MICHELIIII

October 21, 2005

SRR s emm—
-

450 Fifth Street, N.W. 05012211 e
Washington, D.C. 20549 S U )Q P& :
S A

RE: SEC File #82-3354

Gentlemen:

Pursuant to Rule 12g3-2(b) and at the request of Compagnie Générale des Etablissements
Michelin (“CGEM?”), please find enclosed herewith the following:

- Minutes of the Mixed General Meeting held on May 20, 2005.
- Letter to Shareholders dated September 2005.

- English translation of a publication in the Bulletin Des Annonces Legales
Obligatoires ("BALO") on September 2, 2005.

- English translation of a publication in the BALO on September 7, 2005. Section A of
this publication is also included in the Consolidated Earnings Guide dated August
2005 which has previously been filed with the Securities and Exchange Commission.

If you have any questions regarding these documents, please feel free to contact me at
(864) 458-5513.

Very truly yours,
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e Vice President, Secretar
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Mlchelm North America, Inc.

One Parkway South

PO. Box 19001

Greenville, South Carolina 29602-9001
Tel: 864/458-5000




ery month. The site is wrntten in
rity of its income from advér’iising and.

an average of three ndeas vp,erz personi




'atutory share 'of Company prbfits L
thelr remuneratson drops too




What do you
Ground clearance |

and nearly 15,000 i

Voting results

Resolution

O W~ B NN =

—
(=]

Michelin emp oys a staffwof 126100

fi Clérmont and

Subject
Approval of the corporate accounts for the 2004 financial year
Aflocation of profits for the 2004 financial year
Approval of the consolidated accounts for the 2004 financial year
Special Auditors’ report on regulated agreements
Transfer of €200,000,000 from the speciaf long-term capital gains reserve to an ordinary reserve
Appointment of Mrs. Laurence Parisot as a member of the Supervisory Board
Appointment of Mr. Patrick Cox as a member of the Supervisory Board
Renevrlal. of the share purchase program
Appointment of Michel Rollier as Managing Partner
Deletion of the statutory nationality condition applying to the allocation of double voting rights
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SEC Fil 235 ~ Letter
to Shareholders ¥

SepTemBER 2005 .
Dear Madam, Dear Sir,

Dear Shareholder,

In the course of the first half of 2005, Michelin maintained a high leve
performance and achieved a margin of 8.2% in a tough economic environment.

- The huge rise in the cost of raw materials continued, in globally falling markets,
. compared to the same period in 2004. European markets in particular became dull,
whereas during the first six months of 2004 they had been decidedly favorable.
Nonetheless, our price increases and the enhanced sales of our highest added-value
products enabled us to compensate fully for the rise in raw material costs.

In the above context, with an almost stable sales figure and a dedicated effort in cost
. control, the Group’s net income rose by 8.9%.

| should like to lay particular emphasis on the performance obtained in our Specialty
Activities Segment and underscore the achievements recorded in "Earthmover, Agricultural,
Two Wheeler and Aircraft tires”. In this segment, the operating margin surged forward by
more than 6 points when compared to that of the first half of 2004. This consequential
improvement was naturally fostered by a favorable economic situation for Earthmover tires,
but, above all, it is the result of our teams’ hard work aimed at helping our customers to
have a heightened perception of these tires’ highly valuable technical content, and so
accept a more equitable product value increase.

Consequently, the development of your Company is firmly supported by its three building
blocks: Passenger Car and Light Truck Tires, Truck and Bus Tires and Specialty Tires. These
three underpin the good performance of the Michelin Group.

During the second half of 2005, we should see a global improvement in the markets
compared to the same period last year. The increase in the cost of raw materials is expected
to continue. As a result, we intend to ensure that our groundwork goes on, in terms of
targeted growth, the increased value of our products and cost control,

As we enter the fourth quarter, we are confident in our capacity to improve this year’s
operating performance as opposed to last year’s.

Well done to all our teams!

Thank you for your support.

Edouard Michelin




First half 2005 earnings - Michelin confirms its operating
performance

in contrasted markets, which were globally speaking down compared to the first half of
last year, Michelin has maintained its operating income at last year's high level. By virtue
of increased product value and a tight control over SG&A costs, the Group has managed to
compensate not only for a significant decline in sales volumes, but also for the increase in
the cost of raw materials that turned out to be more severe than in the course of the first
six months last year.

-« The operating margin reached 9.2%, which is up by 0.1 points compared to the first haif
of fast year.

" Net income is up by 5.5% (the Group's net income rose by 8.9%).

.. The surge in Specialty activities with an aperating margin of 9.2% together with the high
level maintained in Passenger Car and Light Truck performance at 9.6% have offset the
decrease of 8.5% in the operating margin of Truck Tire sales, that is basically to be
attributed to the European replacement markets, which feil significantly over the first half.

i The Price Mix improvement continues to show an increase of 5.1%.

Simplified Income Statement

In milions of Euros (IFRS) : 30, 2005, Variation 2005 / 2004
Consolidated net sales +0.1%
At constant exchange rates™ + 1.1%
Operating income +0.7%
Operating margin +0.1pt
Net income +5.5%

The rules and methods applied to the preparation of the consolidated accounts at June 30, 2005 comply with the International Financial Accounting Reporting
Standards (IFRS).
*Comparison to consolidated net sales for the first half 2004 at the first haif 2005 with constant scope and exchange rates

Michelin confirms its operating a historic low. The North American market remains

. buoyant in both Passenger Car and Light Truck and
performance in contrasted in Truck tire sales with an increasingly enhanced

markets product mix effect. In Asia, the Chinese market
has confirmed its potential, whilst

exhibited highly variable fluctuations developments are more contrasted in
and were globally speaking in other countries in this geographical

decline compared to the first half RQSUZtSfOT area. As for the specialty tire

ket, there has been an upward
of 2004. The replacement markets . mar . |
in Europe were rather dull, theﬁrst half market trend in afl zones, with the

In the course of the first half, tire markets

basically because of a gloomy 0f2005 EXFEptIOI’l of the European
economic conjuncture. Even though agricultural market.

the decline has been limited in the in this environment, Michelin has
Passenger Car and Light Truck segment, pursued its targeted growth strategy;

the drop in the Truck Tire segment reached price increases have been implemented for all



products and geographical zones, in both original
equipment and in the replacement markets. Price
increases have held up, except for certain European
Passenger Car and Light Truck markets in which the
Group had to face aggressive price campaigns from
competitors. Michelin brand sales have grown
sharply in Passenger Car and Light Truck in both
North America and in China. The X One Truck Tire
has consolidated its success. Sales in the specialty
segment have risen significantly because of the
increased product value, as the technological assets
of these products are becoming increasingly
acknowledged.

The increase in prices and the enhanced sales mix
have enabled the Group to compensate not only
for the decline in the volume of sales (largely
attributable the downward turn in European
markets), but also for the escalation of raw material
costs which has been even maore significant than
in the first half of last year. The targeted growth
policy combined with the progress we have
achieved in our productivity and our firm grip on
SG&A costs have enabled the Group to maintain
its operating margin at a high level {9.2%).

Net income has increased by 5.5%
reaching 385.9 million Euros

This increase was particularly affected by a
significant but isolated decrease in the corporate
tax burden compared to the first half of 2004,
and was achieved despite the financial impact of
costs linked to an anticipated and partial bond
reimbursement.

The Group's financial structure
should significantly improve in
the course of the second half
of 2005

The free cash-flow* is negative for the first haif at
- 510 million Euros compared to - 75 million Euros
for the same period last year. This difference is
mainly due to a higher level of inventory than in the
first half of last year and which is expected to
return to the same level at the end of the second
half, and on the other hand it is caused by

payments made in the first half of 2005, whereas

these were settled in the second half of 2004.
With the capital expenditure program confirmed at
1.3 billion Euros, free cash-flow is projected to

rebound significantly in the second half, reaching a
level similar to that of last year.

