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July 28", 2005

SECURITIES AND EXCHANGE COMMISSION
Office of International Corporate Finance
Division of Corporation Finance

450 Fifth Street, N.W.

Washington, D.C. 20549

US.A

RE: Schneider Electric S.A.
Submission Pursuant to Rule 12g3-2(b)
File No. 82-3706

Dear Sir or Madam:

On behalf of Schneider Electric S.A. (the "Company"), we hereby submit,
pursuant to Rule 12g3-2(b) of the Securities Exchange Act of 1934 (the
"Exchange Act"), an English language version and brief description of the
following documentation which the Company has made public pursuant to
French law, filed with a stock exchange (and which was made public by that
stock exchange) or distributed to its securities holders:

e Pressreleases:
- Schneider Electric enhances its position in customized sensors
with agreement to acquire BEI Technologies (Annex 1)
- Schneider Electric enhances its position in customized sensors
with agreement to acquire BEI Technologies (presentation)
?R@CESSED (Annex 2)
f - Financial Information: strog growth in first-half 2005 results, sales
Us 03 2005 + 9%, operating income +17%, net income +15% (Annex 3)
- 2005 haf year results, Paris, Juy 29, 2005 (Annex 4)
HOMSON
N\ FINANCIAL e Miscellaneous:
- Interim report, June 30, 2005 (Annex 5)
- Letter to shareholders (issue # 23) (Annex 6).

Pursuant to Rule 12g3-2(b)(4), these materials are not deemed "“filed"
with the Commission or otherwise subject to the liabilities of Section 18 of the
Exchange Act. Furthermore, pursuant to Rule 12g3-2(b)(5), submission of these
materials does not constitute an admission for any purpose that the Company is
subject to the Exchange Act.

Schneider Electric SA

Société anonyme au capital de 1 809 553 416 € 542 048 574 RCS Nanterre

Sieége social : 43-45, boulevard Franklin Roosevelt Siret : 542 048 574 01775
F-92500 Rueil Malmaison - France Code APE 741 J

Tel. 33 (0)141287000 N° ident TVA : FR 01 542 048 574

Fax 33 (0)141297100
http://www.schneider-electric.com
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Please do not hesitate to contact the undersigned (collect) at
33.1.41.29.88.33 if you have any questions in respect of this matter. Finally, |
would greatly appreciate your acknowledging receipt of this letter and the
enclosure by stamping the enclosed copy of this letter and returning it to me in
the enclosed self-addressed, stamped envelope.

Very truly yours,

a . ( At T
Secre‘aﬁilo‘ % % e Board Jf

Mr Philippe BOUGON
"



Press Release

Schneider Electric Enhances Its Position In
Customized Sensors With Agreement to Acquire
BEI Technologies Inc

Rueil-Malmaison, France, July 22, 2005 - Schneider Electric (Euronext: SCHN) and
BEI Technologies Inc. (Nasdaq: BEIQ) announce today that they have reached a definitive
agreement for the acquisition by Schneider Electric of all the shares of BEI for $35 per share in cash.
The transaction, which is recommended by the board of directors of BEI, values the company at
approximately US$ 562 million including net financial debt of approximately US$ 29 million.

BEI Technologies is a leading specialist in customized sensors with annual sales of more than
USS$ 300 million. This acquisition, which is subject to certain conditions, fits Schneider Electric’s
strategy of selective targeted acquisitions to build up attractive growth platforms for the group in
markets adjacent to its core historical offerings.

BEI Technologies: a leading specialist in customized sensors with strong growth potential

- Technology leadership with strong capabilities in the quartz sensing technologies

- Demonstrated ability in adapting technologies to different end markets and applications

- Strong positions in key end-user markets (transportation, aero-defense and industry) via long
term relationships with large and diverse customers

- Solid growth track record with a 15% compounded annual organic growth in sales since 1997

- Well established leader in the fast growing inertial sensors market which will benefit from
increased penetration of Electronic Stability Control in automotive

- Strong new product pipeline focusing on next sensing generation

A transforming acquisition for the customized sensors platform

Customized sensors represent a significant growth opportunity for Schneider Electric. The targeted
market has a size of US$10 billion and is growing at 7% to 8% per annum driven by (i} heightened
focus on security, guidance and control of applications in transportation, aero-defense and industry,
(ii) increasing penetration of automation and embedded intelligence in applications with growing
need for high precision sensors, and (iii) development of control and diagnostic by electronic
measurement (microprocessor).

The acquisition of BE! Technologies will create a sizeable and valuable leading customized sensors
platform with doubled size and earnings growth prospects. This platform, which already includes
Crouzet Automation and Kavlico, will strongly benefit from their respective market positions and
technologies. It will provide the most comprehensive range of products based on cutting-edge
technology, with leading market positions in inertial sensors (# 1 worldwide in quartz technology for
gyros), position sensors and pressure sensors for the transportation, aero-defense and industry
markets.

Investor Relations :
Schneider Electric
Alexandre Brunet

Media contact :
Schneider Electric
Véronique Moine

Media contact :
DGM
Michel Calzaroni

Il Meriin Gerin Olivier Labesse
tel. +33 (0)1 412970 71 tel. +33 (0)1 41297076 tel. +33 (0)1 40 70 11 89
fax +33 (0)1 41297142 fax +33 (0)1 41297195 fax +33 (0)1 40 70 90 46

www schneider-slectric.com

ISIN: FR0O000121972
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An acquisition supporting Schneider Electric’s growth strategy

Henri Lachmann, Chairman and CEO of Schneider Electric, commented: “This acquisition of a
leading customized sensors specialist with strong brand names and excellent reputation for
innovation and performance is a breakthrough for our customized sensors platform. BE| brings us
outstanding competencies and significant potential for cross-fertilization with Crouzet and Kavlico.
We are confident that our platform will now benefit from critical size and have the ability to set the
Standards in the attractive customized sensors market.”

Charles Crocker, Chairman and CEOQ of BEI Technologies commented: “We believe the combination
of BE! and Schneider Electric will establish a strong platform that will create significant new
opportunities to accelerate sales and marketing, technology, research and development, and
expansion of sensors based products in the marketplace.”

Transaction details

Under the terms of the proposed transaction, Schneider Electric, via a wholly-owned acquisition
subsidiary, will make a tender offer to acquire all of the issued and outstanding shares of
BEI Technologies for a price of $35 per share in cash. Following successful completion of the tender
offer, any shares of BEI Technologies that have not been tendered will be acquired in a cash merger
at the same price. It is further proposed that, after acquiring BEI Technologies shares pursuant to the
tender offer, Schneider Electric’s acquisition subsidiary merge with and into BEI Technologies.

The Boards of Directors of each of Schneider Electric and BEI Technologies have authorized and
approved the proposed transaction. The Board of Directors of BEI Technologies has (i) determined
that the tender offer is fair to, and in the best interests of, BEl Technologies’ stockholders and
(ii) resolved to recommend that BEI Technologies’ stockholders tender their shares in the tender
offer and, if applicable, approve the merger. In addition, Charles Crocker, the Chairman and CEQ of
BEI Technologies and its largest stockholder with approximately 19.6% of its outstanding shares,
has committed to tender all of his shares to Schneider Electric in the transaction.

The consummation of the transaction is subject to certain conditions, including the tender of a
specified number of the shares of BEI, regulatory approvals, and other customary conditions.
The closing of the transaction is expected by the 4™ quarter of 2005.

Notice to Investors

This announcement is neither an offer to purchase nor a solicitation of an offer to sell securities. The
tender offer for the outstanding shares of BE! Technologies common stock described in this
announcement has not commenced. At the time this tender offer is commenced, the acquisition
subsidiary will file a tender offer statement with the Securities and Exchange Commission, and
BEI Technologies will at or promptly following the time the tender offer is commenced file a
solicitation and recommendation statement with respect to the tender offer. The tender offer
statement (including an offer to purchase, a related letter of transmittal and other offer documents)
and the solicitation/recommendation statement will contain important information that should be read

¥ Meriin Gerin
¥ Square D
¥ Telemecanique

Investor Relations :
Schneider Electric
Alexandre Brunet

tel. +33 (0)1 41 29 70 71
fax +33 (0)1 41 29 71 42

www . schneider-electric.com

ISIN: FR0000121972
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Press Release (p. 3)

carefully before any decision is made with respect to the tender offer. Those materials will be made
available to BEI Technologies stockholders at no expense to them. [n addition, those materials (and
all other offer documents filed with the Securities and Exchange Commission) will be available at no
charge on the Securities and Exchange Commission's website at hitp://www.sec.gov/.

Forward-looking statements

Statements about the expected effects on Schneider Electric of the acquisition of BEI Technologies,
statements about the expected timing and scope of the acquisition, statements about estimated
synergies and integration costs and all other statements in this release other than historical facts are
forward-looking statements. Forward-looking statements include information about possible or
assumed future financial results and usually contain words such as "believes,” “intends," "expects,"
"anticipates," "estimates”, or similar expressions. These statements are subject to risks and
uncertainties that may change at any time, and, therefore, actual results may differ materially from
expected results due to a variety of factors, including but not limited to, the satisfaction of the
conditions to closing of the offer, and Schneider Electric ability to successfully integrate the
operations and employees of BEI, as well as the additional factors which are reflected in the annual
reports of Schneider Electric for the year ended December 31, 2004 and the annual report of BEI (on
Form 10-K) for the year ended September 30, 2004, as well as in their more recent filings with
Euronext and the Securities and Exchange Commission. We caution investors not to place undue
reliance on the forward-looking statements contained in this press release. These statements speak
only as of the date of this press release, and we undertake no obligation to update or revise the
statements, risks or reasons. All forward-looking statements are expressly qualified in their entirety
by this cautionary statement.

About BEI Technologies Inc

BEI Technologies, Inc. is an established manufacturer of electronic sensors, motors, actuators,
rotary optical encoders, linear encoders with associated digital readouts (DROs), and motion control
products used for factory and office automation, medical equipment, military, aviation and space
systems. In addition, sales to manufacturers of transportation equipment, including automobiles,
trucks and off-road equipment, have become a significant addition to the Company's business in
recent years. The Company also manufactures electronic steering wheel position sensors, seat-
memory modules, throttle position sensors, inertial navigation systems, and other devices used in
transportation systems.

About Schneider Electric

Schneider Electric is the world’s Power & Control leader. Through its world-class brands, Merlin
Gerin, Square D and Telemecanique, Schneider Electric manufactures and markets a
comprehensive range of products and services for the residential, buildings, industry, energy and
infrastructure markets. Schneider Electric has 85,000 employees worldwide, operations in 130
countries and recorded sales of €10.4 billion in 2004 through the 13,000 sales outlets of its
distributors.

Schneider Electric:
Give the best of the New Electric World
to everyone, everywhere, at any time

Investor Relations : Media contact : Media contact :
Schneider Electric Schneider Electric DGM
: Alexandre Brunet Véronique Moine Michel Calzaroni
Olivier Labesse
tel. +33 (0)1412970 71 tel. +33 (0)1 41297076 tel. +33 (0)1 4070 11 89
fax +33 (0)1 4129 71 42 fax +33 (0)1 41297195 fax +33 (0)1 40 70 90 46

www.schneider-electric.com
{SIN: FR0O000121972
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Henri Lachmann

Chairman and
Chief Execurive Officer

city for our customers

Dear Shareholder,

At Schneider Electric, we do more than just sell electrical products and automa-
tion systems. We alsc seli energy efficiency, comfort and safety. Building a new
facility is always a major investment, and while a company may be tempted to cut
costs, it can't take the risk, for example, of an elevator breakdown that would pre-
vent employees from getting 1o their offices. Similarly, a carmaker wouldn't want
to see production halted because of an unreliable automation system. And you, in
your own home, certainly wouldn't want to expose your children or grandchildren
to the risk of electrocution.

Uncontrolled, electricity is a hazard, not only for people but also for installations
and the environment. Our business is to ensure energy quality and personal
safety. Since demands vary from one region, country, and market to another, we
need 10 be close 1o our custamers and attentive 1o their expectations and spe-
cific needs.

The initi@tive 2005 campaign fair is designed to respond to these demands and
strengthen our special relationship with customers around the world by anticipa-
ting their needs and presenting not just products, but solutions and services. Our
local partners, who are a key component of our strategy, also attend the event.

In this letter, you'll learn more about Initi@tive 2005. Journalists, financial analysts
and investors were invited to attend the fair in Istanbul, where we spotlighted elec-
tricity management and our specific sclutions in this area. In the next issue, we'll
discuss the technological innovations presented at Initi@tive 2005,

I'm confident in our ability to maintain our leadership in innovation. | hope you
enjoy reading this issue and wish you a pleasant summer.

Q&Quam.\.u.*

Schneider
Electric

Building a New Electric World
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niti@tive 2005

From Sao Paulo to Istanbul
of the best of the New Ele:

Under the bright lights of the Andalu-
sian capital, Schneider Electric
unveiled the New Electric World's
technologies and applications for its
key European customers. Held from
May 910 13, the invitation-only event
innovated by allowing visitors to
prepare their own itineraries
depending on their needs and
interests. In testimonials, conferen-
ces, exhibits and demonstrations,
Initi@tive 2005 showcased the very
best of what Schneider Electric and its partners have to offer.

This included the house of the future, featuring automation devices that make
life easier, as well as models of robotic, pumping and lifting devices and the
most recent technological innovations like Altivar 71. These will be presented
in our next letter.

Testimonials from customers who worked with Schneider Eiectric teams to
design effective solutions supported the presentations and gave tangible
examples in a wide range of industries, from airports and office buildings to
machine building and lumber.

Some 4,700 visitors attended the Seville event.

Initi@tive 2005 in Seville, Spain

> & demonstration centers

> 4,700 visitors,
representing 41 nationalities, in 5 days
>3,400 S0.111 of exhibitions >580 BC.M exhibit
of the new electric house
> 48 vooths for Schneider Electric’s
major brands > 408 conferences
> 15 conference rooms,
including a 900 sg.m space
for plenary sessions

> 30 oooths for Schneider Electric
partners

Initi@tive 2005 around the world

Brussels
December 2003

China

Seville Fall 2005
ay 2005 :
Shangai
July 2004

Istanbul
June 2005

April 2005

g
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ctric World

Energy managemem: a burgeoning market

On Thursday, August 14, 2003, in just
nine seconds, nearly 50 million people
in eight US states and part of Canada
were left without power during peak
consumption. A rundown transmission
grid and inadequate monitoring
systems were the probable cause.

Energy management will be a key
challenge in the coming years as fuels
become depleted, energy costs per kWh
rise, power grids deteriorate, processes
become more and more complex and
environmental concerns take center
stage. Users not only want high-quality,
reliable energy, available everywhere
at any time, but they also want increa-
singly efficient, cost-effective power
solutions.

Protection Center (420 to 675VA)
The first 3-in-1 product combining a 30-minute
UPS, a lightning arrestor and mudtiple outlets

Schneider Electrie's dual challenge in
this burgeoning market is to improve
energy cfficiency and provide high-
quality power. The long-term growth
prospects associated with energy
management and the potential to
develop a host of ancillary services make
this market a strategic priority for
Schneider Electric.

Thanks to our PowerLogic® range and
recent acquisitions of MGE-UPS and
Power Measurement Inc., we can
offer extensive expertise in electrical
power management.

Our PowerLogic® and Power
Measurement Inc. solutions enable us
to track, monitor, forecast and manage
all aspects of energy production and
consumption for energy suppliers and
users.

Metering systems can help reduce a
customer's energy bill by 2% to 4% by
indicating where and how power is
consumed. Our solutions can also shave
2% to 5% off operating costs by optimi-
zing consumption and generate resour-
ce savings of at least 10% by increasing
productivity through less downtime.

Comet EX RT (510 11 kVA)
The highest availabiliry and most compact (6U)
UPS systeni in the market

With MGE-UPS, we supply high
availability solutions for critical
applications. These include protection
devices for consumers and professio-
nals, uninterrupted power supplies for
PCs and servers, and protection
systems for companies. We serve
markets that are extremely sensitive
to electrical disturbances, with the
guarantee of high quality services
throughout an installation's lifetime.

Energy performance contract with Carrefour

Carrefour and Schneider Electric have signed their first guaranieed performance
contract to reduce energy consumption in Carrefour Group stores.

This is the first agreement of its type in France. The goal is to reduce the stores' energy
consumption by 10% to 15%, which for one hypermarket corresponds to the annual
consumption of 150 households. Schneider Electric has guaranteed this target, and in
return, Carrefour has committed to making the necessary investments, instaling
equipment, refurbishing when needed, and supporting the deployment of good
practices in its stores. Because of its technical nature, the energy performance project
will be tested in 15 hypermarkets in 2005 and then rolled out gradually across the

different store formats.

Chilling, for walk-in refrigerators and frozen-food displays, is the main area for improvement, as it represents 40% of a hypermarket's
energy consumption. Air conditioning, heating and lighting are also key targets. Aside from generating savings, energy management
solutions will create a more pleasant environment for shoppers and staff and maintain a uniform temperature throughout the stores,

from the freezers to the check-out counters.

The potential energy savings for the Group's hypermarkets totals 113 GWh, equivalent to more than a quarter of the energy

consumption of the city of Paris.

