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Cautionary Statement &

This presentation contains forward-looking statements relating to possible changes to France Telecom's

financial statements for 2004 (which will be restated in 2005) as a result of: restating these statements in
accordance with International Financial Reporting Standards (IFRS) endorsed by the European Union by
December: 31, 2005 for, purposes of comparison with France Telecom's financial statements for 2005 and
for subsequent reporting periods, and possible impacts on France Telecom's financial statements (including
its balance sheet and income statement) of the application of IEFRS endorsed by the European Union by
December 31, 2005 beginning with the first half of 2005 compared to France Telecom's current financial
statements prepared according to French GAAP. These forward-looking statements do not reflect all the
possible changes due to IFRS but those identified at this stage. Significant changes and effects could have
not been identified at this stage among which certaint may have a material impact on net financial debt,
equity, assets and liabilities, the 2004 IFRS income and cash-flow statements. These forward-looking
statements are based on current expectations, understandings, analysis, forecasts and assumptions that
iInvolve risks and uncertainties that could cause actual outcomes and results to differ materially from those
projected. These risks and uncertainties include: whether the IERS standards that will eventually be
endorsed by the European Union correspond to those existing as of November 30, 2004 and whether the
IFRS standards as adopted will be interpreted by IERIC and by regulatory bodies in a manner; that reflects
France Telecom's understanding of the IERS.

All'the changes, effects and figures indicated in this presentation are unaudited
The forward-looking statements contained in this document speak only as of the date of this presentation

and France Telecom does not undertake to update any forward-looking statement to reflect events or
circumstances after the date hereof or to reflect the occurrence of unanticipated events.
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Warning

@ ] ) ! . N
ihepurpose ol thistpresentation is to draw a preliminary
picturerofithevariousiconsequences for France Telecom

\during thertransition tfrom Erenchl GAAP to IFRS )

N
fThe ionward=lookingistatements;included in this
presentationfdornot refiect allithe possible changes due

Co IERSOU thosedentified at this stage (Dec. 17t)

y
o A\
ihercompanys throughiits investor Relation Department,
willNperavaillabletorcomment on some items, but will not
diSCUSSIERS figures/forecasts until IFRS 2004 figures
areeleasedimid=-Aprilf 2005

_

[AII riguresiarerpreliminany’ andiunaudited




International Financial Reporting Standards
at France Telecom: key messages

IERSarextheracecounting standards to be implemented by all
Eurepean)listed companies as of: January 15, 2005

[France Telecom is on track

ASStrong ™ Enterprise Project” startediin 2003
=Steering Committee chaired by the CFO
=hedicated teams in allidivisions
Srainingiprogramispecifically designed

20V ERS acecountswillibe publishediand presented to the financial
communitysmid=Apriif2005




International Financial Reporting Standards
at France Telecom: key messages

LNO Impact on Erance Telecom’s strategy and business performance 1

Vanagementidecisions arernot affected by IERS transition

[No Impact on cash-flow

NorchangelontEreeGashiElow commitments for 2003-2005

[ No impact on return to shareholders potential

pistrbutionicapacity/will'still’be based on parent’s
companyistatutoryaccounts under Erench GAAP

[Main impEctsiomtinelERSopening balance sheet (January 15, 2004) ]

Slighthncreasein equity,

Netbebtincreasediby cci€6.5 Bnjafter Equant CVR and minority purchases




Opening balance sheet options &

NN ESIEIETHENREIRIUSIHESSICOMNation accounting as
cornozred to Frarcr GAAR (rlo gaolisie) aleialelef=[elefo)t]g][ale
wels Used ir BT elccotgfis)

Business
combinations

rlistorical cosi rrzlintelined excaar i \ves il

JiEngible assets circurnstaricas, for walien =i el peisf g i)

AS132/39 NP ENER A EERESIGi ERUERA 2004 thefullversion of IAS
52159 (no use of trie capved gt \vegsiopliKa VAo s

adoption orofrulgzriecd if) Elrgge)

Cumulative Trie cusnulzitive transleton diffsreneas fopelFie el
translation PRI UOISIEIEI ECINEUNONIENZETOraStoidanuany 1, 2004
gdifferences (reclassification witrlir 2cjuliy, o Iozletep) iejrz|Nle|8]j)

AN B eI HIERE RN OSSESHIaVE EEn reclassilied in

Employ_ee reizlined sarnings 215 of Jeipuzlny 20048 EST ) R el
benefits GAAP)




Other issues with no impact for France
Telecom

Employee
benefits

SIS EIEIESIcemBanissUenn Erance and Poland due
to trie socizll sacirity recim)e

S BNESEHENMESIGINENGOUPNRNCINER cCountries are defined
eI LB ENENSUCHIZSI@ranee UK Withr minor exception
of definad genefits olains (nowever ggeailitifelseNog
orovidad for).

