. The wider fuselage diameter provides a roomy passenger cabin, a high comfort level
and a more capacious underfloor cargo volume than its competitors. The A320 family incorporates full digital fly-
by-wire controls and an ergonomic cockpit featuring a simplified layout in which sidestick controllers replace
traditional central control columns. All current production models feature a lightweight carbon fiber composite
horizontal stabilizer, based on the one which Airbus first developed for the Airbus A310-300. The A320 family’s
competitors are the Boeing 737, 757 and 717 aircraft.

The A318. The A318 aircraft is a shortened version of the A319, designed to satisfy demand for aircraft in the
100 to 120 seat range. Following its launch in 1999, Airbus Industrie has received 120 firm orders for A318
aircraft with entry into service planned for 2002.
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The table below shows the technical features of, orders for, and deliveries of the Airbus single aisle family at

December 31, 1999.

Single Aisle Technical Features

Entry into Passenger Maximum Length Wingspan  Total Total
Model service capacity  range (km) (meters) (meters) ordered delivered
AB18 e 2002”106 5,200 31.4 34.1 120 0
ABT9 e 1996 124-145 6,500 33.8 34.1 583 206
AB20 i 1988 150-180 5,500 37.6 34.1 1,287 792
AB2] e 1994 185-220 5,500 445 34.1 312 144

(1) Planned date.

Source: Airbus Industrie

Short- and extended-range twin aisle Aircraft: the Airbus A300/A310 Family

The A300/A310 aircraft were the initial models of the Airbus product line and are designed for short-and-medium
range routes. The A300, which entered into service in 1974, was the world’s first twin aisle, twin-engine aircraft.
The current version of the A300, the A300-600, entered service in 1987. The A300-600 is also available in
freighter and convertible passenger-freighter configurations and the A300-600 Freighter, in service with Federal
Express since 1994, is capable of carrying more than 50 tons of cargo.

In 1988, Airbus introduced the extended-range A300-600R, which has a range of up to 7,700 km (4,150 nm) and
carries 266 passengers in its standard configuration. The A300-600 incorporated the lightweight carbon fiber
composite stabilizer developed for the A310. The A310, which was developed as a minimum change aircraft based
on the A300, entered service in 1983, incorporating a digital electronic cockpit for the first time in civil aviation
history. As of December 31, 1999, 780 of this family of aircraft had been ordered by 85 different customers, of
which 744 had been delivered.

The table below shows the technical features of, and orders for, the Airbus A300 and A310 family at Decem-
ber 31, 1999.

A300/A310 Technical Features

Entry into Passenger Maximum Length Wingspan  Total Total
service capacity(z) range (km) (meters) (meters) ordered delivered

1974 266 7,700 54.1 44.8 520 489

1983 220 9,600 46.7 439 260 255

(1) All versions of A300/310 including freighters.
(2) Two-class lay-out.

Source: Airbus Industrie

Long- and super-long-range twin aisle Aircraft: the Airbus A330/A340 Family

Airbus developed the twin-engine A330 and long-range four-engine A340 as a joint program, using the same wing
design for both aircraft and retaining the wide fuselage cross section of the existing A300/A310 family. The A330/
A340 family, offering comprehensive long-range and super-long-range route coverage, is the worldwide market
leader in the 250-350 seat category in terms of total aircraft ordered. The A330-200, a new long-range version of
the A330 which entered service in 1998, has a range of up to 12,000 km (6,450 nm). The four-engine A340-300 is
capable of flying non-stop with a full passenger payload up to 13,500 km (7,300 nm). At December 31, 1999,

301 aircraft were in service, with orders for 249 additional aircraft.

In 1997, Airbus began development of the A340-500 and A340-600 derivatives. These new aircraft will feature a
stretched fuselage, extended range and increased maximum take-off weight. They will offer CCQ with existing
A330/A340 models. The A340-500, expected to become available in late 2002, is expected to offer more single
point-to-point trans-Pacific routings than other aircraft. It is expected to carry 313 passengers in three classes on
routes of up to 15,750 km (8,500 nm), allowing non-stop flights such as New York-Taipei or Toronto-Hong Kong.
Airbus has selected the engines to power the new versions and began making firm commercial offers to customers
in 1997. To date, Airbus Industrie has received orders and commitments for more than 110 new A340-500 and
A340-600 aircraft. The competitors of this family are the Boeing 767, 777 and 747 aircraft.
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The table below shows the technical features of, orders for and deliveries of, the Airbus A330/A340 family at
December 31, 1999.