Net debt increased by 580 million Euros between
July 1, 2004 and June 30, 2005. This evolution is
mainly due to the change in free cash-flow, the
distribution of dividends and the valuation of
contracts related to minority interest in certain
Group subsidiaries. Nonetheless it should be
emphasized that the debt to equity ratio remains
stable because of the increase in shareholders’
equity.

*free cash-flow = cash-flow - variation in working capital reguired - net
investments {(financial and non-financial)

h ’Outlook for the second half
2005

rgythe second half of 2005 tire markets shouid
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shotild lose 3%’ year on year.

Raw materral costs will continue to escalate at
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Segment information

As of January 1, 2005, Michelin changed the
presentation of its segment information in order to

inctude the distribution activities in the corresponding
Passenger Car/Light Truck and Truck segments.

Operating margin before
non-recurring items
(as % of net sales)

Operating income before non-recurring items

1% half 2004 Variation ~1%half 2005, 1 half 2004
05/04
Millions Asa%
of Euros  of total L
SRT’ 3956  58.0  -17% i 9.6% 9.7%
SR2" 2611 382 -213% - 85%  108%
SR3™ 259 38 +2583% ' ‘92% 2.6%
Total Group 682.6 100 +0.7% 9:2% 9.1%

*Passenger Car/Light Truck and related distribution activities - **Truck and related distribution activities - **~Speciaity activities

SR1 (Passenger Car/Light Truck
and related distribution
activities)

Passenger Car/Light Truck tire markets were highly
contrasted in the first half of 2005: robust growth
in North America and in China, and 2 slight decline
in Europe. Group net sales are down a modest
- 0.9% while sales volumes lost - 4.9%.