Scope of
consolidation

GG PNENUIACENSOdated; as in French GAAP,
sifice it s corirolled)




Expected major net impacts on equity &

[French GAAP equity January 1, 2004 } [ €11.6 Bn(2)1

Reclassification| ofi minority interests +€5.4 Bn®®
NDIRA +€1.2 Bn
Minoentydnterests commitment £0i6'Bn/-€1.2 Bn

Customersirelationship amortization -€2.5 Bn

(Connection fees =€0.5/1.0 Bn

Overallimpact on equity. between cc. +€1.5bn and cc. +€2.5bn,
including allimited negative impact on goodwill impairment

(1) Deferred tax assets and liabilities will increase with almost no net effect on the total equity (and no effect on prospective

cash in/cash out).
@) Including post-employment benefits and Tele-Invests consolidation (« Kulczyk put »)
() IncludingTele-Invests consolidation (« Kulczyk put ») and out of which €1.4 Bn relates to Wanadoo and should thus not

remain as of December 31, 2004 after Wanadoo squeeze-out.




Expected Impact on net debt

[French GAAP Net debt (V) January 1, 2004 [€47.7 Bn( }

NDIRA €4.1 Bn
Canny back €1.5 Bn

Equant CVR

Penvativesrandrassociated cash collateral =€0.8 Bn

ACcruedinterests €1.3 Bn

Minontylinterests: commitments €0.6/1.2 Bn
WiavHICHIMNERWIpURchases including Orange squeeze-out €0.6' Bn

NFRSINEtdebt! January 1, 2004 | Qeces7Bn

J

Remaining negative impact expected cc. € 6.5 Bn
after Equant CVR and minority purchases

(1) See definition in appendix.
(2) Including securitization and Tele-Invests consolidation (« Kulczyk put »).




Expected Impact on net debt: TDIRA (IAS 32)

French GAAP

IAS/IFRS

=2 Perpetualibonds redeemable for
Erance lielecom shares are classified in a
guasIFeEguUIty caption in the balance sheet

= Interest charge is based on the
contractual arrangement

3/ Breakdown between an equity
componentiand a liability component

alnteresticharge is computed based on
thie effective interest rate

Impact on the 2004 IFRS
opening balance sheet

= Dbebticomponent cc. 3/4 of the
slosnlnzl velie

= Equity’component cc.1/4 of the
nominalvalue(subject to deferred tax
liability)

Impact on future IFRS
financial statements

=» Increased interest charge during the
TDIRA fixed interest rate period

=» Additional interest charges increase
the debt amount

_ Already priced in by the market




Expected Impact on net debt: Carry back (IAS

32/ 1AS 18)

)

kY,

French GAAP

IAS/IFRS

=S AhE carry back receivable sale is
aceountedifor as a true sale with an usual
guarantee (Note 28.2.2 of FT financial

statements)

S @annyhack receivable sale with a
guarantee Is considered as a secured

finzielne

impaction the 2004 IFRS
opening balance sheet

SAdditionaltfinancial debt and carry-
packdeceivable of cc. €1.5 Bn (present

vzlllg)

Impact on future IFRS
financial statements

=>» Notional interest charge (no cash out
since interest were prepaid at the time
the receivable was sold)

=>» Carry back receivable and financing
mature in 2007 (net debt reduction), no
cash impact

No future cash out




Expected Impact on net debt: Equant CVR

(IAS 39)

o/

French GAAP

——

IAS/IFRS

EquantiCVR is accounted for as a
provisionifor risk and contingencies

S2Eguant: CVR'is a derivative instrument
= As;a derivative instrument:

= Any change in the value is
ecorded through income statement

=y It is included in the Net Debt

impaction the 2004 IFRS
opening balance sheet

Sy RecIassification from provision for risk
andcontingencies to derivative included
in Net Debt

Impact on future IFRS
financial statements

= Impact on IFRS income < €0.1 Bn due to
change in fair value between January 1,
2004 and payment in July 2004

=» Classified as a derivative (included in
Net Debt) in the IFRS opening balance
sheet, until final settlement in July 2004

