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5.1 A CORPORATE RESPONSIBILITY POLICY GEARED
TOWARDS SUSTAINABLE ECONOMIC PERFORMANCE

For more than 15 years, Thales has been proactively deploying a strong
corporate responsibility policy based on the highest international standards.

This is especially reflected in Thales's commitment to the United Nations
Clobal Compact, which it signed in 2003. Thales upholds the Global
Compacts 10 principles relafing fo Human Rights, labour standards,
environmental protection and the fight against corruption. These
commitments, implemented on the basis of agreements and best
practices guaranteeing that the Group will conduct business responsibly,
resulted in Thales achieving the Global Compact's Differentiation
Programme "GC Advanced level" in 2012.

The appropriateness of the Group's corporate responsibility policy was
also recognised by the Dow Jones Sustainability Index (DJSI). In 2018,

for the second year in a row, Thales was ranked first in the Aerospace
& Defence segment in the World version of the Dow Jones Sustainability
Index (DJSI). Similarly, non-financial rating agency MSCI awarded Thales
a rating of AA for the third consecutive year for its corporate responsibility
policy, in an endorsement of the Group's continuing efforts in this area.

Lastly, Thales publishes an integrated annual corporate responsibility report
which aims fo provide all stakeholders — employees, customers, suppliers,
business pariners, local communities, public authoriies, NGOs, efc. —
with details of how the organisation inferacts with its ecosystem and uses
capital fo create this value in the short, medium and long term.

Today this process is monitored at board level by the Strategic and
Corporate Social Responsibility Commitiee.

5.2 RISKS SELECTED FOR THE NON-FINANCIAL
PERFORMANCE STATEMENT

When identifying CSR risks for inclusion in the Non-Financial Performance
Statement, the Group first namowed down the list fo 15, drawn from a variety
of sources:

o the Group's risk mapping;
e the materiality matrix published in the Group's infegrated report;

e a list of CSR challenges identified by the Sustainability Accounting
Standards Board (SASB), Dow Jones Sustainability Index (DJSI) and
non-financial rating agency MSCI as likely to have a material impact
on companies in the Aerospace/Defence segment;

e asfudy of CSR challenges identified by French and foreign companies
comparable in terms of size and business segment.

These CSR challenges were assessed by the Group's main support
functions which ranked relevant "gross" risks fi.e. before taking info
account any remedial measures) in order of importance using impact
and likelihood scales.

From that ranking of gross risks, the Group selected six that mef the srict
definition of Articles L. 225-102-11ll, paragraph 1 and R. 225-105 1 1° of

the French Commercial Code. Said arficles suggest considering for the
Non-Financial Performance Statement the main risks (including, where
relevant and proportionate, the risks created by the Group's business
relationships, products or services| pertaining to the way in which the
company fakes account of the social and environmental consequences of
its business activities, to the impact of its business activiies on Human
Rights and fo the fight against corruption and fax evasion.

The six risks selected on that basis relate to:

1. diversity and inclusion;

. protecting the health and safety of employees;

. environmental impacts related to the Group’s activities;

. anticipation of environmental standards in product design;

o b WODN

. compliance with rules of ethical business conduct (particularly the fight
against corruption and influence peddling);

6. vigilance regarding suppliers” compliance with corporate responsibility
issues.

(1) Representatives from the Finance, Health, Safety & Environment, Human Resources, Purchasing, Audit, Risks & Infernal Control, Strategy & Marketing, Ethics & Corporate Responsibility,
and Communications Departments {Thales Foundation), plus the Group Secretary and General Council and corporate management.
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These risks are presented in section 3, 'Risk factors, risk management and internal control’, of the 2018 Regisfration Document, as reproduced below.

Risk identification

Risk monitoring and management

1. Diversity and inclusion

In a more globalised cultural and technological environment, increasing
team diversity and developing a more inclusive corporate culiure are
key ways to support innovation and creativity thanks to o broader
range of approaches, perspectives and ideas.

Lack of diversity could affect the Group's ability to respond to major
technological changes, cusfomer expeciations and business models,
which could in tum have a negative effect on its competitiveness,
business activiies and profitability.

Since 2016, proactive fargefs have been intfroduced Croup-wide to
strengthen diversity and inclusion in the broad sense of the term. These
fargets are covered in a quarterly monitoring dashboard (see section 5.4.2).

In an effort to encourage team diversity and employee inclusion and
ensure differences are respected, the Group has adopled a dedicated
governance system sfructured around a Steering Committee, a Diversity
and Inclusion Council and a central Diversity and Inclusion function.

In terms of gender diversity and professional equality, the Group has
been rolling out negotiated action plans in France since 2004 under
agreements signed with frade unions.

Since 2009, Thales has been signatory of a European agreement,
called IDEA, which includes gender equality commitments.

The Croup’s initiatives in this area are discussed in greater defail in
section 5.4.2.

2. Workplace health and safety

If they were mismanaged, the changes in work pattems, the tightened
regulatory provisions relating fo the working environment, and the issues
around industrial safety would expose Thales to sanctions, resulting in
costs and risks fo its image.

lack of a high-quality work environment may also negatively impact
teams’ motivation.

The Group has set up a special body that aims fo prevent workplace
health and safety risks in the countries where it is present, in the major
entities, at Thales sites and at external sites. This also includes
anticipating risks relafed to substances and products and managing
major health crises that might occur infernationally.

The Group Human Resources and Health, Safety and Environment
departments have introduced tangible measures to prevent risks related
to workplace health and safety and improve quality of life and
wellbeing at work (see section 5.4.3).

The risks fo which employees and outside confractors may be exposed are
assessed and monitored on a regular basis throughout the Group.
Cross-functional steering commitiees comprising specialist doctors and/or
officers from the HSE network meet several fimes a year (see secfion 5.4.3).

3. Environmental impacts related to the Group's activities

Emissions generated by the Group's business activities have the
potential fo affect the environment, while the use of Group products by
customers may contribute to the production of greenhouse gases that
confribute o global warming.

However, the Group's exposure 1o these risks of environmental damage
is limited to the extent that ifs core business is engineering and software
development.

That said, should some of its industrial operations fail fo comply with
environmental laws and regulations, the Group would be exposed fo
sanctions, damage tfo its image and potentially, refusal by some
customers fo do business with Thales.

Furthermore, the risks resulting from climate change (natural disasters,
supply chain disruption, market instability, efc.) could have a negative
impact on the Group’s performance and its business model.

Thales updates its environmental risk analysis on a regular basis in
accordance with its business activities, scientific and technical developments
and regulatory changes. To support this analysis, which also includes the
Group's corporate social responsibility, the Group has infroduced an
organisational sfructure and resources at dll ifs sites to control and limif the
environmental impacis of its activities [see sections 5.6.2 and 5.6.3).

Total provisions for environmental risks amount to €4.85 million at

31 December 2018.

In 2018, the Group also analysed its main product lines and
incorporated an eco-design policy for managing new projects. This is
designed tfo reduce the impact of product use as regards energy
efficiency and a low carbon footprint.

Lastly, in recent years Thales has performed regular assessments of its
sites’ exposure fo natural disasfers in order to reduce its vulnerability fo
the effects of climate change (floods, hurricanes, fires, water stress, efc.).
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Risk identification

Risk monitoring and management

4. Anticipation of environmental standards in product design

Changes in environmental regulations may rule out certain technical or
technological solutions, particularly for certain suppliers or subcontractors.
This may result in the need fo qualify and implement alternative solufions.
It may also result in changes to the supply chain or the upgrading of
industrial resources, with the costs and timescales associated with such
changes.

In oddition, regulatory differences between countries and constant
changes to regulations make it more difficult for Thales to verify the
compliance of marketed solutions and could even put the company at a
competitive disadvantage.

Lastly, some customers’ expectations may exceed regulatory requirements
alone and in some cases lead to solutions that are technically impossible
or fo substantial additional costs.

The Group has promoted a responsible product policy for several years.

It produces an analysis of environmental risks and their impact on the
supply chain, on product design and on conditions for accessing various
markets that is updated on a regular basis based on new challenges
and regulatory changes (e.g. REACh in Europe, use of chemicals, efc.).

These facfors relating fo regulations or to meeting customer needs are
passed on to suppliers and the supply chain through contracts and/or
specifications.

Solutions for replacing hazardous substances are being developed
ahead of regulatory deadlines.

See section 5.6.4 for more details.

5. Compliance with rules of ethical business conduct (particularly the fight against corruption and influence peddling)

Thales's business encompasses a variety of secfors in more than
50 countries.

Failure to comply with applicable laws and regulations relating o
business ethics and, in particular, the fight against corruption and
influence peddling, may have serious legal and financial consequences
for the Group and severely domage its reputation.

The Group's anti-corruption compliance programme, which has been in
place for many years, has been further strengthened fo take account of
recent legislative and regulatory changes, especially those resulting
from France's "Sapin II" law.

The Group's anfi-corruption policy is described in secfion 5.7.1.

6. Vigilance concerning supplier compliance with corporate responsibility issues

Thales's purchases account for around 44% for of its revenues. These
purchases are made worldwide from more than 15,000 suppliers and
subcontractors of all sizes, many of whom have their own
subcontracting chains.

Despite the Group’s increased vigilance, it is difficult to guarantee that
all stakeholders in the upstream supply chain will be fully compliant with
the laws relating to social, environmental and ethical responsibility.

Should any of them fail to comply, the Group's business, image and

profitability could be impacted.

Monitoring and management of this risk are included in the Duty
of Care Plan [see section 5.7.3.2) pursuant to law No. 2017-399 of
27 March 2017 on the duty of care of parent companies and
confracting companies.

The Non-Financial Performance Statement also includes the disclosures required under Article L. 225-102-1, Ill, paragraph 2 of the French

Commercial Codell.

(1) These include disclosures about the consequences for climate change of the company’s activities and the use of the goods and services it produces, its corporate commitments fo sustainable
development, the circular economy, the fight against food waste and food insecurity, respect for animal welfare and responsible, fair and sustainable food, collective agreements concluded within
the company and their impact on the company’s economic performance and employees’ working conditions, initiatives aimed at combating discrimination and promoting diversity and measures

taken in favour of people with disabilities. See the related summary table in Section 9.
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5.3 NON-FINANCIAL PERFORMANCE DASHBOARD

Issue/Risk Policies Key performance Outcomes  Outcomes
indicator 2017 2018

1. Diversity Thales’s commitment: % of women among new hires  30.6%" 32%-

and inclusion  Bring out the best in everyone N ) o N o
At %o/es, I work in feamsyfhof are open fo diversity % of women in top positions 15.6%1 16.5%7
and valve our differences and backgrounds." % of Management 33.6% 49%

"
Cross-functional initiative taken by the Executive Committee E;ZT;‘:;?: X!:\S;r‘semi
as part of the Group’s Ambition 10 strategic vision
Being a global leader with a sfrong local presence means
embracing diversity in all its forms: gender, age, origin
and nationality. A truly diverse, global organisation has an
additional advantage when it comes fo competitiveness
and refaining top local talent. Diversity sfimulates innovation
and creativity thanks to a broad range of approaches,
perspecfives and ideas. Inclusion, which presupposes the
acceptance of diversity and recognition of its importance,
will improve Thales's collective performance.

2. Workplace ~ Thales’s commitment: Absenteeism rate 2.54% 2.4%
health I?e attentive to everyone . ‘ Frequency rafe 510 0 0]
and safety ‘At Thales, my manager frusts me: he gives me f accid

T o of accidents at work
responsibility and looks out for my wellbeing.
"At Thales, | have all the resources and support Percentage of 82% 83%
| need to maintain a healthy work-life balance." employees working
Thales’ ) ) af an OHSAS 18001/1SO
ales’s commitment: .
. 45001-certified site
HSE policy
"Thales is commitied o providing a safe and healthy working
environment for its employees at its own sites and at external sites.”

3. Environmental Thales’s commitment: Change in energy 1% 0.5%
impacts HSE policy consumption
related to "Thales is committed to safeguarding the environment (in thousands of oe)
|he.("5|:oup’s by limiting impacfs (erjerg)'/, c//;’ma/e, natural resources, efc.) Change in energy 0% 1%
activities's! and preventing pollution risks. o

intensity
(in toe/€m)
Monitoring of CO,
emissions (scopes 1 & 2J:
« in million tonnes of CO, 4% -5%
« in fonnes of CO, /€m —6% -16%
Change in production +11% +3.5%
per person of non-
hozardous waste
Recycling rate of 55% 59%
non-hazardous waste
Percentage of employees 89% 89%
working af ISO 14001-
cerified sifes

4. Anticipation of Thales’s commitment: Industrial processes - -
environmental HSE policy affected by the I line with plan
standards in  'Thales is commitied to designing, purchasing, producing substitution of chromates
product design  and providing solutions, prodlucts and services that meet health, 1 representafive

safety and environmental requirements.”