Nathalie Darbellay



Shareholder Agenda

Schneider Electric

v
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= Shares outstandmg 226,194,377

= ISIN code: FR0000121972

= Stock market site codes: SU or SCHN

= Traded on the Euronext Paris First
Market; eligible for the deferred
settlement service

= Par value: €8.00

= Market capitalization: €14.1 billion

July 29, 2005
Second-quarter 2005 sales
interim 2005 financial results

October 20, 2005
Third-quarter 2005 sales

For further information,
shareholders in France may
call the following toll-free
number:

0 800 29 55 14)

www.schneider-electric.com

Schelder

SCHNEIDER ELECTRIC SA

43-45 boulevard Franklin Roosevelt
92500 Rueil Malmaison

Incomorated in France with iimited liability and issued capital
of €1,809.553.416

Registered in Nantere B 542 048 574

Schneider Electric Share/CAC 40 Index

& Over one year
Fune 24, 2004 - Fune 24, 2005
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17 Neiter, not present on photography
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ﬁ New Shareholders' Relations Committee

Following a call for candidates to replace retiring members, Mr. Giroud, Mr, Helie and
Mr. Laurent have joined the Committee. They met with their predecessors at the first
meeting on"May 12. The Company would like to thank Mrs. Saint-Sernin, Mr. Cognat,
Mr. Harcaut, Mr. Marx and Mr. Pfeffer for their insightful comments and involvement
during their terms.

The main areas of discussion in 2004 and 2005 covered:

- Ways to improve the corporate website, especially the financial section.

- Changes in the content, format and frequency of the Letter to Shareholders.
- Organizational procedures for the Annual Meeting.

At the Annual Meeting of May 12, Mr. Aliuaume opened the Q&A session, speaking on
behalf of the Committee and shareholders who had phoned in or sent questions via the
toll-free number and the corporate website.

Design and printing: P. Brunet, Schneider Electric - Michel Jeanne - Puzzle - Photo credits: Schineider Electric photo library, MGE UPS, Carrefour, X.
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M. Gallot

M. Weinberg

The Annual and Extracrdinary Shareholders’ Meeting, chaired by Chairman and
CEO Henri Lachmann, was held on May 12, 2005. Shareholders were invited, in
particular, 1o hear the reports of the Board of Directors and to approve the financial
statements for the year ended December 31, 2004. Prior to the meeting, the Board
co-opted Noél Forgeard as Director to replace Thierry Breton, who had resigned.

During the Meeting, the Chairman reviewed the year's highlights:

- an excellent operating and financial performance, with sales up 18% and net
income up 30%,

- deployment of a new, efficient organization,

- continuation of an aggressive strategy to acquire less cyclical businesses with high
growth potential,

- introduction of the new2 company program, with ambitious financial targets
for 2005-2008 concerning organic sales growth, operating margin, return on capital
employed, payout and gearing.

Shareholders approved all of the resolutions tabled. In particular, they resolved to:
- approve the financial statements for the year ended December 31, 2004,

- distribute a dividend excluding tax credit of €1.80 per share, up 64% from the year
before, to be paid in cash as from May 17, 2005,

- elect Jérbme Gallot and Serge Weinberg as Directors,
- re-elect Henrl Lachmann and René de la Serre as Directors,

-set the annual amount of attendance fees paid to members of the Board
of Directors,

- authorize the Board of Directors 10 buy back the Company's shares, increase
the capital with or without pre-emptive subscription rights, issue shares to
employees who belong to the Corporate Savings Plan and grant shares without
consideration to employees.

The quorum was met (45.0%) and the resolutions were approved by a majority of
between 67.5% and 98.7%.

Schneider
o Electric

Building a New Electric World
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SCHNEIDER ELECTRIC SA

43-45 boulevard Franklin Rooseveft
92500 Rueil Malmaison, France
incorporated in France with fimitad liabitity and

issued capital of €1,809.553,416

Registered in Nanterre B 542 048 574

Giving shareholders the floor

Because of its past, Schaetder Electvic is seen as a cvelical stock. What measures
have been taken to reduce the Company s exposure to economic cveles?

It’s true that we have a cyclical image, which isn’t entirely justified since 60% of our
sales come from newbuilding or capirtal investment and 46% come from
renovation. To reduce our exposure, we need to expand in the residencdial market,
which enjoys steady growth, as well as in our growth platforms. These platforms
comprise less cyclical activities with high growth potential such as energy management,
industrial and building automation and services. We also need to internationalize our
business even more, to take advantage of the fact that the economic situation varies
from continent to continent, and from country to country. Re-balancing our operations
geographically and by market will help reduce our cyclical nature.

I'read i the press vecently that some of vour products werve 1ot refiable, What
mpact has Hirs had on Schmeider Electric’s reputation?

Around the world, when people buy a Schneider Electric product, they know that they
won’t have any problems. We continue to leverage this core competitive advantage in
the marketplace. To keep up with the changing business environment, we have to
become even more demanding with ourselves so we can offer even greater quality.
When we have doubts about a product—and that happens when you’ve got a catalog of
300,000 items—we launch a recall. In the US, for example, we suspected a highly
random defect in an electronic component in one of our residential products. Even
though the possible defect did not in any way compromise the product’s safety, we
immediately recalled the units in North America.

We measure quality. The indicators have improved year after vear, and we believe it is
our duty to continue improving them.

Today, we have more than 1,500 team members trained in Six Sigma methods, which
allow us to identify quality problems, solve them, increase cur quality and reduce costs.
These people are known as quality black belts and green belts.

We will continue to invest and take increasingly systematic action when eventual
problems arise.

What are vour main chatlesiges nd who ave yoruy maiin challengers?
Our main challenges in the medium-to-long term are:

~Technological innovation. We are far ahead of the competition, but we need to make
another quantum leap. We are involved in a single business. We must maintain our
position as the leader and pioneer in what we do. OQur products and services, based on
technological innovation, will drive our growth.

- Greographic coverage. We must absolutely redeploy our entire organization.

- Growth. We have two differentiating advantages in relation to our very high quality
competitors: a single business focus and worldwide coverage. None of our challengers
has our global spread, notably in the emerging markets, nor can they respond as
quickly as we do because of their size.

These are the challenges we have set for ourselves and started to address. We are
working on extremely simple, common sense issues but which represent major
challenges at the industrial and business levels. In the first three months of the year,
our 80,000 employees have already made these challenges their own, as part of the
new? company program.



Financial Information

Strong Growth in First-Half 2005 Results

Sales: +9%
Operating Income: +17%

Net Income: +15%

. High organic growth in sales: +6.4%

. Significant improvement in operating margin: +0.9pt

s Successful launch of the new? company program

s Ongoing geographic repositioning and

continued strategy of selective acquisitions

. 2005 outlook revised upwards

(Rueil Malmaison — July 29, 2005) — The Board of Directors, chaired by Henri Lachmann, met on

July 28, 2005 to examine the first half financial statements ended June 30, 2005.

IFRS figures in € millions First Half First Half Change
2005 2004

Sales 5,399 4,977 +8.5%

Operating income 676 576 +17.3%

Operating margin 12.5% 11.6% +0.9 pt

Net income 413 360 +14.7%

Earnings per share 1.90 1.61 +17.6%

Commenting on the resuits, Henri Lachmann, Chairman and Chief Executive Officer, commented:
“Thanks to its efficient repositioning in emerging markets and new businesses, Schneider Electric
continues to generate high sales growth. This growth, combined with stepped-up deployment of our
efficiency plans, has driven a new strong increase in our half-year 2005 financial results, building on
an already remarkable performance in 2004. The successful launch of the new2 company program
and the strong resonance with all our employees give us confidence in Schneider Electric’s ability to

deliver growth and create wealth.”

Investor Relations:
Schneider Electric
Alexandre Brunet

i Merlin Gerin _ |

W Square D Tel. +33 (0)1 4129 70 71

B Telemecanique Fax +33 (0)1 41 29 71 42
www.schneider-electric.com

ISIN: FR000012197-SU

Press Contact:
Schneider Electric
Véronique Moine

Tel. +33 (0)1 41297076
Fax +33 (0)1 41 29 71 95

Press Contact:

DGM

Michel Calzaroni

Olivier Labesse

Tel. +33 (0)1 40 70 11 89
Fax +33 (0)1 40 70 90 46
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.  SUSTAINED VERY POSITIVE MOMENTUM IN NORTH AMERICA, VERY GOOD
PERFORMANCE IN EMERGING MARKETS.

Schneider Electric’s sales for the first half of 2005 amounted to €5,399 million, a strong growth of
+8.5% over first half 2004 at current structure and exchange rates.

Acquisitions — Kavlico, Andover Controls, Elau and PMI — contributed a significant €172 million to
first-half sales (+3.5%). Currency effects remained negative at €70 million (-1.4%).

On a constant structure and exchange rate basis, sales were up a strong +6.4% in first-half 2005
over first-half 2004, led by the sustained very positive momentum in North America and a very good
performance in emerging countries.

Sales change by geographical region were as follows:

Sales % change Sales % change
(€ millions) 1% Half 1% Half 2™ Quarter 2™ Quarter
2005 constant 2005 constant
Europe 2,725 +2.8% 1,415 +4.7%
North America 1,333 +8.0% 718 +8.9%
Asia — Pacific 917 +8.3% 513 +11.2%
Rest of the World 424 +24.5% 227 +21.5%
Total 5,399 +6.4% 2,873 +8.0%

In the second quarter 2005, sales amounted to €2,873 million, an +8.0% gain at constant structure
and exchange rates, favored by the reversal of the negative seasonal effect seen in the first quarter
in Europe and high biilings in the Rest of the World.

Sales growth remained strong in North America: thanks to its successful sales actions, Schneider
Electric is fully benefiting from a favorable economic environment.

Restated for seasonal effects, growth was higher in Europe than in the first quarter, due primarily to
an upturn in business in Eastern Europe, where sales rose 10% in the second quarter after a difficult
start this year. The trend improved slightly in Western Europe, with mixed performances depending
on countries.

The Asia — Pacific region came back to a high level of growth, in line with targets. Second quarter
sales rose by more than 20% in China, as a confirmation of return to normal levels, started in March
following a weak January and February.

In the Rest of the World, Schneider Electric leveraged its forefront positions to achieve an excellent
performance, fueled by high investments in a buoyant oil and mining market.

Investor Relations:
Schneider Electric
Alexandre Brunet

Press Contact: Press Contact:
Schneider Electric DGM
Véronique Moine Michel Calzaroni

EW Olivier Labesse
Tel. +33 (0)1 412970 71 Tel. +33 (0y1 41 297076 Tel. +33 ()1 4070 11 89
Fax +33 (0)1 41 29 71 42 Fax +33 (0)1 41 2971 95 Fax +33 (0)1 40 70 90 46

www.schneider-electric.com
ISIN: FR000012197-SU




Financial Information (. 3)
Il. STRONG INCREASE IN OPERATING INCOME LED BY ORGANIC GROWTH

Operating income surged +17.3% to €676 million in the first half 2005. This growth is driven
essentially by organic growth and comes on the heels of a 30% year-on-year increase in 2004
compared to 2003, making for a gain of more than 50% over the past two years.

Excluding the effects of changes in perimeter and exchange rates, operating income rose +18.4% in
the first-half 2005 thanks to:

- Strong business growth, combined with effective price management,

- €143 million in gross industrial productivity gains representing 4.8% of costs of sales, up
+0.5 point from first half 2004, offsetting therefore the rise in raw material costs,

- Tight control over selling and administrative base costs.

The currency effects reduced operating income by -€35 million, while acquisitions added
+€29 million, with a higher margin than the Group average.

The application of International Financial Reporting Standards (IFRS) had a limited aggregate impact
of €6 million on operating income in first-half of 2005, compared with €5 million in first-half of 2004.

The operating margin widened by +0.9 point to 12.5%.

lil. SIGNIFICANT INCREASE IN NET INCOME AND EARNINGS PER SHARE

Taking into account higher interest expense stemming from the increase in net debt, net income
rose +14.7% in first-half 2005, to €413 million.

Earnings per share increased by a significant +17,6% to €1.90 in first-half 2005 compared to first-
half 2004, reflecting higher net income and a -2.5% decrease in the average number of shares
outstanding following share buybacks.

Operating cash flow climbed +8.4%, in line with sales, to €629 miilion and represented 11.6% of
sales.
IV. CONTINUED ACQUISITIONS STRATEGY

Schneider Electric pursued its strategy of selective acquisitions to enlarge its accessible markets and
enhance its growth potential:

- Power Measurement Inc in energy management,
- ABS EMEA in building automation,

- US-based Juno Lighting in downlighting fixtures,
- BEI Technologies in customized sensors.

These acquisitions represent an investment of €1.3 billion based on enterprise value.

Investor Relations: Press Contact: Press Contact:
Schneider Electric Schneider Electric DGM
Alexandre Brunet Véronique Moine Michel Calzaroni
Olivier Labesse
Tel. 433 (0)1 412970 71 Tel. +33 (0)1 41297076 Tel. +33 (0)1 40 70 11 89
Fax +33 (0)1 41 29 71 42 Fax +33 (0)1 41 29 71 95 Fax +33 (0)1 40 70 90 46

www.schneider-electric.com
ISIN: FR000012197-SU
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V. DECISIONS FROM THE BOARD OF DIRECTORS

The Board of Directors has approved the launch of a bond issue, to optimize the maturity length of
the debt and reduce its cost.

The Board of Directors has appointed Cathy Kopp as a non-voting Director. The appointment of
Ms. Kopp as Director will be proposed to the shareholders at the next Annual Meeting.

Ms. Kopp is Human Resources General Manager at Accor. She previously served as Vice President,
Human Resources, Storage Systems Division at IBM Corp and Chairman and CEO of IBM France.

VI. OUTLOOK FOR 2005

Assuming current economic and currency conditions, Schneider Electric has revised upwards its
targets for 2005:

- Organic sales growth of 6%, versus a previous target of 5-6%.

- Anincrease of 15% in operating income, versus a previous target of 10%.

b2k ok b o ok ok b ok ok ok ok sk o ok ok o Sk ok

Third quarter sales will be released on October 20, 2005.

Schneider Electric: Giving the best of the New Electric World to everyone, everywhere, at any time

Schneider Electric is the world’s power and control specialist. Through its world-class brands, Merlin
Gerin, Square D and Telemecanique, Schneider Electric manufactures and markets a
comprehensive range of products and services for the residential, buildings, industry, and energy
and infrastructure markets. Schneider Electric has 85,000 employees worldwide, operations in 130
countries and recorded sales of €104  billion in 2004 through 13,000 sales
outlets.www.schneiderelectric.com

Investor Relations:
Schneider Electric
Alexandre Brunet

Press Contact:
Schneider Electric
Véronique Moine

Press Contact:
DGM
Michet Calzaroni

!w Olivier Labesse
Tel. 433 (0)1412970 71 Tel. +33(0)1 41297076 Tel. +33 (0)1 40 70 11 89
Fax +33 (0}1 41 29 71 42 Fax +33 (0)1 41 2971 95 Fax +33 (0)1 40 70 90 46
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Appendix
Second-Quarter 2005 sales by geographical region were as follows:
Sales % change Perimeter Currency % change
(€ millions) 2" Quarter | 2" Quarter effect effect 2" Quarter
2005 constant current
Europe 1,415 +4.7% +1.2% -0.2% +5.7%
North America 718 +8.9% +13.1% -5.4% +16.6%
Asia — Pacific 513 +11.2% +0.2% -1.2% +10.2%
Rest of the World 227 +21.5% +0.0% -0.0% +21.5%
Total 2,873 +8.0% +3.7% -1.5% +10.2%
Breakdown of total first;half sales by geographic region:
Sales % change Perimeter Currency % change
(€ millions) 1% Half 1% Half effect effect 1% Half
2005 constant current
Europe 2,725 +2.8% +0.9% +0.3% +4.0%
North America 1,333 +8.0% +12.6% -5.1% +15.5%
Asia — Pacific 917 +8.3% +0.3% -2.0% +6.6%
Rest of the World 424 +24.5% +0.0% -0.1% +24.4%
Total 5,399 +6.4% +3.5% -1.4% +8.5%
Investor Relations: Press Contact: Press Contact:
Schneider Electric Schneider Electric DGM
Alexandre Brunet Véronique Moine Michel Calzaroni
Olivier Labesse
Tel. +33 (0)1 41 29 70 71 Tel. +33 (0)1 41237076 Tel. +33 (0)1 407011 89
Fax +33 (0)1 4120 71 42 Fax +33 (0)1 412971 95 Fax +33 (0)1 40 70 90 46
www.schneider-electric.com
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Consolidated Statement of Income

(in millions of euros except for earnings per share) June 30, 2005 June 30,2004 Dec. 31, 2004
IFRS IFRS IFRS
Sales 5399,3 4976,7 10 349,3
Cost of sales (3211,5) (2 988,2) (6177,4)
Gross Margin 2187,8 1988,5 41719
Research and development expenses {130,3) (126,4) (295,1)
Selling, general and administratve expenses (1342,1) (1313,4) (2 549,7)
Other income and expenses (note 13) (39,6) 27,6 (40,7)
Operating income 675,8 576,3 1286,4
Financial expense, net (note 14) (50,8) (22,5) (59,3)
Income from continuing operations before tax 625,0 553,8 12271
Income tax (note 15) (195,2) (178,5) (365,2)
Net income from continuing operations of fully 429.8 375,3 861,9
consolidates companies
Group's share of income/(loss) of equity investments (note 5.7) (2,5) (2,2) (3,6
Net income from continuing operations 427,3 3731 858,3
Discontinued operations
Net income before minority interests 427,3 373,1 858,3
Minority interests (14,2) (13,1) (34.4)
Net income/(loss) (attributable to Schneider Electric SA) 413,1 360,0 823,9
Earnings/({loss) per share (in euros) 1,90 1,61 3,73
Diluted eamings/(loss) per share (in euros) 1,89 1,61 3,72

The accompanying notes are an integral part of the consolidated financial statements.



