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WHAT CAN YOU TELL US ABOUT MICHELIN IN 2018?

Jean-Dominique Senard. 2018 was
a successful year in a challenging
environment, shaped by the decline in
Chinese markets, lower demand for
original equipment passenger car and
light truck tires in Europe and highly
unfavorable exchange rate movements.
The commitment of our teams enabled
us to deliver a robust performance, in
line with our 2020 objectives.

Sales exceeded €22 billion and segment
operating income reached €2.77 billion,
up 4% and 11% respectively at constant
exchange rates. Structural free cash
flow stood at €1.27 billion, lifted by
our improved earnings and excellent
management of our capital spending
and working capital.

Based on these good results, we are
recommending that shareholders at
the Annual Meeting on May 17, 2019
approve the payment of a dividend
of €3.70 per share, versus €3.55 last
year, corresponding to the payout of
36.4% of our net income excluding
non-recurring items.

“ With Michelin’s governance,

During the year, we also completed the
acquisitions of Camso, the technology
leader in rubber tracks and solid tires,
and Fenner, a world leader in reinforced
polymer products and a specialist in
heavy conveyor belt solutions. Together,
they represent additional full-year sales
of around €1.7 billion. With them,
Michelin has stepped up its expansion
in new markets, become the global
market leader in off-the-road mobility
and opened up promising new prospects
in high-tech materials.

Florent Menegaux. Our global footprint
was strengthened during the year. We
commissioned a premium car tire plant
in Mexico and a synthetic rubber plantin
Indonesia, in partnership with Petrokimia
Butadiene Indonesia. With the Indonesian
plant and the rubber compound unit
we already operate in Thailand, we can
now meet the strong demand for low
rolling resistance tires in Asia.

Yves Chapot. We also formed three
partnerships to broaden and deepen
our products’ market access. In North
America, Michelin and Sumitomo Corp.
combined their tire wholesaling and
retailing operations into a 50/50 joint
venture, TBC, which is now the largest
tire wholesaler in the United States and
Mexico. In Europe, we acquired a 20%
stake in the chain of 600 A.T.U auto
service centers operated in Germany,
Switzerland and Austria by the Mobivia
Group. In Africa, the Group has teamed
up with CFAO to market premium car,
van and truck tires in Kenya and Uganda.

we’ve been preparing all year long
for the changeover in Group leadership,
for a smooth, efficient transition. 9

Jean-Dominique Senard

Managing General Partner and Managing Chairman
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“ | fully embrace Michelin’s
humanistic vision of enhancing mobility,
using technology to improve people’s
well-being and innovating to open

new ways forward. 99

Florent Menegaux

Managing General Partner

INTERVIEW

WHY DO YOU THINK THESE EARNINGS WERE BETTER THAN YOU EXPECTED

AFTER YOUR WARNING LAST OCTOBER?

JD.S. The decline in car and truck
tire markets late in the third quarter,
particularly in China, and the weakness
in emerging market currencies led us
to revise our market scenario for 2018.
But the vibrant demand for specialties,
the highly disciplined pricing policy
implemented in the second half and the
final quarter rebound in the US market
enabled us to end the year better than
expected. Once again, this confirms the
validity of our strategy of maintaining a
balanced presence across every segment
and every geography.

F.M. We successfully improved our
unit margin in a highly competitive
market environment. This was due to
the combination of a number of factors,
including disciplined price management
in every segment; the continued move
upmarket in car tires, with a 10% gain
in 18-inch and larger tires that account
for an increasing share of Michelin
brand sales; the stronger growth in
replacement tire sales, which deliver
better margins than original equipment
sales; the rebound in the truck tire
market in the second half and the
firm demand for services, with more

than 850,000 trucks under contract;
and lastly, the very fine performance
from the specialty businesses, whose
sales rose 19% including the successful
integration of Fenner, with a margin of
close to 20%.

Y.C. On top of that, the competitiveness
plan delivered faster gains in the second
half. With €317 million over the full year,
we were able to offset cost inflation,
which was especially strong in 2018.
We've cut costs by €632 million over
the past two years, so we're on track to
meet our objective of saving €1.2 billion
over the 2017-2020 period.

ARE YOU GOING TO PURSUE YOUR STRATEGY OF PARTNERSHIPS AND ACQUISITIONS?

JD.S. Michelin’s strategy is informed
by its purpose of “offering everyone a
better way forward.” We want to be a
global leader in sustainable mobility and
a company demonstrating sustainability
in every aspect of its business, including
financial performance, the environment,
employee relations and social responsi-
bility. Our acquisitions are expected to
support this vision, and 2018 was an
important year for completing a series
of transactions that are moving us in
the right direction. In 2019, the priority
will be successfully integrating the newly
acquired businesses into the Group and
closing the acquisition of Indonesian tire
manufacturer Multistrada

In fact, we began 2019 by acquiring
88% of Indonesian tire manufacturer
Multistrada, which has sales of around

€270 million. The same transaction
involved the purchase of a 20% stake in
wholesaler PT Penta. Together, this has
stepped up our expansion in the most
populous country in Southeast Asia,
which is a fast-growing market, and
given us efficient, competitive production
capacity in the region without having
to build any new facilities.

F.M. These alliances are helping to
strengthen the Michelin Group in its
four core businesses: high-quality tires;
tire-related services and solutions that
make mobility more efficient; information
and services that make mobility easier
and more pleasant for our customers;
and high-tech materials that underpin the
performance of our tires over time and
that we can market in other industries.

Partnerships and acquisitions are helping
to enhance our products and services,
accelerate their digitalization, and expand
our innovation capabilities. We have
formed more than 300 research and
development partnerships. We support
startups by helping them to optimize and
process engineer their innovations that
will make the world more sustainable.

Y.C. We also want our end-users to enjoy
a quality of service that reflects the quality
of our tires. That's why we're investing in
dealerships and forging partnerships with
franchised or independent wholesalers,
specialty chains and retailers. In particular,
we provide them with turnkey services,
training and solutions so that they
can take advantage of the growth in
online sales.
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INTERVIEW

“ In areas like training, the social safety
net, the environment and climate change,
companies have to take the lead in offering

solutions.We're doing our part. 99

Yves Chapot

Manager

WHAT IS THE GROUP’S OUTLOOK FOR 2018?

Y.C. Overall, demand for car and light
truck tires is expected to increase slightly
in the replacement segment and contract
in original equipment. The truck tire
market is forecast to remain stable
overall, given the decline in demand
in China, while the mining, aircraft and
two-wheel tire markets should remain
dynamic. We estimate that higher raw
materials costs will have around a €100
million negative impact and that, based
on January 2019 exchange rates, the
currency effect will be slightly favorable.

F.M. In astill highly volatile environment,
we expect sales volumes to grow in line
with global market trends and we will
continue to protect our margins as we
always have. This should enable us to
deliver segment operating income®
exceeding the 2018 figure at constant
exchange rates and before the estimated
€150 million additional contribution
from Fenner and Camso. Structural
free cash flow is expected to exceed
€1.45 billion®.

JD.S. As you can see, Michelin has
confidently begun a new year of further
gains in line with its 2020 targets, i.e.,
structural free cash flow of more than
€1.7 billion and a return on capital
employed of at least 15%. | will step
down as leader of the Group after the
Annual Meeting on May 17, 2019. The
handover is transitioning smoothly and
efficiently, and I'm sure that the team
now in charge will enable Michelin to
fulfill the promise of what looks to be a
very bright future.

LOOKING FORWARD, WHAT ARE THE MAIN CHALLENGES FACING MICHELIN?

JD.S. Digitalization is transforming the
way we work, the way we innovate and
the way we collaborate. It's enabling us
to manage the enterprise in a flatter,
more decentralized way, while nurturing
deeper, richer relationships with our
customers. In 2018, we introduced
a simpler, more agile organization
that moves decision making closer
to our customers and our front-line
operations. Our new management
model empowers our teams, frees
up our collective intelligence, fosters
a more open, inquisitive mindset and
encourages everyone to take charge
of their own growth. We're going to
continue building on this.

Y.C. Society is changing, and companies
are confronting new challenges. When
it comes to social and environmental
issues, companies are expected to get
involved and come up with solutions.
Our own engagement is reflected in our
commitment to making tires that deliver
the same high performance throughout
their useful lives and in our initiatives
to support sustainable urban mobility,
the circular economy, carbon taxation
and apprenticeship programs. This has
been recognized in our non-financial
ESG ratings.

F.M. Michelin is one of the global
corporations with the best reputation
worldwide®. 80% of our employees
say they are proud and happy to work
at Michelin and, in 2018, we were
voted the best large employer in the
United States®, which is a first for a
European company. We have to live up
to this recognition. We have to continue
to improve the way we fulfill all our
responsibilities, demonstrating that the
digital revolution currently underway
across the manufacturing industry
can be an opportunity for everyone,
bringing together the sustainable mobility
ecosystem around shared initiatives, and
innovating to open up new avenues to
the future.

(1) Before the amortization of brands and customer lists recognized on acquisitions.
(2) Of which €150 million from the application of IFRS 16, whereby all lease assets and liabilities are recognized without distinguishing between operating and finance leases.
(3) Vigeokiris — Michelin ranked number 1 in ESG performance in the automotive industry and number 10 worldwide out of more than 4,000 companies.
EcoVadis — Michelin awarded a “Gold CSR Rating” for its environmental, social, human rights and sustainable procurement policies.
CDP Climate Change A List 2018: Michelin was one of 127 companies cited as pioneers acting on climate change, out of more than 7,000 disclosing companies.
CDP Supply Chain — Michelin was named “Supplier Engagement Leader 2019" for its initiatives and strategy to support the energy transition in its value chain.
(4) Reputation Institute, GlobalRepTrack 2018. Michelin ranked eleventh worldwide and number one in France.
(5) Forbes, America’s Best Large Employers, 2018 ranking.
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MICHELIN AT A GLANCE
Ambitions for 2020

OFFERING EVERYONE A BETTER WAY FORWARD

Because we believe that mobility is essential for human development,
we are passionately innovating to make it safer, more affordable,
more efficient and more environmentally friendly. Our priority and
firm commitment is to offer our customers uncompromising quality.
Because we believe that all of us deserve personal fulfillment, we

want to enable everyone to do his or her best, and to make our
differences a valuable asset.

Proud of our values of respect for customers, people, shareholders,
the environment and facts, we are all sharing the adventure of
better mobility for everyone.

Today, Michelin is setting the standard across every tire, track,
conveyor belt and travel-related services market, while leading a
global strategy to drive sustainable, profitable growth.

In 2018, it once again demonstrated its ability to structurally generate
cash flow and create value:

» 117,400 employees (111,100 full-time equivalents).

1.1 AMBITIONS FOR 2020

» Net sales: €22 billion; operating income from recurring activities:
€2.8 billion.

» 67 Michelin tire and semi-finished production facilities in 25 countries.

» And with the consolidation of Fenner PLC, a major manufacturer
of conveyor belt solutions and reinforced polymer products,
and Camso, the world leader in solid rubber tires and tracks for
off-the-road mobility:

e 17 Camso solid tire and track production plants in nine countries;

¢ 15 Fenner conveyor belt production units in seven countries;

e 22 Fenner plants manufacturing reinforced polymer-based
technological products in seven countries.

» Marketing operations in 170 countries, 14.0% of the global
tire market®.

During the year, the Group also continued to work toward achieving
its ambitions for 2020, which combine performance and responsibility.

Michelin is stepping up the pace of expansion to harness the vibrant structural growth in new markets and the expected increase in demand
for more environmentally friendly tires — an area in which it is the world leader®.

It is melding performance and responsibility to embark on a new phase of dynamic growth while helping to foster sustainable road mobility.

1.1.1 MEETING TOMORROW'S MOBILITY CHALLENGES

In today’s increasingly open world, freight transport is constantly on
the rise, while people want to travel more often and more safely. The
number of vehicles on the road could double by 2030, to more than
1.5 billion. At the same time, the automotive industry is undergoing
a profound mutation to address the challenges of dwindling fossil
fuels, climate change, environmental protection and urbanization
(more than 60% of the projected 8.2 billion people on the planet
in 2030 will live in cities). The challenge is to develop safer, cleaner,
more fuel-efficient and more sustainable road mobility solutions
that make the most of information technologies.

1.1.1a) Safer mobility

Every year, 1.3 million people are killed and 50 million are injured
in traffic accidents, which are the leading cause of mortality among
young people. The statistics are particularly dramatic in developing
nations.

1.1.1b) Cleaner mobility

Road transportation accounts for 18% of all fossil-based CO,
emissions caused by human activity, with tires representing 4%
from the fuel burned to overcome their rolling resistance. This is

(1) Source: Tire Business, August 2017.

roughly the equivalent of one full tank out of every five for a car and
one out of three for a truck. To limit the average increase in global
temperatures to 2°C by 2100, CO, emissions must be halved by
2050, even though the number of vehicles on the road and total
distances driven are expected to double by that time.

Congestion, noise and pollution also pose a threat to quality of life
in big cities around the world.

1.1.1¢) More fuel-efficient, cost-effective

mobility

More than 60% of the world’s oil output is used in transportation.
Increasingly rare, oil is a major geo-strategic challenge, as are
other non-renewable energy sources and raw materials. In 2018,
the cost of raw materials used in production represented 22% of
Michelin’s net sales. Optimizing their use is essential to conserve
these resources over the long term and keep tires affordable. The
challenge is to do so while offering users the highest performance
on the market today.

(2) Source: Group estimate. Michelin was the first tire manufacturer to produce and market a low rolling resistance tire, in 1991.

(3) Compared with the pre-industrial era.
(4) Compared with 2008.
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1.1.1d) Connected mobility

Mobility today is a way of connecting people and goods. It not only
includes locating and organizing their movement and transmitting
technical data to anticipate maintenance but also connecting users
with services and leisure facilities.

MICHELIN AT A GLANCE
Ambitions for 2020

1.1.1e) More sustainable mobility

At a time when urban areas are expanding rapidly and demand is
rising for easier, healthier and more accessible forms of mobility,
particularly in cities, where the greatest economic, social and
environmental challenges lie, the issue is to move beyond day-to-day
management and invent real, positive mobility experiences for
people and goods.

1.1.2 BEING BOTH A LEADER IN SUSTAINABLE MOBILITY AND ONE OF THE WORLD'S
MOST INNOVATIVE, RESPONSIBLE AND HIGH-PERFORMANCE COMPANIES

In its drive to be both a high-performance and responsible company,
in 2013, Michelin defined six ambitions for 2020, backed by
quantifiable targets. These ambitions for 2020 have been expressed
by commitments in the areas of financial performance, social
responsibility and environmental stewardship. Each one is firmly
focused on measurable performance and aligned with the Group’s
strategy. Deployed across the organization, these six ambitions for
2020 are designed to make Michelin a global leader in sustainable
mobility and one of the world’s most innovative, responsible and
high-performance companies in fulfilling its financial, environmental
and social responsibility commitments.

As a signatory of the United Nations (UN) Global Compact and an
official partner of the COP21 climate conference held in Paris in
November 2015, Michelin has taken advantage of the opportunity
to reaffirm its commitment to sustainable development. The Group
is working to reduce its carbon footprint, including its tires’ footprint
in use, by 20% before 2030, while also halving the CO, emissions
from its plants by 2050 by shifting to renewable energies. In
addition, Michelin has also undertaken ambitious programs to plant
rubber trees in designated areas, while also restoring the equivalent
amount of native forest.

1. Continuously improve customer satisfaction
e Ensure that by 2020, all of the targeted customer groups deliver
Net Promoter Scores (NPSs) in line with the Group’s objective.

2.Demonstrate our commitment to the well-being and
development of our employees

e Achieve and maintain an 85% employee engagement rate
for the entire Group.

e Further improve safety performance and achieve a Total Case
Incident Rate (TCIR) of less than 2 for the entire Group.

e Ensure that 75% of all management positions are held by
employees who come from within the Company, reflecting
our ever-increasing diversity.

e Increase the percentage of women in all management®
positions to 30%.

e Increase the percentage of local top managers in growth
regions to 80%.

3. Secure robust financial performance
o Deliver €1.6 billion in structural free cash flow per year as from
2020, including the contribution from acquisitions.
o Achieve, as from 2020, at least a 15% return on capital employed
(ROCE) after tax and at constant scope of consolidation,
excluding goodwill.

4. Innovate to widen our lead in product and service performance

¢ Improve the overall performance of our products by at least

10% compared with 2010, while using less raw materials in
their production.

e Save 3 billion liters of fuel over the lifespan of our tires and
avoid releasing 8 million tonnes of CO, compared with 2010
thanks to product improvements.

e Contribute to the development of a circular economy by
increasing the percentage of renewable or recycled materials
in our tires to 30%.

5. Set the industry standard for responsible manufacturing

e Reduce the environmental impact of our sites, as measured
by the Michelin Environmental Footprint (MEF) indicator, by
50%, notably by improving our energy efficiency by 38% in
relation to 2005.

* Develop a responsible supply chain and reduce its CO, emissions
by 10%.

o Assess the sustainable development performance of the Group’s
top 400 suppliers and provide encouragement and support so
that 70% of them are confirmed as compliant with Michelin
standards.

6. Contribute to the development of our host communities
and support sustainable mobility
e Deploy a local community engagement program in every plant,
in line with the 2013 guidelines
e Encourage employee involvement in initiatives that support the
local community by donating 30,000 working days per year.
¢ Contribute to local employment through Michelin Development,
with the creation of 2,000 jobs per year.
¢ Reinforce our advocacy of road safety, with a strong focus on
driver education in emerging countries.
¢ Promote energy-efficient, low-emissions mobility, particularly
in cities.
Integrated into every project and cascaded to every team, these
ambitions for 2020 express Michelin’s commitment to building
growth over the long term and helping to address societal challenges
by putting its values of respect into practice.

(1) Employees with a level of individual responsibility of A to N, according to the Hay method used by the Group.
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MICHELIN AT A GLANCE
Ambitions for 2020

1.1.3 CREATING VALUE IN FOUR AREAS

At Michelin, our corporate mission — “offering everyone a better
way forward” —is what brings us all together, by making what we
do every day meaningful and important. It also informs our strategic
vision, which focuses on sustainably enhancing the mobility of our
customers and fulfilling the ambitions of our Michelin Performance
and Responsibility process. It is being deployed in four areas.

1.1.3a) Offering customers the right tire

for every need

Our innovation capabilities and deeper understanding of usage
practices have enabled us to bring to market products that are
increasingly aligned with customer expectations. Among the many
outstanding examples are the MICHELIN Pilot Sport 4S, MICHELIN
CrossClimate+, MICHELIN CrossClimate Agilis, MICHELIN X Line
Energy, MICHELIN X Guard and MICHELIN XDR 3 tires. We have
done this across every product line, by substantially shortening
time-to-market, a key factor driving our growth.

In 2018, Michelin joined with Sumitomo Corporation of Americas
to create TBC, one of the largest tire wholesalers in North America,
thereby enabling us to showcase our products more effectively and
improve the quality of our customer service.

In May 2018, the acquisition of Fenner Plc, a major manufacturer of
conveyor belt solutions with its ECS (Engineered Conveyor Solutions)
division enables the Group to expand its range of solutions for
mining customers.

Completed in December 2018, the acquisition of Camso, the world
leader in solid rubber tires and tracks for off-the-road mobility, has
expanded Michelin’s portfolio of products and services for customers
in the farming, materials handling and construction industries.

In all, the goal is to increase revenue from tire sales by 20% between
2015 and 2020.

1.1.3b) Making mobility more efficient with

tire-related services and solutions

Services have been part of Michelin’s corporate DNA for 125 years,
and we intend to take advantage of the new opportunities offered by
the digital revolution. The Effitire™, Effifuel™, and now Effitrailer™
programs deployed by Michelin, as well as the MICHELIN TIRE CARE
truck fleet service program, are offering our business customers
tools to optimize their tire management and thereby improve safety
performance, raise productivity and lower costs, all while shrinking
their environmental footprint.

Here too, we have to leverage digital technology’s ability to process
enormous amounts of data to offer customers new opportunities to
create value that we can share with them. Since the acquisition of
Sascar in Brazil, we have made great strides, particularly in successfully
deploying the technological platform underpinning its business.
Our 2017 acquisition of leading US telematics provider NexTraq
will enable us to develop these solutions faster in North America.

In all, the goal is to double revenue from the services and solutions
business between 2015 and 2020.

8 MICHELIN - 2018 REGISTRATION DOCUMENT

1.1.3¢) Enabling customers to enjoy an

outstanding mobility experience

The Michelin mobility experience is shaped by the exceptional
capital and heritage of its maps and guides, which were created
more than a century ago by the Michelin brothers to make travel
easier for their customers.

In addition to enhancing MICHELIN brand awareness, this experience
offers a fantastic opportunity to engage in a full array of businesses
that support customers before, during and after their journey.

It is now up to us to take the mobility experience a step further
by expanding our range, which is why we acquired 40% stakes in
Robert Parker Wine Advocate and the Le Fooding guide, and by
leveraging all the benefits of digital technology, which is why we
acquired BookaTable and Restaurantes.com and are expanding
ViaMichelin. At the same time, we are carefully integrating digital
solutions into the broader mobility ecosystems that will enable our
offerings to be profitable.

We intend to triple our revenue from these operations between
2015 and 2020.

1.1.3d) Providing expertise in elastomer-

based and other high-tech materials

Today, our materials expertise is primarily focused on ensuring the
differentiation of our tire products.

By becoming a customer-focused enterprise, we have helped to
stimulate and accelerate our innovative capabilities, as seen in the
fundamental developments in the areas of synthetic and natural
rubber, molds, cords and fabrics. This is also evidenced in our
biomaterials research and our proficiency in high-tech production
processes, such as metal 3D printing and tire recycling.

The 2018 acquisition of Fenner PLC, a world leader in the production
of high-tech reinforced polymer products through its Advanced
Engineered Products (AEP) division, is now enabling Michelin to
make this strategic ambition a reality. We will remain proactive in
this area to assert our technological leadership.

To support the deployment of its strategy, Michelin is continuing to
transform its operating procedures with the four progress initiatives
launched in 2015:

» focus all our concerns on the customer;

» capitalize on the digital revolution;

» simplify organizational structures and processes;
» empower every employee.

These progress initiatives form the core of our new Group organization,
which we prepared all throughout 2017 and implemented on
January 1, 2018 (see section 1.2.3).



1.1.4 LEVERAGING OUR CORE STRENGTHS

To meet the challenges of sustainable mobility, while embarking
on a new phase of dynamic growth in every geography and
strengthening its presence in the global marketplace, Michelin can
count on its core strengths: the powerful MICHELIN brand, a global
footprint, technological leadership, the market's broadest offering
and a solid balance sheet.

1.1.4a) The MICHELIN brand

With its promise of balanced performance and extraordinary capital
of trust and affinity, MICHELIN ranks among the world’s greatest
brands. For the public, the brand is associated with safety, reliability,
durability, technology and innovation, expertise and services. This
confidence stimulates the buy decision and nurtures customer loyalty,
as seen in the brand’s performance in every geography.

The MICHELIN brand has already demonstrated its power in Europe
and North America, where the Group holds forefront positions, and
its influence is growing in emerging markets, especially China. In
North America, the MICHELIN brand has earned more than five
times the number of J.D. Power Awards won by all of its competitors
combined since 1989. In Europe, the brand’s Net Promoter Score
(NPS) is twice as high as the average competitor’s, reflecting the
exceptional loyalty of its customers. According to the 2018 BCM
report, MICHELIN enjoys a strong position in China, with close to
90% customer brand recognition and a reputation nearly four times
better than its closest competitor.

In all, the MICHELIN brand accounted for some 70% of volumes sold
in the Passenger car and Light truck tire segment in 2018, around
80% in Truck tires and roughly 95% in Specialty tires.

1.1.4b) Solid technological leadership

Throughout its history, Michelin's growth has been led by technical
innovation. As a source of pioneering technological breakthroughs,
both in tires (the radial tire, the fuel-efficient tire, the summer tire
approved for winter use and the connected tire) and in materials,
the Group has been a key driver of progress in its industry and today
holds a recognized lead in the most demanding technical segments.

Thanks to its technical leadership, its ability to develop the technologies
carmakers want and the performance of its tires (which is widely
recognized by specifiers around the world), Michelin sets the standard
in the global premium tire market®, with particularly strong positions
in high-performance Passenger car and Light truck tires.

1.1.4c) A truly global footprint

Very early on, Michelin developed an exceptionally broad geographic
presence, to the extent that today, it manufactures tires in 23 countries
and sells them in more than 170.

As one of the few global tire manufacturers, the Group enjoys critical
mass and synergies that help to foster innovation, productivity and
fair, balanced relations with global original equipment manufacturers

(1) Source: Group estimate.
(2) Including the contribution from acquisitions.
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and tire dealers. The geographic breakdown of net sales attests that
this global presence is well balanced between Western Europe, North
America and the other markets. To fully leverage these strengths,
extensive programs are in place to standardize processes and share
best practices across the global organization.

1.1.4d) A comprehensive range of tires
and services

In 2018, Michelin was organized into three business divisions
— Passenger car and Light truck tires, Truck tires and Specialty
businesses — that together market the world’s broadest portfolio
of products and services.

The Group holds forefront positions in each segment, including
passenger cars, vans, trucks, farm, mining and handling equipment,
earthmovers, two-wheeled vehicles and aircraft. Because it partners
original equipment manufacturers, pays close attention to every user,
and operates in a wide array of distribution channels, Michelin is
particularly well positioned to understand customer expectations. In
addition, the Group is bringing the power of digital solutions to the
trucking industry with a suite of services that simplify maintenance,
improve reliability and uptime, manage fleets, safeguard cargo
and lower operating costs. As part of this commitment, Michelin
acquired Sascar, Brazil's leading digital fleet management company,
in 2014 and NexTraq, a major US fleet services company, in 2017.

In 2018, the acquisition of Fenner PLC, a world leader in heavy
conveyor belts and reinforced polymer products, enabled the Group
not only to broaden its range of solutions for the mining industry
(tires, services and conveyor belts), but also to drive faster expansion
in its high-tech materials operations.

In the same way, the purchase of Camso, a global leader in off-the-road
mobility, has expanded Michelin’s portfolio of solutions for customers
in the farming, materials handling and construction industries.

This comprehensive offering, combined with the Group’s global market
leadership, means that Michelin can seize every possible growth
opportunity, regardless of business segment or host geography.

1.1.4e) A solid balance sheet

In 2018, operating income rose during the year, value was created
for more than the fifth year in a row and free cash flow helped to
keep consolidated net debt low. This solid underpinning is crucial
for the future, in order to guarantee the Group’s independence and
support its ambitious growth objectives.

By 2020, Michelin is committed to reporting a 15% return on capital
employed at constant scope of consolidation, excluding goodwill,
more than €1.7 billion* in structural free cash flow a year and more
than €3.6 billion® in segment operating income at constant exchange
rates. In particular, ambitious targets have been set for segment
operating margin, of between 11% and 15% in the Automotive
tire segment, 9% and 13% in the Road transportation tire segment
and 17% and 24% in the Specialty segment.

MICHELIN - 2018 REGISTRATION DOCUMENT 9
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1.1.5 SERVING CUSTOMERS WITH POWERFUL INNOVATION CAPABILITIES

Customer-focused innovation has long been a Michelin growth
driver and a powerful vector of differentiation. The MICHELIN
brand promise, as expressed in MICHELIN Total Performance, is to
constantly innovate and deploy advanced technologies to deliver
more performance in each of our solutions, instead of asking
customers to choose between different areas of tire performance
that may at first seem incompatible.

1.1.5a) Innovation and differentiation

One of the main thrusts of Michelin’s strategy is to leverage technology
and innovation to differentiate its products and services, so as to
consolidate its leadership and effectively meet the needs of tire
users. For more than 20 years, the Group’s innovation programs
have focused on delivering sustainable mobility solutions. Today,
it is the world’s leading manufacturer of fuel-efficient tires™” and
a pioneering champion of the functional economy, which consists
in selling a service or the use of a product rather than the product
itself. For example, trucking companies and airlines can choose to
be billed based on the number of kilometers traveled, the number
of tonnes transported or the number of landings carried out using
tires supplied and maintained by Michelin. The Group is committed
to maintaining its solid lead in this new services-based economy
by delivering targeted solutions combining product innovation and
service innovation.

With an annual research and development (R&D) budget of around
€700 million, some 6,000 employees and a patent portfolio that has
tripled in ten years, Michelin’s innovation priorities are to:

» bring new product lines to market more quickly for the MICHELIN
and other Group brands;

» continuously improve performance so that each new range
outperforms the previous generation;

» develop breakthrough innovations to develop totally new solutions
to mobility challenges.

The inauguration of the new Urbalad building kicked off the project
to upgrade the worldwide research center in Ladoux, France,
which celebrated its 50" anniversary in 2015. Completed in 2018,
the €270 million project has considerably expanded the center’s
innovation potential.

To shape tomorrow’s mobility, Michelin is exploring three pathways
forward: (i) the vehicle of the future, with fuel-cell and autonomous
car projects; (i) the mobility of the future, with the integration of
tire solutions into tomorrow’s intelligent transportation systems (ITS)
and support for emerging usage trends like ride- and car-sharing;
and (iii) the reinvention of urban mobility, which is a major concern
given that 60% of the world's population is projected to live in
cities by 2030.

Michelin promotes innovations that support sustainable mobility
with Michelin Venture, which invests in startups, and its business
incubators.

Michelin is taking a leadership role in this process with Movin’On
(formerly Michelin Challenge Bibendum), which brings together
the major transportation stakeholders to explore the mobility of
the future.

(1) Michelin estimates.
(2) Source: Autobild — November 24, 2017.
(3) Michelin Earthmover Management System.
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1.1.5b) Environmentally sensitive innovation

Because mobility is essential for human development, we feel
duty-bound to make it cleaner, safer, more affordable — in a word,
more sustainable. This is the corporate mission that prompted us to
partner the United Nations Climate Change Conferences in Paris in
2015 (COP21), Marrakesh in 2016 (COP22), Bonn in 2017 (COP23)
and Katowice in 2018 (COP24).

We are committed to steadily increasing our tires’ impact on fuel
efficiency while improving all other performance factors. By leveraging
our research and development capabilities, particularly in high-tech
materials, we aim by 2030 to reduce the amount of fuel burned
to move the tires by 20% compared with 2010, thereby avoiding
the emission of 30 million tonnes of CO,.

In the same way, Michelin’s vision for the next thirty years is that
MICHELIN tires will be made using 80% sustainable materials and
that 100% of its tires will be recycled in every market.

1.1.5¢) The innovation governance system

An innovation governance system engaging and empowering all of
Michelin’s leadership teams was set up in 2012 with the creation of
the Group Innovation Committee, which can include people from
outside the Group. The system ensures that our research units are
extremely open to the outside world and to new technologies, in
particular by working with academic institutions. Marketing and
research teams cooperate seamlessly so that the products and services
they create are value creators and can be brought to market more
quickly and efficiently without ever sacrificing quality.

1.1.5d) Bringing customer-focused innovation

to market more quickly

Following on from the stunning success of the MICHELIN CrossClimate,
a summer tire certified for driving on snowy roads, 2018 saw the
launch of the MICHELIN CrossClimate AGILIS, a technology-packed
light truck tire that features a new rubber compound, a tread pattern
that guarantees grip and safety on dry, wet or snow-covered roads
and EverGrip self-regenerating tread technology. Recognized as
the best all-season tire, in new or used condition®, the MICHELIN
CrossClimate was an immediate hit, with stronger-than-expected sales.

The new MICHELIN X® GUARD™ line has been specially designed to
cater to the expectations of the Indian truck tire market, providing
customers with safe, long-lasting and fuel-efficient tires. Featuring
the best of Michelin technology, the new tire makes the MICHELIN
brand accessible to a wide array of new customers and positions
the Group at the center of the Chinese and Indian markets.
For mining companies, the new MICHELIN XDR 250 and XDR 3 tires
increase load capacity by 25%, while the recently introduced MEMS®
Evolution 4 system constantly monitors mining tire temperature
and pressure and alerts operators in real-time online or via email
or text message.



At the same time, the renewal of the KO2 and COMP-2 lines will
enable the BFGoodrich brand to win back market share, while the
new intermediate truck tire ranges introduced in North America,
South America, the Africa/Middle East region and Southeast Asia
are getting off to a favorable start.