Assessment of the -

- ' eco-product
reducfion in products P

in each activity

environmental impact segment
Development of fools - Materials
for the eco-design available

awareness programme

a)
(b)
[c)
(d)
le)
(f

l9)

Data provided for comparison purposes, where available, in accordance with Arficle R. 225-105-1 of the French Commercial Code.
Total hires (permanent, temporary and work-study contracts).
Tofal hires (permanent, temporary and work-study contracts).

Workers in grade 10
Workers in grade 10

, 11 or 12 positions.
, 11 or 12 positions.

Management commitiees of the Global Business Units, Business Lines and Key Countfries.

Changes relating to the environmental performance indicators shown below are expressed with reference to 2015.
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Issue/Risk Policies zpuhc-_ Outcomes  Oufcomes
2017 2018

5. Compliance  Thales's commitment: Mumber of operafional 1o n3

with zero tolerance for cormuption entifies that ossessed

of ethical ‘Ethicol condud, integrity ond compliance with regulations risks of comuption

business must be the rule for all Group employees thmughout - -

conduct e weidd dand o of leves of s compor.” NS s A

fight against Blasts recaived via 16 15

corruption thie Group’s clert system

and influence including alerts about oo

peddiing) of comypiion Mone
6. w Thales's commitment Supplier performance 8.3 8.7

concerning Gﬂdh%ﬁhaﬁuhhw in domains of corponate

supplier to Corporate Responsibility responsibilty (overage score

compliance  Thalss estohilishes miationships of mutual coopenation out of o fokal of 10]

with corporate wih ifr suppliers, based on mutual loyally

M Thales requires all is suppliers 1o comply with commiiments Perceninge of class A® &% B4%

relaing 1o Human Rights, lobeur low and enviranmental suppliers assessed in fems
profection. ot their environmerial matrity

g
%

faal Comporison purposes, whene avoliable, in docordonce with Amicle R, 2251051 of the French Commerciar Code.
fof Al suppliers accounting for BIFE of purchasing volumes.
fef The 2018 M|mmﬂmnimm,%ﬁwmndhmﬂmm]?.
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5.4.3 A high-quality, safe and healthy work environment

One of the Group’s key priorities is to provide a safe and healthy work
environment for all employees, in compliance with applicable law, by
monitoring procedures, preventing health and occupational risks and
fraining employees. To this end, Thales is committed 1o being aftentive
fo everyone's needs, making sure that employees have the frust and
support of their managers and benefit from resources that allow them fo
have a healthy work-life balance.

Thales is commitied fo a deliberate, responsible approach fo prevention
and protfection for the safety of the Group’s employees. This
commitment, included in ifs ethical principles, is reflected most notably
in the policy to reduce health and safety impacts and risks in its
activiies worldwide, in its products and at the various levels of the
organisation.

Within the Group, the Human Resources and Health, Safety and
Environment Depariments share the vast domain of quality of life at
work and health and safety [H&S). They define the health and safety
strategies, policies and processes and coordinate best practices for
deployment in host countries. They also implement practical measures fo
ensure workplace risk prevention, health and safety.

5.4.3.1 Quudlity of life and

wellbeing in the workplace

Improving quality of life in the workplace is part of a corporate project
organised and structured around a shared, ongoing sfrategy created in
conjunction with social pariners which contributes 1o the definition of a
safe and healthy working environment. A new Group agreement on
quality of life and wellbeing at work within the Thales group in France was
signed on 20 April 2018 with the unanimous backing of the frade unions.

5.4.3.1.1 High-quality social dialogue

In all areas of common interest, Thales promotes cooperation with its
employees and their representatives, and provides them with
high-quality information, in particular by supporting and encouraging
employee relations. To allow everyone fo develop together in a
changing world, the Group encourages and considers ideas put
forward by its employees regarding its development and its future. This
cooperation helps develop a high-quality working environment.

Appropriate social dialogue bodies
o European Works Council

Created by an anticipation agreement, the European Works Council
[EWC) comprises representatives from Thales's 13 main European countries.

In 2018, the European Works Council Select committee held two
ordinary plenary meetings, two exiraordinary plenary meetings and
three meetings (including one in Romel. In addition, two information
and discussion meefings took place as part of the work of the European
Works Council within each of the Group’s business domains fo discuss
the strategic and social perspectives of these businesses with sfaff
representafives.

o Trade union coordination body at the corporate level in France

The Group has set up a body to coordinate representative trade unions at
Group level in France. In addition fo acting as the interface between the
Group and the trade unions present in each of its companies, this body is
responsible for addressing all negotiations with Group-wide impact and
ensuring agreements are rolled out within the relevant companies.

(1) Improving professional development with more effective anticipation.
[2) Agreement on the Annual Activity Discussion.

THALES — 2018 Registration Document

o Thales Works Council in France

The Thales group Works Council was created in 2000 as the result of
an agreement whose provisions were revisited in conjuncfion with all
the frade unions in 2011. The 30-member Group Works Council is a
body for information, deliberation and discussion aimed at developing
dialogue between corporate management and employee representatives
on the position and sfrafegic focuses of the Group’s main areas of
business. It is also consulted annually on Thales group-level strategic
focuses. The Group Works Council met three fimes in plenary sessions

in 2018.

Collective bargaining
o Collective bargaining around the world

At the end of 2018, a fofal of 86.1% of Thales group employees
worldwide were covered by collective agreements, including the
European agreements signed by the Group. The companies in question
can add locally negotiated agreements to this common framework.
Nearly 50 new collective agreements were signed in France in 2018,
showing the imporiance and dynamism of social diclogue.

In 2009, Thales also wanted to step up social dialogue at the
European level and fo this end signed ifs first European agreement with
the European Metalworkers' Federation ([EMF, now IndustriAll
European Trade Union) on Improving professional Development through
Effective Anficipation (IDEA). The IDEA agreement affects more than
50,000 employees and defines very specific objectives for improving
employees’ professional development, through some 20 or so programmes.

The momentum created at European level by the IDEA agreement led to
the signing, in April 2010, of a second European agreement with the
EMF on the Transparent annual Activity discussion for mutual Listening
and developing professional Knowledge!? (TALK).

o Collective bargaining in France

In France, numerous Group agreements have been signed since 2000,
forming a basis that is common fo all employees, whichever company
they work for.

The Group began a new round of negofiations in 2018 in the firm
belief that collective bargaining aimed af improving working conditions
for employees and sharing strategic information with employee
representatives is a major contributor fo ifs economic performance.
In 2018, six new structural agreements were signed at Group level in
connection with this social dialogue:

o the Group framework agreement on telecommuting, signed on
23 March 2018;

o the Group agreement on resources for the Thales group
"infercentres” (frade union bodies that liaise with management),

signed on 23 March 2018;

e the Group agreement on quality of life and wellbeing at work within

the Thales group, signed on 20 April 2018;

o the Group agreement on elected employee representation and local
represeniatives, signed on 13 December 2018;

o the Group agreement on workplace dialogue, trade union rights
and career development of employee representatives, signed on

13 December 2018;

e amendment No. 13 on the social provisions applicable to employees
of Thales group companies, signed on 13 December 2018, relating
to the reduction of pension plan contributions applicable to Group
employees about fo refire.
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In addition to carrying out compulsory annual negotiations, the Group's
French subsidiaries also signed several agreements in 2018. The main
topics of the negotiations were gender equality, the introduction of
telecommuting, and harmonisation agreements related fo the
simplification of the company’s legal structures in France as from

31 December 2017.

5.4.3.1.2 Tangible measures to improve quality
of life and wellbeing in the workplace

Thales has implemented a number of ambitious, innovative agreements
to promote quality of life in the workplace. For example, on
20 April 2018 it signed the Group's third agreement on quality of life
and wellbeing in the workploce, which defines a general framework
for Thales’s health and safety policy and introduces a collective
prevention process to identify, assess and deal with situations that may
present occupational risks. The agreement is aimed af preventing the
appearance of psychosocial risks (PSR) by paying particular attention fo
primary prevention, with measures fo prevent their appearance being
documented in a unique risk assessment document for each esfablishment.

To raise employee awareness of the importance of factoring quality of
life af work info their daily work acfivities, every year Thales companies/
establishments in France organise a "quality of life at work" week, during
which employees can atiend a large number of workshops and falks.

Thales has also infroduced a participative process whereby employees
are given the opportunity fo express themselves through expression
groups, the aim being fo encourage and promote employee dialogue.
The purpose of this direct, collective expression is to define the
measures needed to improve quality of life at work, especially working
patterns, working conditions and work quality.

Tangible measures have also been taken to make it easier for
employees fo reconcile professional and personal obligations, including
the creation of infer-company créches and concierge services. The
company's approach also includes good use of online tools and the right to
disconnect. Training and awareness campaigns are being implemented.

In 2018, 285 employees in management positions aftended training
on psychosocial risk prevention. Of these, 102 were trained using a
new version of the training called "The manager: a key player in the
quality of life at work", provided by the Thales Learning Hub, which
incorporates elements of the Thales quality of life at work Agreement
signed in 2018.

The Group framework agreement of 23 March 2018 on feleworking,
which has since been supplemented by company agreements, is fully in
line with this commitment to improve quality of life at work.

Lastly, a central "quality of life at work" committee supports all of these
inifiafives.
Solid welfare cover

Offering employees quality health and death/disability coverage helps
fo support them throughout their working lives. Some countries have
brought in specific measures in this regard. In France, employees have
had a harmonised collective status across all companies and identical
welfare cover, whatever the legal entity concerned, since 2006.

This cover was adapted by the agreement of 12 December 2016 fo
take account of regulatory changes and then amended on
23 February 2017 when new solidarity and social cohesion measures
were infroduced. These included the supplemental daily parental
attendance allowance, the dllocation of rest days and the widespread
application of employer contributions for eligible forms of employee leave.

Working time

For the Group, the organisation of working time should allow a balance
between work and personal life, with each couniry adapting working
time according fo the applicable legislation, regulations and agreements.

A total of 93.1% of Group employees are full-time; part-time confracts
generdlly reflect a choice by the employee.

The set of measures implemented by the Group fo improve qudlity of life and
wellbeing at work help to mainiain a relatively low rate of absenteeism.

Performance related to workplace
health and safety (NFPS):

Overall absenteeism rate at the company: 2.4%

In France, the total rate of absenteeism calculated in accordance with
the social report was 3.37% in 2018. This rate has remained relafively
unchanged for the last few years (3.25% in 2017, 3.27% in 2016).
The absenteeism rate, excluding parental leave, also remained
unchanged at 2.69%. The proportion of absenteeism relating to
accidents at work, commuting accidents and occupational illnesses
was similar to the proportion recorded in the previous year and
remained consistently low.

5.4.3.2 Preventing workplace
health and safety risks

5.4.3.2.1 Policy and corporate governance

Risk policy and analysis

Since March 2016, Thales has reaffirmed its commitments to risk prevention
and employee profection through one of the three fundamental priorities of
its latest Health, Safety and Environment policy. These commiiments have
featured among the Group's ethical principles for over 15 years.

This deliberate, responsible approach fo preventing risks and profecting
employee health and safety is coordinated by the Group's Health,
Safety and Environment (HSE] Department and implemented in all host
countries and GBUs through a series of workplace health and safety
measures covering culture, risk prevention and skills reinforcement.

Independently of ensuring compliance with applicable regulations and
anticipating future regulatory changes, this deliberate policy has two
key areas of focus in terms of health and safety:

o provide a safe and healthy working environment for its employees at
its own premises and af external sites;

e design, purchase, produce and provide solufions, products and
services which meet health, safety and environmental requirements.

As part of the implementation of this policy, Thales produces risk
analyses at all its sites and updates them on a regular basis according
fo its business activities, scientific and technical developments and
emerging challenges. These analyses are produced fo:

e check the conformity of business activities and products used or
placed on the market;

e ensure that employees are not exposed to specific risks but if so, that
they know how fo control them;

e monitor that business activities are not likely to affect the environment
through fechnological accidents;

e analyse and anticipate the impact of new regulations.

Risk assessments and analyses of legal requirements and compliance
obligations are formally documented by HSE experts at all Group sites,
as well as at external sifes.

A dedicated HSE structure

In order to keep improving ifs performance in terms of health, safety
and risk prevention, Thales has created a global network of HSE
managers divided into three categories: 'sites/operations’, "external
sites” and "product engineering". The network covers all countries, GBUs
and Thales entities and deploys preventive measures at work sites
[employee exposure and protection, implementation of appropriate
avoidance and profection measures, etc.), for operations (indusfrial
processes, substances, external sites, etc.), and for products placed on
the market (product design, substances used).
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The network is coordinated by cross-functional global HSE Steering
Committees which roll out prevention standards that priorifise general
prevention principles (elimination/substituion of hazards, appropriate
insfructions for workers, and control methods) and best pracice.

