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May 11, 2006

CERTIFIED MAIL

RETURN RECEIPT REQUESTED

Securities and Exchange Commission
1934 Act Filing Desk

450 Fifth Street, N.W.

Washington, D.C. 20549

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 hzrewith the following:

- English translation of French text published in the Bulletin Des Annonces Legales
Obligatoires ("BALO") on February 15, 2006.

- Letter to Shareholders dated March 2006.

- Notice of Mixed General Meeting of Shareholders to be held on Friday, May 12,
2006. The information included in this Notice was also published in the BALO on
March 10, 2006 and April 3, 2006.

- 2005 Annual Report. The information included in this Annual Report was also
published in the BALO on March 22, 2006.

- 2005 Parent Company Statements. The information included in this Annual Report
was also published in the BALO on March 22, 2006.

- 2005 Shareholders Guide.

- Press Release dated April 25, 2006 regarding First Quarter 2006 Consolidated Net
Sales.

- English translation of French text published in the BALO on April 28, 2006.
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If you have any questions regarding these documents, please feel free to contact me at

(864) 458-5513.

Michelin North America, Inc.

One Parkway South

PO. Box 19001

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

Very truly yours,

Mark I. Williams

Vice President, Secretary
and General Counsel
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COMPAGNIE GENERALE DES ETABLISSEMENTS MICHELIN
(Michelin et Cie.)
Partnership limited by shares with capital of 286,775,250 Euros

Registered Office: 12, cours Sablon, 63000 Clermont-Ferrand
855 200 887 R.C.S. Clermont-Ferrand

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

2005 IFRS 2004 TIFRS Pro Forma
From January 1 through March 31 ....... .. 3,610 3,618
From April 1 through June 30 ... ....... .. 3,880 3,868
From July 1 through September 30 ........ 3,890 3,722
From October 1 through December 31 ... .. 4,210 3,840
From January 1 through December 31 15,590 15,048
(total of the four quarters)
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to

MarcH 2006

Dear Madam, Dear Sir,

Dear Shareholder,

The environment of 2005 was marked once more for Michelin by the continuation of the sharp
e fncrease In raw materials: + 15% year on year and + 62% over the last 4 years.
And again, we were able fo manage this escalation in particular by adjusting our sales
prices accordingly, continuing our focused growth strateqy, maintaining firm control over
our structural expenses and by the spectacular progress achieved in our Earthmover,
Two-Wheel and Aircraft activities. As a consequence of this, and before non-recurring
items, our operational income improved by 5% to reach EUR 1,368 million and
our operating margin rose slightly to 8.8%.

This result is not however a reflection of the Group's growth potential. Markets showed a
globally favorable trend, and our sales volumes declined by 1.8% essentially because of
a slump in the European market, especially in Truck tire Replacement.

In 2005 we reinforced our industrial development program. In compliance with
our strategy of "strengthening the West and developing the East”, we wish to continue to
modernize and boost the productivity of our manufacturing plants in Europe and North America
and quickly create further production capacity in countries showing a high fevel of growth.

Over and above this economic performance, our teams have also made some fine achievements
among which should first of all be underscored yet another significant reduction of the accident rate
in our plants, where for the third year in a row it is down by nearly 40%. Our contribution
to environmental protection is iflustrated in the fact that almost all our tires are manufactured
in ISO 14007 certified plants. Last year also stands out as a result of the announcement of major
innovations such as the launching of “Michelin Durable Technologies” in Truck Tires, laying
particular emphasis on the developrnent of tires with a self-generating tread pattern, when they
reach two thirds of their wear cycles.

In competition racing also we had an exceptional year, since we won all the major world championships.

Our primary objective in 2006 is the resumption of dynamic sales growth in an environment where
markets ought to be reasonably promising. We will continue to implement our ambitious investment
program and spare no effort to reduce costs. Our operating margin should be equivalent to that
of 2005.

In this context, we will submit for approval at our next General Shareholders’ Meeting a dividend
of 1.35 euros, which represents an increase of 8%.

Qur medium-term objectives aim to strike a balance between growth, profitability and value
creation, and we are confident in our ability to achieve them.

Thank you for your support.

Edouard Michelin




Michelin's operating income
before non-recurring items improves by 5%

In 2005, in a competitive environment intensified by the sharp increase in raw material costs,
Michelin prioritized a leaner cost structure and sustained pricing levels, and achieved an operating
margin slightly above 2004. However, this achievement should not hide the decrease in sales
volumes in certain market segments, especially in Europe. This decline led to significant production
adjustments with related costs in the second half of the year in order to monitor inventory levels
adequately.

f7 Sales increased by 3.6% at 15,590 million euros;

£ The highly favorable +5.1% price-mix compensated entirely for the raw material cost increases,
in line with Group forecasts and for lower volumes {-1.8%};

i The Group accelerated the implementation of its investment program in line with its deveiopment
strategy; the free cash flow* is negative (- 124 million euros). The gearing ratio remains stable;

i A dividend up by 8% to 1.35 euros per share will be submitted for approval at the General
Shareholders’ Meeting on May 12, 2008.

“Free Cash Fiow = Change in Warking Capitai neecs minus nel investments {financial anc nen-financial).

Simplified Income Statement

in EUR million {IFRSY'

2005 / 2004 change
Consolidated net sales + 3.6%
At constant scope and exchange rates +3.2%
Operating income before non-recurring items +5.0%
Operating margin before non-recurring items +0.1pt
Operating income +27%
Operating margin +1.9pt
Net income +35.9%

! Consolidated financial statements ending December 31, 2005, were prepared in aceordance with the rules and methods of international accounting standards
(International Financial Reporting Standards - IFRS).

the Group's successful policy, which aims to offset
the negative impact of higher raw material costs

The group’s net sales were up
by 3.6% in globally buoyant tire

markets

With the notable exception of the Truck
Replacement market in Europe (- 4.7%), and the
Passenger car and Light truck Original Equipment
in Europe (-0.7%) and in North America (- 0.3%),
tire markets posted reasonable growth worldwide.
Passenger car and Light truck Replacement markets
showed a favorabie trend.

Growth in Asian countries remains strong, driven
in particular by the Chinese market.

At constant currency, the price-mix had a highly
positive effect (5.1%). This not only validates

through price increases, but also the continuing mix
enrichment, by brand as well as by segment.
Nevertheless, the volumes sold decreased by 1.8%.
This evolution is for the most part attributable to
a decline in the European Truck tire market and
lower sales volumes for Passenger car and Light
truck, especially private and associate brands in
the United States. Lastly, there was a positive
impact on the Group's net sales (+ 0.9%)
from currency fluctuations, in particular due to
the increase of the Polish Zloty versus the Euro
(+ 12.6%), the Canadian dollar (+ 7.1%) and the
Brazilian Real (+ 19.6%).