At 9.6%, the operating margin before non-recurring
items is stable compared to the first half of 2004.
This is a good result and was obtained in spite of
lower volumes and of the continuing inflation
in raw material costs. The following facters drove
this good performance:

~~~~ t

i1 Richer product mix and more favorable brand
mix, with the Michelin brand recording significant
success in North America and in Asia.

SR2 (Truck and related
distribution activities)

Market trends differ substantially between Original
Equipment (up across the board) and Replacement
which shows signs of weakening.

Group net sales are slightly above their level in the
first half of 2004, and although sales volumes are
down by 3%, they benefited from a continually
growing North American market, while European
markets for Replacement are significantly down.

At 8.5% of sales, the operating margin before non-
recurring items is down by 2.3 percentage points
versus the first half of 2004. It has been primarily
affected by an unfavorable sales mix between
Original Equipment and Replacement that is the
result of weakening European replacement markets,
and a booming demand from North American truck
manufacturers.

Group distribution activities in Europe have been hit
and the replacement market dipped to an all-time
low.

SR3 (Specialty activities)

At 9.2%, the operating margin before non-
recurring items of the Specialty activities is up by
6.6 percentage points compared to the first half of
2004. All the segment’s businesses contributed
to this quite substantial improvement in the
operating margin. The Wheel business, which was
sold on May 1, 2005, had only a limited impact on
this achievement.

In order to extract more value from the products
with a high technological content, the Specialty
tire segment repositioned its prices and had
an excellent first half of the year. The performance
of all activities has improved. Widespread customer
acknowledgement has been given to the
technological value of our products and the
competitive edge of the tires manufactured by the
Group. An enhanced sales mix has also become
evident on account of the continuing radialization
of Agricultural and Aircraft tires.



Consolidated income Statement for the 1* half of 2005 (IFRS)

{in Millions of Euros)
From 1.1
to 30.6 2004
Net sales 7,486
Cost of sales {5,022)
Gross margin 2,464
Sales and marketing expenses (890)
Research & development expenses (305)
General and administrative expenses (514)
Other operating income and expenses (72)
Operating income before non-recurrent items 683
Non-recurrent income and expenses -
Operating Income 683
Financial result (114)
Income before tax 569
Taxes (204)
Net income from associated companies 1
Net Income 366
» Of which Group share 357
« Of which controlling shares 9
Basic earnings per share (in Euros) 2.47
Diluted earnings per share (in Euros) 2.47
Simplified Consolidated Balance Sheet at June 30, 2005 (IFRS)
(In millions of Euros) At December 31,
2004

Non current assets 7,928
Current assets 8,146
« Of which inventories 2,858
+ Of which commercial receivables 2,919
TOTAL ASSETS 16,074
Equity 3,546
Non current liabilities 7,063
+ Of which long term financial debts 3.054
« Of which personnel benefits 3,170
+ Of which long term provisions and liabilities 785
Current liabilities 5,465
Short term financial debts 1,894
Supplier debts 1,599
Other short term liabilities 1,972
TOTAL LIABILITIES 16,074
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Some 150 vintage cars took part in the Gordon Bennett Centenary Cup which was run on the circuit marked out
by the Michelin brothers in 1905.

Michelin takes center stage
in Shanghai

Bibendum Forum & Rally

in Kyoto

Designed to fit in between the 2004 Challenge
Bibendum held in China and the 2006 edition in
Paris, the Bibendum Forum and Rally, the only event
of its kind, took place in Japan on 8 and 9 june last.
Michelin organized the meeting in Kyoto and invited
its partners in the automobile industry, car
manufacturers, energy providers and equipment
suppliers. The objective was to work together
to promote new technologies more conducive
to sustainable mobility. For the participants the
question is no fonger whether to use these
innavations, but how to make them happen as
quickly as possible.

After the Forum had been held in the very building
where the "Kyoto Protocol” was signed, the
51 participating vehicles, all using the most
promising new technologies, hit the road to show
off their paces on the way to the 2005 Universal
Exhibition in Aichi.

In the USA pressure is a serious
matter

The National Highway Traffic Safety Administration,
which is under the direction of the U.S. Department
of Transportation, has passed legislation regarding
tire pressure maonitoring in the United States. The
legisiation states that by 2008 all road vehicles
weighing less than 4.5 tonnes must be equipped
with a tire-pressure monitoring system, except for
those with twin tire assemblies. The monitoring unit
must be designed to warn the driver if the
recommended cold tire service pressure drops by
25%.

Michetin is well ahead in the design and set-up
of these technological processes, enhancing
both comfort and safety.

Auto Shanghai, the eleventh Shanghai Automobile
Fair, took place at the end of April last. Michelin was
present with a 300m? stand, where the Group’s
principal product innovations were displayed,
such as the largest Earthmover tire in the world
and the A380 tire.

With 780 exhibitors and 400,000 participants,
the fair has quickly joined the top 5 largest
international events of this kind held in Tokyo,
Detroit, Frankfurt, Paris and Geneva. Participating in
a showcase event like Auto Shanghai has become
a must for any company seeking to scale up
its market share in China, where increasing
importance is ascribed to the automaobile every year.
In 2004, 2.42 million cars were sold in this country,
which is an increase of 13% compared to 2003/

Mid-season and a clutch
of trophies already!

There are smiles on the faces of the men and women
at Michelin Competition. We are half way through
the season, and never before have the drivers of cars
fitted with Michelins garnered so many victories.

In the 24 Hours Le Mans. Michelin brought home its
8" victory on the trot and its 5° victory in a row with
Audi.

In the World Rally Championship, Sébastien Loeb
and Citroén are way out front in the drivers’ and
constructors’ championships.

In the Motorcycle Grand Prix, the riders on Michelin,
led by Valentino Rossi on Yamaha, have taken the
first 7 places.

In Formula 1 racing, the teams shod with Michelins
have, until now, swept all the podium places except
at the Indianapolis Grand Prix, where Michelin and
its partners decided to put safety first; the tires
were not adapted to the extreme conditions this
year in turn number 13. Michelin apologized to the
public and has offered to reimburse all spectators’
for their tickets and is offering 20,000 of them
a ticket for the race next year.
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A new record on the Ladoux

test tracks

The Shell Eco-marathon has been running for 20 years
and to celebrate the event, Michelin hosted it on June
25 and 26. Prestigious engineering schools compete
to travel the greatest distance possible on one liter of
fuel. The first record chalked up in 1985 was 600 km
but this year the previous record was blown to atoms
when the new distance covered was recorded at
5,385 km! This sensational performance was achieved
by the Zurich “Ecole Polytechnique”.

Over the last twenty years, many things have
thanged in aerodynamics, in materials and
winning
prototype was
powered by
a fuel cell
battery and
a host of
calculations had to be made to convert results so
that they were expressed in terms of kilometers
covered with one liter of fuel. Tires played a role
of paramount impertance. The winning team was
given two types of low-rolling resistance Michelin
tires. Riding on the first set of tires the vehicle
traveled 3,952 km. On the second type of tire, which
had a lower rolling resistance, the same team
managed 5,385 km!

Second Michelin Performance
and Responsibility report -

an approach with tangible
results.

Michelin presented its second Performance and
Responsibility report, covering the period from 2003
to 2004, at the Annual Shareholders’ Meeting on
May 20. The report, which is available in both French
and English, provides clear evidence of the headway
made by the Group not only in the nine specific
areas of its responsible development approach, but
also in the practical day-to-day application of our
Company's five fundamental values.

The results are both numerous and tangible.
The progress achieved shows how dynamic
our approach is and the management staff’s
keen involvement. The following are examples:
the finalization of tire energy efficiency indicators,
the foilow-up of personnel development, concrete
results obtained in team diversity, progress in job

The equivalent of one liter of fuel to travel 5,385 km, an achievement to which Michelin is no stranger.

safety, the action taken in favor of sustainable
mobility, the research to reduce the impact of tire
debris, the recovery and disposal of end-of-life tires,
our involvement in the economic development of the
areas in the vicinity of our plants, the implementation
of the site environmental management system,
economic performance, shareholder communications
and risk management within =~ /.
the Company.

.

The layout, and the many
illustrations, diagrams,
tables and photographs
make the report easy and
pleasant to read. This
more concise edition
of Michelin Performance
and Responsibility
provides a perfect roundup document

which goes through the main factors contributing
to the Company’s lasting overall performance!

The report can be consulted or downloaded from
www.michelin.com or can be requested from
our Individual Shareholder Relations Department.

A future Earthmover plant for
Brazil

The Group has just faunched a project for the
construction of a new Campo Grande Earthmover
tire manufacturing plant in Brazil. This new plant,
which will employ around 400 people, should be
completed and roll out its first tires in the course of
the second half of 2007.

This new plant will strengthen the Group's
Earthmover capacity in a market which has
been extremely buoyant over the last year and
a haif. World demand is very strong and is expected
to remain so over the next few years. Strong growth
in certain areas like China, for example, has detonated
an off-the-chart explosion in the number of worksites,
underground mining sectors, quarries, dock activities
and material handling, which are all sectors in which
a great many earthmover tires are needed.

This new plant will serve mainly the Brazilian and
North-American markets and will enable other
European plants to concentrate on supplying other
markets.




hareholders' Consultatlve Commlttee

The members of the Shareholders’ Cons tatuve
Committee visited our plant in Montceau-les-Mmes

in France on 14" September 2005, where thé Head
Manager and site teams extended a warm welcome