A330/A340 Technical Features

Entry into  Passenger Range Length Wingspan Total Total
Model service capacity(l) (km) (meters) (meters) ordered delivered
A330-200 ..eiiieieeee e 1998 253 12,000 59.0 60.3 120 52
A330-300 ..o 1994 335 10,200 63.7 60.3 144 79
A340-200 ..eiiieieeee e 1993 239 14,800 59.4 60.3 28 28
A340-300 ..o 1992 295 13,500 63.7 60.3 196 143
A340-500 ....ooooemrereererreeiieeeneeees 2002% 313 15,750  67.8 63.6 21 0
A340-600 ..o 20027 380 13,900 753 63.6 42 0

(1) Three-class lay-out.
(2) Planned date.

Source: Airbus Industrie

The Extended-range Twin-Engine Operations or “ETOPS” regulations introduced in December 1988 have permit-
ted twin-engine aircraft to operate on a number of direct routes that were previously reserved for three- or four-
engine aircraft. ETOPS conditions require that twin-engine aircraft fly within a maximum range of 180 minutes
from the nearest suitable alternate airport and the regulations apply predominantly to those routes flown by the
A340 and its competitor, the Boeing 777 family. An extension of the time limit to 207 minutes has been granted
to three U.S. carriers in relation to the Boeing 777-200 on certain routes. As it has four engines, the A340
(including the forthcoming 500 and 600 versions) is not restricted by ETOPS rules.

New Product Development: Airbus A3XX and A400M
A3XX

Since the development of the 747 in the 1960s, Boeing has had a monopoly on the high end (in excess of
400 seats) of the large aircraft sector. To counter this and to meet the expected growth in air travel over the next
20 years, Airbus has studied a program for a family of ultra-large four-engine aircraft, designated the “A3XX”, to
establish its commercial, technical and industrial feasibility. Such a program would allow Airbus not only to
compete head-to-head with the 747 but also to develop a new market for aircraft larger than the 747.

The A3XX family is planned to be larger than the largest existing commercial passenger aircraft, with a wingspan
of 79.8m and a large-diameter fuselage divided into three decks along the entire aircraft, consisting of two full
passenger decks and a cargo deck. The aircraft’s overall dimensions are expected to fit within the expressed airport
guidelines of 80m span and 80m overall length limitation in order to use existing runways and facilities with
minimal infrastructure changes. The A3XX is expected to be the first commercial aircraft featuring four aisles (two
on each deck) and a double staircase. This aircraft is designed to achieve an airport turnaround time of 90 minutes
in normal conditions. Several versions are currently proposed. The first version, designated the A3XX-100, would
seat approximately 550 passengers in three classes and offer a long-haul range of 14,200 km to 16,200 km
(7,650 nm to 8,750 nm), linking major hubs across the Atlantic and Pacific oceans, between Europe — or North
America — and Asia, and within Asia. A second aircraft, the A3XX-200, would be a stretched 650-seat version.
Other derivatives are being examined, including a smaller version A3XX-50, a freighter and a convertible
passenger/freighter.

Although the A3XX would be an entirely new aircraft, Airbus intends to offer a high degree of operational
commonality with the existing Airbus range, in particular in the cockpit, so as to reduce operating costs. Costs for
the research and development of the A3XX would be in the range of Euro 11 billion to Euro 12 billion, on the
basis of current market conditions and design specifications. Airbus intends to establish strategic risk-sharing
partnerships with potential industrial partners, equipment suppliers and engine manufacturers in order to secure
third party financing.

To fund A3XX development expenses, the Members are calling for repayable government loans in compliance
with the 1992 U.S.-Europe bilateral agreement and all other applicable regulations. For a description of this
agreement, see ‘‘— Market — Governmental Funding.”” Although no such loans have been finalized, the French
and British governments have responded positively to these requests.
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The decision to proceed with the A3XX program is based on the satisfaction of three conditions — technical
feasibility, economic viability and market demand. In December 1999, the Supervisory Board of Airbus Industrie
determined that the technical feasibility and economic viability conditions could be met. Consequently, it
authorized Airbus management to ascertain the commitment level of airlines to the A3XX in order to satisfy itself
as to the number of potential orders, the geographic spread and nature of potential customers. Based on
information and guidance received from the market, the commercial launch of the A3XX was announced on
June 23, 2000, with entry into service of the first version expected before the end of 2005. See ‘‘Recent
Developments and Outlook.”