The Commitiees meet three times a year while the community of
members of the global HSE network meets once a year fo sef, consolidate
and share the Group’s HSE policy. The other departments are also
involved in these issues.

The HSE Department was also invited fo participate in the company’s
Doctors Coordination Committee in France in 2018.

5.4.3.2.2 Tangible measures

Maintaining skills and risk awareness

Knowledge of the risks and how to prevent them is crucial fo mainfaining
the skills of managers and employees. These are the people who also
need fo be aware of the risks and how to manage them and the
appropriate behaviours fo be adopted. Thales's HR and HSE funcfions
run and mainfain fraining courses in workplace safety and security
throughout the Group. These are based on specific needs identified at
individual premises or job sites and offered at the local level, or on
programmes defined at the corporate level and rolled out across all entities.

To underpin knowledge and skills relating to health and safety,
dedicated training modules are delivered throughout the Group by
in-house frainers, HSE managers or specialist independent bodies.
E-learning modules are also available to all employees through the
Thales leaming Hub. These fraining courses are aimed not only at those
responsible for health, safety and the environment but also the relevant job
families [purchasing, design, operations, eic.) and all Group employees.

The courses cover general workplace safety training (induction and
on-the-job fraining, fire safety, first aid, efc.), specific training in risks
encountered (electrical, chemical, radiafion, ergonomic, psychosocial
risks, efc.), tools training (risk analysis, regulatory monitoring, standards,
audit and inspection fechniques), and training in management and best
safety practices. As an example, in 2018 more than 85,000 safety
fraining hours were provided in France and the United Kingdom (not
including training lasting less than a day).

Programmes on awareness and communication, defined and disseminated
locally by HSE managers based on a site’s specific needs or at the country
or corporate level, are another way of making sure all employees are
aware of potential risks and how to deal with them. For instance, the
Croup publishes a quarterly HSE newsletter and conducts an annual
awareness campaign focusing either on a specific or more general risk.
(Since 2015, information has been provided about best praciices in the
presence of risks related fo tripping, material handling or driving.)

Lastly, a dedicated HSE portal is available to all employees on the
Group infranet.
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Operational control

The Group's operational departments, with the support of HSE
specialists, ensure that facilities meet safety standards at all fimes, that
collective and individual means of protection are available, that
employees and external pariners are familiar with instructions and
procedures, which includes organising emergency drills, and that safety
aspects are factored info local management. For example, the LEAN
culture continues to be rolled out throughout the Group, with workstation
cleanliness and safety a central feature, while HSE considerations are
incorporated into operational practices through team presentations,
workshop visits and improvement initiatives. At the same fime, the
Group's HSE experts ensure that HSE standards are applied consistently
af premises and work sites and that feams get the support they need fo
manage workplace health and safety at the local level, based on the
OHSAS 18001 management standard (currently fransitioning to
ISO 45001). As at 31 December 2018, the Group held 103 OHSAS
18001/1SO 45001 certificates representing 83% of the global workforce.

Performance related to workplace
health and safety (NFPS):

Number of employees working at site certified OHSAS
18001/1SO 45001 in 2018: 83%

» CHANGE IN THE NUMBER OF EMPLOYEES
WORKING AT OHSAS 18001 SITES

2014 72%

2015 76%
2016 81%
2017 82%

2018

Employee performance reviews and continuous improvement

Certified sites carry out infernal audits so they can share best practices
on an ongoing basis and improve their HSE practices. They also
arrange for monitoring audits by external bodies to ensure independent
oversight of their HSE management at the sites. The Group has
strengthened these processes by seffing up a system fo assess HSE
maturity. The system has been in place in dll entities since the end of
2017 o strengthen the Group's safety culiure and the commitment of
managers and employees and help improve the performance of the
Group and ifs pariners. The Group Health, Safety and Environment
feam relies on a team of 23 qualified auditors to perform HSE maturity
assessments. So far, 23% of the highest-risk sites around the world have
been audited.

Meanwhile, the performance of Group employees in terms of the
number of workplace accidents, the achievement of accident reduction,
accident severity and technological risk prevention targefs has been
monitored on a quarterly basis since 2018 by the Country
Management Committees and the Group Operations and Operational
Performance Commitiee.
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» CHANGE IN FREQUENCY RATE
(WORKING DAYS LOST DUE TO ACCIDENTS AT WORK)

2014 T
2015 | ]
2016 AT
2017 AT
2018 ]

With regard to accidents at work, the overall frequency rafe sfood at
2.01 for 2018, a net improvement and relative decrease since 2012.
The rates differ substantially for each country, depending in particular
on the activities faking place there.

Performance related to workplace
health and safety (NFPS):

Frequency rate of accidents
at work worldwide: 2.01 in 2018

» CHANGE
IN SEVERITY RATE

2014 0.077
2015 | ]

2016 0.049

2017
2018 0.048

The severily rate of accidents at work was 0.048 in 2018, which was
a net improvement (corresponding to 5,245 days lost in 2018). Added
fo this figure is an equivalent number of days lost due to commuting
accidents (4,415 days lost). The rates differ substantially for each
country, depending in particular on the activities taking place there.

It should be noted that the inherent difficulty of defining the concept of
occupational illness in the countries means it has not been possible to
consolidate this information across all countries in which the Group is
established. The information on occupational illness is consequently
shown only for France. In France, 354 working days were lost due to
occupational illness in 2018.

Performance is managed by monitoring recently renewed targets set by the Group’s HSE Department for all entities:

Safety and security goals 2023 target
Maturity Assessment of the operational maturity of industrial sites 100%
Workplace accidents Reduction in losi-time accidents (FR® for Thales employees) -30%

[a) Frequency rate of accidents at work with subsequent work stoppage.
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5.5 A COMMITTED APPROACH TO MEET ENVIRONMENTAL

5.5.1 General policy on environmental issues

5.5.1.1 Long-standing commitments
renewed and strengthened

Thales is committed o o defiberale, resporsible approach to proteciion
of the anvironment. This commitment, writien into the Code of Ethics,
has bean o driver for the Group for ever 15 years and s reflectad in a
policy 1o reduce environmenial impocts and risks in its various aclivifies
worldwide, in it products and at dll levels of the organisafion. In
addifion fo ensuring compliance with applicable regulafions and
anficipating fire reguialony chonges, the policy has four key areas of
focus:

= preveniing impacts on people and the enviranment from the Group's
activifies:
= by reducing and controlling ervironmental risks and impocs on
healt,
= by consuming fewer natural and enengy resources,
= by respecting bicdiversity and cuiural herioge;
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= fochoring the enviranment inio product policies and services:
= by limifing their environmiental footorint whenever possible,
= by developing solions that ore beneficial for the emvironment,
= by using the emvironment as o driver for innowation;

» significonfly reducing our own corbon foolprint, as well as that of
our clierts and civil sociaty:
- by reducing emissions from cur own opertions,
= by promating low-carban solufions;
» fostering g spirit of irmovation with regard 1o the emvinonment:
= by sharing expertise,
= by commiunicafing transparantly,
= by encouraging the involvement of employees, suppliers and ofter
siakehoiders;

To reinforoe: its commiiment, the Group has set performance targeks for ofl of
its enfifies sinoe 2007 . Five years ogo, these were edanded o punchasess,
ard to st imvolved in product policy and in engineering, indusiry and
projects. Cument fongets hove been set for the period 2015-2018 o meet
e Group's emvironmental chollenges. The Group is also omanised 1o
manage the anficipoied grodual replocement of hazardous substanoes
borned for use which could result in absolescence of our products.
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Performance related to environmental impacts in connection with the Group’s activities
and anticipation of environmental standards in product design (NFPS):

» GOALS FOR 2016-2018

Target 2016-2018 2017 2018
results

Natural resources
Energy consumption (thousand toe) -3% +0.5% 155.6 154.3
Energy intensity (toe/€k) -11.2% 10.2 9.98
CO, emissions
Energy and substances (scopes 1 and 2) (thousand tonnes of CO,/€m| -5% -16% 14.54 13.79
Non-hazardous waste
Quantity per person (kg/person| -5% +3.5% 179.5 166.8
Recycling rafes (%) >60% +2.7% 56 58

» 2018 GOALS

Eco-design

Industrial processes affected by the subsfitution of chromates Adherence to implementation schedule Compliant
Assessment of the reduction in products” environmental impact One representative eco-product from each activity segment Compliant
Development of tools for the eco-design awareness programme Supporting materials available Compliant

Detailed values are given in the table in section 5.5.5, "Other environmental indicators'.

Lastly, in keeping with past initiatives, particularly those carried out
during the COP21 events in 2015, Thales reaffirmed its commitments and
determination to combat climate change by signing the French Business
Climate Pledge! on 11 December 2017.

These commitments were followed in 2018 by the esfablishment of
several working groups with the ulimate aim of improving knowledge,
reducing the indirect environmental impact of the Group's activiies

» GOALS FOR 2019-2023

[Scopes 1, 2 and 3) and sefing direct and indirect CO, emission
reduction targets in line with the 2°C trajectory of the Paris Agreement
that will be published in 2019.

These targets are fully in line with the multi-year targets sef for the
upcoming period from 2019 to 2023 that have been finalised
in agreement with infernal stakeholders and have their own specific
acfion plans.

2019 target©!
Natural resources
Energy intensity (CO,eq/hour worked) -3%
2023 target
Eco-design
New developments incorporafing eco-design 100%
Percentage of Product Line Architects and Product Line Managers frained in or made aware of eco-design 75%

[a) Transition year; the targets for combating and adapting fo climate change will be updated in 2019 for the period 2020-2025.

(1) French Business Climate Pledge: on the eve of the One Planet Summit on 12 December 2017, 91 French companies of all sizes and from all sectors announced the signature of a shared commitment
to climate. Each of these companies put forward its actions as a commitied player in the fight against global warming.
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5.5.1.2 Commitment
from employees

5.5.1.2.1 Global organisation

Aiming fo consistenily improve its environmental performance and prevent
risks, the Group has set up an organisation that reflects its challenges.
This Group Health Safety Environment [HSE) Department is responsible
for setting out strafegy, policy, processes, methods and associated
standards, and for supervising and monitoring their implementation
across the Group as a whole, with global facilitation of:

e a network of "Site/Operations Environment' managers at country
and entity level, responsible for the environmental aspects of sites
[buildings, infrasfructure, energy, etc.) and the operations performed
(industrial processes, substances, waste, external sites, efc.), bolstered
by a real esfate management network;

e a dedicated network of "Products and Services Environment'
managers in the Group Business Units and Business Lines in charge
of infegrating environmental aspects in advance of and during offer
and product development phases, supported by contacts in the
cross-funcfional services [engineering, industry, purchasing, services,
offers, projects, efc.). lts purpose is also to facilitate action to
anficipate and research appropriate aliernative solutions to hazardous
substances that are not recommended or are prohibited.

Operational management relies on these networks, which are
coordinated within dedicated job families, to increase momentum and
boost skills, determine recruitment and fraining needs, anticipate future
developments and challenges and share them within the same community.

5.5.1.2.2 Employee training and information

E-learning modules are available to educate Group employees on the
basic aspects of environmental risk control, general themes such as
eco-responsibility or specific issues such as managing chemicals,
labelling hazardous chemicals or issues related to climate change. To
further support environmental knowledge within the Group, the various
job families (environment, purchasing, design, sales, efc.) are offered
additional training modules through the Thales Leaming Hub.

The Group’s HSE Department also participates in conferences
organised by other business groups 1o present its HSE strategy, discuss
HSE challenges and describe individual roles when it comes to HSE:
DCDI operations, LEAN, manufacturing, real estate, Thales Leaming
Hub trainers, audifors, purchasing depariments, customers, business
leader seminars, efc.

Thales offers a variety of communication tools and forums for all employees,
including an intranet, displays, events, newsletiers and surveys.

5.5.1.2.3 Relations with stakeholders

Thales is committed to communicating in a fotally transparent way with
local authorities, as well as with ifs local neighbours and civil society,
sharing its challenges with them. Procedures are also in place to
receive, deal with and communicate reports and requests swiffly. It is
also possible fo send questions fo the Group's HSE Department using a
dedicated e-mail address.

To meet the requirements of civil society, investors, rating agencies and
clients, Thales provides its environmental data on its website and also
paricipates in reporting for the Carbon Disclosure Project”, the Dow

Jones Sustainability Indext” and the MSCI.

In the course of its partnerships, particularly with schools, Thales promotes
preservation of the environment through programmes on climate change
and natural resources, or by working with universities.

5.5.2 A moderate and controlled environmental footprint

of business activities

5.5.2.1 Continuous improvement

and prevention process

Thales has integrated the control of environmental impacts and risks in
its Group management system, which is available to all employees and
in all entiies worldwide.

