




























































































In this market, Personal Communication
Services represented 10 billion euros in
revenues, up by 1.1% on a comparable
basis, even though regulatory changes
have led to lower rates for call termina-
tions, international calls and SMS. Data
services rose by 14% and now account
for 17.3% of revenues, compared with
15.3% in 2006. Turnover and profitability
increased, based around two strong
points: on the one hand, the stabilisation
of market share at 45.5% despite strong
competition; and on the other hand, the
rise in the number of customers subscrib-
ing to a package, which rose by 6.7% to
around 65% of the customer base, with a
falling cancellation rate despite the intro-
duction of number portability in May. One
of the year’s key events was the develop-
ment of broadband and value-added
mobile services. Indeed, the broadband
mobile customer base more than doubled
year-on-yeatr, rising to 7.4 million. As sym-
bols of this explosive growth, in the fourth
quarter of 2007, 478,000 “multimedia
options” were taken out and 73,000
iPhones sold in five weeks. Furthermore,

over the whole year, the average customer
bill for data traffic rose to 69 euros a year
compared with 57 euros in 2006. Today,
98% of France is covered by the
network, and 66% by 3G and 3G+ - a
specialised content offer of more than 60
TV channels available by mobile phone.
Over the next few months, the Group aims
to maintain its market share by focusing
on segmentation and promoting the devel-
opment of the virtual operators that it
hosts. The average revenue per subscriber
should remain steady, thanks to the devel-
opment of new uses (TV, content, etc.),
while new unlimited 3G voice and data
packages will be launched. Finally, a focus
on customer loyalty policies will keep the
cancellation rate in check, particularly via
the “changer de mobile” (change of
mobile) and “davantage” (more) pro-
grammes: the latter, launched in March,
allows the customer to collect points that
can be redeemed for a wide range of
offers and services.

Aurélie Stockpoeuf, Head of iPhone Project, Orange France.

Revenues from personal communication
services in this country totalled 6.2 billion
euros, an increase of 6% on 2006 at com-
parable basis, associated with the highly
favourable change in customer distribution:
packages, up by 12.9%, account for
35.9% of the customer base, compared
with 32.4% in 2006. The UK market is
plainly one of the most competitive in
Europe with four major operators plus a
number of extremely dynamic virtual oper-
ators. Against this background, the strate-
gy of creating value for the customer,
implemented since 2006, has been suc-
cessful. Thanks to a stronger presence on
the market and attractive offers such as
the “animal” tariffs, the Group enjoyed its
biggest increase in new contracts since
2001. There was also a 13.9% rise in rev-
enues from data services, which account-
ed for 21.7% of total revenues compared
with 20.2% in 2006. The number of broad-
band mobile customers doubled year-on-
year to almost 1.8 million. In order to mark
its difference from its competitors and
develop the uses of mobile broadband
even further, Orange has positioned itself

as a pioneer in making innovative content
available: for example, for football-lovers
with 3G handsets, in August Orange
launched Frank TV, a channel for Chelsea
fans, devoted to its star player Frank
Lampard. This broadcast was preselected
for “Mobile Entertainment Awards”. With
“Bebo”, one of the most popular social
networks in the UK, an agreement was
reached to make this service available to
Orange mobile customers via the
bebo.com portal.

In 2008, the Group will continue with this
strategy and strengthen its growth dynam-
ic. To achieve this, it will be able to draw on
the development of its own distribution
channels, notably online, while benefiting
from the clear upturn in quality of service in
order to build customer loyalty and
increase its market share. Its efforts in effi-
ciency, effectiveness and profitability will
also be maintained.

Revenues from personal communication
services totalled 3.4 billion euros, repre-
senting a rise of 2.7% on a comparable
basis.

At the end of 2007, the Group had more
than 11 million mobile customers, repre-
senting a market share of 22.3%, despite
the loss of the customers of the Basque
operator Euskatel and a purge of the pre-
paid customer base which led to the
removal of 500,000 inactive .In
addition to these two elements, the notable
feature of the year was the strong rise in
contract customers, who are now in a
majority (53.7% of the total). In 2007,
537,000 new contract customers chose
Orange — a rise of 27% on the previous
year. With the number of customers rising
by 10% year-on-year, packages were a
resounding success, while prepaid servic-
es were down slightly. At the same time,
the mobile broadband customer base
increased nearly fourfold over the year,
climbing from 422,000 in 2006 to 1.6 mil-
lion at the end of 2007 thanks to the better
coverage on 3G and 3G+.
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The Group’s objective in Spain is now to
maintain the rate of growth in the number
of package-based customers and turn its
performance around on the prepaid busi-
ness. Another priority for 2008 will be to
optimise commercial costs.

in poland

The Group implemented a vigorous com-
mercial policy in Poland which produced a
significant increase in revenues and a
17.1% improvement in gross operating
margin. Revenues were up by 7.1% to
2.1 billion euros, with a sharp rise to 39.1%
in gross operating margin for mobile activi-
ties (85.7% in 2006), thanks to the increase
in revenues outstripping the rise in com-
mercial expenses.