A400M

The Military Transport Aircraft A400M is described under “Military Transport Aircraft — Airbus A400M
Project — Heavy Military Transport.”

Asset Management (Airbus Industrie)

The Asset Management division was set up in 1994 to manage and re-market used aircraft acquired by Airbus
Industrie, originally as a result of customer bankruptcies, and subsequently in the context of certain buy-back
commitments. The division operates with a dedicated staff of about 40 people, and manages a fleet comprised of
Airbus aircraft across the range of models. The Asset Management division, through its activities, helps Airbus
Industrie respond more efficiently to the medium and long-term fleet requirements of its customers.

Its key roles comprise the commercial, financial and risk management of the Airbus Industrie portfolio, along with
residual value enhancement of all Airbus products. Most of the aircraft are available to customers for cash sale,
while some can only be offered on operating lease, depending on the financing attached to such aircraft. The
Airbus Industrie portfolio of used aircraft was reduced from 60 at the end of 1999 down to 45, with recent sales to
an aircraft lessor and to Federal Express. The Asset Management division also provides a full range of support
services, including assistance with entry into service, interior reconfiguration and maintenance checks.

Customer Service

Airbus Industrie is dedicated to assisting customers with the purchase of Airbus aircraft and the operation of their
Airbus fleets as efficiently as possible. A sales finance team assists customers to find optimized financing. With
respect to aircraft operation, Airbus Industrie has set up the Airbus Customer Services directorate, which heads a
network of training centers, spare parts stores and teams based with customer airlines. Through this single
interface, Airbus Industrie aims to satisfy all of its customers’ pre-delivery and post-delivery support require-
ments, including (1) engineering and technical support, both pre-delivery and in-service, (2) training and flight
operations support and (3) material support.

Engineering and technical support includes detailed pre-delivery briefings on maintenance facilities, tools and
equipment, as well as a customized cost reduction program designed to reduce each customer’s maintenance costs
to a minimum through detailed studies of the customer’s activities.

The training and flight operations support service includes a permanent staff of over 200 instructors from around
the world to provide accessible and up-to-date training for Airbus flight crew. Airbus Industrie has two principal
training centers, one in Toulouse, France, and the other in Miami, Florida. The Airbus Industrie support center in
China also offers training services. As part of its training services, Airbus Industrie offers a pilot cross-crew
qualification program enabling pilots to take advantage of the high degree of commonality between Airbus aircraft
families.

Airbus Industrie’s material support division stocks over 130,000 proprietary part numbers, serving a worldwide
distribution network in Hamburg, Germany, Washington, D.C., Singapore and China. The 24-hour air-
craft-on-ground service usually dispatches in-stock items within four hours of receipt of an order. The division
also offers a customized ongoing spares package designed to enable operators to achieve the greatest efficiency in
maintenance checks, aging aircraft support and emergency orders.

Customers

As of March 31, 2000, 2,253 Airbus aircraft had been delivered to 171 operators worldwide since the creation of
Airbus Industrie, and 1,436 aircraft were on order. The table below shows Airbus Industrie’s most significant
recent firm orders and options, at March 31, 2000.
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Recent Firm Orders and Options

Date of Order Customer Firm Orders Options”
January 1999/December 1999 .......cccccvviiiiniiiiiiinnnns GECAS 27 —
January 1999 ... ILEC 57 —
APIIL 1999 .. CIT Group 30 16
APIIL 1999 .. Jet Blue 25 25
JUNE 1999 ..o Spanair 14 12
JUNE 1999 . debis Air Finance 30 —
July 1999 i Northwest Airlines 30 —
August 1999 ..o U.S. Airways 26 —
September 1999 ..o GATX-Flight lease 38 29
October 1999 ... America West 27 —
October 1999 ... SALE 21 18
October 1999 ... British Airways 12 —
December 1999 ...t Trans World Airlines (TWA) 25 —

December 1999 ... Air France 15 10

(1) Options are not included in orders booked or year-end backlog.

Source: Airbus Industrie

Organization of Airbus Industrie
Activities and responsibilities of Airbus Industrie

Airbus activities can be conveniently separated into two categories: the activities carried out by Airbus Industrie
itself, being principally commercial and coordination in nature, and the activities carried out by the Members,
being principally operational in nature.