Group operating margin before
non-recurring items improves
slightly at 8.8%

For the third consecutive year, the Group had
to manage a very sharp escalation in raw material
costs (+ 15%) at constant currency. In absolute
value, this impact translated into an additional
charge of 455 million euros for 2005 alone.

Enerqy costs and rising freight and transportation
costs also contributed to the increased cost of
goods sold.

However, these additicnal costs were fully offset by
price increases made by the Group worldwide, and
by the ongoing improvement of the product mix.

Furthermore, tight control over Sales, General and
Marketing costs and R&D, without compromising
our research efforts, allowed a significant reduction
of those costs as a percentage of sales. This
decrease helped absorb the increase in industrial
costs, especially those related to the production
adjustment measures taken in the second half
of the year. With these measures, the Group was
able to monitor its inventaries, in light of the
decline in demand for Truck tires in Europe and
for Passenger car and Light truck tires in private and
associate brands in North America.

Net income is up by
EUR 235 million compared
to 2004

The increase in net income can be explained for the
most part by the significant impact of non-recurring
items:

.« A non-recurring gain of EUR 256 million due
to the decrease in the Group's discounted future
fiabilities in the United States. This is related to
Michelin’s modification of its medical coverage
plans for many of its retirees, following the
implementation of the “"Medicare Part D" plan;

. An expense of EUR 50 million chiefly
corresponding to the restructuring costs of the
Poitiers site in France.

investments for long-term
development are reflected

in the free cash flow

The free cash flow is negative (- 124 EUR million)

after accounting for a gross investment of
EUR 1,336 million and because of a sharp increase

| ?;Th*é outlook:

in accounts receivable supported by the high level
of sales activity in the last two months of 2005,
contrasting with the same period during the
previous year.

Shareholders’ equity

and net debt went up in 2005.
The gearing ratio is stable

at 90% at December 31, 2005
compared to January 1, 2005

During the year, shareholders’ equity rose by
EUR 880 million, essentially caused by the year's
net incame of + EUR 889 million. At the same time,
the EUR 792 million increase in net financial debt
was the result of the impact of currency conversion,
the dividends paid during the year, the financing
of the free cash flow and incorporating into our debt
the purchase of put option contracts related to the
holdings of certain minority interests (mostly in
Thailand), which, prior to the application of IFRS, did
not appear on the balance sheet.

r2006
placement markets should be

reas onably favﬂjvab|e in-2006,- with the expected
rebound of. the Truck tire: market in Europe As far as

: 'Ongmal equupment is concerned Passenger car and
: nght truck markets should remam lackluster, while

the Gr up relterates and strengthens its focused
_,growth strategy and its cost reduction efforts.



Segment information

rmation in order to include th

Net sales Operating income Operating margin
before non-recurring items before non-recurring items
2005 / 2005 ! 2005 ;2004
2004 nmillions As a % of
of euros  the total
SRT +3.9% 782 57
SR2” +3.5% 451 33
SR3™ +2.5% 135 10
Total Group +3.6% 1,368 100

* Passenger car and Light truck and related distribution activities: ** Truck and refated distribution activities; *** Specialty activities

SR (Passenger car and Light truck and
related distribution activities)

Passenger car and Light truck evolved in globally
sluggish markets: moderate growth in Replacement
markets in Western Europe, robust momentum
in North America and Original equipment markets
slightly down year-on-year.

With an operating margin at 9.1%, this segment
was maintained at a satisfactory level because
of the following:

&« A pricing policy which compensated entirely for
the rise in raw material costs;

i A segment mix in constant progress: an excellent
winter season combined with the performance
of the VZ segment in North America;

£ A highly favorable brand mix, since both Michelin
and BFGoadrich brands globally gained market
share in North America and China;

i A tight control on commercial and development
expenses.

SR2 (Truck and related distribution activities)

In Europe, the decline of Replacement markets,
which began in the 1* half of the year, accelerated
only in the fourth quarter of 2005 (+ 0.8% compared
to the last quarter of 2004 which was markedly
weak). The market dropped by 4.7% over the year,
and in this sluggish economic environment, the
Group fost market shares,

The North American Replacement market remained
stable throughout the year. Michelin delivered
solid performance, as the Group consalidated its
positions in the region’s three countries: USA,
Canada and Mexico. The two price increases in 2005
have held up well. The positive product mix, driven
by the successful launches of new products also
pushed up the average selling price. The retreading
activity expanded with the opening of new

workshops in 2005, in order to offer a full range of
services to customers.

The 1.3 point decrease in the operationa!
profitability of this segment is to be explained
essentially by an unfavorable mix of Original
Equipment and Replacement, because of the
different profit margins in these two markets.

SR3 (Specialty activities)

At 7.1% against 1.9% in 2004, the operating
margin reached a level comparable ta the ather two
segments. The year was marked by intense pressure
on the Earthmover market; the demand could
not be met by the world's tire manufacturers.
Michelin strengthened its customer positions by
increasing the level of service and consulting,
with a goal of allowing for optimal tire utilization
and increased longevity.

Agricultural Replacement markets were sharply
down. In this context, the Group’s performance
is therefore a mixed one: in Europe, Michelin's sales
are clearly driven down by difficult supply chain
conditions. In North America, on the contrary,
the Group is gaining new market share, as it
successfully promotes further radialization.

In 2005, European motorcycie markets saw modest
progress; while they were stable in Japan, they
recorded a visible increase in North America. With the
continuing success of the radial Sport ranges,
Michelin strengthened its positions in all large
national markets.

Aireraft tire markets benefited from the continued
strong development of the air passenger transportation
market (+ 8%). The product mix improves as
radialization continues.



{In EUR million)

2004

Sales 15,048
Cost of sales (10,212)
Gross profit 4,836
Sales and marketing expenses (1,897)
Research and development expenses (576)
General and administrative expenses (986)
Other operating income and expenses (74)
Operating income before non-recurring income and expenses 1,303
Non-recurring income and expenses (64)
Operating Income 1,239
Finance costs - net (235)
Share of profit/{loss) from associates (19)
Income before taxes 985
Income tax (331)
Net income 654
Attributable to Shareholders 645
Attributable to non-controlling interests 9
Basic earnings per share (in Euros) 4.46
Diluted earnings per share {in Euros) 4.46

(In EUR million) At December 31,

2004

Non-current assets 7,928
Current assets 8,146
» Of which inventories 2,858
» Of which trade receivables 2,919
TOTAL ASSETS 16,074
Equity 3,546
Non-current liabilities 7,063
» Of which non-current financial liabilities 3,054
« Of which emplayee benefits 3,170
« Of which provisions and other non-current liabilities 785
Current liabilities 5,465
Current financial liabilities 1,894
Trade payables 1,599
Other current liabitities 1,972
TOTAL LIABILITIES AND EQUITY 16,074




On the Silk Route from Paris to Beijing: 22,000 km long, 8 trucks, 46 tires in service and only 2 punctures!