The positive effects of the 13.1% increase in
the number of customers at 31 December
2007, now totalling around 14.2 million, are
partly impacted by the cuts in call termination
rates applied in October 2006 and May
2007. Orange in Poland maintains its leader-
ship position with an estimated market share
in terms of value of slightly more than 34%,
with a 0.5 point growth from one quarter to
the next, in terms of both value and volume.
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The aim is now to maintain this market
leadership, launch programmes to reduce
costs (information system optimisation,
network sharing, etc.), and continue ramp-
ing up 3G and HSDPA coverage in order to
be able to offer broadband mobile services
to as many customers as possible (televi-
sion and content, mobile payment, etc.).
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62 on the move

In Belgium, we are rolling out
a strategy to replace the
landline at home. Thanks

to the AtHome service, our
customers can use their
mobile to make unlimited
calls from home to landlines
for just a few euros each
month. Around one-third of
people in Belgium no longer
have a landline, and just
fewer than 30% say they
would prefer to use their
mobile if the conditions were
equivalent to their fixed line.
This is the customer
segment that we are
targeting. With over 63,000
customers at the end of
December, AtHome has
already met its targets and
will continue attracting

new customers in 2008.”’
Erick Cuvelier, Head of Marketing
at Mobistar, the Group’s Belgian
subsidiary.

N the
Group’s
other
Markets

in europe, the middle east

and africa

Mobile revenues in all of the countries con-
cerned totalled 7.55 billion euros, up by
12.7% on a comparable basis. This rise
reflects the strong growth in the number of
customers, which has risen by 34% on a
comparable basis to 44.5 million, with a
particularly sharp increase in Egypt,
Romania, Mali and the Ivory Coast. The
growth in revenues, meanwhile, was driv-
en by Romania, Egypt, the Dominican
Republic and Senegal. The gross operat-
ing margin in those countries was high,
stabilising at 40.7% of revenues, with rev-
enues generated by new customers offset-
ting regulatory impacts and the cost of the
investments made in order to establish
new activities, particularly in Africa. In these
countries, the Group’s mobile activities
showed strong growth, chiefly through pre-
paid offers. These markets are undergoing
extremely rapid changes, both economic
and social, and the mobile phone, by
increasing communication and exchanges,
is positioning itself as a key element of
development.

In the Middle East and Africa in particular, the
Orange brand is supporting the principal fes-
tive events, for example, with the aim of
strengthening links and reaching a very
broad customer base through promotional
operations. These are having great success
and allowing the rapid democratisation of
mobile phone use. The growth in this activi-
ty is also supported by reseller networks and
the opening of shops adapted to local cus-
toms which have made it possible to main-
tain highly competitive positions. They are
strengthened by the constant expansion of
networks in order to increase territorial
mobile coverage and face with the strong
rise in customer numbers, while maintaining
the highest possible quality.

Looking ahead, the objective is to continue
with the deployment of mobile broadband in
Europe. In Africa and the Middle East, the
objective is to boost growth through new
investments and the development of roam-
ing offers, mobile data services (e.g. using
the mobile as a means of payment) and
services designed for customers with low
purchasing power, and to position the Group
as the reference operator in these markets.

In Western Africa, thanks to the Orange Zone offer, which functions as a unique
regional network, mobile customers can now receive calls from another country free
of charge and make calls without constraint from one country in the zone to another
for the price of a local call. With prices that are affordable, simple and consistent,
this service aims to develop traffic both locally and internationally, as well as winning
over and building loyalty among new customers. In the light of the success achieved,
similar services are being considered for other regions, such as Southern Africa and

the Indian Ocean.”

Bachir Nasre, Head of International Business and Interconnection, Orange Mali.
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2007 has been the year of growth for Enterprise
communication services. The strategy implemented in 2005
to transform Orange Business Services in an integrator of
business communication services has proved a success.
The traditional activities of fixed-line telephony and data
services are lowing down, while the Group is seeing
significant growth in new area such as networks,
integration services and all services associated bringing
value add. This increase is the result of a strategy described
in three waves: continuous investment in our networks, the
acceleration of the uptake of Internet technologies in
businesses, and development of applications allowing the
Group’s enterprise to create value in this new world of
communications.

This strategy, which has for objective to bring the group
towards providing integration communication services to its
business customers, has enabled us to be back on the
growth curve since 2007,

The Group created an increase of 0.4%, in
Enterprise Communication Services, on a
comparable basis, rising to 7.7 billion
euros. In these highly competitive markets,
traditional fixed-line telephony and data
services fell by 9.3% on a comparable
basis, but this was offset by the increase in
advanced network services (+7.1%),
integration activities, and consultancy
and management services (+14.4%).
Convergence offers were also extremely
popular: several solutions enjoyed strong
growth, such as the Business Everywhere
mobility offer, which now has 870,000
users around the world compared with
658,000 at the end of 2006.

These results are delivered while the mar-
ket is undergoing a revolution. The take-off
of technologies based on the IP protocol
increases productivity and the ability of
businesses to communicate. This brings
both an increase in commercial opportuni-
ties, with the implementation of IP transfor-
mation, with the adoption of new

technologies in businesses, and an
increase in competition: the Group now
finds itself competing directly with IT serv-
ices companies and integrators.

With this in mind, the strategy aims to offer,
beyond traditional services, solutions for the
management of business networks and all
associated added-value services: mobility
communication solutions, IP telephony,
collaborative working applications, security
of data and exchanges, management and
hosting of data centres, communication-
critical applications, etc.

