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Message from the Chairman & CEO

Arianespace’s perfect launch of the
ATV (Automated Transfer Vehicle)
“Jules Verne” on March 9, 2008
continued the track record of
excellence that our company
established the previous year. In
fact, Arianespace once again
carried the colors of European
space to new heights, guaranteeing
its independent access to space,
while also assuring a long term
workload for its industry.
The numbers speak for themselves: six Ariane 5 launches in 2007
orbited 12 geostationary telecommunications satellites – which
was 80 percent of all satellites successfully launched during
the year. In parallel, Starsem’s three Soyuz launches from
Baikonur Cosmodrome placed nine satellites into low-Earth
orbit. In all, these missions lofted a combined payload mass of
50 metric tons.

Even with such results, we cannot let this go to our head.
Everyone knows our business is a difficult one. As the difference
between success and failure is extremely tenuous, we must
maintain the necessary technical competence to guarantee the
reliability of our launches. In addition, the degradation of our
economic environment is a daily reminder that the world’s
launch systems cannot survive without government support.
The ministerial-level meeting of the European Space Agency’s
Council planned for this year will need to act on these issues. It is
vital that our company’s proud successes – and with it, those of
European space – will continue with the right decisions made
by European ministers!

Jean-Yves Le Gall
March 20, 2008
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■ message from the chairman & ceo

The reasons for last year’s record performance are now well
known, and they have established new standards for the
marketplace. The operation of launch vehicles that are always
in the same configuration, qualified and stabilized; and a
simplified organizational structure that gives Arianespace full
responsibility from contract signature to the satellite’s
deployment in orbit, using mission-ready launchers delivered by
industry.

Our other numbers were equally impressive. In 2007,
Arianespace signed 13 new Service & Solutions launch contracts
for geostationary satellites to be orbited by Ariane 5, along with
four other contracts specific to Soyuz. Last year also saw
progress with the Vega and Soyuz at Guiana Space Center,
moving them ahead for their initial launches planned next year.
Finally, Arianespace started discussions with its industrial
partners in preparation for ordering new launch vehicle
production batches to meet our order book needs.
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2007 highlights

2007 was a year of records for Arianespace. While 2006 saw entry
of Ariane 5 ECA into operational service, 2007 marked a new
phase in industrial operation of the European launcher and the
achievement of new heights.
Firstly the number of flights. Six successful dual launches placed
12 satellite passengers into orbit, representing 80% of all
commercial satellites deployed during the year. This result
reflects the reliability and availability of Ariane 5, qualities
maintained by extreme vigilance and constants effort to
consolidate the robustness of a system possessing an industrial
vocation, both in terms of launcher manufacture and operations
at the Guiana Space Centre. This is reflected in the sequence of
22 successful Ariane 5 launches, with the ECA version flown on
11 occasions.

Arianespace has introduced a new launch Service & Solutions
standard in the marketplace, one which emphasises the
reliability and availability of the service provided while inducing
further increases in selling prices and limiting the consequences
of an unfavourable €/$ exchange rate. Combined with sound
and prudent management of financial risks in regard to
exchange policy and cost control, the increase in selling prices
thus made it possible to maintain balanced operation of the
Company with net income at M€ 1.9 and sales worth M€ 919.7.
Based on commercial success, technical and operational success
and careful management of financial issues, Arianespace is
preparing implementation of the new European launcher range
in this context with Vega and Soyuz completing the Company's
launch Service & Solutions fleet operating from the Guiana
Space Centre.

The market recognises and rewards this value. This is evidenced
in the number of orders booked, with 13 contracts for
geostationary telecommunications satellites and, as a result of
substantial progress with Soyuz at the CSG activities, 4 dedicated
Soyuz launches which will deploy 24 satellites in LEO. It is also
reflected in the innovative character of certain contracts,
including the multi-launch framework contract signed with SES,
and extremely short order-to-launch times. Of the 13 contracts
signed, 4 saw actual launch within the year.