Paid on July 81", 2004




Expected Impact on net debt: derivatives and
associated cash collateral (IAS 39)

)

kY,

French GAAP

e 4

IAS/IFRS

S HEdginginstruments are presented off
palanCEIShEeet
=yexcepticurrency hedging instruments
SincekErench GAAP debt is converted at the

hedging rate (debt at hedging rate = debt at
closing rate + hedging instrument)

impaction the 2004 IFRS
opening balance sheet

SaERSINERdebtlower by €0.8 Bn

Be1eSsing rate conversion instead of
hedging rate €1.3 Bn

= Currency and interest rates
vERVvativesievidenced in the
palance sheet

Brepaymentiofiderivatives
constitiited by the cash collateral -€ 0.9 Bn

+€1.4 Bn

= WEDLt IS converted at the closing rate
=y erivatives are accounted for at fair
value in the balance sheet

= hianges in the fair value of derivatives
anevecorded through income statement
[exceptifor cash flow hedge accounting)

Impact on future IFRS
financial statements

=» Increased volatility (income statement,
shareholders’ equity)
*Expected to be limited since major interest
rates derivatives follow the IFRS
documentation requirements for hedge
accounting qualification




Expected Impact on net debt: minority 'Y
interests commitments (1AS27/1AS32) &%

Erench|GAAP # IAS/IFRS

SAneHtyAnterests commitments are off EAVHENNMINOrItyshave aright to sell shares
PRlanCESHeecommitments unless there ENENUEEHLityATaSIObligation te buy these

is < risk of an outﬂow of resolrces Wlth no Shares, the entity should record a financial
Svinstreal sconomie Yaais lialityA(presentivalue of the exercise price)
andireduce’equity for the same amount (no

corresponding asset)

*Purchase offers made to minority
shiareholders enter in this category

Impact on the 2004 IFRS Impact on future IFRS
opening balance sheet financial statements

Sidietalimpact for conditional and

Uncogcdifonzl gtifgailaiie s kA= BN =» Changes in the present value of the put
option is recorded through income

statement

*Limited impact for purchase of minority
interests since they are paid for during 2004

*Potential impact for conditional puts

= Plrchase of minority interests as of 1
January 2004: Orange SA, Orange
panemarksOrange Romania: cc. €0.6 Bn

Saconditional put: Orange Slovensko,
Orangebominicana: cc: €0/0.6 Bn

ce, 2l
5

S/A Bn on debt, of which cc. €0.6 Bn already paid }

i




Income statement: revenue recognition sales &
of equipment through dealers (I1AS 18)

French GAAP a IASTIERS

SaErenchiGAAPaccounting based on the [EAEUIPMEntrevenue based on the
conuactuaiNelationshiprandifinancial flows ESEMIBUNIHEEROMWE End customer
pEWEEniEFand the dealers S Etabutionremuneration based on the

=ahidndset sales in direct and indirect HEPEVINENItONdealer:

chiannelsiare accounted for differently = handset sales in direct and
indirectichannels are accounted for
Inthersameway.

Impact on the 2004 IFRS Impact on future IFRS
opening balance sheet financial statements

Sheunatenalimpact expected =» No impact on net income
= But impact on revenue presentation
(lower handsets sales and lower selling

expenses)
sImpact: cc. €0.4 Bn in 2004

Noympact on, future cash flows — Positive impact on margin ratio}




Income statement: revenue recognition

connection fees (IAS 18)

o/

French GAAP

IAS/IFRS

=isenernallys Ell recognises connection
feeswhien|connection is effective

=Noeispecific guidance under IFRS
Slpdecideditorhave no difference between
IERSEand US Gaap accounting on revenue
recognition for connection fees
Sasonnectonteesiwill be deferred over the
averageexpected customer relationship
PERGN

=yRelated costs that do not meet the
capitalization| criteria will be expensed up-
frogyi

Impact on the 2004 IFRS
opening balance sheet

Smpactiof € =0.5/-1.0 Bn on equity

Impact on future IFRS
financial statements

=> Limited impact expected on revenue
stream and net income
will reflect connection activity trend and

changes in the expected customer
relationship period

No impact on Cash Flows




Income statement: amortization of customer u

relationships (IAS 38)

)

French GAAP

IAS/IFRS

Seustomer relationships accounted for
Infcase ofi business combinations

= Noamortization and no deferred tax

— Dafarracl iz [lz19]]5Y

SGUSIOmEr relationships amortized over the
Expectedicontractual relationship (between 4
andiSyears in most cases)

impact on the 2004 IFRS
opening balance sheet

SYREOSpective amortization charge lead
toNcNdecreasein total equity of €2.5 Bn

Impact on future IFRS
financial statements

=»Decrease in EBIT as long as customer
relationships not fully amortized
» Negative impact of more than €0.3 Bn for
H1 2004