Orange Business Services promotes a
partnership relationship with its customers,
whether SMEs or multinationals, by taking
charge of the complexity of new technolo-
gies thus allowing them to concentrate on
their core activities. It was for this reason
that the Group expanded its skills portfolio
through the acquisition of several compa-
nies specialising in computing services: the
Diwan group, the Silicomp group, Neocles
Corporate at the end of 2006, and the
“Business” and “Managed Services” divi-
sions of the GTL group in India in 2007 .

870

658

408

2005 2006 2007

296
256

184

international

France

2005 2006 2007
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simplifying everyone’s lives

The Group is developing mobility and
collaboration solutions that allow everyone
to be connected, anywhere and at any
time, with the necessary communication
tools and applications: e.g. Business
Everywhere, telepresence solutions, and
Digital Work Space for local authorities and
their schools or colleges. In this field, two
new products were put on the market in
2007: Business Talk, an IP telephony solu-
tion that brings together a company’s
telephony across all its sites (national and
international) and Business Together, which
facilitates team working by integrating var-
ious tools: instant messaging, audio, Web,
Visio, call handling, attendance manage-
ment, shared work, etc. The trend will con-
tinue in 2008 with the launch of solutions
designed to answer the specific needs of
the end users according to their type of
activity in the business: office-based users,
mobile users, and those who move around
within the business.
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In order to develop

our business and conquer
new markets, we establish
bases in regional capital

cities. And in order to ensure

a dynamic growth, we have
a basic need to ensure

the exchange of data under

good conditions between
branch heads and product
managers. We liked

the approach of Orange
Business Services

with regard to the security
of exchanges, but also

in terms of support and

advice.”

Dominique Foussier, Director
and founder of Foussier
Quincaillerie, a company with
200 employees.

building efficient end-to-end
networks

Both globally and locally, the Group is push-
ing through frontiers and integrating the
needs of multinational businesses into man-
aged networks that provide reliable links
between sites, servers and employees:
IP VPN solutions, Business Acceleration,
and International Ethernet Link, a solution
launched in 2007 to provide interconnec-
tions between sites and their data centres.
With almost 300,000 virtual private network
accesses (IP VPN) managed around the
world, Orange Business Services offers
its customers a end-to-end solution for the
global management of their communication
networks.

building stronger customer
relations

A differentiating factor and a major criterion
of satisfaction for increasingly demanding
customers, a quality relationship today
demands proximity, personalisation,
responsiveness and availability, whatever
the channel of communication (fixed-line or
mobile telephone, e-mail, Web, SMS, etc.).
The solutions offered by the Group include

Contact Multicanal (Multichannel Contact),
Guide Vocal-Web, Numéro Accueil®
(Greating Number) and Audiotel®, Contact
Centre Services, etc. Two new services of
significance were launched in 2007: con-
tact Everyone (multimedia distribution solu-
tion: SMS, MMS, e-mail, voice messaging,
etc.) and e-boutique (an application solu-
tion to create a retail site without having
strong Internet experience).

making exchanges secure
Internationalisation, mobility, the multiplica-
tion of exchanges with customers, partners
and suppliers ; all this means that
Businesses can no longer afford to keep
their networks closed off. Group ensures
that applications are accessed in complete
security thanks to solutions designed to
prevent threats, control access and protect
data integrity and the confidentiality of
exchanges, for example with solutions
such as Unified Defense, iSAN, IP VPN
Protected and “Mon PC Sécurisé” (Laptop
Security Services).

Our relationship goes
beyond the typical
customer/supplier
framework: we work more
like a team. Working with
Orange Business Services
has been an extremely

positive experience.”
Roman Scarabot-Muller,

Global IT Infrastructure Manager
of the Mondi group,
international leader in the paper
and packaging sector.
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- mobility solution for Frittinationels =
to help you one up new opportunities
for working remotely in ways that are
safe, easy, coherent and cost effective

commercial successes

SMEs and multinationals alike, many new
customers have called on the Group’s
enterprise communication services. The
Norwegian oil group Statoil chose these
services to plan its infrastructure and man-
age its huge Internet network on 40 sites
spread across 23 countries. The Ministries
of Foreign Affairs of Sweden and Finland
chose to entrust Orange Business Services
with their ultra-secure communication net-
works between their respective embassies.
The “Fleet Advanced” machine-to-machine
fleet management solution was adopted by
famous freight companies such as Gefco.
The world leader in electronic equipment,
Legrand, chose the Group to implement a
videoconferencing solution allowing its
managers in 60 countries to take part in
biannual strategy meetings organised
directly from its head office. In France, IP
telephony services have been implemented
in companies such as the insurance group
AgZ2r, the printing plant manufacturer MAN
Roland, the clothing retailer Défimode, the
aircraft manufacturer Airbus... In France
again, government bodies have also proven
their faith in the Group: the National

——
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70 At work

Orange Business Services
was already managing

our data traffic. For an area as

sensitive as telephony,
it was important to choose
the most competent

company in the field.”

Didier Fleury, IT Manager at SITA
Centre Ouest, a subsidiary

of Suez environment specialising
in waste collection and
processing, customer

of the Business Talk IP Centrex
and Managed LAN solutions.