The KLEBER brand also returned triumphantly to Europe, led by new
winter and all-season tires that quickly won praise from consumer
tirebuyers. The KLEBER Krispal HP3 winter tire is widely considered
to be the best Tier 2 model, while the KLEBER Quadraxter 2" tire
topped the ranks in the all-season segment.

1.1.6 GROWTH STRATEGY
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The excellence of these innovations has been recognized by the tire
and automotive industries. In 2018, Michelin won the Innovation
Award at the “Tire Cologne” trade fare for its MICHELIN Track
Connect technology, the first fully networked car tires solution.

To support the needs of business customers, MICHELIN solutions as
well as Sascar in Brazil and NexTraq in North America rely on onboard
telematics, electronics and cloud computing to gather vehicle data
in real time, analyze the performance of vehicles and drivers, and
devise solutions that enhance mobility, increase productivity, reduce
fuel consumption and improve both road safety and the bottom
line for customers. To this end, they build a genuine ecosystem in
cooperation with selected partners and commit to performance-based
multi-year contracts to reduce vehicle downtime, CO, emissions
and fuel consumption.

In a structurally expanding mobility market, Michelin is leveraging
its global geographic footprint to drive strong, diversified growth by
capturing the full value of its products and services and by expanding
more quickly in new markets and segments.

1.1.6a) Customer-focused growth

Providing customer service that meets the same high standards
as Group products has the potential to drive significant growth.
Michelin is meeting this challenge by rolling out every aspect of the
OPE business process management system, overhauling the supply
chain, using new tools to offer increasingly personalized customer
service and fostering employee engagement in new empowering
organizations.

Another avenue to growth is to make production facilities more flexible
and responsive to shifts in demand. Introduced in 2015, Industrial
Service Level (ISL) agreements now serve as a key management
indicator by measuring a plant’s ability to meet customer needs in
a timely manner. In the same way, the Net Promoter Score (NPS),
which measures end-customer satisfaction with the quality of
MICHELIN brand products and services, is tracked at the highest
levels of management to drive steady progress in this area.

1.1.6 b) Driving faster growth

inthetire business

Michelin is investing more than ever in the MICHELIN brand, which
expresses its commitment to quality and innovation.

MICHELIN brand sales are underpinning the growth strategy across
every product line (Passenger car and Light truck tires, Truck tires and
Specialty tires) and in every market. While MICHELIN is the benchmark
premium brand, widely recognized for the quality of its products
and services, it is supported by a multi-brand portfolio that is also
designed to help the Group reach its profitability targets. As such,
the portfolio is being developed with a focus on the fast-growing
segment for competitively priced, high-performance tires, with the
BFGoodrich®, KLEBER, UNIROYAL, TIGAR, KORMORAN, RIKEN,
TAURUS, SIAMTYRE and CAMSO brands.

(1) Source: Autobild.

The multi-brand portfolio also makes it possible to serve retail
networks that want to offer each customer just the right tire without
leaving the Michelin Group brand universe.

Another growth driver is the steady improvement in market access.
Michelin is strengthening its dealership networks through both
acquisitions and the deployment of franchising programs around
the world, as well as through the acquisition of online dealers and
wholesalers. In 2015, for example, the European sales network
was broadened with the acquisition of e-tailers in France (40% of
Allopneu.com) and the United Kingdom (100% of Blackcircles.com),
and the purchase of wholesalers in Germany (Meyer Lissendorf
and Ihle).

In January 2018, Michelin North America Inc. and Sumitomo
Corporation of Americas announced a definitive agreement to
combine their respective North American replacement tire distribution
and related service operations in a 50-50 joint venture, forming the
second largest player in the wholesale tire market in the United States.

1.1.6 ¢) Expanding the portfolio of services

and solutions

Michelin’s services portfolio originated from a determination to
enable customers to get the most out of their tires, use them
longer and save more fuel. Proof of this commitment can be seen
in the installation of roadside air pumps and the development of
service centers and specialized networks, mobile tire-fitting vans
and on-site maintenance services.

For years now, the Group has been supplying and managing tires for
its trucking, airline and mining company customers, and invoicing
them based on the distance covered, number of landings made or
weight transported.

The solutions also use onboard pressure monitoring systems to
optimize preventive maintenance and reduce vehicle downtime.

Today, Michelin manages the tires of 850,000 trucks and light trucks
in around 30 countries. The Group takes care of every aspect of tire
management, including selection, mounting, maintenance, assistance,
retreading and end-of-life recycling, and invoices customers on a
per-kilometer basis.

The digital revolution, connected vehicles and big data are opportunities
to expand the Group’s business and create value, by gradually shifting
the focus from product to service and from service to solutions and
the customer experience.
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These opportunities are being seized through the development of
strategically related businesses, such as with Sascar, Brazil's leading
digital fleet management firm, which joined the Group in 2014, and
with NexTraqg, a major US provider of telematics solutions for small
and medium fleets, which was acquired in 2017. Today, Michelin is
working with these subsidiaries to develop solutions that leverage
its knowledge of the needs of fleets of all sizes.

1.1.6d) Enhancing the customer’s mobility

experience

Motorists change their tires every 2.5 years on average. The MICHELIN
Maps, Guides and Digital Services businesses, which are grouped
together within Michelin Travel Partner, are tasked with nurturing
customer relations and developing and enriching the MICHELIN
brand experience to make it the first choice of consumers.

Since the early 1900s, Michelin has never stopped developing
products and services that make the traveling experience simpler,
more enjoyable and more rewarding, before, during and after the
journey. Today, Michelin is expanding these high-potential businesses
by incorporating them into digital systems that add value to the
Group’s full range of offerings.

These businesses also provide outstanding media visibility for the
MICHELIN brand. As the world leader in restaurant guides, the
European leader in maps and a major player in travel guides, Michelin
leverages its travel services assistance activities to significantly boost
the brand’s digital presence through a suite of applications. These
include MICHELIN MyCar for safe driving; ViaMichelin, which
celebrated its 15™ anniversary in 2016; the free, community-based
MICHELIN Navigation GPS; MICHELIN Restaurants; MICHELIN Hotels;
and MICHELIN Travel, which lists more than 30,000 points of interest
in 80 countries worldwide.

Motorists can also benefit from Michelin’s own traffic information,
travel tips and dining recommendations directly through their
vehicle’s onboard system. The Group is expanding initiatives to
uncover innovative ideas both internally and externally as well as
exploring new connected mobility services in Europe, the United
States, China and Africa.

Start-ups currently supported by the Group’s incubators include
Révisersavoiture.com, which connects motorists with maintenance
networks, and eDaiBo.com, which provides valet and maintenance
services in China’s main airports. In addition, the WOOM mobile
application has reinvented the concept of “word-of-mouth” by
proposing crowd-sourced suggestions for local leisure activities.

In 2017, we acquired 40% stakes in Robert Parker Wine Advocate,
the world’s most widely read wine tasting and rating guide, and
the Fooding guide, a website specialized in discovering hot new
restaurants and trendy bars. With the combined strength of these
two industry heavyweights and the MICHELIN guide, our customers
will enjoy more comprehensive and better value offerings and
services worldwide.

In 2018, Michelin expanded its mobility experience offering by
acquiring Tablet, the first online travel agency that curates a selection
of boutique hotels for guests looking for an unforgettable, one-of-a
kind hotel experience.

1.1.6 e) Capitalizing on our expertise

in high-performance materials
Proficiency in high-tech materials and leading-edge industrial
processes is an integral part of Michelin’s tire differentiation strategy.
It enables the Group to efficiently combine typically contradictory
performance characteristics, such as robustness and lightness, to
the highest degree possible. It also sustains the unfailing superiority
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of MICHELIN tires in terms of fuel economy and durability, to the
greater benefit of customers, the climate and the environment.
Michelin has built up extraordinary expertise in such diverse areas as
elastomers, cords, molds, high-tech fabrics, biomaterials and metal
3D printing. Its portfolio of material patents has doubled since 2011.

The Group harnesses its polymer expertise to develop new products
and applications, such as the Tweel ultra-resistant airless tire now
equipping industrial loaders and mowers, and technical soles for
Babolat tennis shoes and Millet hiking shoes.

Michelin is also honing its tire recycling expertise. In 2017, the
Group acquired Lehigh Technologies, which designs and produces
innovative materials from recycled end-of-life tires and other
rubber-based industrial goods.

Michelin is also capitalizing on its lead in metal 3D printing
technology — which is key to ensuring the performance of its new
products — as part of AddUp. Created with Fives in 2016, this
joint venture proved its potential through a number of remarkable
achievements in the space of just a few months.

1.1.6f) Taking full advantage of digital

technology

By enabling Michelin to broaden and deepen its understanding
of markets and customer needs, digital technology represents a
tremendous opportunity to engage in direct dialogue with users
and quickly develop new solutions. As new competitors skilled in
the use of big data emerge, Michelin’s expertise will nurture the
special relationship it enjoys with its customers. This expertise is
being enhanced by the progress made with the acquisition of Sascar
and NexTrag and the new understanding of retail channels with
AlloPneus and Blackcircles.

1.1.6 g) Maintaining capital expenditure

With €1.7 billion invested in 2018, Michelin is pursuing a sustained
capital expenditure program that, when combined with a targeted
acquisition strategy, is designed to meet the following objectives:

» increase production capacity in fast growing markets, such as
the premium Passenger car and Light truck tire segment, North
America and Asia;

» continue to align plants in mature markets to keep pace with
product developments and make them more competitive;

» optimize supply chain information systems and logistics hubs to
improve customer service;

» develop digital services,;
» expand distribution channels to strengthen market access;

» pursue projects in raw materials and high-tech semi-finished
products.

Three new high-capacity plants ramped up production: Itatiaia
Brazil for Passenger car and Light truck tires; Chennai India for
Truck tires; and Shenyang 2, which is designed to significantly
increase automobile and truck tire production capacity in China.
By 2020, these plants are expected to be producing an aggregate
400,000 tonnes a year.

In late 2018, the first tire rolled off the line at a new Passenger car
and Light truck tire plant in Léon, Mexico. Designed for an initial
run of around five million tires a year, it is expected to ramp up to
full capacity by 2023.

In the same way, a new synthetic rubber production facility came
on stream in Indonesia during the year, which means that Michelin
now has synthetic rubber production capacity in Asia as well as in
North America and Europe.



1.1.7 CONSTANTLY IMPROVING COMPETITIVENESS

Since 2005, Michelin has been steadily progressing on the path
to operational excellence, with the goal of improving its customer
service, reducing its costs and becoming more competitive.

1.1.7a) Competitive production plants in

mature markets

The strategy pursued before the recession to strengthen manufacturing
operations in mature markets has paid off. Thanks to the deployment
of the Michelin Manufacturing Way (MMW), the commitment of
capital expenditure to increase productivity and the consolidation
of manufacturing operations at larger, more specialized facilities,
Michelin has assertively improved its ability to manage abrupt
changes in market conditions.

In 2018, for example, it pursued the project undertaken in 2015 to
reorganize operations in the United Kingdom, with the closure of
the Truck tire plant in Ballymena and the announced shutdown of
the Passenger car and Light truck tire facility in Dundee by 2020.

Michelin is continuing to deploy the agreement initiated in 2015 to
secure the future of the Roanne plant in France by making it more
competitive and has rolled out the same model at the Vannes plant.

Lastly, to improve production flexibility and customer service, the
Michelin Manufacturing Way (MMW) approach has been enhanced
since 2015 by optimizing the manufacturing supply chain and setting
ambitious service level targets for each plant.

By 2020, this competitiveness strategy, combined with the productivity
of the plants in emerging markets and the ramp-up of the new
mega-plants, is expected to increase average capacity of the leading
Passenger car and Truck tire facilities to 96,000 tonnes.

In addition, Michelin is actively committed to digitalizing operations
at its plants to enhance their competitiveness. The goal is to speed
the decision-making process by empowering teams to work
efficiently in cooperative human-machine environments where
collaborative robots and connected systems play a supporting role
to production operators.

1.1.7b) Becoming more agile and competitive

with business process management

In an increasingly complex world, Michelin is constantly seeking
new ways to simplify its practices and procedures, not only to
drive greater business performance but also to make the entire
organization more agile.

At the same time, it is introducing new standardized, horizontal
operating procedures and information systems capable of increasing
sales volumes by offering customers competitively differentiated
services, enhancing the efficiency of its administrative processes and
sharply improving the responsiveness of its supply chain.
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With the top-to-bottom overhaul of our logistics operations and
the reconfiguration of the supply chain, the deployment of the
OPE business process management system will shortly (i) give
the production plants more responsibility in serving customers by
enabling them to respond, in real time, to fluctuations in demand
and needs; (ii) improve the ability to fulfill our commitments; and
(iii) open up new possibilities of personalizing our relationship with
each individual customer.

At an annual cost of around €100 million over the next two years,
this program will, by 2020, drive at least a €250 million reduction
in inventories and at least a €200 million reduction in annual costs.

The business process management system is one of the primary
drivers of the Group'’s competitiveness program.

1.1.7¢c¢) Improving competitiveness

worldwide to drive growth

In 2016, Michelin completed the competitiveness plan launched in
2012, whose objective was raised in 2014 from €1 billion in gains
to €1.2 billion.

In 2017, the plan was renewed with a stepped-up implementation
schedule designed to deliver another €1.2 billion in savings over
four years.

To lower production and transportation costs by a targeted
€450 million to €500 million over the period, the new plan will
pursue the improvement programs underway for the past six years
to (i) increase production capacity in the growth regions; (i) improve
capacity utilization, with plants that produce over 100,000 tonnes a
year accounting for a growing proportion of total output; (iii) sign
contracts in Europe to lock in progress, responsiveness and productivity;
and (iv) empower manufacturing teams and improve customer
service at the plants, a fundamental driver of business growth.

At the same time, to reduce overheads by a targeted €500 million to
€550 million over the period 2017-2020, the quality and efficiency
of support functions are being closely tracked by continuing to
deploy (i) new operating procedures and standard information
systems; (i) training and jobs planning programs in response to
the number of employees nearing retirement, some of whom will
not be replaced; and (iii) the simplification initiative launched in
late 2015, particularly the extension of the shared services centers’
responsibilities.

Lastly, the cost of raw materials used in production each year is
expected to decline by €150 million to €200 million over the period
thanks to the ongoing optimization of raw material content and
reduction in tire weight as part of the design-to-cost program.
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1.1.7 d)

Europe

An efficient manufacturing base

North America Asia (excluding India)

15 Passenger car and Light truck tire plants
11 Truck tire plants

9 Specialty tire plants

8 component and semi-finished

product plants

11 Passenger car and Light truck tire plants*

2 Specialty tire plants
2 component and semi-finished

4 Passenger car and Light truck tire plants
3 Truck tire plants

2 Specialty tire plants

3 component and semi-finished

product plants

Africa/India/Middle East

4 Truck tire plants

product plants
South America

1 Passenger car and Light truck tire plant

3 Specialty tire plants

2 Truck tire plants
1 Truck tire plant

* Including the Ledn Passenger car and Light truck tire plant in Mexico, which will begin production in 2018.

We also want our plants to be cleaner and more cost-effective, while reducing their greenhouse gas emissions by 50% over the period
2010-2050, not only by using new, more energy-efficient equipment, but also by increasing renewable energies to around two-thirds of

our energy mix.

In 2018, Michelin acquired Fenner PLC, a world leader in heavy conveyor belts and reinforced polymer products, and Camso, a major
manufacturer of off-the-road tires for farm, materials handling and construction equipment. Consolidation of these companies broadened
the Group's worldwide production base by adding the following facilities:

FENNER
Europe North America Asia (excluding India)
5 AEP* plants 14 AEP plants 3 AEP plants
2 ECS* plants 5 ECS plants 2 ECS plants
Pacific Africa/India/Middle East
4 ECS plants 2 ECS plants

*  AEP: Advanced Engineered Products/ECS: Engineered Conveyor Solutions.

CAMSO
Europe North America Asia (excluding India)
3 facilities 4 facilities 2 facilities
South America Africa/India/Middle East
1 facility 7 facilities

1.1.8 MOVING FORWARD TOGETHER

The Michelin corporate community is made up of more than
117,000 people, representing 120 nationalities. Their diversity is a
valuable asset and source of creativity, while their professionalism
and commitment are instrumental in driving the performance and
development of a Group whose employee relationships are rooted
in dialogue and mutual respect.

1.1.8a) A mutual commitment

Michelin firmly believes that business performance and the professional
success of its employees go hand in hand. The “Moving Forward
Together” program reaffirms the values that guide the Group every
day and expresses the mutual commitments that it has undertaken
and that employees are expected to demonstrate. Michelin wants
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every employee to be able to find fulfillment in his or her job. That's
why performance and potential are assessed with a view to the
long term, and training policies allow each employee to continue
to grow throughout his or her career, while helping to drive the
Group’s development. At the same time, career management focuses
on promoting from within and offering mobility opportunities.

Diversity is actively encouraged, to build teams that look like the
Group’s host societies, and a structured equal opportunity process
is in place to combat all forms of discrimination.

A large number of employees receive performance-based compensation,
with different bonus systems adapted to each country and job
function. The Group has also set up a stock option plan open to
many employees and regularly carries out worldwide employee
share issues.



Since 2012, the annual “Moving Forward Together: Your Voice
for Action” survey has measured the employee engagement rate
and employee sentiment. Conducted across the Group, the survey
was answered by 91 % of all employees, who demonstrated an
80% engagement rate. Michelin has set the particularly ambitious
objective of becoming a world-class leader in this area by reaching
and maintaining an 85% employee engagement rate by 2020
(see section 6.2.5 q).

1.1.8b) Embracing empowerment

In resonance with simplification, employee empowerment is a major
driver of improvement.

Every day, Michelin is capitalizing on the benefits of deploying
Empowering Organizations in the production operations and support
functions. As the key to encouraging employees to demonstrate the
expected attitudes and behaviors, this process has to be constantly
broadened and deepened in every aspect of the business. It is already
enhancing everyone’s ability to innovate and respond agilely to
change, while profoundly transforming quality of worklife, workplace
relationships and human resources management for each and every
employee around the world.

Greater employee empowerment is also one of the cornerstones
of the new organization introduced in January 2018.

1.1.8c) Respect for people, the foundation

of social cohesion

By making workplace safety a priority and a reality, Michelin has
become one of the world's safest manufacturers. Major programs
are also in place to attenuate risks and improve outcomes in the
areas of occupational health and quality of worklife.

When production has to be scaled back due to a falloff in demand,
a wide range of solutions are deployed to limit short-time work,
such as conducting preventive maintenance, bringing forward
vacation or organizing training. Implementation of these measures
is facilitated by initiatives to develop a sense of mutual responsibility
and co-destiny, in a commitment to improving corporate performance
and protecting jobs.

Whenever industrial reorganization measures have been necessary,
the employees concerned have been offered opportunities within
the Group and individual support if external solutions were preferred
or inevitable.

MICHELIN AT A GLANCE
Ambitions for 2020

1.1.8d) A motivating corporate culture

Inspired by its founders, Michelin is dedicated to enhancing mobility
through innovation and quality, by basing its development on the
core values of Respect for Customers, Respect for People, Respect
for Shareholders, Respect for the Environment and Respect for Facts.

Its sustainable development approach, embodied in the Development
and Sustainable Mobility (DSM) process, structures this corporate
culture and coordinates the Group’s commitment to the principles
of sustainable, balanced, responsible growth.

In 2013, the governance system for the process was modified for
the first time to make it more efficient and to integrate it more
effectively at every level and in every skills-set. The new ambitions
for 2020 are included in all of the strategic plans and targets and
deployed in every host country, plant and unit. They are quantified,
tracked and measured.

On January 1, 2018, the Michelin Performance and Responsibility
Council was replaced by the Development and Sustainable Mobility
Committee, which is made up of all of the members of the Group
Executive Committee as well as the Heads of Purchasing, Legal
Affairs and Development and Sustainable Mobility. The Committee
oversees three governance bodies: Environment, Ethics and Human
Rights, and Sustainable Mobility. In line with Michelin’s commitments
for 2020, 2030 and 2050, these three bodies are tasked with
approving the goals and initiatives falling within their scope by
defining priorities and the relevant necessary resources. Each region
has a correspondent responsible for promoting development and
sustainable mobility initiatives on a day-to-day basis and for reporting
on the implementation of objectives defined by the Development
and Sustainable Mobility Committee, as well as actions initiated
locally. Action plan progress and outcomes are regularly measured.

The changes to the Development and Sustainable Mobility governance
system are intended to enable the Group to more effectively
deploy its approach in this area, both in terms of internal progress
initiatives and in relations with partners and host communities.
The engagement of Michelin employees and their ability to work
together to drive fast improvement has been recognized by several
corporate sustainable development rating agencies, whose issued
opinions have encouraged employees to take the process even further.
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Ambitions for 2020

1.1.9 PROGRESS ON AMBITIONS FOR 2020

2020 ambition

Key performance indicator (KPI)

Progress made in 2018

1
Continuously improve
customer satisfaction

Ensure that by 2020, all of the
targeted customer groups deliver
Net Promoter Scores (NPSs) in line
with the Group’s objective

Percentage of targeted customer
groups delivering NPSs in line with
the Group's objective

67.7% in 2018

(scope expansion and change in
requirement level vs. 2017)
72% in 2017

2

Demonstrate our
commitment to the
well-being and
development

of our employees

Further improve safety
performance and achieve a Total
Case Incident Rate (TCIR) of less
than 2 for the entire Group

TCIR

1.9in 2018
(2.1in2017*,2.5in 2016
and 2.7 in 2015)

Achieve and maintain an 85%
employee engagement rate

The Group-wide employee
engagement rate as measured
by the annual “Moving Forward
Together: Your Voice for Action”
survey

80% in 2018
(80% in 2017, 80% in 2016
and 77% in 2015)

Ensure that 75% of all management

positions are held by employees
who come from within

the Company, reflecting our
ever-increasing diversity

Percentage of management
positions held by employees
promoted from within

76% in 2018
(76% in 2017, 76% in 2016
and 75% in 2015)

Increase the percentage
of women in management
and supervisory positions to 30%

Percentage of women among
managers and supervisors (level
of individual responsibility of Ato N,
according to the Hay method

used by the Group)

26.9% in 2018
(25.7% in 2017, 24.8% in 2016
and 24.2% in 2015%)

Increase the percentage of local
top managers in growth regions
t0 80%

Percentage of managers from
growth regions

75% in 2018
(74% in 2017, 72% in 2016
and 68% in 2015)

3 Deliver €1.4 billion in structural Free cash flow (cash flows from €1,274 million in 2018
Secure robust financial free cash flow per year operating activities less cash (€1,509 million in 2017,
performance as from 2020 flows used in investing activities) €961 millionin 2016,
adjusted for the impact of raw and €833 million in 2015)
materials and end-of-year volumes
on working capital
and for non-recurring items
Achieve at least a 15% return ROCE 14.0% in 2018
on capital employed (ROCE) at (11.9% in 2017, 12.1% in 2016
constant scope of perimeter and 12.2% in 2015)
4 Improve the overall performance Percent improvement in the 9.7% improvement in 2018

Innovate to widen our lead
in product and service
performance

of our products by at least 10%
compared with 2010, while
using less raw materials in their
production

composite performance indicator
compared with 2010

(7.6% improvement in 2017)

Save 3 billion liters of fuel over
the lifespan of our tires, thereby
reducing CO, emissions by more
than 8 million tonnes compared
with 2010

Total improvement in the rolling
resistance of Passenger car, Light
truck and Truck tires compared
with 2010

The energy performance of
Passenger car, Light truck and
Truck tires in 2018 should allow
around 3.3 billion liters of fuel
savings and a reduction of CO,
emission of around 8.4 million
tons during their lifetime

Contribute to the development
of a circular economy by
increasing the percentage

of renewable or recycled materials

in our tires to 30%

Percentage of renewable
or recycled tire materials
in the tires we produce

At the end of 2018, the average
rate of renewable materials or
materials made from Group tire
recycling is estimated at 29%, in
line with the 2020 target of 30%
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2020 ambition

Key performance indicator (KPI)

MICHELIN AT A GLANCE
Ambitions for 2020

Progress made in 2018

5
Set the industry standard for
responsible manufacturing

Reduce the environmental impact
of our sites, as measured by the
Michelin Environmental Footprint
(MEF) indicator, by 50%, notably
by improving our energy efficiency
by 38% in relation to 2005

1) MEF Index
2) Energy consumption per tonne
of tires produced

1) 50.7% improvement in the
MEF compared with 2005*
(-47.3% in 2017)

2) 30.7% reduction in energy
consumption compared with
2005* due to improving
energy efficiency
(-30.4% in 2017)

Develop a responsible supply
chain and reduce its CO, emissions
by 10% compared with 2010

CO, emissions per tonne
of tires sold outside the Group

-7.6% end of 2017

(For technical reasons, the result
at the end of 2018 will be available
later on)

Assess the sustainable
development performance of the
Group's top 400 suppliers

Number of suppliers assessed
by EcoVadis

654in 2018
(547in 2017,4191in 2016
and 263 in 2015)

Provide encouragement and
support so that 70% of these
suppliers are confirmed as
compliant with Michelin standards

Percentage of the 400 suppliers
assessed by EcoVadis that are
confirmed as compliant

78% in 2018

(77% in 2017,

74% as of end-2016

and 66% as of end-2015)

6

Contribute to the
development of host
communities and support
sustainable mobility

Deploy a local community
engagement program in every
plant, in line with the 2013
guidelines

Number of facilities effectively
implementing the new guidelines

110 plants and offices moved
their programs into compliance
with the guidelines in 2018

Encourage employee involvement
in initiatives that support the
local community by donating
30,000 working days per year

Number of days that employees
dedicate to local community
involvement

34,800in 2018
(33,800in 2017, 31,612in 2016
and 27,733in 2015)

Contribute to local employment
through Michelin Development,
with the creation of 2,000 jobs
per year

Number of jobs created with the
help of Michelin Development

1,822in 2018
(1,918in 2017, 1,695 in 2016
and 1,665 in 2015)

Reinforce our advocacy of road
safety, with a strong focus on
driver education in emerging
countries

Number of awareness-raising
programs deployed and number
of people reached

4 global partnerships: United
Nations Road Safety Collaboration
(UNRSC),

Global Road Safety Partnership
(GRSP), FIA High Level Panel for
Road Safety, Youth for Road
Safety (YOURS)

China: students from more
than 200 universities have been
involved in the “Safety, We Act
Together” campaign

United States: 1.5 billion views
on social media for the “Beyond
the Driving Test 2" campaign
which sensitizes teenagers to the
role of tires regarding security
Worldwide: 100,000 young
people targeted by the

“VIA21: Bring Road Safety
Education to a New Generation”
program

*  Information reviewed in detail and subject to a report by an independent third party in accordance with France’s Grenelle Il Act (for more details, see section 6 below).
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1.2 COMPANY PROFILE

1.2.1 A COMPREHENSIVE BRAND PORTFOLIO

» A global premium brand: MICHELIN.

» A global brand dedicated to sports cars and SUVs: BFGoodrich®.

» Strong regional brands: UNIROYAL in North America and KLEBER in Europe.

» Market-leading national brands.

MICHELIN

BFGoodrich® KLEBER UNIROYAL

KORMORAN RIKEN TAURUS TIGAR
SIAMTYRE

CAMSO SOLIDEAL DUNLOP Fenner

1.2.2 PRODUCTS AND SERVICES YOU CAN TRUST

» Tires for cars, vans, trucks, farm equipment, earthmovers,
motorcycles, scooters, bicycles, aircraft, subway trains and
tramways, with innovative solutions tailored to widely varying
expectations and conditions of use.

In 2018, Michelin successfully completed two acquisitions that will

be strategically important for driving growth in its tire businesses:

e Camso, a global leader in off-the-road mobility (farming,
materials handling and construction industries);

e Fenner PLC, a world leader in heavy conveyor belts with its
Engineered Conveyor Solutions division, enabling Michelin to
expand its range of solutions for mining customers.

Around 190 million tires produced in 2018.

» Dealerships and service centers: the integrated Euromaster
dealership network; TyrePlus franchises or brand partnerships for
car tires in Asia, the Middle East, Russia, Australia and Mexico;
Michelin Commercial Service Network franchises for truck tires
in the United States; Michelin Truck Service Center partnerships
in Asia, the Middle East and Algeria, and exclusive truck service
networks in Brazil, Mexico and Argentina, which all set the
market standard for expert advice and quality service; online
tire retailers in France (40% of Allopneus.com) and the United
Kingdom (Blackcircles.com).
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In January 2018, Michelin North America Inc. and Sumitomo
Corporation of Americas announced a definitive agreement
to combine their respective North American replacement tire
distribution and related service operations in a 50-50 joint venture,
forming the second largest player in the wholesale tire market
in the United States.

More than 7,000 proprietary and franchised outlets in 29 countries.
» Truck driver assistance services with Michelin Euro Assist.

» Fleet tire advice, maintenance and management services
with Michelin Fleet Solutions in Europe and Michelin Business
Solutions in North America.

» Michelin Travel Partner: MICHELIN maps and guides and
ViaMichelin mobility assistance services:
¢ around 8 million maps and guides published in 2018;
¢ 163 billion kilometers calculated by ViaMichelin in 2018;
¢ up to 40 million covers booked via the BookaTable (including
Michelin Restaurant) app.

» Michelin Lifestyle products developed in partnership with
licensees: car and bike accessories, work, sports and leisure
gear, and collectibles.

» High-tech materials: in line with its growth strategy and backed by
its unrivaled expertise, Michelin is actively developing its high-tech
materials business. Growth in this high-value segment has been
considerably stepped up by the acquisition of Fenner PLC and its
reinforced polymer operations (Advanced Engineered Products).



1.2.3 AN EFFICIENT ORGANIZATION

MICHELIN AT A GLANCE
Company Profile

To drive the development and success of its customer-focused
growth strategy, while gaining in agility and increasing employee
empowerment, the Group implemented a new organization on
January 1, 2018, structured as follows:

» 10 Regions: Africa/India/Middle East, Central America, North
America, South America, East Asia/Australia, China, Central
Europe, Northern Europe, Southern Europe, and Eastern Europe.

These regions are our direct points of contact with our customers.
Leveraging their close proximity to local markets and consumers,
they identify key needs and market our products and services.
They represent the Group in the region and are responsible for
our customers’ satisfaction. Their results are managed in terms
of growth and operating income.

» 14 Business Lines: Automotive B2C Global Brands, Automotive
B2C Regional Brands, Automotive Original Equipment, Long
Distance Transportation, Urban Transportation, Mining, Off Highway
Transportation, Two-Wheel, Aircraft, High-Tech Materials, Mobility
Experiences, Distribution, Services & Solutions and Motorsport.

Based on the needs identified by the Regions, the Business Lines
define their strategy for designing market-leading products and
services aligned with their competitive environment. Their results
are managed in terms of market share and operating income.

As a consequence, the Business Lines remain the strategic focus
of the Group’s management approach. Their financial results (in
particular operating income, free cash flow and ROCE) directly
feed into the Group’s consolidated financial statements, which
continue to be prepared based on the following three reporting
segments:
e Automotive (SR1), which comprises the following business lines:
Automotive B2C Global Brands, Automotive B2C Regional
Brands, Automotive Original Equipment and Mobility Experiences;

¢ Road Transportation (SR2), which comprises the following business
lines: Long Distance Transportation, Urban Transportation and
Services & Solutions;

¢ Specialty Businesses (SR3), which comprise the following business
lines: Mining, Off-Highway Transportation, Two-Wheel, Aircraft
and High-Tech Materials.

The consolidated reporting process allocates the Distribution and
Motorsport business lines among the above three segments.

» 8 Operating Departments for operational support, overseeing
cost-effective design, manufacturing and organization of product
and service flows to meet our customers’ expectations:

Research & Development Department;

Development of Service Technologies Department;

Manufacturing Department;

Supply Chain Department;

Marketing & Sales Support Department;

Purchasing Department;

Operations Quality Guarantee Department;

Corporate Business Services (CBS) Department.

» Support functions, broken down into:
e |ocal services integrated into the organization of the regions;
e globalized platforms providing the best service to business
and operating units in terms of cost, quality and lead times.

