Business model transformation
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3rd quarter results confirm full year objectives

9M 2006 2006 objective

+1,2%

Revenues organic growth

G.O.Mrate
-1,7 pp vs 9M05 confirmed

full year guidance

o)
Capex 11,9% of sales confirmed

2006
organic
cash flow

* Adjusted from Pages Jaunes disposed at the end of 2006, pro forma organic cash flow is €6,8 bn

} GOM rate : 36,8% full year guidance




drastic change in the telco market

Western Europe Market trend FT’s position
v v
= |CT bubble )
< 2002 * large acquisitions leading to debtand |, i:z;agiesdisrevenue growth
goodwill increase
= strong market growth due to mobile = sustained revenue growth
2002- continuous equipment = continuous increase of GOM
2004 = rather stable PSTN lines revenues margin
= internet mass-market take-off = financial credibility restored
= acceleration of PSTN revenue erosion || - Lc;\t/\ée(rjzsllﬁsegrowth and GOM
2005- - g‘rgg'sle growth slow down in matures = business model transformation
2006 = internet strong development = debt reduction and dividend
increase
3 play offers become a standard « Purchase of AMENA
= PSTN erosion is slowing down » leading the industry
2007- ] mt:rrllzf competition on mobile transformation
= large deployment of internet with *focus on shareholder return
2008 9 ploy and reach our debt-to-GOM

content and new services
= Convergence becomes a reality

target ratio

NEXT has anticipated these changes

« 1st phase (June 2005) : the vision
build an integrated customer experience
develop contents & services
build a global player for enterprises
differentiate through customer care & professional services

» 2nd phase (February 2006) : organize and optimize

setting-up a worldwide and matrix-based organization
with strong country focus

adapt cost structure

improve marketing effectiveness through single brand and a ww
service development platform




the group is at the edge of its businesses transformation

trends for FT businesses ambition
internet services growth imply to
change most of our processes = strengthen market share and
© @ | contain cost structure to achieve
5 g |} Mewservices + contenttake-off ASAP GOM rate stabilization
=
© E n
€ IS PSTN business slower decline lower capex
mobile penetration is high and = moderate increase of sales
competition more intensive ) .
with GOM rate stability
g’ 0 continuous strong growth ‘ )
> 2 = sustainable sales and
S
g E deployment of convergence in GOM 9r0Wth
o € some targeted countries
on going transformation of
Lo business model towards IP )
o0 continue to develop network
c = growth in network service with :
o2 lower GOM rate and capital related service
requirement
5
FT growth engine emerging countries
growth

emerging countries

-> 2007-2008

content &
new services

network related
services

should slightly
. increase
enterprise N
2005 2006 2007 2008 2009




major tranformation of the cost structure is
needed to stabilize GOM

9M 2005* group opex & capex : € 27,7b 9M 2006 group opex & capex € 28,9b
(without Pages Jaunes) A (without Pages Jaunes)
9MO05-9M06
16% capex 4,5b 46b 16% capex
18% commercial 19% commercial
expenses 50b +0.5b 55b expenses
20% IT&N, general 57b 22% IT&N, general
expe?wses an% other +0.7b aal expenses and other

21% interconnection 21% interconnection

23% labor costs 22% labor costs

9MO05 9MO06

* Comparable basis

3 reasons for costs 3 reasons for costs
increase in 2006 containment in 2007-2008
interconnection costs stable despite design-to-cost to optimize
price decline because of offers structure operators fees

(abundance, bundles, etc.)

new businesses mass market (field costs, offer rationalization,

additional costs due to internet and } reduction of customer facing
operation, hot lines, etc.) processes improvement,

competition with market potential, increase

commercial costs in a more intensive } targeted allocation in conjunction
of direct channels
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measures impact on cost containment for 2007

2007 trend in % of sales

capex
labor costs
commercial
expenses
interconnection

other IT&N, general
expenses, and other

* comparable perimeter

optimizing capex is key to free additional
resources and do more with same amount

group capex evolution
+180m

40 home €4,6bn
+40m iti
broadbandtrad'tlonal

€4,5bn +45m mobile3G ,ggp  activities N
+SSP
emerging
countries
83% are
IT&N
capex

9MO05 9MO06




2007 objectives

G.O.M rate nearly stabilize Gross Operat_lng Margin rate thanks
to cost containment

capex } capex rate maintained

2007
organic
cash flow

* without Pages Jaunes sold at the end of 2006