to them. Then several workshop managers showed:
them round the manufacturing areas to. introduce
them to various aspects of production, such: as+
rubber mixing, tire building and the curing of .
Earthmover and Passenger Car and Light Truck tires. "

A working conference ended the day and a draw- =
selection process was used to replace some,,
Commiittee members.

Variation of CAC 40 index and the Michelin share price

29/12/2000 31/08/2005 Variation over 31/12/2004 31/08/2005 Variation over

the period the period
CAC 40 592642 439936 -2577% 382116 439936  +15.13%

Michelin share 38.55 49,28 +27.83% 4719 49.28 +4.43%
Difference between - s ]
Michelin and.CAC 40

i

21070 |

From 1" January to 37" August 2005:

» Highest stock price: 56.20 € 9* March

» Lowest stock price: 45.26 € 7 July

* Average daily volume of transactions: 200 -
823,277 shares

Euronext Paris - Eurolist

Local equity - Compartment A (Blue Chips)
Deferred payment service (SRD)

ISIN: FRO000121261

Indices: CAC 40 - Euronext 100

Par value: 2 euros

Number of shares: 143,387,025

150

100

o Michelin memnen  Indice Auto Monde 50
sererme CACA0 smmzsa - INdice Prieu Monde 01/2002 01/2003 01/2004 01/2005 08/2005

SHAREHOLDER RELATIONS Fivancial COMMUNICATION INTERNET ADDRESS
Anne-Marie Vigier-Perret Eric Le Corre . www.michelin.com/corporate

EMPLOYEE SHAREHOLDER RELATIONS Christophe Mazel .
. . Jacques-Philippe Hollaender
Frangoise Ventézou
12. cours Sabion 23, Place des Canmes-Déchaux
53040 Clermont-Ferrand Cedex 9 - FRANCE 63040 Clermont-Fercand Cedex 9 - FRANCE

Tel: 33 (0)4 73985900 Tel.:33(0) 4733224 53

Fax 33 (0) 4 73 98 59 04 33(0)1456616 15

actionnaires-individuels@frmichelin.com Fax:33 .(0) 145661319 - SEPTEMBER 2005
e-mail ; investor-relations@fr.michelin.com

Wichelin - Corporate Conwnunications

MICHELIN

A better way forward




SEC FILE #82-3354
Page 1 of 1 \

COMPAGNIE GENERALE DES ETABLISSEMENTS
MICHELIN

(Michelin et Cie.)
Partnership limited by shares with capital of 286,774,050 Euros

Registered Office: 12, cours Sablon, 63000 Clermont-Ferrand
855200 887 R.C.S. Clermont-Ferrand

CONSOLIDATED SALES (NET OF TAXES)
(in millions of Euros)

2005 2004
IFRS IFRS
Pro forma
From January 1 through March 31 ......... 3,610 3,618
From January 1 through June 30 ....... ... 7,490 7,486




COMPAGNIE GENERAL DES ETABLISSEMENTS MICHELIN
(Michelin et Cie)

Partnership limited by shares with capital of 286,774,050 Euros
Registered Office: 12, cours Sablon, 63000 Clermont-Ferrand
855.200.887 R.C.S. Clermont-Ferrand

A. - Consolidated Mid-Year Results at June 30, 2005
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1. CONSOLIDATED BALANCE SHEET
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11. CONSOLIDATED INCOME STATEMENT
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111. CONSOLIDATED CASHFLOW STATEMENT
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1v. CHANGE IN CONSOLIDATED SHAREHOLDER FUNDS
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CONDENSED NOTES TO THE INTERIM CONSOLIDATED
FINANCIAL STATEMENTS TO JUNE 30, 2005

I - BASIS OF PREPARATION

Until 31.12.2004, Michelin Group prepared and presented its consolidated account based
on the French GAAP consolidation policies set forth in rule 99-02 of Comité de la
Réglementation Comptable. Under Rule 1606/2002 of the European Community, the
consolidated accounts of European listed companies are prepared from 2005, based on the
International Accounting Standard Board (1ASB) referential.

Michelin Group's interim consolidated financial statements to June 30, 2005 were drawn
up based on the accounting and measurement policies of IFRS standards as adopted by the
European Union. 5

The interim notes are in condensed form, pursuant to article 221-5 of the réglement géné-
ral de V'Autorité des Marchés Financiers, Wthh integrates the general principles for inter-
im accounts set forth in recommendation CNC 99R01.

The accounting principles used are described in note 2 above.

These policies were appiied by the Group consistently for all reporting periods, excluding, as

per the provisions of standard IFRS 1, the measurement of financial instruments set forth

under 1AS 32 et LAS 39.

The choice of options and exemptions in connection with IFRS 1 in particular, were

presented by the Group upon publication of the 2004 consolidated accounts (see note 9.1)

The following standards, interpretations or amendments that were applicable from

January 2005 but not yet adopted by the European Union are not relevant to Michelin

Group accounting:

- IFRIC 2 governing associated company stakes in cooperating entities and similar instru-

ments,

- 1AS 39 amendment on transition and initial accounting of financial assets and liabilities,

- SIC 12 Amendment on ad-hoc entities.

The following standards, interpretations or amendments applicable from January 2006 but

not yet adopted by the European Union are not relevant to Michelin Group accounting:

- IFRS 6 on prospection and evaluation of mining resources,

- IFRIC 5 on rights to stakes in funds to dismantlé and repair sites,

- Amendment of 1AS 19 on accounting for actuarial gains and losses,

- Amendment of 1AS 39 on cash-flow hedges in connection with future intragroup tran-
sactions.

The Group did not opt for early application of IFRIC 4, in connection with contractual
finance lease, which is applicable from 1.1.2006, the interpretation of which has not yet
been adopted by the European Union.

Note 9 deals with the impact of implementation of IFRS accounting policies and measure-
ment on Group Financial Statements.

Consolidated financial statements were prepared based on historical cost, except, as des-
cribed in the accounting policies below, for some transactions that are measured at fair
value, and in particular those that relate to financial assets held for sale and derivated
financial instruments.

The preparation of financial statements under IFRS standards stipulate that Management
should use assumptions or estimations reflected in the value of the assets and liabilities at
the balance sheet closing date and in the value of the income and for the reporting period.
The final results could differ from these estimations.

As as otherwise stated, all amounts are presented in millions of euros.
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2 - SUMMARY OF SIGNIFICANT ACCOUTING POLICIES

2.1 - Consolidation .

The Michelin Group (the “Group”) consolidated financial statements include all subsidiaries,
associates and joint ventures of Compagnie Générale des Etablissements Michelin ("CGEM"
or the "Company”), company incorporated in Clermont-Ferrand (France).

(a) Subsidiaries
Subsidiaries are all entities (including special purpose entities) over which the Group has
the power to govern the: financial and operating policies, generally accompanying a share-
holding of more than one half of the voting rights.
The financial statements of subsidiaries are included in the consolidated financial statement
from the date that control commences until the date that control ceases.
Inter-company transactions, balances and unrealised gains on transactions between group
companies are eliminated. Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred.
Accounting policies of subsidiaries have been changed where necessary to gnsure consis-
tency with the policies adopted by the Group. )

(b) Associates
Associates are all entities over which the Group has significant influence but not control,
generally accompanying a shareholding between 20 % and 50 % of the voting rights.
Investments in associates are accounted for by the equity method of accounting and are
initially recognised at cost. The Group’s investment in associates includes goodwill (net of
any accumulated impairment loss) identified on acquisition (see note 2.10 on intangible
fixed assets).
The Group’s share of its associates’ post-acquisition profit and losses is recognised in the
income statement until the date that control ceases.
When the Group's share of losses in an associate equals or exceeds its interest in the asso-
ciate, the Group does not recognise future losses, unless it has incurred obligations or made
payments on behalf of the associate.
Unrealised gains on transactions between the Group and its associates are eliminated to
the extent of the Group's interest in the associates. Unrealised losses are also eliminated
unless the transaction provides evidence of an impairment of the asset transferred.

(c) Joint ventures
Joint ventures are entities over whose activities the Group has joint control, established by
contractual agreement. Investments in joint ventures are accounted for by the equity
method of accounting as described in the Associates section above.
Shareholdings in companies which are not subsidiaries, associates or joint ventures are not
consolidated. They are accounted for as non derivative financial assets (see 2.13).

2,2 - Segment reporting
A business segment is a group of assets and operations engaged in providing products
or services subject to risks and returns that are different from those of other business
segments.
A geographical segment is engaged in providing products or services within a particular
economic environment that are subject to risks and returns that are different from those
of segments operating in other economic environments.
The Group's primary format for segment reporting is business segments and the secondary
format is geographical segments, in accordance with the risks and returns profile of the
Group's operations.
This is reflected by the Group's divisional management and organisational structure and
the Group's internal financial reporting systems.
The primary segments for the Group are:
¢ Reporting Segment 1 (Passenger Car and Light Truck tires and related distribution activities),
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» Reporting Segment 2 (Truck tires and related distribution activities),

* Reporting Segment 3 (The others activities including speciality tires, earthmover and
agricultural, aircraft tires, 2 wheels, maps and guides, ViaMichelin, Michelin LifeStyle
and other sales).

The secondary segments for the Group are:

* Europe (Western and Eastern),

® North America (including Mexico),

¢ Other (Asia, South America , Middle-East and Africa )

Segment assets consist of goodwill and intangible assets, property, plant and equipment,

trade receivables and inventories.

Corporate assets are allocated to each segment in proportion of the amount of direct assets.

Transfer prices between geographical segments are set on arm's length basis.

2.3 - Foreign currency translation

{a) Presentotion and functional currency
The financial statements of the Group's entities are measured using thexr functional
currency, which is the currency of the primary economic environment in which they
operate and which corresponds for most of them to their local currency.
The consolidated financial statements are presented in euros (EUR), which is the
Company’s functional currency.

(b) Transactions
Foreign currency transactions are translated into the functional currency using the exchan-