» A streamlined Corporate Unit: responsible for spearheading
design and overall strategy as well as regulating interactions
between the various entities and ensuring local initiatives are
in line with the Group’s project, the Corporate Unit focuses on
the areas of Strategy, Organization, Digital, External Relations,
Communication & Brands, Sustainable Development, Quality, Risk
Management, Audit, Legal, Human Resources, Finance and IT.
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1.3 FINANCIAL HIGHLIGHTS

1.3.1 FINANCIAL PERFORMANCE

(in€million) | 2018 | 2017 2016 2015 2014

Sales 22,028 21,960 20,907 21,199 19,553
% change +0.3% +5.0% -1.4% +8.4% -3.4%
Total employee benefit costs 6,038 5,871 5,542 5,785 5,292
asa % of sales 27.4% 26.7% 26.5% 27.3% 271%
Number of employees (full time equivalent) 111,100 107,800 105,700 105,800 106,700
Research and development expenses 648 641 718 689 656
as a % of sales 2.9% 2.9% 3.4% 3.3% 3.4%
Segments EBITDA™ 4,119 4,087 4,084 3,934 3,286
Segments operating income 2,775 2,742 2,692 2,577 2,170
Segments operating margin 12.6% 12.5% 12.9% 12.2% 11.1%
Operating income 2,550 2,631 2,791 2,207 1,991
Operating margin 11.6% 12.0% 13.3% 10.4% 10.2%
Cost of net debt 200 176 203 184 130
Other financial income and expenses 16 0 20 -30 -43
Income before taxes 2,230 2,354 2,464 1,869 1,651
Income tax 570 661 797 706 620
Effective tax rate 25.6% 28.1% 32.3% 37.8% 37.5%
Net income 1,660 1,693 1,667 1,163 1,031
as a % of sales 7.5% 7.7% 8.0% 5.5% 5.3%
Dividends®? 637 585 522 463 464
Cash flows from operating activities 2,831 2,741 2,764 2,695 2,522
as a % of sales 12.9% 12.5% 13.2% 12.7% 12.9%
Gross purchases of intangible assets and PP&E 1,669 1,771 1,811 1,804 1,883
as a % of sales 7.6% 8.1% 8.7% 8.5% 9.6%
Net debt® 3,719 716 944 1,008 707
Equity 12,167 11,261 10,646 9,542 9,523
Gearing 31% 6% 9% 1% 7%
Net debt®/EBITDA®M 0.9 0.18 0.23 0.26 0.22
Segments operating income / Net interest charge® 13.3 15.9 13.3 12.8 16
Free cash flow® (2,011) 662 1,024 653 322
ROE® 13.6% 15.0% 15.7% 12.2% 10.8%
ROCE™ - 11.9% 12.1% 12.2% 1M.1%
Operating ROCE® 14.0% 13.0% - - -
Per share data (in €

Net assets per share® 67.8 62.7 59.1 52.5 51.3
Basic earnings per share 93 9.39 9.21 6.28 5.52
Diluted earnings per share 9.25 9.34 9.03 6.19 5.45
Price-earnings ratio""® 9.3 12.7 11.5 14 13.6
Dividend for the year 3.70 3.55 3.25 2.85 2.5
Pay-out ratio!"? 36.4% 36.0% 36.5% 37.0% 40.6%
Yield™ 4.3% 3.0% 3.1% 3.2% 3.3%
Share turnover rate 92% 71% 78% 99% 91%

(1) As defined in note 3.7.2 to the consolidated financial statements.

(2) Including the dividends paid in shares.

(3) Net debt: financial liabilities - cash and cash equivalents (excluding cash flows from cash management financial assets and borrowing collaterals) +/- derivative
assets,as defined in note 26 to the consolidated financial statements.

(4) Net interest charge: interest financing expenses - interest income from cash and equivalents.

(5) Free cash flow: cash flows from operating activities - cash flows from investing activities (excluding cash flows from cash management financial assets and borrowing
collaterals), as defined in section 2.5.3.

(6) ROE: net income attributable to shareholders/shareholders’ equity excluding non-controlling interests.

(7)  ROCE: segment operating result profit after tax (NOPAT)/capital employed (intangible assets and PP&E + long-term financial assets + working capital requirement),as
defined in section 2.6 — tax rate at 31%.

(8) Operating ROCE: net segment operating result after tax (NOPAT)/capital employed (intangible assets and PPE + long-term financial assets + working capital
requirement — goodwill - acquired intangible assets — associates & joint ventures) — tax rate at 26% in 2018, 31% in 2017.

(9) Net assets per share: net assets/number of shares outstanding at the end of the period.

(10) P/E: Share price at the end of the period/basic earnings per share.

(11) Subject to approval at the Annual Shareholders Meeting on May 17, 2019.

(12) Distribution rate: Dividend/Net income.

(13) Dividend yield: dividend per share/share price at December 31.

(14) Share turnover rate: number of shares traded during the year/average number of shares outstanding during the year.
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1.3.2 CORPORATE SOCIAL AND ENVIRONMENTAL RESPONSIBILITY

1.3.2a) Summary table of 2018 employee data for the Group
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2017 2016 2015  Indicators
Workforce at December 31
(full-time equivalent employees of consolidated companies, excluding interns,
apprentices, work-study trainees and temp agency workers) 111,117 107,807 105,654 105,798 GRI1102-7
Employees on payroll at December 31
(consolidated companies, under any form of work contract,
excluding temp agency workers) 117,393 114,069 111,708 111,681
Europe 70,599 66,598 65,859 65,885
North America 21,541 22,649 22,841 22,508  GRIT027
South America 8,166 7,999 6,475 6,544
Asia (excluding India) 15,259 15,078 14,835 14,977
Africa/India/Middle East 1,848 1,745 1,698 1,677
Employees by gender*
(employees on payroll, under any form of work contract,
excluding temp agency workers) GRI 102-08
Men 81.9% 82.5% 82.9% 83.2%
Women 18.1% 17.5% 17.1% 16.8%
Employees by category*
(full-time equivalent employees, excluding temp agency workers, as a %)
Production operators 61.8% 62.2% 61.9% 62.1%  GRI102-08
Administrative and technical staff and supervisors 29.5% 29.4% 29.9% 30.0%
Managers** 8.7% 8.4% 8.2% 7.9%
Employees by age*
(full-time equivalent employees, as a %)
24 and under 5.9% 5.8% 5.3% 5.3%
25-34 26.3% 26.3% 26.6% 27.2%
35-44 29.9% 29.4% 29.1% 28.6%
45-54 23.4% 23.0% 22.6% 22.3%
55-64 14.0% 15.1% 15.9% 16.2%
Over 65 0.5% 0.4% 0.5% 0.4%
Employees by length of service*
(full-time equivalent employees, as a %)
Less than 2 years 15.5% 15.2% 21.5% 18.7%
3-5years 14.5% 13.8% 14.4% 15.4%
6-10 years 17.5% 17.9% 15.1% 14.8%
11-15 years 14.28% 13.8% 13.6% 13.5%
16-20 years 11.6% 13.1% 10.8% 11.6%
More than 20 years 26.8% 26.1% 24.5% 25.9%
Employee movements* (permanent work contracts)
New hires 7,957 7,553 6,456 6,057
Resignations 3,378 2,682 2,185 2,390
Dismissals and terminations by mutual agreement 2,624 2,524 2,364 2,843
Retirement 2,484 2,077 1,871 2,115
Death 97 120 99 116
Contract employees* (excluding temp agency workers, in %) 4.7% 5.2% 4.4% 4.4%
Part-time employees* 3.6% 4.4% 3.6% 3.1%
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GRI
2018 2017 2016 2015  Indicators
Training hours*
(employees on payroll, under any form of work contract,
excluding temp agency workers)
Percentage of training hours per total hours worked 3.1% 3.2% 3.3% 3.5%
Percentage of employees who received training 97% 85% 93% 93%
Number of training hours per employee per year 53 54 56 59 GRI404-1
Training hours (excluding temp agency workers and the dealership networks) 5,008,971 5,107,806 5,300,000 5,635,657
Production operator absenteeism*
(excluding dealership networks and Russia)
Europe 4.5% 5.5% 5.3% 5.4%
Occupational accidents
(including the dealership networks and Tigar; excluding recently acquired
companies, excluding temp agency workers)
Number of lost-time incidents, Group-wide 704 725 796 740
Lost-time incident frequency rate 3.8 4.1 39 3.6 GRI403-2
Lost-time incident severity rate 0.19 0.25 0.24 0.21
TCIR Michelin Group, excluding Euromaster, Tigar and recently
' X GR1403-2
acquired companies 1.3 1.5 1.6 1.7
TCIR, entire Group 1.9 2.1 2.5 2.7
Number of Progress Ideas* 62,802 59,082 59,601 58,980
Diversity*
(employees on payroll, under any form of work contract,
excluding temp agency workers) GRI405-1
Percentage of women in extended management® 26.8% 25.7% 24.8% 24.2%
Percentage of women among top managers®? 18.7% 18.1% 17.3% 16.4%
Percentage of women among executives® 12.7% 11.6% 11.1% 9.9%
Percentage of local top managers in growth-region countries* 75% 74% 72% 68%
Percentage of management positions held by employees GRI202-2
promoted or transferred from within* 76% 76% 76% 75%
Employee engagement rate* 80% 80% 80% 77%

* Unless otherwise specified, employee-related figures (except headcount) concern the entire Michelin Group, excluding the dealership networks, Tigar and recently

acquired companies.

** Management defined as employees with a level of individual responsibility of A to K, according to the Hay method used by the Group.

(1) Employees with a level of individual responsibility of A to N, according to the Hay method used by the Group.
(2) Employees with a level of individual responsibility of A to I, according to the Hay method used by the Group.
(3) Employees with a level of individual responsibility of A to G, according to the Hay method used by the Group.
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1.3.2b) Summary table of 2018 environmental data for the Group

Consolidated environmental data 2018
Water consumption (m*/t FP) 8.09
Energy consumption (GJ/t FP) 12.06
Michelin point sources 6.20
Steam purchased, net 0.97
Electricity purchased, net 4.89
CO, emissions (t/t FP) 0.875
of which:
direct emissions from Michelin point sources (Scope 1*) 0.43
indirect emissions, steam generation (Scope 2*) 0.05
indirect emissions, electricity generation (Scope 2) 0.40
Total Michelin direct and indirect emissions avoided (tonnes of CO,) 33,000
Sulfur dioxide emissions (kg/t FP) 0.41
Nitrogen dioxide emissions (kg/t FP) 0.50
VOC emissions (kg/t FP) 1.77
Waste generated (kg/t FP) 98.7
Waste landfilled (kg/t FP) 2.93
Hazardous waste generated (kg/t FP) 7.90
28 facilities
Number and total surface area of facilities located less than one totaling
kilometer from a protected area 6,600 ha

% change
2017 vs.2017
8.60 -6.0%
12.1 -0.4%
6.27 -1.2%
0.97 0.3%
4.87 0.4%
0.89 -1.3%
0.44 -1.6%
0.04 10.4%
0.41 -3.6%
44,750 -26.3%
0.38 7.8%
0.37 34.0%
2.07 -14.7%
102.2 -3.4%
4.20 -30.1%
7.55 4.7%

27 facilities

totaling

6,400 ha

In 2018, the Michelin Group did not incur any significant fines or non-monetary sanctions for non-compliance

with environmental legislation and/or regulations.

GRI

2010 Indicators
11.8
14.4

8.0 GRI302-3

1.2 GRI302-4
5.2
1.28
0.58

o G
0.58

24,000 GRI'305-5

0.96 GRI305-7

0.83 GRI305-7

2.89 GRI305-7
109.5
10.2

GRI306-2

GRI304-1

GRI307-1

*  The Greenhouse Gas Protocol: A Corporate Accounting and Reporting Standard, World Business Council for Sustainable Development and World Resources Institute,

revised edition.
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1.4 SUMMARY ORGANIZATION CHART

(at December 31, 2018)

Compagnie Générale
des Etablissements Michelin (CGEM)

France

Y100%

Compagnie Financiere
Michelin SCmA
(CFM) Switzerland

y

Manufacturing,
sales and research companies
outside France

The Group’s parent company is Compagnie Générale des Etablissements
Michelin (CGEM), which directly or indirectly owns all of its subsidiaries
and associates. Its two main subsidiaries are:

» Manufacture Francaise des Pneumatiques Michelin (MFPM),
a wholly-owned subsidiary that coordinates all of the Group’s
manufacturing, sales and research operations in France;

» Compagnie Financiére Michelin SCmA (CFM), a wholly-owned
subsidiary that owns most of the Group’s manufacturing, sales

and research companies outside of France and coordinates their
operations.
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Y100%

Manufacture Francaise
des Pneumatiques Michelin
(MFPM) France

\/

Manufacturing,
sales and research companies
in France

Services provided by CGEM and CFM to the operating companies
are governed by contractual agreements.

They are delivered by MFPM, which bills the operating companies
on a cost-plus basis.

Intra-group transactions involve sizeable volumes in such areas as
intangible assets, a wide array of services, equipment, raw materials
and semi-finished and finished products. The corresponding fees
or prices are set using methods that vary by type of transaction.
However, all of the methods are based on the arm’s length principle
as defined in the OECD’s Transfer Pricing Guidelines for Multinational
Enterprises and Tax Administrations.
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1.5 HISTORY AND DEVELOPMENT OF THE COMPANY

Compagnie Générale des Ftablissements Michelin traces its origins to Barbier, Daubrée et Cie, a partnership limited by shares set up on
July 15, 1863 in Clermont-Ferrand, in the Puy-de-Déme region of France. Michelin’s history closely parallels the history of the pneumatic tire.

1832
July 15, 1863

1889

1891
1895
1898
1900
1906
1927
1929
1931
1934
1935
1940
1946
October 15, 1951

1952
1959
1960

1965
1960s and 1970s

1980
1981

1984
Beginning in 1985
1990
1993
1994
Beginning in 1995
2001

2003
2004
2005

2011
2012
2013

2014
2015

2016
2017

2018

Aristide Barbier and Edouard Daubrée open a factory to make farm equipment and rubber balls in Clermont-Ferrand.
Barbier, Daubrée et Cie is incorporated as a partnership limited by shares in Clermont-Ferrand,
in the Puy-de-Dome region of France.

The Company is renamed Michelin et Cie.
A patent is filed for the first pneumatic tire.

Michelin develops the first removable bicycle tire.

Michelin introduces Eclair, the first car to be fitted with pneumatic tires.

Birth of Bibendum, the Michelin Man.

The first Michelin Red Guide is published.

Michelin opens its first plant outside France, in Turin, Italy.

The first plant opens in the United Kingdom.

Michelin invents the Micheline locomotive and the pneumatic tire for railway cars.

The first plant opens in Germany.

The first plant opens in Spain.

Michelin acquires a controlling interest in French carmaker Citroén, which it will hold until 1975.

Michelin et Cie is renamed Manufacture de Caoutchouc Michelin.

Michelin files a patent for the revolutionary radial tire.

Manufacture de Caoutchouc Michelin transfers its manufacturing assets in France to the newly created Manufacture
Francaise des Pneumatiques Michelin and changes its name to Compagnie Générale des Etablissements Michelin (CGEM),
which has no industrial operations of its own.

Michelin adapts its radial technology to truck tires.

Michelin introduces the first radial tire for earthmovers.

The Group's foreign assets are transferred to a single holding, Compagnie Financiére Michelin SCmA (CFM), with its head
office at Granges-Paccot, Canton of Fribourg (Switzerland). CFM is an intermediate holding company that also manages
the Group's financing, sourced from banks and the financial markets.

Inauguration of the Ladoux Testing and Research Center, north of Clermont-Ferrand.

The Group’s expansion gains new momentum with the construction of a large number of plants, firstin France, thenin
other countries, and particularly in the Americas, beginning in the 1970s.

The world’s tenth largest tire manufacturer in 1960 and sixth largest in 1970, Michelin becomes the second largest,
behind Goodyear, in 1980.

Development of the Michelin X Air, the first radial aircraft tire.

Start-up of operations in Brazil with two plants.

Michelin develops the first radial motorcycle tire, which will be brought to market in 1987.

Start-up of manufacturing operations in Asia through joint ventures.

Acquisition of US tire manufacturer Uniroyal Goodrich, following Bridgestone’s acquisition of Firestone in 1988.
Michelin invents the new C3M tire manufacturing process.

Launch of the fuel-efficient Energy tire lineup.

Expansion in Eastern Europe.

Positions strengthened in China with the creation of Shanghai Michelin Warrior Tire.

Michelin develops the world’s largest earthmover tire.

Creation of the ViaMichelin travel assistance website.

Introduction of the MICHELIN XeoBib, the first agricultural tire that operates at a constant low pressure.

Michelin presents the Active Wheel.

Michelin supplies tires for the first flight of the Airbus A380, introduces the first dual-compound motorcycle tire,

the Michelin Power Race, and launches Michelin Durable Technologies, a package of innovations that revolutionize
the performance and longevity of bus and truck tires.

Launch of the “New Phase of Dynamic Growth".

First Passenger car and Light truck tire produced at the Itatiaia plant in Brazil.

First Truck tire produced at the new Shenyang 2 plant in China.

First Passenger car and Light truck tire produced at the new Shenyang 2 plant in China.

First Truck tire produced at the new Chennai plant in India.

Michelin acquires Sascar, Brazil's leading digital fleet management company.

Launch of the MICHELIN CrossClimate, the world'’s first summer tire also approved for winter use.

Michelin acquires online tire dealers Blackcircles and Allopneus (40%).

The Group outlines four value-creation drivers as part of its ambitious objectives for 2020.

Michelin acquires NexTrag, a leading US provider of telematics solutions for vehicle fleets.

The Group develops and expands its Experiences and Mobility lines by partnering with Robert Parker Wine Advocate
and the Fooding guide, acquiring a 40% stake in each.

Michelin improves its access to the North American market by joining with Sumitomo Corporation of Americas to create
ajointventure, TBC, the region’s largest Passenger car and Light truck tire wholesaler.

The Group expands its range of mining solutions and steps up growth in high-tech materials by acquiring Fenner PLC,
a specialty manufacturer of conveyor belts and reinforced polymer products.

Michelin strengthens its Specialty Businesses with the acquisition of Camso, a global leader in off-the-road mobility
(farming, materials handling and construction industries).
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1.6 FACILITIES

Property, plant and equipment are described in note 14 to the consolidated financial statements.

1.6.1 121 PRODUCTION FACILITIES IN 25 COUNTRIES

1.6.1 a) 54 tire production facilities in 17 countries
/ Europe
Maximum available capacity
Country Location Products (at December 31, 2018) (in tonnes/year)
France Avallon Truck tires* 415 20,050
Bourges Aircraft tires 581 4,900
Cataroux®? Passenger car — Light truck tires 1,860 9,300
Cholet Passenger car — Light truck tires 1,289 59,600
Gravanches® Passenger car — Light truck tires 703 21,700
La Roche-sur-Yon Truck tires 647 65,500
Le Puy-en-Velay Earthmover tires 632 45,000
Montceau-les-Mines Earthmover tires 1,074 28,000
Roanne Passenger car — Light truck tires 815 27,000
Troyes Agricultural tires 832 54,400
Germany Bad-Kreuznach Passenger car — Light truck tires 1,289 86,000
Bamberg Passenger car — Light truck tires 776 73,600
Homburg Truck tires 1,280 71,400
Karlsruhe Truck tires 593 53,200
Spain Aranda Truck tires 1,258 158,300
Lasarte Two-wheel tires 488 15,100
Passenger car — Light truck tires—
Valladolid Truck tires* — Agricultural tires 1,624 102,000
Passenger car — Light truck tires
Vitoria — Earthmover tires 3,221 210,400
ltaly Alessandria Truck tires 856 91,000
Cuneo Passenger car — Light truck tires 2,131 134,900
United Kingdom  Dundee Passenger car — Light truck tires 740 49,000
Stoke on Trent Truck tires* 338 5,000
Hungary Nyiregyhaza Passenger car — Light truck tires 1,046 31,000
Passenger car — Light truck tires—
Poland Olsztyn Truck tires — Agricultural tires 4,608 203,000
Romania Victoria Passenger car — Light truck tires 1,403 46,000
Zalau Truck tires 1,395 50,000
Passenger car -
Serbia Pirot Light truck tires — Two-wheel tires 3,408 129,000
Passenger car -
Russia Davydovo Light truck tires — Truck tires* 727 18,300

(1) Full-time equivalent.
(2) Plant located in Clermont-Ferrand.
*  Retread operations only.
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/ North America

Number of employees”
(at December 31, 2018)

MICHELIN AT A GLANCE

Facilities

Maximum available capacity

Country Location Products (in tonnes/year)
United States Ardmore Passenger car — Light truck tires 1,678 134,300
Asheboro Truck tires®? 184 30,600
Columbia- Passenger car — Light truck tires —
Lexington-Anderson Earthmover tires 3,164 288,200
Covington Truck tires* 144 30,700
Dothan Passenger car — Light truck tires 524 55,000
Fort Wayne Passenger car — Light truck tires 1,558 146,000
Greenville 1 Passenger car — Light truck tires 1,035 121,500
Greenville 2 Passenger car — Light truck tires 568 29,000
Norwood Aircraft tires 459 5,900
Spartanburg Truck tires 1,099 117,000
Tuscaloosa Passenger car — Light truck tires 1,326 92,100
Canada Bridgewater Passenger car — Light truck tires 1,148 60,000
Pictou Passenger car — Light truck tires 651 9,000
Waterville Truck tires 1,281 137,500
Mexico Queretaro Passenger car — Light truck tires 375 19,000
Leon Passenger car — Light truck tires 462 0

(1) Full-time equivalent.
(2) Retread operations only.
*Truck tires.

/ South America

Country Location

Products

Number of employees”
(at December 31, 2018)

Maximum available capacity

Brazil Campo Grande
Resende — Itatiaia

Sao Paulo — Guarulhos
Manaus

Truck tires — Earthmover tires —
Agricultural tires

Passenger car — Light truck tires
—Truck tires®

Two-wheel tires
Two-wheel tires

(in tonnes/year)

2,828 155,000
1,237 50,000
914 29,000
681 25,000

(1) Full-time equivalent.
(2) Retread operations only.

/ Asia (excluding India)

Number of employees™
(at December 31, 2018)

Maximum available capacity

Country Location Products (in tonnes/year)
China Shenyang 1 and 2 Passenger car — Light truck tires 2,994 182,800

—Truck tires
Shanghai Passenger car — Light truck tires 1,993 83,000
Thailand Laem Chabang Passenger car — Light truck tires 1,937 104,500
Nongkae Truck tires — Aircraft tires 1799 70,600
Phrapadaeng Passenger car — Light truck tires 1370 53,600

—Truck tires — Two-wheel tires

(1) Full-time equivalent.
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/ Africa/India/Middle East

Country Location

Number of employees®”
Products (at December 31, 2018)

Maximum available capacity
(in tonnes/year)

India Chennai

Truck tires

947 28,000

(1) Full-time equivalent.

Most of the above plants also manufacture components and/or semi-finished products.

1.6.1b) 14 dedicated semi-finished product and component plants in seven countries
Country Location Products (at December 31, 2018)
France Bassens Synthetic rubber 399
Combaude® Molds 519
Golbey Metal cables 511
Tours Membranes 225
Vannes Metal cables 395
Germany Trier Metal cables 94
Italy Turin Compounds 309
Romania Zalau Metal cables 626
United States Anderson Metal cables 283
Louisville Synthetic rubber 348
China Shanghai Metal cables 208
Indonesia Cilegon Synthetic rubber 202
Thailand Rayong Metal cables 527
Hat Yai Compounds 321

(1) Full-time equivalent.
(2) Plant located in Clermont-Ferrand.

The above list does not include:
» the natural rubber production units;

» the franchised RECAMIC and Michelin Retread Technologies
(MRT) retreading plants.

In May 2018, Michelin acquired Fenner PLC, a global manufacturer

of heavy conveyor belt solutions with Engineered Conveyor Solutions

(ECS) and of high-technology reinforced polymer products with

1.6.2 OTHER MATERIAL PROPERTY ASSETS

Advanced Engineered Products (AEP). Each of these divisions has its
own plants, totaling 15 for conveyor belts and 22 for high-technology
reinforced polymer products, which are sold in niche markets.

In December 2018, Michelin acquired Camso, a global leader in
off-the-road mobility that serves customers in the farming, materials
handling and construction industries. It added 17 facilities to the
consolidated production base, including seven in Sri Lanka.

1.6.2a) Headquarters — Offices — Research centers

Country Location Products

France Carmes® Headquarters
Ladoux® Research center

Japan Ota Research center

Spain Almeria Testing plant

United States Greenville—HNA

Greenville— MARC

Offices

Research center

(1) Facilities located in Clermont-Ferrand.

1.6.2b) Other material property asset costs

Please refer to note 14 to the consolidated financial statements.
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1.7 RISK FACTORS

In today’s constantly evolving economic, competitive and technological
environment, anticipating and managing risks are central to the
success of Michelin’s corporate strategy. Its geographic reach
and leadership position in the global tire market, as well as the
diversity of its business activities, mean that the Group is exposed
to a variety of risks, both endogenous and exogenous. Strategic,
financial, industrial, commercial, environmental and people-related
risks have been clearly identified and are being managed in ways
that minimize their occurrence and impact.

For Michelin, a risk corresponds to the possibility of an event occurring
whose consequences could impact its objectives, particularly as
concerns its financial position and reputation.

To ensure that risks are rigorously managed, a global risk management
process is in place that complies with the most exacting international
professional standards such as ISO 31000, COSO and the reference
framework of the French securities regulator, the AMF. This process
is continuously updated to reflect the latest regulatory changes and
risk management best practices.

As part of its risk mapping procedure, Michelin has reviewed the risks
that could have a material adverse effect on its operations, financial
position or earnings. The Group does not currently consider that it is
exposed to any significant risks other than those presented herein.
However, it is possible that other risks not described below or which
have not been identified to date could also have a negative impact
on its earnings, objectives, reputation or share price.

As part of this global process, certain procedures are in place to
manage cross-functional risks. Two of these are described below
as examples.

Insurance coverage

Some risks can be transferred to insurance companies in line with the
Group's insurance strategy, with different solutions used depending
on the frequency of the risks concerned.

/ High-frequency risks

To cover high-frequency risks, integrated global insurance programs
have been arranged, to the extent possible, in the insurance and
reinsurance markets. These mainly concern property & casualty/
business interruption, liability, accidental pollution and cyber risk
insurance:

» the property & casualty/business interruption insurance program
provides combined total coverage of €1.5 billion, except for
natural disasters, for which the coverage limit may be lower
depending on the country;

» the liability insurance program comprises three key coverage areas:

e product liability for the manufacturing companies,
e service liability for the marketing and services companies,

MICHELIN AT A GLANCE
Risk Factors

¢ general business liability, offering direct coverage in European
Union countries and countries where the Group operates
manufacturing facilities, and umbrella coverage in excess of
local cover in all other countries;

» a “pollution” program provides environmental liability coverage;

» a “cyber risk” insurance program covers damages (including
additional operating costs) as well as damages to third parties,
with a combined limit of €200 million per year.

These programs apply to all Group companies, including Fenner
and Camso as from their acquisition date.

/ Medium-frequency risks

To reduce costs by pooling medium-frequency risks, the Group has
set up a captive insurance and reinsurance company to provide
coverage primarily in the following areas with limits commensurate
with its resources:

» property & casualty risks, with a €50 million limit per claim;

» product liability in the United States and Canada, with limits of
US$20 million per claim and US$40 million per year;

» product recall expenses, with limits of US$25 million per claim
and US$50 million per year;

» cyber security risks, with a €5 million limit per claim and per year.

At constant scope of consolidation (excluding acquisitions) and
including premiums paid to the captive insurance and reinsurance
company, aggregate premiums amounted to €59.5 million in
2018, a decline of €5 million from 2017 despite notable coverage
improvements and, in particular, a higher limit for cyber risks.

Crisis management
A second cross-functional process concerns crisis management.

Given its size, the nature of its manufacturing and commercial
activities and its environmental and social responsibility, Michelin
is exposed in the course of its operations to the risk of crises that
could affect its business and, potentially, its reputation. To foresee,
anticipate and effectively respond to any such events, the Group
has set up a crisis management system, which is overseen by the
Group Audit and Risk Management Department. The system’s
underlying processes are regularly updated to ensure maximum
effectiveness and responsiveness. It is deployed among the various
management and other teams through appropriate simulation
exercises and training seminars.

For more information about risk factors, please refer to section 2.9
below.
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1.8 GOVERNANCE

Tire manufacturing is a capital-intensive industry in which the pace

of technological innovation is relatively slow. It is therefore essential

to be able to devise long-term plans and follow them through.

Throughout its history, Compagnie Générale des Etablissements

Michelin (CGEM), the Group’s parent company, has been organized

as a partnership limited by shares (S.C.A.).

This partnership model offers three main advantages:

» it aligns Group management decisions with shareholder interests;

» it guarantees clear segregation of management and supervisory
powers;

» it fosters direct ties with each shareholder, as all shares must be
registered.

There are two partner categories:

The limited partners or shareholders, who provide capital, elect the

members of the Supervisory Board and the Managers and approve

the financial statements presented by Management.

Their liability is limited to the amount of their investment. The fact
that all of their shares are registered enables the Group to address
their expectations more effectively. They receive a return on their
investment in the form of a dividend.

The General Partners, who have unlimited personal liability for the
Company'’s debts.

Since May 18, 2018, Michelin has had three General Partners:
Jean-Dominique Senard, Managing Chairman, who was re-elected
for a four-year term on October 31, 2014, Florent Menegausx,
elected at the Annual Shareholders Meeting of May 18, 2018, and
Société Auxiliaire de Gestion (SAGES), which is a non-managing
General Partner.

In addition, at the May 18, 2018 Annual Meeting, shareholders
also elected Yves Chapot as Manager.

For more information, please refer to section 4 below.

1.8.1 MANAGEMENT BODIES: THE MANAGING CHAIRMAN

AND THE GROUP EXECUTIVE COMMITTEE

Assisted by a 12-member Executive Committee, the Managing
Chairman is responsible for managing and leading the Company.
His core responsibilities are to:

» define and implement the Group’s strategy;
» lead the Group's business;

» establish internal control and risk management procedures and
oversee their implementation;

» approve the separate and consolidated financial statements;
» define financial information policies;
» prepare the various reports to shareholders.

These responsibilities are exercised under the oversight of the
Supervisory Board.

The Group's governance was amended at the end of first-quarter
2019, with the goal of shortening and quickening decision-making
processes, broadening the representation of the Business Lines
and Regions, and improving the efficiency and agility of the entire
organization.

The new governance structure will comprise three executive bodies
with clarified, complementary responsibilities:

» the Group Executive Committee;

» a new body, the Group Management Committee;

» the Strategic Operations Group;

The Group Executive Committee focuses on strategic issues and
decisions, such as corporate transformations (particularly the
digital transition), the business model, acquisitions, performance
management, brand strategy and sustainable growth.
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It will continue to be chaired by Jean-Dominique Senard from March 28
to May 17, 2019, when shareholders at the Annual Meeting will
be asked to elect Florent Menegaux as Managing Chairman. In
addition to his duties as Manager, Yves Chapot will serve as Chief
Administrative and Financial Officer effective July 31, 2019.

The Group Management Committee is a new body that will
cross-functionally manage transformations, competitiveness,
diversity and the integration of acquisitions. It will also manage the
development of the Corporate Business Services (CBS) Department
and the internal control, quality and risk management processes,
as well as supporting the development of senior high potential
employees. With the functions represented on the Group Executive
Committee, the Group Management Committee forms a panel of
Business Lines and Regions to ensure that its decisions are widely
embraced across the organization. It comprises the following units:
» Strategy (reporting to the Managing Chairman and Managing

General Partner);

» Purchasing;
» CBS;

» Finance (reporting to the Chief Administrative and Financial
Officer, Manager);

» Legal;

» Quality, Audit, Internal Control and Risk Management;
» Supply Chain;

» Information Systems,

as well as the North America and China Regions.



1.8.2 SUPERVISORY BODY: THE SUPERVISORY BOARD

The Supervisory Board exercises permanent oversight of the Company’s
management and assesses its quality on behalf of the shareholders,
presenting a report thereon at each Annual Shareholders Meeting.