Regarding Vega, Arianespace is continuing preparation of
launches planned within the framework of the European Space
Agency's Verta programme, in line with the remit established by ESA under the terms of additional clause 4 to the
ESA-Arianespace Convention in connection with the Vega
development phase. Preparation of this programme is being
conducted with the reference target of a Vega qualification
launch in 2009.
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■ 2007 highlights

This commercial dynamism is also sustained by a substantial
order book. As at 31 December 2007, the Arianespace order
book contained 24 GTO satellites to fly on Ariane 5, or Soyuz for
smaller spacecraft, 11 governmental launches on Ariane 5
including 9 ATVs and 6 dedicated Soyuz at the CSG launches.
What is more, the launch rate now achieved exceeds previous
levels and validates the ambitious target of an annual Ariane 5
launch rate of between 7 and 8 flights. This situation confirms
the investment decisions taken in 2007 for this purpose, and
supports commitment of a new phase in operation of the
launcher. The long lead-time procurement contract for the
manufacture of thirty-five Ariane 5 ECA placed in 2007 bears due
witness. Nor should we forget signature, also in 2007, of the
contract for the first four Soyuz launches from the Guiana Space
Centre.

Observation satellite RADARSAT-2,
launched by Soyuz on december 2007.
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Work on installation of Soyuz at the Guiana Space Centre
continues, also with the target of an initial launch in 2009.
Spectacular progress was achieved with the civil engineering
work for the Soyuz launch site during 2008, while the
acceptance process commenced for Russian equipment
scheduled for despatch to French Guiana in 2008.
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Commercial activities

Arianespace signed contracts for 13 geostationary telecommunications satellites, and 4 Soyuz contracts for deployment of
the first 24 satellites of the Globalstar 2 constellation in 2007.
Thus, out of a total of 29 contracts signed for commercial
geostationary telecommunications satellites, Arianespace
increased its market share of this segment by 5 points by
comparison with its 2006 result, with 45% of the world market.
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■ commercial activities

The orders booked in 2007 clearly characterise the status
acquired by Arianespace with Ariane 5 in the eyes of the
telecommunications operators, a reference in terms of reliability
and availability which they can use as a basis for securing their
launch strategies. The first illustration of this is the framework
contract signed with SES, corresponding to a commitment over
a period of several years for launching future satellites in
different mass categories, the first two examples of which are
NSS-9 and NSS-12. The second is the signature of 4 contracts for
which actual launch also took place within the year, whether for
reasons of operator choice to avoid the uncertainties of the
launch manifests of competitors with which they were
previously committed (SPACEWAY 3 scheduled to fly on Sea
Launch, and Horizons-2 and Intelsat 11 on Land Launch) or in
view of difficulties connected with acquisition of export licences
for China (RASCOM-QAF1).
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Secure communications satellite Skynet 5B,
launched by Ariane 5 on november 2007.

During the same period, our competitors signed a total of
16 contracts: 11 for Proton, 2 for Sea Launch, 1 for Atlas 5, 1 for
Falcon 9 and 1 for Long March. The main competitors of Ariane 5
continue to be Proton and Zenit (Sea/Land Launch), even
though they have experienced varying fortunes.
Proton suffered 2 failures in less than 2 years, the second of
which involved the loss of JCSAT-11 in September 2007. Despite
this, ILS continued an extremely aggressive commercial policy
and signed 11 contracts during the year. This calls for two
comments. Firstly, the ILS approach is based on revalued prices
due to increased production costs in Russia. Secondly, the
question arises of the genuine ability of ILS to meet its
commitments. ILS made 4 commercial launches in 2007, and
this appears to be the standard level available to commercial
customers in view of increasing Russian governmental
requirements. In this context, the 16 launches scheduled for
2008 can appear incompatible with the real capacities of the
system. This means that Arianespace can expect increased
demand from a number of current Proton customers, with SES,
which has signed a multi-launch contract with ILS, a mirror
image of that signed with Arianespace, to the fore.

LAUNCH SERVICE & SOLUTIONS CONTRACTS SIGNED IN 2007
SATELLITES

GTO

In the case of Sea Launch, 2 contracts were signed in 2007,
including Sicral 1B for the Italian Ministry of Defence, illustrating
the increasing defiance of operators in regard to a system the
availability of which in relation to its order book and official
launch manifest raises a number of questions. This situation,
combined with delays observed with Land Launch, resulted in
four satellites initially planned to fly on Zenit being transferred
to Ariane 5 in 2007. The possibility of this situation recurring in
the future cannot be excluded, insofar as Arianespace is in a
position to offer launch opportunities.
The Chinese Long March launchers are still regarded as marginal
as they require satellites incorporating no American
components. Nevertheless the Long March commercial attitude
is extremely aggressive. 2007 marked further progress from this
point of view, with the launch of Nigcomsat, a Chinese satellite
supplied in exchange for raw materials required by China for its
development, and in particular the acquisition of a contract in
Indonesia (Palapa-D) through utilisation of an “ITAR-free”
platform.