ge rate prevailing at the date of the transactions. Foreign exchange gains and losses resul-
ting from the settlement of such transactions and from the translation at closing exchange
rates of monetary assets and liabilities denominated in foreign currencies are recognised
in the income statement.
Exchange differences on non-monetary items, such as shareholdings classified as available-
for-sale financial assets, are included in the fair value reserve in equity from 1 January 2005.

(c) Translation
The financial statements of Group entities that have a functional currency different from
the Group presentation currency are translated into the presentation currency as follows:
assets and liabilities are translated at the closing rate at the date of the balance sheet,
income and expenses are translated at the average rate of the period, and all resulting
exchange differences are recognised as a separate component of equity.
Cash flows are also translated at the average rate of the period.
When an entity is sold, such exchange dlfferences are recognised in the income statement
as part of the gain or loss on sale.
Goodwill and fair valuc adjustments arising on the acquisition of an entity are treated as
assets and liabilities of the entity and translated at the closing rate.

(d) Exchange rates of major currencies
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2.4 - Derivatives

Derivatives financial instruments are used to manage exposures to foreign exchange and.
interest rate risks.
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In 2004:
When hedging balance-sheet items, currency forward derivative instruments are measured
at fair value with fluctuations recognised in income statement. See Note 2.5 when the deri-
vative hedges a future transaction.
Interest rate derivative instruments are not measured at fair value, but interest is accoun-
ted for on an accrual basis.

From | fanuary 2005:
All derivatives are initially recognised at fair value on the date a derivative contract is ente-
red into and are subsequently measured at their fair value. The method of recognising the
resulting gain or loss depends on whether the derivative is designated as a hedging instru-
ment, and if'so, the nature of the item being hedged (Note 2.5).
All changes in fair value of derivatives not designated as hedging instruments are recorded
as financial income or expense in the period in which they arise.
Fair values are based on market values for listed instruments or on mathematical models,
such as option pricing models and discounted cash flow calculations for unlisted instru-
ments. These models take into consideration market data. -
Embedded derivatives are recognised separately if not closely related to thé host contract.

2.5 - Hedging

In 2004:
When hedging future transactions, currency forward derivative instruments are measured
at fair value with fluctuations deferred until recognition of the underlying transaction. See
Note 2.4 when the derivative hedges a balance sheet item.

from | Januory 2005:
Some derivative financial instruments are designated as either:
 hedges of the fair value of recognised assets or liabilities or a firm commitment (fair
value hedges); i
» hedges of highly probable forecast transactions (cash flow hedges); or
» hedges of net investments in foreign operations.
The Group generally limits the use of hedge accounting to certain significant transactions.
Some derivatives, while providing effective economic hedges under the Group's financial
policies, do not gualify or have not been designated for hedge accounting (Note 2.4). For
example, foreign exchange derivatives that are used to hedge the currency exposure of
financial assets and liabilities are not designated as hedging instruments.
The Group documents at the inception of the transaction the relationship between hedging
instruments and hedged items, as well as its risk management objectives and strategies.
The Group also documents its assessment, both at inception and on an ongoing basis,
of whether the derivatives that are used in hedging transactions are highly effective in
offsetting changes in fair values of hedged items.

Changes in the fair value of derivatives are accounted for differently depending on the type
of hedge:

e Fair value hedges )

Changes in fair value of derivatives are recorded in the income statement, together with any
changes in the fair value of the hedged asset or liability that are attributable to the hedged risk.
» Cash flow hedges

The effective portion of changes in the fair value of derivatives is recognised in equity. The
gain and loss relating to the ineffective portion is recognised immediately in the income
statement. Amounts accumulated in equity are recycled in the income statement in the
period when the hedged item will affect the income statement. However, when the fore-
cast transaction that is hedged results in the recognition of a non-financial asset or a liabi-
lity, the gains and losses previously deferred in equity are transferred from equity and
included in the initial measurement of the cost of the asset or liability. When a hedging ins-
trument expires or is sold, or when a hedge no longer meets the criteria for hedge accoun-
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ting, any cumulative gain or loss existing in equity at the time remains in equity and is
recognised when the forecast transaction is ultimately recognised in the income statement.
When a forecast transaction is no longer expected to occur, the cumulative gain or loss that
was reported in equity is immediately transferred to the income statement.

» Hedges of net investments in foreign operations

These hedges are accounted for similarly to cash flow hedges. Any gain or loss on the hed-
ging instrument relating to the hedge is recognised in equity; the gain or loss relating to
the ineffective portion is recognised immediately in the income statement. Gains and

losses accumulated in equity are included in the income statement when the foreign ope-
ration is disposed of.

2.6 - Revenue recognition

Revenue from sales is recognised when it is probable that future economic benefits will
flow to the Group entity and these benefits as well as the costs related to the transaction
can be measured reliably. ~
The amount of revenue is measured at the fair value of the consideration received, or
receivable, taking into account the amount of any trade discounts allowed by the Group
entity or any commercial incentives meeting the criteria of correlation with sales.
Sales are recognised as follows:

Sales of goods
Revenue from sales of goods is recognised when the Group has transferred to the buyer the
significant risks and rewards of ownership of the goods and retains neither continuing
managerial involvement to the degree usually associated with ownership nor effective
control aver the goods sold.

Sales of services
Revenue from sales of services is recognised by reference to the stage of completion of
the transaction at the balance sheet date when this stage of completion can be measured
reliably.

2.7 - Cost of sales
Cost of sales comprises the costs of manufacturing products and the costs of goods pur-
chased for resale.
It includes the cost of purchase of material, the cost of production directly related to the
manufactured products and all the production overheads based on the normal capacity of
production facilities.
Production overheads include depreciation of property, plant and equipment, amortisation
of intangible assets relating to production and write-downs of inventories.
Cost of sales also includes a relevant portion of general overheads to the extent that they are
directly attributable to the manufactured products to bringing them to their present location
and condition.
Selling costs, research and development costs, borrowing costs and start-up costs are not
included in the cost of sales.

2.8 - Research and development
Research cost cannot be capitalised. Development cost shall be capitalised as intangible
assets if specific conditions are fulfilled, in particular when it is probable that future eco-
nomic benefits related to these assets will flow to the Group.
The Michelin Group considers that as not all the conditions which entitle the asset reco-
gnition ate met, the development costs cannot be capitalised. Consequently, the research

and development costs are fully charged to the income statement in the period in which
they are incurred.
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2.9 - Income tax
Income tax in the income statement includes current tax and deferred tax, plus any with-
holding tax on the distribution of retained earnings within the Group, except to the
extent that it relates to.items recognised directly in equity, in which case it is recognised
in equity.
Current tax is based on the results of the Group companies and is calculated according
to local rules inciuding any adjustment to tax payable in respect of previous years.
Deferred tax is provided, using the liability method, on temporary differences arising bet-
ween the tax bases of assets and liabilities and their carrying amount in the consolidated
financial statements, using enacted tax rates that are expected to prevail when the tem-
porary differences reverse.
Deferred tax assets are recognised to the extent that is probable that future taxable pro-
fit will be available against which the tax losses carried forward and the temporary dif-
ferences can be utilised.
Deferred tax is provided on temporary differences arising on investments in subsidiaries
and associates, except where the timing of reversal of the temporary difference is
controlled by the Group and it is probable that the temporary difference will not reverse
in a foreseeable future.

2.10 - Intangible assets

{a) Goodwill
Goodwill represents the excess of the cost of an acquisition over the fair value of assets
less liabilities of acquired companies at the date the acquisition is committed.
Goodwill arising on acquisitions is not subject to amortisation. It is tested for impairment
annually and does not include any identifiable intangible assets which are recognised
separately under the appropriate heading (see 2.12). Impairment losses are recognised
immediately in the income statement in other operating expenses. They cannot be rever-
sed.
Goodwill is recorded in the functional currencies of the acquired companies.

(b) Software
Acquired and self-created software are capitalised to the extent that the future economic
benefit related to these assets will flow to the Group. They are initially recognised at cost,
unless where they are acquired through a business combination. In such case, they are
recognised at their fair value.
Cost includes cost of acquisition or production cost and other cost directly attributable to
the acquisition or the production.
Software are amortised using the straight-line method over 3 years.
When an indication of impairment exists, the carrying amount is assessed and an impair-
ment loss is recognised for the difference between the recoverable amount and the car-
rying amount of the asset.