Consolidated Statement of cash flows

(in millions of euros) June 30,2005  June 30,2004 Dec. 31, 2004
IFRS IFRS IFRS
| - Cash fiows provided by operating activities:
Net income (attributable to Schneider Electric SA) 4131 359,9 823,9
Minority interests 14,2 13,1 34,4
Group share in (income)/loss of equity investments, net of dividends received 25 2,2 3.5
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation of property, plant and equipment 138,6 1451 285,7
Amortization of intangible assets other than goodwill 43,0 41,0 76,7
Impairment of assets (including goodwil} 14,0 -
Increase/(decrease) in provisions (43,6) (1,8) (27,7
Change in deferred taxes 30,1 28,3 78,1
Losses/(gains) on disposals of assets (5.8) 9,7) (9,0)
Other 226 20 165
Net cash provided by operating activities before changes in operating assets
and liabilities 628,7 580,1 1282,1
(Increase)/decrease in accounts receivable (225,8) (234.,4) (186,0)
(Increase)/decreass in inventories and work in process (93,2) (166,5) (162,1)
Increase/(decrease) in accounts payable 89,3 125,3 37.9
Change in other current assets and liabilities (47,0 52,8 212,2
Change in working capital requirement (276,5) (222,8) (98,0)
Net cash provided by operating activities Total i 352,2 357,3 1184,1
1l - Cash flows {used)/provided by investing activities
Purchases of property, plant and equipment (162,9) (125,7) (277.8)
Disposals of property, plant and equipment 19,6 28,7 451
Purchases of intangible assets (80,5) (48,3) (97,2)
Disposals of intangible assets - 04
Net cash used by investment in operating assets (223,8) (145,3) (329,5)
Financial investments - net (214,7) (386,3) (800,9)
Other long-term investments 429 (66,8) (25,5)
Long-term pension assets (31,4) (13,4)
Sub-total __(203,2) (453,1) (839,9)
Net cash (used)/provided by investing activities Total i _{427,0) (598,4) (1169,3)
1l - Cash flows {used)/provided by flnancing activities
Issuance of long-term debt 31,0 -
Repayment of long-term debt (6.,5) (1211,7) (1352,3)
Sale/(purchase) of Company shares (102,3) (95,5) (278,2)
Increase/(reduction) in other debt 370,0 (65,2) (49,6)
Common stock issued 0.6 27,7 61,0
Dividends paid: Schneider Eiectric SA (395,2) (244,2) (334,2)
Minority interests (17,1) (15,4) (23,3)
Net cash used by financing activities Total lil {150,5) (1573,3) (1 976,6)
IV - Net effect of exchange rate and other changes: Total IV (19,4) (16,6) 6,0
Net increase/{(decrease) in cash and cash equlvalents: ! + 1l + 111 + IV (244,7) (1 831,0) {1 955,8)
Cash and cash equivalents at beginning of period 946,5 29024 28024
Increase/(decrease) in cash and cash equivalents (244,9) (1 831,0) (1955,9)
Cash and cash equivalents at end of period (note 9) 701,6 10714 946,5

The accompanying notes are an integral part of the consolidated financial statements.



Consolidated balance sheet

(in millions of euros)

ASSETS June 30, 2005 Dec. 31, 2004 Dec. 31,2004  June 30, 2004
IFRS IFRS incl. IAS 32/39 * IFRS excl. IAS 32/39 IFRS

Tangible and Intangible Assets

Goodwill, net (note 3 ) 4 988,5 4539,0 4462,3 42384
Intangible assets (note 4) 10478 894.5 8945 843,1
Property, plant and equipment (note 4) 1500,1 1 456,7 1456,7 14882
Assets held for sale (note 4) 5,6 7,6 7,6 14,9
Total Tangible and Intangible Assets 7 542,0 6 897,8 6821,1 6584,6
Investments

Investments accounted for by the equity method  (note 5.7 ) 48,2 65,3 65,3 59,7
Available for sale investments {note 5.2 ) 199,7 198,5 1543 2913
Other financial assets 277,5 288,1 288,1 294,9
Total investments 525,4 551,9 507,7 645,9
Deferred taxes 792,7 832,7 830,3 9477
Other non current assets 28,4 0,0 0,0 0,0
Total non-current assets 8 888,5 82824 8 159,1 8178,2

Current assets

Inventories and work in progress 1580,8 1409,4 14094 14349
Trade account receivable 24797 21357 21357 2191,6
Other receivable and prepaid expenses 631,8 550,8 529,1 526,7
Cash and cash equivalent (note 9) 773,2 975,8 10628 13133
Total current assets 5 465,5 5071,7 5137,0 5 466,5
TOTAL ACTIF 143540 13 354,1 13 296,1 13644,7

The accompanying notes are an integral part of the consolidated financial statements.
* |AS 32/39 first application January 1st, 2005




(in millions of euros)

LIABILITIES June 30, 2005 Dec. 31,2004 Dec. 31,2004 June 30, 2004

IFRS IFRS incl. IAS  IFRS excl. IAS IFRS
32/39 * 32/39

Shareholder's equity

Capital stock 1809,7 1 809,6 1809,6 18599

Retained earnings 5574,7 5621,0 5 670,0 52858

Cumulative translation adjustment (note 6) 120,9 (84,3) (84,5) 38,4

Shareholder's equity (excluding minority interests) 7 505,3 7 346,3 7 395,1 71841

Minority interests 77,7 76,2 72,8 61,3

Shareholder's equity 7 583,0 7 422,5 7 4679 7 245,4

Non-current provisions for losses and contingencies

Provisions for pensions (note 7) 1080,3 1028,2 1026,2 1123,1

Provisions for contingencies (note 8) 200.8 192,3 192,3 177,3

Total non-current provisions for losses and contingencies 1281.1 12185 12185 1300,4

Long-term financial liabilities

Ordinary and convertible bonds (note 9) 1200,0 1200,0 1200,0 1200,0
Perpetual bonds (note 9) 733 94,2
Long term portion of financial debt (note 9) 68,3 45,9 24,9 116,3
Total long-term financial liabilities 1268,3 12459 1298,2 1410,5
Deferred taxes 231,4 2259 203,2 233,9
Other long term liabilities 204,7 1777 1044 92,2
Total non-current liabilities 29855 2 868,0 28243 3037,0

Current liabilities

Trade accounts payable 15657,4 13844 13844 1508,2
Accrued taxes and payroll costs 9443 849,5 849,5 893,6
Current provisions for losses and contingencies (note 8) 219,7 236,5 236,5 259,0
Other current liabilities 392,6 338,9 279,2 308,89
Short-term portion of financial debt (note 9) 6715 254,3 2543 392,6
Total current liabilities 37855 3063,6 3003,9 3362,3
Total liabilities 14 354,0 13 354,1 13 296,1 13 644,7

The accompanying notes are an integral part of the consolidated financial statements.
* |AS 32/39 first application January 1st, 2005




Consolidated Statement of Changes in Shareholders’ Equity

(in millions of euros except for number of shares)

Number Capital Additiona! Retained Other Cumulative Shareholder's
of shares paid-in capital earnings Comprehensive translation equity
{thousands) Income adjustment
(note &)

January 1, 2004 - [FRS 2318422 18547 42908 10100 00 00 715585
Cancellation of shares {7 000,0) (56.0) (291,1) (347,1)
Worldwide Employee Stock Purchase Plan 705,8 57 278 333
Exarcise of stock aptions 646,2 5.2 228 278
Dividends (including précompte equalization tax) (334,2) (334,2)
Refund of précompte equalization tax overpaid in previous years 23,1 23.1
Change in treasury stock 65,2 65,2
Translation adjustment (84,5} {84.5)
Tax effect on canceltation of treasury stock (7.4) (7.4)
Other 83 83
2004 net income 8239 8239
Other comprehensive income 223 223
Stock option 89 89
December 31, 2004 ~ (FRS 226 1942 18096 40489 18978 223 {84.5) 739851
1AS 32/39 adjustments

Cancellation of treasury stock (87.0) (87.0)
Currency hedges 1,1 7.9 8.0
Fair value of available-for-sale financial instruments 29,0 29,0
Metal price hedges 5,0 50
Interest rate swaps (5.0 5,0
Put option granted to MGE minority shareholders

Translation adjustment 02 0.2
December 31, 2004 after application of IAS 32/39 226 1942 18086 40499 15068 64.2 {84:3) 73463
Financial instruments 318 31,9
Stock option plans 12,5 0,1 05 0,6
Dividends (395,4) (395.4)
Change in treasury stock (102.3) (102,3)
Stock option 82 82
Cumulative translation adjustment 2052 2052
Other 23) 2.3)
First half 2005 net income 4131 4131
June 30, 2005 226 206,7 18097 40504 14282 86,1 1209 75083

* including attribution made to stock options plans for €57 million




NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS

All amounts in millions of euros unless otherwise indicated.

Note 1 — Accounting Principles

11 Basis of presentation

The financial statements have been prepared on a historical cost basis, with the exception of derivatives and
available-for-sale financial assets, which are measured at fair value. The book value of hedged assets and liabilties
carried in the balance sheet has been adjusted to reflect changes in the fair value of the underlying risks.

Schneider Electric’s consolidated financial statements have been prepared in accordance with Intemational
Financial Reporting Standards (IFRS) endorsed by the European Union in regulations 1606/2002 and 1725/2003.

The Group has opted for early application of the amendment to IAS 19 — Employee Benefits —~ concerning actuarial
gains and losses, and of the amendments to IAS 39 — Financial Instruments: Recognition and Measurement —
concemning cash flow hedges of forecast intragroup transactions and the fair value option.

The principles for preparing interim financial statements outlined in IAS 34 — Interim Financial Reporting — have been
applied at June 30, 2005. The financial statements for the period ended June 30, 2005 are presented in accordance
with CNC recommendation 99-R-01.

Because the accounting standards framework used here may change between now and December 31, 2005, the
audited opening balance sheet may not be the same as the opening balance sheet at January 1, 2004 on which the
full-year 2005 financial statements will be based. In addition the 2004 and 2005 IFRS interim and annual results and
the balance sheet at December 31, 2004 presented below may be modified during the fiscal year.

1.2 First-time adoption of IFRS and changes in accounting method during the period

The Group has adopted IFRS as from January 1, 2005. The financial statements for fiscal 2004 and the opening
balance sheet at January 1, 2004 have been restated in accordance with IFRS 1 - First-Time Adoption of IFRS — to
reflect the impact of related changes in accounting method. The effects of the transition to IFRS are described in
Note 17.

IAS 32 - Financial Instruments: Disclosure and Presentation — and IAS 39 — Financial Instruments: Recognition and
Measurement - have been applied prospectively as from dJanuary 1, 2005. The impact of this change in method,
described in Note 17, has been recognized in opening equity at January 1, 2005. Because the standards have been
applied prospectively, data for the 2004 financial year is not comparable.

Mandatory application of IFRS 4 - Insurance Contracts — as from January 1, 2005 has no impact on the Group
accounts.

13 Accounting principles used to prepare the interim financial statements

The interim consolidated financial statements of Schneider Electric SA and its subsidiaries (the Group) have been
prepared using the same accounting principles and methods as for the full-year consolidated financial statements,
as described below, taking into account specific principles and methods for interim accounts, as detailed below.



Seasonal variations

Seasonal varations can affect the level of sales from one quarter to another. For this reason, the interim financial
results are not necessarily indicative of the Company's expected full-year performance.

Income taxes

For the interim statements, current and deferred taxes are calculated by applying the estimated average effective
tax rate for the current year to each member company's net income for the period.

1.4 Use of estimates

The preparation of financial statements requires Group and subsidiary management to make estimates and
assumptions’that are reflected in the reported amounts of assets and liabilities, the disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses and
commitments during the reporting period. Actual results could differ from those estimates.

These estimates mainly concemn:
- Impairment tests (described in Note 1.11).
- Provisions for pensions (described in Note 7).

1.5 Consolidation principles

Companies over which the Group has direct or indirect control of more than 50% of the outstanding voting shares or
in which it exercises exclusive control are fully consolidated. Exclusive control is control by means other than
ownership of a majority voting interest (i.e., control by significant minority ownership, by contracts or agreement with
other shareholders).

Companies over which the Group has significant influence (“equity affiliates”) are accounted for by the equity
method. A significant influence is presumed to exist when more than 20% of outstanding voting rights are held.

Investments in jointly controlled operating entities, such as joint ventures and alliances, are accounted for by the
equity method in accordance with the altemnative treatment allowed under IAS 31 — Interests in Joint Ventures.

Companies acquired or sold during the year are included in or removed from the consolidated financial statements
as of the date when effective control is acquired or relinquished.

Intercompany balances and transactions between fully-consolidated companies are eliminated in consolidation
All of the companies included in the scope of consolidation end the half year on June 30.

1.6 Translation of the financial statements of foreign subsidiaries

The consolidated financial statements are prepared in euros. The financial statements of subsidiaries that use
another currency are translated into euros as follows:

Assets and liabilities are translated at official exchange rates at the end of the period.
Income statement amounts and cash fiow items are translated at weighted-average exchange rates for the period.
Differences arising on translation are recorded as part of the cumulative translation adjustment.




1.7 Foreign currency transactions

Foreign currency transactions are recorded using the official exchange rate in effect at the date the transaction is
recorded or the hedging rate. At year-end, foreign currency payables and receivables are translated into the
reporting currency at year-end exchange rates. Gains or losses on foreign curmrency conversion are recorded in the
income statement.

1.8 Business combinations

In accordance with IFRS 3 — Business Combinations - business combinations are accounted for using the purchase
method.

All acquired assets, liabilities and contingent liabilities are measured at fair value.

if the cost of acquisition is higher than the fair value of assets acquired and liabilities assumed at the date of
acquisition, the excess is recorded under goodwill. If the cost of acquisition is lower than the fair value of assets
acquired and liabilities assumed at the date of acquisition, the negative goodwill is immediately recognized in the
income statement.

Goodwill is not amortized, but tested for impairment annually (see note 1.11 below).

1.9 Intangible assets
> Intangible assets acquired separately or as part of a business combination

Intangible assets acquired separately are recognized in the balance sheet at historical cost. They are subsequently
measured using the cost model, in accordance with |1AS 38 ~ Intangible Assets.

Brands and other identifiable assets of acquired companies are recognized in the balance sheet at fair value,
primarily on the basis of independent appraisals. They are regularly tested for impairment.

Intangible assets other than brands are amortized on a straight-line basis over their useful life or the period of legal
protection. The amortization charge is recognized in “Cost of sales” or in “Selling, general and administrative
expenses”, depending on the type of asset involved.

The amortization period for brands acquired as part of a business combination depends on the brand’s estimated
useful life, determined on the basis of 1) brand awareness and 2) the Group’s strategy for integrating the brand into
its existing portfolio.

Brands with finite lives are amortized on a straight-line basis over 10 to 20 years. The amortization charge is
recognized in the income statement under “Selling, general and administrative expenses”.

Brands with indefinite lives are not amortized, but tested for impainment annually and when there is any indication
that their recoverable amount may be less than their carrying value. In this event, an impairment loss is recorded.

Amortized intangible assets are tested for impairment when there is any indication that their recoverable amount
may be less than their carrying value.

> Internally-generated intangible assets

Hesearch and development expenses

Research expenses are expensed when incurred.

Development expenses for new projects are capitalized if, and only if:

- The project is clearly identified and its related costs are separable and reliably tracked.

- The Group has demonstrated the project's technical feasibility and its intention to complete the intangible asset
and use or sell it, as well as the availability of adequate financial resources for this purpose.

- Itis probable that the future economic benefits attributable to the project will fiow to the enterprise.




Capitalized development expenses are amortized over the estimated life of the underying technology, which
generally ranges from 3 to 10 years.

The amortization charge is included in the cost of the related products and recognized under “Cost of sales” when
the products are sold.

Software implementation

External and intemal costs for the programming, coding and testing of enterprise resource planning (ERP)
applications are capitalized and amortized over the applications’ useful lives, which generally does not exceed five
years.

1.10  Property, plant and equipment

Land, buildings and equipment are carried at cost, less accumulated depreciation and impairment, in accordance
with the cost model provided for in IAS 16 — Property, plant and equipment.

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the
item is depreciated separately over its useful life. The main useful lives are as follow:

Buildings : 20to 40 years
Plant and equipment : 3to10years
Other : 3to12years

The useful life of operating assets generally corresponds to their period of utility. Depreciation periods are reviewed
periodically and if expectations differ from previous estimates, the period is adjusted prospectively. The depreciable
amount of an asset is determined after deducting its residual value, except when the residual value is not material.

Depreciation is charged to the income statement or included in the production cost of inventory or the cost of
internally-generated intangible assets. it is recognized under “Cost of sales,” “Research expenses” or “Selling,
general and administrative expenses”, depending on the case.

Property, plant and equipment are tested for impairment when there is any indication that their recoverable amount
may be less than their camrying value. In this event, an impairment loss is recorded.

> Assets held for sale

Assets held for sale are no longer depreciated and are recorded separately in the balance sheet under “Assets held
for sale”.

> Leases

Finance leases, defined as leases that transfer substantially all the risks and rewards of ownership to the lessee,
are recognized as an asset and a liability.

Leases that do not transfer substantially ali the risks and rewards of ownership are classified as operating leases
and the related payments are recognized as an expense on a straight-line basis over the lease term.

> Borrowing costs
Borrowing costs are expensed when incurred, in accordance with IAS 23 — Borrowing Costs.
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1.11  Impairment of long-lived assets

In accordance with IAS 36 — Impairment of Assets — the recoverable amount of long-lived assets is assessed as
follows:

- All depreciated and amortized property, plant and equipment and intangible assets are reviewed at each
balance sheet date to determine whether there is any indication that the asset may be impaired. If such an
indication exists, the Group tests the asset for impairment by comparing its carrying amount to the higher of fair
value less costs to sell and value in use.

- Non-amortized intangible assets and goodwill are tested for impairment annually and when there is any
indication that the asset may be impaired.

Value in use is determined by discounting estimated future cash flows that will be generated by the tested assets.
The discount rate corresponds to Schneider Electric’s weighted average cost of capital (8.2%), plus a risk premium
depending on the region in question.

Impairment tests are performed at the level of the cash-generating unit (CGU) to which the asset belongs. Goodwill
is allocated to a CGU when recognized. This allocation corresponds to the basis used to track the performance of
Group operations and to assess the benefits derived from the synergies of the business combination.