The Environmental Management System has been implemented af all
sites as part of a dedicated process for ensuring the control and limitation
of environmental risks and impacts of operational activities (buildings,
indusfrial base, equipment and sites), the supply chain (purchases,
supplier audits) and products delivered (product policy, design, bids,
projects and services).

Integrated into the different processes governing the Group’s activities,
it defines good practices and methodological guides, as well as
specilying the rules to be followed at all levels of the organisation.
It also defines the risk management and alert procedures in the event
of an accident.

Performance related to environmental impacts
in connection with the Group’s activities
and anticipation of environmental standards
in product design (NFPS):

Employees working at
ISO 14001 sites in 2018: 89%

(1) Carbon Disclosure Project: an international non-profit organisation that enables companies, cifies, states and regions o measure and manage their environmental impacts, and investors and
policy-makers to make more informed decisions by explaining o them the consequences of climate change.
[2) DJSI: the Dow Jones Sustainability Index lists the top-performing companies each year according fo economic, environmental and social criteria
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» EMPLOYEES WORKING AT ISO 14001 SITES

2010 75%

2012 80%
2014 88%
2016 89%

2018

At the end of 2018, 118 sites across the entire Group were 1ISO 14001-
certified, representing 89% of the workforce. The sfandard includes
management of a product’s environmental impact. Audit planning takes
place on an annual basis. Audits are conducted by the internal audit
teams (audit policy, maturity assessment) as well as by external auditors
for ISO 14001 certification or prevention visits.

In addition, to provide support fo the sites, the eHSE risk management
software suite was adapted to changes in siandards, particularly in
relation to taking info account challenges of stakeholder demands, risks
and opportunities within environmental analysis and the effectiveness of
actions and associated resources.

5.5.2.2 Environmental risk
mapping

The risk of environmental impact related to the Group's acfivities and
that product design may not keep up with environmental standards
(see section 5.2, Risks Selected for the Non-Financial Performance
Statement] is among the risk factors that may impact the Group's
financial position. For many years, Thales has conducted regular
analyses and updates of environmental risks to keep pace with changes
in its business activities, scienfific and technical developments and
emerging challenges and opportunities.

This analysis, incorporated into a risk mapping, is infended fo:
o ensure that activiies and products are compliant;

o ensure that employees and local residents are not exposed to health
and environmental risks;

o check that activiies do not present a threat to the environment;

e analyse and anticipate the impact of new regulations, including on

product design.

Risk mapping consolidates an overview of areas for improvement,
which are addressed via acfion plans either at Group level or locally.
Since 2007, the Group's Risk Assessment Commitiee has overseen an
annual evaluation of the risk management system by each of the
Group’s operational entities, leading if necessary fo the development of
an improvement plan in collaboration with Group experts.

To enhance its analysis of the risk of damage o Group sites, Thales
pursues an active prevention-engineering policy with the support of
external pariners. The aim is to identify accidental strategic risks that
could frigger a major loss and severely disrupt the supply chain, such as
fire, industrial incidents, natural disasters, environmental damage,
machinery breakdown and water damage. The prevention visits
conducted on 160 sites lead to recommendations aimed at reducing
the probability of incidents and preventing their consequences.

The risks of material damage related fo natural disasters and water
stress (risks associated with climate change) are also analysed (see
section 5.5.3.4).

Management of environmental risks also encompasses disposals or
acquisitions of assets, in respect of which it is important fo limit the type,
value and duration of any guarantees provided or risks acquired.

Materiality Industrial type Tertiary type Comments

of impacts activities activities

Greenhouse gas Moderate Moderate

emissions

(Scopes 1, 2 and 3)

Sail pollution Moderate Insignificant

Energy consumption Llow Insignificant

Production of Llow Insignificant

non-hazardous waste

Production of Moderate Insignificant

hazardous waste

Water consumption low Insignificant

Emissions in water Llow None Tertiary sites discharge their sanitary waste water into local authority
networks like any other municipal resident. Industrial sites collect
and process their waste water before discharge.

Aimospheric emissions  Insignificant None
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5.5.2.3 Limited emissions

5.5.2.3.1 Industrial wastewater discharge

Thales's activities generate litfle in the way of industrial wastewater: 91%
of wastewater is discharged from six sites, and 68% from the Mulwala,
Australia site alone. Consolidated wastewater discharges have fallen
by 12% compared with 2012, as a result of ongoing plant opfimisafion
and modernisation measures and wastewater recycling and reuse.

5.5.2.3.2 Industrial atmospheric discharges

In general, Thales's activities do not generate atmospheric discharges,
except for a few specific industrial sites or those linked fo site operation
in particular heating).

Afew sites discharge industrial aimospheric emissions which are channelled
and freated where necessary (with filters, scrubbers, etc.] and regularly
checked. This primarily relates fo solvents.

The quantities of solvents used are limited. A tofal of 69 (out of 151)
entities purchase solvents, with six of those entities accounting for 89%
of purchases. The Mulwala site alone accounts for 75% of purchases
and 76% of discharges resulting from the manufacture of propellants
requiring a large quantity of solvents. It should be noted that several
sites have stopped using solvents or replaced them with detergents.

5.5.2.3.3 Combating noise and odour pollution

While Thales's activities generate very lile noise or odour pollution,
measures are still put in place fo limit them.

Cooling systems are the most common sources of noise pollution, and
precautions are faken fo limit noise levels associated with this equipment.
Sound levels are checked periodically. The few sites where noise is a
particular issue are equipped with acoustic atfenuation systems, or only
conduct noise-generafing activities within specific fime periods. The
increasing use of computer simulations for pyrotechnic testing, for example,
also helps fo reduce noise.

Thales's activities do not generally generate odour, except for one entity
where systems fo copiure afmospheric emissions have been installed
and are regularly checked.

5.5.2.4 Rational resource
management

5.5.2.4.1 Preserving water

Water is a vital resource to be protected. Accordingly, since 2000, Thales
has been engaged in a farreaching programme fo reduce its consumption
by, among other things, dealing with leaks, cenfralising the management of
its nefworks, replacing water-infensive equipment, optimising indusrial
processes and recycling water for reuse in industrial processes.

2012-2015 2015-2018

Water consumption (m?) -11% -5%

The Group’s overall consumption is down 13% since 2012, confirming
the collective efforts made by all sites (including the Mulwala site which
alone accounts for 38% of the Group's water consumption). These
achievements are due to increased employee awareness and fo
making best and widespread use of best practices.
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5.5.2.4.2 Moderating the consumption
of raw materials

Thales designs, develops and supplies equipment, systems and services
in aeronautics, space, transport, security and defence. The raw materials
consumed by Thales are natural resources and various materials used in
the manufacture of products by Thales and its subcontractors.

The search for new technologies and the design of new equipment
involve restricting the use of materials o cut down on size and mass
and to facilitate dismantling (see section 5.5.4), as well as replacing
the substances that are most toxic for health and the environment. These
requirements are conveyed to suppliers of the equipment and components
that Thales assembles at its sites. The manufacturing processes are also
optimised 1o limit loss of materials and amounts of discharge and waste.

The process of additive manufacturing (also called 3D printing), for example,
has been used by Thales to manufacture parts for the space secior since
2017. Boasfing a low consumption of raw materials, this new technology
also makes it easier fo repair parts and optimises service offerings.

Thales has also reduced the use of materials such as wood, cardboard
and plastic by limiting and reusing packaging either for procurement on
Thales sites or for the transfer of equipment from one site to another, and
fully integrates the eco-design concept info the development of its new
products to reduce the environmental footprint of Thales and the
customers who use its products in all areas where it is technically and
economically viable.

5.5.2.4.3 Reducing and managing
waste production

Since 2012, Thales’s "responsible waste management commitments"
have sought to reduce the quantity of waste the company produces and
fo limit the amount of waste sent o landfill and optimise recycling.
These commitments led to a 25% decrease in total waste production
per revenues between 2012 and 2018, and a 20% reduction in
non-hazardous wasfe production between 2017 and 2018.

» CHANGE IN WASTE PRODUCTION

(779 2573

I Production of nonthazardous waste (excluding exceptional waste] (fonnes)
B Production of hazardous waste [excluding exceptional waste) (fonnes|

=@= Ratio of norhazardous waste per person
lexcluding exceptional waste) (kg/pers.*)

*  Based on the average annual number of employees on site, including permanent

employees, temporary employees, frainees and service providers permanently on site,
and excluding employees on permanent assignment or based at external sites.

As a result of measures taken since 2007, 84% of all waste (excluding
exceptional waste) was recovered and 59% was recycled in 2018.

To achieve this, various measures related to selective waste sorfing,
the search for recycling channels or optimum treatment channels and
campaigns fo change habits and behaviour (printing policy and reusing
cardboard and other packaging, for example) have been introduced.
These measures are aimed af reducing waste production and improving
waste freatment.

For instance, the amount of waste paper and packaging fell by 27%
and 7.3% respectively compared to 2012, with the Group increasingly
adopfing a digitisation policy.

Certain Group sites reuse packaging either for procurement on Thales
sites or fo fransfer equipment from one site to another.

Hazardous waste has also been a specific target. Dedicated areas
for collection and storage have helped to manage this type of waste
prior to disposal. The quantity of such waste has decreased consistently
since 2015.



A committed approach to meet environmental challenges — Corporate responsibility and non-financial performance

5.5.2.4.4 Food waste

Food services companies manage the corporate restaurants af the
majority of Thales sites. It is therefore their responsibility to communicate
about eating habits and food waste management and they are strongly
encouraged fo reduce food waste.

5.5.2.5 Protecting the impact
on the biosphere
and controlling
technological risks

5.5.2.5.1 Land use and pollution prevention
Since 1998, the Group has been involved in a programme fo assess
the risks of polluion and soil erosion. The programme is updated as the
current situafion warrants. Few sites have shown significant signs of
confamination, and where contamination has been identified, it is usually
due to earlier industrial acfivities (some of which are independent of
Thales and related fo past acquisifions).

When available techniques allow, steps are token to remove pollufion. The
impact on the available environmental resources is then reduced to a
minimum by preferring in situ treaiment to fransferring pollufion to another site.

The water fable is periodically monitored at industrial sites and  sites
located in industrial areas. The cases in question are monitored in @
coordinated manner by the Group’s HSE Department in conjunction with
the Legal Department.

The Group considers environmental criteria when choosing locations for
its sites, looking at climate and geological risks, the impact of its
activities on the human and natural environment, and land use. The
objective is fo optimise compatibility between the Group’s acfiviies and
the environment. Some activities, such as pyrotechnics, require a specific
site due to the risks they generate and need 1o be bounded by extensive
security areas and suitable geology. These areas account for
approximately 80% of areas occupied by the Group (iwo sifes in Australia
and one in France). However, steps are faken o enhance their ecological
value either by promoting biodiversity or by converting them info pasture or
farm land. Due to their activity, the majority of other Group sites tend fo be
in industrial areas (53% of land area excluding pyrotechnics sites).

5.5.2.5.2 Technological risk management

Only one Group site in Europe is a Seveso upper-tier establishment,
while two sites in Australia are classified as high indusrial risk. In
addition to the preventive measures mentioned above and in
secfion 5.4.3.2, a safety management system (including measures such
as a major accident prevention policy, a confingency plan, and a risk
assessment and the associated management scenarios) is deployed
and inspected regularly by the Environment Directorate (the regulatory
authority) as part of the Seveso classification process.

The insurance and compensation policies for victims of accidents,
including fechnological accidents for which the Group may be liable,
cover all sites insured by the Group including upper fier Seveso sites.
Risks arising from accidents [such as fire or pollution] are managed

locally, with the support of the relevant Corporate departments if
necessary. Accident prevention and manogement procedures, as well
as procedures for handling specific complaints, are in place for such
cases. An accident reporting fool makes it possible fo analyse
accidents that do occur and draw suitable lessons from them. In 2018,
five accidents occurred but had no significant impact on health and the
environment as corrective measures were immediately taken.

5.5.2.5.3 Protecting biodiversity

The preservation of species, their habitat and ecosystems, the
preferential use of areas dedicated to flora and the protection of
historical and natural heritage are taken info account in all decisions
with a view to contributing to environmental protection. As early as
2006, Thales drew up a preliminary invenfory of ifs sites in France near
or within protected areas for flora and fauna and their habitat and, on
cerfain sites, assessed the impact of activities on biodiversity and the
degree of dependence on the ecological services provided by nature.
It then consolidated this information into a mapping of
biodiversity-related risks for Group sites located in the most vulnerable
areas. The indicators defined are used to analyse the risks for any
project and infegrate constraints for future developments. Although the
overall impact of the Group's activiies on biodiversity is low, the Group
encourages ifs sites and employees to continue to promote actfion fo
protect biodiversity. Inventories are carried out at some sites by volunteers
or in partnership with local authorities or biodiversity protection
agencies, and ad hoc management measures are put in place.