» Impact should reduce in 2005 and
subsequent years

act on future cash flows — Negative impact on EBIT ]

18




Income statement: share-based compensation (7

(IFRS 2)

French GAAP

IAS/IFRS

=y Stockioptions granted in certain
subsidianes (Orange, Wanadoo, Equant)

=NoNmpact on the accounts until the
stock option is exercised

SNBIcompensation expense accounted
for (labor OpEXx)

Saheairvalue of stock options is amortized
oVverthewvesting period as a compensation
expense

Srrancenlielecom position is to apply IFRS 2 to
dliisteckioptions plans (vs. the option to apply
IERSeplan granted after November 7, 2002)

Siscount offer of shares to employees should
beralsoraccounted for as compensation
expenses

Impact on the 2004 IFRS
opening balance sheet

Sy Areclassification in subcaptions of
Eguity2era €05 Bn willlbe accounted for

*Shiows the cumulative effect of stock
options granted in the past

= Nolimpact on total equity (but
reciassification from equity to
compensation liability as of March 9,
2004)

Impact on future IFRS
financial statements

=» The compensation expense relating to
stock options for 2004 is not expected to
exceed €0.1 Bn

=» Discount offers under review

= New plans, if any, could lead to a
different impact in the future

me cashimpact as in French GAAP




IFRS impact on income statement: other &
impacts

— No differanice witr) Franen Czzlo sldaotitlgle

RECEENASRC s S S G EIandISRIE s are expensed as incurred

— Exognsad 215 incurrad Uslelelr Frepgp E/AA R

AV 6 E IS IE EVE G PIIENRCOSISTIIEEHNG CErtain criteria
snould o2 caoitalized

soodwill — Urider Freren GAAR: ziporilzzeliion) = ) =l psierile)
amortization — Unider IFRS: Dmoslirent tasiinle) oglly

As il TN INEAYA I IEES T EXPPENSES  are capitalised on
tzifig)iole 21s3is I oroe)fess

A il ET RIS ESACHOSERNIBL O capitalise interests

Interest
capitalization




IFRS communication program for 2005

Wid\February 2005 | \2002results in French GAAP

End| of April 2005 | IFRS 1Q revenues

{ Mid April 2005} {Preliminary IFRS 2004 results }

End of July 2005\ [1 H 2005 preliminary results

Eritllor September 2005 (MHI2005inal results




Conclusion

INGNIIPECRERNCEMPaNY Strategy

SENNISIHESSIPEHOHance
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Financial Statement
IFRS Income Statement

> Presentation by nature
> No more exceptional income

Sales of Senvices and Products

Cost of senices and products sold
Selling, general and administrative expenses
Research and Development expenses

Revenues

———Jp Other operating income

EBITDA

Depreciation and amortization

Amortization of actuarial adjustments in the early retirement plan

Personnel costs
External purchases
Others operating expenses

EBITDA

Operating income

Interest expenses, net

TDIRA interest expenses

Foreign exchange gain (loss)
Discounting of early retirement plan

Current Income from Integrated companies

Amortization

Impairment of assets

Impairment of goodwill

Disposal of assets

Restructuring costs

Share of the P&L of associates and JV accounted under equity
Impairment of goodwill of affiliates

Operating income

Financial income

Other non operating income/expenses, net

Income taxes
Employees profit sharing

Net Income from Integrated Companies

Interest expenses
Foreign exchange gain (loss)
Sale/depreciation of financial assets

Discounting

Financial costs

Income taxes

Goodwill Amortization

Equity in net income of affiliates }

Exceptional Goodwill amortization
Net Income (loss) of the consolidated group

Profit (loss) for the period

Attributated to
Equity holders of the Parent
Minority interest




Definition of Net Debt

French GAAP

IAS/IFRS

Nethdebth is defined in Note 8 to the

financial statements as:

letal gross borrowing
(conyverted at hedging rate)

== (Gash, cash equivalents and
marketable securities

Net debt will be defined as:

Jiotal gross borrowing
(converted at closing rate)

- Asset derivatives

- Asset cash collateral
+ Liability derivatives

+ Liability cash collateral

- Cash, cash equivalents and
marketable securities

+ Accrued interests