Airbus Industrie is primarily engaged in the following activities: marketing, aircraft sales, contract administration,
customer finance, customer relations, asset management and support of Airbus aircraft (including the publication
and distribution of technical manuals), flight testing and obtaining certification as well as the training of flight
crews, procurement of aircraft engines and management of transport systems (between industrial sites). Airbus
Industrie has also customarily retained direct responsibility for coordinating the development process (including
the conceptual design of new products) and the supervision of design and development. As a result, Airbus
Industrie is the single point of contact for purchasers of Airbus aircraft.

Almost all design, development, manufacturing, production and final assembly activities are carried out directly by
the Members themselves and supplied to Airbus Industrie, although throughout the production process Airbus
Industrie is responsible for coordination of planning and program management and for directing the rate, quality
and timeliness of the production of components and sub-assemblies. Engines for Airbus aircraft are not manufac-
tured by Airbus Industrie or by the Members but are provided by several approved engine manufacturers who
work directly with Airbus Industrie. Customer requirements typically determine which of the certified engines
will be integrated into an Airbus aircraft on the basis of direct negotiations between the customer and engine
manufacturer.

Airbus Industrie also distributes revenues to the Members. The Members receive these revenues from Airbus
Industrie in their capacity as suppliers to Airbus Industrie and as members of Airbus Industrie. As supplier, each
Member sells products and services to Airbus Industrie and receives payment for such products and services when
cash is received by Airbus Industrie from the customer. In its capacity as Member, each Member shares in the
yearly profit or loss of Airbus Industrie.

Current Organization and Control of Airbus Industrie

Airbus Industrie is currently organized under French law as a groupement d’intérér économique (i.e. an economic
industry grouping), which is a form of consortium. As such, it is an independent corporate entity whose primary
purpose is to increase the economic activities of its Members, each of whom remains jointly and severally liable
with the other Members for the obligations of Airbus Industrie. The current Members of Airbus Industrie are
Aerospatiale Matra (with a 37.9% interest), Dasa (37.9%), CASA (4.2%) and BAE SYSTEMS (20.0%).

Airbus Industrie is currently jointly controlled by the Members and governed by its Members’ Assembly, its
Supervisory Board and its Executive Board. The allocation of voting rights corresponds proportionally to the
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Members’ interests in Airbus Industrie and each of the Members has important rights relating to the determina-
tion of commercial policy. However, under the statutes and internal regulations, important decisions are to be
reached unanimously and, if this fails, by a majority of 81% of the voting rights for certain decisions.

Effect on Airbus Industrie of EADS formation
Airbus Integrated Company

All functions relating to the Airbus aircraft programs are currently performed partly by the Members under
contractual arrangements with Airbus Industrie and partly within Airbus Industrie itself. The EADS Members
have decided to place those functions carried out by the EADS Members under the common control of an
integrated company, Airbus Integrated Company, so as to rationalize resources and facilities within a single
organization, to overcome the limitations and drawbacks of the present form of consensual agreement and to
implement a unified strategy with respect to research and development, manufacturing processes and purchasing.
EADS Management believes that such integration will enable Airbus Industrie to manage its cost base more
effectively, improve customer service and reach decisions more rapidly. The decision of the Members to combine
their Airbus-related activities under the Airbus Integrated Company, announced on June 23, 2000, is described
further under “Recent Developments and Outlook.”

Membership of Airbus Industrie after the formation of EADS

The formation of EADS will reduce the number of Members ultimately controlling Airbus Industrie from four to
two: EADS, holding 80% of the membership interests, and BAE SYSTEMS, holding the remaining 20%. Since
BAE SYSTEMS will continue inter alia to have veto rights relating to the business plan and the appointment of
the senior management, it will continue to share in the control of Airbus Industrie. See ‘“‘Recent Developments
and Outlook.”

Production
Workshare

Airbus aircraft are produced using an efficient and flexible system that has optimized the specialized skills of each
Member developed during the last 30 years. Consequently, each task in the building of the Airbus aircraft (from
design, definition and production to product or operational support) is allocated on an agreed basis among the
Members according to their specialized expertise. Under this arrangement, each Member takes full responsibility
for all aspects of those tasks assigned to it from the design stage through to the final stage of product and
operational support. Management believes that this arrangement of allocating tasks according to the specialized
competencies of the Members will continue after the formation of EADS.