EUROPE
MIDDLE EAST
AFRICA

AMERICAS

TOTAL

MASS
(TONNES)

ProtoStar 1

1

4.10

AMC-21

1

2.45

SPACEWAY 3

1

6.10

Intelsat 11

1

2.45

Horizons-2

1

Optus D3

Non-GTO

ASIA
PACIFIC

2.35
1

2.50

NSS-9 (SES)

1

2.30

NSS-12 (SES)

1

5.70

Thor 6

1

3.00

RASCOM-QAF1

1

3.20

Insat 4G

1

3.20

JCSAT-12

1

4.14

Amazonas-2

1

5.43

Globalstar 2
(4 Soyuz)

4

4 x 0,70

4 GTO

6 GTO
4 Soyuz

3 GTO
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Commercial activities

consequently, while more than one-third of satellite and
launch orders placed in 2007 came from the five leading world
telecommunications operators, the regional operators are giving
the market an additional dynamic boost (over 50% of launch
contracts and 20% of satellite build contracts in 2007).

GTO LAUNCH CONTRACTS SIGNED IN 2007
SATELLITE CLASS

SATELLITES

Mass less than 3 tonnes

7

Mass between 3 and 4 tonnes

4

Mass between 4 and 5 tonnes

3

Mass exceeding 5 tonnes

15
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■ commercial activities

Insofar as launch service demand is concerned, the trends
identified during the last three years have been further
confirmed:
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a maintained high number of satellites ordered and which
will shortly appear in the launch market: with 25 satellites
ordered on industry in 2007, a figure slightly higher than that for
2006, pressure on satellite supply will continue over the coming
years. If ILS and Sea/Land Launch experience increased
divergence between their actual launch rate capacities and this
accrued demand, Arianespace could and indeed should be in
a position to compensate the shortfall, at the risk of the
appearance of new competitors or even disinterest in space
solutions on the part of operators;
satellite broadcasting continues to represent 60% of
transponder demand for programmes based on developed
technological requirements (HD direct TV), for the most part
calling for heavy satellites in the 5 to 6-tonne class. These
accounted for 50% of orders placed with industry in 2007;
fixed or mobile service also confirms this trend towards the
use of heavy satellites or satellites with a mass of the order of
3 tonnes, (30% of satellite orders in 2007). Fixed service, although
on the decline, is based on high growth markets such as highrate connection and company networks, or mobile telephony for
areas experiencing substantial development (Asia, Africa);
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Programmatic activities

6 Ariane 5 launches were made in 2007, using 4 ECA and 2 GS
launchers. All were successful. This number of launches made
in the space of one year represents a new record for Ariane 5.
3 Soyuz launches for commercial customers were made from
Baikonur, under the aegis of an organisation integrated between
Arianespace and Starsem.

Arianespace is thus confirming its position as operator of a
family of 3 launch systems. Launch service standards have been
developed to take advantage of range-related synergies. In
more specific terms, the following points can be noted for each
of the three launch systems.
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■ programmatic activities

Development of the Soyuz at the CSG programme continued,
with consolidation of a time scale established between the
Russian and European manufacturers and aimed at an initial
launch in 2009.
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LAUNCH OPERATIONS IN 2007
DATE

LAUNCHER

SATELLITES

PAYLOAD
MASS

ORBIT

March 11

Ariane 5 ECA

7.7 tonnes

GTO

May 4

Ariane 5 ECA

Skynet 5A
Insat 4B
Astra 1L
Galaxy 17
SPACEWAY 3
BSAT-3a
Intelsat 11
Optus D2
Skynet 5B
Star One C1
RASCOM-QAF1
Horizons-2

8.6 tonnes

GTO

8.1 tonnes

GTO

4.9 tonnes

GTO

8.7 tonnes

GTO

5.5 tonnes

GTO

August 14

Ariane 5 ECA

Development work on the Vega project also continued, with
substantial progress and a number of problems, in particular
with the Z9 stage nozzle. The Vega maiden flight is also
programmed for 2009.