Irrespective of whether there is any indication of 1mpa1rment software not yet available
for use are tested annually for impairment.
When the circumstances which previously caused assets to be impaired no longer apply,
the impairment losses are reversed accordingly.
Impairment loss and reversal of impairment loss are recognised in the income statement
in other operating income and expenses.

(C) Other intangible assets
Other intangible assets are capitalised to the extent that the future economic benefit rela-
ted to these assets will flow to the Group and their cost are reliably identified.
They are amortised on a straight-line basis over their useful life which generally does not
exceed 5 years. An impairment loss is recognised when the carrying amount of the assets
is less than the recoverable amount. An impairment loss is reversed when the reason for
it no longer exists.
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2.11 - Property, plant and equipment
Property, plant and eguipment are valued at historical cost less accumulated depreciation
and, where necessary, impairment.
Historical cost includes cost of acquisition or production cost and other cost directly attri-
butable to the acquisition or the construction. Borrowing costs are expensed during the per-
iod in which they are incurred. Investment grants are initially accounted for as deferred
income and are subsequently recognised as income over the useful life of the related asset.
Repair and maintenance are recognised as an expense. Other subsequent expenditures are
included in the asset’s carrying amount or recognised as a separate asset if the recognition
criteria are met.
Property, plant and equipment are depreciated on a straight-line basis, except land which
is not depreciated. Depreciation on property, plant and equipment reflects the pattern in
which the asset's future economic benefits are expected to be consumed. Depreciation is
allocated to the cost of good sold, selling expenses, research and development expenses or
general administration expenses.
The following depreciation periods, based on the expected useful lives of the respective
assets, are applied throughout the Group: “\"
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When assets are sold or disposed, the difference between the net proceeds and the net
carrying amount of the assets is recognised as a gain or loss in other operating income
or expenses, respectively.

Property, plant and equipment which are financed by leases giving the Group substantial-
ly all of the risks and rewards of ownership are capitalised at the lower of the fair value of
the leased item and the present value of the minimum lease payments at the inception of
the lease. The leased assets are depreciated over the shorter of the lease term and the use-
ful life of the leased assets if the transfer of the ownership of the leased assets is uncertain.
The payment obligations arising from the future lease payments are discounted and reco-
gnised as a financial liability in the balance sheet.

2.12 - Impairment of assets
When there is any indication that the recoverable. amount of an asset (intangible and pro-
perty, plant and equipment), being the higher of its net selling price and its value in use, may
be less than its carrying amount, the recoverable amount of the asset is measured and an
impairment assessment is carried out.
However, intangible assets with indefinite useful life or not yet available for use and good-
wills acquired in a business combination are tested annually for impairment.
For the purposes of assessing impairment, assets are grouped at the lowest levels for which
there are separately identifiable cash flows (Cash Generating Unit).
Where the carrying amount of a Cash Generating Unit exceeds its recoverable amount, the
difference is recognised in the income statement as an impairment loss. First, the goodwill
is impaired. Any remaining impairment loss is allocated among the other assets, based on
the net carrying amounts of the individual assets at the closing date.
Value in use is determined using the present value of future cash inflows. The cash inflow
forecasts are derived from the annual plan and five-year Strategic Alternatives for the Group.
The future cash inflows are discounted using the Weighted Average Cost of Capital (WACC)
which is the average of the cost of the company's debt and the cost of equity financing.
When the circumstances which previously caused assets to be impaired no longer apply,
the impairment losses are reversed accordingly, except those on goodwill.



SEC FILE #82-3354
Page 13 of 24

2.13 - Non derivative financial assets

In 2004:
Shareholdings are kept at the lower of historical cost and fair value.
Other monetary non-derivative financial assets are kept at historical cost and impairment
is recognised when necessary.

From | January 2005:
The Group classifies its non-derivative financial assets in one of the following categories:
loans and receivables, available-for-sale financial assets, financial assets at fair value
through profit and loss, and held-te-maturity investments. The classification depends on
the purpose for which the assets were acquired. Management determines the classification
of its non-derivative financial assets at initial recognition and re-evaluates this designation
every reporting date.
» Loans and receivables are non-derivative financial assets with fixed or determinable pay-
ments that are not quoted in an active market. They arise when the Group provides
money, goods or services directly to a debtor with no intention of trading the receivable.
They are included in current assets, except for maturities greater than 12 months after the
balance sheet date. -
s Available-for-sale financial assets are non-monetary securities designated" in this catego-
1y. They are included in non-current assets unless management intends to dispose of the
investment within 12 months of the balance sheet date.
¢ Financial assets at fair value through profit and loss have two sub-categories: financial
assets held for trading, and those designated at fair value through profit and loss at incep-
tion. A financial asset is classified in this category if acquired principally for the purpose
of selling in the short term or if so designated by management. Assets in this category are
classified as current if they are either held for trading or are expected to be realised within
12 months of the balance sheet date.
¢ Held-to-maturity investments are non-derivative financial assets with fixed or determi-
nable payments and fixed maturities that the Group’s management has the positive inten-
tion and ability to hold to maturity.
Purchases and sales of non-derivative financial assets are recognised on trade-date - the
date on which the Group commits to purchase or sell the asset. Non-derivative financial
assets are initially recognised at fair value plus transaction costs for all financial assets not
carried at fair value through profit and loss. Non-derivative financial assets are derecogni-
sed when the rights to receive cash flows from the assets have expired or have been trans-
ferred and the Group has transferred substantially all risks and rewards of ownership.
Available-for-sale financial assets are subsequently carried at fair value. Loans and recei-
vables and held-to-maturity investments are carried at amortised cost using the effective
interest method. Realised and unrealised gains and losses arising from changes in the fair
value of the “financial assets at fair value through profit and loss” category are included in
the income statement in the period in which they arise. Unrealised gains and losses arising
from changes in the fair value of available-for-sale financial assets are recognised in equi-
ty. When securities classified as available-for-sale are sold or impaired, the accumulated
fair value adjustiments are included in the income statement.
The fair values of quoted non-derivative financial assets are based on current bid prices.
For unlisted securities, the Group establishes fair value by using valuation techniques.
These include the use of recent arm's length transactions or reference to other instruments
that are substantially the same.
The Group assesses at each balance sheet date whether there is objective evidence that a
financial asset or a group of financial assets is impaired. In the case of equity securities
classified as available-for-sale, a significant or prolonged decline in the fair value of the
security below its cost is considered in determining whether the securities are impaired. If
any such evidence exists for available-for-sale financial assets, the cumulative loss ~ mea-
sured as the difference between the acquisition cost and the current fair value, less any
impairment loss on that financial asset previously recognised in profit or loss - is removed
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from equity and recogriised in the income statement. Impairment losses recognised in the
income statement on equity instruments cannot be reversed.

2.14 - Inventories
Inventories are stated at the lower of cost and net realisable value.
The cost of raw material, supplies and purchased finished goods includes the purchase
price and other costs directly attributable to the acquisition.
The cost of work in progress and manufactured finished goods comprises direct labour,

other direct costs and production overheads based upon normal capacity of production
facilities.

Borrowing costs are not included.

Inventories are measured using the weighted-average cost method.

Net realisable value is the estimated selling price less the estimated cost to completion
and the estimated selling expenses. ‘
A write-down is recognised when the net realisable value is lower than the cost.

A write-down is reversed when it becomes apparent that the circumstances which pre-
viously caused inventories to be written down below cost no longer exist. -

2.15 - Trade receivables
Trade receivables are recognised initially at fair value and subsequently measured at amor-
tised cost using the effective interest method, less impairment. When payment terms are
shorter than one year, the initial fair value and the subsequent amortised cost are equal to
the nominal amount. An impairment of trade receivables is established when there is
objective evidence that the Group will not be able to collect all amounts due according to
the original terms of receivables. The amount of the impairment charge is the difference
between the asset’s carrying amount and the present value of estimated future cash flows,

discounted at the effective interest rate. The impairment charge is recognised as sales and
marketing expenses.

2.16 - Cash and cash equivalents
Cash and cash equivalents include cash in hand, deposits held at call with banks, other
short-term highly liquid investments with original maturities of three months or less.

2.17 - Share capital
Ordinary shares are classified as equity.
Where any Group company purchases the Company's equity share capital, directly or
through a liquidity contract with an investment services provider, the consideration paid,