Engineering

Engineering activities are allocated to the Members on the basis of their fields of expertise, so as to ensure the
quality and efficiency of work on the design and the integration of the overall aircraft, as well as of aircraft
systems and sections. Notwithstanding the agreed allocation, the search for engineering excellence is stimulated
through various arrangements, such as design reviews (the design by the responsible Member being scrutinized
and, if necessary, challenged by the others), or research in new technologies. This has ensured an efficient
safeguard against complacency. The engineering teams are supported by system tests and integration laboratories,
structural test centers and the Airbus flight test center.

Manufacturing facilities

In support of workshare and engineering arrangements, there has been substantial investment in the various
manufacturing facilities located at sites around Europe (for example at Nantes, Meaulte, St. Nazaire and Toulouse
in France; Hamburg, Bremen, Nordenham, Varel, Laupheim, Stade and Dresden in Germany; Getafe, Illescas,
Puerto Real and Cadiz in Spain) with a view to creating highly specialized centers of excellence based on the core
competencies of each Member within its field of expertise.

Production Flow

Specialization at engineering and production levels has ensured a production flow in which the relevant parts are
supplied to the appropriate component and sub-assembly sites for the purpose of the systems integration and
interiors installation. Sub-assembly takes place at a variety of sites located in the countries of each of the
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Members, upon completion of which parts are then transported to either Toulouse (for the A300/A310,
A330/A340 and A320) or Hamburg (for the A319/A321) for final assembly.

The completed subassemblies are flown to these sites using a fleet of four Airbus A300-AST ‘“‘Beluga” Super
Transporters which are a highly modified version of the Airbus A300-600R designed specifically for the Airbus
production network. A fifth Beluga is currently in production. In addition to being cheaper than road, rail or sea
alternatives, this method reduces transportation time and is designed to ensure that no major subassembly is out of
the production cycle for more than 48 hours while also eliminating the risk of damage associated with ground
shipment.
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MILITARY TRANSPORT AIRCRAFT
Introduction and Overview

The Military Transport Aircraft Division (the “MTA Division”’) manufactures and sells light and medium military
transport aircraft and is responsible for the A400M project regarding the development of a European heavy
military transport aircraft. In addition, the MTA Division produces and sells special mission aircraft, which are
derived from an existing platform and dedicated to a specialized military task such as maritime surveillance or
antisubmarine warfare. The MTA Division is also involved in the aerostructures business, acting as supplier to
aerospace manufacturers worldwide.

Revenues of the MTA Division accounted for 1% of EADS’ total pro forma revenues for 1999. However,
Management believes that the A400M project represents an opportunity for significant future revenue growth.

Strategy

The MTA Division’s strategic aim is to develop its core businesses to exploit its technical expertise and the
opportunities arising from the merger of Aerospatiale Matra, Dasa and CASA to maximize profitability and gain
market share. To achieve this aim, the MTA Division will execute a focused, three-prong strategy to:

*  Optimize its customer base and consolidate its leadership in tactical military transport aircraft.

EADS is the global leader in the market segments for light and medium sized military transport aircraft.
Through the addition of the A400M heavy transport, EADS expects to offer a full range of tactical military
transport aircraft. The MTA Division intends to leverage its strong leadership position by ensuring that it can
provide to its customers the type of tactical military transport aircraft most responsive to their needs.

*  Optimize the capabilities of EADS to become a major supplier of special mission aircraft.

The MTA Division will rely on the specialized technologies of the Defense and Civil Systems Division, the
aircraft platforms of Airbus and the conversion expertise of the Aeronautics Division to produce aircraft
satisfying customers’ mission-specific requirements.

*  Reinforce its recognized excellence in manufacturing with composite materials.

The MTA Division possesses outstanding expertise in the utilization of composite materials for aerostructure
manufacturing and advanced automation processes. Aircraft built with composite materials, such as carbon
fiber, can carry greater payloads because the frame of the aircraft is lighter than with traditional materials.
The MTA Division intends to maintain its competitive advantage in its aerostructures activities.

Market
Military Transport Aircraft

Governments and multinational organizations constitute the MTA Division’s principal customers in the market for
tactical military transport aircraft. This market consists of three segments: (1) light transport aircraft, with a
payload of one to four tons, (2) medium transport aircraft with a payload of five to fourteen tons and (3) heavy
transport aircraft with a payload of fifteen tons or more.