Bibendum tastes
New York’s cuisine

Michelin is off again to conquer America on the one
hundredth anniversary of setting up its first offices
in the United States. On November 2, 2005, the
French Minister for Culture and Communication and
the French Ambassadar in the United States met. at
the Guggenheim Museum in New York to celebrate
the launching of the first edition of the "New York
City Michelin Guide 20067, which has a
selection of 500 restaurants and 50 hotels in
all categories of comfort and cuising, for all
budgets. Four chefs were awarded three stars,
indicating "exceptional cuisine, worth a special
Jjourney”. Although initially 150,000 copies of this
guide were published in English, providing calor
photographs and practical information, it is already
in the process of being reprinted!

Industrial expansion
in the United States

After announcing an expansion plan in December of
last year, Michelin's Lexington Earthmover tire
plant in the US will be able to increase its
production by nearly 50% in order to meet the
strong demand for radial Earthmover tires.

This investment will complete the increase in
Earthmover production capacities announced by
Michelin at the start of 2005, marked in particular
by the building of a new Earthmover plant in
Campa Grande in Brazil.

At the same time, the Group announced an
expansion program of the Sandy Springs and Starr,
S.C. sites, in the United States. This investment will
lead to an increase in the production capacity
of semi-finished products.

Michelin develops a revolutionary
table tennis paddle

Michelin Lifestyle has developed in partnership with
Cornilleau, the world leader in table tennis
technology, a new paddle called Tactéo, which offers
exceptional performance.

Unlike traditional table tennis paddies constructed
from wood with a layer of adhesive
and then covered with rubber-
coated foam, Tactéo, is the first
one to be designed using two
high-tech composite materials
(a combination of polymer
and elastomer) molded using
bi-injection technology. These paddies
offer numerous advantages in
terms of performance (their
elasticity brings speed and
power to the player) durability,
handling and comfort. Sports shops in both
France and Europe have already been supplied with
arange of three paddles. it should be noted that the
Tactéo has received the star award 2006 by the
"Observeur du Design” in the leisure category.

A new portable navigation
system

ViaMichelin has just launched a very powerful new
portable navigation system which is extremely light.
it is so compact that it can be easily shipped into
the pocket of a jacket when the driver leaves
the car The ViaMichelin Navigation X-930 weighs
no more than a cell phone (134 grams), while
featuring the latest technology, including an integral
GPS head which ensures optimai reception quality.

As well as the usual vocal guidance functions, the
X-930 has been enhanced with a wealth of new
features, which include the set-up of cross-border
itineraries, a function which atlows the driver to
modify an itinerary when there has been a road
accident, and an audible signal to warn the driver
when the speed limit is being exceeded.

Two packs are available at present, one for France

and another European
version.

s

X



A promising start to a career
for Michelin X-Ice North

The new
Michelin
X-lce North
studded tire
has  won
unanimous
approval by setting off better and braking 5 meters
shorter than its main rival, it emerged as the best
tire in its category during the trials organized
by Test World.

Test World is a private, independent company
located in Finland, and is a reference for retailers
in the Scandinavian countries and Russia. Every year
it organizes tire trials and tests on vehicles in winter
conditions, the results of which are always eagerfy
awaited by customers.

Challenge Bibendum in Paris
this June!

The seventh edition of Challenge Bibendum will
be held in Paris this year from June 8 to June 12.
This world event for safe, clean vehicles, which has
become a must, is attended by all the major players
in sustainable mobility. Every 18 months since
the first edition in 1998, Challenge Bibendum has
attracted automakers, associations, specialists,
university research workers, government officials,
non-governmental organizations and the media to
enrich and clarify today’s debates on the theme of
highway mability: CO2, pollution, energy supplies,
traffic congestion and accidents. A series
of discussions, round tables and forums will focus
on the technical tests carried out on approximately
one hundred vehicles encompassing the widest
technical spectrum. There will be three themes at
the center of this year's exchanges: "the energy
cthallenge for tomorrow’s transportation”,
“advanced technology at the service of urban
mobility” and “technology and road safety”.

The 2006 edition held in Paris will innovate
by presenting Challenge Bibendum vehicles to
the public on the Champ de Mars on Sunday
June 11,

Visit our website for more details:
www.challengebibendum.com

The new Michelin Pilot Sport 2 tire was developed at the same time as Porsche was designing its new Cayman model.

Michelin reinvents
the Truck Tire

In October Michelin received the European
specialized press to present a revolution in truck
tires called Michelin Durable Technologies. Michelin
Durable Technologies brings together two technology
"families” which fall under the protection of
patents. The first family has tread designs which
regenerate while the .z S
tire is in service, %.g
combining “raindrop-
shaped” sipes and
others with a "Double
Wave” shape. The
customer benefits are
reduced wear and optimum grip, whatever the
stage of wear. The second family is the innovative
tire construction using Infinicoil technology -
a unique steel cord that girdles the radial casing
across its entire width, thus reinforcing its rigidity.
There is a reduction in weight, improved
durability, greater load capacity and better grip.
The road transportation industry will find a host of
advantages in these major innovations.

2005: An exceptional vintage
year in competition racing

Michelin garnered handfuls of trophies and titles:
Formula One World Drivers’ and Constructors’
Champions with Renault and Fernando Alonso,
WRC World Drivers’ and Constructors” Champions
with Citroén and Sébastien Loeb, Motorcycle Grand
Prix Champion, the 14" time in a row for Michelin,
with Valentino Rossi on Yamaha, World Mountain
Bike Cross Country Champions with Julien Absalon,
and World Matorcycle Trials Champion. Michelin
remains the unbeaten champion in the Le Mans
24 Hours since 1998, the winner of the Paris-Dakar
Rally in all three vehicle categories and the list goes
on. Whatever the terrain, the climate or the
racing circuits, Michelin has yet again
demonstrated the talent of its teams and the
superiority of its solutions.



Variation of CAC 40 index and the Michelin share price

12/31/2000 02/28/2006 Variation over 12/31/2005 02/28/2006 Variation over

the period the period

CAC 40 5,926.42  5,000.45
Michelin share 38.55 51.20
Differerce between

Michelin and CAC 40

s Highest stock price in 2006: 54.70 € February 13

¢+ Lowest stock price in 2006: 47.32 € January 2
* Average daily volume of transactions

since the January 1, 2006: 859,762 shares
Euronext Paris - Eurolist
Local equity - Compartment A (Blue Chips)
Deferred payment service (SRD)
ISIN: FRO0D0G121261
Indices: CAC 40 - Euronext 100
Par value: 2 euros
Number of shares: 143,387,625

e Michelin meuees  WOrld automobile index
CAC 40 wmmm WOl tire index

-15.62% 471523 500045 +6.05%

+3281% 4748 5120  +7.83%
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2 ' COMPAGNIE GENERALE DES ETABLISSEMENTS MICHELIN j

BALANCE SHEET ::occember31, 2005
Assets

(in EUR thousands) 05

2004

+ Depreciation
ambrtizati

Carrying
amount

NON CURRENT ASSETS

Intangible assets:

Patents, licenses and other rights
Other intangible assets
Intangible assets in progress

Property, plant and equipment:
Land

Buildings

Other tangible assets

Assets under construction
Prepayments

168

Investments (1):

Shares in subsidiaries and affiliates

Loans and advances to subsidiaries and affiliates
Other equity interests

Loans

Other investments .

