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Employees (No.)

09 2007 12 2006 Change

n Helicopters 9,363 8,899 5%
n Defence Electronics 19,052 19,185 -1%
n Aeronautics 13,000 12,135 7%
n Space 3,339 3,221 4%
n Defence Systems 4,164 4,275 -3%
n Energy 2,929 2,856 3%
n Transportation 6,924 6,677 4%

Other activities 1,111 811

59,882 58,059

16%

32%
22%

6%
7%

5%
12%
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Significant events during the first nine months of 2007 and after the end of the

quarter

Industrial transactions

Within the Helicopters division, on 7 February 2007, AgustaWestland and Boeing

signed a memorandum of understanding for the joint production of the next generation

of Chinook transport helicopters for the Italian army and other future vertical take-off

and landing (VTOL) craft both for the domestic market and for international

opportunities.

At the end of August, the United States Government Accountability Office (GAO)

requested, for the second time, that the US Air Force reconsider its decision of

November 2006 to award Boeing the contract for 141 search and rescue helicopters. As

a result thereof, the contract award was rescinded, with the bidding reopened; the

consortium formed by Finmeccanica (AgustaWestland Bell) and Lockheed Martin will

participate in the bidding on the basis of the requisites to be specified.

In September, AgustaWestland manifested its interest in becoming PZL - Swidnik's the

future strategic partner and taking an investment in the company's capital if the Polish

authorities were to confirm the intention of privatising the company. The initiative

would facilitate even closer collaboration between the two companies, and would

guarantee additional growth opportunities for PZL - Swidnik.

In the Defence Electronics division, activities were completed that led to

Finmeccanica's acquisition of all of the share capital of Datamat S.p.A., a company

which develops and builds avionics and naval mission systems, and integrated solutions

in the defence, space, government, healthcare, banking, finance and telecommunications

sectors. Following the acquisition of the entire share capital of Datamat S.p.A, efforts

got under way for a merger between Datamat S.p.A. and Elsag S.p.A.; the merger was

completed on 1 August and thereafter, the company took on the name of Elsag Datamat

S.p.A.
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systems to monitor critical infrastructures, as well as communications and homeland

security systems and integrated postal automation systems.

In the security segment, Finmeccanica is part of an Italian project for an electronic ID

card involving a number of domestic companies; the project is currently at a standstill in

light of the need for additional analyses to perfect various aspects of the project and the

consequent agreement between the participants.

With regard to the Aeronautics division, on 5 April 2007, Alenia Aeronautica and

TsAGI, the Russian central aero-hydrodynamics institute, signed a partnership

agreement for the research, development, and design of aerostructures for civil craft, as

well as for joint projects in the field of advanced aerodynamics and other design

activities for next-generation aircraft.

On 20 February 2007, an inter-governmental agreement was signed by the Italian

Ministry for Economic Development and the Russian Federation's Ministry of Industry

and Energy concerning the trade agreements in effect between Finmeccanica and

Sukhoi Aviation Holding and their respective subsidiaries, Alenia Aeronautica S.p.A.

and Sukhoi Civil Aircraft Company (SCAC), in relation to the programme for the

"SuperJet 100" family of 75-100 seat regional jets. In June 2007, the agreement between

Alenia Aeronautica S.p.A and SCAC was signed. Based on this agreement, Alenia

Aeronautica will acquire a 25% plus one share stake in SCAC and will have the right to

a corresponding share in the programme. In July, Alenia Aeronautica S.p.A. and Sukhoi

established a joint venture, Superjet International (51% Alenia Aeronautica S.p.A. and

49% Sukhoi), as described in further detail in the preceding section of this report.

On 13 June 2007, Finmeccanica, through Alenia North America (a subsidiary of Alenia

Aeronautica), in partnership with L-3 and Boeing, was awarded an important order in

the United States. The C27J aircraft, designed, developed and produced by Alenia

Aeronautica, was selected by the US Army and Air Force as the new tactical transport

aircraft within the scope of the Joint Cargo Aircraft (JCA) programme. The C27J team,

led by L-3 Integrated Systems with Alenia North America, Boeing Integrated Defence

Systems and Global Military Aircraft Systems (GMAS, a company owned 50% by
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Alenia Aeronautica and 50 % by L-3), was awarded an initial contract in the amount of

$2.04 billion to supply 78 aircraft. The U.S. Armed Forces plan to purchase 145 aircraft,

of which 75 for the Army and 70 for the Air Force, and with an estimated total of 207

aircraft over 10 years, for around $6 billion.

On 19 June 2007, on the occasion of the Le Bourget Air Show, Alenia Aeronautica

signed a Letter of Intent with Dassault Aviation and Saab for a strategic cooperation in

the field of unmanned surveillance systems (UAV MALE - Medium Altitude Long

Endurance), for defence, security and civil applications. The purpose of the

collaboration, which joins the current cooperation in the area of unmanned combat

systems (Neuron Programme), is to define and develop a system that meets the

requirements of most European countries. Alenia Aeronautica, as project leader, has

already proposed expanding the collaboration to include other European partners, so as

to support and develop all the technological product capabilities at both a platform level

and that of electronic and communication systems.