Several Australian sites have put in place a habitat management plan
which partly involves enclosing several natural habitat areas fo control
access to herds. This helps to re-establish the natural biodiversity and
restore the region’s original characteristics. Some species of flowers and
animals have been registered on the site as well as some profected
habitats such as that of the flying squirrel.

Other sites will focus on outdoor features 1o preserve the natural habitat
and protect fauna (with bird boxes, bee hives, feeders, species survey
by an expert, efc.] or to re-establish native species, thereby
guaranteeing a balance of habitats in terms of biodiversity, and offering
a relatively safe and protected habitat for a wide variety of plants, fungi
and animals.

For sites with large areas of plains or forests, particular precautions are
taken for fauna and flora by promoting environmentally gentle natural
techniques for mowing and grazing and by eliminating crop protection
products. Other sites raise employee awareness through photography
exhibitions on forests, agroforesiry and the species that can be found
on sife.

5.5.2.6 Guarantees, provisions
and compensation

Thales was not cited in any environmental dispute that gave rise to
compensation in 2018, and only granfed one generic guarantee in
relation fo the environment. In addition, seven sites were the subject of a
letter, request or environmental complaint (within the meaning of 1ISO 14001)
from local authorities, employees or third parties. These have either
been or are being dealt with. At 31 December 2018, the amount of
reserves for environmental confingencies at Group level was €4.85 million.
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5.5.3 Meeting the challenges of climate change

5.5.3.1 Climate commitment

Climate change is a major challenge which Thales wishes to address in
a consistent manner through its activities and services by reducing
its: CO, emissions at source, as well as by contributing o a better
understanding of climate impacts and a reductfion in ifs customers’
emissions and those of civil society, thanks to its innovative solufions or
through the design of eco-responsible solutions.

To measure ifs greenhouse gas emissions, over 10 years ago Thales
developed a methodology that is consistent with its operations and is
based on the Greenhouse Gas Protocol created by the World
Resources Institute (VWRI) and the World Business Council for Sustainable
Development (WBCSD).

For instance, to dffim ifs involvement in combating climate change, in 2015
Thales signed the Business Proposals for COP211 and presented its
innovative solutions for combating climate change at the Galerie des
Solutions exhibit at COP21 in Paris. In 2016 it exhibited af COP22 in
Marrakech, and on 11 December 2017 it signed the French Business Climate
Pledge®, again confirming ifs determination and commitment fo this issue.

In 2018, the Thales group further honoured its commitment by setting up
new multidisciplinary working groups to define a new carbon strategy
and set fargets for reducing its CO, emissions in line with the 2°C
trajectory of the Paris Agreement. The working groups’ key aims are fo
improve the flow of information regarding CO, emissions, defermine
ambitious but achievable reduction targets, establish a road map and
action plan fo achieve those targets, support sustainable growth and
quantify the amount of CO, emissions avoided.

The four main line items responsible for most of the Group's CO,
emissions have thus been assessed (see sections 5.5.3.2 and 5.5.3.3)
and work has begun to consolidate them for scopes 1, 2 and 3 (use
of products and services sold, purchasing and logistics, energy
performance of industrial operations, commuting and business travel).
The groups will continue their work in 2019.

Since 2010, Thales has also been fully transparent about its climate
strategy through the Carbon Disclosure Project. In 2018, Thales's rafing
for its “climate change” performance remained A-, confirming ifs
position as one of the best-performing companies listed.

5.5.3.2 Reducing emissions
related to energy efficiency
and chemicals

In recent years, Thales has implemented initiatives fo reduce its energy
consumption and use of chemicals which will in turn reduce greenhouse
gas emissions related fo its activifies.

In view of the energy siakes, Thales sefs fargets for reducing energy
consumption, resulting, for example, in very lile increase in energy
consumption between 2015 and 2018 (+0.5%), even though
production at the most energy-intensive sites increased. Overall, the
Group's energy intensity declined by 11.2% (energy consumption/
revenues) during that period.

To achieve this energy efficiency, various audits were conducted af
some of the sites with the highest consumption and have given rise fo
reduction programmes. In France, a programme involving specific
audits and energy performance initiatives was rolled out across a
number of the Group’s sites in 2018, leading fo the identification of
more than 200 acfions that will be pursued and monitored in 2019.

At the same time, work by the working groups on energy performance
and the reduction of CO, emissions related to the Group's industrial
operations resulied in a 2018 climate change awareness campaign
targefed at the heads of the Group's industrial segments. The campaign
will continue in 2019 with a new action plan to reduce CO, emissions.

In recent years, Thales has also been actively pursuing inifiatives o
improve the energy performance at its computer data centres and dafa
rooms. These efforts have led to a reduction in PUE at the sites with the
greatest impact, including Elancourt, where PUE® has fallen from 2 to
1.6 since 2011.

» CHANGE IN ENERGY CONSUMPTION*
2012

ey
2018 :_@Lm

I Total consumption [in thousands toe)

E FossiHuel consumption (in thousands toe)

=@= Rafio by revenues lioe/€m)

* At constant 2012 scope.

At the same fime, some Group entities have been awarded 1ISO 50001
certification for energy management systems. At the end of 2018,
a fotal of 30 entities were certified, encompassing 2/% of the Group's
workforce.

The Group's carbon footprint has also been reduced by restricting the
use of fossil fuels (gas, fuel oil and coal), with their consumption in relation
fo revenues confinuing fo fall in 2018 [down 34% compared with 2012).
The percentage of electricity from renewable sources was unchanged
from 2017, representing 17% of electricity consumption in 2018.

Refurbishing and renovating certain buildings to higher ecological
standards and changing equipment and consumption habits are all
measures faken o improve energy efficiency and thereby help to
reduce direct CO, emissions. Environmental criteria are included in
decisions about buildings, new facilities and equipment (architecture,
materials, technical building management, comfort, access, efc.) and
energy performance is optimised. The energy efficiency of industrial
processes has also been optimised where possible. Along with energy,
products with high global warming potential, used mainly in refrigeration
systems, are subject fo monitoring and reduction plans.

Lastly, to limit greenhouse gas emissions, many sites confinued to
replace high-emission refrigerants with equipment containing less
polluting refrigerants.

Particular attenfion is paid fo sulphur hexafluoride (SF,). This gas, used
in a specific industrial process to insulate electronic tubes during
high-voliage tests, has very high global warming potential. It is used by
very few sites; those that do use it have implemented ambitious plans to
reduce emissions, such as manufacturing tubes without using SF, or
modifying equipment using this gas. They have also rolled out training
and awareness campaigns for relevant employees on the environmental
impact of SF, and/or implemented specific monitoring of incoming and
outgoing SF, by workshop. This helped reduce emissions by 89%
between 2012 and 2018. In 2018, SF, only accounted for 5% of CO,

emissions due fo refrigerant fluids, versus 11% in 2017.

(1) Business Proposals for COP21: proposals signed by 59 companies which committed to contributing to the low-carbon transition by demanding constructive dialogue between states and companies,
a carbon price fo be sef, increased invesiments in the search for low-carbon solutions and a step up in R&D and innovation.

(2

French Business Climate Pledge: on the eve of the One Planet Summit on 12 December 2017, 91 French companies of all sizes and from all sectors announced the signature of a shared commitment

to climate. Each of these companies put forward its actions as a commitied player in the fight against global warming.

(3
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5.5.3.3 Reduction of greenhouse
gas emissions
from operations

In order to reduce its CO, emissions, Thales is increasing efforts
specifically with regard 1o energy, substances and transportation.

In 2018, it confinued the work that it began in 2017 fo assess CO,
emissions related fo the use of products and services sold. Within the
framework of the dedicated working group [see section 5.5.3.1), a
methodology was esfablished for assessing use phase-related CO,
emissions based on actual consumption data and on scenarios for
standard vehicle use. The first estimates of CO, emissions related to the
use phase of products placed on the market in 2018 were 22 10° {CO,eq
with estimated overall uncertainty of 30%.

Data obtained during the study will be fine-tuned in 2019 to defermine
the ambitious but achievable CO, emission reduction targets for each
of the Group's product lines and services.

Thales encourages ifs pariners fo adopt a responsible attitude regarding
climate change. To illustrate its commitment, Thales is a member of the
Carbon working group of the French Aeronaufics and Space Industry
Group [CIFAS] and is participating in the greenhouse gas working
party of the Infernational Aerospace Environmental Group (IAEG) to
define international emissions accounting standards. During the year,
the IAEG’s work led to the updating of the standard methodology guide
for reporting greenhouse gas emissions as well as the launch of a study
fo create sector guidelines for calculating CO, emissions related to the
purchase of goods, services and capital goods.

Thales is also increasing ifs inifiatives to reduce emissions from business
fravel by making use of a fravel policy, modern information technologies,
carpooling, electric vehicles and travel diagnosfics and by highlighting
the benefits of alfernative means of transport fo its employees and
efficient communication tools. For example, a car-sharing pilot fest is
being set up in the Paris region involving cars, some of them electric,
used fo travel between sifes.

In addition, when allocating or replacing company cars, the company
gives preference to models emitting less than 120g of CO,/km.

In 2018 a survey was conducted of all Group employees regarding
their commuting habits. The study received responses from 21% of
employees and will be used in 2019 to pursue the Group’s efforts
regarding fravel between home and office.

5.5.3.4 Adapting to climate change

The approach adopted by Thales for adapting to climate change is
designed fo reduce the Group’s vulnerability to such related impacts as
extreme weather (storms, floods, etc.), seismic events or resource scarcity.

Over the past few years, Thales has assessed the exposure of Group
sites to natural disasters as part of annual site visits focused on
prevention. This analysis consists not only of identifying the potential
risks of flooding, storms and earthquakes, but also of identifying the
consequences of these events in terms of environmental impact,
property damage, business continuity, etc.

Tholes has mapped its risks related to water at around 160 sites
worldwide. The analysis of existing and future risks included the social
dimension (access fo water and sanitation, availability of water for local
inhabitants), economic aspects (conflict of use) and environmental
concems [water consumption relative to the level of water siress in the
river basin). Only 10 sites are located in vulnerable areas. The majority
of them are offices, whose low water consumption only has a very
minor impact. Thales is currently looking into extending this analysis o
the mapping of its critical suppliers so it will be in a position fo assess ifs
exposure fo the risk of natural disasters for its supply chain.

Thales is also involved in the sfudy being conducted jointly by AFEP
[French private companies association] and French think fank the Shift
Project to analyse energy and climate scenarios. The study will be
accompanied by a set of recommendations that will be issued to
companies. A fotal of 15 AFEP members are involved in the study,
which aims to produce a factual assessment of the situation based on
common observations and gain more understanding of climate change,
which will be a major topic of reporting for companies, including
Thales, in the years to come.

5.5.4 Product and system solutions
for the environment and for customers

Thales has embarked on a process to develop products and sysfems
that meet different needs, specifically:

e compliance with and anticipation of environmental regulations
for the purpose of managing obsolescence and the associated
industrial risk;

e creation of value for customers and differentiators for the market
through innovation;

e reduction in environmental impacts and compliance with the Group's
commitments.

The three main guidelines of this process are:
e consideration for the environment throughout a product’s life cycle;

e the development of features to improve customers’ environmental
performance;

e the development of products that strengthen the control and understanding
of environmental issues.

The process is combined with other key processes undertaken by the
Group, which include the Product Policy, Engineering, Indusiry and
Purchasing. The Group is also developing methods and tocls, including
guides, questionnaires, check lists, calculators, databases and impact
analyses, to help product designers and architects make eco-responsible

choices, leverage environmental information and verify that chosen
solutions comply with regulatory requirements.

In 2018, environmental impact analyses performed on products made it
possible to characterise key parameters based on the products’ nature
and use. Besides the necessary replacement of hazardous subsfances,
it emerged that for almost all products, it was the use phase that
generated the most significant impacts, particularly in ferms of CO,
emissions. Furthermore, the analyses revealed a sfrong correlation
between CO, emissions and other environmental impacts, which in turn
identified what will be needed to drive action.

For products built into mobile platforms, the main parameter in terms of
environmental impact was the nature of the plafform’s movement (within
the Aerospace, naval, rail sector, etc.) and its profile (service life,
percenfage of fime spent in motfion, etc.). This was largely due fo the
impact of the weight being moved and, fo a lesser extent, the plafforms’
consumption.

The smaller the mobility of the platform, the more the use-phase
consumption must be faken info account, o the point where movement
becomes the only truly significant parameter for fixed equipment or
equipment with a high use rate.
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Performance related to the anticipation
of environmental standards
in product design (NFPS):

Development of tools for the eco-design awareness
programme: fraining materials were made available in 2018

Creating awareness of environmental issues and taking these into
account in new product development are an essential part of eco-design
policy. In 2018, the company developed fraining and educational
materials primarily for engineering teams and product policy managers.
Pilot fraining sessions were conducted at various sites to consolidate
these materials and prepare them for roll-out starting in 2019.

