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Profile

LEADERSHIP

Gemplus was an industry
leader in 2005 in its major
business segments by both
shipments and revenues for
the seventh consecutive year.

Gemplus is a world leader in secure solutions

for identification, transactions and communications.
We design and manufacture systems, products
and services based on secure cards for clients

in the Telecommunications, Financial Services,
ldentity and Security industries.

Gemplus International SA (GISA) is incorporated
in the Grand Duchy of Luxemburg, and has
subsidiaries and associates around the world.
Together, we refer to them as “Gemplus”.

Gemplus’s revenue for 2005 was € 938.9 million.
GISAs shares are traded on the Euronext Paris
Market and the Nasdaqg National Market.

EXPERIENCE INNOVATION

Founded in 1988, Gemplus is
one of the original pioneers

of technology for securing
identification, transactions and
communications and a driving
force in its constant evolution.

Our significant investment

in research and development
has earned us an outstanding
reputation for innovation,
creating enhanced value for
our clients.

PROXIMITY RESPONSIBILITY

We are determined to
implement high standards
of corporate social
responsibility to safeguard
the long-term interests

of our stakeholders.

With 58 sales and marketing
offices, 20 personalization
facilities and 11 manufacturing
sites strategically located
around the world, we are
able to respond rapidly to our
clients’ local needs.

A UNIQUE BLEND

OF FIVE KEY STRENGTHS



WE PROVIDE CONVENIENT, EASY TO USE SECURITY

SECURITY

We secure our solutions so that only the right people can
use them to identify themselves, make a transaction

or communicate. One of the primary means of doing

this is cryptography, and we are recognized as having one
of the leading teams of specialists in private industry.

SMART CARDS

To create a smart card, we purchase silicon
microprocessors, or “chips”, that we convert into
ultra-thin “modules”. These we embed into plastic
cards that we print in our facilities around the world.

It's the modules that make the cards “smart”. They
appear in the form of the small gold square you find on
secure banking cards, for example. “Contactless” cards
also contain a hidden antenna. Next, we personalize
the cards both electronically and graphically with

the end-user’s individual credentials. Finally,

we send them to our clients or directly to their customers.

SECURE CARDS AND OBJECTS

We also make lots of other types of secure cards

with other security features, such as magnetic stripes,
holograms, biometric applications and secure printing
materials. Many incorporate two or more security features
depending on our customers’ specifications. Indeed,
aside from cards, we also make a number of secure
objects like dongles, tokens, e-passports and so on.

Whatever the form, our products consistently combine
convenience, portability, ease-of-use and security.

OPERATING SYSTEMS

An important part of our added value lies in the
operating systems we develop to run on the modules.

In this respect our systems are to cards what Windows™
is to personal computers, and they are among the fastest,
most reliable and most versatile on the market today.

SOLUTIONS AND SERVICES

Putting modules in plastic is only a small part of what
we do. In fact we can deliver all or part of a complete
project, offering training, consulting and integration
services, as well as software and hardware. That's why
we call ourselves a “solutions provider”.

SOFTWARE AND HARDWARE

Our software helps our clients manage their cards,
solutions and applications. It includes automatic Over-
The-Air (OTA) updating of SIM cards in mobile phones,
the support for secure card authentication built into the
Windows™ operating systems, and our personalization
solutions for banks. Our hardware, or “interfaces”,
includes the card readers built into many laptops,

for example, as well as stand-alone devices.

(1) SIM (Subscriber Identity Module): The smart card used in GSM and other
mobile phones.
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from their competitors by offering a wide range

of innovative solutions, enabling them to safeguard
security, increase efficiency, boost revenues

and enhance loyalty.

SUPPORT

We enable our clients to make the most of our
products and solutions by offeriﬁg extensive training
programs, consultation, testing services and user
groups. In addition, we support our clients with local
account management teams, technical consultants
and specialist hotlines.

FLEXIBILITY
With our significant production capa
help our clients manage fluctuations in
for both commodity and high-end produ
To_create more value, we are consistently
down costs through efficient production te
and purchasing strategies.
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Through our innovative partner pragram
we work closely with hundreds of speg!_aﬂﬂs
worldwide. This expert network helas our cIEents
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benefit from local knowledge and intrfduc?’ne
|

services rapidly to their customers. ‘ 3} A
| i
i
SATISFACTION e
Our clients are our number one prioritx, a_nd tha:t_’s
why we pay close attention to their coml"gs_njts and
suggestions. Our worldwide listening program
regularly invites their feedback on our service,
so that we can hear, understand and act on their

requirements.

| Billions of consumers

around the world use
our products daily as
the SIM® card in their
mobile telephones, and as

ws=e the cards for banking, loyalty

programs, travel tickets,
healthcare, identity and
: passports in their wallets.
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A STRONG PERFORMANCE: A CLEAR MARKET STRATEGY.
TAKING A GLOBAL PERSPECTIVE, WE CAPITALIZE ON OUR
WORLDWIDE PRESENCE, OUR EXCEPTIONAL PRODUCTION
AND PERSONALIZATION CAPACITY, OUR INVESTMENT

IN RESEARCH AND DEVELOPMENT AND OUR ACCUMULATED

KNOW-HOW.

Letter from Alex Mandl,
Chief Executive Officer, Gemplus

2005 was a strong year for Gemplus. We did well against
almost every business indicator, achieving continuous
financial improvement, growing robustly in our core
businesses and reinforcing our position as a leading
provider of secure solutions. We also significantly
improved customer and employee satisfaction.

In June we acquired Setec to enhance our e-passport
capabilities; and in December we announced our intention
to merge with Axalto, with the aim of creating a world leader
in digital security.

Behind all this lies a vigorous strategy based on a clear view
of our marketplace, its opportunities and its challenges.

Greater security, greater ease of use

In the coming years we will all be increasingly connected
by ever more convergent technologies. With this in mind,
we have a vision of a world that progressively offers grea-
ter security and greater ease of use; a world where people
have more opportunities to communicate and less fear of
fraud; where personal freedom is enhanced and privacy is
protected.

At Gemplus, we are helping to make this happen not only
for the benefit of those billions of end-users, but also for
our clients and other stakeholders. And since the world
—and our place in it—is indeed complex, our business stra-
tegy embraces many diverse factors.



Opportunities and challenges

We see outstanding opportunities for secure card based
technology. We have already sold over 1.25 billion SIM
cards for mobile phones and we expect this number to go
on rising, both for high-power and entry-level cards.

In the financial services sector, we are delivering smart and
other secure banking cards to a growing number of institu-
tions on every continent. In the US, contactless payment is
taking off and looks set to create significant demand.

The world is also waking up to the benefits of this techno-
logy for identity and security.

Some national governments in Europe and Asia are already
rolling out biometric passports for their citizens, while the
US is hot on their heels.