If the recoverable amount of an asset or CGU is lower than its carrying amount, an impaiment loss is recognized.
To the extent possible, impairment losses are recorded as a deduction from goodwill.

1.12  Investments carried at cost and other financial assets

In accordance with JAS 39, investments carried at cost are classified in available-for-sale financial assets. They are
initially recorded at cost and subsequently remeasured at fair value, when fair value can be reliably determined. The
tair value of listed securities corresponds to the market value on the balance sheet date.

In cases where fair value can not be reliably determined, the securities are measured at amortized cost. The
recoverable amount is determined by reference to the Group's equity in the underlying net assets and the
company's expected future profitability and business outlook.

Changes in fair value are accumulated in equity up to the date of sale. Unrealized losses on assets that are
considered to be permanently impaired are recognized in the income statement.

Loans are carried at amortized cost and tested for impairment if there is any indication that their recoverable amount
may be less than their carrying amount.

1.13  Inventories and work in process

Inventories and work in processes are stated at the lower of cost (generally determined by the weighted-average
cost method) or estimated net realizable value. The cost of work in process, semi-finished and finished products
includes direct materials and labor costs, subcontracting costs, production overheads based on nomal capacity
utilization rates and the portion of research and development costs related to the production process (corresponding
to the amortization of capitalized projects in production and product maintenance expenses).

Net realizable value corresponds to the estimated selling price net of remaining expenses to complete and sell the
products.
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1.14  Accounts receivable

An allowance for doubtful accounts is recorded when it is probable that receivables will not be collected and the
amount is possible to estimate. The identification of a doubtful account as well as the related amount of the
provision are based on the analysis of our historical experience of write-offs, the analysis of an aging schedule, and
a detailed assessment of related credit risks. Once it is known with certainty that a doubtful account will not be
collected, the doubtful account and its related allowance are written off against the income statement.

Accounts receivable due in more than one year are discounted in cases where the discounting adjustment is
material.

The Group’s accounts receivable are generated from sales to customers who are economically and geographically
widely dispersed. Consequently, the Group believes that there is no significant concentration of credit risk.

1.15  Deferred taxes

Deferred taxes, corresponding to temporary differences between the tax basis and reporting basis of consolidated
assets and liabilities, are recorded using the liability method. Deferred tax assets are recognized when it is probable
that they will be realized at a reasonably determinable date.

Future tax benefits arising from the utilization of tax loss carryforwards (including amounts available for carryforward
without time limit) are recognized only when they can reasonably be expected to be realized.

Deferred tax assets and liabilities are not discounted.

Deferred tax assets and liabilities that concem the same unit and are expected to reverse in the same period are
netted off.

1.16 Cash and cash equivalents

Cash and cash equivalents as presented in the balance sheets consist of cash, bank accounts, short-term deposits
and other liquid marketable securities. Substantially all marketable securities represent short-term instruments such
as commercial paper, mutual funds and equivalents. These instruments are treated as financial assets held for
trading and are measured at fair value. Gains and losses arising from remeasurement at fair valued are recognized
in the income statement.

1.17 Treasury stock

Schneider Electric shares held by the parent company or by fully consolidated companies are measured at cost and
deducted from equity.

Gains and losses on the sale of treasury stock are recognized in equity, net of tax.

1.18. Stock option plans
Senior executives and certain employees are granted options to purchase or subscribe Schneider Electric shares.

In accordance with IFRS 2 — Share-based payment - these options are valued on the date of grant and expensed
over the vesting period, generally three or four years depending on the country.

The Group uses the Cox, Ross, Rubinstein binomial option pricing method.
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1.19  Pensions and other employee- benefit obligations

Depending on local practices and laws, the Group’s subsidiaries participate in pension, insurance and statutory
retirement bonus plans. Benefits paid under these plans depend on such factors as seniority, compensation levels
and payments into mandatory retirement programs.

» Defined contribution plans

Payments made under defined contribution plans are recorded in the income statement, under operating expense,
in the year of payment and are in full setttement of the Group’s liability.

» Defined benefit plans

The present value of defined benefit obligations is determined using the projected unit credit method. Under this
method, each service period gives rise to an additional unit of benefit entittement, each of which is valued
separately to calculate the final obligation.

The amount recognized in the balance sheet corresponds to the present value of the obligation, adjusted for
unrecognized past service cost and reduced by the fair value of plan assets at the balance sheet date.

If the calculation of the balance sheet amount results in an asset, the amount recognized is limited to the lower of
unrecognized past service cost and the present value of available refunds and reductions in future contributions to
the plan.

Changes resulting from periodic changes in actuarial assumptions regarding general financial and business
conditions or demographics (i.e., changes in the discount rate, annual salary increases, retumn on assets, years of
service, etc.) are immediately recognized in the Group'’s obligation and in a separate line of equity, under “Other
comprehensive income”.

» Mandatory general plans and multi-employer plans

in most countries, the Group participates in mandatory general plans, while in some countries, it contributes to
multi-employer plans. Depending on their terms and conditions, these plans are treated as defined contribution or
defined benefit plans. For defined benefit plans, the Group recognizes its share of the related obligation, assets and
costs.

» Supplementary pension benefits

The Group also provides supplementary pension benefits to a limited number of active and retired senior
executives. These defined benefit obligations are accrued for based on the contractual terms of the agreements,
which provide guaranteed minimum benefits over and above those paid under general pension schemes.

» Other commitments

Accruals are booked to cover the cost of providing healthcare benefits for certain retired employees in Europe and
the United States. The Group also records for all its subsidiaries an obligation for seniority-related benefits (primarily
long service awards in its French subsidiaries).
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1.20. Provisions for contingencies

A provision is recorded when the Group has a present obligation as a result of a past event, and a reliable estimate
can be made of the amount of the obligation. If the obligation is not probable and cannot be reliably estimated, but
remains possible, it is classified as a contingent liability and disclosed in the notes to the consolidated financial
statements.

In the case of restructuring, a provision is recorded when the Group has announced a detailed formal plan for the
restructuring or has started to implement the plan.

1.21  Fair value of financial instruments/derivatives

The Group's policy is to use derivative financial instruments exclusively to manage and hedge changes in exchange
rates, interest rates or prices of raw materials. It therefore periodically enters into contracts such as swaps, options
and futures, depending upon the nature of its exposure. However, the Group does not enter into derivative financial
instruments for speculative purposes.

> Foreign currency hedges

The Group periodically enters into foreign currency contracts to hedge foreign currency transactions. Some of these
contracts are designated as hedges of operating receivables and payables carried in the balance sheets of Group
companies. The Group does not apply hedge accounting to these instruments. At year-end, foreign Currency
contracts are marked to market and gains or losses are recorded in “Financial income (expense)-net”. These gains
or losses offset the losses or gains arising from converting foreign currency payables and receivables into the
reporting currency at year-end rates, in accordance with IAS 21 ~ The effects of changes in foreign exchange rates.

The Group may also hedge recurring future transactions or planned acquisitions or disposals of investments. In
accordance with IAS 39, these are treated as cash flow hedges. The hedging instruments are recognized in the
balance sheet and are measured at fair value at the period-end. The portion of the gain or loss on the hedging
instrument that is determined to be an effective hedge is accumulated in equity, under “Other comprehensive
income”, and recognized in the income statement when the hedged transaction affects profit or loss. The ineffective
portion of the gain or loss on the hedging instrument is recognized in “Financial income (expense)-net”.

The Group does not have any policy of hedging the balance sheets of foreign subsidiaries.

» Interest rate swaps

Interest rate swaps, which synthetically adjust interest rates on certain indebtedness, involve the exchange of fixed
and floating-rate interest payments. The differential to be paid (or received) is accrued (or deferred) as an
adjustment to interest income or expense over the life of the agreement. The Group does not apply hedge
accounting as described in IAS 39 for interest rate swaps.

» Commodity contracts

The Group also enters into commodity purchase contracts including forwards, swaps and options to hedge price
risks on all or part of its recurring future purchases. Under IAS 39, these qualify as cash flow hedges. The hedging
instruments are recognized in the balance sheet and measured at fair value at the period-end. The portion of the
gain or loss on the hedging instrument that is determined to be an effective hedge is accumulated in equity under
“Other comprehensive income” and recognized in the income statement (gross margin) when the hedged
transaction affects profit or loss. The impact of hedging is reflected in cost of sales. The ineffective portion of the
gain or loss on the hedging instrument is recognized in “Financial income (expense)-net”.

Cash flows from financial instruments are recognized in the statement of cash flows in a manner consistent with the
underlying transactions.
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» Perpetual bonds
The special purpose vehicle that holds the perpetual bonds has been fully consolidated and the swaps taken out in
connection with the perpetual bonds have been measured at fair value.

Interest rate swaps on the perpetual bonds taken out directly by the Group are classified as derivative instruments
that do not qualify for hedge accounting. They are therefore measured at fair value and gains and losses arising
from remeasurement at fair value are recorded in "Financial expense — net".

1.22 Revenue recognition

The Group's revenues primarily include merchandise sales and revenues from service and project contracts.

» Merchandise sales

Revenue from sales is recognized when the product is shipped and title transferred (standard shipping terms are
FOB shipping point).

The Group offers rebates, calculated as a percentage of sales, to some of its distributors when the distributor
reaches a specified sales and volume objective. An accrual is recorded when the products are delivered and the
discount is deducted from revenue.

Additionally, in limited circumstances, the Group directly negotiates with intemational customers of distributors to
set prices, which are often less than distributor prices. In these situations, the Group compensates vendors for the
difference between the distributor’s price and the negotiated price. The North American subsidiaries also offer cash
discounts to distributors. These discounts are deducted from sales. Total sales are presented net of these discounts
and rebates.

» Service contracts
Revenue from service contracts is recorded over the contractual period of service

Revenue from service contracts is recognized when the result of the transaction can be reliably determined, by the
percentage of completion method.

> Long-term contracts

Income from long-term contracts is recognized using the percentage-of-completion method, based either on the
percentage of costs incurred in relation to total estimated costs of the entire contract, or on the contract’s technical
milestones, notably proof of installation or delivery of equipment.

Losses at completion for a given contract are provided for in full as soon as they become probable. The cost of
work-in-process includes direct and indirect costs relating to the contracts.

» Subsidies

Income subsidies are deducted from the underlying expense.
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1.23 Earnings per share
Earnings per share is calculated in accordance with IAS 33 — Eamings per share.

Diluted earmings per share is calculated by adjusting net income and the number of shares outstanding for the
dilutive effect of the exercise of stock options outstanding at the balance sheet date. The dilutive effect of stock
options is determined by applying the “treasury stock” method, which consists of taking into account the number of
shares that could be purchased, based on the average share price for the year, using the proceeds from the
exercise of the rights attached to the options.

1.24  Statement of cash flows

The consolidated statement of cash flows has been prepared using the “indirect method”, showing the reconcitiation
of net income to net cash provided by operations. Net cash and cash equivalents represent cash and cash
equivalents as presented in the balance sheets net of bank overdrafts.

1.25 Segment information

Segment information presented in Note 12 is based on the business segments tracked by Group Management to
analyze operating performance.
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Note 2 - Significant transactions during the period

Changes in the scope of consolidation

The main changes in the scope of consolidation at June 30, 2005 may be summarized as follows:
Acquisitions

Achieved acquisitions

On April 14, 2005, Schneider Electric acquired all outstanding shares in Canada’s Power Measurement Inc.,
a leader in the design, production and marketing of energy management systems. Power Measurement Inc.
has been fully consolidated since April 14, 2005.

On May 30, 2005, Schneider Electric acquired 50.9% of the outstanding shares of Elau Administration
GmbH, thereby raising its interest to 100%. Elau was accounted for by the equity method until May 31, 2005
and has been fully consclidated since June 1, 2005.

In process acquisitions

On June 8, 2005, the Group announced the acquisition of ABS EMEA, Invensys’ building automation division
in Europe and the Middle East. The transaction has been submitted to anti-trust officials for approval. If
approved, ABS EMEA will be fully consolidated in the second half of 2005.

On June 30, 2005, Schneider Electric’s US-subsidiary, Square D, signed an agreement to acquire Juno
Lighting Inc, leader in lighting equipment for the business and residential markets. The acquisition should be
completed at the end of third quarter 2005.

Those acquisitions have no impact on the Group's financial statement at June 30, 2005.

Newly consolidated companies

SE Relays has been fully consolidated since January 1, 2005. SE Relays combines the assets from the
Magnecraft business, acquired in December 2004.

Abacus, acquired in November 2004, was merged into TAC Americas on January 1, 2005 and has been fully
consolidated since that date.

Impact of significant acquisitions on first-half 2005 results
The impact of acquisitions on the interim 2005 income statement is as follows:

Proforma data:

June 30, 2005 June 30, 2005 June 30, 2004

. Reported excl. acquisitions IFRS
Sales 5,399.3 5,227,3 4,976.7
Operating Income 675,8 646.8 576.3
Operating margin (in %) 12.5 12.4 11.6
Net income- attributable to the Group 413,1 394,3 360,0
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Note 3 - Goodwill

3.1 Goodwill by company

IFRS IFRS
June 30, 2005 Dec. 31, 2004
Year acquired Net Net

Square D Company 1991 1,138.5 1,010.0
LK AS 1999 218.2 218.6
AB Wibe 1999 98.9 103.3
Elko AS 1999 93.9 90.2
LE OY Prod 1999 71.6 71.6
Elda SE 1999 52.7 52.1
Thorsman & Co 1999 45.5 47.5
Eljo AB 1999 38.0 39.7
Other Lexel 1999 248.3 249.5
Lexel Group 1999 867.1 8725
TAC/ Andover/ Abacus 2003 to 2005 626.3 563.9
MGE UPS 2000 to 2004 561.5 546.1
Telemecanique 1988 462.6 462.6
Clipsal : 2004 262.2 245.0
Power Measurement Inc 2005 165.9 0.0
Crouzet Automatismes 2000 162.8 161.9
Positec 2000 105.9 105.9
Kavlico 2004 93.3 106.9
Merlin Gerin 1902 87.2 87.2
Digital Electronics 2002 86.3 83.7
Elau 2004 and 2005 58.0 6.6
Federal Pioneer 1990 55.3 502
Infra + 2000 to 2004 43.1 43.1
Mita Holding 1999 42.6 40.7
PDL 2001 36.5 335
Others (1) 133.4 119.2
TOTAL 4,988.5 4,539.0

(1) Approximately 50 companies

18



3.2 Main movements

The main movements between December 31, 2004 and June 30, 2005 are summarized in the following
table:

June 30, Dec. 31,

2005 2004
Net goodwilt at January 1 4,539.0 3,512.8
Acquisitions 243.8 1,151.9
Disposals (8.3)
Reclassifications / Allocations (24.0) (65.9)
Impairment 9.9)
Impact of exchange rate fluctuations 239.6 (128.2)
Impact of IAS 32/39 at January 1, 2005 76.7
Net goodwill at June 30 4,988.5 4,539.0

2005 Acquisitions primarily included Power Measurement Inc, Elau, Abacus and SE Relays (Magnecraft).

During first-half 2005, intangible assets of €24 million (net of deferred taxes) were recognized for Kaviico
Inc., of which €12 million for the trademark. Goodwill recognized on the first-time consolidation of Kavlico in
2004 was reduced by the same amount.

Goodwill is tested for impairment by discounting estimated future cash flows at a rate of 8.2%, corresponding
to Schneider Electric’s weighted average cost of capital, plus a risk premium depending on the region in
question. Impairment losses for the period concerned various non-material goodwill items and were recorded
under “Other operating income (expense) — net” (note 13).

The main exchange rate fluctuations concemed goodwill related to Square D, TAC Americas, Power
Measurement Inc., Andover and Kavlico (in US dollars), and Clipsal {in Australian dollars).

Application of IAS 32 and 1AS 39 as from January 1, 2005 led to the recognition of a put option granted to
minority shareholders of MGE. The difference between the fair value of the put option and the underlying
minority interests, in an amount of €76.7 million, has been posted to goodwill as described in note 17.9 F.

3.3 Acquisitions

Power Measurement Inc. (PMI) goodwill

Power Measurement Inc. was consolidated for the first time as of April 14, 2005. The Group is in the process
of identifying the intangible assets acquired. The difference between the cost of the shares and the
Company’s equity in the underlying net assets amounted to $200.6 million (€166 million) at June 30, 2005.

Elau goodwill

Elau has been fully consolidated since June 1, 2005. The successive acquisitions of a 49.1% interest on
June 1, 2004 and a 50.9% interest on May 30, 2005, for a total of €71 million (before eventual adjustments),
generated goodwill of €58 million.

The Group has until June 30, 2006 to complete its fair value adjustments to acquired assets and liabilities
and to value intangible assets, in order to determine the final amount of goodwill.
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Abacus goodwill
Abacus has been fully consolidated since January 1, 2005. The related goodwill was calculated as follows:

The Group has until December 31, 2005 to finalize the identification of the assets and liabilities acquired,
notably intangible assets. Goodwill amounted to $21.2 million (€17.6 million) at June 30, 2005.

SE Relays goodwill

SE Relays has been fully consolidated since January 1, 2005. The related goodwill was calculated as
follows: ‘

In millions of dollars In millions of euros

Acquisition price 26.6 195
Fair value of the assets and liabilities acquired
Net assets acquired at January 1, 2005 2.3 1.7
Fair value adjustments to assets and liabilities 74 5.2
acquired
Trademarks 0.8 0.6
Fair value of net assets at January 1, 2005 10.2 75
Goodwill 16.4 12,0

(*) On the basis of the exchange rate on January 1, 2005: USD 1.00 = €0.73416
The Group has until April 14, 2006 to value intangible assets.
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Note 4 - Property, plant and equipment and intangible assets

Changes in these items, including leased assets, between December 31, 2004 and June 30, 2005 can be

analyzed as follows:

Trademarks R&D Other intangible Property, plant and Assets held for Total
assets equipment sale *

Dec. 31, 2004 615.3 61.9 217.3 1,456.7 7.6 2,358.8
Acquisitions 54.0 26.5 162.9 243.4
Disposals (0.1) (11.9) (81.6) (93.6)
Depreciation and amortization (0.1) (3.1) (26.0) (60.8) (80.0)
Impairment (4.1) (4.1)
Translation adjustment 19.4 1.2 8.9 53.6 83.1
Reclassifications 30.9 (30.9)

Changes in scope and other 13.6 0.7 39.3 4.3 (2.0) 55.9
June 30, 2005 648.2 114.6 285.0 1 500.1 5.6 2,553.5

* Corresponds to buildings up for sale in France.

