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No.1 worldwide

* Commercial aviation based on catalogue prices for EADS, contractual prices for Boeing Based on 2005 average exchan ge rates:
For US players, the backlog presented above is the total backlog (Funded backlog for L3)
€/$ =1.245; € /£ = 0.684; € /SEK = 9.269

** Aerospace and defence activities only / AgustaWestland 100% consolidated. Eliminations not considered




EADS

EADS Insurance Risk Management
General

- Risk Management is part of Shareholders Communication. It has to
be compliant with respective legal requirements in place.

- Risk is a basic part of corporate life that, while not avoidable, is
nonetheless manageable.

- Insurance techniques are key financial tools to protect the assets and
liabilities of EADS.
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EADS Insurance Risk Management
Organisation

~- In order to know how to deal with insurance techniques it is essential
that in-house competence is available.

= Therefore, a lean organization with clear responsibilities and clear
control of the insurance purchased by the group is implemented on
HQ-level since 2000/2001 when EADS was founded
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EADS

EADS Insurance Risk Management
Tasks and responsibilities

- EADS Insurance Risk Management (“IRM”), centralized at EADS
headquarters, is responsible for all corporate insurance activities and
related protection for the Group.

> It includes identification, evaluation, prevention and protection of
insurable risks.

- Insurance techniques are used to protect the assets and liabilities of
EADS against financial consequences due to unexpected events.

- Harmonized insurance policies and standards are in place for all
insurance risks underwritten by the Group.
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EADS Insurance Risk Management
Tasks and responsibilities (cont.)

- EADS pursues an insurance risk management strategy that includes
operating procedures as well as policies regarding procurement and
sales agreements.

- A systematic review and monitoring procedure of protection systems
applicable to all EADS sites is in place, fostering comprehensive and
timely identification of risks and related adjustments of insurance
coverage.

- EADS follows a policy of obtaining external insurance coverage for
all main and individual risks that can be insured at reasonable rates,
on sufficient terms and limits provided by the international insurance
markets.
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EADS Insurance Risk Management
Tasks and responsibilities (cont.)

= However, to be more independent from volatilities of the insurance
markets, EADS uses the capabilities of a corporate-owned
reinsurance captive.

= The captive is sufficiently capitalized and protected so as to ensure
its ability to reimburse claims without limiting the scope of coverage
of the original insurance policies and not additionally exposing
financial assets of EADS.
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The IRM-process — Key elements
= Detaliled and systematic risk assessment is mandatory for new

exposures to achieve transparency of potential claims scenarios.

= Accurate timing is key for success

= Tasks of the IRM-process as an integrated element of the entire
project — in all phases!

Project phase IRM tasks

Pre-industrial launch -> Core study

Industrial launch -> Detailed definition and final
evaluation of IRM solutions

Start production -> Risk-avoidance, - mitigation, SIR

and transfer solutions implemented.
» Insurance markets always involved in time
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Methodology and tasks of the IRM process

Identification

!

Evaluation

!

Risk
management
“lnsurance”

!
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Pre-industrial launch

Focusing on new, different, accumulated exposures and their
triggers.

Industrial launch

Likelihood and severity to be assessed; measures of risk
avoidance and mitigation, definition of uninsurable risks

Until start production

Measures of risk avoidance and mitigation implemented (e.g.:
supplier-, purchase agreements, buildings, work in process,
transportation system)

© EADS N.V. all rights reserved. 18



EADS

Methodology and tasks of the IRM process (cont.)

!

Retention
Self insurance

Risk transfer
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Until start production
Setting up thresholds to be retained

=» Deductibles

= Captive

Tools: case studies, actuary analysis, cost benchmark
models effectiveness of risk engineering implemented.

Remaining insurable risks are transferred to insurance
markets mainly within corporate insurance programmes
adjusted respectively.
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A380 Transport system
A380 Special Purpose

RoRo ship

Operated by

FRET CETAM
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Ro-Ro ship « Ville de Bordeaux »

= Double hull, car — carrier type

» Length 154 m, breadth 24 m, deadweight 2270 mt

= Max speed 21 knots, cruise 16 knots

= Cargo bay length 120 m, width 21 m, height 11 m
controlled atmosphere, acceleration recording

= Door 21 m, x 11,5 m, ramp 200 T, Ro-Ro lanes
1800 m

- Capacity = 6 Airbus components

» Deck area 6700 sgm

- 2 sets of Diesel engines, 8400 kw each
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A380 Transport system
Central Section Unloading

S ——
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A380 Transport system
Achievements to date — Sea, river, road

» Transport operations: 34

- More than 60 Pont de Pierre crossing

- 16 road convoys

- 7 complete aircraft transported

-~ All operations within schedule and no damages

- Good adaptation of the transport system to the industrial constraints
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A380 Transport system
Air Transports: Beluga Network

~Beluga operator:

g - Fleet:
> Airbus Network:

S Y-Flight Crew:

B&. . Activity since
;’ 1996

5 -Averages activity

per year all

Airbus types:

. Section Manufacturing

O Final Assembly Line
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Airbus Transport Intl
(created 1996)

French Airline,

subsidiary of Airbus

5 Beluga (A300 — 600ST)
10 Stations across Europe
( 13 by 2006)

35 Crew Members

14 500 Flights

24 000 Flights Hours

2 100 Flights

3 400 Flight Hours

2 428 Aircraft Sections
delivered

S8






EADS
Result of the IRM process A380 - PDBI

= All risks PDBI gross exposures in terms of severity and likelihood
significantly decreased to become “remaining gross exposures”

= Financial consequences out of remaining gross exposures further
reduced by transferring

* Into Corporate self-insurance system (Captive) primary layer
» Exceeding exposures into existing corporate insurance policy.

- Therefore, a predictable net exposure within common deductibles is
left

- A robust physical and financial protection system is successfully
iImplemented
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Conclusion

It is essential to consider technical risk engineering and insurance
techniques from the beginning of each project.

= Dedicated investments and operating procedures to reduce severity
and likelihood of unexpected claims are key for success.

= “Can we insure it” is the wrong question !

» Both, the manufacturer and the insurer having the same interests to
avoid and mitigate claims

= Go together. Even there are only a few insurer providing leading
edge expertise for technical risk engineering =» use them !

| Keep your risks manageable !
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