Against this very encouraging perspective, the picture close
to the ground is more complex. Each variant of our tech-
nology has different requirements, particularly in terms of
production and personalization. Even with the same tech-
nology, our clients around the world have different needs,
both culturally and commercially.

Like other parts of the technology sector, we have been
facing — and responding to — continuous pressure on our
selling prices, as well as commodity pricing on some
products. In the niche segment of pre-paid phone and
scratch cards, demand is declining faster than anticipa-
ted. Just as importantly, future growth will come from new
segments where we expect to see card manufacturers
competing with many other technologies.

A coherent and effective strategy

In the face of these competitive pressures, we have deve-
loped an approach to our business that unifies two diffe-
rent ways of working into a single, coherent and effective
strategy. At its core is our passion for serving our clients
better, faster and more effectively.

Taking a global perspective, one major strand capitalizes
on our worldwide presence, our exceptional production and
personalization capacity, our investment in research and
development, and our accumulated know-how. These qua-
lities deliver significant economies of scale and flexibility,
along with highly innovative technologies.

The second strand takes alocal view. Here, we have devised
specific strategies geared to the differing demands of our
clients, and have developed products, solutions and servi-
ces to match the needs of their end-users. Among these

On course to achieve our goals

In 2005, we made significant progress towards
our five key medium-term objectives:

» World leadership in secure platforms

» Growing faster than the competition

* Best-in-class financial results

* A better-balanced portfolio

+ Continuously improving client satisfaction
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THIS BOLD MOVE,

A WORLD-CLASS
ENTERPRISE, IS A
REWARD FOR THE

Alex J. Mandl
President and Chief
Executive Officer

initiatives, we have widened our range of value-added
services like personalization and packaging.

Setec: strength in security

A major move in 2005 was the acquisition of the Finnish
company Setec, a world leader in electronic passports and
security printing. This important step has expanded our bu-
siness portfolio and given us access to new technologies,
including polycarbonate, that are critical for successful
growth in the electronic identity sector.

Growth across all key businesses

With robust growth in each of our major businesses, we
achieved one of our key goals in 2005 and out-perfor-
med some of our major competitors. Identity and Security
enjoyed its best ever year, almost doubling its revenue. This
reflects both first-time consolidation of Setec and strong
organic growth. The latter was driven mainly by sales to
government agencies in the US and to corporations in
Europe. While Setec was supplying digital passport data
pages to Norway and Sweden, we provided contactless
technology for French border control, our enterprise identity
management system to Pfizer, national ID cards in the Mid-
dle East, secure driving licenses to India and e-government
security applications to China.

Our Mobile Telecom business chalked up record sales
and won enthusiastic customer endorsement for our quan-

AIMED AT CREATING

MOMENTUM WE HAVE
BEEN GENERATING.
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Ernie Berger
Executive Vice-President,
President Americas

Stephen Juge

General Counsel

tum-leap technology GemXplore Generations, launched
in February. Total SIM shipments rose 34% year-on-year,
reflecting strong sales notably in the Americas and EMEA.
Our product mix continued to improve, with higher-end
cards increasing to 10% of our total shipments. Despite
lower average selling prices our operating profit was up
38.6% thanks to a combination of high volumes, lower chip
purchasing prices and improved manufacturing efficiency.
Financial Services also saw vigorous growth as EMV®™
deployment accelerated across all regions, especially
Europe, Asia and Latin America. Our newly certified
Gemlnstant PayPass solution positions us to take full
advantage of the increasing worldwide interest in contact-
less payment.

Our clients, our priority

In 2005 we launched our company wide “customer-cen-
tric” campaign, to bring us closer to our clients.

We listen attentively to their comments through our
annual “Tell Me” survey of hundreds of clients worldwide,
allowing us to continuously improve our activities for their
benefit. In 2005 we also expanded the channels and fre-
quency of direct contacts with them.

Our clients appreciate our long-standing commitment
to R&D. This is producing a steady stream of innovative

(1)EMV: The industry standard for international debit/credit smart cards established by
Europay, MasterCard® and Visa™.

Executive Vice-President,



Martin McCourt
Executive Vice-President,
President Asia

Jean-Francois Schreiber
Executive Vice-President,
Strategy

Jacques Seneca
Executive Vice-President,
President EMEA (Europe,
Middle East & Africa)

Frans Spaargaren
Executive Vice-President,
Chief Financial Officer

Emmanuel Unguran

Executive Vice-President,

Operations
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Philippe Vallée

Chief Technology Officer,
Executive Vice-President,
Product & Marketing

added-value propositions to help them differentiate them-
selves from their competitors.

Robust financial performance

Thanks to this performance our overall financial results for
the year were very positive and in line with our long-term
objectives.

We registered further efficiency gains and streamlined
our organization. Even with the consolidation of Setec
and higher sales our operating expenses were basically
flat at € 243.2 million and therefore down from 28.2% to
25.9% of revenue. We were also able to improve gross
margins through improved manufacturing efficiency and
strong reduction of purchasing prices for raw materials.
Net sales, meanwhile, rose 8.5% year-on-year to € 938.9
million; our operating margin increased to 7.1% of our net
sales; and our net income attributable to equity holders
rose substantially from € 4.7 million to € 89.9 million.

Gemalto™, a world leader in digital security
On the strength of this performance, we announced
in December our intention to combine with Axalto in a
friendly merger of equals. Our two companies will form
Gemalto™, a world leader in digital security.

This is good news for all our stakeholders and for our
clients in particular. Our two companies will share best

practices, strengthen and accelerate R&D activities, opti-
mize manufacturing capability and have more facilities
close to our clients worldwide. We will work together to
provide them with superior service, enhanced innovation,
more customized solutions, faster time to market and all
the benefits of increased efficiency.

This bold move, aimed at creating a new world-class
enterprise, is a fitting reward for the momentum we have
been generating in recent years.

The proposed merger is subject to regulatory approval.
Until that is obtained, Gemplus and Axalto remain two
independent companies, managed and operated sepa-
rately, continuing to compete actively and providing their
clients with the same quality of support as ever.

Creativity and commitment

None of this would be possible without the continuing dedi-
cation of our employees around the world. | would like to
thank them personally for their outstanding creativity, energy
and commitment, and for their unrelenting faith in Gemplus.
Together, we are building an exciting and dynamic future.

| would also like to thank our shareholders for their conti-

nuing and valuable support. (/Q

Alex Mandl



GEMPLUS

WORLD

Gemplus operates in three
dynamic, developing regions
covering every continent.
We have offices and

sites in some 58 countries,
and are actively working

In many more.

AMERICAS

2005 Highlights
Canada: Our R-UIM cards enhance
mobile user benefits

US: Our (U)SIM®™ cards are selected for
3G migration

US: MasterCard® certifies our
contactless payment solution

US: Leading bank selects our contactless
payment cards

US: We deliver enterprise security to
global company

Mexico: Our biometric EMV cards are
selected by major bank

South America: We install over 100
mobile solutions and OTA platforms

1,483

HEADCOUNT

29%

REVENUE

*Headcount as at December 31, 2005.