Note 5 - Investments accounted for by the equity method and investments at cost

5.1 Investments accounted for by the equity method

Investments accounted for by the equity method can be analyzed as follows:

% interest

Share in net assets

Share in net income

(loss)

June 30, June30, June30, June30, June30, June 30,

2005 2004 2005 2004 2005 2004

MGE Finances - - - - - (0.9)

VA Tech Schneider HV GmbH - - - - (0.8)
{1

Delta Dore Finance 20.0% 20.0% 11.8 10.4 0.4 0.3

Entivity (1) - 31.2% 0.3 - (0.5)

Clipsal Asia Holdings 50.0% 50.0% 43.0 48.8 (3.1) 0.0

ELAU Administration GmbH (2) - 49.05% 5.1 0.8 0.1

Other N/A N/A (6.6) (4.9) (0.6) (0.4)

Total 48.2 59.7 (2.5) (2.2)

(1) Sold in 2004

(2) See Note 2.1, changes in scope of consolidation, and Note 3, goodwill.

Related party transactions primarily concerned companies accounted for by the equity method and were not

material at June 30, 2005.
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5.2 Investments at cost

(€ millions) June 30, 2005 Dec. 31, 2004
%

Interest Cost Impairment Fair value Fair value
| - Listed investments
Finaxa........ccorviiieiennvenc oo 2.99% 76.7 174.1 120.9
Gold Peak Industries Holding Ltd .. 10.6% 10.6 6.1 4.5 10.1
Other listed investments ................ - 0.4 0.4 5.5
Total listed investments.......c.cccoeennus 87.7 6.1 179.0 136.5
Il = Unlisted companies
SE Relays LLC (1) 100.00% 26.5
Eb@se France (2) 100.00% 20.7 20.7
Abacus Engineered Systems (1) 100.00% 16.8
COMIPAC cvviieecieeeeceee e 4.15% 16.4 16.4
Easy Plug SAS (2) 50.00% 8.8 8.8
Paramer (3) ..ccocoeveeere e, 98.96% 7.3 1.5 5.8 55
SE Venture 100.00% 6.6 6.6
SimMaK (3) oo 98.50% 5.5 0.5 5.0 45
Other (4} .o - 27.9 18.0 99 8.7
Total unlisted investments ................ 93.2 725 20.7 62.0
Total investments.......ccceerrevccnnviinnnnn 180.9 78.6 * 199.7 198.5

(1) Included in the scope of consolidation as of January 1, 2005.
(2) Removed from the scope of consolidation — in liquidation.

(3) Companies with no operations.
(4) Valued at less than €5 million each.

* of which €2,2 miftion of impairment booked in the first half 2005

Fair value corresponds to the closing price for investments listed on an active market and net book value for

non-listed investments.

Note 6 - Shareholders’ equity

6.1 Translation adjustment

Changes in exchange rates increased shareholders’ equity attributable to Schneider Electric by an
aggregate €205.2 million, primarily due to the following currencies:

Attributable to

Attributable to Schneider

Schneider Electric SA Electric SA
June 30, 2005 Dec. 31, 2004
IFRS excl. 1AS 32, 39
US dollar 127.6 (68.1)
Japanese yen (2.0 01
Danish krona ©8.5) (0.8)
Chinese yuan 1.3 (04)
- 9.5 (3.8)
gsésdr;s?wo:rr;?\a (152) 83
Others 73.5 (14.8)
TOTAL 205.2 (84.5)
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6.2 Stock option plans

In first-half 2005, 12,500 new Schneider Electric SA shares were created on the exercise of currently vested
stock options.

On May 12, 2005, the Board of Directors set up stock option plan no. 25, granting the prizewinners of the
“New 2004” trophies 138,500 options to subscribe new shares of Company stock at a price of €57.02,
exercisable between October 1, 2005 and May 12, 2013,

On June 28, 2005, the Board of Directors set up stock option plan no. 28, granting 2,003,800 options to
subscribe new shares of Company stock at a price of €60.78, in principle exercisable between June 28, 2009
and June 28, 2013. To exercise the option, the grantee must be an employee or corporate officer of the
Group. In addition, exercise of half the options is conditional on the achievement of annual objectives based
on sales and operating margin.

€8.2 million was charged to administrative costs with respect to plans no. 21, 24 and 25.

Note 7 - Provisions for pensions and other post-retirement benefits

Changes in the value of assets and liabilities related to pension and other post-retirement benefit plans and
assets allocated to funding these obligations were as follows:

Pensions Other benefits
June 30, 2005 Dec. 31,2004 June 30, 2005 Dec. 31, 2004
Other non-current assets 28.4 - -
Provisions for pensions and other post-retirement (516.8) (521.1) (563.5) (505.0)
benefits
Net amount recognized in the balance sheet (488.4) (521.1) (563.5) (505.0)

The periodic pension cost charged against first-half 2005 operating income and the funded status of the
obligation may be analyzed as follows:

Pensions Other benefits

June 30, 2005 Dec. 31,2004 June 30,2005 Dec. 31, 2004

Service cost during the period 228 48.5 29 6.4
Interest cost (impact of discounting) 43.3 87.9 12.2 26.2
Expected return on plan assets (46.0) (87.4) - -
Amortization of past service cost during the period 1.0 12 (1.0) (5.1)
Recognized net actuarial (loss) gain

Curtailments and settlements (2.9) (0.8) - -
Periodic pension cost 18.2 49.4 14.1 275

Assumptions used to calculate pension obligations and costs are reviewed every year. Any adjusiments are
generally made at year-end.
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Note 8 - Provisions for contingencies

Provisions for long-term  Dec. 31, Long- Additions Releases Translation Other June 30, Long-term

contingencies 2004 term * adjustment  changes 2005 portion
portion e
Economic risks 59,6 55,6 0,8 (2.4) 1.9 0.3) 59,6 44,4
Customer risks 47,0 47,0 3,3 {4,8) 6,2 6,6 58,5 43,9
Product risks 120,3 321 20,5 (33,5) 7.7 2,6 117,86 29,5
Environmental risks 34,7 34,7 (0,6) 0,9 o1 34,9 31,9
Restructuring 108,0 41,1 (61,2) 2,4 (1,2) 89,1 20,0
Other risks 59,2 22,9 65 (5.4) 3,1 (2,6) 60,8 31,1
Total 428,8 192,3 72,2 {107,7) 22,2 5,0 420,5 200,8

*“ The amount of unused releases at June 30, 2005 was not material.

** Other changes primarily comprise changes in scope and discounting adjustments.,

Provisions are recorded for identified contingencies on either a case-by-case basis or a statistical basis.

Discounting adjustments to provisions for long-term contingencies at June 30, 2005 were calculated at the
rate of 3.5% (compared with 3.7% at December 31, 2004).

The main changes over the period concerned:
- Product risks

Primarily the use of a provision set aside in 2004 (€8 million) to cover a malfunctioning AF! Breaker circuit
breaker, as well as additions to and releases of warranty provisions.

- Restructuring

Releases over the period relate to the use of provisions carried in the accounts at December 31, 2004,
notably in France and the United States.

Additions over the period primarily concern reorganization of production capacity in France and Japan and
reorganization of IT services, for €34 million, as well as ongoing integration of Lexel units, for €7 million.
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Note 9 - Debt and cash

June 30, 2005 Dec. 31, 2004
Convertible and ordinary bonds (1.200.0) (1,2000)
Bank borrowings (76.9) (89.3)
Obligations under capital leases (18.0) @34
Employee profit-sharing ©6.3) 7.0
Less current portion 32.9 73.8
Long-term debt (1,268.3) (1,245.9)
Commercial paper (430.0) (60.4)
Accrued interest (39.4) (11.3)
Other (97.6) (80.8)
Bank overdrafts (71.6) (1) (28.0)
Current portion of long-term debt (32.9) (73.8)
Short-term debt (671.5) (254.3)
Cash 596.7 556.7
Marketable securities 176.5 419.1
Cash and cash equivalents 773.2 (1) 975.8
Net cash (debt) (1,166.6) {524.4)

(1) Cash and cash equivalents net of bank overdrafts totaled €701.6 million. This is the amount presented in the
statement of cash flows.

Marketable securities consist primarily of highly liquid mutual funds.
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Note 10 - Contingent liabilities

10.1 Guarantees given and received

June 30, 2005 Dec. 31,
2004
Contract counterguarantees (1) 155.8 171.0
Mortgages and collateral (2) 191 33.4
Guarantees 0.9 4.2
Qther commitments given (3) 209.1 209.1
Commitments given 384.9 417.7
Guarantees 32.5 33.6
Commitments received 32,5 33.6

(1) On certain contracts, customers require a guarantee from a bank that the contract will be fully executed by the
Group. For these contracts, the Group gives a counterguarantee to the bank. If a claim occurs, the risk finked to the
commitment is assessed and a reserve for contingencies is recorded when the risk is considered probable and can
be reasonably estimated.

(2) Certain loans are secured by property, plant and equipment and securities lodged as collateral.

(3) Other commitments given primarily comprise letters of credit issued by Square D, as well as guarantees to certain
lessors that rental payments will be made until the end of the lease.

10.2 Purchase commitments

Commitments to purchase equity investments correspond to put options given to minority shareholders in
consolidated companies, or relate to eam-out payments. Because the Elau acquisition and the put option
granted to MGE minority shareholders were recognized in the first half of 2005, residual commitments were
not material at June 30, 2005.

10.3 Contingent liabilities

Management generally considers that all known contingencies related to litigation involving the Company are
adequately covered by reserves carried in the balance sheet and that the outcome of these claims should
not materially affect the Company's financial position or results. This includes the possibie consequences of
a dispute in Belgium involving former Group executives, described in the annual report.

The loan agreements related to the Company's long-term debt do not contain any rating triggers, but some
agreements include covenants requiring the Company to comply with certain financial ratios. As of June 30,
2005, the Company was in compliance with all of these covenants.
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Note 11 - Financial instruments

11.1 Book value and nominal value of hedging instruments

Dec. 31, June 30, June 30,
2004 2005 2005
IFRS Book value Income Equity Cashand  Bock value Nominal
designa ) @ cash value
tion equivalent
S
Foreign currency
Futures contracts as cash flow hedges CFH" 10.0 (12.8) (2.8) 69.1
Other futures contracts to hedge balance Trading 31.1 (98.4) (67.3) 849.6
sheet items
Options and other hedging instruments Trading 33 3.1) (2.2) (1.4) 50.9
and
CFH"
Metal prices
Futures and options CFH* 7.7 0.1 7.8 79.5
Interest rates
Swaps on credit lines Trading (3.3) 1.5 (1.8) 117.4
Cther interest rate swaps Trading (56.0) 17.0 (39.0) 457.3
Hedging derivative instruments (6.6) (100.0) (14.9) 17.0 (104.5) 1,623.8

* Cash Fiow Hedge

(1) Hedging gains and losses are offset by fair value adjustments in an equal amount to the underlying hedged item.

(2) Recorded under “Other comprehensive income”.

11.2 Book value and market value of other financial instruments

June 30, 2005
Book value Market value
Investments at cost 199.7 199.7
Cash and cash equivalents 176.5 176.5
Other financial assets 305.9 305.9
Bonds (1,200.0) {1,268.9)
Syndicated loan (Lexel) (4.7) 4.7)
Perpetual bonds (15.1) (15.1)
Other borrowings (720.0) (720.0}
Total other financial instruments (1,257.7) (1,326.6)

The market value of financial instruments is estimated either internally, by discounting the future differential

cash flows at current market interest rate, or by third party banks.
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Note 12 — Geographic Segment information

Breakdown by region:

Sales June 30, 2005 June 30, 2004
Europe 2,725 2,622
North America 1,333 1,155
Asia-Pacific 917 860
Rest of the world 424 340
Total 5,399 4,977
Operating margin (in %) June 30, 2005 June 30, 2004
Europe 12.7% 11.4%
North America 12.9% 12.2%
Asia-Pacific 11.5% 11.1%
Rest of the world 12.3% 12.1%
Total 12.5% 11.6%

Note 13 — Other operating income (expense)

At June 30, 2005, other operating income (expense) broke down as follows:

June 30, 2005 June 30, 2004
Restructuring (46.6) (38.0)
Provisions for impairment of operating assets (5.4)
Gains or losses on the disposal of operating assets 74 2.5
Gains or losses on disposal of non-current assets (2.3) 1.7
Other operating income (expense) 7.6 (1 514 (2
Total (39.6) 27.6

(1) of which €9,9 million of goodwill impairment at June 30,2005 (see note 3 Goodwill)

(2) of which €12 million of indemnity received and €10 million of IFRS effect of cancellation of actuarial gains and
losses that were recognized in « selling, general and administrative expenses ».

In 2005, most of other operating income and expenses were reallocated in other P&L lines.
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Note 14 - Financial income (expense) - net

Interest income and expense consist solely of income and expense relating to financial assets (including
cash and short-term investments) and debt.

June 30,2005 June 30, 2004

Interest income 20.9 16.8
Interest expense (68.5) (63.5)
Net gains on the sale of marketable securities 4.1 18.3
Net cost of debt (43.5) (28.4)
Exchange gains and losses, net (4.0) 0.3
Dividend income 6.8 3.9
Allowances on marketable securities and equity investiments 2.2) 4.1
Discounting adjustments (6.5) 1.7
Fair value adjustments 3.0

Other financial expense (4.4) _(40)
Total (50.8) (22.5)

Note 15 - Income taxes

15.1 Analysis of tax expense

Wherever possible, Group entities file consolidated tax returns. Schneider Electric SA files a consolidated tax
return with its French subsidiaries held directly or indirectly through Schneider Electric Industries SAS.

Analysis of tax expense June 30, 2005 June 30, 2004

Current taxes
¢ - France (3:3) (13.4)
¢ - International (161.8) (136.8)
Total (165.1) (150.2)
Deferred taxes
- France (45.8) (40.1)
- International 15.5 11.8
Total (30.1) (28.3)
Tax expense (195.2) (178.5)
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15.2 Reconciliation of theoretical and effective tax rates

June 30, 2005 June 30, 2004

Net income attributable to Schneider Electric SA 413.1 360.0
Tax expense {195.2) {178.5)
(9.9)

Impairment of goodwil}

Minority interests (14.2) (13.1)

Net income (loss) of companies accounted for by the equity method (2.5) (2.2)
Income before tax and impairment of goodwill 634.9 5538
Theoretical tax rate 34.93% 35.43%
income tax calculated at the theoretical rate (35.43%) (221.7) (196.2)
Reconciling items:

Difference between French and foreign tax rates 189 18.0
Tax credits and other tax reductions 132 138
Unrecognized tax losses arising in current year 8.2) (1.9)
Use of unrecognized tax loss carryforwards 4.3 14
Additional taxes (6.4) (4.6)
Other permanent differences (0.3) (9.0)
Actual net tax expense (195.2) (178.5)
Effective tax rate 30.7% 32.2 %

Note 16 - Subsequent events

On July 22, 2005, the Group announced the acquisition of US-based BE! Technologies for an enterprise
value of $562 million. Pending approval from anti-trust authorities and fulfilment of the usual conditions, the
acquisitions should be finalized and accounted for in the fourth quarter of 2005.

Note 17 - First-time adoption of IFRS

The following tables reconcile the 2004 financial statements prepared in accordance with French generally
accepted accounting principles and rules (French GAAP) to the 2004 financial statements prepared in
accordance with International Financial Reporting Standards (IFRS).

They show the adjustments made to the opening and closing balance sheets and the income statement. The
IFRS figures presented below are based on the IFRSs and 1ASs endorsed by the European Union in
regulation 1725/2003 and subsegquent amendments.

IFRSs/IASs are applicable from either January 1, 2004 or January 1, 2005. In particular, IAS 32 and 1AS 39
have been applied prospectively as from January 1, 2005. Adjustments arising from application of 1AS 32
and IAS 39 are presented in Note 2.8.