Its oversight procedures include:

» reviewing the separate and consolidated financial statements
approved by the Managing Chairman;

» assessing the quality of the Group’s financial information;

» assessing the Group’s internal control and risk management systems;
» reviewing strategic roadmaps and their implementation;

» ensuring that shareholders’ rights are respected.

The Supervisory Board is regularly informed about the Group’s
strategy and outlook.
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In addition, pursuant to the Board’s internal rules, the Managing
Chairman must submit to the Board details of any planned capital
projects, proposed new commitments to dispose of assets or possible
business acquisitions representing material amounts before any
final decision is made.

Lastly, in application of the bylaws, the Board's internal rules and the
internal rules of the Compensation and Appointments Committee,
the Supervisory Board must express an opinion on or approve
(depending on the case) all decisions concerning the Managers
(election, re-election and removal from office of a Managing General
Partner or the Managing Chairman) and the determination of the
compensation packages for Managing General Partners and the
Managing Chairman.
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REPORT OF THE MANAGERS
Tire Markets

2.1 TIRE MARKETS

2.1.1 A GLOBAL MARKET WORTH SOME $170 BILLION®™ IN 2017

The global tire market totaled $170 billion in 2017%, with light-vehicle
tires accounting for around 60% of sales and truck tires 30%@. By
volume, it represented more than 1.5 billion car and light truck tires
and a little more than 225 million truck and bus tires®. In all, three
out of four tires were sold in the replacement market.

Over the 2017-2023 period, Michelin expects new tire demand
to grow by an average of 2.5% a year in the Passenger car and
Light truck segment and by an average 1.5% a year in the new
Truck tire segment. Over the same period, the mining tire market
is forecast to expand by an average 5% a year and the agricultural
tire market by 1%.

Longer term, tire demand is likely to expand by 1-2% a year in
mature markets and by 5-10% a year in the new markets.

New standards for tires

Tire performance ratings displayed on standardized labels have been
mandatory across the European Union since November 2012, with
stricter standards introduced in November 2016 and upgraded in
November 2018. Similar legislation has been in effect in South Korea
since 2012 (labeling) and 2013 (thresholds) for Passenger car tires
and since 2014 for Light truck tires, while the standardized labeling
introduced in Japan in 2010 is being extended to other parameters,
such as rolling noise. Legislation introducing minimum performance
standards for rolling resistance and wet traction was passed in the
United States in December 2015 and will probably be implemented
in 2019, and a new labeling system to help consumers is scheduled
for launch in 2019. Regulated tire labeling systems are also under
consideration in China and Brazil.

These trends are favorable to low rolling resistance tires, where
Michelin sets the market standard. Original equipment sales of these
tires are expected to increase by around 200 million units between
2010 and 2020 to a total of nearly 500 million units a year®?.

2.1.2 TIRE MARKETS IN 2018

THE GLOBAL TIRE MARKET BY MANUFACTURER
IN 2017

36.0% ) . 14.5%
Other tiremakers® Bridgestone
14.0%

Michelin

27.0% 8.5%
Mid-sized tiremakers” Goodyear

Source: 2017 sales in US dollars, published in Tire Business, August 2018.

(1) Tiremakers with a 2-7% market share according to the Tire Business ranking.

2) Tire/?fpakers with less than a 2% market share according to the Tire Business
ranking.

THE GLOBAL TIRE MARKET BY MANUFACTURER
IN 2016

34.1% 14.6%
Other tiremakers® Bridgestone
14.0%

Michelin

28.2% 9.0%
Mid-sized tiremakers™® Goodyear

Source: 2016 sales in US dollars, published in Tire Business, August 2017.

(1) Tiremakers with a 2-7% market share according to the Tire Business ranking.

(2) Tiremakers with less than a 2% market share according to the Tire Business
ranking.

Tire markets had a mixed year in 2018.

In the Passenger car and Light truck segment, original equipment
sales were impacted by the steep decline in the European and
Chinese markets, even as demand in North America showed signs
of an upturn in the second half. The replacement market rose in
North America and Europe, but fell back sharply in China, especially
in the second half.

In Truck tires, while the North American market remained very
buoyant throughout the year, in both the original equipment
and replacement segments, new tire demand in China dropped
sharply in an uncertain economic environment. In Europe, market
growth was led by OE demand, while replacement segments were
relatively stable.

(1) Source: Tire Business, August 2018.
(2) Michelin estimates.
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In the Specialty Businesses, the mining, construction, two-wheel
and aircraft tire markets remained on a robust growth trend, while
demand for agricultural tires slowed.

Methodological note: Tire market estimates reflect sell-in data published
by local tiremaker associations, plus Michelin’s own estimates of
sales by tire manufacturers that do not belong to any association.
These estimates are based primarily on import-export statistics and
are expressed in the number of tires sold. They are regularly adjusted
and may be updated following their initial publication.



2.1.3 PASSENGER CAR AND LIGHT TRUCK TIRE MARKETS IN 2018
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In 2018, the global original equipment and replacement Passenger car and Light truck tire market was stable (down 0%) in number of

tires sold.

THE GLOBAL PASSENGER CAR AND LIGHT TRUCK TIRE MARKET, 2018 VS. 2017

Original Equipment
W Replacement

+2%

+3%

+4%

+
+1% I

-1%
-2%
Europe North
(incl. Russia America

and Turkey)

Michelin estimates.

2.1.3 a) Original equipment

Central
America

39 +4%
(]
o
. +0% +1%
2% -2%
-4%
-8%
South Asia Africa, India Total
America (excl. India) Middle-East

Worldwide unit sales of original equipment tires declined by 2% in 2018, as a 1% gain in the first half was wiped out by a 5% decline in
the second, caused by the slowdown in Chinese demand and the introduction of WLTP standards in Europe.

Passenger car and Light

truck tire markets Second Fourth Third Second First
Original equipment half quarter quarter  First half quarter quarter
(in millions of tires) 2017 2018/2017 2018/2017 2018/2017 2018/2017 2018/2017 2018/2017 2018/2017
Europe® 1025 104.4 2% -6% 7% -4% +2% +5% -1%
North America® 63.3 64.2 -1% +2% +4% +1% -5% -5% -4%
Central America 19.3 19.0 +1% -1% 2% -0% +3% +5% +1%
South America 17.0 16.5 +3% -3% -8% +3% +10% +10% +11%
Asia (excluding India) 207.6 215.4 -4% -8% -10% -6% +1% +5% -3%
Africa/India/Middle East 37.1 35.8 +4% -4% -10% +3% +11% +13% +10%
TOTAL 446.8 455.3 -2% -5% -7% -3% +2% +4% -1%

(1) Including Russia and Turkey.
(2) United States and Canada.
Michelin estimates.
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In Europe, demand declined by 2% overall during the year, The North American market ended the year down 1%. After a
reflecting the combined impact of (i) a 2% contraction in Western declining by 5% in the first half in the wake of the contraction that
Europe, pulled down by the drop in automobile markets following began in second-half 2017, demand turned upwards in the second
implementation of the WLTP standards on September 1, with OE six months for a 2% gain, lifted by strong growth in automobile
demand down 6% in the second half; and (i) a robust 7% increase output off of favorable comparatives.

in Eastern Europe.

THE OE PASSENGER CAR AND LIGHT TRUCK THE OE PASSENGER CAR AND LIGHT TRUCK
MARKET IN EUROPE MARKET IN NORTH AMERICA
(in millions of tires — moving 12 months — excluding Russia) (in millions of tires — moving 12 months)
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Demand in Asia (excluding India) tumbled 4% overall in 2018, as the slight 1% gain in the first half was erased by the sudden drop-off late
in the year, which resulted in an 8% decrease for the second half. The decline was primarily caused by the downturn in the Chinese market,
which swung from a 3% gain in the first six months to a 13% plunge starting in July, due to the highly uncertain economic environment
created by the trade war with the United States. In the rest of the Asian market, demand was down 1% for the year.

In Central America, OE demand rose by 1% over the year, with brisk growth in the first half and a slowdown in the second.

The South American market rose 3% overall, with an 11% gain in the first half followed by a 5% decline in the second, dragged down
by the crisis in Argentina and the uncertain political environment in Brazil.

In the Africa/India/Middle East region, the market rose by 4% overall, led by growth in India in the first half.

2.1.3b) Replacement

The worldwide replacement tire market rose by 1% over the year, primarily due to gains in the mature markets on the back of an upturnin
North America, even as demand cooled slightly in Europe over the second half. In the emerging markets, the end of the year was severely
impacted by the 6% drop in Chinese demand in the second half, dragged down by the uncertain economic environment created by the
US-China trade war. The size mix is continuing to improve in every geography.

Passenger car and Light

truck tire markets Second Fourth Third Second First
Replacement half quarter quarter  First half quarter quarter
(in millions of tires) 2017 2018/2017 2018/2017 2018/2017 2018/2017 2018/2017 2018/2017 2018/2017
Europe® 371.0 362.9 +2% +1% +3% -1% +3% +6% +2%
North America® 2731 265.1 +3% +4% +4% +5% +2% +4% -1%
Central America 39.3 37.8 +4% +7% +7% +7% +1% +8% -5%
South America 64.7 70.3 -8% -13% -13% -12% -3% -6% +0%
Asia (excluding India) 276.2 280.6 -2% 2% +1% -5% -1% -1% -2%
Africa/India/Middle East 108.7 108.2 +0% +3% +7% -1% -2% +1% -6%
TOTAL 1,132.9 1,124.9 +1% +1% +2% -1% +1% +3% -1%

(1) Including Russia and Turkey.
(2) United States and Canada.
Michelin estimates.
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The European market grew by 2% overall in 2018, as demand rose
by a vigorous 11% in Eastern Europe but only by 1% in Western
Europe. The robust growth observed in France and Italy (up 5%),
Poland and the Nordic countries (up 4%) and Spain (up 3%) was

REPORT OF THE MANAGERS
Tire Markets

amply offset by the impact of Brexit on the UK market (down 5%)
and by the crisis in Turkey (down 9%). Sales of all-season tires
remained firm throughout the year, acting as the primary driver of
market growth in Europe.

The following table shows the change in demand by major country, with growth varying in the non-euro geographies depending on export

sales.

Passenger car and Light truck tires - Replacement

Change vs. 2017

WESTERN EUROPE +1%
» France +5%
» Spain +3%
> Italy +5%
» United Kingdom -5%
» Germany +1%
» Poland +4%
» Turkey -9%
EASTERN EUROPE +11%
» Russia +12%

THE REPLACEMENT PASSENGER CAR AND LIGHT
TRUCK TIRE MARKET IN EUROPE

(in millions of tires — moving 12 months — excluding Russia)

THE REPLACEMENT PASSENGER CAR AND LIGHT
TRUCK TIRE MARKET IN NORTH AMERICA

(in millions of tires — moving 12 months)
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In a favorable economic environment, demand in North America rose by 3% overall, with an acceleration in the second half (to 4% from
2% in the first) fueled by a surge in Chinese tire imports ahead of the introduction of additional import duties.

In Asia (excluding India), demand ended the year down 2% overall. After remaining relatively flat in the first half (down 1%), the market
weakened, losing 2% in the second half as the 6% contraction in China was partially offset by a 2% increase in the rest of the region, led
by Japan (up 2%) and South Korea (up 3%).

The Central American market rose by 4% over the year, with Mexico driving a much faster performance in the second half (up 7%).

In South America, demand fell 8% over the year with a steep 13% plunge in the second half, reflecting the impact of the recession in
Argentina (down 18%) and the political and economic instability in Brazil (down 15%).

In the Africa/India/Middle East region, demand was stable for the year, with a 3% upturn in the second half following on from a 2%
decline in the first. The robust 6% growth in the Indian market was offset by a contraction in the Middle East and Africa, due to political
instability in certain countries and weakness in the oil-price dependent economies.
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2.1.4 TRUCK TIRE MARKETS IN 2018

The number of new Truck tires sold worldwide declined by 1% in 2018. After gaining 2% in the first half, led by demand in North America,
the market fell back 3% in the second six months, reflecting strong headwinds from the 12% drop in Chinese demand off of very high
comparatives in an uncertain economic environment.

THE GLOBAL TRUCK TIRE MARKET, 2018 VS. 2017

Original Equipment

B Replacement +54%
+19%
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o +7% o +
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ey 1%
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and Turkey)

Michelin estimates - new tire market only.

2.1.4a) Original equipment
The global original equipment Truck tire market, as measured by the number of new tires sold, grew by 1% in 2018. The 6% growth
observed in the first half was partially offset by the 4% drop in the second following notably the collapse in Chinese demand.

Second Fourth Third Second First
half quarter quarter  First half quarter quarter

Truck tire markets
Original equipment

(in millions of tires) 2017 2018/2017 2018/2017 2018/2017 2018/2017 2018/2017 2018/2017 2018/2017
Europe® 7.0 +3% +1% -1% +3% +6% +4% +8%
North America® 5.7 +19% +22% +28% +17% +16% +13% +20%
Central America 0.2 -8% +7% +16% +0% -21% -23% -19%
South America 1.5 1.0 +54% +42% +31% +53% +70% +59% +85%
Asia (excluding India) 27.0 28.8 -6% -14% -4% -23% +1% +3% 1%
Africa/India/Middle East 5.7 5.2 +10% +9% +10% +8% +12% +4% +17%
TOTAL 48.4 47.9 +1% -4% +3% -10% +6% +5% +6%

(1) Including Russia and Turkey.
(2) United States and Canada.
Michelin estimates.

38 MICHELIN - 2018 REGISTRATION DOCUMENT



In Europe, the original equipment market rose by 3% over the year.
After a strong 6% showing in the first half, led by demand in Germany
(up 3%), Poland (up 24%) and Turkey (up 41%), growth slowed
significantly to just 1% in the second half due to the downturn in
Turkey and Poland. Demand was stable in Eastern Europe.

REPORT OF THE MANAGERS
Tire Markets

In a highly favorable economic environment, the North American
market delivered very strong growth throughout the year, for a
19% gain overall.

THE OE TRUCK TIRE MARKET IN NORTH AMERICA

(in millions of new tires — moving 12 months)

THE OE TRUCK TIRE MARKET IN EUROPE

(in millions of new tires — moving 12 months — excluding Russia) !
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Demand in Asia (excluding India) contracted by 6% in 2018, with the Chinese market plunging 18% in the second half alone due to an
unfavorable basis of comparison and the highly uncertain economic environment created by the trade war with the United States. Demand
in the rest of the region was shaped by the 3% decline in Japan, which was partially offset by vibrant growth in the Indonesian market.

In South America, the market maintained the rebound that began in 2017, soaring 54% on the back of strong demand in Brazil.

The Africa/India/Middle East market rose by 10% over the year, reflecting the 15% gain in Indian demand off of favorable comparatives
and a buoyant economic environment.

2.1.4b) Replacement

The global replacement market eased back 2% in 2018, with fast growth in the Americas and a sharp decline in Asia caused primarily
by the collapse in Chinese demand in the second half.

Truck tire markets Second Fourth Third Second First
Replacement half quarter quarter  First half quarter quarter
(in millions of tires) 2017 2018/2017 2018/2017 2018/2017 2018/2017 2018/2017 2018/2017 2018/2017
Europe® 24.2 24.2 +0% 2% 1% 3% +2% +3% +1%
North America® 23.2 21.6 +7% +9% +5% +12% +6% +8% +4%
Central America 6.0 5.8 +4% +5% +6% +4% +2% +4% +1%
South America 12.6 12.3 +2% -1% -4% +2% +5% +4% +6%
Asia (excluding India) 80.5 84.9 -5% -8% -8% 7% 2% +1% -4%
Africa/India/Middle East 30.6 31.0 -1% -1% -0% 2% -1% 2% -1%
TOTAL 1771 179.8 -2% -3% -4% -2% +0% +2% -1%

(1) Including Russia and Turkey.
(2) United States and Canada.
Michelin estimates.
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The European market was stable over the year. After a 2% gain
in the first half led by a 9% increase in Eastern Europe, demand
retreated by 2% in the second half due to the steep fall-off in
Turkey and Poland. Demand remained robust in Eastern Europe,
rising 4% over the year.

THE REPLACEMENT TRUCK TIRE MARKET
IN EUROPE

(in millions of new tires — moving 12 months — excluding Russia)
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Demand in North America rose by 7% overall, lifted by the robust
US economy and an increase in Chinese tire imports late in the
year ahead of the possible introduction of new import duties. The
Canadian market cooled by a slight 1% over the year.

THE REPLACEMENT TRUCK TIRE MARKET
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Replacement tire markets in Asia (excluding India) retreated by 5% in 2018. After declining by 2% in the first half, demand dropped
another 8% in the second, primarily due to the collapse in the Chinese market caused by unfavorable comparatives and the uncertain
economic environment created by the trade war with the United States.

Demand in Central America ended the year up a very strong 12% overall, despite modest 1% growth in the Mexican market.

The South American market rose 2% overall, with a 5% gain in the first half led by Brazil (up 8%) and Argentina, followed by a 1%
decline in the second half, reflecting the slowdown to 3% growth in Brazil and the collapse of the Argentine market.

In the Africa/India/Middle East region, new tire demand edged back 1%, with (i) flat growth overall in India, where radial tire sales
advanced 12%; and (ii) a 1% decline in the Middle East and African markets, where the political and economic environment remains unstable.

2.1.5 SPECIALTY TIRE MARKETS IN 2018

Mining tires: the Mining tire market is still enjoying robust growth
in demand from international mining companies, oil companies
and regional mines.

Agricultural and Construction tires: in the Agricultural segment,
growth in the OE markets was mixed, while replacement demand
was stable, impacted in Europe by a sharp upturn in Asian imports.

In Construction, demand continued to trend upwards in both the
OE and replacement segments.
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Two-wheel tires: motorcycle markets experienced fast growth
in both Europe and North America. Demand in the commuting
segment remains very strong in the new markets.

Aircraft tires: led by the increase in passenger traffic, the commercial
aircraft tire market is continuing to expand, with more pronounced
gains in the radial segment.



2.2 SALES

2.2.1 ANALYSIS OF SALES
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Sales stood at €22,028 million for the year, up a slight 0.3%
from €21,960 million in 2017 due to the combined impact of the
following factors:

» a €195 million increase from 0.9% growth in volumes in an
extremely mixed market environment, reflecting the robust
strength derived from the Group’s diversified business portfolio.
The Specialty businesses in particular delivered vibrant growth
for the year;

> a €444 million or 2.0% increase from the price-mix effect,
primarily stemming from the €255 million or 1.1% improvement
in prices, which in turn reflected (i) in the replacement segment,
disciplined price management at a time of rising supply chain
and raw materials costs and highly volatile exchange rates; and
(ii) in the indexed businesses, contractual adjustments following
the application of raw materials indexation clauses. The mix
effect added €189 million to sales, or 0.9% to growth, thanks
to (i) the highly positive Passenger car and Light truck product
mix, primarily led by 10% growth in volumes in the premium
MICHELIN brand 18-inch and larger segment; (i) the favorable
impact of growth in the mining tire business; and (iii) to a lesser
extent, the contraction in OE Passenger car and Light truck tire
sales in a steeply declining market environment;

Price-mix

+3.4%
+2.7%

+1.6% +1.2%
+0.5°/. - +0.3% I

-0.3%
-1.6% +1.5%

-3.8%
-5.6%

-1.7%

Currency Perimeter

» a €838 million or 3.8% decrease from the currency effect, which
primarily reflected the euro’s sharp appreciation against the US
dollar in the first half of the year, followed by the significant
depreciation against the euro of emerging market currencies
(mainly the Turkish lira and Argentine peso);

» a €267 million or 1.2% increase from changes in the scope of
consolidation, mainly corresponding to the first-time consolidation
of Fenner PLC, a world leader in heavy conveyor belts and high-
technology reinforced polymer products; and, to a lesser extent,
of NexTraq and Lehigh Technologies. These positive impacts were
partially offset by the deconsolidation of the North American
tire wholesaling chain TCi following its transfer to the TBC joint
venture created in January 2018 with Sumitomo Corporation
of Americas.

Note that sales of tire-related services and solutions totaled
€1,258 million in 2018, versus €1,112 million in 2017.
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Second Fourth Third First Second First
(in € millions and %) half2018 quarter2018 quarter2018 half2018 quarter2018 quarter2018
SALES 22,028 11,425 5,811 5,615 10,603 5,385 5,218
Change, year-on-year +68 +525 +246 +280 -456 -107 -349
Volumes +195 +181 +28 +153 +14 +141 -127
Price-mix +444 +114 +85 +29 +331 +141 +190
Currency effect -838 -103 -19 -84 -735 -305 -430
Scope of consolidation +267 +334 +152 +182 -66 -84 +18
Change, year-on-year +0.3% +4.8% +4.4% +5.2% -4.1% -2.0% -6.3%
Volumes +0.9% +1.7% +0.5% +2.9% -0.1% +2.6% -2.3%
Price-mix +2.0% +1.1% +1.6% +0.5% +3.0% +2.6% +3.4%
Currency effect -3.8% -0.9% -0.3% -1.6% -6.6% -5.6% -7.7%
Scope of consolidation +1.2% +3.1% +2.7% +3.4% -0.6% -1.5% +0.3%
2.2.2 SALES BY REPORTING SEGMENT
Second Fourth Third First Second First

(in € millions) half2018 quarter2018 quarter2018 half2018 quarter2018 quarter2018
GROUP 22,028 11,425 5,811 5,614 10,603 5,385 5,218
Automotive and related

distribution 11,340 5,734 3,009 2,725 5,607 2,835 2,772
Road transportation and

related distribution. 5,852 3,070 1,528 1,542 2,782 1,414 1,368
Specialty businesses and

related distribution® 4,836 2,622 1,275 1,347 2,214 1,136 1,078
Change, year-on-year +0.3% +4.8% +4.4% +5.2% -4.1% -2.0% -6.3%
Automotive and related

distribution -5.1% -3.5% -3.0% -41% -6.7% -4.0% -9.3%
Road transportation and

related distribution. -1.6% +1.7% +2.4% +1.0% -5.0% -1.7% -8.1%
Specialty businesses and

related distribution® +19.1% +35.2% +31.3% +39.2% +4.3% +3.3% +5.5%

(1) Specialty businesses: Earthmover, Agricultural, Two-wheel and Aircraft tires and related distribution; Fenner and High-Tech Materials, Michelin Lifestyle Ltd.

Automotive and related distribution —
Analysis of sales

Volumes in the Automotive and related distribution reporting
segment declined by 1% over the year. After retreating 2% in the
first half from high prior-year comparatives (lifted by the first-half
2017 buying surge ahead of significant price increases), volumes
returned to growth in the second half, despite the highly adverse
market impact of softening demand in the OE segment in Europe
and across the market in China. In addition, in line with its strategy
of preserving unit margin integrity, the Group focused on significant
price increases rather than higher volumes in certain countries in
Central and South America and in Turkey.

In Europe, OE sales were hurt by the decline in demand in the
second half. In the replacement segment, after a first half severely
impacted by a high basis of comparison (stemming from the surge
in buying in first-half 2017), sales rose sharply in the second six
months, enabling the Group to maintain its market share over the
full year. The product mix moved up in value, thanks to the success
of the MICHELIN CrossClimate +, MICHELIN Primacy 4 and MICHELIN
X-ICE North 4 lines and strong growth in the 18-inch and larger
segment. In Eastern Europe, where markets are experiencing fast
growth, Michelin improved its positions in every segment.

2.2.2 a)
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In North America, where market growth is being driven by sustained
import buying ahead of additional import duties, the MICHELIN
and BFGoodrich brands built on the success of their product ranges
to deliver higher sales and market share gains on their respective
segments. On the other hand, sales of the UNIROYAL brand fell
sharply due to its still incomplete product coverage, which is in the
process of being extended.

The decline in sales in South America reflected the Group’s priority
focus on maintaining margins and firm pricing in an extremely volatile
currency environment, particularly in the 18-inch and larger segment.

In Asia (excluding India), sales in China rose in a declining
original equipment market, illustrating the recognition of Michelin’s
technological leadership, in particular among local OEMs. In a
contracting replacement segment, the Group maintained its market
share with a significant improvement in the product mix. In Southeast
Asia, where markets were down slightly for the year, the Group
drove higher sales in both the OE and replacement segments by
enhancing the product offering and continuing to optimize the
dealership network.

In the Africa/India/Middle East region, the Group maintained
its market share in the expanding OE and replacement segments.



Michelin Experiences’ sales performance was shaped by strong
growth in B2B revenue, led by the monetization of Michelin
Guide launches, and by an increase in digital revenue thanks more
effective content monetization. The Print B2C business overcame an
unfavorable geographic mix to maintain its share of its persistently
difficult markets. The restaurant booking businesses, BookaTable
and Michelin Restaurant, reported relatively stable sales in the face
of increasing competition and an environment roiled by Brexit.
Lastly, in its commitment to offering every customer an outstanding
mobility experience, Michelin Experience is strategically focusing on
dining and travel services.

In all, sales in the Automotive and related distribution reporting
segment declined by 5.1% to €11,340 million, from €11,943 million
in 2017, primarily as a result of the adverse currency effect and the
deconsolidation of the TCi distribution network in North America.
The steady enhancement in the product mix, reflecting (i) the
sustained success of the MICHELIN lines, particularly the MICHELIN
Primacy 4, MICHELIN CrossClimate + and MICHELIN X Ice North
tires, and (ii) strong growth in the 18-inch and larger segment (up
10% in a market up 9%), as well as the disciplined pricing policy
pursued throughout the year, all helped to more than offset the
decline in volumes.

2.2.2b) Road transportation and related

distribution — Analysis of sales

Volumes in the Road transportation and related distribution reporting
segment rose by 1% in 2018. After a first half that suffered from
comparison with a strong prior-year period (due to the first-half
2017 surge in buying ahead of price increases), sales rebounded
as expected in the second half, with a 2.7% gain.

In Europe, the Group focused on preserving margins in the
expanding OE segment. Sales in the replacement segment rose in
the second half after suffering from a high basis of comparison in
the first, allowing Michelin to strengthen its positions, especially
in Western Europe. The recently launched BFGoodrich brand and
MICHELIN Agilis CrossClimate light truck tire maintained their strong
sales performance over the second half. In the final months of the
year, the low intermediate range benefited from the anti-dumping
measures introduced to counter Chinese imports.

In North America, where the market was shaped by a favorable
economic environment, strong growth in OE sales and an increase
in imports ahead of additional import duties on Chinese tires,
Group volumes suffered from a certain number of supply chain
issues and the UNIROYAL brand’s insufficient market coverage. The
development of fleet services continued apace.
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In the fast growing South American market, the Group successfully
strengthened its positions in both the OE and replacement segments,
while leading a disciplined pricing policy in a highly volatile currency
environment. The intermediate brands are enjoying sustained profitable
growth and Sascar’s telematics services remain highly popular.

In Asia (excluding India), sales in China declined, tracking the
steep fall in local OE and replacement demand. In Southeast Asia,
the Group maintained its positions in a flat replacement market
thanks to the MICHELIN brand’s excellent performance, but OE sales
were dampened by aggressive price competition.

In the Africa/India/Middle East region, positions were strengthened
in the original equipment segment, particularly in India following
a number of contract wins with local OEMs. In the replacement
segment, Michelin maintained its share of a softening market.

In all, sales in the Road transportation and related distribution
reporting segment amounted to €5,852 million, a 1.6% decline
from the €5,946 million reported in 2017. Excluding the currency
effect, sales rose for the year, lifted by growth in volumes and a
very favorable price-mix effect.

2.2.2¢) Specialty businesses -

Analysis of sales

Mining tires: Sales maintained their solid momentum, as the
unfavorable currency effect only partially offset the effects of strong
growth in volumes and the improvement in the price mix.

Agriculture and Construction tires: The currency effect absorbed
most of the impact of the increase in tonnages sold and the pricing
policy, holding sales to slight growth for the year.

Two-wheel tires: Excluding Levorin, sales eased back somewhat,
under the combined impact of the increase in tonnages sold,
strong growth in the Commuting segment and the unfavorable
currency effect.

The Group is continuing to integrate Levorin, which, as expected,
reported positive free cash flow for the year.

Aircraft tires: Sales ended the year up a slight 3%, as the currency
effect attenuated the robust growth in tonnages sold, which remained
strong for new tires and in the commercial segment.

In all, sales by the Specialty businesses reporting segment increased
by 19.1% year-on-year, to €4,836 million from €4,061 million in
2017. The increase corresponded to robust 8% growth in volumes,
which offset the highly unfavorable currency effect, thanks primarily
to sustained growth in Mining tire sales and fast-rising demand for
Aircraft and Construction tires. Segment sales were also lifted by
the price increases introduced during the year, which more than
offset the negative impact of price reductions following application
of raw materials indexation clauses.
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2.2.3 CHANGES IN EXCHANGE RATES FOR THE MAIN OPERATING CURRENCIES

At current exchange rates, consolidated sales rose by 0.3% in 2018, i.e., after an €838 million negative currency effect, primarily stemming
from the euro’s unfavorable movements against the US dollar, Brazilian real, Argentine peso, Turkish lira, Russian ruble and Mexican dollar.

Average exchange rate m 2017 Change
Euro/USD 1.182 1.129 +4.6%
Euro/CAD 1.530 1.465 +4.4%
Euro/MXN 22.703 21.307 +6.6%
Euro/BRL 4.283 3.601 +18.9%
Euro/GBP 0.884 0.877 +0.9%
Euro/JPY 130.477 126.630 +3.0%
Euro/CNY 7.803 7.631 +2.3%
Euro/THB 38.172 38.311 -0.4%
Euro/AUD 1.579 1.473 +7.2%
Euro/ZAR 15.521 15.021 +3.3%
Euro/ARS 30.732 18.624 +65.0%
Euro/TRY 5.525 4.114 +34.3%
Euro/RUB 73.749 65.879 +11.9%
Sales break down as follows by currency:
Currency % Currency %
AUD 2% MXN 1%
BRL 3% PLN 1%
CAD 3% RUB 1%
CLP 1% SEK 1%
CNY 6% THB 1%
EUR 34% TRY 1%
GBP 3% usD 35%
INR 1% ZAR 1%
JPY 1% Other 4%
TOTAL 100 %
2.2.4 SALES BY REGION
(in €millions) | 2018 | 2018/2017 Secondhalf2018  Firsthalf2018
GROUP 22,028 +0.3% 11,426 10,603
Europe 8,570 +3.1% 4,393 4,177
of which France 2,056 +3.6% 1,043 1,012
North America (incl. Mexico) 7,824 -2.9% 4,132 3,692
Other regions 5,634 +0.8% 2,901 2,734
(in €millions) 2017 % of total
GROUP 22,028 21,960
Europe 8,570 38.9% 8,315 37.9%
of which France 2,056 9.3% 1,984 9.0%
North America (incl. Mexico) 7,824 35.5% 8,055 36.7%
Other regions 5,634 25.6% 5,589 25.5%

Consolidated sales rose in every region except North America, due to highly unfavorable currency movements.
More than 60% of consolidated sales were generated outside Europe and more than 90% outside France.
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2.3 CONSOLIDATED INCOME STATEMENT REVIEW

Formerly known as operating income from recurring activities, segment operating income is the performance metric for the reporting
segments. It is stated before the amortization of brands and customer lists recognized on the acquisition of the corresponding companies,

which is included in other operating income and expenses.