(1)The Universal SIM (USIM) is a SIM built for 3G. It performs the
same functions as the 2G SIM, but also ensures continuity of service
when migrating to 3G and enables a new range of data services.
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People value the inherent convenience, portability
and security of secure card solutions, which they are
now using in more and more ways on every continent.

The many segments comprise three key sectors.

Telecommunications

SIM innovation

We help operators roll out innovative
services for their customers and
boost revenues.

World’s top supplier

Gemplus is the only vendor to supply
the world’s top ten mobile operators
using SIMs. In fact, we serve over 250
mobile operators across all continents
using the GSM®™ and other standards.

Innovative solutions

The SIM is the mobile operators’

sole link with their customers.

Our SIMs, software and solutions

(the SIMfrastructure) make the most
of that link by powering a wide range
of revenue generating voice and data
services. These can be easily adapted
for diverse countries and customer
segments.

Multimedia power

The arrival of multimedia phones and
services presents new questions and
challenges to operators. Our next
generation technology provides the
answers. Flexible and powerful, it
improves service roll-out, empowers
(1) GSM (Global System for Mobile communications):

a European standard for cell phones that has now been
widely adopted throughout the world.

one-to-one marketing, and makes
multimedia usage simple, safe and
rewarding.

Public telephony

Gemplus remains a leading player
in public telephony. In total, we have
shipped over three billion phone
cards.

KEY PRODUCTS

GemXplore Generations:

the first true multimedia

(U)SIM for advanced services
(from 128KB to 1GB).
GemConnect OTA:

remote management of SIMs
and services.

GemServices Outsourcing:
SIM and software expertise from
a Gemplus hosting center.

Enterprise security

Gemplus has delivered advanced
security solutions for employee identity
and B2B transactions for more than a
decade. Our open “Safes|Te” system
has been deployed inside corporations
and governments the world over.

Government ID

We have extensive experience in
delivering secure ID programs. Our
“Res|Dent” system answers
government needs for national
identification, drivers’ licenses,
vehicle registration, border control,
healthcare and other schemes.

Electronic passport

Through our company Setec,

we are the world’s leading provider
of secure technology and security
printing for contactless e-passports.
Our “GemBorder” solution comprises
a complete range of components
and services.



CTORS

Setting standards

We are deeply involved in
standardization initiatives, including
the International Civil Aviation
Organization (ICAQ), the European
Union’s Identification, Authentication
and Signature (IAS) specification, the
US Federal Information Processing
Standards (FIPS), Common Criteria
and more.

KEY PRODUCTS

SafeslTe for enterprise security:
cards, tokens, readers, software, card
management and services.

ReslIDent for e-government ID:
cards, security printing, software,
personalization and services.
GemBorder for contactless
e-passports and e-visas: OS, applet,
inlay and security printing.

Financial Services
Payment expertise

We enable our clients to generate
revenue and increase loyalty

in banking, retailing, pay TV and
mass transit.

Experienced partner

Gemplus’s strategy in secure

banking solutions combines three

key concepts: proximity to our clients,
product innovation and first class
execution. With substantial gains in
the financial and loyalty segments over
recent years, we are a leading player
in this sector.

Comprehensive offer

We offer the most extensive range

of cards, personalization services
and solutions, as well as training,
consulting and project management.

Creative cards

With our new card body materials,
innovative designs, numerous
packaging options and value-added
services, our clients can promote
their cards as lifestyle accessories,
revitalize their card programs and
acquire new customers.

Flexible solutions

Our solutions let our clients provide
contactless payment for fast, secure
transactions as well as instant
issuance of personalized cards at a
branch or retail outlet. They also help
increase card usage by combining
payment with other applications like
loyalty and online authentication.

KEY PRODUCTS

GemShare, GemVision

& GemValue:

EMV compliant payment cards.
GemAuthenticate:

a complete solution to secure

online services.

GemSense: our popular personalization

solutions.
Geminstant: our range of contactless
payment cards.

1
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Sao Paulo 07:30

Going by bus is simpler and
quicker with contactless ticketing.
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Our leading-edge research and development is key to long-term

client satisfaction, enabling us to deliver innovative solutions that

help our customers differentiate themselves from the competition.

An outstanding track record

Gemplus has a long and successful track record in R&D.
This is vital to securing the company’s future, boosting
quality and adding value to the products and services we
deliver to our clients.

We have consistently given a high priority to innovation,
with R&D investment representing 6.6% of global reve-
nue in 2005. This has enabled us to assemble a top-notch
team of over 600 researchers, engineers and highly skilled
technicians, including internationally renowned experts in
security and cryptography.

To best serve our clients, our R&D centers are strategi-
cally positioned in key zones around the world, including
La Ciotat (France), Ismaning (Germany), Singapore, Beijing
(China), Vantaa (Finland) and Horsham (US).

Improved performance for our clients

To anticipate our clients’ needs, our research centers
focused on a wide range of innovative and incremental
developments in 2005, aimed at improving:
*Connectivity: by adding network capabilities.

*Available memory space: by turning to new memory
families such as “flash”, enabling the leap to gigabyte-
sized cards.

*Deployment and integration: by using standard tools
and languages (e.g. Java and .NET) to develop card appli-
cations and accelerate the introduction of new products.

CONTINUOUS
IMPROVEMENT
Product quality

| and reliability is a
major priority in our
development centers.

*Performance: by enhancing communication protocols
and optimizing operating systems for both hardware and
software.

«Security: by focusing on critical issues including secure
printing for the identity sector.

*Over-The-Air (OTA) update efficiency: by delivering a
new generation OTA system capable of managing extra
fast large-scale mobile campaigns.

Developing tomorrow’s products

We caused a stir at the international Java One conference
in San Francisco in June 2005 when we unveiled a proto-
type secure card with optimized memory management
capable of networking, executing several applications in
parallel and loading Java programs using J2ME®™.

(1) J2ME: Java 2 Micro Edition, a version of the Java operating system for devices like
mobile handsets.



In November, we won the prestigious Sesame Award for
Best Software at the international Cartes 2005 exhibition
with our innovative smart .NET" based platform. This
reduces the effort needed to integrate secure devices
(like dongles, smart cards, etc.) into existing IT infrastruc-
tures, and enables governments, enterprises, businesses
and consumers to benefit from the security of our solu-
tions without the complexity.

All our research themes are designed to benefit our pro-
ducts of the future. Already in 2005 they were the sub-
ject of 48 articles in scientific publications. In addition,
Gemplus researchers served on 28 scientific conference
program committees. Because of this intensive activity
we lead our industry in Intellectual Property, ranking
in the top 20 for the number of patents granted in France
in 2004 @, We are therefore well positioned to achieve our
overriding goal, namely to anticipate and fulfill our clients’
needs.