30



17.1 IFRS-French GAAP reconciliation at January 1, 2004

17.1.1 Opening balance sheet
(in millions of euros)

Jan. 1, 2004 , Jan. 1, 2004
Assets Notes French GAAP Adjustments IFRS
Non-current assets
Goodwill, net 17.7.2 3512,8 35128
Intangible assets 17.7.1 270,7 1,3 272,0
Property, plant and equipment 17.8.3 1439,1 (9,3) 14298
Assets held for sale 17.8.3 0,0 14,8 14,8
Total 52226 6,8 5229,4
Investments
Investments accounted for by the equity method 60,5 60,5
Available-for-sale financial assets 369,6 369,6
Other financial assets 585,4 585,4
Total investments 10155 0,0 10155
Deferred taxes 17.7.4 747,2 175,9 923,1
Other non current assets 17.7.5 315,6 (315,2) 0,4
Total non-current assets 7 300,9 (132,5) 7 168,4
Current assets
Inventories and work in progress 17.7.3 11241 36,2 1160,3
Trade accounts receivable 17813 (31,6) 17497
Other receivables and prepaid expenses 17.7.1-17.85 627,0 (40,4) 586,6
Cash and cash equivalents 30875 30875
Total current assets 66199 (35,8) 6 584,1
Total assets 139208 (168,3) 13752,5
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(in millions of euros)

dJan. 1, 2004

Liabilities Notes French  Adjustments Janl":é‘;'om
GAAP

Shareholders' equity
Capital stock 18547 1854,7
Additional paid in capital 4290,8 4290,8
Other comprehensive income
Retained earnings 17246 (714,6) 1010,0
Cumulative translation adjustment 17.8.2 (211,4) 211,4 0,0
Shareholders' equity (excluding minority interests) 7 658,7 (503,2) 7 155,5
Minority interests 74,9 (0,5) 74,4
Sharehoiders' equity 7733,6 (503,7) 7 229,9
Provisions for long-term losses and contingencies
Provisions for pensions 17.7.5 672,5 418,5 1092,0
Provisions for contingencies 17.8.5 156,7 (17.8) 138,9
Total provisions for losses and contingencies 829,2 401,7 1230,9
Non-current liabilities
Ordinary and convertible bonds 1200,0 1200,0
Perpetual bonds 113,6 113,6
Long-term portion of financial debt 17.8.3 121,7 5,0 126,7
Total non-current financial liabilities 1 435,3 5,0 1440,3
Deferred taxes 17.7.4 92,2 (42,5) 49,7
Other non-current liabilities 40,5 40,5
Total non-current liabilities 2 397,2 364,2 27614
Current liabilities
Trade accounts payable 12329 12329
Accrued taxes and payroll costs 663,1 663,1
Provisions for short-term losses and contingencies 17.8.5 299,0 (28,8) 270,2
Other current liabilities 342,0 342,0
Short-term portion of financial debt 1253,0 1253,0
Total current liabilities 3790,0 (28,8) 3761,2
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17.1.2 Shareholders’equity reconciliation at January 1%, 2004

(in milfions of euros)

Shareholders’ equity — French GAAP — Jan. 1, 2004 Notes 7,658.7
IERS adjustments

Pensions 17.7.5 (734.7)
Additional deferred taxes 17.7.4 (49.6)
Rebates 17.7.6 (31.7)
Inventory 17.7.3 36.2
Discounting of provisions 17.8.5 17.8
Elimination of deferred charges 17.7.1 (10.0)
Other 0.8
Deferred tax impact of adjustments 17.7.4 268.0
Shareholders’ equity — IFRS - Jan. 1, 2004 7,155.5

17.2 IFRS-French GAAP reconciliation at December 31, 2004

17.2.1 - Closing balance sheet

Dec. 31, Dec. 31,2004
Assets Notes Dec. 31, 2004 Adjustments 2004 ’43 3239 IFRS incl, IAS
French GAAP adjustments
IFRS 39
Note 2.8
Non-current assets
Goodwill, net 17.7.2 40777 384,6 44623 76,7 4 539,0
Intangible assets 17.7.1 8465 48,0 894,5 894,5
Property, plant and equipment 17.8.3 145838 (2,1} 1456,7 1456,7
Assets held for sale 17.8.3 76 7,6 76
Total 6383,0 4381 68211 76,7 68978
investments
Investments accounted for by the equity method 65,3 0,0 653 65,3
Available-for-sale financial assets 154,3 0,0 1543 44,2 198,5
Other financial assets 288,1 00 2881 288,1
Total investments 5077 0,0 5077 44,2 551,9
Deferred taxes 17.7.4 752,8 77,5 830,3 24 832,7
Other non-current assets 17.7.5 262,1 (262,1) 00 0,0
Total non-current assets 7905,6 253,5 8159,1 123,3 8282,4
Current assets
Inventories and work in progress 17.7.3 1368,7 397 14094 14094
Trade accounts receivable 21357 0.0 21357 21357
Other receivables and prepaid expenses 17.7.1- 17.8.: 5715 (42,4) 529,1 21,7 550,8
Cash and cash equivalents 10628 00 10628 (87,0) 975,8
Total current assets §139,7 (2,7) 5137,0 (65,3) 5071,7
Total assets 130453 250,8 13 296,1 58,0 13 354,1
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Shareholders' equity

IYUIC £.0

Capital stock 1809,6 0,0 1809,6 1809,6
Retained eamings 5765,5 (180,0) 5585,5 (48,8) 5536,7
Sharehoiders' equity (excluding minority interests) 7 575,1 (180,0) 7 395,1 (48,8) 7 346,3
Minority interests 69,0 3,8 72,8 3,4 76,2
Shareholders' equity 7 644,1 (176,2) 7 467,9 (45,4) 74225
Provisions for long-term losses and contingencies

Provisions for pensicns 17.7.5 660,9 365,3 1026,2 1026,2
Provisions for contingencies 17.8.5 208,7 (16,4) 192,3 192,3
Total provisions for losses and contingencies 869,6 3489 1218,5 0,0 12185
Non-current liabilities

Ordinary and convertible bonds 1200,0 0,0 1200,0 12000
Perpetual bonds 73,3 0,0 733 (73,3) 0,0
Long-term portion of financial debt 17.8.3 20,8 4,1 249 21,0 45,9
Total non-current financial liabilities 12841 4,1 1298,2 (52,3} 12459
Deferred taxes 17.7.4 101,5 101,7 203,2 22,7 225.9
Other non-current liabilities 104,4 0,0 104.4 73,3 177,7
Total non-current liabilities 2 369,6 454,7 28243 43,7 2 868,0
Current liabilities

Trade accounts payable 1384,4 0,0 1384,4 1384,4
Accrued taxes and payroll costs 849,5 0,0 849,5 849,5
Provisions for short-term losses and contingencies

Other current liabitities 17.8.5 543,4 (27,7) 515,7 59,7 575,4
Short-term portion of financial debt 254,3 0,0 254,3 2543
Total current liabilities 3031,6 __(27,7) 3003,9 59,7 3 063,6
Total liabilities and shareholders' equity 13 045,3 250,8 13 296,1 58,0 13 354,1
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17.2.2 - Net income

(in millions of euros)

Net income (attributable to Schneider Electric SA) - French GAAP - Dec. 31, ! Notes 564,6

IERS adjustments

Amortization of goodwill 17.7.2 217,1

Capitalization of development costs 17.7.1 45,6

Reversal of amortization of actuarial gains and losses 17.7.5 38,7

Stock option expense 17.7.7 (8,9)

Other 3,2

Deferred tax impact of adjustments 17.7.4 (32,1)

Minority interests (4,3)

Net income (attributable to Schneider Electric SA) - IFRS - Dec. 31, 2004 823,9

17.3 IFRS-French GAAP reconciliation interim balance sheet
(in millions of euros)

June 30,
June 30, 2004 .
Assets Notes French GAAP Adjustments 2004
IFRS

Non-current assets
Goodwill, net 17.7.2 3959,0 2794 42384
Intangible assets 17.7.1 818,1 25,0 843,1
Property, plant and equipment 17.8.3 14978 (9,4) 14882
Assets held for sale 17.8.3 14,9 14,9
Total 6 274,7 309,9 6584,6
investments
Investments accounted for by the equity method 59,7 59,7
Available-for-sale financial assets 291,3 291,3
Other financial assets 2949 2949
Total investments 645,9 0,0 645,9
Deterred taxes 17.7.4 772,2 175,5 9477
Other non-current assets 17.7.5 303,4 (303,4) 0,0
Total non-current assets 7 996,2 182,0 8178,2
Current assets
Inventories and work in progress 17.7.3 13920 42,9 14349
Trade accounts receivable 22233 (31,7) 2191,6
Other receivables and prepaid expenses 17.7.1-17.8.5 565,9 (39,2) 526,7
Cash and cash equivalents 1313,3 13133
Total current assets 5 494,5 (28,0) 5 466,5
Total assets 13 490,7 154,0 13 644,7
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Shareholders' equity

Capital stock 1859,9 1859,9
Retained earnings 5 862,4 (576,6) 52858
Cumulative translation adjustment (158,0) 196,4 38,4
Shareholders' equity (excluding minority interests) 7 564,3 (380,2) 71841
Minority interests 61,4 (0,1) 61,3
Shareholders’ equity 7 625,7 (380,3) 72454
Provisions for long-term losses and contingencies

Provisions for pensions 17.7.5 690,2 432,9 11231
Provisions for contingencies 17.8.5 159,3 90,8 250,1
Total provisions for losses and contingencies 849,5 523,7 1373,2
Non-current liabilities

Ordinary and convertible bonds 1200,0 1.200,0
Perpetual bonds 94,2 94,2
Long-term portion of financial debt 17.8.3 111,7 4.6 116,3
Total non-current financial liabilities 1405,9 4,6 1410,5
Deferred taxes 17.7.4 90,8 143,1 233,9
Other non-current liabilities 92,2 92,2
Total non-current liabilities 2 438,4 671,4 3109,8
Current liabilities

Trade accounts payable 1508,2 0,0 1508,2
Accrued taxes and payroll costs 893,6 0,0 893,6
Provisions for short-term losses and contingencies

Other current liabilities 17.8.5 632,2 (137,1) 495,1
Short-term portion of financial debt 392,6 0,0 392,6
Total current liabilities 3426,6 (137,1) 3 289,5
Total liabilities and shareholders' equity 13 490,7 154,0 13644,7
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17.4. IFRS-French GAAP reconciliation interim statement of income

Consolidated Statement of Income

June 30,

2004 June 30,
(in millions of euros except for earnings per share, Notes French Adjustments 2004

GAAP IFRS
Sales 17.7.6 49844 (7,7) 4 976,7
Cost of sales 17.7.1 (2 854,5) (133,7) (2988,2)
Gross margin 2129,9 (141,4) 1988,5
Research and development expenses 17.7.6 (265,1) 138,7 (126,4)
Selling, general and administrative expenses (1335,1) 21,7 (1313,4)
Other income (expenses), net 41,8 (25,9) 15,9
Operating income 571,5 (6,9) 564,6
Financial expense, net (28,2) 17,4 (10,8)
Income from operations before tax 543,3 10,5 553,8
Exceptional items 17.6 (38,1) 38,1 0,0
Income tax (159,9) (18,6} (178,5)
Net income of fully consolidated companies
before amortization of goodwill 345,3 30,0 375,3
Amortization of goodwill 17.7.2 (104,0) 104,0 0,0
Group's share of losses of equity investments (2,2) (2,2)
Net income of continuing activities 239,1 134,0 373,1
Discontinued activities 0,0
Net income before minority interests 239,1 134,0 3731
Minority interests (12,8) (0,3) (13,1)
Net income attributable to Schneider Electric SA 226,3 133,7 360,0
Earnings per share (in euros) 1,01 1,61
Diluted earnings per share (in euros) 1,01 1,61
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(in millions of euros)

Net income attributable to Schneider Electric SA - French GAAP - June 30, 2004 Notes 226,3
IFRS adjustments

Amortization of goodwill 17.7.2 104,0
Capitalization of development costs 17.7.1 22,4
Reversal of amoprtization of actuarial gains and losses 17.7.5 19,5
Stock option expense 17.7.7 (4,4)
Other 11,1
Deferred tax impact of adjustments 17.7.4 (18,6)
Minority interests (0,3)
Net income attributable to Schneider Electric SA - IFRS - June 30, 2004 360,0

17.5 IFRS-French GAAP reconciliation interim statement of cash flows

June 30, 2004 R&D Reclassification Other June 30, 2004
IFRS Capitatization R&CaCT French gaap
Net cash provided by operating activilies before changes in
operating assets and liabilities 580 (22) (15) 0 543
Change in working capital requirement (223) 18 56 (1582)
Net cash provided hy operating activities 357 (22) 0 56 3N
Net cash used by investment in operating assets (145) 22 0 (123)
Net cash used by investment in financial assets and other (453) (61) (514)
Net cash (used)/provided by investing activities 598] 22 0 (61) (637)
Net cash used by financing activities (1573) (157
Micellaneous (17) 5 (1
Net increase/(decrease) in cash and cash equivalents (1831) 0 [i] 0y (183
Cash and cash equivalents at beginning of period 2 902 2 902
Increase/(decrease) in cash and cash equivalents (1831) (1831)
Cash and cash equivalents at end of period 1071 1071
Dec. 31, 2004 R&D Reclassification Other Dec. 31, 2004
IFRS Capitalization R&CACT French gaap
Net cash provided by operating activities before changes in
operating assets and liabilities 1282 (46} 24 0 12860
Change in working capital regquirement (98) {24) {18) (138)
Net cash provided by op g activities 1184 (46} 0 (16) 1122
Net cash used by investment in operating assets (329) 46 0 (284)
Net cash used by investment in financial assets and other (840) (1) (840)
Net cash (used)/provided by investing activities (1169) 46 0 (1) {1124)
Net cash used by financing activities (1976) {1976
Micellaneous 5 17 22
Net increase/(decrease) in cash and cash equivalents (1956) (0) 0 [1} (1956
Cash and cash equivalents at beginning of period 2902 2902
Increase/(decrease) in cash and cash eguivalents (1.956) (1956)
Cash and cash equivalents at end of period 346 346
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The main impact on the cash flow statement is related to capitalized development expenses, which appear
under cash used by investment in operating assets. The resulting reclassifications between net cash
provided by operating activities before changes in operating assets and liabilities and cash used by
investment in operating assets amounted to €22 million in first-half 2004 and €46 million in full-year 2004,

Application of IAS 7 led the Group to specify the classitication of certain operating provisions that were
reclassified from change in working capital to net cash provided by operating activities before changes in
operating assets and liabilities, in an amount of €15 million in first-half 2004 and a negative €24 million in full-
year 2004. In addition, the Group has reviewed the treatment used to consolidate MGE at June 30, 2004.
This led to a reclassification of €61 million from net cash used by investing activities to change in working
capital. This reclassification was already reflected in the French GAAP financial statements at December 31,
2004.

17.6. Adjustments arising from the first-time adoption of IFRS

The opening IFRS balance shest at January 1, 2004 has been prepared using the following options and
exemptions allowed under IFRS 1- First Time Adoption Of IFRS:

- Business combinations carried out prior to January 1, 2004 have not been restated.

- Cumulative unrecognized actuarial gains and losses for defined benefit plans have been reset to zero,
by adjusting opening retained eamings.

- Cumulative translation adjustments have been reset to zero at January 1, 2004, by adjusting opening
retained earnings.

- 1AS 39 has been applied prospectively from January 1, 2005.

The other options available under IFRS 1 have not been used, particularly that of remeasuring property,
plant and equipment or intangible assets at fair value.

¢ Income statement presentation

The presentation of the income statement has been changed to comply with IAS 1 — Presentation of
Financial Statements. The main change concerns items classified as exceptional in the French GAAP
accounts, which are reported above the line in the IFRS income statement, in operating revenue or expense.
In addition, research and development costs have been reclassified, as explained in note 17.7.1 below.

17.7. Changes in accounting principles and policies

17.7.1. Intangible assets

 Intangible assets generated by research and development activities

Development costs for new products and comprehensive product upgrades may be capitalized under IAS
38. In 2004, systems were set up to track and capitalize these costs. Only development costs for new
products launched since 2004 are capitalized in the IFRS accounts.

Development costs capitalized in 2004 amounted to €22 million at June 30, 2004 and €46 million at
December 31, 2004, before tax. These costs are being amortized over the estimated life of the underlying
technology, which averages 5 years.

A substantial proportion of development costs consists of maintenance or process engineering costs for
existing products, which do not qualify for capitalization under tAS 38. In the IFRS accounts, these costs
continue to be charged directly to the income statement; however, they are reclassified under "Cost of sales*
and included in the carrying value of inventories where appropriate. Only research costs continue to be
reported under “Research and development expenses”, as they cannot be capitalized.

The resulting changes in the presentation of R&D costs are as follows:
- Qualifying development costs are recorded in the balance sheet (€22 million at June 30, 2004 and €46
miflion at December 31, 2004).
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- Maintenance and process engineering costs are reported under "Cost of sales” and included in the value of
inventories, in an amount of €116 million at June 30, 2004 and €195 million at December 31, 2004 (see Note
17.7.3).

- The amount reported under "Research and development expenses” corresponds solely to research costs.

« Intangible assets previously recognized in the balance sheet

All intangible assets carried in the opening French GAAP balance sheet at January 1, 2004 comply with the
definition contained in IAS 38 - Infangible Assets.

Deferred charges recognized in the French GAAP balance sheet have been reclassified under different
asset captions (€1 million at January 1, 2004, €1 million at June 30, 2004 and €2 million at December 31,
2004) or eliminated (€10 million at January 1, 2004, €10 million at June 30, 2004 and €12 million at
December 31, 2004).

No changes have been made to amortization periods.

+ Intangible assets acquired in connection with business combinations

Under IFRS 3 — Business Combinations, intangible assets of the acquired company must be recognized
separately from goodwill where the assets concerned qualify for recognition as intangible assets under IAS
38. These intangible assets are also recognized in the French GAAP accounts and adoption of IFRS 3 does
not therefore result in any adjustments to the 2004 accounts.

17.7.2. Goodwilt
As explained above, the Group has decided not to restate acquisitions made prior to January 1, 2004.

Goodwill arising on business combinations carried out in 2004 (and final adjustments to goodwill arising on
business combinations carried out in 2003) has been reported in the French GAAP accounts in accordance
with IFRS 3 — Business Combinations.

Net goodwill carried in the opening balance sheet at January 1, 2004 is no longer amortized. This change of
method had a favorable impact on income of €104 million in first-half, 2004 and €217 million in the full year
2004 and on the balance sheet of €101 million at June 30, 2004 and €209 million at December 31, 2004,
after taking into account translation adjustments.

Goodwill has also been adjusted by €176 million at June 30, 2004 and December 31, 2004 to take into
account deferred tax liabilities recognized on brands purchased in 2004, in application of IAS 12.

French GAAP (standard CRC 2002-10) comply with IAS 36 - Impairment Of Assets, and goodwill has been
tested for impairment on the same basis in both the French GAAP and the IFRS accounts.