Gendarmerie (Police Force) for the deploy-
ment of a highly secure IP VPN network,
SNCF for setting up Internet access and a
multimedia portal on board its trains, and
the technical division of the Post Office,
which subscribed to Business Talk Premium
s0 that its technical experts could always be
reached.

rising up to the challenges

To help businesses cope with the increasing
complexity of managing their information sys-
tems, in January 2007 the Group adopted
the ITIL® (IT Infrastructure Library) framework
for its advice and support services to busi-
nesses. This framework is the most widely
accepted approach to IT service manage-
ment in the world. Compliance with its princi-
ples is the mark of reliability and transparency
that multinationals need in order to ensure
that their processes are effective. By creating
a worldwide team of certified ITIL® consult-
ants, Orange Business Services offers its
customers the best guarantee of establishing
a high-quality information system, significant-
ly reducing their costs, improving the per-
formance of their teams and strengthening
the effectiveness of their processes.

a large array of services

Orange Labs have made it possible to
create truly innovative applications to help
businesses and organisations. Thus, the
challenge of innovating on an everyday
basis was fully met with the success of
the major surgical and technological event
that took place on 23 May 2007: under
the aegis of the Live International
Otolaryngology Network (LION), 9 European
ORL teams linked by the Orange Business
Services’ managed Videoconferencing serv-
ice carried out 15 direct surgical interven-
tions. Throughout the day, they were able to
communicate simultaneously with 4,000
other practitioners in 29 conference halls on 4
continents.

In this specific sector of healthcare, the
Connected Hospital solution is currently
being set up in hospitals in France and
elsewhere in Europe. It provides them with a
full set of computing and communication
tools.

Finally, the Group has shown its commit-
ment to protect the environment by devel-
oping solutions which make it possible to
reduce the ecological impact of businesses’
activities.

E-health in Spain is growing

strongly. By developing
our activities in this field,
we are adding a little extra

credibility to our positioning

as an alternative integrated
operator. At present,

we have two reference
partners: a major
multinational insurance
company and a well-known
private hospital, with whom
we are setting up our first
services. | am extremely
enthusiastic about taking
part in the launch of

a new activity: businesses
in the health sector have

a great deal to gain from
communication
technologies, and Orange
is in the best position

to help them enjoy

all these advantages.”’
Itxaso Zubia Lauzurica, Orange
Healthcare Spain.

highlights and rewards

A number of major events testified to the
growth in enterprise communication servic-
es during the year. In particular, Orange
Business Services joined forces with China
Telecom to offer next-generation virtual pri-
vate network services in China, and with
Alcatel-Lucent to help business networks
around the world to make the transition to
the Internet. The Group acquired the
“Business” and “Managed Services” divi-
sions of GTL in India, and became a Global
Certified Partner of the equipment manu-
facturer Cisco®. Finally, the Group became
a long-distance telephone operator in Russia.
This dynamism was hailed by experts
all over the world on several occasions:
1st prize in the European 2007 Project
Awards from the European Commission
for its Point  Visio-public  (Public
Videoconferencing Terminal) in Auvergne,
and 6" place in the French IT services
companies list compiled by Pierre Audoin
Consultants (up by three places); Orange
Business  Services also  received
the Frost & Sullivan Award for its solutions
promoting sustainable development.

Orange Business Services was also named
Best Global Operator in the World
Communication Awards 2007, for the
second year running and is positioned
in the “Leader’s Quadrant” of the Magic
Quadrants of the analyst Gartner (Global,
Pan-European, Asia-Pacific) for Network
Service Providers, published in 2007.
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“Giving every

employee

the means

to develop their
talents and take
control of their
professional
destiny, putting
the right skills

in the right place
at the right time:
this is the Group’s
worldwide human
resources

policy. "

““The Group is convinced

that telecommunications have

a role to play in combating climate change
and improving the lives of individuals. *’
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corporate
governance

For good corporate governance, the
Group places emphasis on the responsibil-
ity and integrity of its directors and man-
agers, the independence of the members
of its Board of Directors, transparency of
information and respect for the rights of
shareholders.

The Board of Directors makes all decisions
concerning the Group'’s strategic, econom-
ic, social, financial and technological
orientation and ensures that they are
implemented by the Group Management.
The Board met eleven times in 2007.
During the course of the year, it carried out
a fresh evaluation of its way of working, as
well as that of its committees. The Board
of Directors relies on the work of the Audit
Committee (seven meetings in 2007), the
Remuneration, Selection and Governance
Committee (seven meetings in 2007), and
the Strategy Committee (four meetings in
2007).

Since January 2006, a select Group
Management Committee consisting of nine
members, including the CEQ, has been in

place with clearly-identified responsibilities.
Among other responsibilities, the Group
Management Committee implements the
Group’s strategy and development pro-
grammes, and steers the monitoring of its
operational and financial performance. It is
the decision-making authority for the man-
agement of the Group (for its composition,
see pages 76 and 77).

In addition, the various specialised internal
committees, such as the Investment
Committee, the Internal Audit and Risk
Committee, the Treasury and Finance
Committee, the Financial Information
Committee, the Tax Committee and the
Commitments Committee, are responsible
for ensuring the application of Group direc-
tives, principally with respect to achieving
global economic objectives. They also
oversee risk management in financial
commitments, to limit the Group’s overall
exposure.

In 2007, the Group continued with the pro-
gramme of strengthening internal controls
on the production of financial and account-
ing data which was initiated in 2003. This
project has consisted of improving all inter-
nal financial control processes, principally

in order to comply with the provisions of
the Loi de Sécurité Financiere (Financial
Security Act) and the American Sarbanes-
Oxley Act (owing to the Group’s listing on
the New York Stock Exchange).