Obsolescence
and value creation

5.5.4.1

The increase and changes in environmental regulations (RoHS, REACH,
TSCA, efc.), which have led to the restriction and in some cases
prohibition of the use of certain substances, have increased the risk that
equipment or systems may not be able o be manufactured and supported
throughout their life cycle. For this reason, Thales has taken a proactive
approach fo ifs processes and practices which involves anticipating risks
and implementing the measures required to manage them.

This approach relies on cenfralised regulatory monitoring, which is
constantly increasing in scope, and the resulting information is then
summarised and disseminated in the form of an alert to the Thales
players concerned. All of these data are entered into Thales's central
database, which is accessible o all group entities, as well as the PLM
[Product Lifecycle Management) and ERP (Enterprise Resource Planning)
systems. An analysis ool developed by Thales makes it possible to
cross-reference all of this information to ensure, first and foremost,
compliance with regulations and then secondly to perform the impact
analyses needed fo anficipate the risk of obsolescence.

Thales also endeavours to identify replacement products and processes
if @ hazardous substance presents a risk or might be banned.
Substitution plans have been infroduced to manage this issue, in light of
the potential impact a ban on certain chemicals could have on Thales's
processes and equipment. These investigations info replacements,
produced internally or with manufacturing partners, aim to assess the
performance of alternative industrial processes and ensure that
manufaciured products remain compliant with technical requirements.
In some cases, it is necessary to redesign products and interfaces and
rescope industrial fools.
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Performance related to the anticipation
of environmental standards
in product design (NFPS):

Industrial processes affected by the replacement
of chromates — adherence to schedule regarding deadlines

In the case of chromates, for example, Thales began researching
replacement processes in 2013 for more than 30 industrial processes
used in its applications, making sure that ifs subcontractors would have
the ability to handle them. To date, the company has allocated more
than €6 million fo this research and the roll-out of replacements in
equipment and systems. It continues fo monitor the progress of these
replacements, which were between 30% and 90% complete af the end
of 2018, depending on the segment, fo ensure completion by the
required deadline.

For this approach to be sustainable, consideration of environmental
issues in product development must be accompanied by value creation
for customers. This is primarily addressed through the company’s
product policy and its approach fo eco-design. In the case of most
Thales products, environmental impact mostly occurs during the use
phase of equipment and systems af customer sites. Consequently,
eco-design initiatives are aimed at simultaneously strengthening the
value proposition fo the cusfomer [betfter operating condifions, lower
tofal costs of ownership, optimised end-of-life management) and
significantly improving the environmental situation.

A cross-functional Steering Committee, coordinated by the HSE
Department and comprising HSE coordinators from all the GBUs,
ensures responsible management.

5.5.4.2 Understanding
and limiting the effects
of climate change

5.5.4.2.1 Measuring and understanding

the effects on the environment

Thales has been involved in the development of satellites, optical
insiruments and high-performance radar to monitor the environment and
climate change since 1974. As such, it is a key player in observing the
earth, understanding climate change and monitoring the environment.

Examples include the entire family of geostationary weather satellites,
optical instruments for monitoring vegetation, Envisat/MERIS
hyperspectral imaging for the colour of water, the ERS and
COSMO-SKyMed  radar  satellites, the ASAR instrument,
TOPEX/Poseidon and Jason-1, 2 and 3 altimetric satellites and radar
insiruments used in oceanography, IASI atmospheric insfruments, and
ice observation radar (CryoSat). Today, Thales Alenia Space is in
charge of the Sentinel radar (Sentinels 1A, 1B, 1C and 1D), the
oceanography Sentinel-3 (Sentinels-3A, 3B, 3C and 3D), and
Sentinel-6/Jason CS (instrument inherited from Poseidon, world leader
in space alfimetry).
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Objectives

Study of the topography
of oceans and continental
surface waters

Project

SWOT (Surface Water and Ocean Topography) is a major breakthrough in a segment with very high sirategic,
economic and sociefal stakes. In oceanography, the satellite will provide measurements of ocean surface and
wave height with higher resolution than its predecessor Jason satellites, resulfing in more accurate models of the
inferactions between oceans and the aimosphere. The hydrology mission will evaluate continental surface
water, to study changes in water storage in humid zones, lakes and reservoirs, as well as flow rates in rivers.
The safellite structure has been delivered and the sub-system that makes it possible fo expedite the safellite’s
disintegration info the atmosphere far from any inhabited area or maritime routes was completed in 2018. This
sub-system will be the world’s first platform to carry out a controlled re-entry of a satellite at the end of its life,
leaving no debris in orbit, in compliance with the law on space operations that will enter definifively into force in

2020. The satellite is scheduled for launch in 2021.

Report on greenhouse
gas emissions

Between 2012 and 2016 under the BridGES industrial chair and then from early 2018 under the Trace
industrial chair which succeeded it, Thales Alenia Space conducted research with climate scienfists, most nofably
from France’s Laboratory of Climate and Environmental Sciences (LSCE| and Dynamic Meteorology Laboratory
(LMD), on optimising space mission concepts related to modelling (inversion, transport and radiative fransfer
models) with the goal of measuring anthropogenic emissions of greenhouse gases CO, and CH,. Thales Alenia
Space has also led, and continues to lead, research with the French National Centre for Space Studies (CNES)
and the European Commission [ongoing CHE: H2020 project], and infernal development projects.

Mapping of

terrestrial vegetation
fluorescence to measure
photosynthetic activity

At the end of 2018, Thales Alenia Space signed a contract with the European Space Agency (ESA) fo lead the
Fluorescence Explorer (FLEX) satellite mission as well as a novation agreement fo incorporate the contract that
ESA initially awarded fo leonardo fo develop the FLORIS instrument. leonardo’s FLORIS insfrument is a
high-resolution imaging spectrometer that will capture light emitted by plants and break it down into its
constituent colours. The sensor can then identify the faint reddish glow emitied during photosynthesis, normally
invisible to the naked eye, and accurately identify the fluorescence of vegetation, allowing researchers to
evaluate the health of the earth’s ecosystem.

Measuring
anthropogenic
CO, emissions

The programme set fo position Europe as a major (and independent] confributor fo anthropogenic CO, emissions
measuring is CO2M, the future Copernicus mission that is sfill being defined. CO2M follows on from the studies
carried out for Carbonsat and will be the only imager for CO,, with a radius of approximately 200 km.
lts advaniage over other sounders is that it will be able to cover considerably more anthropogenic emissions
in a single pass, so that work can start on addressing these emissions. As part of the future CO2M-Copemnicus
programme, Thales Alenia Space is currently assessing various instrument concepts for phase A/B1 that will be
best suited to the specifications provided by the ESA.

5.5.4.2.2 Control and prevention

Some of the observation methods mentioned above are also used for
control and prevention, helping to improve the management of fishery,
agricultural and forest resources. They are supplemented by monitoring
systems sef up on ships and aircraft. Examples of some of the specific
items that are monitored so that acfion can be faken as needed to
protect the environment are:

pollution and tracking of pollution movements;
forest fires and beach erosion;

deforestation;

illegal exploitation of mines or natural resources.

5.5.4.3 Eco-responsible products
and innovation

5.5.4.3.1 Environment and product life cycle
Thales relies on a holistic approach that takes into account a product’s
entire life cycle, from exiraction of raw materials up fo disposal of the
product at the end of its life, as well as all environmental criteria
[consumption of raw materials, water and energy; discharges into
water and air; waste production, and so on). Research conducted in
recent years fo characterise Thales's main products has identified two
priority areas for improvement:

o the use of susiainable resources for product design and manufacturing,
with particular focus on anficipating regulations on hazardous
substances in new development;

e the reduction of product energy consumption and CO, emissions.

5.5.4.3.2 Sustainable resources
and replacement of hazardous
substances

The Group's overall approach to design, aimed af reducing the weight
of its products, helps to minimise resource consumption. Relying on
standard dimensions for plates and structural sections means fewer
"shavings". The use of new technologies, such as additive
manufaciuring, combined with the use of fopological optimisation tools,
limits the consumption of materials for a given need.

Thales also pays close attention fo the availability of crifical resources
and responds fo surveys conducted by European and French authorities.

Any substances that might be banned as a result of regulatory changes
are monitored particularly closely (see section 5.5.4.1).

5.5.4.3.3 Eco-design to help the environment

The table below contains examples of products for which environmental
impact reductions have been achieved as a result of following the
measures discussed above:

Performance related to the anticipation
of environmental standards
in product design (NFPS):

Assessment of the reduction in products’ environmental
impact: 1 eco-product representative
of each activity segment
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Improvement type

Reduction in the weight
of moved equipment,
consumption and
cable length

Product

Reduction in moved weight
in the land sector with the new
Sophie camera, unveiled

at Eurosatory 2018.

(LAS GBU)

Action and results obtained

The general eco-design strategy for tactical products naturally focused
on the need fo improve user comfort. The new product architecture has
reduced the product’s absolute weight by almost 40% to 2.5 kg,
while improving its technical performance. A further reduction comes
from the integrafion info the camera of features previously provided by
other devices [e.g. optical binoculars). For equivalent functions,
therefore, the weight saving exceeds 60%. Over the entfire life cycle,
and for this small piece of equipment alone, hundreds of litres of fuel
and more than one tonne of CO, are saved by the platforms that
receive users and their equipment. Meetings with users ensured the
equipment met operating needs.

Reduction in the weight and length
of cables in the naval sector with

the infegration and miniaturisation
of RESM (Radar Electronic Support
Measurement) systems for surface
vessels.

(DMS GBU)

The lafest generation dedicated to medium-size frigates will see its
weight reduced by nearly 50% for the second time. Overall, weight
will have been reduced by 75% in under 20 years. The cable length
of these systems was initially 2 kilometres. It has now been reduced by
a factor of three. These gains once again are reflected in a reduction
in ships’ weight and consumption, amounting to several hundred fonnes
of fuel and CO, after 20 years of navigation.

Reduction in the weight and
electrification of aircraft in the
Aerospace segment with TR5000
energy conversion equipment.

(AVS GBU)

Development teams have succeeded in reducing weight by approximately
7% compared fo the previous version. Furthermore, energy efficiency
has improved by almost 30% to exceed the threshold of 1,000 W/kg.
In practical ferms, this helps control the effects produced by the insfallation
of increasingly powerful on-board energy systems.

Expansion of efforts regarding
weight and equipment
in the Aerospace segment.

(AVS GBU)

An example would be version 3 of the IESI (Integrated Electronic
Stand-by Instrument) which saved more than 20% in weight and more
than 35% in consumption compared with version 2.

"Eco" mode

Possibility fo switch to "eco mode"
if mission is compatible
with SMART L radar.

(LAS GBU)

It is equipped with a liquid cooling system and temperature control unit.
An "eco mode" compatible with the mission’s constraints reduces
consumption by 50% while slowing down the ageing of critical
components. This feature, which was nof requested by the customer,
was identified during development as a way to optimise the overall system.

Revisions fo equipment
architecture

Reducing consumption
and weight by leveraging
initial impact analyses.

(SIX GBU)

With regard to the development of secure communications equipment,
impact analyses have made it possible to define more ambitious targets
for reducing consumption and weight than those initially required.
These are currently being carried out, largely by revising the equipment's
architecture fo improve the consumption/performance rafio.
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Improvement type Product

Innovations geared
towards the environment

Multiple innovations geared
towards the environment
with the Stratobus project.

(Space GBU)

Action and results obtained

Launched in 2016, Siratobus is an autonomous geostationary stratospheric
platform designed for a wide range of applications such as border and
maritime surveillance, boosting GSM network capacity for public
events and augmenting GPS over areas of dense fraffic. It runs on solar
energy only and does not require a launcher to be put info position.
It is made from recyclable subsystems and the use of hydrogen or
helium considerably reduces the risk of pollution in the event of an
accident. It features many innovations, including a power-generation
system (coupling the solar panels fo a solar power amplification system
patented by Thales) and an ultra-light reversible fuel cell for energy
storage. Successful testing of innovative, ultra-light, flexible and
high-performance photovoltaic modules was completed during 2018.
They have a mass of less than 800 g/m? and provide power in excess
of 200 W/m?2. Stratobus is scheduled for development in 2019 for a
maiden flight at the end of 2022.

Eco-design of a satellite
under the ESA’s GreenSat project.

(Space GBU)

Thales has also been selected to participate in ESAs GreenSat sfudy.
The sfudy focuses on eco-designing a satellie based on a lifecycle
assessment (LCA) to reduce its environmental impact as much as
possible. The LCA produced for the benchmark mission (Sentinel 3]
identified the main hot spots and defined targefed strategies to remedy
them. After a quantitative analysis of the benefits of each eco-design,
the options were filtered and shorilisted. In the final stage of the GreenSat
project, the three best strategies will be built into the satellite and
development road maps will be drawn up to increase the maturity level
of these concepls.