17.7.3. Inventories

The carrying value of inventories in the IFRS balance sheet includes process engineering costs and
amortization of capitalized development costs. This change of valuation method has the effect of increasing
the value of inventories by €36 million at January 1, 2004, €43 million at June 30, 2004 and €40 million at
December 31, 2004

17.7.4. Deferred taxes

In the French GAAP accounts, deferred taxes are recognized for all temporary differences between the book
value of assets and liabilities and their tax basis, except for deferred taxes on non-amortizable intangible
assets that cannot be sold separately from the acquired entity (§ 313 of standard CRC 99-02), corresponding
in practice to trademarks.

Under French GAAP, material deferred tax assets and liabilities are discounted when the period in which
they are expected to reverse can be reliably determined.

Application of IAS 12 - Income taxes — has the following impact:
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A deferred tax liability is reported on trademarks recognized in connection with business combinations. The
effect of this change of method on opening retained eamings is €17 million. For acquisitions carried out in
2004, the impact is €176 million, leading to a corresponding adjustment of the goodwill recognized on the
acquisitions concerned (see Note 17.7.2).

Deferred taxes are not discounted, resulting in an increase of €33 million in deferred tax liabilities at January
1, 2004.

Deferred taxes are included in non-current assets and liabilities in accordance with IAS 1 — Presentation Of
Financial Statements, which requires a distinction 1o be made between current and non-current items.

The other adjustments to deferred taxes arise from adjustments made in application of other standards. They
include:

Deferred tax liability recognized in respect of the change in inventory valuation (€13 million at January 1,
2004, €15 million at June 30, 2004 and €14 million at December 31, 2004).

Deferred tax liability recognized in respect of capitalized development costs in an amount of €8 miliion at
June 30, 2004 and €16 million at December 31, 2004 (see note 17.7.1 above).

Deferred tax asset recognized in respect of the additional obligation reported for defined benefit plans
(mainly actuarial gains and losses) in the IFRS balance sheet (see note 17.7.5 below), in an amount of €274
million at January 1, 2004, €276 million at June 30, 2004 and €248 million at December 31, 2004..

17.7.5. Pensions and other employee benefits

Employee benefit obligations are identified and measured in the French GAAP accounts using methods that
are similar to those set out in 1AS 19 — Employee Benefits. These methods are described in the 2004 Annual
Report (Note 1.16 to the consolidated financial statements).

in connection with the changeover to IFRS, the Group has performed a comprehensive review of its
employee benefit plans. Some plans that were previously qualified as defined contribution — including certain
European retirement plans and certain healthcare plans — constitute defined benefit plans under 1AS 19 and
have therefore been reclassified.

In addition, as explained above, unrecognized cumulative actuarial gains and losses and vested past service
costs have been reset to zero by adjusting retained earnings, as allowed under IFRS 1 -~ First Time Adoption
of IFRS. The total effect of this adjustment on the opening balance sheet at January 1, 2004 is €735 million.

Plan assets have been reclassified as a deduction from corresponding pian liabilities (€315 million at
January 1, 2004, €303 million at June 30, 2004 and €262 million at December 31, 2004).

The net effect on pension and other post employment benefit liabilities was €420 million at January 1, 2004,
€433 million at June 30, 2004 and €365 million at December 31, 2004.

The absence of amortization of previously recognized actuarial gains and losses has a positive effect on the
IFRS income statement of €19 million in first-half 2004 and €38 million in full-year 2004, reported under
administrative costs (€3 million in first-half 2004 and €20 million in full-year 2004) and "Cost of sales” (€10
million in first-half 2004 and €18 million in full-year 2004),

Going forward, the Group has decided to recognize all actuarial gains and losses under “Other
comprehensive income” in the Statement of Recognized Income and Expenses, as allowed in IAS 19
(revised). The amount for 2004 was €22 million, net of tax.

17.7.6. Revenue recognition

The revenue recognition policies applied in the French GAAP accounts are not materially different from the
requirements of IAS 18 — Revenue and |1AS 11 — Long-Term Contracts:

Sales of goods are recognized when the significant risks and rewards of ownership are transferred to the
buyer.

Long-term contract revenue is recognized by the percentage-of-completion method and a provision is
booked for expected contract losses as soon as they are considered probable.
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Volume rebates granted to distributors are recognized as an expense when the initial sales are made by
Schneider Electric to these distributors. The effect of this change in recognition principle has been
recognized in the French GAAP and IFRS financial statements at January 1, 2004 and represents €32
million.

Certain cash discounts (€4 million in first-half 2004 and €8 million in full-year 2004) included in interest
expense, and certain sales incentives (€3 million in first-half 2004 and €7 million in full-year 2004) reported
under selling expenses have been reclassified as a deduction from sales in the IFRS accounts.

17.7.7. IFRS 2- Share-based payment
IFRS 2 applies to stock options granted after November 7, 2002 that do not vest prior to January 1, 2005,

The plans concemed are plan no. 21 dated February 5, 2003 (2,000,000 options exercisable as from
February 5, 2007) and plan no. 24 dated May 6, 2004 (2,060,700 options exercisable as from May 6, 2008).

The Group has chosen to value options using the Cox Ross Rubinstein binomial option pricing model.

Based on market data at the grant dates, the total stock option expense came to €5 million at June 30, 2004
and €9 million at December 31, 2004, reported under “Other expenses”.

17.8. Standards with little or no impact on the Group accounts

17.8.1 . Consolidation scope and methods

Application of the control criteria set out in IAS 27 — Consolidated Financial Statements And Accounting For
Investments In Subsidiaries ~ has not led to any change in the companies fully consolidated in the Group
accounts.

The principles and methods described in Note 1.3 to the 2004 French GAAP consolidated financial
statements are compliant with IFRS.

17.8.2. Foreign currency translation

The cumulative transiation adjustment has been reset to zero in the opening IFRS balance sheet at January
1, 2004, as allowed under IFRS 1. The impact at January 1, 2004 was €211 million.

Adoption of IAS 21 and IAS 29 has no impact on the Group accounts because the foreign currency
conversion and translation principles applied in the French GAAP accounts (notes 1.6 and 1.7 to the 2004
consolidated financial statements) comply fully with the methods prescribed under IFRS.

17.83. Property, plant and equipment and leases

Adoption of IAS 16 — Property, Plant And Equipment and IAS 40 — Investment Property has no impact on the
Group accounts.

Property, plant and equipment consist mainly of manufacturing equipment dedicated to specific product fines
and material parts of individual items of equipment are already depreciated separately in the French GAAP
accounts. Consequently, there is no need to change the assets' carrying value or depreciation schedules to
comply with IAS 16. In addition, the Group does not own any investment property.

Adoption of IAS 17 — Leases has led to the reclassification of certain non-material leases. The impact of
these reclassifications at January 1, 2004 was €6 million on assets and €5 million on debt.

In accordance with IFRS 5 — Non-Current Assets Held For Sale And Discontinued Operations — assets held
for sale at the year-end (consisting mainly of real estate) are reported separately, in an amount of €15 million
at January 1, 2004 and June 30, 2004 and €8 million at December 31, 2004.
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17.8.4. Impairment of assets

As recommended by the French securities regulator (COB, now renamed AMF), the Group elected for early
adoption — starting in 2002 - of standard CRC 2002-1Q concerning asset impairments. The method used to
test assets for impairment complies with 1AS 36 — Impairment Of Assets and the leve! (Cash Generating
Unit) at which the recoverability of goodwill is assessed are also compatible with this standard.

The Group's business is highly sensitive to technological advances and property, plant and equipment are
already tested for impairment at regular intervals. For the purpose of preparing the IFRS accounts, IAS 36 is
also being applied to internally-generated intangible assets corresponding to capitalized development costs.

17.8.5 Provisions for losses and contingencies

The changeover to IFRS has no impact on provisions for losses and contingencies because the criteria
applied in the French GAAP accounts to recognize these items comply with IAS 37 — Provisions, Contingent
Liabilities and Contingent Assets.

However, in the IFRS accounts, long-term provisions for losses and contingencies have been discounted.
The discounting adjustment posted to retained earnings amounted to €18 million at January 1, 2004, €17
million at June 30, 2004 and €16 million at December 31, 2004.

The following reclassifications have been made:

- Certain provisions for impairment of assets that were previously reported as liabilities have been
reclassified as a deduction from the corresponding assets (€29 million at January 1, 2004 and €28
million at June 30 and December 31, 2004).

- Accrued liabilities related to the environment and product warranties have been reclassified under
provisions for losses and contingencies in the IFRS financial statements at June 30, 2004, in an amount
of €35 million. Because these provisions were reclassified directly in the French GAAP financial
statements at December 31, 2004, there is no difference between the French GAAP and IFRS accounts
as of that date.
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17.9. Application of IAS 32 and IAS 39

IAS 32 - Financial Instruments — Disclosure and Presentation and |AS 39 — Financial Instruments —
Recognition and Measurement — have been applied prospectively, from January 1, 2005.

The following table shows the impact on the main balance sheet items affected by the application of IAS
32 and IAS 39.

December 31, 2004 IFRS Treasury | Available-for- | Hedging Derivative Perpe |Puts IFRS
(in millions of euros) before stock sale instruments | instruments | tual granted to|including

1AS 32 instruments not qualifying [ bond | minority IAS 32

and 39 for hedge [ s interests and 39

accounting
A B [ D E F

Goodwill 4,462.3 76.7 4,539.0
Investments 154.3 44.2 198.5
Other accounts 529.1 19.9 1.8 550.8
receivable
Cash and cash 1,062.8 (87) 975.8
equivalents
Perpetual bonds (73.3) 73.3 (0.0)
Other long-term financial (24.9) (21.0) (45.9)
debt
Other long-term debt (104.4) (73.3) (177.7)
Other short-term debt (515.7) (3.3)] (66.4) (675.4)
Retained earnings, net (1,597.8) 87 1.2 2.7 (1,506.9)
of tax
Other  comprehensive (22.3) (29.0) (12.9) (64.2)
income, net of tax
Minority interests (72.8) (3.4) (76.2)
Deferred tax assets 830.3 1.0 1.4 832.7
Deferred tax liabilities (203.2) (15.2 (7.0) (0.5) (225.9)

A- Treasury stock

IAS 32 requires all Schneider Electric shares held by the parent company and subsidiaries to be
recorded as a deduction from shareholders’ equity, whatever the purpose for which the shares are held.
In accordance with this standard, Schneider Electric shares with a value of €87 million carried in assets
in the French GAAP balance sheet at December 31, 2004, under “Cash and cash equivalents”, have
been reclassified as a deduction from equity.

B- Financial assets available for sale

In accordance with IAS 39, investments in non-consolidated companies have been reclassified as
available-for-sale financial assets and measured at fair value (corresponding to market value in the case
of listed shares). Gains and losses arising from remeasurement at fair value are accumulated in equity
under “Other comprehensive income”. Fair value adjustments to available-for-sale financial assets at
December 31, 2004 amounted to €44.2 million.

C- Derivative instruments and hedge accountin

IAS 39 requires all derivative instruments to be recognized in the balance sheet and measured at fair
value, whereas in the French GAAP accounts, these instruments were generally carried off-balance
sheet. The treatment of gains and losses arising from remeasurement at fair value depends on whether
or not the instruments qualify for hedge accounting under |AS 39.
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Currency instruments and hedges of future metal purchases qualified as cash flow hedges under 1AS 39
have been recorded in the balance sheet under “Other receivables” at their fair values of €12.2 million
and €7.7 million respectively, leading to adjustments of equity in the same amounts, recorded under
“Other comprehensive income”.

D- Derivative instruments not qualifying for hedge accountin

Derivative instruments not qualifying for hedge accounting under IAS 39 have been recorded at fair
value in the balance sheet, in assets for €1.8 million and in liabilities for €3.3 million, leading to
corresponding adjustments to equity. The instruments concerned consist mainly of interest rate hedges
on intercompany debt.

E- Perpetual bonds

In the French GAAP accounts, the 1991 perpetual bonds are recorded in debt at their nominal value,

while the related interest rate swaps are carried off-balance sheet.

- In accordance with interpretation SIC 12 and IAS 39, the Group has consolidated the special
purpose vehicle that holds the perpetual bonds. The swaps taken out in connection with the
perpetual bonds have been measured at fair value.

- Interest rate swaps taken out directly by the Group, which do not qualify for hedge accounting, are
recognized in the balance sheet at fair value, with gains and losses arising from remeasurement at
fair value recognized in “Financial expense — net”.

At December 31, 2004, the fair value of the perpetual bonds and swaps in the special purpose vehicle

was €21 million, and the fair value of the swaps entered into directly by the Group was €56.4 million.

E- Put options granted to minority sharehoiders

The Group has given commitments to buy out the minority shareholders of consolidated subsidiaries (put
options). These commitments were reported off-balance sheet in the French GAAP accounts at
December 31, 2004. IAS 32 requires their recognition in debt, at fair value. In the absence of established
accounting practice and pending publication of an interpretation by the IFRIC specifying the accounting
treatment of the related adjustment, the difference between the fair value of the put options and the
underlying minority interests has been posted to goodwill.
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Management Review First Half 2005

Highlights of First Half 2005
Changes in the scope of consolidation

In February, the Company strengthened its position in the North American energy and energy efficiency
market by acquiring Power Measurement Inc. The acquisition was finalized on April 14, 2005, and Power
Measurement has been fully consolidated as from that date.

In May 2005, the Company acquired the remaining 50.9% interest in Elau GmbH that it did not already own.
This now whoily-owned subsidiary has been fully consolidated as from June 1, 2005.

Abacus and SE Relays, acquired at the end of 2004, have been fully consolidated as from January 1, 2005.

Kavlico, Andover and Security Interational have been fully consolidated since July 1, 2004. The first-half
comparison therefore reflects a change in the scope of consolidation.

Together, these changes in scope of consolidation added €171.5 million, or 3.4% to sales and €28.5 million,
or 4.9%, to operating income for the period. Their average operating margin in the first half stood at 16.7%.

Acquisitions not yet consolidated

On June 8, 2005, the Company announced the acquisition of ABS EMEA, invensys’ building automation
division in Europe and the Middle East. The transaction has been submitted to anti-trust officials for
approval. If approved, ABS EMEA will be fuily consolidated in the second half of 2005.

On June 30, 2005, Schneider Electric’s US-subsidiary, Square D, signed an agreement to acquire Juno
Lighting Inc, leader in lighting equipment for the business and residential markets. The acquisition should be
completed at the end of third quarter 2005.

Exchange rate fluctuations

Fluctuations in exchange rates reduced sales by €70 million, or 1.4%, and operating income by €35 million,
or 6,1%. Most of the impact came from the euro’s average parity to the US dollar and the Chinese yuan:

usD CNY
Average rate, first-half 2004 1.2286 10.1683
Average rate, first-half 2005 1.2883 10.6577

Excluding the currency effect, operating margin would have been 13.0% for first half 2005.

Income Statement

Unless otherwise specified, all period-on-period changes have been calculated on a like-for-like basis (i.e. based on a
comparable scope of consolidation and at constant exchange rates).
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Sales

Consolidated sales for the six months ended June 30, 2005 amounted to €5,399 million, an increase of 8.5
% compared with reported sales for the same period of 2004. The like-for-like increase was 6.4%.

Sales by Operating Division

Sales of the European Operating Division rose 2.8% to €2,725 million in the first half. This growth is not
homogeneous between countries. France, Germany and the United Kingdom have growth rates that are
comparable to the european average. Spain has a sustained growth whereas markets remain difficults in
Italy.

Sales of the North American Operating Division increased 8% to €1,333 million, confirming the very good growth
dynamic of the activity.

Sales of the Asia-Pacific Operating Division climbed 8.3% to €917 million. China and India maintained high
growth rates of 14.4% and 28.9%, respectively.

International Operating Division sales came to €424 million, up 24.5% on the year-earlier period. The
division benefits from the high level of investments made in the countrie of this geographical area and
reaches an excellent performance.

Operating income

First-half operating income totaled €676 million versus €576 million in the year-earlier period, an increase of
17.3% on a reported basis and of 18.4% like-for-like. Consolidated operating margin (representing operating
income expressed as a percentage of sales) widened to 12.5% from 11.6%.

Operating income includes €47 million in non-recurring expenses related to industrial and IT redeployment
programs in France, Sweden and Japan.

At June 30, 2005, capitalization of development costs had a €54 million impact on operating income.
Capitalized development projects totaled €22 miilion at the end of the first half 2004.

The European Division’s operating margin rose 1.3 points to 12.7%, thanks to a strong actions taken for the
reduction of structure costs.

The North American Division had an operating margin of 12.9%, up 0.7 points confiring the improvement
in profitability.

Operating margins in the Asia-Pacific Division and the International Division were stable overall, at
respectively 11.5 % and 12.3%.

Net financial expense
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Net financial expense rose to €51 million in first half 2005 from €23 million at June 30, 2004. interest
expense grew by €15 million, reflecting the €640 million increase in net debt from the year-earlier period.
Exchange gains and losses, gains and losses arising from remeasurement at fair value of financial
instruments and discounting of provisions for contingencies added another €8 million to net financial
expense.

Group share in income/(loss) of equity investments

The Group's share in the income and losses of equity investments represented a net loss of €2.5 million
compared with €2.2 million for the year-earlier period.

Minority interests

Minority interests, primarily corresponding to the share of income attributable to minority shareholders of
MGE-UPS, Feller AG, EPS Ltd and certain Chinese companies, remained relatively unchanged at €14.2
million.

Income taxes

The effective tax rate for first haif 2005 was 30.7%, compared with 32.2% at June 30, 2004,

Netincome

Net income for the period came to €413 million, an increase of 14.7% over first half 2004.
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Balance Sheet

At June 30, 2005, total consolidated assets amounted to €14,354 million.

Non-current assets

Non-current assets rose 7.3% over the period to €8,889 million, or 61.9% of total assets (62.0% at June 30,
2004).