(1) Microsoft® .NET is the Microsoft strategy for connecting systems, information and
devices through Web services to enable people to collaborate and communicate more
effectively.

(2) Source: Institut National de la Propriété Industrielle.

Sydney 09:00

Getting new mobile services

is simpler, quicker and cheaper
when they’ré sent over the air.
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Innovation brings client benefits

Our R&D teams have made Gemplus the worldwide
reference for OTA technology. In June 2005 our Australian
client “3 mobile” asked us to update nearly

half a million (U)SIM cards while they were still in

the field, and without the user having to enter a point

of sale. This enabled “3” to reduce the heavy costs and
hassle of (U)SIM replacement; and helped their customers
take advantage of improved network coverage simply,
quickly and with minimal intrusion.

15
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Certified quality

Improving product quality and reliability is a major prio-
rity in our development centers. Testifying to the maturity
of our software development processes, two of our key
R&D teams, based both in France and Singapore, received
CMM®O Level 3 certification in 2005. Two other teams have
CMM Level 2. No other similar company has this recogni-
tion. Certification and quality assurance also play a central
role in our drive for enhanced product security, in line with
the Common Criteria certification process. An outstanding
example of this in 2005 was our release of the first
contactless payment card certified by MasterCard®.
We also received a FIPS® level 3 certification by the US

Department of Defense.

Setting standards

Through intense participation in standardization activities,
Gemplus is driving adoption of international norms, ensu-
ring that different types of cards and applications work
together seamlessly and speeding up the roll out of new
technologies. Leading by example, we offer the widest
range of interoperable cards, and with our commitment
to the Java Card standard we deliver a flexible, secure

experience to clients and end-users.

(1) CMM: Capability Maturity Model. Developed at Carnegie Mellon University's Software
Engineering Institute (SEI), in the US, CMM is considered the industry standard for
measuring the maturity of an organization’s software development process, and covers
both smart cards and OTA platforms.

(2) FIPS: The US Government’s Federal Information Processing Standards.

GEMPLUS’S

R&D CENTER,
FRANCE

In 2005, our R&D team
based at La Ciotat,
France, gained CMM 3
certification. No other
similar company has
this recognition.

Leveraging our expertise through
collaborative ventures

Gemplus is taking part in several publicly funded research
projects. We are leading InspireD, the largest cooperative
R&D initiative ever sponsored by the European Commission
in the secure card domain. The consortium comprises the
main European secure card players, including Europe’s five
top card manufacturers, secure silicon chip vendors, inno-
vative SMEs (Small and Medium Enterprises) and top aca-
demic units. The ambitious objective is to develop a com-
mon technology platform for the next generation of secure
products called TPDs (Trusted Personal Devices). Gemplus
is also a board member of the Secure Communicating
Solutions (SCS) Competitiveness Cluster, a French initiative
aimed at boosting results-driven R&D. SCS is a regional
gathering of research and education players in the micro-
electronics, software, and communications sectors.



As the mobile phone market continues to grow briskly,

Gemplus is delivering an ever wider range of SIM cards to meet

differing needs on every continent.

A SIM for every need

Mobile telecommunications have replaced fixed phone
lines as the preferred means of communication around
the world.

With more than 1.6 billion SIM cards in use today, the
technology is in the hands of a vast spectrum of people
with widely varying needs and means. Gemplus is deve-
loping products to meet every one of those needs across
a broad price range.

New levels of SIM performance bring
greater client and user benefits

In some advanced countries SIM penetration is nearing or
exceeding 100%. In these cases, the challenge for ope-
rators is no longer to acquire new customers, but to retain
existing subscribers and encourage them to use more
data services.

To achieve this, increasingly powerful 3G card platforms
are being unleashed on the market, with up to 1 gigabyte
(GB) of memory storage and high-speed data transfer.
With the (U)SIM card at the heart of the user experience,
these powerful branding tools are enabling a steady
stream of new features, more exciting content and greater
convenience.

With worldwide experience in 3G roll-out, Gemplus is at
the forefront of this move, supplying more (U)SIM cards
than any other player.

GemXplore enables mobile multimedia
Unveiled in 2005, the GemXplore Generations card is our
trailblazing response to the demand for increased function-
ality, with versions offering greatly enhanced connection
speeds and storage capacity (up to 1GB and more). Ope-
rators can manage their mobile services remotely while
allowing end-users to store all their personal and multimedia
content, an important benefit when they change handsets.

MILLION SIM CARDS
SUPPLIED IN 2005

L GETTING MORE
FROM YOUR MOBILE
Subscribers can

get an increasing range
of innovative services like
mobile TV and video
using Gemplus’s high
powered SIM cards.

17
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This card helps operators to reinforce their brands by offe-
ring innovative services and managing exclusive content,
including storage of multimedia messaging services (MMS),
secure access to mobile TV, multinetwork access control,
mobile payment, digital rights management (DRM), secure
contactless applications and other innovative features.

In February 2005, we showed the first proof of concept with
France’s Bouygues Telecom during the World GSM Con-
gress. A few months later we enabled Orange to deploy
the first commercial 128MB multimedia SIMs, so that their
subscribers could access multimedia services such as
video clips directly from their handset.

Faster, more reliable data transfer

Exploiting the high data transfer speeds enabled by the
3G network, Gemplus and 3 Hong Kong managed the first
remote download of a data applet to a SIM card in January
2005. Such high speeds enable mobile operators to maxi-
mize the potential of large (U)SIM cards, offering faster,
more reliable card administration and the power to down-
load full applications. For end-users this means access to
the services and content they want, and the ability to update
and delete them when they like.

Also in Asia, Gemplus delivered a SIM-based branding
solution to VIP customers of China Mobile enabling them
to view and download VIP service menus on their mobile
phones.

Supporting fast-growing regions

The next billion SIM card users will come largely from the
developing countries, creating new challenges. Operators
here demand large quantities of reliable products as well
as expertise, training and complete solutions for rapid roll-
out to their subscribers. At Gemplus, we provide cards and
value added services to satisfy many segments in these
countries. Our expertise with SIM logistics and manage-
ment, backed by innovative business models, allows ope-
rators with tight deadlines to test solutions on a pay-per-use
basis, or to outsource card and service management to us.

Mobiles as payphones

Many developing countries are deploying mobile tele-
phony to overcome their lack of fixed line infrastructure.
In Nigeria and South Africa, small entrepreneurs are now
turning cell phones into payphones, and thus giving many
millions of people their first access to telephony. Nigerian
operator Vmobile, for example, chose Gemplus and our

GEMXPLORE
GENERATIONS

Our ground-breaking SIM card
has more processing power,
state-of-the-art features and
up to 1GB of memory.
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partner SharedPhone to provide a SIM-based application
that allows traders to resell airtime, so that their customers
can use a normal GSM handset as a public payphone.