2018 2017
(in € millions, except per-share data) 2018 2017 2018/2017 (as a % of sales) (as a % of sales)
Sales 22,028 21,960 +0.3%
Cost of sales (14,912) (14,815) +0.7% 67.7% 67.5%
Gross income 7116 7,145 -0.4% 32.3% 32.5%
Sales and marketing expenses (1,862) (1,861) +0.0% 8.5% 8.5%
Research and development expenses (648) (642) +1.0% 2.9% 2.9%
General and administrative expenses (1,826) (1,866) -2.1% 8.3% 8.5%
Other segment income and expenses (5) (35) -85.6% 0.0% 0.2%
Segment operating income 2,775 2,742 +1.2% 12.6% 12.5%
Other operating income/(loss) (225) (111) +102.9% 1.0% 0.5%
Operating income 2,550 2,631 -3.1% 11.6% 12.0%
Cost of net debt (200) (176) +14.2% 0.9% 0.8%
Other financial income and expenses 16 0 NM 0.1% 0.0%
Net interest on employee benefit obligations (90) (115) -21.9% 0.4% 0.5%
Share of profits and losses from associates
and joint ventures (46) 14 NM 0.2% 0.1%
Income before taxes 2,230 2,354 -5.3% 10.1% 10.7%
Income tax (570) (661) -13.8% 2.6% 3.0%
Netincome 1,660 1,693 -1.9% 7.5% 7.7%
» Attributable to shareholders of the Company 1,677 1,700 -1.4% 7.6% 7.7%
» Attributable to non-controlling interests (17) (7)
Per-share data (in €
» Basic 9.30 9.39 -1.0%
» Diluted 9.25 9.34 -1.0%
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2.3.1 ANALYSIS OF SEGMENT OPERATING INCOME

(in € millions)

+317

+444

2,742 +56  *37 -158

2017 Scope Volumes  Price-mix
operating

income"

materials

(1) Segment operating income.

Segment operating income amounted to €2,775 million or
12.6% of sales in the year ended December 31, 2018, versus
a reported €2,742 million and 12.5% in 2017. Other operating
income/(loss) represented a loss of €225 million in 2018, versus a
loss of €111 million in 2017. It primarily corresponded to the costs
of reorganizing Group operations, particularly the closure of the
production plant in Dundee, Scotland and the reorganization of
the UK dealership operations. Also recognized in this item were
the Fenner and Camso acquisition costs, the disposal gains on
North American tire wholesaling chain TCi following its transfer to
the TBC joint venture, and the amortization charge of brands and
customer list acquired with Fenner PLC.

The growth in segment operating income may be analyzed as follows:

» a €56 million increase from changes in the scope of consolidation,
with the positive contribution from Fenner PLC over seven months
only partially offset by the removal of TCi;

» a €57 million increase from the 0.9% growth in sales volumes;

> a €286 million net increase from changes in the price-mix and
raw materials costs. Changes in the price-mix added €444 million
to operating income for the year, of which €255 million from the
Group's ability to sustain most of the price increases introduced
in 2017 to offset higher raw materials costs, which continued to
rise in 2018 with a €158 million adverse impact;
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» €317 million in gains from the competitiveness plan, in line
with the implementation schedule. These included €83 million
in general cost savings, €47 million in materials cost savings and
€188 million in manufacturing and logistics productivity gains,
which offset the €317 million adverse impact of inflation on
production costs and overheads. The latter impact was around
€40 million higher than in 2017 due to one-time factors affecting
supply chain costs in North America and energy costs in Europe;

» a €40 million decrease from the corresponding increase in
depreciation and amortization charges;

» a €41 million decrease from the corresponding increase in start-up
costs, due primarily to the commissioning of the new Passenger
car and Light truck tire plant in Mexico and the synthetic rubber
plant in Indonesia, as well as the re-start of production at the
mining tire plant in Anderson, SC in the United States;

» a €14 million negative impact from other items;
» a €271 million decrease from the currency effect.

At constant exchange rates, segment operating income totaled
€3,046 million in 2018, a €304 million improvement on the
€2,742 million reported in 2017. In this way, Michelin has met
its target of generating segment operating income in an amount
exceeding the 2017 figure at constant exchange rates.



2.3.2 SEGMENT OPERATING INCOME
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(in€millions) | 2018 | 2017 Secondhalf2018  Firsthalf 2018
Automotive and related distribution
Sales 11,340 11,953 5,734 5,607
Segment operating income 1,314 1,465 669 646
Segment operating margin 11.6% 12.3% 1M1.7% 11.5%
Road transportation and related distribution
Sales 5,852 5,946 3,070 2,782
Segment operating income 513 483 318 195
Segment operating margin 8.8% 8.1% 10.3% 7.0%
Specialty businesses and related distribution
Sales 4,836 4,061 2,622 2,214
Segment operating income 948 794 462 486
Segment operating margin 19.6% 19.6% 17.6% 22.0%
Group
Sales 22,028 21,960 11,425 10,603
Segment operating income 2,775 2,742 1,448 1,327
Segment operating margin 12.6% 12.5% 12.7% 12.5%
23.2a) Segment operating margin
2017 (in € millions)
"o 2,742 154 2,775
19.6% 19.6% 30
(151)
12.3% 11.6% 12.5% 12.6%
8.1% 8.8% I
Automotive Road Speciality Group 2017 Automotive Road Specialty 2018
tansportation business transportation  business

» Automotive and related distribution (including Michelin Travel Partner, BookaTable).

» Road transportation and related distribution.

» Specialty businesses: Earthmover, Agricultural, Two-wheel and Aircraft tires; High-Tech Materials; Michelin Lifestyle Ltd.
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23.2 b)
Automotive and related distribution
(in € millions) 2018
Sales 11,340
Change in volumes -1%
Segment operating income 1,314
Segment operating margin 11.6%

Automotive and related distribution — Analysis of segment operating income

2018 2017

2017 2018/2017 (% of consolidated total) (% of consolidated total)

11,953 -5.1% 51% 54%

1,465 -10.3% 47% 53%
12.3% -0.7pts

Automotive segment operating income came to €1,314 million
or 11.6% of sales versus €1,465 million and 12.3% in 2017.
The decline in operating margin included the 0.7-point reduction
from adverse currency movements.

In an environment shaped by highly unfavorable exchange rates and
the steady rise in raw materials prices over the first nine months of
the year, the Group successfully preserved its unit margins thanks
to (i) a disciplined pricing policy, particularly in countries whose

currencies collapsed against the euro; and (ii) a strengthened product
mix, led by fast growth in the 18-inch and larger segment and
strong sales of the MICHELIN CrossClimate+, MICHELIN Primacy 4
and MICHELIN X-ICE North 4 line. The decline in volumes over
the year, which was primarily caused by weakness in the original
equipment markets and contracting Chinese demand, meant
that fixed costs were not fully absorbed as the Group focused on
optimizing inventory management.

2.3.2¢) Road transportation and related distribution — Analysis of segment operating income
Road transportation and related distribution 2018 2017
(in € millions) 2018 2017 2018/2017 (% of consolidated total) &Y g€l el iloRieIE))]
Sales 5,852 5,946 -1.6% 27% 27%
Change in volumes +1%

Segment operating income 513 483 +6.0% 18% 18%
Segment operating margin 8.8% 8.1% +0.6pts

Road transportation segment operating income amounted to
€513 million or 8.8% of sales, compared with €483 million and
8.1% the year before. The decline in operating margin included the
0.9-point reduction from adverse movements in exchange rates.

Despite this negative currency effect, operating income improved
by €30 million thanks to the powerful price-mix effect, which
primarily reflected disciplined price management in a more aggressive
competitive environment roiled by highly volatile exchange rates.

Volumes were more or less flat for the year, but in fact reflected a
positive growth dynamic, with a strong sales performance in the
second half entirely offsetting the steep drop in the first half due
to very unfavorable comparatives.

New products and services continued to be introduced over the
period, which was shaped by the success of the BFGoodrich lines in
Europe and South America, and of the MICHELIN Agilis CrossClimate
light truck and van tires.

2.3.2d) Specialty businesses and related distribution — Analysis of segment operating income
Specialty businesses and related distribution 2018 2017
(in € millions) 2018 2017 2018/2017 (C/¥eidaols o) loliclokio)c= )M (% Of consolidated total)
Sales 4,836 4,061 +19.1% 22% 18%
Change in volumes +8%

Segment operating income 948 794 +19.4% 34% 29%
Segment operating margin 19.6% 19.6% +0.0pt

Segment operating income for the Specialty businesses
amounted to €948 million, versus a reported €794 million in 2017,
for a margin unchanged at 19.6% of sales, taking into account
the 0.6-point reduction from adverse movements in currency rates.
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Excluding this exchange rate impact, the increase in segment
operating income reflected the highly favorable price effect and
sustained growth in volumes (up 8%), led by rising demand across
all of the Specialty businesses, particularly for mining, construction
and aircraft tires.



2.3.3 OTHER INCOME STATEMENT ITEMS

2.3.3a) Raw materials

The cost of raw materials reported in the income statement under
"Cost of sales” has been estimated at €4.9 billion in 2018 versus
€5.2 billion in 2017. It is calculated on the basis of:

» the price and mix of the Group’s raw materials purchases;
» production and sales volumes;

» the valuation of raw materials, semi-finished and finished
product inventories using the weighted average cost method.
This method tends to spread fluctuations in purchase costs over
time and delay their recognition in cost of sales, due to timing
differences between the purchase of the raw materials and the
sale of the finished product;

» exchange rate movements, which correspond to (i) the impact
of converting the cost of purchases made in local currencies into
the consolidation currency; and (ii) an untracked residual currency
effect resulting from the difference between the purchasing
companies’ local currency and the currency used to purchase
their raw materials.

NATURAL RUBBER PRICES (SICOM)
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In 2018, the raw materials costs recognized in cost of sales included
the €158 million gain from price adjustments, including the residual
currency effect. Changes in prices feed through to the income
statement five to six months later for natural rubber and around
three months later for butadiene.

RAW MATERIALS RECOGNIZED IN 2018
COST OF SALES (€4.9 BILLION)

25%
Synthetic rubber

' 18%
Fillers

25%
Natural rubber 15%
Chemicals
7% 10%
Textile Steelcord

BUTADIENE PRICES

(USD/kg)
——RSS 3 e US Gulf (USD/t)
TSR 20 Europe (EUR/t)
5 3,000
4 2,500
2,000
3
1,500
2
1,000
1 500
0 0
Jan. Jul. Jan. Jul. Dec. Jan. Jul. Jan. Jul. Dec.
2017 2017 2018 2018 2018 2017 2017 2018 2018 2018
2.3.3b) Employee benefit costs and number of employees

At €6,038 million, employee benefit costs represented 27.4% of sales in 2018, up 0.7 point from the year before (up 2.8% in Euros).
The increase mainly stemmed from changes in the scope of consolidation, with the removal of TCi over nine months only partially offsetting

the inclusion of Fenner over seven months.

(in € millions and number of people) m 2017 Change
Total employee benefit costs 6,038 5,871 +2.8%
As a % of sales 27.4% 26.7% +0.7pt
Employees on payroll at December 31 117,400 114,100 +2.9%
Number of full-time equivalent employees at December 31 111,100 107,800 +3.1%
Average number of full time equivalent employees 108,900 106,800 +2.0%
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NUMBER OF EMPLOYEES

(in thousands)

Total workforce 117 118 118 117

B Number of full time equivalent employees

114 114 114
114 114
113 113 113
11 11 111 11

108 108 108

I I I 107 108 i 108 107 |
January  February March April May June July August Sept. Oct. Nov. Dec.

2018 2018 2018 2018 2018 2018 2018 2018 2018 2018 2018 2018

Fenner employees are integrated in the Group from September 2018.

23.3c) Depreciation and amortization

(in € millions) m 2017 Change

Depreciation and amortization 1,344 1,345 -0.1%
As a % of additions to intangible assets and property, plant and equipment 76% 76%

Depreciation and amortization charges were unchanged from 2017, mostly as a result of the favorable currency effect.

(as a % of sales)
—— Capital expenditure

Depreciation and amortization

10%
o K
8%
7%
6% —/\—
5%
4%
3%
2%

1%
0%

2014 2015 2016 2017 2018

50 MICHELIN - 2018 REGISTRATION DOCUMENT



2.3.34d)

(in € millions)

Transportation costs
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Transportation costs
As a % of sales

1,186 1,183 +0.2%
5.4% 5.4%

Transportation costs stood at €1,186 million, stable year-on-year
as the impact of higher sales volumes and cost inflation in North
America were amply offset by productivity gains and favorable
exchange rate movements.

2.3.3e) Sales and marketing expenses

At €1,862 million, sales and marketing expenses represented
8.5% of sales, unchanged from 2017.

23.3f) Research and development expenses

Research and development expenses edged up just 1%
to €648 million in 2018, reflecting the Group’s ability to keep
research and development costs under control while maintaining
its technological leadership.

As a percentage of sales, R&D expenses were stable, at 2.9%.

23.3g) General and administrative expenses

At€1,826 million, general and administrative expenses represented
8.3% of sales, versus €1,866 million and 8.5% in 2017. In addition
to the currency effect, the decline was attributable to the Group’s
commitment to reducing overhead costs as part of its 2017-2020
competitiveness plan.

2.3.3h) Segment other income and expenses

Segment other income and expenses represented a net expense of
€5 million in 2018 versus a net expense of €35 million as reported
in 2017. Most of the 2018 expense was comprised of costs arising
from the employee stock ownership plan, performance share
grants and various taxes, partially offset by gains on the Group’s
insurance programs.

2.3.3i) Other operating income/(loss)

Other operating income/(loss) represented a loss of €225 million in
2018, versus a loss of €111 million in 2017. It primarily corresponded
to the costs of reorganizing Group operations, particularly the closure
of the production plant in Dundee, Scotland and the reorganization
of the UK dealership operations. Also recognized in this item were
the Fenner and Camso acquisition costs, the disposal gains on
North American tire wholesaling chain TCi following its transfer to
the TBC joint venture, and the amortization charge of brands and
customer list acquired with Fenner PLC.

23.3j) Cost of net debt
(in € millions) m 2017 Change
Cost of net debt 200 176 +24

At €200 million, the cost of net debt was up €24 million compared
with 2017, primarily as a result of the following factors:

» a €36 million increase in net interest expense to €208 million,

reflecting the net impact of:

e a2 €120 million increase due to the rise in average net debt to
€2,364 million in 2018 from €1,199 million in 2017,

¢ an €86 million decrease from the decline in the average gross
interest rate on borrowings to 4.4% in 2018 from 6.2% in 2017,

e a €2 million net increase from other factors, including the
negative carry, corresponding to the effect of investing cash
and cash equivalents at a rate below the Group’s average
borrowing cost;

» a €12 million improvement in the negative impact from exchange
rate derivatives, to a loss of €4 million for the year, due mainly to
movements in Chinese, Brazilian and US interest rates;

» a €2 million increase in capitalized borrowing costs;

» an aggregate €33 million net decrease from other items, primarily
the recognition of the reimbursed interest on past taxes unduly
paid in Brazil.
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2.3.3 k)

(in € millions)

Other financial income and expenses

Other financial income and expenses

16 0 +16

Other financial income and expenses represented net income of €16 million in 2018, corresponding primarily to the recovery of the

ICMS tax in Brazil.

2.3.31) Income tax
(in € millions) m 2017 Change
Income before taxes 2,230 2,354 -124
Income tax (570) (661) -91
Current tax (535) (478) +57
Withholding tax (35) (81) -46
Deferred tax 0 (102) -102

Income tax amounted to €570 million in 2018, a €91 million
year-on-year decrease that partly reflected the €124 million decline
in income before taxes. However, the main factors were the full-year
impact of the US tax reform bill passed in late 2017, and to a lesser

extent, a favorable geographic mix. These factors were only partially
offset by one-time events, most of which had a positive impact in
2017 and did not recur in 2018.

The effective tax rate was 25.6%, versus 28.1% the year before.

2.3.3 m) Consolidated net income and earnings per share

(in € millions) m 2017 Change
Netincome 1,660 1,693 -33
As a % of sales 7.5% 7.7% -0.2pt
> Attributable to shareholders of the Company 1,677 1,700 (23)
» Attributable to non-controlling interests (17) (7) (10)
Per-share data (in €)

» Basic 9.30 9.39 (0.09)
» Diluted 9.25 9.34 (0.09)

Net income came to €1,660 million, or 7.5% of sales, compared
with €1,693 million in 2017. The €33 million decline reflected the
following factors:

» favorable factors:
e the €33 million increase in segment operating income,
® a €17 million increase in other operating income,
e the €25 million decrease in interest on employee benefit
obligations,
e the €91 million reduction in income tax;
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» unfavorable factors:
e the €114 million increase in other operating losses, to €225 million
from €111 million in 2017,
¢ the €24 million increase in cost of net debt,
e the €60 million decrease in the Group’s share of profit and
losses from associates and joint ventures, which swung to a
€46 million loss from a €14 million profit in 2017.
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2.4 CONSOLIDATED BALANCE SHEET REVIEW

ASSETS
_ Total Currency
(in € millions) DTS PN December 31, 2017 change effect Movement
Goodwill 2,667 1,092 +1,575 -47 +1,622
Intangible assets 1,828 785 +1,043 -36 +1,079
Property, plant and equipment 11,379 10,883 +496 +39 +457
Non-current financial assets and other assets 691 479 +212 +0 +212
Investments in associates and joint ventures 938 356 +582 +21 +562
Deferred tax assets 740 890 -151 -4 -147
Non-current assets 18,243 14,485 +3,758 -27 +3,785
Inventories 4,447 4,508 -61 -9 -52
Trade receivables 3,307 3,084 +223 -35 +258
Current financial assets 314 285 +29 -1 +30
Other current assets 1,037 1,132 -95 +36 -131
Cash and cash equivalents 2,100 1,773 +328 +3 +325
Current assets 11,205 10,782 +424 -8 +431
TOTAL ASSETS 29,448 25,267 +4,181 -35 +4,216

EQUITY AND LIABILITIES

Total Currency
(in € millions) LTSS WP LIN I December 31, 2017 change effect Movement

Share capital 360 359 +1 +1
Share premiums 2,923 2,942 -19 -19
Reserves 8,862 7,925 +937 -58 +995
Non-controlling interests 22 35 -13 +1 -14
Equity 12,167 11,261 +906 -57 +963
Non-current financial liabilities 5,020 2,366 +2,654 +7 +2,647
Employee benefit obligations 3,850 3,969 -119 +23 -142
Provisions and other non-current liabilities 1,315 1,676 -361 +8 -369
Deferred tax liabilities 326 113 +212 -9 +221
Non-current liabilities 10,511 8,124 +2,387 +28 +2,358
Current financial liabilities 1,134 493 +641 -10 +651
Trade payables 2,506 2,501 +5 +10 -5
Reverse factoring contracts 440 503 -62 +13 -75
Other current liabilities 2,690 2,385 +306 -1 +316
Current liabilities 6,770 5,882 +888 +2 +886
TOTAL EQUITY AND LIABILITIES 29,448 25,267 +4,181 -27 +4,209

MICHELIN - 2018 REGISTRATION DOCUMENT 53



REPORT OF THE MANAGERS
Consolidated Balance Sheet Review

24.1 GOODWILL

Excluding the €47 million negative impact of translation adjustments, goodwill rose by €1,622 million to €2,667 million at December 31,
2018, primarily due to the recognition of goodwill on Camso for the entire acquisition price (not consolidated at December 31, 2018) and

on Fenner.

2.4.2 INTANGIBLE ASSETS

Intangible assets amounted to €1,828 million, a €1,079 million increase from December 31, 2017 before the €36 million negative
translation adjustment. The increase was mainly due to the consolidation of Fenner’s intangible assets.

2.4.3 PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment stood at €11,379 million,
a €457 million increase from December 31, 2017 before the
€39 million positive translation adjustment. The main factors behind
the increase were (i) the consolidation of assets from Fenner and

2.4.4 NON-CURRENT FINANCIAL ASSETS AND OTHER ASSETS

Non-current financial assets and other assets stood at €691 million,
an increase of €212 million that was mainly due to:

» a €175 million increase corresponding to a loan granted to TBC,
the North American wholesaler jointly owned with Sumitomo
Corporation of Americas;

» a €107 million increase from the recognition in non-current
assets of a credit from the French social services administration;

» a €26 million decrease from fair value adjustments to other
derivative instruments;

245

Excluding the €21 million positive translation adjustment, investments
in associates and joint ventures increased by €562 million in
2018, primarily as a result of the following factors:

» the acquisition, for €528 million, of a 50% stake in TBC, the joint
venture created with Sumitomo Corporation of Americas that is
one of the leading tire wholesalers in North America;

2.4.6 DEFERRED TAX ASSETS AND LIABILITIES

At December 31, 2018, the Group held a net deferred tax asset of
€414 million, representing a decrease of €368 million compared with
the amount reported at end-2017 (before the positive €5 million in
translation adjustments). The decline was mainly attributable to the
changes in the scope of consolidation, following the consolidation
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INVESTMENTS IN ASSOCIATES AND JOINT VENTURES

other acquisitions; and (ii) the ongoing investment in new capacity
in fast-growing markets (the premium Automotive tire segment,
North America and Asia, and the supply chain).

» a €53 million decrease following the consolidation of Lehigh
Technologies, PTG, Teleflow and Trucktyre, whose shares had been
recognized in available-for-sale financial assets at December 31,
2017,

» a €9 million increase from other movements.

» the acquisition, for €61 million, of a 20% interest in A.T.U., the
leading auto service center chain in Germany.

The increase also includes the €46 million in the Group’s share of
losses from associates.

of Fenner and the deconsolidation of TCi, and, to a lesser extent, the
impact of actuarial gains recognized during the year on employee
benefit obligations, particularly in France, the United Kingdom and
North America.



2.4.7 TRADE WORKING CAPITAL
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2018 2017
LTI | Sy WP LN E I December 31,2017 Change (as a % of sales) (as a % of sales)

(in € millions)

Inventories 4,447 4,508 -61 20.2% 20.5%
Trade receivables 3,307 3,084 +223 15.0% 14.0%
Trade payables (2,506) (2,501) -5 11.4% 11.4%
Reverse factoring contracts (440) (503) +62 2.0% 2.3%
TRADE WORKING CAPITAL 4,807 4,588 +220 21.8% 20.9%

Compared with December 31, 2017, trade working capital
increased by €220 million, including the negative €66 million currency
effect, and by €286 million at constant exchange rates. Half of the
increase stemmed from changes in the scope of consolidation,
following the consolidation of Fenner and the deconsolidation of
TCi, and the other half from the more than 4% growth in sales
over the final quarter of the year. As a percentage of sales, trade
working capital stood at 21.8% at December 31, 2018, versus
20.9% the year before.

Inventories amounted to €4,447 million, representing 20.2%
of 2018 sales. Excluding exchange rate movements, they were
down €52 million from December 31, 2017, primarily due to
(i) the nearly 6% decrease in finished product inventory, mainly
because the deconsolidation of TCi was not offset by the impact

2.4.8 CASH AND CASH EQUIVALENTS

of consolidating Fenner; (i) disciplined inventory management; and
(iii) the year-on-year decline in raw materials prices recognized in
inventory at year-end.

Excluding translation adjustments, trade receivables rose by
€258 million year-on-year to €3,307 million at December 31, 2018,
essentially due to changes in the scope of consolidation, following
the consolidation of Fenner and the deconsolidation of TCi, but
also to the increase in sales in the final quarter. As a percentage of
sales, they rose by 1 point, to 15.0% from 14.0% a year earlier.

Trade payables ended the year down €80 million at €2,946 million,
including €440 million in reverse factoring contracts but before
a positive €22 million in translation adjustments. The impact of
consolidating Fenner was more than offset by the decline in raw
materials costs.

Cash and cash equivalents stood at €2,100 million at December 31,
2018, a €325 million year-on-year increase before translation
adjustments that reflected the net impact of the following factors:

» increases from:
o the €3,028 million in new debt raised through the issue of
new bonds,
o the €11 million in proceeds from the exercise of stock options,
e the €20 million arising from other factors, including the issue
of €13 million in new shares as part of the employee share
ownership plan;

249 EQUITY

» decreases from:
¢ the negative €2,011 million in free cash flow, after the investment
of €3,255 million in acquisitions,
¢ the payment of €648 million in dividends,
¢ the outlay of €75 million for share buybacks during the year.

Including translation adjustments for a negative €57 million,
consolidated equity increased by €963 million to €12,167 million
at December 31, 2018 from €11,261 million a year earlier, primarily
as a result of the following factors:

» increases:
e €1,562 million in comprehensive income for the year, including:

- net income of €1,660 million,

- the €30 million unfavorable impact of actuarial gains and
losses, after deferred taxes,

- the €57 million negative impact from the translation of
foreign currencies,

- an aggregate €11 million net decrease from other factors,

e €58 million in proceeds from the issue of 974,876 new shares
on the exercise of stock options and as part of the employee
share ownership plan,

e €7 million in service costs on performance share-based
payment plans,

e €2 million in other favorable items;

» decreases:
e £648 million in dividends and other distributions,
e €75 million committed to the buyback and cancellation of
648,231 Michelin shares under the shareholder-approved plan.

At December 31, 2018, the share capital of Compagnie Générale
des Etablissements Michelin stood at €359,695,264, comprising
179,847,632 shares corresponding to 246,076,593 voting rights.

MICHELIN - 2018 REGISTRATION DOCUMENT 55



REPORT OF THE MANAGERS
Consolidated Balance Sheet Review

2.4.10 NET DEBT

Net debt stood at €3,719 million at December 31, 2018, up
€3,003 million from December 31, 2017, mainly as a result of the
following factors:

» the net use of €2,703 million in cash, including:
e €2,011 million in negative free cash flow for the period,
e €692 million in dividends, net share buybacks and other outlays;

CHANGES IN NET DEBT

» €1 million in positive translation adjustments;
» the €203 million impact of changes in the scope of consolidation,
of which Fenner accounted for €196 million;

» €98 million in other factors increasing net debt, of which:
e €65 million corresponding to new finance leases,
¢ €33 million in other factors increasing net debt.

AtJanuary 1 716 944
Free cash flow™ +2,011 -662
Distributions and other +648 +651
Interest expense on the zero-coupon convertible bonds +0 -193
Translation adjustments -1 -227
Other +345 +203
AT DECEMBER 31 3,719 716
CHANGE +3,003 -229

(1) Free cash flow corresponds to cash flows from operating activities less cash flows used in investing activities, adjusted for net cash flows used in cash management

instruments and loan guarantees.

2.4.10 a) Gearing

Gearing rose to 31% at December 31, 2018 from 6% at year-end 2017, due to the heavy cash outflows over the year to finance the

acquisitions of Fenner, Camso and the stake in the TBC joint venture.

2.4.10 b) Credit ratings

The solicited corporate credit ratings of Compagnie Générale des Etablissements Michelin (CGEM) and Compagnie Financiére Michelin

SCmA (CFM) are as follows:

CGEM CFM

Short term Standard & Poor’s A-2 A-2
Moody'’s p-2 P-2

Long term Standard & Poor’s A- A-
Moody'’s A3 A3

Outlook Standard & Poor’s Stable Stable
Moody's Stable Stable

» On January 29, 2016, Standard & Poor’s upgraded Michelin’s
long-term credit rating to A- from BBB+, while affirming its A-2
short-term rating and stable outlook.

» On March 20, 2015, Moody's upgraded Michelin’s long-term credit
rating to A3 from Baal, with a stable outlook, while affirming
its P-2 short-term rating.
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Note that CGEM and CFM have also been issued unsolicited credit
ratings by Fitch Ratings:

CGEM CFM
Short term F2 F2
Long term A- A-
Outlook Stable Stable




2.4.11 PROVISIONS
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Provisions and other non-current liabilities amounted to €1,315 million, versus €1,676 million at December 31, 2017. Excluding the
currency effect, they declined €369 million year-on-year, mainly reflecting the impact of commitments undertaken as part of the reorganization
and alignment of the Group’s operations in Europe, as well as the recognition in current liabilities of a portion of the provision set aside in
respect of a dispute with URSSAF, the French government agency responsible for collecting social security and other contributions.

2.4.12 EMPLOYEE BENEFITS

CHANGE IN THE FAIR VALUE OF THE NET DEFINED BENEFIT OBLIGATION

Pension Other defined m
(in € millions) plans benefit plans 2017
AtlJanuary 1 2,149 1,820 3,969 4,763
Translation adjustments 9 14 23 (180)
Contribution paid to the funds (189) - (189) (190)
Benefits paid directly to the beneficiaries (33) (107) (140) (154)
Changes in scope of consolidation 27 6) 21 -
Net cost recognized in operating expenses
Current service cost 47 60 107 107
Actuarial (gains) or losses recognized on other long term benefit obligations - (5) (5) -
Past service cost resulting from the introduction of new plans or plan
amendments 40 14 54 (56)
Past service cost arising from plan curtailments and settlements (13) 8) (21) (183)
Effect of any plan settlements - - - -
Other items 13 - 13 13
Net cost recognized in operating expenses
Net interest on net defined benefit obligation (asset) 43 46 89 115
Costs recognized in other comprehensive income
Actuarial (gains) or losses () (76) (87) (296)
Portion of unrecognized asset due to the application of the asset ceiling 16 - 16 30
NET OBLIGATION AT DECEMBER 31 2,098 1,752 3,850 3,969

The net defined benefit obligation recognized in the consolidated
balance sheet at December 31, 2018 stood at €3,850 million, a
decrease of €119 million that reflected the following main factors:

» actuarial gains of €(87) million, mainly due to:
e an actual rate of return on plan assets that was lower than the
discount rate, for €284 million,
e the change in actuarial assumptions, for €(335) million, and
experience gains for €(36) million;

» a €33 million increase from plan amendments, curtailments or
settlements, primarily consisting of the €33 million decrease on
GMP equalization-related amendments to the pension scheme
in the United Kingdom, an €11 million decrease from the change
in value of a disability insurance plan in the United States, and
a €(16) million gain on an adjustment to the early retirement
plan in France;

» a net €21 million in pension plan obligations acquired with
Fenner in 2018;

» €(113) million in a supplemental contribution in addition to the
normal contributions to the UK pension plan;

» €23 million in translation adjustments, primarily due to the
increase in the US dollar against the euro.

The amount recognized in the income statement in respect of
defined benefit plans represented an expense of €237 million in
2018, versus a gain of €4 million in 2017.

The amount recognized in operating income represented an expense
of €148 million, compared to €120 million in 2017. Net interest on the
net defined benefit obligation, reported below the line, represented
an expense of €89 million in 2018, versus €115 million in 2017.

The cost recognized in respect of defined contribution plans amounted
to €223 million in 2018, up €3 million year-on-year.
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Total payments under defined benefit plans amounted to €329 million
in 2018, versus €344 million the year before, including:

» contributions paid to fund management institutions for €189 million
(2017: €190 million);

» benefits paid directly to employees for €140 million (2017:
€154 million).

Contributions paid by the Group for defined contribution plans
totaled €223 million in 2018, versus €220 million in 2017.

Actuarial gains recorded in 2018 in the amount of €(87) million
corresponded to:

» €(266) million in actuarial gains on defined benefit obligations,
resulting mainly from the increase in discount rates;

» £(69) million in actuarial gains on defined benefit obligations,
mainly resulting from revised mortality tables and inflation rates;

» €(36) million in experience gains on defined benefit obligations;

» actuarial losses on plan assets in the amount of €284 million,

due to an actual rate of return on plan assets that was lower
than the discount rate.

2.5 CONSOLIDATED CASH FLOW STATEMENT REVIEW

2.5.1 CASH FLOWS FROM OPERATING ACTIVITIES

(in € millions) m 2017 Change
Segment EBITDA 4,119 4,087 +32
Change in inventories 4 (311) +315
Change in trade receivables and advances (52) (317) +265
Change in trade payables and advances (124) 404 -528
Restructuring cash costs (172) (100) -72
Other changes in provisions (241) (246) +5
Tax and interest paid (679) (936) +257
Other trade working capital (24) 160 -184
CASH FLOWS FROM OPERATING ACTIVITIES 2,831 2,741 +90

At €4,119 million, segment EBITDA was up €32 million year-on-year,
led by the increase in segment operating income (to €2,775 million
from €2,742 million in 2017), with depreciation and amortization
charges holding steady for the year.

Cash flows from operating activities rose by €90 million, to
€2,831 million from €2,741 million in 2017, primarily as a result of:

» the €32 million increase in EBITDA;

» the negative impact of the change in trade working capital, which
made an increase of €196 million during the year, compared with
an increase of €64 million in 2017. This reflected:

* the €4 million decrease in inventories, versus a €311 million
increase in 2017, primarily due to the deconsolidation of TCi
(which was not offset by the consolidation of Fenner) and, to
a lesser extent, the decline in semi-finished product inventory
during the year,

58 MICHELIN - 2018 REGISTRATION DOCUMENT

e the €52 million increase in trade receivables and advances,
compared to a €317 million increase in 2017, led by the
combined impact of the deconsolidation of TCi and the
consolidation of Fenner,

e the €124 million increase in trade payables, versus a €404 million
decrease in 2017, essentially because of the decline in raw
materials costs recognized in trade payables;

» the increase in costs related to the reorganization and realignment
of business operations, to €172 million from €100 million in 2017,

» a decrease in tax and interest paid during the year, to €679 million
from €936 million in 2017;

» the change in the other trade working capital items had a negative
impact of €24 million. The €160 million positive impact in 2017
mainly reflected the one-time effects arising from deferred payments
or reimbursements of various taxes and employee-related liabilities.