5.5.4.4 Innovative climate solutions

5.5.4.4.1 Solutions for reducing customers’

environmental footprint

The solutions offered by Thales to air and land fransport operators and
referred fo in the next paragraph are designed fo optimise operafing
efficiency for customers af the same time as limiting environmental impact.

In o different domain, the development of simulators, besides specific
eco-design, makes it possible to reduce the number of flight hours
required for pilot training. The Reality H helicopter simulator combines
the above two benefits thanks to energy consumption that is five times
lower than the previous generation. This is due to the use of elecirical
power that is far more efficient and non-polluting, lighter and recyclable
materials, and easier transportation with lower CO, emissions.

5.5.4.4.2 Sustainable air and rail mobility

From flying to air traffic management, for over 30 years, Thales has
been developing features that improve performance and lower the
environmental impact during all flight phases:

e navigational aids to optimise flight paths, toke-off and landing
phases in particular and faxiing that take weather conditions info
account, thus reducing noise, emissions and consumption;

o systems for more fluid air traffic management with less waiting fime
in airport stacks.

2018 Registration Document — THALES

133



Corporate responsibility and non-financial performance — A committed approach to meet environmental challenges

The programmes undertaken fo achieve these goals are described in the table below.

Programme

Thales is a contributor fo the European SESAR programme, which
coordinafes R&D in the Air Traffic Management sector. The secior
faces major challenges, including: increasing the safety and capacity
of air space and airports; reducing the environmental impact;
opfimising the road network; sharing information with all stakeholders;
and capitalising on ground-fo-air exchanges.

Impact

Thales helps with flight optimisation by providing more accurate
information about an aircraft’s position. Demonsirations have been
carried out and the development of the certified software functionality
was finalised in 2018, with certification expected in the first quarter
of 2019. Some 100 aircraft are fo be equipped by the end of 2019, in
parallel with the adaptation of airports to the new rules and the training
of staff concemed.

In 2018, the European Union's Global Navigation Satellite System
Agency [GNSS) officially launched the EDG2E project (Equipment
for Dual Frequency Galileo GPS and EGNOS) with a consortium led
by Thales.

The goal is to optimise aviation navigation with the Galileo constellation.
This four-year project will develop a dual-frequency mini-constellation
receiver for aircraft that will enhance navigation capabilities, support
standardisation and help prepare for certification.

Also in 2018, Thales signed the OneSKY programme in Australia,
which will offer a global solution for controlling civil and military air
traffic across 11% of the globe.

The choice of preferred routes will fake account of the type of aircraft,
and fuel, weight and wind loads. The reduction in fuel consumption
will lead to a reduction in CO, emissions as well as a reduction in noise
pollution around airports.

In today’s increasingly urbanised world, creating sustainable conditions
for utban mobility and inter-city travel is one of the most effective ways
to reduce CO, emissions. Thales provides operators with transport
systems that simplify access to transport through interconnected public
transport, improve fraffic flow, reduce consumption and increase
network capacity by reducing journey times.

For example, the Green SelTrac® CBTC solufion reduces a frain’s
energy consumption by 15% by loading efficient speed profiles into the
frain’s on-board system, allowing it fo confinue running under ifs own
momentum whenever possible. The ATSsoft Energy Saving solution
takes advantage of inferactions between trains to save energy by
opfimising real-fime fraffic management: use of slow speed profiles
when the operating circumstances permit and optfimisation of current
recovery from train braking by synchronising the acceleration of some
frains with the braking of others.

In 2018, Thales finalised the acquisition of Danish company Cubris
(GTS GBU), a leader in Driver Advisory Systems (DAS) for main line
trains. DAS allows for the real-time, fully secured exchange of
information between the railway system and the train driver in order fo
opfimise the driving of the frain and reduce CO, emissions. These
systems are a key technology for the future autonomous train. Cubris
has developed and delivered a well-recognised Driver Advisory System
called GreenSpeed™, which is already in service in Denmark (DSB
and Lokaltog), the UK (South West Trains) and Sweden (Transdev). It is

currently being implemented by Transdev in Germany and by Finnish
Railways (VR) in Finland.

5.5.4.4.3 Smart city

Dafa analysis makes cities function more efficiently. Thales's solutions
collect data on such parameters as water and energy consumption,
subscriptions to various public and private services, and fransport users,
allowing city authorities fo improve residents’ quality of life and reduce
their environmental footprint. Through its data analysis solutions, Thales
helps city planners and managers:

o leverage the gigantic dafa reservoirs of the connected
city — smariphones, sfreet lighting, fransport, billboards, access to
public places, surveillance comeras, efc. — to better understand and
anticipate the needs of residents and offer them services that make
their lives easier;

e inform users via traffic information systems, giving motorists and frain
passengers information on traffic conditions in near-real fime;

e manage day-to-day operations more effectively and facilitate the
coordination of the various players, especially in the event of an
emergency. These solutions also improve the environmental
efficiency of cities with regard to water and energy consumption,
fransport use, efc.

Solution

PRESTO system
(Toronto, Canada)

Impact

The PRESTO electronic system, designed and developed by Thales, allows residents of the Greater Toronto
Area fo travel using the various means of public transport (train, underground, bus) using a single ticket, in

the form of a contactless electronic card that can be used across the entire network. Statistical analysis applied
fo the data collected gives an insight into mobility across this vast area, meaning that supply can be failored fo
actual needs, new services can be created and the use of public fransport can thereby be encouraged.

Implementation
of the CBTC and ISC systems
[Hyderabad, Indial

Thales contributes to the Hyderabad programme (India) to become a city where urban public transport is
being developed by supplying the new metro system opened in November 2017 with CBTC
(Communications-Based Train Confrol) and ISC (Integrated Communications and Supervision) systems, for the

very first time in the country. This environmentally friendly mefro should reduce carbon emissions both
through operating on electricity and by limiting high-emission road transport.
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5.5.5 Other environmental indicators

The fable below includes a number of items for assessing trends in Thales's environmental performance on a comparable basis. In 2018, the scope
comprised 28 countries and 151 sites. This scope represents 97.5% of revenues and 98.75% of the Group's workforce.

2015 is the base year for the 2016-2018 goals.

This chapter was reviewed for fair presentation by Mazars. The indicators included in the table below are subject to a moderate assurance
conclusion presented in the defailed opinion in section 5.8 Independent Third Party Report.

Units 2012-2015 2016 2017 2018 2016-2018
change change
(at constant
2012/2018
scope)
Energy
Electricity consumption Thousand foe 5% 131 132 131 0.3%
Per revenues eleciricity consumption Toe/€m ~17% Q. 8.7 8.5 1%
Fossil energy consumption Thousand toe -1% 21.9 22 20.4 -3.4%
Per revenues fossil energy consumption Toe/€m -22% 1.52 1.44 1.32 -14.6%
Total energy consumption Thousand toe ~/% 155 156 154 0.5%
Per revenues fofal energy consumption Toe/€m -18% 10.7 10.2 9.98 -11.2%
Water
Water consumption Thousand cu. m -11% 1,587 1,593 1,502 2%
Per revenues water consumption Cu. m/€m -22% 10.3 104.4 97.1 -14%
Waste
Total waste production® Tonnes -A4.7% 14,967 16,080 15,278 1.6%
Per sales total waste production®® Kg/€m -16.8% 1.04 1.05 0.99 -10%
Ratio of non-hazardous wasfe ! % -9.1% 75 8l 79 8.3%
Non-hazardous waste per person'! Kg/pers. -9.1% 159.7 179.5 166.8 3.5%
Non-hazardous waste recycling rate % 22.4% 50 55 59 ~7.8%
Non-hozardous waste recycling rate % 2% 52 56 58 2.7%
Hazardous waste recycling rate % -21.4% 25 32 40 12%
Industrial discharge
Industrial wastewater discharge Thousand cu. m -21% 652 595 627 12%
Air emissions Tonnes 25% 993 923 325 -65%
Co,
CO, emissions from energy use Thousand tonnes CO, -13% 187 188 186 -0.3%
Per revenues CO, emissions from energy use T CO,/€m -24% 13 12.4 12.1 -12%
CO, emissions linked fo Kyoto Profocol
substances and R22 Thousand tonnes CO, 4% 27 30 25 -29%
O/w CO, emissions linked to SF6 Thousand tonnes CO, —44% 1.6 34 1.3 -81%
CO, emissions from fransport (Group-wide]  Thousand tonnes CO, -3% 81 77 77 2%
Per revenues CO, emissions from transport  Kg CO,/€m -15% 5.6 5.1 5.0 -14%
CO, scope according to GHG Protocol
Scope 1 (gas, fuel ail, coal, substances,
mobile energy sources) Thousand fonnes CO, 9% 82 86 75 —14%
Scope 2 (electricity, steam) Thousand tonnes CO, -12% 134 136 138 1%
Scope 3 [business fravel by air, rail, road)  Thousand tonnes CO, -3% 81 77 77 2%
TOTAL SCOPES 1,2 AND 3 THOUSAND TONNES CO, -9% 297 299 290 4%
TOTAL SCOPES 1, 2
AND 3 PER REVENUES TCO,/€M -20% 21 20 19 -15%
Other disclosures
1SO 14001 -cerified sites 120 124 118
Staff concerned as percentage
of fotal workforce % 89% 89% 89%

[a) Excluding exceptional waste.

2018 Registration Document — THALES

135



Corporate responsibility and non-financial performance — A committed approach to meet environmental challenges

5.5.6 Environmental reporting rules

5.5.6.1

The consolidation scope of environmental data is based on the
financial consolidation scope. However, due to restricted activity
and/or workforce or the absence of operational control by Thales,
cerfain establishments have not been included.

Scope

In connection with this report, the 2018 indicators are provided at
constant scope with 2015.

5.5.6.1.1 Criteria

Only companies meeting the following criteria are included:
Equity interest and operational control

e Thales equity interest of 50% or more;

o Thales exercises operational control over the company.

Companies and joint ventures not meefing the above criteria are nof
included in Thales’ environmental reporting.

Activity /workforce

o "establishment/site" carrying out an activity covered by Operating
Model 4, regardless of headcount;

o "establishment/site" carrying out an activity covered by Operating
Model 3, with a headcount of more than 50;

o "establishment/site" carrying out an activity covered by Operating
Model 2, with a headcount of more than 100.

The instruction "Definition of HSE Management Sysfem levels" provides
defails of the operating model levels (classified according to type of
activity: industrial, semi-industrial, tertiary).

Environmental Management System

All "establishments/sites" that are ISO 14001 and/or EMAS and/or
OHSS 18001 and/or 1ISO 45001-certified are included in the reporting

scope irespective of the criteria related to activity.

5.5.6.1.2 Changes in scope

e Disposals/acquisitions: company fo be included as soon as one full
calendar year has been completed and if the company meets the
scope selection criferia.

o New business: company fo be included as soon as one full calendar
year has been completed and if the company meets the scope
selection criteria.

e Inter-site transfers: data taken info account in the reporting:
- of the depoarture site from 1 January Y to the date of transfer,
- of the arrival site from the date of transfer fo 31 December Y.

e Intra-Group merger: integration of data for the absorbed entity for
the period from 1 January Y to the date of absorption into the dafa of
the absorbing entity.
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5.5.6.2 Reporting procedure

The Group-wide reporting system includes an environmental reporting
procedure with insfructions for each successive stage of data enfry,
validation and consclidation. It also defines the roles of each person
involved and includes the recording of data [iraceability, archiving, etc.).

5.5.6.3 Indicators

Environmental concerns change over fime. Environmental performance
indicators therefore have fo evolve fo stay abreast of developments and
reflect the Group's policy priorities. Different interpretations of certain
indicators can lead fo conflicting data from different countries. Thales is
therefore adapting the indicators fo make the environmental reporting
system more efficient, building on lessons learned from previous years
and refocusing the reporting effort on current and future environmental
concems. The indicators are described in the reporting tool. Information
is also available on the calculation of the carbon footprint.

5.5.6.3.1 Reporting tool

An environmental reporting and management fool for the entire scope
of consolidation of the Thales group is available on the corporate
infranet. This tool consolidates the data from each entity, country and
geographic area, and for the Group as a whole. It checks data
consistency and suggests country-specific units of measurement,
conversion factors, efc. The same fool provides access fo the rules for
data entry, validation and consolidation defined in the reporting
procedure.