Customized solutions to target

precise needs

We worked with France Telecom to deliver the first SIM
cards for GSM mobile telephony in 1990. Ever since then,
we have listened to our clients, studied their needs, and
collaborated with them to develop solutions adapted to
their customers’ widely varying needs.

Our professional services unit, Gemplus Global Services
(GGS), continues to deliver solutions precisely tailored to
operators’ requirements based on products and technology
from Gemplus and our partners. These include client and
client-server applications, as well as a range of software
(for card, service and device management, phonebook
synchronization, etc.) to sustain wireless operator growth
in the multimedia arena.
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SIM revolution
“GemXplore Generations offers our clients

increased flexibility for the provision of new services.
Our new, improved SIM will help them make the most
of this strategic and uniquely placed part of their
network in the hands of their customers”.

Philippe Vallée, Chief Technology Officer, Executive
Vice-President, Product & Marketing, Gemplus.
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The multimedia SIM launch by the Orange group exempli-
fies the benefits of this kind of partnership with our clients.
However, not all users want cutting edge services, and
when TD Switzerland launched its low frills “yallo” service
in May 2005, it chose Gemplus to deliver “yallo” SIM cards
and personalization services directly to their customers.
Our experience and technology in SIM and service mana-
gement is helping operators to reduce their operating
costs and limit infrastructure investment while continuously
increasing the value and service offered to their subscri-
bers. As the industry leader in OTA platforms, we have
opened hosting centers in the US, France, South Africa
and Singapore. These deliver round-the-clock services for
SIM cards in the field, including remote file and applica-
tion management.

GEMCONNECT OTA
Operators use our solution

to help reduce costs, ensure
revenues and keep customers
interested in their services.

Xwxpress

CAMPANGN TECHMGL DO

l 8 6 ACTIVE OTA PLATFORMS
NOW INSTALLED

The challenge of Public Telephony

Gemplus remains a leader in the public telephony sub-

segment. Having offered long-term industrial and mar-
keting support to operators, helping them to improve
efficiency and usage, we have gained widespread cus-
tomer recognition for our performance and service.

Yet public telephony is shifting, and with users tending to
migrate towards mobile services many operators are left
with fewer subscribers. This commodity business is also
subject to increasingly intense competition, so although
we had broadly anticipated a decline for 2005, in reality it
was steeper than predicted.

Against this general picture, however, there are some
exceptions where demand continues to be emerging or
buoyant, for example in Turkey and Morocco. Thus in 2005
we participated in the launch of three new public tele-
phony networks where operators are continuing to reap
the benefits of our technology.



Security, convenience and speed are the key benefits of our

solutions across a broad array of applications.

A secure card for every transaction
Gemplus is the partner of choice for major clients in the
Financial Services sector (banks, credit card issuers,
third party processors, retailers and pay TV operators)
as well as mass transit authorities and operators, as
they grow their businesses through applications and
services enabled by secure cards.

Fighting fraud and enhancing security
Card fraud is a major concern for issuers. To combat this
threat, and to boost security and convenience for their
customers, many of them are migrating to EMV, the indus-
try standard for debit and credit cards. Indeed all regions
in the world outside the US have begun this migration, or
have plans to do so.

In this propitious context Gemplus is growing faster than
the competition®, doubling our shipment of banking cards
in just two years between 2003 and 2005. This positions
us as one of the top 25@ enterprise companies in the
world delivering technology to the financial services sector
and as a leading provider of secure card-based financial
solutions.

We are the only card vendor present in all four of the key
EMV countries issuing the largest numbers of cards. In
2005 we delivered many tens of millions of cards to major
UK banks, while major French and German issuers also

(1) Based on Eurosmart figures.
(2) According to “American Banker” magazine, November 2005.

PROVIDER

OF VISA MINI

AND MASTERCARD
SIDE CARDS

SECURE ON-LINE
AUTHENTICATION
GemAuthenticate is

a complete solution

for securing access

to sensitive Internet
services like e-banking
and e-commerce.

chose us to produce their payment cards. In addition, we
supplied EMV cards in Japan through our partner Toppan.
We also delivered lItaly’s first mass volumes of EMV cards
to Setefi (an Intesa affiliate) and the first new generation
of MasterCard® cards in Russia to Surgutneftegazbank.
Card issuers from Asia to Latin America, meanwhile, have
opted for “GemSense”, Gemplus’s EMV card personal-
ization solution.
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Shoppers can buy with greater
confidence when they pay with
secure cards.
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Foiling phishing

“Phishing” - sending fraudulent emails that
request personal and financial details - is a genuine
threat to banks. Gemplus is helping them fight
back with GemAuthenticate, our ground-

breaking end-to-end solution comprising cards
and personalization services, readers and
authentication server. In fact we were the first
card vendor to receive a positive evaluation from
MasterCard® for secure authentication of users of
web-based resources.

Innovation boosts usage

Issuers the world over are seeking to attract new card-
holders and increase card usage. To help them do this,
they demand innovative cards often targeted at precisely
defined user profiles. At Gemplus, we are enabling our
clients to stand out from the competition with a steady
stream of creative card bodies (tactile cards, perfumed
cards, special visual effects, unusual shapes, etc.) and
packaging options.

In 2005, and for the second year in a row, Gemplus won the
prestigious ICMA®™ award for best financial card design,
this time for the Yan Oi Visa Classic™ card we created for
ICBC, one of China’s leading banks. Meanwhile, Groupe
Caisse d’Epargne™, a leading French bank, chose Gemplus
for the launch of the country’s first translucent payment
cards aimed at the 18-25 age range.

While this kind of innovation enhances the perceived value
of a card, activation rates rise when it can be genuinely
personalized. Our CardLikeMe solution allows end-users to
choose their own picture on their payment card.

Farewell to cash?

Contactless cards are the wave of the future. Banks,
retailers, mass transit authorities and governments are
considering various contactless technologies in order
to improve speed and efficiency at terminals and to trim
maintenance costs. Gemlinstant PayPass, our state of the

(1) ICMA: International Card Manufacturers Association.



PLASTIC FANTASTIC
We help our clients stand
out from the competition with
innovative card designs.

art contactless solution, was fully certified by MasterCard®
International in July 2005 and is already being used by
one of North America’s top ten banks. This solution
simplifies small value payments in venues where speed
is of the essence, letting users simply tap their cards on
specially equipped terminals to transmit their account
details securely.

In the mass transit sector, we have delivered more than
5 million GemEasy cards to SPTrans, the Sao Paulo public
transport operator, for their ticketing system. 16,000 buses
now accept them for faster, more efficient fare checking.
Prepaid gift cards, meanwhile, are increasingly popu-
lar in many countries. More than 650 million are issued
annually in the US alone. Gemplus now offers a one-
stop option, with card manufacturing, personalization
services, packaging and shipment, either to the card
issuer or directly to the end-user.