4,454,329
630,613
3,788

i

5,321,274 34,618

5,088,731

() 5348499 i ..61391

5,088,911

CURRENT ASSETS

Accounts receivable , 186,§i8
Cash equivalents:
Treasury Stock

Other marketable securities

188,247

Cash

73

SUSPENSE ACCOUNTS

Prepaid expenses @ 38

162

() - 186,606

188,483

Deferred expenses ()
Bond repayment premiums (Iv)
Translation differences V)

5471
2,172

Total Assets 0+ +10+1V+V)

(1) of which due in less than 1 year
(2) of which due in more than 1 year

635952

5,285,037

621,466



GNIE GENERALE DES ETABLISSEMENTS MICHELIN - 3

Liabilities and Shareholders’ Equity

(in EUR thousands) 9005 2004

Shareholders’ Equity |
Common stock : e 286,775 286,774
Paid-in capital in excess of par 1,839,066, 1,838,640
Revaluation reserve ~.1027,634 531,303
Other reserves 1,276,717 1,276,717
Retained earnings 163,141 52,495
Net income 270,156 295,152
Untaxed reserves < p1,5080 61,598
() 4,525,687 4,343,679

Provisions for risks and charges A
Provisions for risks -
Provisions for charges -
() -

Liabilities (¥

Convertible bonds : s T -
Subordinated loans : 502,532 502,532
Other bond issues +-322,620% - 322,621
Bank borrowings 2 R T -
Other long and short-term debt 2 230,175 30,659
Taxes and payroll liabilities 13,179 13,550
Due to suppliers of fixed assets : | TN -
Other current liabilities : 86,049 ¢ 71,996
954,555 941,358

Suspense accounts o
Deferred income (" : = -
(my 954555 941,358
Translation differences (W) o e -~
Total Liabilities and Shareholders’ Equity (+1+1+1v) © 5480242 5,285,037

(1) of which due in more than 1 year 500000, 804,898
of which due in less than 1 year Gt 4545557 136,461
(2) of which short-term bank loans and overdrafts e




4  COMPAGNIE GENERALE DES ETABLISSEMENTS MICHELIN J

STATEMENT OF INCOME 2005

{in EUR thousand) ’»: 2005 2004
Operating revenue (! , R

Sales (royalties) (from which export: 328,136) B 304643 5 358,973
Other revenues s 4,204 13,905
Total operating revenues (! o0 : : 398,38421'7;_;;' 372,878

Operating expenses @

s 212,782

External expenses

Duties and taxes other than income tax s 2802 2,098
Wages and salaries . 1,136
Fringe benefits 461
Depreciation and amortization:

® Fixed assets 12,547
* Deferred expenses -
Other operating expenses . 3,509
Total operating expenses {it) : 298,595 292,533
Operating profit {1-m 100,252 . 80,345
Financial income e

Dividends from subsidiaries and affiliates 3 L 151,939 189,538
Interest income ‘3 Y 3
Reversals of financial impairment 103,735
Exchange gains 333
Net gains on sales of marketable securities 2,587
Total financial income (1) 296,196
Financial expenses

Addition in financial impairments 1,230
Interest expenses (4 52,953
Exchange losses -
Net losses on sales of marketable securities -
Total financial expenses (Iv) 54,183
Net financial income (1 - V) 242,013
Income from ordinary activities (-+m-iv) 322,358
Non-recurring income

From revenue transactions 30
From capital transactions -
Reversals of provisions -
Total non-recurring income ) 30
Non-recurring expenses

On revenue transactions 14
On capital transactions _
Additions of provisions -
Total non-recurring expenses i) 14
Net non-recurring income V-V 16
Income tax (Vi 27,222
Total revenues (I +11+V) 669,104
Total expenses I+ IV + VI + Vi) 373,852
Net Income/Loss 295,152

{1) of which revenues relating to prior years
(2) of which expenses relating to prior years : e = -
(3) of which revenues from related party transactions b 2151,702 189,352
{4) of which expenses from related party transactions N Tt 680 649



NOTES TO THE FINANCIAL STATEMENTS

The Company's total assets at December 31, 2005
amounted to EUR 5,480,241,695.72.

Income statement totals for the year are as follows:
650,461,192.77
380,304,841.48

270,156,351.29

Total revenues
Total expenses
Net income for the year

The Company's financial yvear covers the 12 months
from January 1 to December 31.

The following notes form an integral part of the
financial statements.

| Significant events
the year

No significant events were recorded during the
financial year.

" Summary of significant
.| accounting policies

The principles used to determine Group earnings
remain unchanged as compared with previous
reporting periods.

Company financial statements for the financial year to
December 31, 2005 have been prepared and presented
pursuant to applicable accounting standards, ard in
keeping with the principles of prudence, discreteness
of accounting periods and going concern.

The main accounting policies applied by the Company
are as follows:

a) Intangible assets

“Patents, licenses and other rights” correspond primarily
to purchased software. Purchased software is amoriized
over periods ranging from 12 months to 3 yaars,
depending on the materiality of the amounts involved.
“Other intangible assets” consist of vehicle parking
rights, which are amortized over 40 years.

b) Property, plant and equipment

Cost

Property and equipment are measured at historical cost
plus, if any, the effect of the legal revaluation which
took place in 1976/1978.

Depreciation

Property, plant and equipment are depreciated by the

straight line method over the following estimated

useful lives:

- Buildings: 30 years,

- Equipment: 10 years, except for computer equipment
which is depreciated over 5 years.

<) Investments

Share in subsidiaries and affiliates

» Cost: shares in subsidiaries and affiliates are measured
at historical cost plus, if any, the effect of the legal
revaluation which took place in 1976/1978.

s Carrying amount generally do not exceed the
Company's equity in the underlying net assets or
revalued net assets of the company concerned.

Other equity interests

Other equity interests correspond to shareholdings that
the Company intends to retain but which are not held
for purposes related directly to the Company's
business.

Other equity interests are valued by the method
described above.

d) Accounts receivable

Accounts receivable are measured at nominal value.
e) Paid-in capital in excess of par

This item corresponds to premiums on shares issued for
cash and on conversion of bonds, after deducting

related net costs.

f) Untaxed reserves

Substantially all amounts reported under this caption
correspond to reinvested capital gains set off against
write downs of securities in application of the former
article 40 of the General Tax Code (Code Général des
Impdts).



6 - COMPAGNIE GENERALE DES ETABLISSEMENTS MICHELIN j

g) Conversion of foreign currencies

Revenues and expenses in foreign currencies are
converted in euros at the exchange rate ruling at the
transaction date.