5.5.6.3.2 Analysis of performance

For easier analysis of environmental data, the Group reporting system
incorporates the following principles:

e changes in scope specifically related to disposals and acquisitions.
For each family of indicators, a gross figure is given (e.g. water
consumption in cubic metres| and a ratio supplements the information
to take account of changes in scope [e.g. water consumption per
person);

o Group fargets are sef for a given period. During that period:
- changes in performance are assessed on a like-for-like basis
(i.e. af constant scope of consolidation),
- coefficients such as emission factors for CO, emissions are
consfant;

o if emission factors are modified at the start of a new period, the
performance data for the reference year are recalculated using
the new coefficients;

e the principles and methods for reporting on data are described
in the methodological guides to environmental reporting and
caleulation of CO, emissions, which are available in the Group
reporting system.
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5.7.3 Incorporating the :hullen?es h‘: corporate

responsibility in the supply

Thales designs and produces ntegried solufions consisfing of equipmend,
sub-systems or full sysiems, most of which are developed with the halp
of exdernal pariners. For example, purchases account for nearly half of
the Group's tevenues and, in a reflection of the Group's industrial
fnceprint, more than BO% of purchases come from France, Europe and
Mot America.

The quality and refiabilily of the supply chain therefore actively confribuie
1o Tholes’s odded value and o customer safisfaction, and os o result,
the company has fo adopt a responsible approach o this issve.

Goographic bredkdown of Grasp parchasing in 2018
Europeon Union |exduding France)

France 4]1_*.

Rest of woarld 26%

5.7.3.1 Responsible purchasing

5.7.3.1.1 A stringent procurement policy

Thaless procurement policy is designed such that the compary works
with a base of efficient, relioble suppliess wha siriclly comply with the
domesfic and infermolional lows and reguigiions that apply o them,

including intfernafional frode rules |export control; for example| and
This Group's purchase o to al
ozt o - pe———

end, the Group has also oppoirted an internal ‘mediaior 1 liaise with
suppliers 1o ovoid or quickly resche pofential conflicss that could: arise
with them_ The Thales internal mediaior’s actions are also in line wit fhe
inifictives camed cut by the mediater of the French Aerospace industries
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In- France, Tholes’s commitment in this creq wos recogrised in 2012
when it was awarded the "Responsible Supplier Relafions label’ by the
Médiation des Frtreprises [business mediator) and the Consail National
s Achats [French purchasing board). Awarded for o period of 3 years,
this label singles out companies committed o farging o sructured
eollaborafive reloficnship with their iers based on mutual respect:
Thalss received the renewat of this for the pefiad 2015-2018.

5.7.3.1.2 A responsible supply chain

Thates requires its suppliers around the world 1o adhere to its corporaie
responsibility approach mﬂgm'ng its Puechasing ond Corporate
Responsibility Charer. The chorter requires them o the principles
of its Code of Ethics and those of the United Mafians Global Compoct
and OECD, parficularly with regard 1o Human Rights, labour
stondards, the environment and prevenfing cormuplion.

Thales suppliers must also compleie o seft-assessment quesfionnaine that
evaluates their corporate responsibilly parormance [nine questions on
babour standaords, fve on environmental protection, WO on eofponate
, one on ethicol business conduct and one on export confrol).

are awarded an overll score which indicoes their non-financial

Mareover, s part of the selection process, potential suppliers are
requested fo complete a sefFassessment enabiing them o measure the
maturity of feir environmentzl and commit o o process of
confimucus improvement; This seif-assessment be verfied during
supplier audits conducied by Thales, which may also lead 1o a request
for an ﬁmﬁm,ambMﬁIﬁQHMQ
supplier from s list  ceriain esseniial crileria mmm.hﬁan,
number of years o joinfy define and implement progress

To achieve the goal of o responsible supply chain, the Group Purchasing
Department set iselt the cbjeciive of assessing the environmental
maturity of ol its chass A suppliers (all suppliens for BOR
of purchasing volume| as well as each of its new suppliers, by the end
of 2018. At end-2018, 10,400 supplier sites hod undergone this
ossessment; 84'% of the panel concemed were class A,
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Year Number of suppliers that have signed the Purchasing
and Corporate Responsibility Charter

Supplier performance in domains of corporate responsibility
(labour standards, the environment, corporate governance,
business ethics and export control) (Average score out of 10)

2018 15,610 8.7
2017 12,700 8.3
2016 10,500 8.7
2015 7,660 8.8
2014 4,400 8.7
Year Number of supplier sites assessed for environmental maturity Class A suppliers assessed for environmental maturity
2018 10,400 84%
2017 7,500 67 %
2016 4,900 60%
2015 2,400 50%
2014 1,400 36%

During call for tenders phases, environmental responsibility is one of the procurement requirements and is included in the weighted criteria for

supplier selection.
PP

These initiafives, which are aimed at developing a more responsible supply chain, are fully in line with the implementation of France's law on

contracting companies’ duty of care (see section 5.7.3.2).

FOCUS: SPECIAL ATTENTION PAID
TO CONFLICT MINERALS

Although Thales is not subject fo section 1502 of the US Dodd-Frank
Act since it is nof listed on the US financial market, the Group
nevertheless exercises due diligence when it comes fo conflict minerals,
fo meet customer expeciations and comply with its commiments.

Thales submits these queries to its supply chain to ensure that the
origin of the mefals covered by these regulations [fin, tantalum,
tungsten and gold) can be verified fo the greatest extent possible.

When Thales identifies suppliers likely to supply items containing
these mefals, the Group checks whether those suppliers have a
policy on conflict minerals and/or an appropriate body to respond
fo quesfions on the matter.

Performance related to ensuring supplier
compliance with corporate responsibility
issues (for 2018) (NFPS):

Supplier performance in the domain
of corporate responsibility
(average score out of a total of 10): 8.7
Percentage of class Al') suppliers assessed in terms
of their environmental maturity: 84%

This performance is fully in line with the multi-year targets set for the
upcoming period from 2019 to 2023 that have been finalised in
agreement with internal stakeholders.

Sustainable procurement: Goals for 2019-2023

2023 target

Percentage of new suppliers committed fo the principles of Thales's new Responsible procurement Charter 100%

5.7.3.2 Duty of care plan

France’s law No. 2017-399 of 27 March 2017 on the duty of care
of parent companies and contfracting companies requires the
implementation of "reasonable vigilance measures to identify risks and
prevent serious violations of Human Rights and fundamental freedoms,
the health and safety of persons and the environment resulting from the
activities of the company or those of the companies it controls, directly
or indirectly, as well as the activities of subcontractors or suppliers with
whom the company has an established business relationship, when
such acfivities are related fo this relationship”.

Article L. 225-104-1 paragraph 4 of the French Commercial Code
requires that the requisite vigilance measures be grouped together in a
"duty of care" plan that contains the following:

(1) All suppliers accounting for 80% of purchasing volumes.

1. a risk mapping to identify, analyse and prioritise risks [see section
5.7.3.2.1).

2. procedures for regular assessment of the situation of subsidiaries,
subcontractors or suppliers with whom the company has an
established business relationship, in respect of the risk mapping [see
section 5.7.3.2.2).

3. appropriate measures to mitigate risks or prevent serious violations
(see section 5.7.3.2.2).

4. a mechanism for issuing or collecting alerts on the existence or
occurrence of risks, prepared in consuliation with the representative
trade unions in said company (see section 5.7.3.2.3).

5. a system for monitoring the measures implemented and assessing
their effectiveness (see section 5.7.3.2.4).
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In financial year 2018, Thales formed an infernal, multidisciplinary
working group fo define the main components of the duty of care plan,
also drawing on the work of trade associations of which it is a member.

5.7.3.2.1 Risk mapping related

to the duty of care

An initial version of the mapping makes a disfincfion befween the risks
resulting from the acfiviies of Thales and ifs subsidiaries and those
resulting from the activities of the Group's subcontractors and suppliers
with whom it has an established business relafionship:

1. The part related to the activities of the Group and the companies it
confrols is based on an internal confrol questionnaire, the Yearly
Attestation Letter (YAL), sent out annually (113 quesfionnaires sent out
during 2017) by the Audit, Risks & Internal Control Department [DARCI]
to the Group's operafing entfities. Responses fo the questionnaire are
analysed by the network of Risk Advisors and audited on a rolling
basis by the DARCI. The analysis performed in 2018 of the responses
fo the quesfionnaires sent out at the end of 2017 verified that the
policies and bodies in place within the Group to address matters
related to the environment, the health and safety of persons, respect for
Human Rights and fundamental freedoms would reasonably contain
any major risk related to the activities of the operating entifies.

The YAL is updated annually.

2. Turning to subcontractors and suppliers with whom the company has
an established business relationship, those identified as presenting a
risk fulfilled the following combined criteria:

they belong to one of the 17 purchasing categories selected by Thales
as presenting the greafest risks in terms of Human Rights and
fundamental freedoms, the health and safety of persons and the
environment (insfallation and construction work, subcontracting of
surface treatment, efc.);

a

b

they are located in a country considered to present risks in ferms of
Human Rights and fundamental freedoms, the health and safety of
persons and the environment; a list of countries at risk has been
compiled from external sources fo allow a rigorous and objective
assessment of the countries” policies in this area’;

c) revenues with Thales exceeding certain materiality thresholds.

This approach is designed to divide the Group's fop suppliers and
subcontractors info three risk categories: low, moderate and substantial.

5.7.3.2.2 Description of the procedure
and appropriate actions to mitigate
risks or prevent serious harm

The procedures for assessing the business activities of Thales, its subsidiaries
and the companies it confrols are based on the YAL quesfionnaires and
their subsequent analysis (see secfion 5.7.3.2.1 above) and on the TIMS
maturity assessments (see secfion 3.4, "Control environment').

With regard fo assessment procedures for subcontractors and suppliers,
the current plan being rolled out is based on the following:

e a Purchasing and Corporate Responsibility Charter. In 2018, a tofal
of 15,610 suppliers signed the charter, versus 12,700 in 2017 (see
section 5.7.3.1.2).

At the end of 2018, Thales launched a project to revise the charter,
drawing in parficular on the Code of Conduct of the Infernational
Forum on Business Ethical Conduct (IFBEC) prepared by the main

European and US players in the aerospace and defence sector;

e a more comprehensive supplier risk assessment questionnaire: until
2018, Thales's suppliers completed a self-assessment quesfionnaire
measuring their performance in domains of corporate responsibility
[see section 5.7.3.1.2). That questionnaire was updated and
expanded in 2018, in conjunction with the Infernational Aerospace
Environmental Group and GIFAS. The new version will be rolled out
in 2019 to provide a more accurate assessment of the policies and
measures implemented by the Group's subcontractors and suppliers
in the domains covered by low No. 2017-399 of 27 March 2017

on the duty of care of parent companies and contracting companies;

o supplier site audits carried out by Thales's Procurement Depariment
on quality and technical aspects. These also include some twenty
points dealing specifically with HSE issues and the supplier’s ability
to safeguard the environment, ensure the safety of facilities and
persons and manage products responsibly.

At this stage of the implementation of the above-mentioned law, it is
expected that:

o subcontractors and suppliers at low risk shall not be subject to any
specific addifional measures (other than signing the charter during
the selection phasel;

e subcontractors and suppliers at moderate risk shall complete the
new supplier risk assessment questionnaire;

o subcontractors and suppliers at substantial risk may be subject to
a specific assessment to remove any doubts about their ability to
reduce and manage their risks of serious violations of Human Rights
and fundamental freedoms, the health and safety of persons and the
environment. Depending on the results of this assessment, the Group
then reserves the right either fo confinue the business relationship
without additional measures, or to assist the subcontractor or
supplier in implementing a risk mitigation plan, or to terminate the
business relationship.

5.7.3.2.3 Mechanism for issuing
and dealing with alerts

In 2018, Thales reviewed ifs internal alert system to bring it info
compliance with France's law No. 2016-1691 of 9 December 2016
on fransparency, anti-corruption and economic modemisation, and law
No. 2017-399 of 27 March 2017 on the duty of care of parent
companies and confracting companies.

This process led to the extension and increased security of the alert
system so that it could receive all internal or external dlerts falling within
the scope of these laws. The new alert mechanism was drawn up in
consuliation with Thales's representative frade unions.

5.7.3.2.4 Procedures for monitoring the
measures in the duty of care plan

The measures in the duty of care plan are currently assessed using the
following indicators (see sections 5.6.1 and 5.7.3.1.2);

o number of suppliers that have signed the Purchasing and Corporate
Responsibility Charter: 15,610 in 2018 (versus 12,700 in 2017);

o overall supplier performance score for 2018 in the domain of corporate
responsibility: 8.7 out of 10 in 2018 [versus 8.3 in 2017);

o percentage of class A2 suppliers assessed in ferms of their
environmental maturity: 84% in 2018 (versus 67% in 2017);

o number of dlerts received via the Thales dlert system in 2018: 156
(versus 16 in 2017).

These indicators will be expanded in 2019.

(1) International Trade Union Confederation Global Rights Index 2018, Yale University Environmental Performance Index, 2018 Global Slavery Index and the Human Rights VWaich World Report 2018.

[2) All suppliers accounting for 80% of purchasing volume.

(3] Of the 15 dlerts received in 2018, 10 were related to labour relations as part of the duty of care employee-related field and one was related fo the duty of care environmental field [allegation of

noise pollution).

THALES — 2018 Registration Document