October 5

Ariane 5 GS

November 14

Ariane 5 ECA

Discussions on launcher procurement contracts were continued
in parallel in 2008, covering orders for thirty-five Ariane 5, 10 to
15 Soyuz and 5 Vega launchers.

December 21

Ariane 5 GS

ARIANE 5
Six Ariane 5 launches were made in 2007, 4 using the ECA
version and 2 the GS version. All were dual launches and all were
successful. These launches demonstrated an excellent level of
operational maturity and compliance with launch dates.

Work on industrial scale-up of the launch system was continued
in liaison with the development authorities, so as to strengthen
the industrial character of the launch system, enhance its
robustness and flexibility, and reduce operating costs.

The decision to increase the launch rate to 7 per year was taken
in early 2007. The investment funding plan required to achieve
this rate led Astrium to engage in corresponding investments, in
exchange for an Arianespace commitment to order an average
of 7 launchers per year for 3 years.
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Programmatic activities

SOYUZ
Soyuz at Baikonur
3 launches were made in 2007, of which 2 completed
deployment of the Globalstar constellation and the third
carried Radarsat 2 for the Canadian Space Agency.
All 3 launches were successful, although delays were
experienced due to the correction of non-conformances on
the Fregat upper stage. These non-conformances had no
impact on execution of the launch missions, and their
treatment demonstrated a very high degree of technical
transparency. These launches were executed under the aegis
of the organisation integrated between Arianespace and
Starsem in line with decisions taken by the Boards of the two
companies.

Soyuz at the Guiana Space Centre
Civil engineering work in French Guiana is in course of
completion. Manufacture of equipment in Russia is in progress,
and initial delivery to French Guiana is scheduled for June 2008.
The critical design review of the launch system produced
positive conclusions concerning adaptation of the system to the
Guiana Space Centre, although a number of actions remain to
be cleared. A development plan has been drafted to set out the
logic and validation method for specific characteristics
associated with installation in French Guiana (mobile gantry,
humidity, etc.).
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■ programmatic activities

VEGA

22

Major progress was achieved
with the Vega programme in
2007, including in particular the
second successful test firing
of the P80 stage. The second
test firing of the Z9 stage
demonstrated a number of
design weaknesses in the
propulsion system nozzle.
Corrective measures have been
defined and applied to both
Z9 and Z23 stages.
The critical design review of the
launch system has been held,
and authorised transition to the
qualification phase.
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Risk management

As operator of the Ariane 5, Soyuz and Vega launch systems at
the Guiana Space Centre, and under the terms of the remit set by
the European Space Agency on behalf of its Member States,
Arianespace is responsible for ensuring the permanent
adequation of market demand conditions with the availability of
the product and the resources required for its operational
utilisation.

ENVIRONMENTAL RISKS
The prevention of industrial and environmental risks, in
particular for the Kourou establishment which is classified as
“Seveso 2 high threshold”, has required the implementation of a
security management system with dedicated staff. This system is
completed and hardened by those set up by the Guiana Space
Centre.
In this connection, each activity regarded as subject to risk is
analysed, operating methods are set out in a specific procedure,
staff assigned to implementation of the procedure are specially
trained, and possible failure modes are identified and preventive
measures defined. Furthermore, in the event of a major accident,
a crisis control centre is responsible for the implementation of
procedures involving all industrial players on the Space Centre
site.
Arianespace has third party liability cover for physical injury or
material damage occasioned to third parties during the various
activities in which the Company is engaged.
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■ risk management

As regards third party liability for any damage resulting from
impairment of the environment within the Kourou
establishment, Arianespace is covered, in its capacity as
additional insured party, by the policy subscribed by CNES for
the Guiana Space Centre.
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RISKS ASSOCIATED WITH THE ACTIVITY
OF THE COMPANY

FINANCIAL RISKS
The launch services market open to competition is essentially
denominated in $, while the majority of Arianespace costs are
expressed in €. The sensitivity of operating income to
fluctuations in the €/$ exchange rate is consequently very
marked.
To deal with this situation, Arianespace has continued a policy of
systematic hedging of exchange risks for many years, with the
use of optional hedges according to short and medium-term
contract signature forecasts, and conversion of a proportion of
these options to forward sales, backed with the corresponding
customer downpayments on customer signature of the
contract.

As for counterparty risks, these essentially concern trade
receivables for which Company policy is not to propose postlaunch payment, except in very carefully analysed cases.