With regard to the Space division, following authorisation by the European Commission

on 4 April 2007, Thales took the place of Alcatel-Lucent in two joint ventures, Alcatel

Alenia Space - which was then renamed Thales Alenia Space (67% Thales and 33%

Finmeccanica) - and Telespazio (67% Finmeccanica and 33% Thales).

With regard to the European Galileo satellite navigation programme, a consortium

("concessionaire") was formed by Finmeccanica S.p.A. and other major European

companies in the industry to oversee the building and launching of the system and to

negotiate the contract to operate the system. The concessionaire's difficulties in raising

the needed funds and assuming the entire technical risks associated with the programme

led the European Council to revise the implementation plan and to suggest as an

alternative solution that the project would be financed solely with public funds. Methods

for finding these funds will be discussed over the next few months by EU entities.

The situation prompted an effort to redefine the industrial organisation for the

construction of the infrastructure in order to improve its efficiency and to resolve critical

issues tied to the respective duties under the programme. Under existing agreements, the
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infrastructure will be built by European Satellite Navigation Industries ("ESNI") –

formerly Galileo Industries, a company that is owned by Finmeccanica S.p.A., EADS

Astrium, Thales SA and Galileo Sistemas y Servicios – which is in charge of the system

and of awarding contracts to domestic manufacturers, using a mechanism agreed among

the various countries participating in the project.

However, management of the programme has proven to be rather complex and

considerable delays in implementation have accrued causing the European Space

Agency's ("ESA") to request substantial changes to the configuration of contracts and a

reduction in the role of ESNI.

At the European level, although the roles and funding methods are being redefined, the

Galileo project remains a priority objective of great strategic importance at both a

technological level and with regard to applications in the field of satellite navigation,

especially with reference to the wide range of its potential uses in the security and

infomobility segments.

On 18 October 2006, as part of the broader efforts to develop the company's civil

businesses, Finmeccanica signed a memorandum of understanding with the Russian

railway in order to begin a partnership concerning the manufacture, distribution, and

technical support services for rolling stock and rail transport infrastructures.

In that regard, on 9 February 2007, the Russian railway, the Ferrovie dello Stato

group, and Finmeccanica signed a memorandum of understanding aimed at developing

commercial partnerships for international projects of mutual interest, particularly in the

field of high-speed trains, which could also include the Moscow-St. Petersburg line. The

first act of this partnership will involve Saudi Arabia with the participation in the tender

for the Jedda-Mecca-Medina high-speed line with an estimated value of some USDbil. 6.

On 5 July 2007, Finmeccanica, Ferrovie dello Stato and the Russian Railways (RZD)

were pre–qualified for the tender.

In March, during the Italy-Russia summit held in Bari, Finmeccanica also signed a new

industrial cooperation agreement with the Russian railway, which defines the timing and

procedures for implementing high-priority projects, such as: the development of a new

regional train; the application of technology and capacity already available to Selex

Sistemi Integrati S.p.A. in order to create safety and security systems; the development
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by Telespazio S.p.A. of a satellite observation system to monitor landslides near the

Tuapse-Adler railway line.

On 25 May 2007 Finmeccanica, the Russian railways (RZD) and the Russian National

Science Institute (VNIIAS) signed an agreement in Sochi for cooperation in the railway

signalling systems sector. The agreement calls for a new railway signalling system built

by Ansaldo STS to be used on existing Russian railway lines and stations. This

innovative system can be adapted to the entire Russian railway network and may be used

for any type of traffic (on medium-speed lines and high-speed lines).

On 5 February 2007, two conventions were also signed by AnsaldoBreda S.p.A., the

Province of Pistoia, the University of Florence, and Istituto Fedi aimed at creating a

laboratory located in Pistoia for dynamic mechatronics simulations and applied research

and innovation in the rail transport industry.

On 6 July 2007, the agreement for the merger of Ansaldo Segnalamento Ferroviario

S.p.A. and Ansaldo Trasporti - Sistemi Ferroviari S.p.A. was signed following the

acquisition of the entire share capital of Ansaldo Segnalamento Ferroviario S.p.A from

Ansaldo Signal NV effective as of 1 July 2007. The merger transaction will have legal

effect as of 1 November 2007. The integration of the railway signalling and transport

systems businesses could lead to growth in size and overall profitability, expansion in

international markets and entry into new business segments.

Finally, it is noted that on 9 October 2007, Ansaldo Fuel Cells, a Finmeccanica

company coordinated by Ansaldo Energia, and L–3 Communications Combat

Propulsion Systems signed a collaboration agreement for the development and

marketing of systems for energy generation with the use of fuel cells. The agreement

contemplates cooperation between the two companies for the purpose of developing

marketing activity in the U.S. and joint product development for the military segment, as

well as the possibility of setting up a joint venture for offering products and services to

the U.S. government.
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Against this backdrop, Finmeccanica and ENEA, acting upon the Appellate Court's

recommendation to try to come up with a conciliatory settlement, came to an agreement

in 2004 to examine the practicability of a settlement which was not however

implemented until Legislative Decree n. 159 of 2007 because of the lack of the financial

resources needed.