including any directly attributable incremental costs, is classified as treasury shares and is
deducted from equity.
Where such shares are subsequently sold, any consideration received, net of any directly
attributable costs,is included in equity.

2.18 - Non derivative financial liabilities

Borrowings are classified as current liabilities uniess the Group has an unconditional right
to defer settlement of the liability for at least 12 months after the balance sheet date.

In 2004:
Non-derivative financial liabilities are recognised initially at the redemption value (gene-
rally the nominal value). Issuance premiums or discount and issuance cost are capitalised
and amortised on a straight line basis over the period of the borrowings.

From | jonuary 2005:
Non-derivative financial labilities are recognised initially at fair value, net of transaction
costs incurred, and subsequently at amortised cost; any difference between the proceeds
(net of transaction costs) and the redemption value is recognised in the income statement
over the period of the borrowings using the effective interest rate method.
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To the extent that borrowings are hedged under qualifying fair value hedges (Note 2.5), the
carrying value of the hedged item is adjusted for the fair value movement attributable to the
risk being hedged.

2.19 - Employee benefits
Wages, salaries, social security contributions, paid annual leave and sick leave, bonuses
and non-monetary benefits are recognised in the year in which the employees of the
Group have rendered the associated services.
Where long-term employee benefits, such as pension and other post-employment benefits,
are provided by the Group, a liability or an asset and the related cost are recognised.

Pension and other post-employment benefits

Post-employment benefits are benefits payable after the completion of employment.
Group companies provide retirement benefits for most of their employees, either direct-
ly or by contributing to independently administered funds. The benefit provided by the
Group vary according to the legal, tax and economic circumstances of each country and
usually are based on one or more factors such as employees’ remuneration, age and
years of service. The obligations relate both to existing retirees and to entitlements of
future retirees.

Group companies provide post-employment benefits under defined contribution plans and
defined benefit plans.

In case of defined contribution plans, the Company pays fixed contributions to state or pri-
vate insurance companies. Once the contributions have been paid, the Company has no
legal or constructive obligations to pay further contributions if the fund does not hold suf-
ficient assets to pay to all employees the corresponding benefits.

The regular contributions are recognised as a periodic expense for the year in which they
are due and, as such, are included in the cost of goods sold, selling expenses, research and
development expenses or general administration expenses.

As of today most of post-employment benefit plans are defined benefit plans with a dis-
tinction to be made between externally funded plans (mainly pension plans) with the
assets of the plan held separately in independently administered funds and unfunded
plans such as healthcare benefit plan and retirement indemnities.

The measurement of the post-employment benefit liabilities, and the related current ser-
vice cost, is based upon the Projected Unit Credit Method.

A defined benefit plan is a plan that defines an amount of benefit that the Group is com-
mitted to pay to current and former employees. -

All defined benefit plans are subject to actuarial calculations carried out annually for the
largest plans and on regular basis for other plans. These actuarial valuations are provided
by independent actuaries. Actuarial assumptions primarily regarding discount rates, pro-
jected rates of remuneration growth and long-term expected rates of return on plan assets
are incorporated in the actuarial valuations and annually reviewed.

The liability or the asset recognised in the balance sheet in respect of defined benefit plans
is the present value of the defined benefit obligation at the balance sheet date less the fair
value of plan assets taking into account any unrecognised actuarial gains or losses and past
service costs.

The present value of the defined benefit obligation is determined by discounting the esti-
mated future cash outflows using interest rates of high-quality corporate bonds in the coun-
try of the obligation and that have terms of maturity approximating to the term of the rela-
ted benefit liability.

A net asset is recognised only to the extent that it represents a future economic benefit
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which is actually available to the Group in form of refunds from the plan or reductions in
future contributions to the plan.

Actuarial gains or losses arise mainly from changes in actuarial assumptions and diffe-
rences between assumptions and actual experiences. They are recognised in the income
statement as a component of the Group's net periodic benefit plan cost only to the extent
that, as of the beginning of the year, their net cumulative amount exceeds 10 % of the grea-
ter of (1) the present value of the defined benefit obligation or (2) the fair value of the plan
assets. In such case, the portion of actuarial gains or losses recognised in the income sta-
tement is the resulting excess divided by the expected average remaining working lives of
the employees participating in the plan.

Past service costs may arise when a new defined benefit plan is introduced or changes on
payable benefits under an existing defined benefit plan are set up. They are recognised
immediately in the income statement if the benefits are vested. They are amortised on a
straight-line basis over the average period until the benefits become vested if the benefits
are not yet vested.

The Group’s net periodic benefit plan cost charged to the income statement consists of cur-

rent service cost, interest cost, curtailments and settlements, past service costs as well as
actuarial gains and losses to the extend that they are recognised.

Share-based-payments
The benefits related to the share purchase options granted to the Managing Partners and a

number of Group employees are valued, at their allocation date, using the binomial
method.

Said benefits are spread over the period during which the options many not be exercised.
They are allocated to payroll charges.

2.20 - Provisions
Provisions are recognised where a legal or constructive obligation has been incurred which
will probably lead to an outflow of resources that can be reasonably estimated.
Restructuring provisions are recognised when the Group has a detailed formal plan that

has been announced. Provisions are recorded at the net present value for the estimated
cash outflows.

3 - AGREEMENTS SIGNED IN THE FIRST HALF OF 2005

3.1.Tigar MH - Serbia and Montenegro
In January, Michelin reached an agreement with the other shareholders to increase its
stake in Tigar MH without generating a significant goodwill.
The transaction led the Group to change its consolidation method, without generating
significant goodwill, and this company is now treated as a subsidiary and not as an assc-
clated company.

3.2.Transfer of Wheel operations to mefro Group
In May, the Group transferred its Wheel operations to mefro, and confirmed its announ-
cement made in 2005. The transfer involved the transfer of its holdings in the companies
that owned these operations. The impact on this transfer on the year-half is not significant.
The Group had made a EUR 64 million provision in IFRS standards for the second half of 2004.
3.3. Michelin Siam Group ~Thailand
In June, Michelin reached an agreement with the minority shareholders to increase its stake
in Michelin Siam Group. As a consequence, a goodwill of 111MEUR has been recognized.
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4 - CONDENSED SEGMENT REPORTING
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Reporting Segment 1 ( RSI) Passenger Car/ L»ghtTruck and related distribution
Reporting Segment 2 (RS2) : Truck and related distribution

Reporting Segment 3 (RS3) : Earthmover, Agricultural, 2-wheel, Aircraft, plus Maps and Guides, ViaMichelin,
Michelin Lifestyle and Wheels (transferred in May 2005)

5 - NET LONG AND SHORT-TERM DEBT

Long and short-term debt is made up of the following items:
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Implemem.atlon of IAS 32 and IAS 39 from January 1,2005 led to a EUR 26 mllllon reducclon in Group debt
versus December 31,2004.

Detailed explanatlons of the presentation and measurement aspects of this change are provided in note 8.5.

6 - DETAIL OF CHANGES IN CASH FLOWS
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7 - STOCK OPTION PLANS

Changes in the number of current options granted under share option plans and their
average exercise price are as follows:
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H spemal case of early exercise under plan regulations

Of the 1,682,600 options outstanding on June 30, 2005 (1,472,300 as at 31.12 2004), none
were callable, as was the case on 31.12. 2004. .

Share purchase option plans existing as at June 30, have the following exercise prices and
maturity dates
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8 - LEGAL RISK

8.1.
After the Indianapolis Formula 1 Grand Prix of June 2005, Michelin and other companies
received several notifications of « class action » proceedings before US jurisdictions.
These class actions are aimed at suing the Company to obtain the refund of the tickets
paid by the Grand Prix spectators and their traveling expenses. This does not entail a
significant financial liability for Michelin, as the Company spontaneously and almost
simultaneously, offered to refund the spectators’ tickets.
The Group booked a EUR 12 million provision in this respect.

8.2
In June 2005, a group of Michelin pension fund beneficiaries in Canada started legal
action against the Canadian subsidiary of the Group, aimed at forcing the latter to pay a
sum of 350 million Canadian dollars to said fund-
Michelin Canada believes that the Company is entitled to reduce, or not make some of
its annual contributions, due to excess capital generated by the management of the defi-
ned contribution plan, up to the above-mentioned amount.
At this stage in the proceedings and on account of its prospective success in this dispute
the Group deems it unnecessary to make a pravision in this respect.

i

9 - IMPACT OF TRANSITIONTO IFRS STANDARDS

9.1. General
Group interim consolidated accounts to June 30, 2005 were prepared in line with the
accounting policies set forth in note 2 et and in particular the provisions of standard 1FRS
1 that applies to first-time application of the IASB referential.
The impact of adoption of these standards was charged to retained earnings at the transi-
tion date, i e January 1, 2004 (date of the opening balance sheet for comparison pur-