2.5.2 CAPITAL EXPENDITURE
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2018 2017

(in € millions) 2018 2017 2018/2017 (asa % of sales) (asa % of sales)
Gross purchases of intangible assets and PP&E 1,669 1,771 -102 7.6% 8.1%
Investment grants received and change in capital

expenditure payables 48 (103) +151 0.2% 0.5%
Proceeds from sales of intangible assets and PP&E (100) (65) -35 0.5% 0.3%
NET ADDITIONS TO INTANGIBLE ASSETS AND
PROPERTY, PLANT AND EQUIPMENT 1,617 1,603 +14 7.3% 7.3%

Ad(ditions to intangible assets and property, plant and equipment CAPITAL EXPENDITURE

amounted to €1,669 million during the year, compared with (in €billions)

€1,771 million in 2017. As a result, total capital expenditure

represented 7.6% of sales versus 8.1% in 2017. Growth investments 1.9 18 18 18 18 1.9

accounted for €617 million of the total for the year.

By Business Line, the main capital projects completed during the
year or still underway are as follows:

Automotive tires:

» Projects to increase capacity, improve productivity or refresh
product lines in:
e |edn, Mexico,
e Shenyang, China,
e Pirot, Serbia,
e Laem Chabang, Thailand;

Road transportation tires:

» Projects to increase capacity, improve productivity or refresh
product lines in:
e Romania,
* Thailand,
e Poland,
* |ndia;

Specialty products:
e Agricultural tires,
o Aircraft tires.

In addition, Michelin is actively investing in the following areas:

» fast-growing markets, such as premium Automotive tires, North
America and China;

» customer service (information systems, logistics hubs, etc.);
» distribution and digital services;
» high-tech materials.

The amounts expected to result from this capital expenditure strategy
are illustrated below.

1.7

2014 2015 2016 2017 2018 2019e 2020e

including Fenner
and Camso

Note that the Group’s financing depends on its ability to generate
cash flow as well as on market opportunities. As a result, there
is generally no direct link between financing sources and capital
expenditure projects.
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2.5.3 AVAILABLE CASH FLOW AND FREE CASH FLOW

Available cash flow corresponds to cash flow from recurring
operating activities, i.e., after routine capital expenditure but before
growth investments.

Free cash flow, which is stated before dividend payments and
financing transactions, corresponds to cash flows from operating
activities less cash flows used in investing activities (excluding net cash
flows used in cash management instruments and loan guarantees).

Cash flows from operating activities 2,831 2,7M
Routine capital expenditure (maintenance, IT, dealerships, etc.) (1,052) (1,032)
AVAILABLE CASH FLOW 1,779 1,709
Growth investments (617) (739)
Acquisitions (3,225) (476)
Other 52 168
FREE CASH FLOW (2,011) 662

After deducting €1,052 million in routine capital expenditure,
available cash flow was strongly positive in 2018, at€1,779 million.

2.5.4 STRUCTURAL FREE CASH FLOW

Free cash flow ended the year at a negative €2,011 million, after
€617 million in growth investments and €3,225 million in acquisitions,
primarily in such areas as tires (Camso, Fenner — Engineered Conveyor
Systems), distribution (50% of TBC) and high-tech materials
(Fenner — Advanced Engineered Products).

To track its intrinsic performance, Michelin has set targets based on its structural free cash flow, which is defined as free cash flow before
acquisitions, adjusted for the impact of raw materials prices on trade receivables, trade payables and inventories, and the payment of
interests on the zero-coupon 2017 OCEANE convertible bonds at maturity.

FREE CASH FLOW (2,011) 662
Acquisitions 3,225 476
FREE CASH FLOW EXCLUDING ACQUISITIONS & DISPOSALS 1,214 1,138
Impact of raw materials costs on working capital 60 178
Interest paid on the zero-coupon OCEANE 2017 convertible bonds 0 193
STRUCTURAL FREE CASH FLOW 1,274 1,509
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2.6 RETURN ON CAPITAL EMPLOYED (ROCE)

Achieving an annual return on capital employed (ROCE) after tax
and excluding goodwill, acquired intangible assets and associates
& joint ventures, of at least 15% by 2020 is one of Michelin's
strategic objectives.

ROCE is measured as:

» net operating profit after tax (NOPAT), calculated at a standard
tax rate of 26%, corresponding to the Group’s average effective
tax rate;

» divided by the average economic assets employed during the
year (excluding associates and joint ventures), i.e., all of the
Group's intangible assets (excluding acquired intangible assets),
property, plant and equipment, loans and deposits, and net
working capital requirement.

(in € millions)

Non-euro currencies are translated at year-end rates for balance
sheet items and average rates for income statement items.

If ROCE is greater than weighted average cost of capital (WACC)
for the year, then the Group has created value during the period.

The Group’s weighted average cost of capital (WACC) is based on
a theoretical balance between equity and debt. The rates used are
determined (i) for equity capital, based on the yield on Michelin
shares expected by the stock markets; and (i) for debt capital, on the
market risk-free rate plus the risk premium applied to Michelin by
the markets, as adjusted for the tax effect. Based on this calculation
method, 2017 WACC remained below the 9% target the Group
uses to assess its value creation.

2017

Segment operating income 2,775 2,742
Average standard income tax rate used for ROCE calculation 26% 31%
Net operating profit after tax (NOPAT) 2,053 1,892
Intangible assets and property, plant and equipment 11,379 11,668
Loans and deposits 76 74
Total non-current financial assets 13,684 11,742
Working capital requirement 2,640 2,708
Economic assets at December 31 14,867 14,450
Average economic assets 14,661 15,172
Consolidated ROCE 14.0% 13.0%
Passenger car/Light truck tires & related distribution ROCE 14.4% 13.4%
Truck tires & related distribution ROCE 11.4% 7.6%
Specialty businesses & related distribution ROCE 18.4% 23.8%

Given the evolution in the US tax law, the standard tax rate is reduced to 26%. In 2017, the ROCE based on a 26% tax rate is 14.0%.

2.7 TREND INFORMATION

2.7.1 OUTLOOK

In 2019, the Passenger car and Light truck tire markets are expected
to be mixed, with modest growth in the Replacement segment and
a contraction in the Original Equipment segment. Truck tire markets
are expected to remain stable overall, given the decline in demand
in China, while the Mining, Aircraft and Two-wheel tire markets
should remain dynamic. Based on January 2019 exchange rates,
the currency effect is expected to have a slightly favorable impact
on segment operating income. The impact of raw materials costs
is currently estimated at around a negative €100 million.

(1) Of which €150 million from the application of IFRS 16.

In this environment, Michelin‘s objectives for 2019 are: volume
growth in line with global market trends; segment operating income
exceeding the 2018 figure at constant exchange rates and before
the estimated €150 million contribution from Fenner and Camso;
and structural free cash flow of more than €1.45 billion ™.
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2.7.2 PROFIT FORECASTS OR ESTIMATES

No precise earnings or operating margin forecasts or estimates
have been issued for 2019.

2.7.3 RECENT EVENTS

In light of the trend information provided in section 2.7.1, any
previously issued targets for 2019 do not take into account the
current economic environment and are not achievable this year.

Michelin acquires leading Indonesian tire manufacturer
PT Multistrada Arah Sarana TBK

On January 22, 2019, Michelin announced that, in line with its
strategy, it had signed an agreement to acquire 80% of PT Multistrada
Arah Sarana TBK (“Multistrada”), a tire manufacturer based in
Indonesia. With a production capacity of more than 180,000 tonnes
(i.e., 11 million Passenger car tires, 9 million Two-wheel tires and
250,000 Truck tires), Multistrada reported net sales of USD 281 million
in 2017. With this transaction, Michelin will strengthen its presence
in the highly promising but local-production dominated Indonesian
market by acquiring a very competitive local plant with good quality
facilities and immediately available production capacity. Leveraging
its technical expertise, with limited new investment, Michelin will
gradually convert production from Tier 3 passenger car tires to Tier 2
Michelin Group brands, thereby allowing more Tier 1 production
at other Asian plants and supporting growing demand for Tier 2
volumes in Europe, North America and Asia.

As part of the transaction, Michelin will acquire a 20% stake in
the retailer PT Penta Artha Impressi (“Penta”) in partnership with
Indomobil and private investors. This will boost the marketing and
sales of Michelin Group brands in Indonesia, allowing Michelin to
secure significant access to a major market and be well placed to
benefit from the market’s future growth and expansion.

Potential synergies in manufacturing, sales and purchasing are
expected to represent up to USD 70 million per year within three
years of the acquisition. Multistrada, including the 20% stake
in retailer PT Penta and 50 hectares of available land, has been
valued at an enterprise value of USD 700 million, representing
6.3 times EBITDA for the 12 months ended September 30, 2018,
after expected synergies.

On the 8" of March, Michelin announced that he had acquired
88% of Multistrada for a total amount of USD 480 million. As
Multistrada is a publicly listed company, and pursuant to Indonesian
regulations, Michelin launched the same day a public offer for the
remaining outstanding shares, at the same price per share as that
offered for the 88% acquired.
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Jean-Dominique Senard becomes Chairman of Renault
and will continue to serve as CEO of Michelin until his
term expires in May 2019

January 24, 2019 - With the full backing of all participants in
Michelin’s governance system, Jean-Dominique Senard, Managing
Chairman of the Michelin Group, has agreed to become Chairman
of the Board of Directors of Renault, effective January 24, 2019.
Jean-Dominique Senard will continue to serve as Managing Chairman
of the Michelin Group until his term expires in May 2019.

The Group’s leadership transition announced in February 2018 has
been underway since May 2018. With the handover just a few weeks
away, Florent Menegaux, Manager and future Managing Chairman
of Michelin, has already taken on an increasingly significant role in
steering the Group, in seamless coordination with Jean-Dominique
Senard.

To ensure that the transition proceeds in line with the most rigorous
ethical standards, special procedures will be implemented at Michelin.

In addition, Jean-Dominique Senard has asked that the compensation
policy applicable to him at Michelin during this time should take into
account the fact that he will be holding two positions simultaneously,
thus calling for a reduction in his compensation.

Florent Menegaux will succeed Jean-Dominique Senard as head of
Michelin as planned following the Group’s Annual Shareholders
Meeting to be held on May 17, 2019 in Clermont-Ferrand, France.

Michelin and Faurecia to create a global leader in
Hydrogen mobility

March 11, 2019 - Michelin, world leader in tyres and sustainable
mobility, and Faurecia, technology leader in the automotive industry,
announced the signature of a Memorandum of Understanding to
create a joint venture bringing together all of Michelin’s fuel cell
related activities - including its subsidiary Symbio — with those of
Faurecia.



Symbio, a Faurecia Michelin Hydrogen company will be owned
equally by Faurecia and Michelin. This French joint venture, built
around a unique ecosystem, will develop, produce and market
hydrogen fuel cell systems for light vehicles, utility vehicles, trucks
and other applications.

Faurecia and Michelin are convinced of the importance of hydrogen
technology in tomorrow’s world of zero emissions mobility and of
the need to create a strong French and European hydrogen industrial
sector. The two companies aim to create a world leader in hydrogen
fuel cell systems through combining existing and complementary
assets from both partners in the joint-venture. This will enable the
joint venture to immediately offer a unique range of hydrogen fuel
cell systems for all use cases.

For electric vehicles, fuel cell technology complements battery
technology, especially in those use cases requiring very intense
use and greater autonomy. Furthermore, fuel cell technology has
recently been selected by the European Union as one of Europe’s
six Important Projects of Common Interest.

Michelin’s contribution to this joint venture will be the activities of
Symbio - a Group subsidiary since 1 February 2019 and a supplier
of hydrogen fuel cell systems associated with a range of digital
services - as well as research & development and production activities.

Faurecia will contribute the technological fuel cell expertise it has
developed through a strategic partnership with the CEA, its industrial
know-how and its strategic relationships with car manufacturers.

REPORT OF THE MANAGERS
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Faurecia will continue its development of high-pressure hydrogen
tanks in partnership with Stelia Aerospace Composites, which will
also benefit the joint venture.

The cooperation between Michelin and ENGIE, a global energy and
services group, for the development of a hydrogen ecosystem, in
particular in the field of hydrogen mobility, will also benefit the
joint venture.

The agreement between Michelin and Faurecia was signed today in
the presence of Agnés Pannier-Runacher, Secretary of State at
the French Ministry for Economy and Finance. This operation
is subject to the approval of the competent merger authorities.

Florent Menegaux, Managing General Partner and future
President of the Michelin Group explains: “This innovative
partnership will facilitate the emergence and development of
hydrogen mobility: it opens the way to a new form of sustainable
mobility. | welcome the alliance between Michelin and Faurecia,
incorporating our strategic asset Symbio. The ultimate aim is to
develop a complete mobility offer for hydrogen vehicles, from fuel
cells to maintenance services.”

Patrick Koller, Managing Chairman of Faurecia says: “| am
very pleased to have signed this strategic agreement with Michelin
with a view to creating the world leader in hydrogen mobility. Our
shared vision, as well as the complementarity of our technological
know-how, will accelerate the market launch of efficient fuel cell
systems adapted to different use cases. Our joint ambition is to create
a centre of excellence for hydrogen mobility in France through the
gradual combination of our activities.”
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2.8 HIGHLIGHTS

2.8.1 STRATEGY

Michelin and Sumitomo Corporation create the second-
largest wholesale player in the U.S. and Mexico

(January 3, 2018) — Michelin North America Inc. (MNAI) and Sumitomo
Corporation of Americas (SCOA) announced the decision to merger
their respective North American replacement tire distribution and
related services into a 50-50 joint venture, forming the second-largest
player in the wholesale tire market in the United States.

Successful non-dilutive convertible bond issuance
for a nominal amount of $600 millions

(January 5, 2018) — Michelin announced the issue of new non-dilutive
convertible bonds available to be settled on January 10, 2023 for
a nominal amount of $600 million. The bond is redeemable for
payment in monetary terms only. It is not intended that new shares
be issued nor that existing shares are distributed against these bonds.

Mobivia joins forces with Michelin to drive
further growth in A.T.U. (Auto-Teile-Unger)

(February 12, 2018) — Mobivia, the European leader in multi-brand
vehicle servicing and parts, has joined forces with world leading tire
manufacturer Michelin, which has acquired a 20% minority stake
in A.T.U. for a total amount of €60 million. Mobivia and Michelin
combine their expertise in their respective historical markets in order
to improve the customer experience and support the development
of A.T.U. in Germany, Austria and Switzerland.

Enforcement of the partial share buyback agreement

(February 14, 2018) — The Compagnie Générale des Etablissements
Michelin called in an Investment Service Provider to handle its
€75 million maximum) share buyback program. The operation
was approved by the Annual Shareholders Meeting on May 19,
2017. The shareholders also approved a share purchase price cap.
The average price is determined objectively and independently by
the market. The operation took place between February 15 and
November 22, 2018. The redeemed shares have all been canceled.

CFAO teamed up with Michelin to market premium
quality tires in Kenya and Uganda

(March 21, 2018) — CFAQ and Michelin announced a joint venture
arrangement owned 51% by CFAO and 49% by Michelin to
support the importation and distribution of top of the range tires
into two countries that total population reaching nearly 90 million.
The objective of this joint venture is to provide our partners with
immediate solutions to develop markets and to offer consumers
high quality products and services. The governance is equally divided
between CFAO and Michelin.

Succession plan for Jean-Dominique Senard

(May 18, 2018) — The mandate of the current Managing Chairman,
Jean-Dominique Senard, terminates after the 2019 AGM. The
Annual Shareholders Meeting of May 18, 2018, acted the election
of Florent Menegaux as Managing General Partner. He will succeed

64 MICHELIN - 2018 REGISTRATION DOCUMENT

Jean Dominique Senard as Managing Chairman at the end of the
current mandate. Yves Chapot was nominated as General Manager.
He will become Chief Financial Officer on July 31, 2019.

Acquisition of Fenner Plc, the global leader in industrial
belting and reinforced polymer-based products

On May 31, 2018, the announcement was made that Michelin’s
buyout of all the Fenner Plc shares as part of a scheme of arrangement
under English law was complete. This means that Fenner is now a
wholly-owned subsidiary of the Michelin Group. This acquisition
is aligned with Michelin’s strategy to tap into the fast-growing
high-tech materials market, which will be a springboard for value
creation in the coming years.

Michelin has acquired Truckfly, an app which makes life
easier for truck drivers

(July 26, 2018) — Truckfly is a free app which is very popular with the
European trucker community. It offers an extremely comprehensive
listing of Points of Interest (POI) including roadside cafes, parking lots
and filling stations. Michelin is determined to offer truck drivers a
better and safer mobility experience thanks to suggested itineraries
which include rest areas and places to fill up on fuel and food.

Michelin has announced that its €2.5 billion bond issue
was a success

(August 29, 2018) — Michelin has placed a three-tranche bond
offering valued at €2.5 billion comprising tranches with 7-, 12- and
20-year maturities. This operation is part of Group strategy to actively
manage its debt and strengthen its liquidity. The net proceeds will
be used to meet general corporate financing requirements.

Michelin has announced the launch of a new employee
share ownership scheme

(September 17, 2018) — The company intends raise capital up to
a maximum ceiling of 600,000 shares. These new shares will be
treated as existing shares. The new employee share ownership
scheme enables employees of the Michelin Group to subscribe on
preferential terms reserved for employees to a capital increase. The
subscription, payment and corporate top-up terms are laid down
in the related documentation.

Michelin announces a new acquisition
of Klinge IT Business

(September 26, 2018) — Through the acquisition of Klinge IT,
specialist in software solutions for mining tire management, the
Mining Business Line is enhancing its service offer and bringing ever
more integrated solutions to their customers. Michelin already offers
a connected tire management system: MEMS®4. This acquisition
confirms Michelin’s overall strategy to put the customer at the
heart of its ground breaking innovation to become a leader in the
development of future integrated solutions.



The Michelin Man “Icon of the Millennium”

(October 2, 2018) — The American magazine Adweek, the leading
US weekly newspaper for marketing and global advertising awarded
the Millennium Icon Award to the world famous Michelin Man in
New York. For more than 120 years, the Michelin Man has been
cultivating a real capital of sympathy and proximity between the
brand and its customers. This award is a perfect birthday present
as the Michelin Man celebrates its 120" birthday this year.

Michelin announces its intention to close its Dundee
site in the United Kingdom in 2020

(November 5, 2018) — The Dundee site, which exclusively manufactures
16-inch and smaller MICHELIN brand tires for cars, has faced a
structural decline in the demand in this segment and an increase
in the offer of low-cost, entry-level products produced in Asia. The
accelerated market transformation has made the plant unsuitable
and its conversion is not financially viable. The Group has had to
announce its intention to close the Dundee factory by mid-2020.
The priority now is to provide the 845 employees of the factory
with the most effective support possible to enable them to face the
consequences of this difficult decision. To finance this operation,
the Michelin Group has recorded a provision of €155 million in
non-recurring expenses in its consolidated financial statements as
of December 31, 2018.

A new synthetic rubber plant for the Group

(November 29, 2018) — Located in Indonesia, this new plant, PT
Synthetic Rubber Indonesia (SRI), is a joint venture between the
Michelin group (55%) and an Indonesian partner PT Chandra

2.8.2 PRODUCTS - INNOVATION — SERVICES

2.8.2 a)

Launch of the MICHELIN Primacy 4 in Europe

(January 2018) — The new MICHELIN Primacy 4 high-performance
summer tire is the latest addition to the PRIMACY range. Thanks
to latest generation high-performance elastomers, the MICHELIN
Primacy 4 is able to provide outstanding wet braking performance
from the first to the last mile, without compromising tire longevity.
Michelin puts its principles into practice with the new MICHELIN
Primacy 4, a tire which is safe when new and safe when worn, right
down to the tread wear indicator.

Automotive and related distribution

Michelin has launched the MICHELIN X Ice North*
studded tire for the Nordic and Russian markets

(May 18, 2018) — The MICHELIN X Ice North* range offers studded
tires which are ideal for use in Eastern Europe and the Nordic
countries. They are designed to withstand extreme conditions (snow,
ice, dry or wet roads), winters lasting as long as six months and
temperature variations between +10°C and -50°C while continuing
to offer excellent acceleration and braking on the snow. This tire
also ensures a smoother and quieter ride on snow-free roads.

MICHELIN and Maxion Wheels have won a CLEPA 2018
Innovation Award for the ACORUS Flexible Wheel
(June 18, 2018) — The ACORUS Flexible Wheel came third in the

"Cooperation” category of the award. This innovation is the result
of cooperation between tire leader Michelin and Maxion Wheels, the
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Asri Petrochemical Thk (CAP) (45%). With this new plant, the
growing demands both of the Group and also of the Indonesian
and international markets for synthetic rubbers with high added
value will be met, and the growth of its “green tires” guaranteed.

Michelin acquires Tablet

(December 3, 2018) — Headquartered in New York, Tablet is an
online travel agency specializing in luxury hotels which offer guests
original high quality experiences. Today the Tablet selection counts
3,500 hotels all around the world. 52% of Tablet’s customers are
North American. The ambition of this alliance with Michelin is
to conquer wider and more diverse audiences geographically by
extending existing offers and building new ones.

Michelin completes the acquisition of Camso,
thus strengthening its global leadership position
in the specialty businesses

(December 18, 2018) — Michelin today completed the acquisition of
Camso, leader in tracks and track systems. A total consideration of
US$1.36 billion was paid for the acquisition. By joining forces with
Camso, Michelin will create the world’s number one OTR market
player and is perfectly aligned with the Michelin Group’s strategy to
branch out into growth areas in tires and services. Headquartered
in Quebec, the new entity will be supported by 26 plants and will
have approximately 12,000 employees.

world’s largest wheel manufacturer. This new patented technology
consists of two flexible rubber expanders mounted on a special rim
creating a flexible wheel which offers a smoother ride by absorbing
shocks from potholes and curbs.

The first fully networked car tires solution, MICHELIN
Track Connect, has won the 2018 Innovation Award
at the “Tire Cologne” trade fair

(June 18, 2018) — When partnered with the high-performance
MICHELIN Pilot Sport Cup?2 tire, MICHELIN Track Connect provides
the driver with valuable real-time information on tire pressure and
temperature via sensors embedded in the tires. The app makes
recommendations for pressure adjustment boosting the driver’s
track performance. Thanks to MICHELIN Track Connect, tires are
smart-phone connected giving our customers a whole new driving
experience.

Michelin has received in Singapore the “Best of
the Best” award from Red Dot for its VISION concept

(September 28, 2018) — Red Dot, the most prestigious design awards
in the world, awarded the “Best of the Best” prize to the VISION
concept: a customizable, rechargeable, adaptable and ecological
tire that breaks the mould. The VISION concept proposes a tire
combined with revolutionary services for a new mobility solution.
VISION is the demonstration of our 4R strategy (Reduce, Reuse,
Recycle and Renew), the Michelin Group’s operational adaptation
of the circular economy concept.
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Michelin has launched the MICHELIN Alpin 6: a winter
tire with longlasting performance

(October 2, 2018) — The new MICHELIN Alpin 6 winter tire for the
European market offers car drivers excellent traction, acceleration
and braking performances on the snow, thus allowing drivers to
travel whatever the weather. It boasts 20% longer life than other
premium brand tires. This excellent performance — both when new
and worn — is guaranteed by the tread pattern with grooves that
emerge and widen as the tire wears.

2.8.2b) Road transportation and related

distribution

MICHELIN has extended its CrossClimate range into the
light truck and utility vehicles market

(February 22, 2018) — Michelin has extended its award-winning
CrossClimate range with the launch of the MICHELIN Agilis
CrossClimate. Light truck and utility vehicles is a fast-growing sector,
enjoying a boom in new vehicle sales. The new Agilis CrossClimate
is the forerunner of a new generation of high-performance tires. It
is an all seasons tire offering high mileage, damage resistance and
reliable performance on all types of road surface.

Michelin solutions’ App, MyBestRoute, wins the SITL,
Technology and Information Systems Innovation Award

(March 22, 2018) — On the occasion of the 18" edition of the Logistics
Innovation Awards, SITL (Salon International du Transport et de la
Logistique) declared Michelin solutions’ application MyBestRoute as
the winner in the Technologies and Information Systems category.
Dedicated to transport professionals for Fleet Operations Managers
this web app aims to calculate routes and all associated costs.
The services we co-develop with our customers reveal real needs
expressed by professionals for improving their global performance
and cutting operating costs.

MICHELIN X Multi Energy: a tire dedicated
to fuel-saving

(April 10, 2018) — Michelin has launched the X Multi Energy tire
as a companion tire to the X Multi to address the regional haulage
sector. Companies can choose the right tire for their needs: either
preferring low fuel consumption (X Multi Energy) or long lifespan
(X Multi). The X Multi Energy tire benefits from three innovative
patented technologies: Infinicoil, Regenion and Powercoil.
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2.8.2¢c) Specialty businesses and related

distribution

/ Two-wheel tires

The MICHELIN Road 5 motorcycle tire: long-lasting
performance thanks to 3D metal printing

(February 22, 2018) — The new MICHELIN Road 5 packs in the latest
innovations for outstanding performance on the road: MICHELIN
ACT+ active casing technology with optimized rubber compounds and
MICHELIN XST Evo progressive sipes. Metal additive manufacturing
is a totally digital process used to shape the sipes of the MICHELIN
Road 5 tire curing molds. This new technology offers bikers tiptop
performance throughout the tire’s lifetime even after traveling
thousands of miles.

The new MICHELIN Anakee Adventure tire has been
approved for fitment to the BMW R 1250 GS

(October 31, 2018) — BMW Motorrad and Michelin reinforce
their collaboration in a spirit of mutual trust. The new MICHELIN
Anakee Adventure which is designed for 80% road use and 20%
track/trail use means it now covers an even wider spectrum of trail
biker needs. The MICHELIN Anakee Adventure stands out notably
through its exceptional grip on wet roads due to its new generation
silica-enhanced compound. It also combines outstanding performance
in dry weather with stability and resistance to wear thanks to two
Michelin-patented technologies: MICHELIN Dual Compound 2CT
and MICHELIN Dual Compound 2CT+.

/ Aircraft tires

MICHELIN PILOT, a high-performance bias tire specially
designed for piston and turbo-prop aircraft engines

(July 24, 2018) — The new MICHELIN Pilot was unveiled at the
Oshkosh AirVenture air show in the US. The MICHELIN Pilot offers
state-of-the-art features: a reinforced tread for more landings and a
lightweight design for increased fuel efficiency. High Tech components
providing ozone and UV light protection are incorporated into the
tire to ensure safe takeoffs and landings in all weathers.

/ Experience

First MICHELIN guide for the city of Guangzhou

(June 26, 2018) — Michelin published its first guide of Guangzhou
listing 63 restaurants which reflect the diversity and quality of
Cantonese cuisine which combines time-old expertise and authentic
local ingredients. Michelin is continuing to increase its global
coverage. The Guangzhou guide is the ninth Asian and fourth
Chinese guide to be published.
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Total and Michelin join forces to launch an ambitious
worldwide road safety education program targeting
10-18 year-olds

(May 30, 2018) — Total and Michelin, leading players in global
mobility, are launching a major road safety education program
for 10-18 year-olds via their corporate foundations. This project,
developed with the support of the Global Road Safety Partnership,
aims to reach 100,000 young people over a three-year period. The
Total Foundation and the Michelin Corporate Foundation have
decided to contribute €1.5 million jointly to this initiative.

In 2048, MICHELIN's tires will be made using 80%
sustainable materials 100% of tires will be recycled

(May 31, 2018) — Michelin tires are currently made using 28%
sustainable materials (26 % bio-sourced materials like natural rubber,
sunflower oil, limonene etc., and 2% recycled materials such as
steel or recycled shredded tires). Michelin is investing in advanced
technologies and materials to be able to increase this content to
80% sustainable materials. Michelin is also developing partnerships
to identify new ways to recycle tires, or new outlets for recycled tires.

MOVIN'ON 2018 - Eco-conscious business leaders
and innovative decision-makers convened in Montreal
for the second Global Sustainable Mobility Summit

(June 1, 2018) — Tomorrow's major mobility challenges can only
be solved by joint action by a global community of stakeholders.
The purpose of Movin’On, the Sustainable Mobility Summit, is to
foster partnerships and capitalize on experience. It is gaining in
importance every year.

Michelin presents sustainable mobility at the 2018 Paris
Motor Show

(October 2, 2018) — Sustainable mobility is a matter of pressing
concern for everyone on the planet today, at the start of the
21t Century. Michelin’s R&D team is constantly innovating to find
sustainable solutions and subjects our tires to stringent testing so
that consumers can safely use them right up to the last mile. The
entire Michelin community, including its 6,000-strong research
staff, is striving to make safe, environmentally-friendly, efficient
and affordable mobility a reality for everybody.

2.84 COMPETITION

MotoGP™: Marc Marquez earns Michelin’s
400 premier class win at Jerez

(May 6, 2018) — Michelin's 400" premier class victory is further
evidence of its motorcycle racing pedigree which has spawned
numerous technical breakthroughs since its top-flight debut in 1973.
Examples of its pioneering innovations include the introduction
of slicks in 1974, radial tires in 1984, silica-based compounds in
1992, dual-compound technology in 2004 and AST (Asymmetric
Technology) which, over the decades, have helped 48 different
riders to celebrate victory at GP500/MotoGP level.

Volkswagen and Michelin smash the record
for Pikes Peak!

(June 24, 2018) — Volkswagen called on the services of its partner
Michelin to provide the rubber for its new all-electric prototype.

Michelin rose to the challenge with specific tires featuring advanced
technology and Frenchman Romain Dumas steered the I.D.R. to a
new record for the Colorado ‘Race to the Clouds’: 7m57.148s!

New-generation MICHELIN Pilot Sport for Season 5
of the ABB FIA Formula E Championship

(December 15, 2018) — Formula E's futuristic Gen2 all-electric single-
seaters, which boast superior power and longer range compared
with their predecessors, race on Michelin's latest Formula E tire.
Not only is the new MICHELIN Pilot Sport lighter but it is also more
energy efficient and makes a real contribution to the cars’ extended
range with no detriment to either performance or driver safety —a
perfect example of how Michelin races today for tomorrow’s mobility.
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2.9 RISK FACTORS

2.9.1 INTRODUCTION

In today’s constantly evolving economic, competitive and technological
environment, anticipating and managing risks are central to the
success of Michelin's corporate strategy. Its geographic reach
and leadership position in the global tire market, as well as the
diversity of its business activities, mean that the Group is exposed
to a variety of risks, both endogenous and exogenous. Strategic,
financial, industrial, commercial, environmental and people-related
risks have been clearly identified and are being managed in ways
that minimize their occurrence and impact.

For Michelin, a risk corresponds to the possibility of an event occurring
whose consequences could impact its objectives, particularly as
concerns its financial position and reputation. To ensure that risks
are rigorously managed, a global risk management process is in
place that complies with the most exacting international professional
standards such as ISO 31000, COSO and the reference framework
of the French securities regulator, the AMF.

This process is continuously updated to reflect the latest regulatory
changes and risk management best practices. As part of its risk
mapping procedure, Michelin has reviewed the risks that could
have a material adverse effect on its operations, financial position or
earnings. The Group does not currently consider that it is exposed to
any significant risks other than those presented herein. However, it is
possible that other risks not described below or which have not been
identified to date could also have a negative impact on its earnings,
objectives, reputation or share price. As part of this global process,
certain procedures are in place to manage cross-functional risks.
Two of these are described below as examples.

Insurance coverage

Some risks can be transferred to insurance companies in line with the
Group’s insurance strategy, with different solutions used depending
on the frequency of the risks concerned.