Light Military Transport. This is a mature market which has diminished in size as countries develop economically
and are able to afford medium military transport aircraft. The CASA C-212 has been the historical leader in this
market segment, with an average market share of 27.5% from 1994 to 1998. The C-212’s main competitors are
manufactured by PZL of Poland, LET of the Czech Republic and Raytheon of the U.S.

Medium Military Transport. Management believes this market will continue to experience moderate growth.
EADS models are prominent in this market segment, with the CN-235 and C-295 models having an average
market share from 1990 to 1999 of 45%, followed by their competitors the IPTN NC-235 (20%) and the C-27]
produced by LMATTS, a joint venture of Alenia and Lockheed.

Heavy Military Transport. This market segment has historically been driven by U.S. policy and budget decisions
and hence has been dominated by U.S. manufacturers, in particular Lockheed Martin’s C-130 Hercules. While the
U.S. is reducing its fleet size, Management believes that the European transport fleet needs replacement and
growth, representing an opportunity for the new A400M aircraft.

EADS has chosen thus far not to compete in the separate market segment for super-heavy, strategic airlift aircraft.
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Special Mission Aircraft

There are currently over 2,500 special mission aircraft in service in Europe and North America. Management
estimates the potential demand at 1,100 aircraft over the next 10 years, or approximately Euro 25 billion. It is a
high technology market in which added value plays an integral part and customers are increasingly demanding
comprehensive solutions tailored to their operational requirements. European governments have identified a need
for independent access to information in a theater of operations. This development is expected to boost demand for
European-produced special mission aircraft in the near term. However, this market remains dominated by
U.S. companies.

Products
Tactical Transport Aircraft

C-212 — Light Military Transport. The C-212 was conceived as a simple and reliable unpressurized aircraft able
to operate from makeshift airstrips and carry out both civilian and military tasks. The first model in the series, the
S-100, entered into service in 1974. With a payload of 2,950 kg, the new version of the C-212, the Series 400,
entered into service in 1997. It incorporates improvements such as new avionics and engines for enhanced
performance in hot climates and high altitudes, as well as improved short take-off and landing
(STOL) performance. The C-212’s rear cargo door provides direct access for vehicles, cargo and troops. Its
configuration can be changed quickly and easily, reducing turnaround times. The aircraft can perform airdrops and

other aerial delivery missions. As of March 31, 2000, 467 C-212s had been sold to 89 operators.

CN-235 — Medium Military Transport. The first model in the CN-235 family, the S-10, entered into service in
1987. The latest model in the CN-235 family, the Series 300, entered into service in 1998 and is a new-generation,
twin turboprop, pressurized aircraft. The CN-235-300 is capable of transporting a payload of up to 6,000 kg,
representing (1) 48 paratroopers, (2) 21 stretchers plus four medical attendants, (3) four of the most widely used
type of freight pallet or (4) oversized loads such as aircraft engines or helicopter blades. Paratroop operations can be
performed through the two lateral doors in the rear of the aircraft or over the rear ramp. Variants of the CN-235-

300 are used for other missions, including maritime patrol, electronic warfare and photogrammetric (map-
ping) operations. As of March 31, 2000, 231 CN-235s had been sold to 32 operators.

C-295 — Medium Military Transport. ~ Certified in 1999, the C-295 retains the basic configuration of the CN-235,
but benefits from a stretched cabin permitting the aircraft to carry a 50% heavier payload at greater speed over
similar distances. The C-295 is equipped with integrated avionics incorporating digital cockpit displays and flight
management system (FMS), enabling tactical navigation, planning and the integration of signals from several
sensors. Both the CN-235 and C-295 have been designed as complements to or replacements for the aging C-130
Hercules. Management believes that the CN-235 and C-295 can accomplish most of the C-130’s missions at a
lower operating cost, permitting the C-130 to be used for heavier cargo transport only, thereby extending its
service life. As launch customer, the Spanish Air Force has contracted for the initial deliveries of the C-295.

Airbus A400M Project — Heavy Military Transport. The A400M is designed to meet the Future Large Aircraft
(“FLA”’) requirements set out by seven European nations to replace their aging C-130 Hercules and C-160 Transall
fleets. In addition, the new aircraft is intended to respond to changing geopolitical circumstances (including
increased humanitarian, peacekeeping and military missions).

Project specifications stipulated that the FLA must feature (1) a large cargo hold capable of carrying large and heavy
military equipment, (2) long-range capability, including in-flight refueling, (3) operational flexibility to cope with
short and poorly-equipped airfields, steep landing approaches and low-altitude in-air cargo drops and (4) simple
design and low maintenance costs. The Airbus Military Company (‘““AMC”’) submitted its proposed solution,
designated the “A400M”, for the FLA in January 1999.