New opportunities, new models

Looking beyond security and payments, our solutions now
offer a huge range of additional functions enabling brand
differentiation and new sources of revenue. Banks migrating
to EMV, for example, are starting to use these cards for cus-
tomer profiling and relationship management. Other issuers
are benefiting from the technology to deploy next-generation
services such as loyalty programs, online authentication,
e-banking™ and m-banking® solutions.

In 2005 we delivered cards combining payment and loyalty
applications to customers in Turkey and the United Arab
Emirates, as well as in Europe, Asia and Latin America.
We also partnered with Mexico’s Banco Azteca in its roll-
out of one of the world’s first biometric smart payment
cards. These cards store customers’ photographs and
biometric data for identification and payment at Grupo
Elektra stores.

STYLISH CARDS MAKE
o | THE DIFFERENCE

BT | The French bank Groupe Caisse

C—— H d’Epargne uses our mandarin
-I - rl_‘_l?_l tinted translucent cards to attract
S younger customers.

(1) “e-banking”: banking via the Internet using a fixed phone line.
(2) “m-banking”: mobile banking.
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Identity and security are key concerns for governments

and enterprises worldwide.

Protecting assets and people

Gemplus is a major supplier of ID and security solu-
tions embodying card-based and other technologies. This
sector spans two separate though related segments:
Government ID and Enterprise Security.

The Government ID segment covers a broad array of iden-
tity concerns, from passports to national ID, drivers’ licen-
ses, vehicle registration, welfare, social security and citizen
cards. Contact and contactless secure card technologies
are emerging as the most effective means of storing and
managing identity credentials in all these sectors.

In the Enterprise Security segment, electronic applications
and communications are increasingly crucial to the way
corporations manage relationships with their suppliers,
partners, customers and employees. But these technolo-
gies lay them open to new forms of security breaches,
posing a severe threat to their operations. Tougher inter-
national regulations, too, are forcing them to maintain
audit trails and other forms of accountability, demanding
more effective technologies to monitor the activities of
their personnel and outside partners.

Making government more secure

Secure ID cards, contact or contactless, are gaining
widespread acceptance by government agencies as an
effective response to the need for improved security and
identity authentication. These cards can combine secure

CONTACTLESS
PASSPORTS BRING
SECURITY AND
SPEED
Governments
worldwide are
deploying a new
generation of
passports offering
their citizens greater
security.

printing features with microchip technology, allowing
both physical and digital identification of an individual.
Key benefits include greater convenience for holders of
ID cards and passports, lower costs and reduced paper
administration.

For e-passports in particular, the International Civil Avi-
ation Organization (ICAO) is pushing forward standard-
ization initiatives, forcing US Visa Waiver Program (VWP)
countries to comply with its specifications for biometrics-
based contactless passports by October 2006.

Deploying powerful, proven solutions

With over a decade of experience in designing identity
solutions for countries all over the world, we have invaluable
expertise in the different cultures and IT infrastructures that



distinguish the Government ID segment. We augment our
solutions with consulting and training programs essential
to successful implementation. It was therefore no surprise
that our e-passport products were ranked first in terms of
performance during the ICAO interoperability sessions in
2005. Oman and the United Arab Emirates are deploying
Gemplus’s advanced “ReslDent” national ID card solution.
This uniquely delivers a pre-integrated subsystem enabling
rapid and efficient implementation.

In 2005 Gemplus also announced customer wins in
Singapore (e-passport), France (e-visa), China (e-port)
and India (vehicle registration ID).

Securing physical and IT assets

in the corporate and government sectors
In today’s increasingly complex, technology-driven busi-
ness environment, IT systems can be very varied, and
different identities need to be managed in different ways.
This means that employees are often forced to juggle
simultaneous access control to buildings, email, corpo-
rate databases and enterprise applications — an incon-
venient and complex situation that results in lowered
productivity. A secure badge system presents a unique
and flexible platform for consolidating physical and digital
identity credentials and employee services into a single
portable medium. Not only does it provide strong user
authentication, it also creates convenience and simplicity for
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Setec brings enhanced
e-government expertise
In June 2005, Gemplus acquired the Finnish

company Setec Oy, a world leader in identity,
e-passport and polycarbonate secure

printing technologies. Not only does Setec
substantially enhance our capabilities in these
fields, but it also brings access to impressive
references in the Nordic region. These include
the Finnish e-ID card as well as e-passport
programs in Sweden, Denmark and Norway.
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users. “SafeslTe”, Gemplus’s secure identity management
system, helps corporations and government agencies iden-
tify, authorize and control an individual’s activity within their
physical and IT space. It is available in many forms such
as cards, Universal Serial Bus (USB) keys and One-Time-
Password tokens compliant with the OATH® framework. It
also encompasses all the components for an end-to-end
security solution, including readers, client middleware, card
management system, related services and training.
“SafeslTe Enterprise” is proving highly successful in this
fast-growing segment and is being deployed by several
Fortune 100 companies, including Boeing and Pfizer.

SafeslTe Government enables compliance
with US Federal Agency standards

The US Federal Government was an early adopter of
secure card technology for the identification of govern-
ment employees, using an advanced security standards
framework. The Bush Administration's Homeland Secu-

BIOMETRIC PASSPORTS
Setec’s e-passports

use laser engraving on
polycarbonate plastic and
other security features,
making them practically
impossible to forge or
change.

MILLION CARDS DELIVERED
TO THE US FEDERAL GOVERNMENT
OVER SECURE CARD PROGRAM

rity Presidential Directive 12 (HSPD-12), issued in 2004,
orders all federal agencies to issue “secure and reliable
forms of identification” to employees and contractors.
The directive carries a recommendation in favor of smart
card technology. In response to HSPD-12, the National
Institute of Standards and Technology (NIST) published
the Federal Information Processing Standard (FIPS) 201
in 2005. Even before the emergence of FIPS 201, we had
several pertinent references including the Department of
Defense’s Common Access Card (CAC) program, and
the Transportation Security Administration (TSA) Trans-
porter Workers Identity Credential (TWIC) program.

We therefore responded by building an interoperable
solution specifically designed to help federal agencies
comply with this mandate. “SafeslTe Government” deli-
vers a pre-integrated and pre-assembled subsystem that
mitigates complexity and sets systems integrators free to
focus on the big picture: delivery of the total FIPS 201
identity management system within the legacy environ-
ment of federal agencies.

(1) OATH: Initiative for open authentication.



Secure card interfaces are vital
to trusted electronic transactions.

POCKET-SIZE
SECURITY

Our GemPocket reader
gives individuals secure
access to websites using
a one-time password.