Net goodwill amounted to €4,989 million. The €450 million increase over the period primarily reflects €244
million in goodwill recognized on acquisitions for the period, including Power Measurement and Elau for
€166 million and €58 million, respectively, less the reclassification of €24 million in Kavlico goodwill under
intangible assets (trademarks, patents and customer files) and a €240 million positive translation adjustment.

Trademarks rose by €33 million over the period to €648 million following recognition of the Kavlico trademark
for €12 million and a positive translation adjustment of €19 million.

Capitalized development expenses totaled €115 million versus €62 million at December 31, 2004.
Substantially all of the increase is attributable to the capitalization of €54 million in expenses over the period
less amortization of €3 million.

Other intangible assets rose €68 million to €285 million and consisted mainly of software and patents. The
increase reflects, in particular, the recognition of patents and customer files related to the Kavlico acquisition.

Property, plant and equipment represented €1,506 million. The €41 million increase compared to December
31, 2004 corresponds to translation adjustments for €54 million and additions and disposals net of
depreciation for a negative €10 miilion.

Investments decreased from €552 million to €525 millions. This primarily reflects a €17 million decrease in
investments accounted for by the equity method, following the full consolidation of Elau as from June 1,
2005, and the collection of a receivable on the divestment of VA Tech GmbH for €18 million.

Deferred tax assets totaled €793 million and primarily correspond to tax loss carryforwards recognized in
France on the 2002 loss on Legrand shares for €375 million, and to deferred tax assets on provisions for
pensions and other employee benefit obligations for €307 million. First-half 2005 taxable income in France of
€63 million was set off against tax losses recognized in the balance sheet.

Current assets

Current assets rose 7.8% from December 31, 2004 to €5,466 million, representing 38.1% of total assets, as
at year-end 2004. Compared to December 31, 2004, inventories increased 12.2% to €1,581 million and trade
receivables rose 16.1% to €2,480 million. Translation adjustments accounted for 4.8% of the total increase,
with the rest reflecting acquisitions and primarily business growth.

At June 30, 2005, cash and cash equivalents had declined by €203 million to €773 million from €976 million
at December 31, 2004, reflecting Schneider Electric’s development. Note that at December 31, 2004, the
Company had a net debt position of €525 million. Net debt came to €1,167 million at June 30, 2005.
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Shareholders’ equity

Shareholders’ equity increased by €159 million from December 1, 2004 to €7,505 million, representing
52.3% of total liabilities and equity. Equity was lifted by €413 million in interim net income, €202 million in
translation adjustments, and a €32 million gain on remeasurement at fair value of available-for-saie financial
investments, partially offset by payment of the 2004 dividend of €395 million and cancellation of €102 million
in treasury stock, net of attribution to stock option plan for €57 million.

Minority interests rose by €2 million from December 31, 2004 to €78 million.

Provisions for contingencies

Accruals for pensions and other post-retirement benefits amounted to €1,080 million, representing 7.5% of
total liabilities and equity. The €54 million increase from December 31, 2004 primarily reflects currency
translation.

Provisions for contingencies came to €421 million, of which €220 million is reported under current liabilities.
Releases for the period, in an amount of €108 million, were offset by €72 million in additions, a €22 million
translation adjustment and the effects of changes in the scope of consolidation. Additions and releases
primarily concemed provisions for restructuring.

Debt

Long-term debt amounted to €1,268 million, representing 8.8% of total liabilities and equity, compared with
€1,246 million and 9.3% at December 31, 2004.

Short-term debt amounted to €672 million, or 4.7% of total liabilities and equity. The €417 million increase
reflects a €370 million commercial paper issue and a €44 million increase in bank overdrafts, partially offset
by the repayment of other short-term borrowings.

Other liabilities

Other long-term liabilities, in an amount of €205 million, correspond to deferred payments on the acquisition
of Clipsal for €40 million (to be paid 2007), MGE-UPS for €137 milion (including a €64 million earn-out
payment based on operating income for the period to September 30, 2005 and €73 million corresponding to
a put option exercisable by minority shareholders in 2006) and Elau for €23 million.

Other current liabilities consist mainly of trade payables, other payables and accrued liabilities, accrued
taxes and payroll costs and financial instruments, together representing 20.2% of total liabilities and equity.
The combined total of these items rose by 12.5% compared to December 31, 2004, to €2,894 million, with
trade payables representing 53.8% and taxes and payroll liabilities 32.6%. The increase reflects translation
adjustments (3.6%) and stronger business levels.

QOutlook for the second half of 2005

Thanks to its active repositioning in emerging markets and new specialties, combined with stepped-up
implementation of its efficiency plans, Schneider Electric should continue to generate high sales and
financial results growth in the second half of 2005.
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In light of current business conditions and currency rates, Schneider Electric has revised its full-year outlook
upwards, with:

- Organic sales growth of 6%, versus a previous target of 5-6%.

- An increase of 15% in operating income, versus a previous target of 10%.
Statement of Cash Flows

The consolidated statement of cash flows analyzes the main cash flows for the period.
Operating activities

Net cash provided by operating activities before changes in operating assets and liabilities amounted to €629
million, representing an unchanged 11.6% of sales.

The change in working capital requirement amounted to a negative €277 million. The increase compared to
first half 2004 was attributable to the sharp growth in sales, which drove corresponding rises in inventories,
trade receivables and trade payables. Other current assets and liabilities primarily comprise other
receivables and accrued taxes and payroll costs.

All told, net cash provided by operating activities came to €352 million, compared with €357 million at June
30, 2004.

Investing activities

Net cash used by investment in operating assets amounted to €224 million versus €145 million in first half
2004, At June 30, 2005, investment activities included €53 million worth of development projects capitalized
in the balance sheet, compared with €22 million at June 30, 2004.

€215 million was paid out for financial investments, compared to €386 million in first half 2004. This primarily
corresponded to the acquisitions of Power Measurement Inc. for €165 million and Elau for €71 million (of
which €48 million were paid out), offset by the divestment of interests in Wibe and Idec Izumi for €10 million.

Total cash used by investing activities came to €427 million in first half 2005 compared to €598 million for the
year-earlier period.

Financing activities
Net cash used by financing activities amounted to €151 million versus €1,573 million in first half 2004.

Debt increased by €363 million, primarily reflecting the issue of commercial paper for €370 million. The net
reduction in borrowings in first half 2004 came to €1,247 million.

Variation in shareholders’ equity resulted from purchases of treasury stock made in first half 2005 amounted
to €102 million (including attribution made to stock options plans for €57 million) versus €36 million made in
first half 2004.

Whereas the Company raised €28 million from share issues on the exercise of stock options in first half
2004, they had no impact at June 30, 2005.
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Dividend payments in first half 2004 amounted to €412 million of which €17 million in dividends paid to
minority shareholders of subsidiaries.

Cash

Over the period, cash and cash equivalents contracted by €245 million, compared to a €1,831 million decline
in first half 2004.
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Henri Lachmann

Chairman and
Chief Execurive Officer

for our customers

Dear Sharehoider,

At Schneider Electric, we do more than just sell electrical products and automa-
tion systems. We also seil enargy efficiency, comfort and safety. Building a new
facility is always a major investment, and while a company may be tempted to cut
costs, it can't take the risk, for example, of an elevator breakdown that would pre-
vent employees from getting to their offices. Similarly, a carmaker wouldn't want
to see production halted because of an unreliable automation system. And you, in
your own home, certainly wouldn't want to expose your children or grandchildren
to the risk of electrocution.

Uncontrofied, slectricity is a hazard, not only for people but also for installations
and the environment. Cuy business is to ensure energy qualily and personal
safety. Since demands vary from one region, country, and market to another, we
need to be close to our customers and attentive to their expectations and spe-
cific nesds.

The Initi@live 2005 campaign fair is designed to respond to these demands and
strengthen our special relationship with customers around the world by anticipa-
ting their needs and presenting not just products, but solutions and services. Our
local pariners, who are a key component of our strategy, also attend the event,

In this letter, you'll learn more about initi@tive 2605, Journalists, financial analysts
and investors were invited to attend the fair in Istanbul, where we spotlighted elec-
tricity management and our specific solutions in this area. In the next issue, we'll
discuss the technological innovations presented at initi@tive 2005,

I'm confident in our ability to maintain our leadership in innovation. | hope you
enjoy reading this issue and wish you a pleasant summer.

Qc,Qu.amde
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Nniti@tive 2005

From Sao Paulo to Istanbul
of the best of the New Ele:

Under the bright lights of the Andalu-
sian capital, Schneider Electric
unveiled the New Electric World's
technologies and applications for its
key European customers. Held from
May 910 13, the invitation-only event
innovated by allowing visitors to
prepare their own itineraries
depending on their needs and
interests. In testimonials, conferen-
ces, exhibits and demonstrations,
Initi@tive 2005 showcased the very
best of what Schneider Electric and its partners have to offer,

This included the house of the future, featuring automation devices that make
life easier, as well as models of robotic, pumping and lifting devices and the
most recent technological innovations tike Altivar 71. These will be presented
in our next letter,

Testimenials from customers who worked with Schneider Electric teams to
design effective solutions supported the presentations and gave tangible
examples in a wide range of industries, from airports and office buildings to
machine building and lumbaer.

Some 4,700 visitors attended the Seville event.

Initi@tive 2005 in Seville, 8pain

> %?{3@ visitors, >4 demonstration centers
representing 41 nationalities, in 5 days

> 3,400 s¢.1m of exhibitions > 580 sg.1m exnibit
of the new electric house
> 48 booths for Schneider Electric's
major brands > 108 conferences

> 3{ booths for Schneider Electric >45 conference rooms,
partners including a 900 sq.m space
for plenary sessions

Brussels
December 2003

China

Fall 2005
. Mexico City Shangai
April 2004 July 2004
May 2005 ul

June 2005

Santiago ...
June 2005

Sao-paulo
April 2005




Energy management. a burgeoning market

On Thursday, August 14, 2003, in just
nine seconds, nearly 50 million people
in eight US states and part of Canada
were left without power during peak
consumption. A rundown transmission
grid and inadequate monitoring
systems were the probable cause.

Energy management will be a key
challenge in the coming years as fuels
become depleted, energy costs per kWh
rise, power grids deteriorate, processes
become more and more complex and
environmental concerns take center
stage. Users not only want high-quality,
reliable energy, available everywhere
at any time, but they also want increa-
singly efficient, cost-effective power
solutions.

Protection Center (420 to 675VA)
The first 3-in-1 product combining a 30-niinuze
UPS, a lightning arrestor and muluple outlets

Sehneider Blecwic's dual challenge In
this burgeoning market is to uunprove
energy efficiency and provide high-
gquatity power, The long-term growth
prospects associated with energy
management and the potential to
develop a host of ancillary services make
this marker a swrategic priority for
Schneider Electric.

Thanks to our Powerlogic® range and
recent acquisitions of MGE-UPS and
Power Measurement Inc., we can
offer extensive expertise in electrical
power management.

Qur PowerkLogicl and Power
Measurement Inc. solutions enable us
to track, monitor, forecast and manage
all aspects of energy production and
consumption for energy suppliers and
users.

Metering systems can help reduce a
customer's energy bill by 2% to0 4% by
indicating where and how power is
consumed. Our solutions can also shave
2% 10 5% off operating costs by optimi-
zing consumption and generate resour-
ce savings of at least 10% by increasing
productivity through less downtime.

&

-via Seville-customers are getting a glimpse
stric World

Comer EX RT (510 11 kVA)
The highest availability and most compact (6U)
UPS syswent in the market

With MGE-UPS, we supply high
availability solutions for critical
applications, These include protection
devices for consumers and professio-
nals, uninterrupted power supplies for
PCs and servers, and protection
systems for companies. We serve
markets that are extremely sensitive
to electrical disturbances, with the
guarantee of high quality services
throughout an installation's lifetime.

Energy performance contract with Carrefour

Carrefour and Schneider Electric have signed their first guaranteed performance
contract to reduce energy consumption in Carrefour Group stores.

This is the first agreement of its type in France. The goal is to reduce the stores' energy
consumption by 10% to 15%, which for one hypermarket corresponds to the annual
consumption of 150 households. Schneider Electric has guaranteed this target, and in
return, Carrefour has committed t0 making the necessary investments, installing
equipment, refurbishing when needed, and supporting the deployment of good
practices in its stores. Because of its technical nature, the energy performance project
will be tested in 15 hypermarkets in 2005 and then rolled out gradually across the
different store formats.

Nathalie Darbellay

Chilling. for walk-in refrigerators and frozen-food displays, is the main area for improvement, as it represents 40% of a hypermarket's
energy consumption. Air conditioning, heating and lighting are also key targets. Aside from generating savings, energy management
solutions will create a more pleasant environment for shoppers and staff and maintain a uniform temperature throughout the stores,
from the freezers to the check-out counters.

The potential energy savings for the Group's hypermarkets totals 113 GWh, equivalent to more than a guarter of the energy
consumption of the city of Paris.



Shareholder Agenda

Schneider Electric Share/CAC 40 Index

> Over one year
Fune 24, 2004 - Fune 24, 2005

Schneider Electric CAC 40
share price index
4300
4040
& Shares outstanding: 226,194,377
= ISIN code: FR0000121972 3780
w Stock market site codes: SU or SCHN
= Traded on the Euronext Paris First 3520
Market; efigible for the deferred
settlement service 3260
= Par value: €8.00 :
= Market capitalization: €14.1 billion 45 } ! : 3000
February 04 April June August October December February 05
Share price in euros g Schneider Electric share @ CAC 4/0
Schneider Eleciic snare”?r%e

July 29, 2005
Second-quarter 2005 sales
Interim 2005 financial results

October 20, 2005
Third-quarter 2005 sales

For further information,
shareholders in France may
call the following toll-free
number:

O ROD 2085 14

www sohnaider-elootric.com
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M. Forgeard

M. Gallot

M. Weinberg

The Annual and Extraordinary Shareholders’ Meeting, chaired by Chairman and
CEO Henri Lachmann, was held on May 12, 2005. Shareholders were invited, in
particular, to hear the reperts of the Board of Directors and to approve the financial
statements for the year ended December 31, 2004. Prior to the meeting, the Board
co-opted Noél Forgeard as Director to replace Thierry Breton, who had resigned.

During the Meeting, the Chairman reviewed the year’s highlights:

- an excelent operating and financial performance, with sales up 18% and net
income up 30%,

- deployment of a new, efficient organization,

- continuation of an aggressive strategy to acquire less cyclical businesses with high
growth potential,

- introduction of the new2 company program, with ambitious financial targets
for 2005-2008 concerning organic sales growth, operating margin, return on capital
employed, payout and gearing.

Shareholders approved all of the resolutions tabled. in particular, they resolved to:
- approve the financial statements for the year ended December 31, 2004,

- distribute a dividend excluding tax credit of €1.80 per share, up 64% from the year
before, to be paid in cash as from May 17, 2005,

- elect Jérbme Gallot and Serge Weinberg as Directors,
- re-elect Henri Lachmann and René de la Serre as Directors,

- set the annual amount of attendance fees paid to members of the Board
of Directors,

- authorize the Board of Directors to buy back the Company’s shares, increase
the capital with or without pre-emptive subscription rights, issue shares to
employees who belong to the Corporate Savings Plan and grant shares without
consideration to employees.

The quorum was met (45.0%) and the resolutions were approved by a majority of
between 67.5% and 99.7%.

Schneider
Electric

Building a New Electric World
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Giving shareholders the floor

Beeause of its pust, Schneider Elcctric is secem ay g cyclical stock. What measues
fceve been taker 1o reduce the Companys exbosure 1o economic cvcles?

It’s true that we have a cyclical image, which isn’t entirely justified since 6% of our
sales corpe from newbnilding or capital lovestment and 40% come from
renovation. To reduce our exposure, we need to expand in the residential market,
which enjoys steady growth, as well as in our growth piarforms, These platforms
comprise less cyclical activities with high growth potential such as energy management,
industrial and building automation and services. We also need 1o internstionalize our
Pusiness ever more, 1o take advantage of the fact that the economic situation varies
from continent to continent, and from country to country. Re-balancing our operations
geographically and by murket will help reduce our cyclical nature.

Fread i the pross vecontly thal sorne of your products were nol reliable. Whaor
drpact has this had on Schueider Elecivic’s reputaiion?

Around the world, when people buy a Schneider Electric product, they know that they
won'’t have any problems. We continue to leverage this core competitive advantage in
the marketplace. To keep up with the changing business environment, we have to
become even more demanding with ourselves so we can offer even greater quality.
When we have doubts about a product—and that happens when you’ve got a catalog of
300,000 items—we launch a recall. In the US, for example, we suspected a highly
random defect in an electronic component in one of our residential products. Even
though the possible defect did not in any way compromise the product’s safety, we
immediately recalled the units in North America.

We measure quality. The indicators have improved year after year, and we believe it is
our duty to continue improving them.

Today, we have more than 1,500 team members trained in Six Sigma methods, which
allow us to identify quality problems, solve them, increase our quality and reduce costs.
These people are known as quality black belts and green belts.

We will continue to invest and take increasingly systematic action when eventual
problems arise.

What are yvowr inain challenges and who ave yowr mavin challengers?
Our main challenges in the medium-to-long term are:

~Technologiond innovarion. We are far ahead of the competition, but we need to make
another quantum leap. We are involved in a single business. We must maintain our
position as the leader and pioneer in what we do. Our products and services, based on
technological innovation, will drive our growth.

- Geggraphic coverage. We must absolutely redeploy our entire organization.

- Cirowih. We have two differentiating advantages in relation to our very high quality
competitors: a single business focus and worldwide coverage, None of our challengers
has our global spread, notably in the emerging markets, nor can they respond as
quickly as we do because of their size.

These are the challenges we have set for ourselves and started to address. We are
working on extremely simple, common sense issues but which represent major
challenges at the industrial and business levels. In the first three months of the year,
our 80,000 employees have already made these challenges their own, as part of the
new® company program.