AMC was established by eight partners: Airbus, CASA, Dasa, Aerospatiale Matra, BAE SYSTEMS, Alenia of
Italy, TAI of Turkey and Flabel of Belgium. Shares in AMC were allocated so that direct and indirect (via Airbus)
participation reflects the projected requirements expressed by each country, in accordance with rules outlined in a
“statement of principle” signed by all partners. The three EADS members of AMC and BAE SYSTEMS
transferred their interests in AMC to Airbus Industrie in April 2000, resulting in Airbus Industrie becoming the
majority shareholder in AMC.

EADS has tasked the MTA Division with the overall management of the A400M program, because of its
experience in the management of military transport aircraft programs and extensive client network. As a result of
its extensive industrial base and the potential synergies from product commonalities, Airbus will be responsible
for the industrial realization and manufacture of the A400M. The A400M will integrate a number of features from
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existing Airbus aircraft, including a two-person cockpit, fly-by-wire controls and advanced avionics. Additionally,
the A400M would benefit from Airbus’ maintenance procedures and worldwide customer support network.

European requirements expressed to AMC for the FLA range from 200 to 300 aircraft to be delivered between
2006 and 2016, with each country guaranteeing a firm commitment prior to development and production.
Management believes that a successful FLA bid will provide EADS with a number of specific advantages,
including (1) a euro-denominated revenue stream enabling EADS to reduce its exposure to exchange rate risks,
(2) a long-term military contract insulated from the cyclical nature of the civil aircraft market and (3) the
opportunity to develop expertise and technologies for new materials and processes.

Special Mission Aircraft

Special mission aircraft are often derived from existing platforms and adapted to particular missions, in general for
military customers. Adaptations to the platform require thorough knowledge of the basic airframe, which
generally only the aircraft manufacturer possesses. The skills necessary for overall systems integration production
of such aircraft are extensive and the number of participants on the world market is largely limited to a few major
U.S. companies.

Because of the significant cost associated with developing a special mission aircraft and the limited size of any
single European market, these programs tend to be funded and developed in Europe on a multinational basis with
a view to selling proven technologies. EADS expects that the consolidation of Aerospatiale Matra, Dasa and CASA
will strengthen its position in Europe and allow it to exploit opportunities on a worldwide basis.

Strategic Tanker Aircraft

In the medium term, EADS will seek to provide a competitive alternative to the near-monopoly currently enjoyed
by Boeing products in the market for strategic tanker aircraft and which will help to ensure Europe’s ability to
independently set up projects. Management believes that the market for strategic tanker aircraft amounts to more
than 70 aircraft over the next 15 years.

EADS is in the process of bidding for contracts to supply a Multi-Role Tactical Transport aircraft (MRTT) to the
UK, Germany and Italy. This aircraft could be used as a cargo transport and as a tanker and would involve the
modification of new or used Airbus A310 or A330 airframes.

Tactical Tanker Aircraft
Management believes that various European air forces will also require tactical tanker aircraft, a need that EADS
can meet through an A400M tanker variant.

Customized and Converted Platforms

In this category EADS is able to offer logistics transport aircraft such as Airbus cargo variants, aircraft offering
protection to government executives such as the A340 VIP and upgrades of combat aircraft to meet new mission
requirements.

Airborne Ground Surveillance (AGS)

Within the framework of NATO, France, Germany, Italy and the Netherlands have expressed interest in the
development of an AGS System. The MTA Division could provide candidate solutions based on the Airbus A321
platform, integrating systems provided by the Defense and Civil Systems Division.

Maritime Surveillance Aircraft

The MTA Division can provide different solutions for maritime surveillance aircraft based on a C-212, CN-235,
Atlantic or P-3 Orion platform, for which EADS has already developed a new-generation, open architecture
mission system.