A global leader in secure card interfaces
Gemplus is a world leader in secure card interfaces inclu-
ding readers, chipsets, contactless interfaces, USB tokens,
dongles, etc. In 2004 we had an installed base of over ten
million units in this segment.

We supply the world’s largest range of reliable, certified,
user friendly, cost efficient readers for banking and e-tran-
saction security, e-purse, vending, loyalty, healthcare, and
logical and physical access control.

This includes the GemPC series of PC-connected devices
used not only for IT security, e-government and business-
to-business but also in the fast growing home banking
and e-commerce segments.

We have also launched a new line of hand-held readers
offering dynamic One Time Password authentication.

MILLION SECURE CARD INTERFACES
. SHIPPED WORLDWIDE EVERY YEAR

London 17:30
Banks have more
confidence about
sharing data online
when they use our
security solutions.

Securing banks’ data transactions
Financial institutions increasingly require solutions
that secure their business to business transactions.
In the UK, four of the main banks are using Gemplus’s
PcLink reader to secure the exchange of information
with their subsidiaries and other banks.

In this maturing growth segment for secure interfaces,
we also offer chipsets embedded in computer
keyboards. These serve essentially the same purpose
as PcLink, and use secure architectures like Public
Key Infrastructure (PKI).
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Our extensive partner network allows us to respond swiftly

and creatively to our clients’ needs.

Partner programs

One of the best ways to create value for our clients is to
tailor complete solutions for them. That's why Gemplus
places a high priority on building partnerships with third
party experts. Our two main groups of partners, the Gem-
plus Expert Network (GEN) and Gemplus Wireless Part-
ners, play a key role in our drive to enhance client offer-
ings in the secure card market, enabling them to develop
new business opportunities.

Gemplus Expert Network

We have been building the Gemplus Expert Network,
comprising selected value added resellers, technology
partners and distributors, since 1995. It now includes
more than 100 leading vendors serving the finance and
security industries addressing areas like banking, govern-
ment, retailing, enterprise, healthcare and transportation.
Within this program, we help our partners to grow by pro-
viding comprehensive high quality products, sales and
technical support and the tools they need to build their
business. We can tap their experience and know-how
to support our clients locally and help them develop a
wide range of solutions, plus applications like loyalty and
biometrics.

These partnerships also help our clients leverage their
existing infrastructure (cards, terminals and back-end
systems) and expand their offering to new areas, thus

attracting new customers and boosting card usage and
revenues.

Welcome, for example, has been a Gemplus partner since
1999, with Gemplus holding a 49% stake in the company.
As a specialized developer of payment software it adds
customer-centric enhancements to EMV cards, terminals
and infrastructure, winning the “ROI of the Year” prize in
The Banker Technology Awards 2004. Welcome’s XLS
solution was the world’s first EMV application to win formal
recognition for its role in reducing costs and increasing
revenues.

In south-east Europe, our regional partner Printec is using
our GemValue range of cards to deliver Welcome’s XLS plat-

PARTNERING

FOR SUCCESS

The Gemplus Expert
Network comprises
over 100 leading
vendors in the finance
and security industries.




PARTNERS AROUND
OVER THE WORLD

form to the National Bank of Greece, in order to roll out the
country’s first large scale EMV and loyalty program.

In Uzbekistan, our partner BGS is using our cards to pro-
vide an updated interbank payment system, deploying its
DUET solution countrywide. BGS plans to have delivered
some three million cards and 10,000 terminals by the end
of 2006.

Another long-standing partner, Marshal, is a major distri-
butor of cards and applications in the Middle East. The
relationship successfully combines their local expertise
with Gemplus’s R&D resources and world-class techno-
logy. From selling 50,000 cards a year, Marshal has now
topped one million cards per year with software applica-
tions for loyalty and petroleum. The major supplier to the
financial services sector in Oman, Bahrain, Qatar and
Kuwait, Marshal recently joined forces with Gemplus on a
new initiative, this time using our GemAuthenticate and ID
and Security solutions.

Wireless Partners
We have also opened our software offering to third par-
ties for integration into overall customer-specific appli-

cations in the Telecom sector. For example, Gemplus
software now features in Hewlett Packard’s Mobile Ser-
vice Delivery Platform (MSDP). This is an integrated suite
of software products and solutions from HP and its part-
ners that enables mobile network operators to develop,
deploy and manage mobile voice and data e-services
quickly and cost-effectively.

Similarly, VimpelCom, Russia’s no. 2 mobile network oper-
ator, picked Gemplus and Celltick Technologies Ltd., the
market leader in idle-screen applications and interactive
mobile broadcast, for the commercial launch of their
new “Chameleon” application, sending news headlines
directly to the subscriber’s handset.

PRINTEC

VISA CARDS

The National Bank

of Greece is using
solutions from Gemplus
and our partners

to roll out the country’s
first major EMV program.
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WE ARE COMMITTED TO WORKING

FOR A SUSTAINABLE WORLD

AND THE WELLBEING OF EMPLOYEES

AND COMMUNITIES.

Our commitment to high standards of social and environ-
mental responsibility is a hallmark of Gemplus’s vision of
sustainable development, reflecting our concern to safe-
guard the long term interests of all our stakeholders.

Working to preserve the future

We now have a fully functioning committee responsible for
integrating corporate social responsibility (CSR) issues into
our business processes, comprising representatives from
all sectors of the company. In a major initiative in 2005,
we sought to deepen our understanding of our stake-
holders’ expectations regarding CSR and to identify areas
for improvement. As a result, we put in place a roadmap to
measure social and environmental aspects of our activity,
to plan the implementation of key initiatives and to improve
both external communications and internal awareness.

Customer satisfaction

Our proactive “Tell Me” listening process, now in its fourth
consecutive year, is the key to enduring relationships with
our clients. Based on best practices in the field of business
to business relationship management, “Tell Me” measures
our clients’ confidence in us, allowing us to identify and
address their needs and concerns. Survey themes include
Gemplus’s business management, products and solutions,
order fulfillment, information flow, ability to solve problems
and capacity to innovate.

We integrate these survey findings into our business
processes. They also serve to formulate key performance
indicators and improvement targets across the entire
organization. lllustrating the depth of our commitment
to the process, record numbers of Gemplus staff took
part in the 2005 survey, conducting more than 350 inter-
views. Clients have expressed their appreciation of
“Tell Me”, which is now a central part of our customer-
driven strategy.

The results of the 2005 survey, announced in November,
showed the highest ever year-on-year increase in our
clients’ level of confidence, and a record high overall.
While there is room for further improvement, we appear to
be on the right track.

CUERNAVACA

In 2005 our facility

in Cuernavaca, Mexico,
achieved its first ISO
14001 certification, the
international standard
for Environmental
Management.