/ High-frequency risks

To cover high-frequency risks, integrated global insurance programs
have been arranged, to the extent possible, in the insurance and
reinsurance markets. These mainly concern property & casualty/business
interruption, liability, accidental pollution and cyber risk insurance:

» the property & casualty/business interruption insurance program
provides combined total coverage of €1.5 billion, except for
natural disasters, for which the coverage limit may be lower
depending on the country;

» the liability insurance program comprises three key coverage areas:
¢ product liability for the manufacturing companies,
e service liability for the marketing and services companies,
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¢ general business liability, offering direct coverage in European
Union countries and countries where the Group operates
manufacturing facilities, and umbrella coverage in excess of
local cover in all other countries;

» a “pollution” program provides environmental liability coverage;

» a “cyber risk” insurance program covers damages (including
additional operating costs) as well as damages to third parties,
with a combined limit of €200 million per year.

These programs apply to all Group companies, including Fenner
and Camso as from their acquisition date.

/ Medium-frequency risks

To reduce costs by pooling medium-frequency risks, the Group has
set up a captive insurance and reinsurance company to provide
coverage in the following areas, with limits commensurate with
its resources:

» property & casualty risks, with a €50 million limit per claim and
per year;

» product liability in the United States and Canada, with limits of
USD 20 million per claim and USD 40 million per year;

» product recall expenses, with limits of USD 25 million per claim
and USD 50 million per year;

» cyber security risks, with a €5 million limit per claim and per year.

At constant scope of consolidation (excluding acquisitions) and including
premiums paid to the captive insurance and reinsurance company,
aggregate premiums amounted to €59.5 million in 2018, a decline
of €5 million from 2017 despite notable coverage improvements
and, in particular, a higher limit for cyber risks.

Crisis management

A second cross-functional process concerns crisis management. Given
its size, the nature of its manufacturing and commercial activities
and its environmental and social responsibility, Michelin is exposed
in the course of its operations to the risk of crises that could affect
its business and, potentially, its reputation. To foresee, plan for and
effectively respond to any such events, a crisis management system
is in place and led by the Group Quality, Audit and Risk Management
Department. The system’s underlying processes are regularly updated
to ensure maximum effectiveness and responsiveness. It is deployed
among the various management and other teams through appropriate
simulation exercises and training seminars.



2.9.2 RISKS RELATED TO THE GROUP'S OPERATIONS AND STRATEGY

2.9.2a) Market risk

/ Risk factors

Michelin’s core business consists in selling, to vehicle manufacturers,
dealer networks and end-users, tires for passenger cars, vans and
trucks, as well as specialty products, including tires for earthmovers,
mining equipment, farm machinery, two-wheel vehicles and aircraft,
conveyor belts and high-technology reinforced polymer products.

Depending on the year, around 75% to 80% of the car, van and
truck tire business involves replacement sales, which are shaped
by a wide variety of factors, including consumer tire demand, the
number of kilometers driven, average vehicle speeds, fuel prices,
dealer inventory management and, in the case of winter tires,
weather conditions.

The original equipment business, which represents around 20% to
25% of car, van and truck tire sales, depends on automotive demand
in our host markets and on automaker production programs. Over
the long term, the replacement tire business has been relatively
stable and much less cyclical than the original equipment business.

Most of the Specialty tire markets primarily depend on raw material
prices in the mining, oil and agriculture sectors.

More generally, demand is also influenced by such economic factors
as the business environment, the availability of credit, consumer
confidence, raw material prices and government programs to
support the automobile industry.

/ Risk management response

On the operations side, the Managing Chairman and the Group
Executive Committee are responsible for determining strategy and
leading the Group. They are assisted in these tasks by analyses provided
by the Corporate Development, Market Intelligence and Financial
Control Departments. From time to time, the Managing Chairman
submits major projects to the Supervisory Board for consideration,
i.e., projects aimed at securing our sustainable, responsible growth
over the long term. The strategic decisions related to these projects
are approved by the Supervisory Board and implemented under the
responsibility of the line management teams.

The strategic plan is regularly reviewed over the medium term by the
Managing Chairman and the Group Executive Committee. Our broad
global footprint offers a significant advantage in responding to
any volatility in demand for particular products or in a particular
geographic market.

2.9.2b) Innovation risk

/ Risk factors

To retain the technological leadership that supports its ambitious
growth objectives, Michelin invests heavily in research and innovation,
as manifested in the portfolio of projects overseen by the Technology
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Centers. In this regard, the Group is exposed to two distinct types of
innovation risk. First is the risk of losing its technological leadership,
which would expose it to increased competitive pressure. For
example, changes in technologies or the regulatory environment
could result in our products becoming obsolete or less appealing
to customers. Similarly, our technological lead could be lessened if
we experienced delays in new product development.

The second type of innovation risk involves the development of
innovative products that are less successful than expected in the
marketplace.

/ Risk management response

Innovation is a core component of corporate strategy, having been
identified as one of the principal contributors to meeting our growth
objectives. Each year, the Group dedicates around €700 million
in investment and nearly 6,000 employees to its innovation
commitment. To ensure that the innovation process is effectively
managed, a specific governance framework has been put in place.
It is designed to involve and empower all of our executive teams,
in particular by ensuring that:

» the R&D teams are highly receptive to the outside world and new
technologies, notably by working in collaboration with universities;

» marketing teams and researchers work in close cooperation, to
bring their creative products or service concepts viably to market
as quickly as possible, while meeting the highest quality standards.

29.2¢) Competition risk

/ Risk factors

Michelin is exposed to increasingly aggressive global competition,
particularly from Asian tiremakers, which is being driven by the fast
pace of technological change, rising capital expenditure, sustained
price pressure from certain competitors, temporary overcapacity and
steadily improving manufacturing competitiveness. If this situation
persists it could have a negative impact on our operations, financial
position and earnings.

/ Risk management response

Our strategy to counter competition risk is to continuously innovate,
expand more quickly in high-growth markets and improve our
competitiveness. We are also taking steps to bolster our specific
strengths such as our global footprint, our premium positioning, our
leadership in Specialty businesses and the power of the MICHELIN
brand.

In tandem, the brand portfolio is being expanded to broaden and
deepen our presence in every market segment. Lastly, the Group is
stepping up its commitment to improve competitiveness via a new
plan described on page 13.
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2.9.2d) Risk of default by dealers

/ Risk factors

Michelin’s channel strategy is based mainly on the development of
external dealership networks. Substantially all of these dealers are
independent, with the integrated dealerships like Euromaster in
Europe making only a limited contribution to sales. This is the case,
for example, of the mainly franchise-based TyrePlus network that
is currently being developed in new markets. In connection with
these retail activities, the Group is exposed to the risk of default by
its dealers and independent import companies.

/ Risk management response

The credit network, which reports to the Group Finance Department,
tracks dealer risk on a daily basis. A monthly reporting process
ensures the effective monitoring and management of payment
periods, customer risk and credit portfolio quality. Bad debts written
off in the annual financial statements have not been material for
a number of years.

Raw materials costs for 2015, 2016 and 2017

2.9.2 e) Raw materials risk

/ Risk factors

Michelin is exposed to fluctuations in raw material and energy
prices. Raw materials, which represented about 40% of consolidated
purchases in 2018, include both commodities traded directly on
organized markets, such as natural rubber, and manufactured
products, like butadiene, styrene, metal cables and textiles, whose
prices are negotiated with producers.

On the basis of estimated 2018 production volumes, the sensitivity
of cash purchasing outlays to fluctuations in natural rubber and oil
prices is as follows:

» a USD 0.10 per kg decrease in natural rubber prices would feed
through to around an USD 90 million reduction in full-year
purchasing costs;

» a USD 1.00 per barrel decline in oil prices would feed through to
a USD 9 million decrease in full-year purchasing costs.

In € millions

As a % of sales

Of which:
Natural rubber
Synthetic rubber
Reinforcing agents
Chemicals
Metal cables
Textiles

4,316 5172 4,913
20.6% 23.6% 22.3%
25% 28% 25%
25% 26% 25%
17% 16% 18%
15% 14% 15%
10% 9% 10%
8% 7% 7%

/ Risk management response

The impact of changes in raw materials prices is tracked and

managed by analyzing:

» changes in the cost of raw materials used, as recognized in the
income statement;

» the impact on working capital requirement.

The impact of higher raw materials prices is estimated using internal
models that take into account a number of factors, such as actual
changes in the cost of raw materials used in production, production
volumes, exchange rates and the time required to transform the raw
materials, from delivery and storage to manufacturing.

Michelin has long been committed to managing selling prices in
such a way as to maintain a favorable net effect between changes
in price-mix and changes in raw materials costs. In 2018, the rise
in the cost of raw materials used in production had a €158 million
adverse effect, resulting in a net positive impact of €304 million,
versus the €444 million positive price-mix impact.

Margins on certain fixed-price sales contracts have been protected
using short-term futures. At December 31, 2018, these futures had
a negative fair value of €1 million, recorded in assets. This compares
with the €4.9 billion cost of raw materials used in production in 2018
(see note 16.3 to the consolidated financial statements).

70 MICHELIN - 2018 REGISTRATION DOCUMENT

29.2f) Reputational risk

/ Risk factors

Michelin has an excellent brand image, both in terms of its products
and as a company. However, like any other well-known multinational
corporation, it is exposed to events and circumstances that could
damage its brands and/or reputation. In addition, the rapidly growing
influence of social media means that we are exposed to online
reputational risk, at a time when information is being openly and
rapidly circulated, in particular on the Internet.

/ Risk management response

It is vital to safeguard our reputational equity, which is one of our
major assets. A dedicated corporate department, Communication
and Brands, therefore leads a full array of measures to ensure that
our brands and reputation are protected.

Among these efficient measures is a systematic, ongoing intelligence
process that analyzes online and other media, to identify any
initiatives or comments that could spiral out of control and lastingly
damage our image.

The crisis management system also helps control reputational risk.



2.9.3 OPERATIONAL RISKS
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Operational risks have been classified as level 1 or level 2, depending
on their criticality. Criticality is determined on the basis of residual
risk (after taking into account the impact of all risk management
procedures in place), consolidating all of the individual risks that
make up each of the overall operational risks described below.

2.9.3a) Ethical risk
Risk level 2

/ Risk factors

Michelin pays particular attention to the risk of ethics violations and
expects every employee to consistently act with integrity and to
respect the internal and external standards that have underpinned
our corporate culture for over a century. Any conduct that runs
counter to these values could constitute an ethics violation.

/ Risk management response

Michelin is committed to conducting business in an ethical manner
in every host country, in line with our firm belief that the way we
achieve our results is just as important as the results themselves.
This is why a dedicated ethics and compliance system is in place,
based on the following components:

» a Code of Ethics distributed across the organization; whose
17 chapters define the behavioral standards applicable to our
business activities, along with guidelines to help employees make
decisions about key ethical issues:

e Michelin's pledge to uphold international principles, such
as the UN Global Compact and the Universal Declaration of
Human Rights,
legal and regulatory compliance,
conflicts of interest,
gifts and invitations,
governmental relations and anti-corruption measures,
donations and political contributions,
confidentiality,
fair competition,
insider trading,
protecting Group assets,
fraud,
supplier relations,
sales and international trade,
true and fair financial reporting,
health and safety,
discrimination and harassment,
protecting employee privacy;

» a training curriculum dedicated to these issues is currently being
deployed;

» a governance structure comprising:
¢ a Group Ethics Committee, meeting several times a year under

the responsibility of the Head of Human Ressources. Its members
include the Heads of the Finance, Purchase, Legal Affairs, Safety
and Security, Development and Sustainable Mobility, Supply
Chain, Quality, Audit, Risk and Internal Control Management
Departments,

¢ a dedicated Ethics Committee in each region,

e areporting process at both Group level and in each region to

help swiftly relay any violations of the Code of Ethics;

» lastly, in every host region, an ethics hotline enables employees
to report any suspected cases of fraud or unethical behavior.

2.9.3b)

Risk level 1: Michelin employs more than
110,000 people, the majority of whom work
in its manufacturing operations

Health and safety risks

/ Risk factors

Michelin directly employs 117,400 people worldwide and also
uses temporary employment agencies and subcontractors. These
people work in a very wide variety of environments, primarily in
industrial facilities — where they use machines and equipment that
range from manual to fully automated, depending on the type of
product manufactured and the age of the machines — but also in
logistics operations and dealerships.

Given the nature of our business, Group employees and temp
agency workers face a very diverse array of risks and obligations,
depending on whether they work in a production plant or an office,
on the road or behind a desk. For example, shopfloor employees
are exposed to:

» risks related to site equipment and organization (mechanical and
electrical risks, ergonomic risks);

» risks related to the general working environment (heat, working
at heights, psychosocial risks, and exposure to country-specific
risks such as political instability, terrorism or kidnappings);

» risks related to exposure to chemicals;
» risks of industrial accidents and natural disasters;
» risks related to handling tires and using tire-handling equipment.

Office-based, nomad and sales personnel are exposed to:
» risks related to business travel (accidents and health risks);
» psychosocial risks.

These risks can have an impact on the health, the well-being, and
even the physical integrity of our employees and other people who
work at our sites.

/ Risk management response

To anticipate and minimize potential risks to the health of both
our employees and third parties, a specific procedure is in place
to analyze, manage and attenuate health and safety risks for
everyone. Training programs, for example, encourage all employees,
temporary workers and subcontractors to get personally involved
in reducing these risks.

At the same time, managers ensure that our working methods,
guidelines and practices are correctly applied in order to avoid the
occurrence of any risks relating to health and safety. The design,
machines and equipment are continuously improved so as to prevent
most of these risks.

Progress is tracked through management indicators such as the
frequency and severity of workplace accidents, while the methods,
guidelines and practices in place are assessed using internal control
procedures.

For further information on health and safety risks, please refer to
section 6.4.2.
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2.9.3c) Environmental risk

Risk level 1: As an industry leader

in sustainable development and a company
sensitive to the aspirations of its stakeholders,
Michelin is highly committed to managing

its environmental risks

/ Risk factors

Tires are non-biodegradable and are made of both natural and
synthetic materials such as rubber, petroleum derivatives, chemicals
and metals. They become worn through use and have a limited
lifespan. As the only point of contact between a vehicle and the
road, their use requires the burning of fuel and therefore the
emission of greenhouse gases. This means that more than 90%
of a tire’s lifecycle environmental impact comes from its use. Tire
production processes use energy, electricity and water as well as
steam generated internally in gas, coal or oil-fired boilers, which
means that they can also potentially pose a risk to the environment.
The land and sea transport both of semi-finished products among
the various plants and of manufactured products to dealerships in
170 countries across the globe gives rise to CO, emissions.

Lastly, the Group is exposed to the risk of legal or financial
consequences if its operations cause soil or air pollution or if it
fails to comply with the applicable local, national or international
environmental regulations and standards.

/ Risk management response

Michelin’s assertive commitment to shrinking its environmental
footprint has led to the launch of a number of initiatives.

First, the rolling resistance of our tires is being steadily reduced in order
to improve their fuel efficiency. Since 1992, we have developed five
generations of more fuel-efficient tires for cars and three for trucks.
Furthermore, consumption of rubber and synthetic products has been
considerably reduced in recent years thanks to R&D investments,
which have enabled the production of lighter tires that last longer
and can carry heavier loads.

Second, we are actively attenuating the environmental impact
of the tire manufacturing process, with a substantial reduction
in energy and water use and in VOC and carbon emissions. We
have also scaled back as far as possible the amount of waste
produced. At the same time, end-of-life tires are recycled in all
of our host countries, with the recycling rate reaching 95% in
the European Union.

Progress in our environmental responsibility performance is measured
annually. In 2018, the review showed that the Michelin site
Environmental Footprint indicator was 50.7% lower than in 2005.

For further information on environmental risks, please refer to
section 6.4.

72 MICHELIN - 2018 REGISTRATION DOCUMENT

Financial risks associated with climate change
and the low-carbon strategy

Michelin identifies the risks and opportunities associated with climate
change in its annual disclosures to the CDP (formerly the Carbon
Disclosure Project). The information submitted in response to the
recommendations issued on June 29, 2017 by the G20 Financial
Stability Board's Task Force on Climate-related Financial Disclosures
may be found at www.cdp.net/en/responses and in section 6.6.2 j)
below. Financial risks have been estimated for various physical
and transition risk scenarios, with varying margins of uncertainty.
The risks arise from technological and regulatory factors, as well
as from changes in markets and social behavior, or the impact
of media coverage on the company’s image and reputation. To
date, the financial risks in these scenarios are not considered to be
substantial for the Group's operations.

Any disruptions likely to have an impact on Michelin facilities,
suppliers or the natural environment are managed through business
continuity plans. The Group considers that changes in mobility and
legislation represent an opportunity rather than arisk, as its products
and services offer low-carbon mobility solutions. The Group’s strategy
for combating climate change (see 6.6.2) enables it to anticipate
physical, regulatory and multifaceted changes, in particular by giving
strategic direction to long-term capital spending plans. In 2018,
Michelin was included in the CDP’s highest score category — the
Climate A List — in recognition of its governance, strategy, risk and
opportunity management, reduction in CO, emissions and long-term
commitment to further reducing its carbon footprint.

2.9.3d) Risk related to the safety and

performance of products and services

Risk level 1: Michelin’s core business is
the manufacture of tires, which are a factor
in vehicle safety

/ Risk factors

The tire is an important vehicle safety component. Michelin’s brand
image is inextricably linked to the innovative features, quality, reliability
and safety of its products, which are also an important factor in
vehicle safety. Every year, we manufacture around 190 million tires
worldwide to equip everything on wheels, including cars, trucks,
buses, aircraft, scooters, motorcycles, earthmovers, farm tractors
and subway trains.

The regulatory environments in our operating markets vary widely
and our tires are used in a broad range of conditions. Consequently,
Michelin’s exposure to product risk can arise from weather conditions
(temperature and humidity), from the quality and type of pavement
(motorways, highways and runways), from the unusually extreme
use of our tires in some Regions (in terms of load or speed), from
counterfeit tires that do not offer customers the same safety
guarantees, and from highly specific uses that push the boundaries
of current technological capabilities.



/ Risk management response

Tire quality, reliability and safety are part of our corporate DNA and
the primary concern of every employee. This corporate culture is
demonstrated in operations by strict procedures and processes that
guarantee optimal quality at each stage in a tire's service life, from
specifications and design to process engineering, manufacture,
distribution and use. To effectively anticipate and manage potential
risks related to the use of our products, their in-use behavior is
constantly monitored to detect even the slightest hint of malfunction
and to swiftly implement the requisite corrective measures.

29.3¢e)
Risk level 2

Accounting and financial risks

Organization of financial risk management

The Corporate Financing Department controls, measures and
supervises financial risks for each company and region, as well as
at Group level. These tasks are overseen by the Corporate Finance
Department, to which the Corporate Financing Department reports.

One of the Corporate Financing Department’s ongoing missions
is to define the rules for applying financial risk management
policies, which are monitored on the basis of a full array of internal
standards, procedures and authoritative literature. Regional finance
managers oversee the implementation of the Group’s financial risk
management policies by the finance managers of the companies
in their region. In addition, compliance with financial risk policies
is assessed through internal audit reviews to evaluate risk control
efficiency and identify means of improvement.

All decisions regarding Group financial risk hedging policy are taken
by the Corporate Finance Department. As a general rule, the Group
strictly limits the use of derivatives to the sole purpose of hedging
clearly identified exposures.

The Financial Risks Committee is responsible for defining and
approving financial risk management policies, identifying and
assessing risks, and approving and monitoring hedges. It meets on
a monthly basis and comprises representatives from the Corporate
Finance Department and the Corporate Financing Department.

Liquidity risk

/ Risk factors

Liquidity is defined as the ability to repay borrowings when they
fall due and to find new stable sources of financing so that there
is always sufficient money to cover expenses. In the course of its
business, the Group is exposed to the risk of having insufficient liquid
resources to finance its operations and make the investments needed
to drive its growth. It must therefore manage its cash reserves and
committed lines of credit on a continuous basis.
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/ Risk management response

The Corporate Financing Department is responsible for ensuring
that the Group has the financing and liquidity it needs at the lowest
possible cost. The Group raises financing on the capital markets
through long-term financial instruments (bond issues), as well as
through bank resources (loans and credit lines), commercial paper
programs and securitization of accounts receivable. The Group
has also negotiated committed back-up credit lines and maintains
cash reserves that are calibrated in order to ensure the refinancing
of short-term debt. Long-term financing and committed back-up
credit lines are essentially concentrated at the level of the financial
holding companies, in particular Compagnie Financiere Michelin
SCmA, which acts as the financing hub for the Group.

Except in the case of particular obligations related to the specific
features of local financial markets, the operating subsidiaries are
financed in accordance with the following model:

» cash pooling with the Group for the management of day-to-day
liquidity requirements;

» intercompany credit lines and loans to meet medium and long-term
requirements.

Short-term financing for subsidiaries that do not participate in the
cash pool is under the responsibility of the local treasurer.

The management of liquidity risk is supported by a forecasting
system of short- and long-term financing requirements based on
business forecasts and the strategic plans of the operating entities.

As a matter of prudent financial policy, the Group strives to ensure
that its financial contracts do not include hard covenants or “material
adverse change” clauses that could restrict its ability to utilize credit
lines or accelerate its repayments. At December 31, 2018, no such
clause featured in the Group’s loan agreements. With regard to default
and acceleration clauses, there is only a very low probability that
the related triggering events will actually occur, and any potential
impact on the Group’s financial position would not be material.

For further information on the Group’s liquidity risk, please refer to
note 33.1.2 to the 2018 consolidated financial statements.

Currency risk

/ Risk factors

Currency risk is defined as the impact on financial indicators of
fluctuations in the exchange rates of foreign currencies used in
the normal course of business. The Group is exposed to currency
risks on its foreign currency transactions (transaction risk) and
also on the translation of its net investment in foreign subsidiaries
(translation risk).

Foreign currency transaction risk arises from the monetary assets
and liabilities of the Group and its subsidiaries (mainly cash and cash
equivalents, receivables, payables and borrowings) are denominated
in foreign currencies. It corresponds to the risk of exchange rate
changes between the date when these monetary assets and
liabilities are recorded in the accounts and the date when they are
recovered or settled.

Currency translation risk arises from the Group’s net investment
in foreign subsidiaries. It corresponds to the risk of changes in the
exchange rate used to translate the net investment in the foreign
subsidiary into euros during the consolidation process.
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/ Risk management response

Foreign currency transaction risk

Foreign currency transaction risk is monitored by the Corporate
Financing Department.

Each Group company continually calculates its accounting foreign
exchange exposure in relation to its functional currency and hedges
it systematically. A number of temporary exemptions can, however,
be granted by the Corporate Finance Department when it is not
possible to hedge a currency or when it is justified under exceptional
market conditions.

Foreign currency payables and receivables of the same type and
with equivalent maturities are netted off and only the net exposure
is hedged. This is normally carried out through the financial holding
company, or, alternatively, through a bank. The financial holding
company in turn assesses its own resulting net exposure and hedges
it with its banking partners. The main hedging instruments used
are forward currency contracts. The structural exposure is hedged
using long-term instruments (with a life of up to ten years) and
the operational exposure is hedged using short-term instruments
(generally expiring within three months). Currency risk monitoring
and hedging is based on Group internal standards and procedures.
A currency transaction risk alert system is implemented throughout
the Group under the responsibility of the Corporate Financing
Department. These exposures are tracked on a monthly basis via a
detailed management report.

Foreign currency translation risk

The Group does not use hedging instruments to actively manage
this risk.

Investments in foreign subsidiaries are booked in the functional
currency of the parent company and are not included in the parent
company’s foreign exchange position.

For further information on the Group’s currency risk, please refer to
note 33.1.3 to the 2018 consolidated financial statements.

Interest rate risk

/ Risk factors

The Group's income statement may be affected by interest rate risk.
An unfavorable change in interest rates may adversely affect future
finance costs and cash flows. The Group is in a net debt position
and is exposed to the risk of an increase in interest rates on its
variable rate debt. It may also be exposed to an opportunity risk in
the case of a fall in interest rates, if too great a proportion of debt
is at fixed rates. It is also exposed to interest rate risk on its financial
investments and the related yields.

/ Risk management response

The objective of interest rate management is to minimize financing
costs while protecting future cash flows against unfavorable movements
in interest rates. For this purpose, the Group uses various derivative
instruments available in the market, but restricts itself to the use of
“plain vanilla” instruments (interest rate swaps, caps, collars, etc.).
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Interest rate exposure is analyzed and monitored by the Financial
Risks Committee using monthly performance indicators and
management reports.

The interest rate position is centralized by currency by the Corporate
Financing Department, which is the only department permitted to
undertake hedging operations. Interest rate hedging is concentrated
on the main currencies. The Financial Risk Committee determines
the limits for hedging by currency, notably taking into consideration
the Group's gearing (as hedging requirements evolve in line with
the relative weighting of debt).

For further information on the Group’s interest rate risk, please
refer to note 33.1.4 to the 2018 consolidated financial statements.

Equity risk

/ Risk factors

The Group owns shares in listed companies whose share price
fluctuates, among other things, in line with changes in the global
stock markets, the multiples applied by the markets to the industries
in which these companies operate and their specific economic and
financial metrics.

Equity investments are made for strategic rather than trading
purposes. Equities are held under a medium or long-term strategy,
and not for short-term trading portfolio management.

/ Risk management response

The Group Investments Committee, which comprises representatives
from the Finance, Legal Affairs and Strategy Departments, is
responsible for ensuring that investment management and
monitoring rules are properly applied. To this end, the Committee
reviews investments each year to assess the degree of risk involved
and the results obtained compared with the stated objectives.

For further information on the Group’s equity risk, please refer to
note 33.1.5 to the 2018 consolidated financial statements.

Counterparty risk

/ Risk factors

Counterparty risk is the risk of a debtor refusing or being unable to
fulfill all or part of its obligations. The Group is exposed to counterparty
risk on its contracts and financial instruments. Counterparty risk
may lead to an impairment loss or a loss of liquidity. The Group is
exposed to the risk of impairment losses arising from the investment
of available cash in money market instruments and other marketable
securities, as well as on finance receivables, derivative instruments
and third party guarantees. It is exposed to the risk of a loss of
liquidity on its undrawn committed lines of credit.



/ Risk management response

The Group chooses its banks extremely carefully, particularly
when it comes to the management of its cash investments. As it
would be inappropriate to add financial risk to the industrial and
commercial risks that are associated with its operations, the Group
gives priority to the security and liquidity of all its cash investments.
Cash investments consist of (i) financial instruments that are subject
to no risk or an insignificant risk of changes in value purchased from
a sufficiently diversified group of leading banks, and (ii) unrestricted
units in diversified money market funds or short-term bond funds.

As well as cash investments, the asset value of derivative instruments
used for hedging purposes is also exposed to counterparty risk. These
assets and their distribution by bank are tracked weekly by Group
Treasury and monitored monthly by the Financial Risks Committee.

To limit counterparty risk on hedging instruments, the Group enters
into two-way collateral agreements with its main banks.

For further information on the Group's counterparty risk, please
refer to note 33.1.6 to the 2018 consolidated financial statements.

Credit risk

/ Risk factors

Credit risks may arise when the Group grants credit to its customers.
If a customer becomes insolvent or files for bankruptcy, it may
default on the receivables held by the Group and this may have a
negative impact on the Group’s income statement.

/ Risk management response

The Credit Department, which is part of the Corporate Finance
Department, sets the maximum payment terms and customer
credit limits to be applied by the operating companies. It manages
and controls credit activity, risk and results, and is also responsible
for managing and collecting trade receivables. The main policies
and procedures are defined by the Group and are monitored and
controlled at both regional and Group level. A monthly credit risk
reporting system has been set up to monitor these risks.

For further information on our major customers, please refer to
note 33.1.7 to the 2018 consolidated financial statements.
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Application of risk management and internal
control objectives related to the preparation
of accounting and financial information

Among the various objectives of the risk management and internal
control system, this section focuses on the control activities related
to the process of preparing accounting and financial information.

/ Preparation and processing of accounting
and financial information

The Managing Chairman is responsible for disclosing reliable financial
and accounting information. The accounting, consolidation, budget
control and financial communication departments all contribute to
the process of producing this information.

Within the organization, accounting teams generally report to the
heads of the Regions, while budget controllers report to the heads
of the Business Lines.

Consolidated financial statements are prepared monthly according
to the same overall process as for the annual financial statements.
The internal control procedures required to produce reliable
accounting information are defined at Group level and implemented
locally. These include a physical inventory of both fixed assets and
inventories, segregation of tasks and reconciliation with independent
sources of information.

A dedicated team is in charge of aligning accounting policies
throughout the Group, monitoring changes in applicable financial
reporting standards, updating accounting manuals for all the
subsidiaries and dealing with any issues they may raise.

Statutory and management accounting data are reported simulta-
neously by the subsidiaries, and programmed controls verify that
the main indicators — such as revenue and operating income — are
consistent between the two sets of data. Statutory accounting data
received from the subsidiaries are checked for consistency and then
consolidated to produce the Group’s financial statements.

Monthly changes in consolidated data are systematically analyzed.
Differences between forecast and actual management accounting
data are reviewed in detail every month by the Group Executive
Committee and the Business Lines.

At every interim and annual closing, the Regional Directors certify in
writing that, to the best of their knowledge, the separate accounts
submitted by the companies within their region provide a true and
fair view of the results of their operations. This statement specifically
covers a number of issues that could significantly affect the financial
statements in the event of non-compliance (e.g., applicable laws
and regulations and contractual provisions) or occurrence (e.g.,
disputes or fraud).

The Investor Relations Department, which forms an integral part of
the Corporate Finance Department, is responsible for preparing and
disclosing all of the Group’s financial information to the investing
community. Financial information is disclosed in three main forms:

» the Registration Document and the Annual and Sustainable
Development Report;

» financial press releases;
» presentations to analysts and investors.
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The design and preparation of the Registration Document and the
Annual and Sustainable Development Report are coordinated by
the Investor Relations Department and approved by the Managing
Chairman, with significant input from the Group Legal Affairs
Department and the Sustainable Development and Mobility teams.
Both of these documents contain extensive, high-quality information
drawn from contributions by a range of specialists in the Group’s
main fields of operations.

Financial press releases are written by the Chief Investor Relations
Officer; those that announce earnings are also reviewed by the
Supervisory Board.

Presentations to analysts and investors are prepared by the Investor
Relations Department under the supervision of the Corporate
Finance Department.

/ Management of accounting and finance internal
control

Group managers can detect any weaknesses in their internal control
processes through the systems used to manage their operations.
In addition, internal reviews are performed in the units by their
specialized experts. Information generated by the management
systems is analyzed by the Budget Control teams and reported to
the managers concerned for inclusion in the scorecards used to
manage their operations. A management scorecard is also prepared
for the Group Executive Committee, enabling it to track the Group’s
business month by month. On a quarterly basis, similar reports
are presented in an appropriate format to the Supervisory Board.
The Corporate Finance Department is responsible for ensuring the
relevance and consistency of this management data.

The Corporate IT Department is in charge of overseeing IT policies
and the corresponding resources. The internal control procedures
contained in the Group’s Quality System include rules relating to
data access and protection, the development of applications, and
structuring and segregating development, process engineering and
production tasks.

/ Recurring assessments of the accounting
and financial information preparation process

Self-assessments

To ensure that the work carried out to comply with France’s Financial
Security Act delivers lasting improvements, the Accounting and
Financial Internal Control Department reports to the Corporate
Finance Department. It is responsible for managing internal control
processes and for overseeing work on financial internal control with
a view to providing reasonable assurance that the Group’s financial
information is reliable and that its assets are safeguarded.

It defines internal control standards, coordinates and sets up internal
control information systems and day-to-day management procedures.

It also assists the network of internal controllers in the Regions
and main areas of operation in implementing these systems and
procedures.

Its role includes:

» standardizing internal control best practices and training regional
correspondents in their use;

» regularly updating key risks by process;

» defining major control issues in conjunction with the owners of
the processes concerned,;

» drafting control guidelines and manuals and preparing internal
control tests;

» mapping the issues for which controls are applied in the different
Group organizations;
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» overseeing the regional managers and managers of operational
areas concerned;

» structuring the internal control network;

» interfacing with the other stakeholders in the relevant processes,
such as process owners, risk managers and internal and external
auditors;

» advising on the implementation of transformation projects and
programs.