As well as ensuring the proper application
of legislation, internal control is an impor-
tant lever for improving the performance of
the business: legal obligations such as the
Sarbanes-Oxley Act must be used as
opportunities for progress. Accordingly, the
Group believes that every person, whatev-
er their position within the business, must
regard themselves as responsible for the
risks of their environment.

2007 was the first year that security gover-
nance tools were operational at Group level
(country organisation, Group Security
Committee, Group reporting, action plan
for security of access to information, etc.),
including the security of offers aimed at
customers.

2008 will benefit from the past year in
terms of the ongoing improvement
required by ISO 27000.

In addition, action will be concentrated on
developing a security culture among
employees and implementing measures
such as BCM (Business Continuity
Management) aimed at ensuring business
continuity.

During 2007, the Group’s Insurance
Department renegotiated its corporate
insurance for both property damage risks
and liability risks.

This project, which resulted in new savings
on premiums for the Group, also made it
possible to optimise the quality of the
cover. During the same period, preventive
site audits in collaboration with the engi-
neering department of the Group’s insurers
were carried out on numerous establish-
ments, notably in the United Kingdom,
Poland and Spain. Studies are also cur-
rently being conducted to evaluate the
appropriateness of transferring certain
types of risk to the insurance market.

The total gross amount, excluding employ-
er charges, of all remunerations (gross
salaries, bonuses, non-monetary benefits
and directors’ fees) paid by France
Telecom S.A. and its subsidiaries to per-
sons who are or were, during the course of
2007, members of the Board of Directors
or the Group Management Committee of
France Telecom was 7,962,258 euros,
including profit-sharing, share options and
employer’s pension scheme contributions.
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human resources

The foundations of a new human
resources culture were strengthened in
2007. Innovative solutions were put in
place, which make know-how, skills and
the quality of teams a lever for meeting the
Group’s new challenges in all its markets,
in each of its areas of activity. Shared
worldwide, the human resources policy
directly serves the strategy and supports
transformation by putting the right skills in
the right place at the right time, and by giv-
ing every employee the means to develop
their talents and take control of their pro-
fessional destiny.

Intended to support NEXT in human
resourcing since its launch in 2005, the
act: programme (“anticipation and compe-
tencies for the transformation”) has contin-
ued its process of adapting skills to the
needs of the Group and strengthening the
workforce in priority areas. In order to pro-
mote the organisations and the new ways
of working that are necessary for transfor-
mation, the emphasis has been placed on

integrating new talent, irrespective of its
origins, on cost improvement and perform-
ance management, and on an ambitious
programme of professional development.
In this last area, the objective is to enable
every employee to develop their profes-
sional value and reflect on their future so as
to be ready to seize, at any moment, all the
opportunities that present themselves.

Thanks to the groundwork that has been
done, all the main lines of the act: pro-
gramme are now in place. A shared human
resources culture is being constructed at
Group level. To ensure that managers have
the necessary means to inspire their
teams, and to enliven and explain the strat-
egy, a unique leadership model, combined
with a common evaluation tool, is being
rolled out in Spain, France, the UK, Poland,
Jordan, etc. Orange management schools
have been opened in most of the countries
in order to further improve managers’ abil-
ity to develop the talents of their co-work-
ers. As for personnel career management,
this is carried out in conformity with the

Group’s strategy in all countries, and each
country establishes recruitment and mobil-
ity policies appropriate to its local context
by progressively using the frame of refer-
ence describing all the job areas and skills
of the Group.

Although the same tools and principles can
be used throughout the Group, the chal-
lenges vary considerably from one country
to another, and the implementation of
human resources policies must therefore
be adapted to each situation. Thus, certain
countries (UK, Spain, Poland, etc.) are
faced with high rates of staff turnover, par-
ticularly in priority job areas. Initiatives have
been taken to attract and retain good per-
sonnel: training and talent-spotting pro-
gramme in Egypt, creation of career
coaches in the UK, policy of work/life bal-
ance management through choice of
working hours (for team working), creation
of five development spaces facilitated by
advisors in Poland, etc. In France, the chal-
lenge is to encourage internal and external
mobility. Externally, one approach to this
challenge is to continue with the existing

3.9%
198,185 7.5% 57.8%
191,036 187,331 9%
France
W UK
16.4% Spain
Poland
1.8% Other European countries
: \ Africa and Middle East
7.7% Rest of the world
2005 2006 2007
(assets, end of period, on a comparable basis)  (in permanent employment contracts at 31 December 2007)

enterprise scheme which since 2003 has
seen the creation of 1,500 businesses.
Similarly, the “projet personnel accompag-
né” (supported personal project) scheme
(PPA) gained momentum in 2007, and
enabled more than 700 people to contin-
ue their career in another business.