Receivables and payables in foreign currencies are
converted in euros at the year-end exchange rate.
Contracts for the forward purchase or sale of foreign
currencies that are outstanding at closing date are
recorded at fair value in the balance sheet.

h) Deferred expenses

These expenses relate to issuance cost of the 2003
subordinated debt as well as the remaining balance of
those linked to the bond issued in 1896, amortized over
10 years.

i) Debt repayment premium

The repayment premium for the 2003 subordinated
debt is amortized over 10 years.

Fixed assets, depreciation and amortization

Summary of change of intangible assets and property, plant and equipment:

Fixed assets Gross value at Additions, Disposals, Gross value at

the begirning Accrued decreases in the end

of the period interest for accrued of the period

the period interest

intangible assets 23,607,716 1,270,598 - 24,878 314

Property, plant and equipment 2,294,522 56,060 2,670 2,347,912

25,902,238 1,326,658 2,670 27,226,226

Investments

Shares in subsidiaries and affiliates 4,672,353,394 34771 4,672,393,165

Loans and advances to subsidiaries and affiliates 630,612,997 21,423,963 6,958,456 645,078,504

Other equity interests 3,783,198 - - 3,788,198

Loans - - - -
Other investments 681 12,720 - 13,401

5,306,760,270 21,471,454 6,958,456 5,321,273,268

TOTAL" 533266508 . 22798112 6,961,126  5,348,499,494

Depreciation and amortization At the beginning Increases Decreases At the end
of the period of the period

Intangible assets 23,595,164 1,026,424 - 24,622,588
Property, plant and equipment 2,125,217 26,630 2,670 2,150,177
25,722,381 1,053,054 2,670 26,772,765

Deferred expenses 3,243,083 871,948 - 4,120,031
Debt issue repayment premium 243,500 - 506,347
TOTAL 2,168,502 71 . 2,670 31,399,143
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Nature of provisions At the beginning Increases Decreases At the end
of the period of the period
Untaxed reserves 61,597,677 - - 61,597,677
Provisions for contingencies and charges
Provisions for contingencies - - - -
Provisions for charges - - - -
Impairment () 218,029,141 9,189,219 192,599,733 34,618,627
TOTAL ' 279626818 119,189,219 192,599,733 96,216,304

B

including additions and reversals in:
— operating

—financial

—non-recurring

- revaluation reserve

(1) Mavements in impairment can be analyzed as follows:

- Additions: PARDEVI shares
Other shares
- Reversals: MFPM shares

9,177,326

96,257,111

11,893 96,342,622
9,177,326
11,893
192,599,733

The impairment of MFPM shares was fully reversed in the reparting period in light of the situation of the Company
within the Group, of the sustained improvement of its earnings and the level of dividend distributions made since

2003.

_ Items relating to several balance sheet headings

Balance sheet headings

Transactions involving

Payables

related
companies

or receivables
represented by
trade notes

other entities in
which the Company
holds an equity interest

Shares in subsidiaries and affiliates

(carrying amount) 4,637,774,553

Loans and advances to subsidiaries and affiliates 645,078,504
Other equity interests -
Other receivables 140,520,058
Other long and short-term debt 30,174,314
Other liabilities 82,591,722

.. Treasury shares

At December 31, 2005, the Company held no treasury shares.
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Maturities of receivables and payables

RECEIVABLES Total Due within one year Due in more than one year
Non current assets

Loans and advances to subsidiaries and affiliates 645,078,504 635,931,563 9,146,941
Loans - - -
Other investments 13,401 - 13,401
Current Assets

Other receivables 186,517,932 186,517,932 -
ToTAL. ‘ . 831,609,837 822,449,49 9,160,342

PAYABLES Total due within
one year

due in more
than 1 year
and 5 years

due in more
than 5 years

Convertible bonds - -
Subordinated loans 502,532,534 2,532,534

500,000,000

Other bonds 322,629,248 322,620,248 -
Bank borrowings - - - -
Other long and short-term debt 30,174,314 30,174,314 - -
Taxes and payroll liabilities 13,173,612 13,178,612 - -
Due ta suppliers of fixed assets - - - -
Other current liabilities 86,043,321 86,049,321 - -
TOTAL o . gaa "555,‘029‘ G 454,555,029 500,000,000

{1) Fixed-rate 2003 loan at 6.375% until 2013 and variable from 2014 to 2033.

_ Accrued expenses

Accrued expenses included in the following balance sheet headings Amounts
Subordinated loans 2,532,534
Other bonds 17,704,209
Other long and short-term debt 170,682
Taxes and payroll liabilities 463,508

3,367,345

Other current ligbilities
ToTAL.

24,238,278
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. Prepaid expenses and deferred income

Prepaid expenses correspond exclusively to operating expenses.
Prepaid expenses at December 31, 2005: 37,903

_ Revaluation reserve

Revaluation reserve at December 31, 2005: 627,633,741
of which: ® EUR 32,091 related to land,
¢ EUR 627,601,650 related to shares in subsidiaries and affiliates.

... Reserves

At December 31, 2005, break down is as follows:

- Legal reserve corresponding in full to long-term capital gains taxed at the reduced rate 28,677,405
~ Special long-term capital gains reserve 881,419,039

— Other reserves 366,620,583
- “‘ 1,276,717,027
" Common stock

Number of shares Par value
1. Common stock at January 1, 2005 143,387,025 2 8uros
2. Common stack issued during the year 600 2 euros
3. Common stock cancelled during the year - -
4, Common stack at December, 2005 143,387,625 2 euros
Status of share subiscription option plans
At December 31, 2005, the status of share subscription option plans is as follows:
Grant Exercise Expiry Exercise price Number of options
date date date (in EUR per share) Dec. 31, 2005 Dec. 31, 2004
May 2002 May 2006 May 2011 44.00 694,300 700,300
May 2003 May 2007 May 2012 32.25 238,800 240,000
November 2003 Navember 2007 Novernber 2012 34.00 217,100 224,200
May 2004 May 2008 May 2013 40,00 179,900 179,900
July 2004 July 2008 July 2013 44.50 125,100 127,900
May 2005 May 2009 May 2014 48.00 218,500 -
November 2005 November 2009 November 2014 48.00 912,150 -
P ' o i ©.2,585,850. - 1,472,300
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... Operating revenue

Revenue for the year, consisting entirely of royalties,
breaks down as follows:

- France 66,506,378
- Qutside France 328,136,004
o " 394642,982

7 Income tax

Compagnie Générale des Etablissements Michelin
makes up, together with 7 French subsidiaries directly or
indirectly owned at no less than 95%, a tax entity of
which it is the leading company.

The tax consolidation agreement provides that all 7
consolidated subsidiaries continue to bear their own tax
burden regardless of such consofidation, the resulting
balance being recognized by the leading company.