poses).
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Moreover, Michelin Group availed itself of the option of deferring to January 1, 2005 of
the 1AS 32 and 1AS 39 standards on financial instruments. Consequently, in 2004, the
financial instruments were measured and presented in line with the accounting policy
used by the Group for this period.

The impact on measurement and presentation of adoption of IFRS standards on Group
2004 consolidated accounts (consolidated statement of income, balance sheet, sharehol-
ders’ equity , and cash flows) were published by the Group on March 15, 2005. This infor-
mation is available:

- in the Annual Report 2004,

- in the Document de référence filed on June 13, 2005 with Autorité des Marchés
Financiers,

- in the specific publication available from the Shareholder relations department,

- from the Group's website at

http://www.michelin.com/corporate/front/templates/affich jsp?codeRubrique = 121&lang = FR

9.2. Reconciliation of financial statements to June 30,2004 (IFRS-conﬂnIiant)
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9.2.1. Operating income before non-recurring items
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9.2.2. Recanciliation of financial income and expense
Reminder:
Pursuant to 1ASB provisions, Michelin Group decided not to opt for an early adoption of
standard IAS 39 relative to measurement of financial instruments. The data to June 30,
2004 are therefore comparable, except for the differences arising from application of the
following IFRS standards:
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9.2.3. Reconciliation of income taxes
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9.3. Reconciliation of shareholder funds to June 30, 2004
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Note 9.3.! —Treasury Stock
This amount corresponds to the cost of CGEM share buybacks.



SEC FILE #82-3354
Page 21 of 24

Note 9.3.2 — Employee Benefits
This amount corresponds to implementation of the option under IFRS 1 of cancelling
actuarial differences on defined contribution plans upon first application of IFRS.
To June 30, 2004, the amount of actuarial differences to January 1, 2004 was adjusted for
amortization that would have applied on the period should the Group not have opted to
charge them to retained earnings.

Note 9.3.3 — impairment of Cash Generating Units (CGUs)
Impairment is equal to the negative difference between the current value of cash flow
expected from certain operations (including the 2-wheel Product Line) and the value of the
tangible and intangible assets that generate them.
As at June 30, 2004, the amount includes impairment loss on the new investments of these
operations angd the cancellation of the depreciation that would have been booked in the
absence of a value impairment.

Note 9.3.4 — Adjustment of prior impairment loss
This amount is chiefly in connection with work carried out to identify Group CGUs in the
process of determining value impairment, leading to irrelevance of some of the previous
geographic criteria. b

Note 9.3.5 ~ Finance Leases
The adjustment corresponds to the spread between the recalculated book value and the
current value of rent due for tangible assets used under lease contracts and signed before
January 1, 1999 and, pursuant to IFRS 1, requalified as lease purchase contracts.

Note 9.3.6 — Measurement of social liabilities
This amount corresponds to the standardization of the method to calculate social liabilities,
and in particular those in connection with schemes introduced in some countries to facili-
tate a transition between employment and retirement.

Note 9.3.7 — Reversal of goodwill amortization
Since goodwill is no longer subject to amortization, earnings to June 30 show the differen-
ce with amounts amortized pursuant to French GAAP.

Note 9.3.8 — Deferred tax
All these adjustments gave rise, as the case may be, to the calculation of deferred tax.
The most significant amounts relate to the following items:
- Employee benefits in an amount of EUR431m
- Impairment loss in an amount of EUR53m,
- Lease purchases in an amount of EUR27m.

9.4. Reconciliation of cash flow to June 30,2004
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9.5. Impact of implementation of IAS standards 32 and 39 as at January 1, 2005

9.5.1 - Impact on shareholders’ equity
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9.5.1.1 — Remeasurement of investments available for sale
This amount accounts for unrealized gains on investments available for sale that had not
be revalued in 2004. .

9.5.1.2 - Remeasurement of derivative instruments
" This net amount accounts for unrealized profit and loss on derivative exchange rate instru-
ments that did not qualify for hedge accounting and had not be revalued at fair value in 2004.
This amount also includes elimination of accrued interests booked in 2004 and included in
fair value from January 1, 2005.

9.5.1.3 — Deferred tox
All these adjustments gave rise, as the case may be, to the calculation of deferred tax.

9.5.2 — Impoct on net debt
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9.5.2.1 - Fair value revaluation
Some financial debt giving rise to interest hedging and interest rate derivative financial
instruments were revalued at fair value. Such financial debt was previously measured at
nominal value while interest accruing on interest rate derivative instruments did not fea-
ture in net debt.

9.5.2.2 - Amortized cost revaluation
Financial debt that was measured at nominal value in 2004 was remeasured at the effec-
tive rate at amortized cost. :
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B. - Semi-annual Report of the Consolidated Financial Statements (First half of 2005).

In a climate of contrasted and overall weaker markets, compared to the first half of 2004, where
they had been particularly strong, net sales, which rose to 7.49 billion euros, remained practically
stable. With the impact of changes in the exchange rate (-1.0%), net sales increased by 1.1%.
This evolution comes from an improvement of sales price/mix (+5.1 %), a reduction in volumes
sold (- 3.6 %), and the impact of scope of consolidation (- 0.2 %).

In spite of the drop in sales volumes overall, the operational result rose to 687 million euros

compared to 683 in 2004. This represents 9.2 % of net sales. This performance is explained by:

-- improvement of sales price/mix which made it possible to fully offset the anticipated rise in
raw material costs;

-- control of general overhead and administrative costs and research expenses.

The financial result was negative 135 million euros compared to 114 million at June 30, 2004.
This evolution comes in particular from the impact of an anticipated partial repayment of a loan.

In total, the consolidated net income for the half-year rose to 386 million euros compared to 366
million for the same period in 2004.

Consolidated cash flow rose to 707 million euros compared to 775 million for the first half of
2004.

The parent company financial statements reflected net sales of 193.7 million euros for the first
half-year 2005, compared to 179.9 million euros for the first half-year 2004. This relates to
license fees acquired during the period from license-holder companies which, posted to expenses
in the accounts of these companies, were eliminated in consolidation operations. Pre-tax
earnings before extraordinary items amounted to 202.1 million euros compared to 246.6 million
euros in the first half-year 2004. Net income for the half year rose to 197 million euros
compared to 236 million euros in the previous year.

C. -- Auditors' Report for the First Half 2005.

In our capacity as auditors and pursuant to Article L. 232-7 of the Commercial Code, we

conducted:

-- a limited audit of the activity and results presented in the form of semi-annual consolidated
financial statements of Compagnie Generale des Etablissements Michelin relating to the
period of January 1 to June 30, 2005, such as they are attached to the present report;

-- a verification of the information given in the semi-annual report.

These semi-annual consolidated financial statements have been established under the
responsibility of the Managing Partners. Our responsibility is to express an opinion on these
financial statements based on our limited inspection.



SEC FILE #82-3354
Page 24 of 24

From the point of view of the transition to [FRS standards adopted by the European Union, for
the establishment of the group accounts for 2005, the consolidated semi-annual financial
statements were prepared for the first time in accordance with the accounting principles of [FRS
standards adopted by the European Union, in the form of intermediate statements such as defined
in the general Regulations of the AMF. They include on a comparative basis the data relating to
2004 and the first half of 2004 reprocessed according to the same rules, except for standards [AS
32 and IAS 39 which, in accordance with the option offered by standard IFRS 1, were applied at
January 1, 2005.

We conducted our limited examination in accordance with the professional standards applicable
in France. Those standards require that we implement our inspection to obtain assurance, less
definite than that obtained for an audit, that the semi-annual consolidated financial statements are
free of material misstatement. An examination of this nature does not include all the
examinations inherent in an audit but is limited to the implementation of analytical procedures
-and obtaining the information we considered necessary from senior management and other
authorized personnel.

On the basis of our limited examination, we have determined no significant anomalies likely to
call into question the conformity, in all significant respects, of the semi-annual consolidated
accounts with the applicable rules of presentation and information in France and the accounting

principles and evaluation of IFRS standards adopted by the European Union, as described in the
additional notes.

Without qualifying the conclusion expressed above, we draw attention to note 1 of the appendix
stating the options for the presentation of the semi-annual consolidated financial statements,
which, while remaining in conformity with the rules of presentation and information defined in
the recommendation of the CNC 99-R01 and the general regulations of the AMF, do not include
all the information of the appendix required by the IFRS standards adopted by the European
Union.

In accordance with the applicable professional standards in France, we have also conducted a
verification of the information given in the semi-annual report commenting on the semi-annual
consolidated financial statements on which we conducted our limited examination. We have not
formulated an opinion as to their sincerity and their agreement with the consolidated semi-annual
financial statements.

Signed in Neuilly and Paris on August 2, 2005.
Auditors: Members of the Regional Companies of Versailles and Paris:

PricewaterhouseCoopers Audit: Corevise:
Dominque Paul Stephane Marie