4,500 employees have now moved into
the civil service since the scheme was first
created. Internally, mobility is being encour-
aged towards the priority job areas, with
over 2,000 employees switching jobs in
two years via one of 37 professional
training courses and an extensive training
initiative. Thus, at the end of 2007, the
priority sectors of customer relations,
business services, networks and informa-
tion systems and multimedia content
production accounted for 56% of the
workforce in France, compared with 50%
two years earlier. This will to concentrate
skills in the domains of key importance
to the Group’s strategy was also applied
to the external recruitment policy: sales,
innovation and networks and information
systems absorbed the majority of the
14,000 appointments made in 2007.

around the world, including
106,172 in France at the end
of 2007

increase in the number

of hours of training per employee
in two years (+35% in France,
with an average of 27 hours

per year per employee)

recruited in 2007




environmental
and social responsibility

For a number of years, the Group has been
committed to a process of responsible
growth in all the countries in which it is
present. This is both a commitment and an
opportunity: integrating the challenges of
sustainable development into its strategy
and policies supports the Group’s changes
and helps to improve its overall perform-
ance. Based on values and principles of
ethics enshrined in the ethics charter and
nourished by the dialogue with its stake-
holders, this approach takes concrete form,
on a day-to-day basis, in the design of
communication solutions: offering a correct
balance between economic competitive-
ness, social progress and protection of the
environment. An element of innovation,
sustainable development lies at the heart of
the values of the Group and of the Orange
brand.

taking care of the future
In order to strengthen the sharing of best
practices in corporate responsibility within

In 2007, over 500,000 conference
calls made by Orange Business
Services customers saved the
emission of 1,000 tons of CO, into
the atmosphere.

80 renvironmental and social responsibility

the Group and incentivise its employees, an
internal multi-country competition named
“caring for the future” was launched in
2007. For this first year of the competition,
12,000 employees from 16 countries took
part in selecting the projects most emblem-
atic of the commitments undertaken. Among
the prize winners were the following:

e the Action Handicap Orange (Orange
Disability Action) project in Cameroon,
which promotes the social and profession-
al integration of people with physical dis-
abilities by providing them, for example,
with a working tool for using “call boxes”
(portable telephone boxes);

¢ the mapping of channels for the end-of-
life processing of products carried out in
France by the Group’s Purchasing
Department, consisting of an evaluation of
capacity and compliance with legislation by
providers of waste collection and disposal
services.

solutions for sustainable
development

The Group is convinced that telecommuni-
cations have a role to play in combating
climate change and improving the lives of

1

We want to reduce our
ecological footprint.

The dematerialisation of
information exchanges
thanks to Business
Everywhere has enabled us
to do away with faxing

by our salespeople, saving
more than 50,000 pages a
year. We also chose Orange
Business Services for its
ability to offers us “green”
solutions, and for its
commitment to sustainable

development.”’

Frédéric Lallemand,

Head of Information Systems

at Metarom, a group specialising
in the manufacture of flavourings
and colourings for the agri-food
industry.

individuals. As the leading user of its prod-
ucts and services, Orange uses the “green-
est” network applications and information
systems possible. But it also strives to pro-
mote these solutions to its private, or busi-
ness customers, via five levers:

® developing collaborative working:
bringing people together without them
having to move is the heart of the Group’s
business;

¢ vehicle fleet management: based on
“machine to machine” technology, the
Group’s solutions make it possible to
optimise the movements of thousands of
vehicles in real time and improve their
preventive maintenance;

e consolidating infrastructures: solutions
for virtualisation, hosting and facilities
management, etc.; solutions for consoli-
dating data centres and for reducing serv-
er numbers and energy consumption;

¢ dematerialising exchanges: among other
solutions, the Group offers electronic
invoicing that enables customers to dras-
tically reduce their paper consumption;

e human services: the Group’s solutions
help put citizens in touch with govern-
ment departments, maintain a social and

Violence-free Schools

medical link at home for old people, and
improve the quality of telecare services.

the Orange Foundation
celebrates its 20" anniversary
Since its creation in 1987, the Orange
Foundation has implemented a major spon-
sorship programme echoing the activities of
the business. Its purpose is to facilitate all
forms of communication that might enrich
links between people. This commitment is
based around three major areas: disability,
with actions in the field of autism and visu-
al and auditory difficulties; education, with
programmes to combat illiteracy and edu-
cate young girls in developing countries;
and finally culture, with support for commu-
nity choirs. Every year, more than 500
sponsorship projects are supported in
these different fields and in 23 countries, in
Europe, Asia, the Middle East and Africa.
On the occasion of its 20" anniversary, the
Foundation presented an exhibition, “a
sharing world” at the French National
Library: seven photographs from the
Magnum Photo agency based around the
Foundation’s actions, providing a moving
and powerful testimony to the day-to-day

work of the associations, organisations and
choirs supported all over the world. The
Group’s commitment to sponsorship was
also hailed by the French Ministry of
Culture, which awarded the Médaille de
Grand Mécene (Grand Patronage Medal) to
the Foundation.

For more information:
www.orange.com/fondation.

At the end of 2007, the Foundation set up
an online blog to promote its work, its part-
ners and the associations supported:
www.orange.com/fondation/blog.

All the Group’s social and environmental
actions are described in its 2007 corporate
responsibility report, in the “responsibility”
channel on www.orange.com.

The national “Violence-Free Schools” programme conducted by the TP Group foundation was voted best
educational campaign at the “Zlote Spinacze 2007” (Gold Clip 2007), a prestigious competition for institutional
press relations. TP won second prize, following on from the award 3 years ago for the “Phone Mum”
programme. “Violence-Free Schools” is aimed at highlighting the problem of violence in schools through
profiles and statements from pupils, teachers and parents who are against it.