Tax due by the 7 subsidiary companies regardless of
consolidation would amount to EUR 2,825,786.
income tax includes current taxes and deferred taxes.
Income tax for 2005 amounted to EUR 11,225,190.

. Market risks

a) Interest rate risk

The Company does not have any interest rate instru-
ments.

b) Currency risk

At December 31, 2005 the Company had receivables
with a net book value EUR 69 million corresponding to
royalties billed to subsidiaries. These receivables, which

are denominated in the Group's main trading currencies,
have been converted into euros at the year-end exchange
rate. The Company’s policy is to hedge currency risk.

c) Equity risk

The Company holds shares in subsidiaries and affiliates
and other equity interests, which are valued taking into
account their fair value to the Company and their
probable realizable value.

Management
compensation

The Company is administered by Managing Partners
("Gérants”) who are also General Partners (”associés
commandités”) of the Company. As such, they are
entitled to a share of the income distributed among all
the General Partners in accordance with the provisions
of the bylaws. The Managing Partners do not receive
any compensation or other benefits.

Average number
' of employees

Employees on Employees

the Company’s seconded to

payroll the Company

Management 6 -
Supervisory/technical staff - -
Administrative employees 24 -
Service employees - 1
A 30 1
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" Long term benefits

The Company is liable for the payment of the long-service awards to employees on retirement, in accordance with the
terms of the applicable Collective Bargaining Agreement. The present value of the related obligation at December 31,
2005 was around EUR 0.8 million. No provision has been recorded for this amount.

- Unrecognized deferred tax assets and liabilities

Description of temporary differences Amounts

Unrecognized deferred tax liabilities -
Unrecognized deferred tax assets

(3M patent licence amortization 5,716,840
“ORGANIC" tax provision 813,490
Evergreen tax losses -
Ordinary tax losses -
Long-term capital losses taxed at reduced rate -
Unrecognized deferred tax assets

Reduced tax rate (15%) 979,550
3.3% surtax 7,146

Total =~ 986,696

Investment portfolio asat cecember 31, 2005

Number of shares Realizable value
Shares in subsidiaries and affiliates with
a realizable value in excess of EUR152,449:
Compagnie Financiére Michelin 22,139,054 shares 3,564,581,456.21
Manufacture Frangaise des Pneumatiques Michelin 3,199,899 shares 902,568,916.29
Participation et Développement Industriels S.A. "Pardevi” 1,199,398 shares 126,578,744.91
Société de Technologie Michelin 100,000 shares 15,244,901.72
Spika S.A. 200,000 shares 25,914,728.79
Siparex Croissance 121,987 shares 1,909,893.66
Siparex Associés 115,152 shares 1,542,911.97
Société Financiére d'Innovation du Sud-Est “Sudinnova” 21,786 shares 335,392.72
Société d'Exportation Michelin 20,000 shares 2,885,804.68
Other shares in subsidiaries and affiliates (total) 0.
Marketable securities:
Own Shares - -
Other marketable securities 640.30
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List of subsidiaries and affiliates

{In thousands of local currency)

Subsidiaries and Affiliates Common stock (¥ Retained Percent
earnings (V) interest
(in %)
A - Detailed information about Subsidiaries and affiliates
(carrying amount in excess of 1% of the Company’s common stock):
1 - Subsidiaries {(over 50% owned):
Société d'Exportation Michelin
Place des Carmes-Déchaux, 63000 Clermont-Ferrand 160 2,299 100
euros euros
Participation et Développement Industriels S.A. “Pardevi”
23, rue Breschet, 63000 Clermant-Ferrand 18,000 24,059 99.99
euros euros
Compagnie Financiére Michelin
Route Louis-Braille 10 et 12,
1763 Granges-Paccot (Switzerland) 2,238,850 4,823,692 98.88
Swiss Francs Swiss Francs
Société de Technologie Michelin
23, rue Breschet, 63000 Clermont-Ferrand 15,200 1,037 100.00
euros euros
Spika S.A.
23, rue Breschet, 63000 Clermont-Ferrand 3,000 36,097 100.00
euros euros
2 - Subsidiaries (10 to 50% of equity owned):
Manufacture Frangaise des Pneumatiques Michelin
Place des Carmes-Déchaux, 63000 Clermont-Ferrand 304,000 723,674 3395
eures eUros

B - Aggregate information about other subsidiaries and affiliates:
1 - Subsidiaries not listed under A:
~ French companies

- Non-French companies
2 - Affiliates not listed under A:
— French companies

- Non-French companies

(1) In focal currency.
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Book value Outstanding Guarantees Last published Last Dividends

of shares loans and given by net sales published received by

_ advances the Company Net Income/ the Company
Cost Net Loss during

the year

4,182 2,886 - - 3471 B 429 170
159,728 126,579 - - - H 22,651 -
3,564,581 3,564,581 - - - 8 259,080 100,524

Swiss Francs

15245 15245 - - 186,083 B 2,720 2,400

25915 25915 27,197 - -8 2,205 1,500

902,569 902,569 613,261 - 4,640,370 B 113,955 31,996
82 - - -

9 - - - -
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~ Statement of changes in shareholders equity

(Before appropriation of net income, Company only)

2004 7 2005

Net income for the year {in EUR thousand and EUR per share)
Net income
Total net income 295,152 270,156
Earnings per share 2.06 . 1.88 ¢
Recommended dividend
Total 179,233 B ERYE N
Per share 1.25 S 1.35
Statement of changes in Shareholders’ equity (in EUR thousand) :
A) 1 -Shareholders equity at December 31, 2004 . 4,343,679 ‘
2 - 2004 dividend 184,505 |
3 - Shareholders equity at January 1, 2005 4,159,174
B)  Capital contributions credited to Shareholders equity:
1 - Change in common stock
2 - Change in other items _
€} Shareholders equity at January 1, 2005 including capital contributions (A3 + B) 4,159,174 !
D)} Movements for the year: ;
1 - Increase in common stock 1
2 - Increase in paid-in capital in excess of par 25
3 - Increase in revaluation reserve 96,331
4 - Change in other reserves -
5 - Change in untaxed reserves -
6 - Increase in retained earnings -
7 - Net income for the year 270,156 +
E)  Shareholders equity at December 31, 2005 before dividends (C + D) 4,525,687 ¢
F)  Change in Shareholders equity (E - C) 366,513 |
G} of which: changes due to structural changes ) -
H)  Change in Shareholders equity excluding effect of structural changes (F - G) 366,513
Notes: .
D3:  Amounts transferred to the revaluation reserve during the year 96,331 |

D6:  Dividends on treasury stock credited to retained earnings

. Appropriation of profits for financial year 2005

Amounts to be appropriated

{in EUR)

Retained earnings brought forward from prior year
Met income

163,141,247.14
270,156,351.29

Recommended appropriations

Legal Reserve

Special long-term capital gains reserve

Dividends

Statutory share of income attributed to the General
Partners in accordance with the bylaws

Tax on distributed earnings

Other reserves

120.00

193,573,293.75

8,894,230.50

230,829,954.18

Retained earnings
Total. . .