Measures adopted in previous years have been continued to
consolidate the effectiveness of the processes, so as to anticipate
any problems of launcher availability and enhance operational
effectiveness in meeting launch dates:
these actions have made it possible to increase the launch
rate to 6 flights, all made with no marked adjustment of launch
dates despite the fragilised availability of production resources
and operational resources in French Guiana in certain cases, due
to the growing obsolescence of the equipment;

made it possible to maintain intensified and precise surveillance
of the state of qualification of the launcher and the availability of
resources, and to decide the measures to be taken to enhance
continuity of operation (commitment to qualification of Ariane 5
ECA for single launches, identification of single failure points
in regard to production and operations, etc.) jointly with the
Agency;
renewal of insurance cover for a free replacement launch in
the event of a launch failure has been finalised and will be
operational as from 2008.

implementation of European Space Agency programmes,
the aim of which is to maintain and extend qualification, has
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Financial position

2007 produced net income of M€ 1.9 and sales worth M€ 919.7,
corresponding to a positive result for the fifth consecutive year.
This is due to efforts undertaken by all public and private
partners involved in the European launcher sector.
These efforts have made it possible to enhance positioning of
the Company in the launch services market with a high degree
of reliability, operating with the Ariane 5 ECA which has now
achieved sound technical maturity and augmented flexibility
and availability, as the result of industrial scale-up of launch
operations (revalidation and inspection of ground facilities,
ground/OB interfaces, etc.).
These aspects, which favour enhanced valuation of the launch
service, have substantiated the price policy introduced by the
Company. Unfortunately, the highly unfavourable trend with
the €/$ exchange rate has not made it possible to achieve the
anticipated benefits, despite actions undertaken to set up
exchange risk hedges to reduce, or even neutralise this
exposure. Arianespace has continued the enhancement of its
management and control tools and procedures for financial
commitments, to accentuate cost control.
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Continued successful operation of the European family of
launchers is based on maintaining a public-private partnership,
the sole guarantor of autonomous access to space. In this
context, 2008 will represent a key phase during which:
Arianespace and European industry will concentrate on:
– continued increase in the launch rate,
– procurement of new launchers,
– scale-up of the launch system (reliability and
availability),
– cost control,
– completion of the development phase for the Vega and
Soyuz at the CSG projects; and

Looking further ahead, balanced operation of Ariane 5, in
particular via the order for a further batch of 35 Ariane 5 ECA
launchers for which long lead-time procurement was decided
in June 2007, will be based on a renewed public-private
partnership the ways and means of which should be established
during 2008.
Development work for the Soyuz at the CSG project has
continued with the same emphasis on balanced operation.
The existence of a strong governmental partnership for this
programme, involving the European Space Agency, France
and the Russian Federation, constitutes a framework for
efficient limitation of the risks associated with a project of this
type.
Concerning the Vega launcher, discussions are continuing with
the European Space Agency for setting up execution of the first
Vega launches via the Verta programme.
The principal relevant management indicators of the Company
are three in number, namely the order book, the number of
launches made and net income.

The commercial and operational results achieved by
Arianespace in 2007, the preference expressed by the market for
its launch Service & Solutions product, and the difficulties
encountered by the competition open favourable prospects for
strengthening the position of the Company in the world market.
Under these circumstances, Arianespace anticipates making
seven Ariane 5 launches in 2008 plus one Starsem launch from
Baikonur with Soyuz.

the Member States of the European Space Agency, through
the ESA Council Meeting at Ministerial level, must strengthen
operation of the European launch systems on the basis of:
– availability of launchers fully qualified in regard to
operational objectives,
– adaptation of governmental support to operations,
– preparation of new development programmes with, as
the primary objective, assurance of Ariane 5 ECA
robustness in regard to market requirements.

■ prospects
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A programme co-funded by Arianespace and the European
Space Agency has also been set up to deal with obsolescence
and upgrading of the facilities. This reflects the in-depth
commitment of all players to guarantee the long-term
continuity of the European launch system.
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■ financial position

The European Space Agency Member States also decided to
strengthen the economic operating equilibrium of Ariane 5 on
28 February 2007, by voting an extension to the EGAS
programme for an amount of M€ 175 (2005 economic
conditions) to cover the end of the operating phase for Ariane 5
production batch PA.

Prospects
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