Handbooks, specialist staff, and campaign kits are all available to show schools how they can respond
effectively to the problem of violence. 15% of Polish schools have already signed up to the programme,
representing 4,600 pupils at 60 schools.
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consolidated income statement

Revenues

External purchases

Other operating incomes

Other operating expenses

Labour expenses:

— Wages and employee benefit expenses
— Employee profit-sharing

— Share-based compensation
Depreciation and amortization
Impairment of goodwill

Impairment of non-current assets
Gains (losses) on disposal of assets
Restructuring costs

Share of profits (losses) of associates
Operating income

Interest expenses, net

Foreign exchange gains (losses)
Discounting expense

Finance costs, net

Income tax
Consolidated net income after tax of continuing operations

Consolidated net income after tax of discontinued operations
Consolidated net income after tax
Net income attributable to equity holders of France Telecom S.A.

Minority interests

Earnings per share (in euros) (see note 30)

Net income of continuing operations attributable to equity holders of France Telecom S.A.
— Basic
— Diluted

Net income of discontinued operations attributable to equity holders of France Telecom S.A.

— Basic
— Diluted
Net income attributable to equity holders of France Telecom S.A.
— Basic
— Diluted

The accompanying notes are an integral part of the consolidated financial statements.
They can be viewed on the www.orange.com website and are available on request from the Company.

6,819

6,300
519

2.42
2.36

2.42
2.36

0.40
0.39

1.59
1.57
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consolidated balance sheet

2007
Goodwill 31,389
Other Intangible assets 16,658
Property, plant and equipment 27,849
Interests in associates 282
Assets available for sale 518
Non-current loans and receivables 1,960
Non-current financial assets at fair value through profit or loss 54
Non-current hedging derivatives assets 42
Other non-current assets 63
Deferred tax assets 7,273
Total non-current assets 86,088
Inventories 1,068
Trade receivables 6,556
Current loans and other receivables 81
Current financial assets at fair value through profit or loss, excluding cash equivalents 534
Current hedging derivatives assets 12
Other current assets 2,035
Current tax assets 111
Prepaid expenses 673
Cash and cash equivalents 4,025
Total current assets 15,095
Total assets 101,183

2006

31,517
18,713
28,222
360
338
867

44

37

39
8,250
88,387

844
6,756
53
543

1,788
247
580

3,970

14,784

103,171

Share capital

Additional paid-in capital

Retained earnings (deficit)

Net income for the year

Cumulative translation adjustment

Equity attributable to equity holders of France Telecom S.A.

Minority interests
Total equity

Non-current trade payables

Non-current financial liabilities at amortized cost, excluding trade payables
Non-current financial liabilities at fair value through profit or loss
Non-current hedging derivatives liabilities

Non-current employee benefits

Non-current provisions

Other non-current liabilities

Deferred tax liabilities

Total non-current liabilities

Current trade payables

Current financial liabilities at amortized cost, excluding trade payables
Current financial liabilities at fair value through profit or loss

Current hedging derivatives liabilities

Current employee benefits

Current provisions

Other current liabilities

Current tax payables

Deferred income

Total current liabilities

Total equity and liabilities

2007

10,457
15,317
(3,966)
6,300
1,747
29,855

4,470
34,325

435
32,5632
154
955
535
1,657
870
1,440
38,578

9,580
8,694
730
353
1,881
1,599
1,837
331
3,275
28,280

101,183

2006

10,427
15,179
(5,171)
4,139
2,220
26,794

4,844
31,638

535
36,199
798
1,066
534
2,206
959
1,749
44,046

9,015
9,264
0

33
1,606
1,816
2,110
466
3,177
27,487

103,171

The accompanying notes are an integral part of the consolidated financial statements
They can be viewed on the www.orange.com website and are available on request from the Company.