£ 433,207,59843 . .~ 433,297,598.43 .
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~ Five-year financial summary

2001 2002 2003 2004 ¢ 2005
| - Capital at year-end
a) Common stock 269,431,746 283,585,460 286,774,050 286,774,050 286,775,250
b} Number of common shares '
outstanding 134,715,873 141,792,730 143,387,025 143,387,025 143,387,625
¢) Number of non-voting preferred shares
outstanding - - - - -

d) Maximum number of shares 1o be created - - - - i -

Il - Results of aperations

a) Net revenues 364,240,518.88  364,877,827.54 349,657,871.00 358,973,308.26 394,642,98230
b) Income before tax, depreciation, .
amortization and net change ;
in provisions 457,409,251.36  306,269,486.48 171,879,396.33  232,415973.57  196,470,253.86

¢) Income tax 415,485.00  13,188,696.00 4,304,116.00  27,222,094.00  11,225,190.00
d) Employee profit-sharing - - - - -

¢) Net income after tax, depreciation,
amortization and net change
in provisions 452,871,105.91  332,387,387.56 178,237,81534 295,151,971.68 270,156,351.29

It - Per share data

a) Earnings per share after tax,
befare depreciation amortization

and net change in provisions 333 2.07 1.17 143 129
b) Net income after tax and depreciation :
amortization and net change in provisions 3.33 2.34 1.24 2.06 ° 1.88

¢) Dividend per share 0.85 093 0.93 1.25 135

IV - Employee data

a) Average number of employees 33 34 36 31 30
b) Total payroll 1,110,087.73 1,409,510.18 1,224,689.86 1,135,963.43 1,068,495.48
¢) Total benefits 435,795.93 462,332.27 498,850.08 461,065.13 - 410,152.95
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Today's world No. 1 tire manufacturer
with 19.4%* market share, Michelin

is at the forefront of all tire markets and
travel-related services thanks to the quality
of its product offering. Michelin is the
undisputed leader in the most demanding
technical segments, and designs forward-
looking solutions to help the road
transportation industry in its bid to improve
competitive edge and to meet modern
society's ever more pressing needs for safety,
fuel efficiency and respect for

the environment.

To further strengthen its position and
performance, Michelin pursues a global,
targeted growth strategy focusing on high
value-added segments and on expansion in
the higher-growth markets, while improving
its productivity across the board.

In a nutshell, its mission is to
promote its values of respect for
Customers, People, Shareholders,
the Environment and Facts

in contributing to mobility
enhancement of both goods

and people.

IN SHORT, PROPOSING
“A BETTER WAY FORWARD”.

* Accounting for 19.4% of world tire sales according
to Tire Business, August 29, 2005.
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CONTRIBUTING TO PROGRESS
iIN MOBILIT

An innovative partner serving original equipment manufacturers
(OEMs), Michelin Group continues to enrich its service offering
to both individual and professional drivers through its
involvement in motor sports, its presence in all distribution
channels and its attention to user expectations.

Skilled and motivated teams in touch with their customers
- OVER 129,000 eMPLOYEES WORLDWIDE
- 4,000 RESEARCH ENGINEERS IN EUROPE, THE UNITED STATES AND ASIA

An Outstanding Global Coverage
> A GLOBAL NETWORK WITH SALES OPERATIONS IN MORE THAN 170 COUNTRIES
- INDUSTRIAL OPERATIONS ACROSS 71 sITES IN 19 couNTRIES

» RUBBER TREE AGRICULTURAL OPERATIONS WITH ©& PLANTATIONS IN BRAZIL
AND NIGERIA

¢

20



An Extensive Brand
Portfolio

Two world-class brands

- Michelin and BFGoodrich -

strong regional brands, leading
national brands, and well-positioned
private brands to cover all

market segments.
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EDOUARD MICHELIN'S
MESSAGE

Edouard Michelin and Sébastien Loeb,
at a World Rally Championship
event in 2005.

It is my earnest hope that this first edition

of the Shareholder’s Guide will live up

to your expectations and that it will enable
you to easily pinpoint all the information
you need to fulfill your important role as

Michelin’s Shareholder.

Dear Shareholder,

Despite an economic environment marked by
the continued rise in raw material costs and
the significant decline in the European Truck tire
market, we have achieved our operating margin
target before non-recurring items, which was
up slightly from 8.7% in 2004 to 8.8% in 2005.
Net income increased by 36% to EUR 889 million.

Firm prices, focused growth,

cost control

Raw material costs rose by more than 60%
in the course of the last 4 years at constant
currency, with a hike of 15% in 2005 alone.
Michelin was able to restrict the impact on its
gross profit margin through its firm pricing
policy and continued growth in the higher
value-added, technically advanced segments,
reflected in significant sales growth for both
the Michelin and BFGoodrich brands.

Coupled with efficient control of structural costs,
this strategy translated into a 5% increase in
operating income before non-recurring items
to EUR 1,368 million. This performance was
delivered in spite of a decrease in sales volumes
mainly due to the decline in the European Truck
tire market and to a drop in the number of
lower value-added tire sales in North America.

[ would like to point out that the year’s
achievements are the fruit of excellent work
on the part of all our teams.

A fine performance in Specialty
Operations

The turnaround which began some years

ago in Specialty tire operations - Earthmover,
Agricultural, Two-Wheel and Aircraft tires -
continued in 2005.

The segment's operating margin is now close
to those of the Passenger car and Light truck
or Heavy Truck tire operations.

In Earthmover tires, the Group was successful
in increasing volumes despite industrial
production capacity constraints and was able
to pass price increases. In addition, the success
of the radial sport range in Motorcycle tires
enabled Michelin to further build upon its
position in all the major national markets.

As for Aircraft tires, the radialization

of the market continues. Taking full advantage
of the strong growth in air transportation and
price increases, this activity posted substantially
improved earnings. In Agricultural tires,
although the economic environment was
marked by sharply declining markets,

Michelin succeeded in gaining market share

in North America.

innovation and quality

Innovation and quality form the very core of
our strategy.

The reason for Michelin’s growth in the more
technical and more lucrative market segments

>
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is our ability to offer our customers high-quality
and innovative products and services.

On the Truck tire segment, Michelin X Qne,
the extra-wide tire designed to replace twin
mounts, has met with overwhelming success
in the United States. The year 2005 was also
marked by the launch of “Michelin Durable
Technologies”, a cluster of innovations which
have made revolutionary breakthroughs in tire
performance and tire service life for Trucks
and Buses.

In the highly demanding Passenger car winter
tire market, the new Michelin X-Ice North
enabled us to post market share gain

in Nordic countries.

In Asia, where the Group is leader on the
Chinese Passenger car Replacement market,
the Michelin brand went from strength

to strength.