Responsible purchasing

Solid, long-term relationships with suppliers based on
trust are vital to first-class execution in all areas of the
company’s business. In particular, we require key sup-
pliers to sign Framework Supply Agreements setting
guidelines including relevant social and environmental
standards. These spell out the terms of our global pur-
chasing relationships. Our Buyer's Charter summarizes
the rules by which all members of our purchasing func-
tion are expected to work, regardless of their location.

Minimizing impacts

We are committed to minimizing the impact and risks of
our activities and products throughout their life cycle.

In manufacturing, we have significantly improved our per-
formance against key metrics, notably at our French sites.
In the period between 2002 and 2004 we reduced energy
consumption by 14% and water consumption by 40%.
We also recycled 65% of our waste.

In addition we formulated internal standards and guidelines
for integrating ecological concerns into R&D processes.
We work closely with clients, suppliers and trade bodies
to comply with key legal requirements in the field of sus-
tainable development, including the European direc-
tives on Reduction of Hazardous Substances (RoHS)
and Waste of Electrical & Electronic Equipment (WEEE).
Third party analysis found our products to be fully com-

ECO-READER
GemPCtwin is the first
reader developed in
partnership with the French
Environmental Agency
according to eco-design
criteria.

pliant with current standards in terms of toxicity. We
provide recovery and recycling services to clients on
request, and are engaged in ongoing programs to
comply with national recycling schemes and product
end-of-life regulations.

In 2005, our US (Montgomeryville) and Mexico (Cuerna-
vaca) sites successfully achieved their first ISO 14001
certification, bringing the total number of our facilities so
certified to 9 out of 10.
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Eco-design

Following end-to-end analysis of the life cycle of

our plastic card bodies, we have developed an eco-
reader “GemPCtwin” (see previous page), an “Earthcard”
(see opposite page) and “GemScratch” paper.
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! - GEMSCRATCH
e This ecological

alternative to plastics

e -
based materials
i significantly reduces
B the end of life impacts
compared to PVC
cardbodies.

Community initiatives

We encourage company and employee initiatives that
positively contribute to the well-being of local and region-
al communities. Examples include giving time, money,
expertise, manpower and other forms of support.

Most notably, our employees expressed their solidarity
with the victims of the south Asian tsunami at the begin-
ning of 2005, and with those of Hurricane Katrina in Sep-
tember, by raising funds for the relief efforts. Gemplus
also contributed funds to support victims of the Pakistan
earthquake in October.

For the second year running, we invited employees world-
wide to select a charity for Gemplus to support when
replying to an internal employee satisfaction survey.
Local Gemplus initiatives included sponsorship of the
famous Marseille-Cassis half-marathon held in October
near our sites in southern France. 100 employees from
various European countries took part in the run.

Developing Human Resources

Intellectual capital lies at the heart of Gemplus’s continuing
improvement in the fast-moving and highly competitive
secure card industry. Our worldwide training programs
therefore play a key role in achieving our business strat-
egies. They are aimed at improving our employees’ skills
and competencies, as well as sharing knowledge to ensure
the continuity of our expertise.



EMPLOYEE SATISFACTION IS A CENTRAL MANAGEMENT

OBJECTIVE AT GEMPLUS. OUR ACHIEVEMENTS IN 2005 WERE

A DIRECT RESULT OF THE EFFORTS AND CONTRIBUTIONS
OF ALL OUR EMPLOYEES WORLDWIDE.

We have developed an extensive array of internal and
external training programs to adapt to evolving job re-
quirements, and also to preserve and reinforce basic skills
and know-how. We provide 40% of all training internally.

Training tomorrow’s leaders

Our executive level Global Leadership Development pro-
gram, “Gemplus University”, is aimed at high potential
and key senior managers from across the organization,
preparing them for the challenges and opportunities of
the future.

In 2005, participants from 10 countries attended this mul-
ticultural, multifunctional training designed to address our
company’s most significant concerns, including client
focus, market responsiveness and innovation.

Measuring employee satisfaction

Employee satisfaction is a central management objective
at Gemplus. We recognize that our achievements in 2005
were a direct result of the efforts and contributions of all
our employees worldwide. The success of Gemplus is
a goal shared by all, and we place a high premium on
staying constantly attuned to our employees’ concerns
and expectations, mainly through our annual “GemQuest”
survey. Deployed simultaneously in all regions, the sur-
vey supplies the Human Resources department with vital
data that can be used to continue building a satisfied,

EARTHCARD
Gemplus’s “Earthcard”
for banking applications is
made from PET polyester,
an environmentally
friendly and recyclable
alternative to PVC.

motivated workforce. The survey findings provided the
basis for over seventy actions in 2005 aimed at further
enhancing employee satisfaction.

Encouraging diversity

Gemplus knows that a diverse workforce spurs innovation,
so we place a high priority on recruiting and promoting
local talent in all our operating areas. From in-house
diversity training to optimizing the skill sets of multicultu-
ral teams, we value people’s differences and their con-
tribution to our business. Our code of ethics emphasizes
equality, non-discrimination and fairness in our treatment
of employees, clients and suppliers alike.
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THE FLEXIBLE, STRATEGICALLY

PLANNED GEMPLUS PRODUCTION
SYSTEM HELPS KEEP OUR CLIENTS

COMPETITIVE.

Gemplus operates 11 manufacturing sites and 20 per-
sonalization facilities worldwide. These are strategically
located in our main geographic areas, providing optimum
security and flexibility for both clients and end-users.

Worldwide, world-class

Our manufacturing is organized under the Gemplus Pro-
duction System (GPS), a coherent, flexible, global tool
designed to produce secure, high-quality products, swiftly
and reliably, in response to the needs of our clients.
Through GPS, we are implementing lean techniques in
all our facilities, both for the products and for the data

ASPIRING

TO EXCELLENCE
Our production
processes are
subject to continuous
improvement aimed
at achieving world-
class standards.

processes essential to production and personalization.
This is driven by our strategy of continuous improvement
targeting world-class standards.

Driving down costs

GPS has created efficiencies and economies of scale that
are making us more competitive and flexible. For example,
we can ship SIM manufacturing machines across the
globe to ramp up production rapidly wherever demand is
greatest.

In 2005 we further cut SIM production costs, and our
plants are now among the lowest-cost in all major regions.
Through restructuring we boosted efficiency in our PVC
cards business, and we are achieving the critical mass to
operate even more efficiently in secure banking cards.

We are also significantly diversifying supplies of our key
raw material, silicon.

Investing for growth

In Europe we grouped PVC secure card manufacturing
into a single state-of-the-art location in Havant, UK. In
doing so, we transferred there work previously performed
at our Herne site, in Germany, which has been closed.

In late 2005 we opened a new personalization center
in Moscow, reflecting our ambitions in Russia, one of Euro-
pe’s most promising countries for telecommunications
and banking. In the US, one of the world’s largest areas