85



2007 2006

Purchases/sales of property, plant and equipment and intangible assets

Purchases of property, plant and equipment and intangible assets (7,064) (7,039)
Increase/(decrease) in amounts due to fixed asset suppliers 125 228
Proceeds from sales of property, plant and equipment and intangible assets 1183 105
, Cash paid for investment securities, net of cash acquired
consolidated cash flow statement FT Espana ISP (Ya.com) (319) -
Telkom Kenya (270) -
Purchase of treasury shares by TP SA (185) -
Amena - (113)
2007 2006 Orange Moldova (103) -
Silicomp (96) -
Voxmobile (80) -
Net income attributable to equity holders of France Telecom SA 6,300 4,139 Other payments for investment securities (64) (142)
Adjustments to reconcile net income/(loss) to funds generated from operations Proceeds from sales of investment securities, net of cash transferred
Depreciation and amortization 8,111 7,833 PagesJaunes - 2,697
Impairment of non-current assets 107 105 Orange Nederland 1,306 -
Impairment of goodwill 26 2,800 Tower Participations 254 -
Gain on disposals of assets (769) (3,079) Bluebirds 110 -
Change in other provisions (945) (847) One 82 -
Share of profits (losses) of associates 4) (24) Other proceeds from sales of investment securities 56 112
Income tax 1,330 2,302
Interest income and expense 2,627 3,004 Decrease/(increase) in marketable securities and other long-term assets
Minority interests 519 629 Escrow deposit (757) -
Foreign exchange gains and losses, net (740) (796) Other 11 (539)
Derivatives 756 1,038 Net cash used in investing activities (6,881) (4,691)
Share-based compensation 234 34
o ) ) Issuances
Change in mveptor 1es, tr, aqe It ece/vlab/es and trade payables Bonds convertible, exchangeable or redeemable into shares 3,122 928
Deorease/(!ncrease) !n inventories (net) ' (250) 1 Long-term debt 804 585
Decrease/(increase) in trade accounts receivable 121 82
Increase/(decrease) in trade accounts payable 190 (818) Redemptions and repayments
) ) ) ) Bonds convertible, exchangeable or redeemable into shares (4,001) (3,895)
Other Changes. in Work/nlg capital requwements Long-term debt (2,430) (1,997)
Decrease/(increase) I|n other receivables (98) 15 Equity portion of hybrid debt (16) (42)
Increase/(decrease) in other payables 331 235
. . , , Increase/(decrease) in bank overdrafts and short-term borrowings (906) (1,117)
Dividends gnd mtgrest income received o 315 164 Decrease/(increase) in deposits and other debt-linked financial assets (including cash collateral) (830) 192
Interest paid ar]d interest rates effects on derivatives, net (2,726) (2,848) Exchange rates effects on derivatives, net (99) (724)
Income tax.pa|d . L (r91) (606) Purchase of treasury shares (214) (10
Net cash provided by operating activities 14,644 13,863 Capital increase 140 54
Minority shareholders’ contributions 50 (50)
Dividends paid to minority shareholders (677) (593)
Dividends paid by France Telecom SA (8,117) (2,602)
Net cash used in financing activities (7,654) (9,271)
Net change in cash and cash equivalents 109 (99)
Effect of exchange rates changes on cash and cash equivalents
and other non-monetary effects (54) (28)
Cash and cash equivalents at beginning of year 3,970 4,097
Cash and cash equivalents at end of year 4,025 3,970

The accompanying notes are an integral part of the consolidated financial statements.
They can be viewed on the www.orange.com website and are available on request from the Company.



88

glossary

2nd generation mobile telephony, see
GSM.

3 generation mobile telephone
network based on the UMTS standard.

see HSDPA.

high-speed data transmission tech-
nology on the traditional telephone net-
work, making it possible to provide
broadband data transfer services (firstly
Internet access) on a copper cable.

broadband subscription with two
services — Internet access and IP telephony.

series of telecommunications
solutions making it possible to offer servic-
es for healthcare players (doctors, hospi-
tals, insurance or public health
organizations, etc.) and people (patients,
dependent people, etc.).

wireless technology that upgrades
existing GSM networks to accommodate
Internet and multimedia services at four
times the speed of GPRS.

extension of the GSM standard, increasing
data transfer speeds, also referred to as
2.5G.

European standard for
2nd generation mobile telephony networks,
operating on wavebands from 900 to 1,800
MHz.

upgrade to the 3 generation (3G)
mobile telephony standard UMTS, also
referred to as 3.5G or 3G+. Thanks to a
software development, it offers performanc-
es that are 10 times faster than UMTS,
supporting high-speed packet downlinks.

basic protocol used
on the Internet for data transmission, defin-
ing the way in which information packets
are structured for routing on the web.

a virtual private network that provides
the same benefits as a private network
(security, etc.), but runs on public infra-
structures, offering lower costs and elimi-
nating network management needs for
users.

information
exchanges between machines that are set
up between the central control system
(server) and any type of equipment, through
one or more communications networks.

service that enables mobile phone users to
exchange messages containing text,
images, audio and video content.

see
MVNO.

this is an acronym for Modulator
Demodulator. It converts digital data from
the computer into analogue data that can
be understood by the telephone line. The
modem represents a piece of equipment
making it possible to connect up to the
Internet through an Internet service
provider.

services enabling customers to
receive data and images and make calls via
their phone line in IP mode.

mobile operator that uses third-
party network infrastructures to provide its
own mobile telephony services.

refers to software whose
source code is made available to all. Open
source software, like freeware, has a source
code that is available to all, but it is not nec-
essarily free.

triple play service com-
bined with mobile telephony.

smartcard containing data on a mobile net-
work subscriber (subscription type, services
taken out). When introduced into a terminal
(mobile telephone or computer), it makes it
possible to identify the owner on the network
and operate their mobile services.

commu-
nication service for short written messages
on mobile telephony handsets and net-
works.

broadband subscription service
including Internet access, telephony servic-
es and a range of television channels.

3 generation mobile
telecommunication system capable of pro-
viding broadband multimedia services.

introduction of competition on
the local loop. The phone line remains the
property of the incumbent operator, but is
connected to equipment belonging to a
rival operator located inside the telephone
exchange.

refers to the
possibility to select digital video content
and download it from a central server on to
a computer or television.

this represents a new approach
to using the Internet that enables users
themselves to relay or adapt web content
in line with their needs. In this way, each
user is a broadcaster, transmitter and
receiver of information, thanks to the devel-
opment of broadband Internet and mobile.
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camera, you will be able to access the multimedia content

All the essential information on your mobile: orange.mobi
or information in a flash!

By scanning this 2D barcode with your mobile phone's
(function available with Orange on certain mobile
handsets in France). To find out more, visit
www.orange.com/flashcode"

This is a flash code.

TH I

75505 Paris Cedex 15, France
133 (0)1 44 44 22 22

6, place d’Alleray
Tél.