Preparing for the future

The fast developing Asian economies, China,
india and the ASEAN in particuiar, offer high
growth prospects for mobility markets, especially
road-based mobility.

Your Company has every intention of taking
full advantage of this growth potential and of
investing substantially in new manufacturing
capacity to be able to serve these new markets,
just as it does in Eastern Europe, Russia and
South America.

In North America and Europe, Michelin intends
to maintain global production capacity and

to actively pursue automation and increased
productivity.

This ambitious industrial strategy led to a total
investment of approximately EUR 1.3 billion
in 2005.

In 2006, we shall be continuing this strategy
of "strengthening the West and supporting
growth in the East” as well as continuing

our efforts to reduce costs. Our objective is

to generate a higher operating income and an
operating margin equivalent to that of 2005.
Over the next five years, we expect to return
to dynamic growth with an average 3.5%
annual volume sales growth.

By 2010 we aim to generate an operating
margin before non-recurring items of more
than 10% and a return on capital employed
in excess of 10%, which should ensure

a significantly positive free cash flow.

The retirement of Mr. Zingraff

After a 20-year long career as Managing
Partner successively to Mr. Francois Michelin,
then myself and Mr. Michel Rollier, Mr. René
Zingraff will relinquish his present duties after
the forthcoming Annual Shareholders’ Meeting.
I would like to take this opportunity to thank
him warmly and underscore the value of his
contribution in making your Company become
what it is today.

Thank you for your confidence,

.
; *fl e

£ Tl wiee
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Edouard Michelin
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KEY CONSOLIDATED
FIGURES

(IFRS standards)

+3.6%

15,048

NET SALES
in EUR million

NET INCOME
GROUP SHARE
in EUR million

+ 59,

OPERATING INCOME*
in EUR million

OPERATING MARGIN*>*
in %

* Before non-recurring items.

+21%

PURCHASES
OF INTANGIBLE

ASSETS AND PP&E™
in EUR million
Property, Plant and Equipment.
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Passenger car and Light truck & related distribution

Truck & related distribution

Specialty operations

2005 NET SALES BY BUSINESS SEGNMENTS
in EUR million

Europe 2.6%

North America 5,538 + 9.2%

+13.3%

Other regions

2005 NET SALES BY REGICONS

in EUR million

Passenger car and Light truck & related distribution

Truck & related distribution

51 - 9.8%

Specialty operations

+286%| |

2005 OPERATING RESULT BY BUSINESS SEGMENT*

in EUR million
* Before non-recurring items.

2005 OPERATING
MARGIN*

KEY FIGURES © 7



A large and buoyant market
undergomg major change*

The World tire market totaled

USD 92 billion™ and replacement accounted
for 75%. It has a strong growth potential:
the distance driven in cars should increase
50% by 2030, compared to 2000 and
heavy hauling should increase by 75%®.
Most of the volume growth will come
from emerging countries. As drivers and
heavy hauling companies look for more
safety and comfort, the developed countries
nevertheless offer significant potential

in value terms, linked to the growth

of top-of-the-range vehicle markets.

A global, targeted growth,
profitable and sustainable

As a global actor present on all tire markets,
Michelin focuses on fast growing higher
value-added segments and is stepping up
its development in high growth emerging
countries. Being well established locally, we
can meet specific aspects of market needs.
Our policy is one of sustained internal
growth complemented by partnerships and
carefully selected acquisitions to enable us
to establish markets in new countries more
quickly.

We attach great importance to our
performance in the long term by making

* For a detaifed presentation of the Group’s markets
and competitive positioning. Please refer to the
“Michelin Fact-Book” downloadable from
www.michelin.com/corporate

(1) Source: Tire Business, August 29, 2005.

(2) Source WBCSD - Mobility Report 2030.

faster progress in profitable business
segments of our own choice, enhancing
our position in countries with a strong
potential, reducing our fixed costs

and improving our flexibility and becoming
more responsive.

Technology, innovation, marketing and
tailored service: the Group’s pricing policy
reflects an approach focusing on operations
enjoying proper recognition of its technical
superiority.

“Strengthening the West,
and supporting growth
in the East”

-
i

l\/hchelm aims at all-round excellence in
design, industrial processes and customer
satisfaction. Focused on results and customers,
Michelin’s Quality System combines the
provisions of Michelin’s Quality Assurance
(to build on past experience) and
Michelin’s Continuous Improvement
Approach to keep enhancing and
implementing best practices in every area
among all Group entities.

The Group’s productivity drive involves
specializing plants, deploying standard, yet
flexible, processes of proven excellence and
optimizing supply chain operations. In this
connection, the priority given to streamlined
inventory management, flexibility and
reactivity enables Michelin to gradually
lower its working capital requirements
while maintaining high quality services.
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Against this background, Michelin is
optimizing its West-European and North-
American facilities in order to secure a
strong and profitable industrial base in the
developed markets. Simultaneously, we are
increasing our production capacity in Asia,
Eastern Europe and South America to bolster
up our growth on emerging markets.

Leveraging diversity
and mobilizing all talents

Michelin has a 129,000 strong workforce

on all continents. It is our intention to give all
employees the opportunity to give their very
best. Our organization promotes teamwork,
individual initiative and empowerment.
Large-scale training encourages the
acquisition and sharing of know-how as weall
as a positive attitude to change. The program
also promotes a customer and results-
orientated corporate culture which is turned
towards innovation and reflects its shared
values of respect and responsible work.

Internal promotion is indeed key to Group
career management. it is based on advanced
techniques for assessment and career
management, and promotes professional
mobility. Large numbers of management
staff do not live in their country of origin,

a mixing of population which contributes

to open-mindedness and creativity.

MICHELIN’S
OBJECTIVES
SET FOR 2010

® average volume growth in excess
of 3.5% per year with an emphasis
on higher value-added segments;

® minimum 10% mid-cycle average
operating margin;

® inventory limited to 16% of net
sales;

® return on capital employed
(ROCE) in excess of 10%;

® substantially positive and
recurring free cash flow which
the Group will use to strengthen
the Group’s financial structure
and increase Shareholder value.

As part of its profit-sharing policy,
Michelin has introduced a global
Employee Shareholder Scheme,
supplemented by a stock option
plan for selected Group managers.
Some 69% of the employees
concerned chose to become
Company Shareholders, which
testifies to the confidence they have
in their Company.
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A driving force behind
sustainable mobility

[P

Sustainable mobility underpins the Group’s
growth strategy. Over the next decade the
price of €nergy and raw materials i bound
to remain high. By being active in safety
and environment-friendly research,
Michelin keeps increasing tire life, fuel
efficiency and finding new materials: for these
are good opportunities for the Group to
valorize its technological edge, its innovation
Ccapacity and to show jts superiority,

Michelin’s Performance
and Responsibi/ity Approach

[ ey |

Launched by the Managing Partners in 2002,
Michelin's Performance and Responsibility
approach confirms the Group