Airborne Early Warning and Sky Surveillance (AEW)

EADS is currently studying the commercial feasibility of developing an AEW aircraft with advanced active
module radar. This project would allow EADS to provide a new generation of high-performance AEWs which are
more cost-effective to operate than the current generation. EADS expects that such AEW systems could be offered
in the future on several different platforms.
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Production

The C-212, CN-235 and the C-295 are manufactured in the factory located within the San Pablo Airport in Seville.
In addition, the seven partners participating in the A400M program have agreed that final assembly of the A400M
would also take place at the San Pablo Airport facility.
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AERONAUTICS
Introduction and Overview

The Aeronautics Division conducts all aeronautics activities outside of the Airbus and Military Transport Aircraft
Divisions. For 1999, the Aeronautics Division earned pro forma revenues of Euro 4.3 billion representing 18.2% of
EADS’ total pro forma revenues.

Through Eurocopter, EADS is the world’s leading producer of helicopters for the civil market and the leader in
the European military helicopter market. Management expects Eurocopter sales in the European military market to
increase substantially due to demand for the Tiger attack helicopter and the NH90 military transport helicopter
developed for a number of European governments.

As one of the primary developers of the Eurofighter, EADS is well positioned to become one of the leading
manufacturers for this type of military combat aircraft.

In addition to Eurocopter and Eurofighter, the Aeronautics Division has significant businesses in the areas of
regional aircraft (ATR), light aircraft (Socata) and aircraft conversion and maintenance (Sogerma and EFW).

In many of the Aeronautics Division’s businesses, the companies forming EADS have worked together as partners
for many years. In the Eurocopter joint venture that they have been operating since 1992 Aerospatiale Matra and
Dasa have integrated their helicopter divisions. Though most integration opportunities have already been success-
fully achieved, the establishment of Eurocopter as a subdivision of EADS, rather than a joint-venture with two
shareholders, presents further possibilities for streamlining and unifying Eurocopter’s management. Similarly,
these possibilities arise from the consolidation of Dasa’s and CASA’s interests in the consortium that has, over the
past decade, developed the Eurofighter combat aircraft.

Management also expects synergies from the integration of Aerospatiale Matra’s and Dasa’s operations for
converting Airbus passenger aircraft into freighters, which conversion business was jointly developed by these
EADS founders. In addition, the aerostructures expertise that has been developed in these operations may be
combined with the aerostructures activities of (1) Eurocopter, which produces doors for the Airbus Division,
(2) the military aircraft subdivision, which manufactures tail fuselages for the Airbus Division and (3) the light
aircraft subdivision, which supplies the Airbus Division with belly fairings and other major components.

Strategy
The strategy of the Aeronautics Division includes the following goals:

e Further penetrate the market for military helicopters and maintain leadership in the market for civil
helicopters.

The Aeronautics Division will further expand into the military export market by marketing the Tiger and
NHO90 helicopters. It will continue to renew its full product line of modern civil helicopters and improve its
civil helicopter operations, in particular through its successful strategy of exploiting research, production and
other synergies between its civil and military helicopter activities. Because customer services are an important
source of revenues and a key buyer value, the Aeronautics Division will continue to strengthen its
worldwide network of marketing, distribution and customer support systems, which cover the more than
8,300 Eurocopter aircraft in operation.

*  Develop and capitalize on demand for Eurofighters in the export market.

EADS owns a 46% interest in the consortium that has developed the Eurofighter multi-role combat aircraft.
The other members of the consortium are Alenia, with a 21% interest, and BAE SYSTEMS, with a 33%
interest. The consortium has received commitments to purchase 620 aircraft from its members’ home
countries and delivery of the first 148 aircraft is scheduled to begin in 2002. The strategy of the Aeronautics
Division is (1) in the near term, to achieve a high level of efficiency and quality in the production of
Eurofighters and (2) in the medium term, to capture at least 50% of the potential export market for this type
of aircraft, which has an estimated size of more than Euro 50 billion over the next 30 years.

*  Establish a military aircraft joint venture with Finmeccanica.

The Aeronautics Division will pursue its plans with Finmeccanica to create a joint venture combining most of
EADS’ military aircraft activities with the military aircraft activities of the Alenia subsidiary of Finmeccanica,
including Eurofighter and the military trainer aircraft activities of the Aermacchi company in which Finmec-
canica owns a 25.45% interest. With German, French, Spanish and Italian participation, the scale and scope of
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the joint venture would make it a compelling proponent of, and partner in, any future European or European-
U.S. projects to develop a next generation fighter or advanced trainer aircraft.

e Ally with Embraer.

Building on EADS’ stake in Embraer, the objective is to forge a strategic alliance which would enable both
companies to compete more effectively against Bombardier, the major competition in the regional aircraft
market. This alliance, which is under discussion, would enable the parties to leverage the di