In 2017, the worldwide application for monitoring the entire financial
internal control process in place since 2009 was upgraded based
on a standard commercial software solution. The new application
continues to leverage the guidelines and principles defined in
previous phases undertaken since 2004. The model will continue
to be extended to cover additional processes and legal entities.
This self-assessment system encompasses the following 17 processes:

» purchasing, from ordering to supplier payment;
» sales, from customer order to payment;
» credit management;

» management of inventories (raw materials, semi-finished and
finished products, and spare parts);

» inventory valuations;
» financing and financial risk management;

» management of intra-Group transactions (transfer pricing and
elimination of intra-Group balances);

» identification of on and off-balance sheet commitments;

» information systems management and administration (general
IT testing);

» accounts closing;
» project and fixed asset management;
> taxes,

» personnel management (compensation, benefits and travel
expenses);

» consolidation;
» investor relations;
» mergers/acquisitions/divestments;

» management of customs affairs, including the Group’s customs
management processes, import/export management, supervising
freight forwarders, organizing delegations of authority, customs
documentation, etc.

At every company covered by the system, the key internal control
activities for each process are self-assessed and improved by the
line personnel concerned every year.

Internal Controller reviews

The key controls for every process are tested on every site at least
once every four years and more often where necessary. The results of
tests conducted by internal controllers are shared with the external
auditors of the Group’s companies, so that they can capitalize on
the findings and strengthen their own external audit procedures.

Action plans

In each company, action plans are prepared to address the identified
areas for improvement and are implemented by line personnel.
More generally, this approach is integrated into the continuous
improvement process, which is also supported by the findings of
the external and internal auditors. As well, this self-assessment
and testing system is applied to the five core components of the
internal control process, as defined by the Committee of Sponsoring
Organization of the Tradeway Commission: control environment,
risks assessment, control activity, information and communication,
and internal control management.



Action plans are generally scheduled for completion within two years
for 80% of compliance shortfalls, excluding information system
issues, which take longer to resolve and require more resources.

Findings of the Financial Internal Control assessment

The Regional Directors and the Process Owners are responsible for
their internal control compliance, with accountability supported
by annual objectives. The findings of the Financial Internal Control
assessment and the implementation of the action plans are tracked
by the line management concerned and consolidated at Group level.

They are periodically presented to the Corporate Finance Department’s
Finance Committee, to the managers in charge of the relevant
processes and areas of operation, and to the Regions concerned.

The Audit Committee provides the Supervisory Board with status
reports on the assessment process.

29.31)

This is a level 1 risk for semi-finished products,
whose continuity of supply is critical for
a number of finished product plants

Business interruption risk

/ Risk factors

The Group's tires are produced in two stages. First, semi-finished
products are manufactured for use as components, which are then
processed and assembled to produce the finished products that
make up the different types of tires we sell. Consequently, any
business interruption incident at a semi-finished product facility
could have a serious impact, given that its output may be used by
several different finished product plants.

There are a variety of external and internal factors that can give rise
to business interruption risk for either type of production facility.
External risk factors include (i) supply shortages, which could
jeopardize the output of semi-finished products and have a serious
knock-on effect on the production of finished products, (i) natural
disasters, particularly in high-risk Regions such as the United States
(tornadoes) and Asia (flooding), and (iii) regulatory or geopolitical
changes. Internal sources of business interruption risk include fire,
IT failures and other technical problems.

/ Risk management response

To effectively anticipate and manage business interruption risk,
Michelin has set up a specific plan focused on the following three
action areas:

1. prevention, by stepping up training for plant staff, conducting
technical inspections, securing component supply, strengthening
fire safety measures, and strategically selecting plant locations;
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2. protection, by keeping buffer inventory of replacement parts for
critical equipment, performing regular maintenance, multi-sourcing
finished-product inputs, developing multi-sourcing among
component suppliers, and striking the right balance between
insourcing and outsourcing of component production;

3.management, notably by deploying a Business Continuity
Management process for all production activities. This process
makes it possible to respond swiftly in the event of a crisis,
by quickly transferring a production line to another plant and
identifying critical products so that strategic decisions can be
made ahead of time.

2.9.3g)

This is a level 1 risk, because a tire includes
more than a hundred different chemicals,
some of which are highly specific, and their
continuous availability is critical to production

Supply continuity risk

/ Risk factors

Every year Michelin purchases nearly €13 billion worth of goods and
services from around 50,000 different suppliers. These purchases
may be broken down into three families:

1.raw materials, divided into eight categories: natural rubber,
monomers, elastomers, fillers, chemicals, oils and resins, textile
reinforcements and metal reinforcements;

2.industrial inputs, mainly engineering services for building new
plants and improving existing facilities;

3. services, primarily logistic, financial, advertising, consulting and
industrial services.

The Group is therefore exposed to three types of risk factors related

to supply continuity:

» any imbalance between supply and demand can lead to tighter
markets, which in turn can create supply difficulties for rare,
high-demand or single-source raw materials;

» the scarcity of certain components can make the Group dependent
on their suppliers. For example, consolidation in commodity
markets can exert pressure on the supply chain;

» certain regulatory constraints — such as the tightening of
environmental regulations in Europe, the United States and a
number of emerging markets — can impact the operations of
some suppliers.

The Group is also exposed to the risk that one or more suppliers
may cease trading, which can happen for a wide variety of reasons
including financial difficulties, a deliberate decision to withdraw
from an insufficiently profitable business, termination of production
following acquisition by a competitor, or the closure of a production
facility as a result of a fire, explosion, natural disaster or geopolitical
event.
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/ Risk management response

To more effectively anticipate, prevent and manage supply continuity
risks, procedures have been introduced to centralize purchasing
across the globe. The procedures are also designed to anticipate
and manage risks more effectively. More generally, a variety of
risk management measures have been implemented across the
organization to deal with every type of supply continuity risk. These
include training employees in this issue to improve risk planning,
conducting audits of critical suppliers’ business continuity plans,
signing multi-year contracts with the main suppliers, looking for
new suppliers, maintaining strategic buffer inventory for critical
products and seeking substitute products when certain commodities
become scarce.

2.9.3 h) Property security risk
Risk level 2

/ Risk factors

The main property security risk is fire, both in production processes
and in storage areas for raw materials and finished products. However,
very few significant fire incidents have been reported Group-wide.

/ Risk management response

To manage this risk, Michelin developed the proprietary High
Protected Risk Michelin (HPRM) standard, which covers prevention,
protection, early detection and rapid response. A corporate
team of risk management experts oversees a network of on-site
correspondents to ensure that the standard is properly applied. In
addition, existing facilities are currently being upgraded to HPRM
standards. All new projects are audited by an Environmental
and Prevention expert for HPRM-compliance using a proprietary
application. Feedback and best practices are systematically shared
across the organization and formally documented. Thanks to
effective application of this standard, in the past decade no fire
or other industrial accident at any of Michelin’s sites worldwide
has caused serious injury to employees, damage to Group or
third-party assets, or an adverse environmental impact.

2.9.3i)

Risk level 1: Given Michelin’s heavy investment
in innovation, protecting its expertise

is essential to maintaining its technological
leadership

Knowledge retention risk

/ Risk factors

One of Michelin’s competitive advantages stems from the ability to
sharply differentiate its products and services thanks to continuous,
sustained innovation. Consequently, protecting its knowledge,
expertise and any and all trade secrets is a key factor in maintaining
its leadership and driving its future growth.
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The Group is exposed to risks in its cooperation with external
stakeholders, including consumers, suppliers, partners, subcontractors
and academic institutions. Likewise, it is dependent on the information
systems used to store and share sensitive information.

Michelin is also exposed to risks relating to a fast-changing business
environment, in which security breaches and piracy are becoming
increasingly sophisticated and require constant vigilance and
responsiveness from the IT teams. In addition, the Group has to take
into account the growing use of social networks and the resulting
risk of information leakage.

Sensitive information mainly concerns products, services, materials,
procedures, equipment, technigues and methods, as well as design,
testing and manufacturing data. However, information about
production, research, marketing and other business strategies, as well
as consumer and supplier databases, also risks being lost or stolen.

/ Risk management response

To prevent the risk of Michelin know-how and/or expertise being
disclosed or lost, the Group safeguards its intellectual property by
means of a policy based on a broad vision of what constitutes a
trade secret and, whenever possible or appropriate, by filing patent
applications. Operating markets are therefore closely monitored to
ensure that our intellectual property rights are not infringed.

In the last decade, for example, the patent portfolio has tripled to
more than 2,000 active patents. Sensitive information and assets
are also protected by physical and logical security systems.

2.9.3j)
Risk level 2

Human resources risk

/ Risk factors

Michelin’s strategy for the years ahead is built on four pillars:
innovating with passion, growing to serve our customers, improving
competitiveness across the board and moving forward together (with
mutual commitments between the Company and its employees).
With this in mind, we need to refresh and adapt our capabilities
both to support our growth in emerging markets and to replace
employees who are nearing retirement age, especially in the mature
markets. This means upgrading current skills-sets, and incorporating
new ones, transferring knowledge and expertise, and encouraging
employee mobility, both geographically and across businesses.
For these reasons, maintaining our appeal as an employer and
enhancing our induction, training and skills development initiatives
for new hires will act as key enablers over this period.

Moreover, in a fast-moving competitive environment, being unable
to attract and retain talent worldwide or effectively transfer our
culture and expertise represents a significant risk that could prevent
us from meeting our objectives.



/ Risk management response

To refresh and sustainably nurture its capabilities, Michelin has
undertaken a large number of initiatives to attract the best talent
and ensure the effective transfer of knowledge and expertise
among employees. In addition, mobility among units, job-tracks
and countries is strongly encouraged. The Group has a network of
experienced in-house trainers. In 2018, the percentage of training
hours per total hours worked was 3.1%.

Note as well that in North America, the United Kingdom and certain
other Regions, employee benefits include defined benefit pension
plans, which represent a long-term benefit payment obligation for
the Group. Michelin’s total obligation for pension plans and other
employee benefits amounted to €10.1 billion as of December 31, 2018,
including €7.3 billion in partially or fully funded commitments. At
the same date, the related plan assets totaled €6.3 billion. The main
factors that affect the amount of the employee benefit obligation
are returns on plan assets, actuarial assumptions (including the
discount rate), experience adjustments, changes in legislation and
plan amendments. An adverse change in one or more of these
factors could result in a significant increase in the amount of the
obligation and consequently require the Group to make additional
contributions to make up for the funding shortfall.

For further information on the financing of employee benefits please
refer to note 27 to the consolidated financial statements, which
gives a breakdown of provisions for employee benefit obligations.

2.9.3k)
Risk level 2

Legal and tax risks

/ Risk factors

By virtue of its size, industry, global footprint and diverse businesses
and processes, Michelin faces a certain number of legal and tax risks.
Among the legal risks that affect all international manufacturing
companies, the Group is exposed to the following:

» antitrust risks: due to the size of our market share, we have to be
particularly vigilant about our position vis-a-vis the competition;

» product liability risks, reflecting the safety issues associated with
our products;

» intellectual property risks: in view of the important role that
innovation plays in our business model, our knowledge and expertise
have to be protected by carefully and diligently managing our
trade secrets and by filing patent applications where appropriate.
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/ Risk management response

The Corporate Legal Affairs Department constantly monitors the
regulatory landscape to identify any changes or developments.
More specifically, it supports the contract management process by
systematically reviewing sale and purchase agreements. It has also
devised an internal program aimed at ensuring compliance with
antitrust laws and has set up product liability insurance coverage.

Meanwhile, the Tax Department, which reports to the Corporate
Finance Department, has put in place its own system for tracking
changes in tax legislation.

Lastly, Michelin believes that as of the date this document was
prepared there were no non-recurring events or governmental, legal
or arbitration proceedings either in progress or impending that would
be likely to have or had in the past 12 months a material impact
on the Group’s financial position, earnings, operations or assets.

For further information on legal and tax risks, please refer to
note 29 to the consolidated financial statements, Provisions and
other non-current liabilities.

2.9.31) Risks relating to data, digital

technology, information technology
and information systems

This is a level 1 risk, because Michelin, like any
organization using information technology,
is exposed to the risk of cyber-attacks

/ Risk factors

Michelin’s business relies on state-of-the art information technology,
systems and infrastructure (datacenters, servers and networks).

Over the past ten years, we have extensively overhauled our information
technology and systems, building on both legacy assets and those of
the successive companies acquired. Our broad geographic footprint
and highly diverse business base, product ranges and procedures all
make for a complex environment, with the result that our information
system has several thousand applications, a thousand or so main
servers and around 100 datacenters.

To cite just a few of the major changes, management of IT infras-
tructure (servers, networks and datacenters) has been outsourced,
partnerships have been formed to develop applications, and data
hosting sites have been centralized. As a result, we are becoming
more dependent on our partners for deploying and maintaining
our IT infrastructure and software and are particularly exposed to
the risk of a service interruption by a key provider. Other IT risk
factors may include security breaches, piracy, theft of knowledge,
expertise or confidential information, the shutdown of one or several
systems due to an IT failure, obsolescence of an information system
component (e.g., an application or server), and regulatory changes,
notably concerning the Internet (licenses, copyright, personal data
protection, etc.).

MICHELIN - 2018 REGISTRATION DOCUMENT 79



REPORT OF THE MANAGERS
Risk Factors

/ Risk management response

To deal with the above-described IT and information systems risks,
multi-year action plans have been prepared based on the following
measures: (i) closely tracking contractual terms and conditions to be
able to respond in the event of service provider default, (ii) reinforcing
the physical and logical security of IT systems, (iii) systematically
reviewing IT continuity needs and putting in place IT recovery plans,
and (iv) replacing obsolete components with new ones or a solution
combining several applications. The internal auditors periodically
monitor and analyze these measures to ensure that they are effective
and are being correctly applied.

2.9.3 m) Risks relating to deployment
of the Group's strategy

Risk level 2

Major projects

/ Risk factors

In view of the tire market’s medium- to long-term structural growth
prospects, Michelin plans to maintain its capital expenditure
commitment in coming years, investing between €1,500 and
€1,800 million a year, excluding acquisitions and depending on the
outlook for its host markets. There are three types of major projects.

The first are growth projects, which are mainly focused on manufac-
turing facilities and aimed at increasing production capacity.
For example, the Group recently commissioned a new synthetic
elastomer plant in Indonesia and a Passenger car tire plant in Mexico.

The second are business transformation projects designed to help
us better respond to customer expectations while also optimizing
our business processes. The OPE Business Management System
project aims to drive gains in administrative process efficiency,
sharply improve supply chain responsiveness and increase the plants’
responsibility for customer service.

The third are technological innovation projects to support the
development of new components or new products. Examples
include metal 3D printing and the MICHELIN EvoBib agricultural tire.

Michelin is therefore exposed to a number of risks that may arise
when implementing major projects, such as the risk of a project
falling out of alignment with corporate strategy or failing after not
meeting its milestone or budget targets.
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/ Risk management response

To effectively manage the risks that may arise on major projects, the
Group has deployed both an annual process to allocate the resources
required for their successful completion and a governance system
for the entire project portfolio. In addition, to ensure consistent
implementation, standard project management methods defined
at Group-level are used across the organization. Each major project
has its own governance framework, with responsibilities allotted
among the project owner, the project manager and the project
contributors. Coaches are also assigned to major projects to support
project managers in leading the project and managing change.

Lastly, quality controls are performed to ensure that any potential
risks have been identified and addressed in line with Group practices.
In addition, major projects are audited by the Group Quality, Audit
and Risk Management Department.

Mergers and Acquisitions

/ Risk factors
Several risks are inherent in the mergers and acquisitions process:

» before the signing:
e risk of overestimating the value of the target,
e pre-existing ethical, tax, environmental, intellectual property,
legal and other risks in the target,
e risk of market leaks concerning the planned transaction,
e exchange rate risk between signing and closing;

» After the closing:
e risk that expected synergies may not be achieved,
e risk of losing key employees.

/ Risk management response

The risk of overvaluing the target is attenuated by using a variety of
valuation methods (EBITDA multiples, discounted cash flow, ratios
on similar deals) and comparing their results, sometimes with the
support of an advisory bank.

Each acquisition is subject to very thorough due diligence with the
support of internal and/or external specialists. In this way, all of
the risks in the acquired company are identified so that the Group
can protect itself either by (i) deducting the financial cost of the
risks from the purchase price; (i) covering the risks by escrowing a
portion of the proceeds corresponding to their costs; or (i) making
an informed decision to proceed.

To prevent leaks, strict confidentiality and embargo procedures are
applied throughout the acquisition process.

Exchange rate risks are addressed in the acquisition procedures
and hedged.

An integration plan led by an integration project manager is designed
and implemented, with results reported using an appropriate
procedure.

The risk of losing key employees following the acquisition is covered
by a highly detailed plan, supported as necessary by appropriate
retention programs.
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2.10 MATERIAL CONTRACTS

There are no material contracts other than those concluded in the ordinary course of business.

2.11 INFORMATION CONCERNING SUPPLIER PAYMENTS

(Provided in compliance with Articles L. 441-6-1 and D. 441-4 of the French Commercial Code)

TRADE RECEIVABLES

Article D.4411.-2°: invoices issued and past due at December 31, 2018

1to 31to 61to More than

30 days 60 days 90 days 90 days UL

0 days

(A) Breakdown of past due payments:

Number of invoices

Total amount of invoices (including
tax)

442 442

Percentage of total sales for the period
(including tax)

0.15% 0.15%

(B) Invoices excluded from (A) relating
to disputed or unrecognized payables
and receivables

Number of invoices excluded

Total amount of invoices excluded

(C) Reference payment terms used
(contractual or statutory pursuant
to Article L. 441-6 or L. 443-1 of the
French Commercial Code)

30

Reference payment terms used to
calculate past due payments

Contractual terms agreed at initial recognition of the trade receivable 30

TRADE PAYABLES

Article D. 4411-1°: invoices received and past due at December 31,2018

More than

0 days 1to30days 31to60days 61to90days 90 days

TOTAL

(A) Breakdown of past due payments:

Number of invoices

23 3 8 34

Total amount of invoices (including
tax)

53,625 (4,924) 7,488 56,189

Percentage of total purchases for the
period (including tax)

0.01% 0.00% 0.00% 0.01%

(B) Invoices excluded from (A) relating
to disputed or unrecognized payables
and receivables

Number of invoices excluded

Total amount of invoices excluded
(including tax)
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Material changes in the Company’s business or financial position

2.12 MATERIAL CHANGES IN THE COMPANY'S BUSINESS
OR FINANCIAL POSITION

There were no material changes in the Company’s business or financial position between February 11, 2019 (the date of the Statutory
Auditors’ Report) and the date on which this Registration Document was filed with the Autorité des marchés financiers.

2.13 INFORMATION DISCLOSED IN COMPLIANCE
WITH FRANCE'S GRENELLE 2 ACT

The 2018 social, societal and environmental information disclosed in compliance with Article 225-102-1 of the French Commercial Code,
as well as the Auditors’ review report, may be found in section 6, “2018 Employee, Societal and Environmental Information”.

2.14 DISCLOSURES PURSUANT TO FRANCE'S DUTY OF
CARE ACT APPLICABLE TO PARENT COMPANIES
AND SUB CONTRACTING COMPANIES

The 2018 duty of care plan, which outlines the risks that the Group and its main subcontractors face in relation to the environment, public
health and safety and human rights, pursuant to the French Duty of Care Act (No. 2017-399) of March 27, 2017, is presented in section 6
“2018 Employee, Societal and Environmental Information” (6.8).

82 MICHELIN - 2018 REGISTRATION DOCUMENT



REPORT OF THE MANAGERS
Administrative, Management and Supervisory Bodies

2.15 ADMINISTRATIVE, MANAGEMENT AND SUPERVISORY BODIES

Tire manufacturing is a capital-intensive industry in which the pace

of technological innovation is relatively slow. It is therefore essential

to be able to devise long-term plans and follow them through.

Throughout its history, Compagnie Générale des Etablissements

Michelin (CGEM), the Group’s parent company, has been organized

as a partnership limited by shares (S.C.A.).

This partnership model offers three main advantages:

» it aligns Group management decisions with shareholder interests;

» it guarantees clear segregation of management and supervisory
powers;

» it fosters direct ties with each shareholder, as all shares must be
registered.

There are two partner categories.

The limited partners or shareholders, who provide capital, elect the

members of the Supervisory Board and the Managers and approve

the financial statements presented by Management.

2.15.1 AN EXPERIENCED, STABLE AND RESPONSIBLE MANAGEMENT TEAM

2.15.1 a) Members
Michelin is led by three Managers:

» Jean-Dominique Senard, Managing General Partner and Managing
Chairman;

» Florent Menegaux, Managing General Partner elected May 18, 2018;
» Yves Chapot, General Manager elected May 18, 2018.

Managing General Partners must each own at least 5,000 qualifying
shares in the Company.

At the Annual Shareholders Meeting on May 13, 2011, on the
recommendation of the General Partners, the shareholders voted
to amend the Company’s Bylaws:

» in order to establish a four-year term for Managers elected
for the first time by the Annual Shareholders Meeting on the
recommendation of the Supervisory Board;

» to provide that this four-year term would be renewable at the
initiative of the Non-Managing General Partner (SAGES @), with
the agreement of the Supervisory Board of CGEM.

Previously, the only restriction on a Manager’s term was an age
limit of 72.

The term of office as Managing General Partner of Jean-Dominique
Senard was renewed in 2014 for four years, and will expire at the
close of the Annual Shareholders Meeting to be called in the first
half of 2019 to approve the financial statements for 2018 ®.

When the two new Managers were elected by shareholders on
May 18, 2018, Mr. Senard, who previously served as Managing
Chairman in his capacity as sole Manager, was re-appointed
Managing Chairman until his term of office as Manager expires
on the date mentioned above.

(1) For biographical details, please refer to section 2.14.4
(2) For details about SAGES, please refer to section 4.1.4.
(3) See the press release published on February 3, 2014.

Their liability is limited to the amount of their investment. All Michelin
shares are registered, which enables the Group to better understand
the expectations of its shareholders, who receive a return on their
investment in the form of a dividend.

The General Partners, who have unlimited personal liability for
the Company’s debts. They can be relieved of this liability only by
decision of the shareholders in an Extraordinary Meeting. The General
Partners may be shareholders, but may not take part in any votes
to elect Supervisory Board members or appoint Statutory Auditors.
The General Partners receive a share of the Company’s profits in
accordance with its Bylaws, subject to shareholder approval at the
Annual Shareholders Meeting.

Since May 18, 2018, Michelin has had three General Partners:
Jean-Dominique Senard, Managing Chairman and Managing General
Partner, Florent Menegaux, Managing General Partner and Société
Auxiliaire de Gestion (SAGES), Non-Managing General Partner.

2.15.1 b) Role and responsibilities

The Managers, under the authority of the Managing Chairman,
are responsible for administering and managing the Company.

Their core responsibilities are to:
» define and implement the Group’s strategy;
» lead the Group’s business;

» establish internal control and risk management procedures and
oversee their implementation;

» approve the financial statements of the Company and the Group;
» define financial information policies;
» prepare the various reports to shareholders.

These responsibilities are fulfilled under the oversight of the
Supervisory Board.

The Group’s operations are organized into three operating segments
(Automotive, Road Transportation and Specialties) dedicated to
serving their global markets with products and services offered
through 14 Business Lines.

Based on the needs identified by the Regions, the Business Lines
define their strategy for designing market-leading products and
services aligned with their competitive environment.

The ten Regions are the direct points of contact with customers.
Leveraging their close proximity to local markets and consumers, they
identify key needs and market the products and services developed
by the Business Lines. They represent the Group in the region and
are responsible for customers’ satisfaction.
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Operational support is provided by eight Operating Departments, which
oversee the cost-effective design, manufacturing and organization
of product and service flows to meet our customers’ expectations:

» Research & Development Department;

» Development of Service Technologies Department;

» Manufacturing Department;

» Supply Chain Department;

» Customer Experience;

» Purchasing Department;

» Operations Quality Guarantee Department;

» Corporate Business Services (CBS) Department.

Support functions, broken down into:

» local services integrated into the organization of the Regions;

» globalized platforms providing the best service to business and
operating units in terms of cost, quality and lead times.

A streamlined Corporate Unit: responsible for spearheading design
and overall strategy as well as regulating interactions between the
various entities and ensuring local initiatives are in line with the
Group’s project, the Corporate Unit focuses on the areas of Strategy,
Organization, Digital, External Relations, Communication & Brands,
Sustainable Development, Quality, Risk Management, Audit, Legal,
Human Resources, Finance and IT.

The Managing Chairman is assisted by the Group Executive Committee
comprising the following members as of March 28, 2019:

» Yves Chapot, Manager and Chief Administrative and Financial
Officer effective July 31, 2019;

» Sonia Artinian-Fredou, Executive Vice-President, Services
& Solutions, High-Tech Materials;

» Laurent Bourrut, Executive Vice President, Road Transportation
Segment, overseeing the Europe Regions;

» Adeline Challon-Kemoun, Executive Vice President, Brands,
Sustainable Development, Communication and Public Affairs;

» Scott Clark, Executive Vice President, Automotive Segment,
overseeing the North, Central and South America Regions;

» Jean-Christophe Guérin, Executive Vice President, Manufacturing;

» Serge Lafon, Executive Vice President, Specialties Segment,
overseeing the Africa/india/Middle East, China, East Asia & Australia
Regions;

» Jean-Claude Pats, Executive Vice President, Personnel;

» Eric Vinesse, Executive Vice President, Research and Development.

A Group Direction Committee (CDG) with cross-functional responsi-
bility monitors transformation, competitiveness, diversity and the
integration of acquisitions. It manages the development of the
Corporate & Business Services (CBS), internal control, quality and
risk management, and supports the development of high-potential
employees. Alongside the functions represented on the CEG, the
CDG will represent a panel of métiers and regions, ensuring that
decisions have broad roots in the Company. The CDG will bring
together the following entities:

» Strategy (reporting to the Managing Chairman, Manager);
» Purchasing;

» CBS;

» Finance (reporting to the Chief Financial Officer, Manager);
» Legal;

» Quality, Audit, Internal Control and Risk Management;

» Supply Chain;

» Information Systems;

» as well as the China and North America Regions.

2.15.1¢) Liability

The Managing General Partners have unlimited personal liability
for the debts incurred by Compagnie Générale des Etablissements
Michelin. This offers shareholders a rarely found level of assurance
that the Group is run in their medium- to long-term interests,
particularly during times of volatile markets or economic crisis.
It also means that the Managers are especially vigilant in their
management of corporate risks.

Consistent with this long-term commitment, the Managing General
Partners may not relinquish their status as General Partners without
the prior approval of shareholders given at an Extraordinary Meeting.
They are therefore bound to assume the long-term consequences
of the Group’s management decisions.

2.15.2 STRICT SEPARATION BETWEEN MANAGEMENT AND THE SUPERVISORY BOARD,
AUDIT COMMITTEE AND COMPENSATION AND APPOINTMENTS COMMITTEE

The membership, structure, responsibilities and committees of the
Supervisory Board and the description of its activities are included
in section 4 of the Corporate Governance Report.

The Supervisory Board exercises permanent oversight of the Company’s
management and assesses its quality on behalf of the shareholders,
presenting a report thereon at each Annual Shareholders Meeting.

Its oversight procedures include:

» reviewing the separate and consolidated financial statements
approved by the Managing Chairman;

» assessing the quality of the Group’s financial information;

» assessing the Group’s internal control and risk management systems;
» reviewing strategic roadmaps and their implementation;

» ensuring that shareholders’ rights are respected.
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The Supervisory Board is regularly informed about the Group’s
strategy and outlook.

In addition, pursuant to the Board’s internal rules, the Managing
Chairman must submit to the Board details of any planned capital
projects, proposed new commitments to dispose of assets or possible
business acquisitions representing material amounts before any
final decision is made.

Lastly, in application of the Bylaws, the Board's internal rules and the
internal rules of the Compensation and Appointments Committee,
the Supervisory Board must express an opinion on or approve
(depending on the case) all decisions concerning the Managers
(election, re-election and removal from office of a Managing General
Partner or the Managing Chairman) and the determination of the
compensation packages for Managing General Partners and the
Managing Chairman.
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2.15.3 SAGES, A NON-MANAGING GENERAL PARTNER, GUARANTEEING THE COMPANY'S

LONG-TERM VIABILITY @

In application of CGEM's Bylaws, Société Auxiliaire de Gestion (SAGES)
is a Non-Managing General Partner of CGEM and consequently has
unlimited liability for the Company’s debts. General Partners can
be relieved of this liability only by decision of the shareholders in
Extraordinary Meeting. The General Partners may be shareholders,
but may not take part in any votes to elect Supervisory Board
members or appoint Statutory Auditors.

As SAGES is not a Manager, it is not authorized to play any part in
the Company’s management. However, if the position of CGEM'’s
Manager were to fall vacant, SAGES would take on the Manager’s
role for an interim period and would be responsible for calling an
Extraordinary Shareholders Meeting to elect a new Manager.

As well as assuming liability for CGEM’s debts, in its capacity as
General Partner, SAGES is responsible for recommending candidates
for election as Manager at the Shareholders Meetings, the re-election
of Managers or their removal from office, after obtaining the
agreement of the Supervisory Board.

SAGES is a French société par actions simplifiée (joint stock company)
registered in Clermont-Ferrand under No. 870 200 466.

SAGES has three groups of shareholders — members of the founding
family, current and former Michelin executives and qualified persons
from outside the Group — each of which has the same proportionate
shareholding and the same number of seats on its Board of Directors.

To enable SAGES to assume its liability as Non-Managing General
Partner of CGEM, at least 30% of its distributable earnings (derived
mainly from the share of profits paid by CGEM in accordance with
CGEM’s Bylaws) is allocated to a contingency reserve fund set
up purely for the purpose of covering any losses that may result
from its liability as CGEM’s General Partner or, on an exceptional,
interim basis, as Manager. At least 50% of the reserve is invested
in CGEM shares.

2.15.4 ADMINISTRATIVE, MANAGEMENT AND SUPERVISORY BODIES,

AND EXECUTIVE MANAGEMENT

2.15.4 a) Executive Management

JEAN-DOMINIQUE SENARD

Born in 1953

Experience:

Graduate of HEC business school, MA in Law.

From 1979 to 1996, held various management positions in finance
and operations at Total then Saint-Gobain.

Joined Pechiney in 1996 as Chief Financial Officer and member
of the Executive Committee, then Director, Primary Aluminum
Division, until 2004.

Subsequently appointed as a member of Alcan group’s Executive
Committee and Chairman of Pechiney S.A.

(1) See section 2.14.4 for biographical details about the Chairman of SAGES.

Joined Michelin in 2005 as Chief Financial Officer and member of
the Executive Council, becoming General Manager in 2007.

Business address:

Compagnie Générale des Etablissements Michelin
23, place des Carmes-Déchaux

63000 Clermont-Ferrand

France
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FLORENT MENEGAUX
Born in 1962
Experience:

After graduating with a degree in finance, management and
economics, Florent Menegaux joined Price Waterhouse in 1986
as a consultant. He was soon appointed manager, specializing in
interest rate risk control and management for banks.

In 1991, Exel Logistics France, a logistics and transportation
company, offered him the position of Finance Director. Six months
later, he was promoted Managing Chairman. From 1995 to 1996,
Florent Menegaux was Managing Chairman of the General Cargo
Transport division for the Norbert Dentressangle group.

In 1997, Florent Menegaux joined Michelin as Commercial Director
for Truck tires in the United Kingdom and the Republic of Ireland.
In 2000, Michelin appointed him Sales Director for Truck tires Original
Equipment and Replacement markets for North America. In 2003,
he became head of Truck tires for South America.

In 2005, he was appointed head of the Africa — Middle East region.

In January 2006, Mr. Menegaux became responsible for the Group’s
Passenger car and Light truck tire Replacement Business Unit for
Europe, before being appointed to the Group Executive Committee
as Executive Vice President, Passenger car and Light truck Product
Line in 2008. He also oversees Michelin's Motorsports activities and
Materials business.

In December 2014, he was appointed Chief Operating Officer and
then Senior Executive Vice President of the Michelin Group in 2017.
Since January 2018, he has also overseen the Group’s Business
Departments, and the Manufacturing, Supply Chain and Customer
Experience Operational Departments.

Mr. Menegaux was elected Managing General Partner of the Group
on May 18, 2018.

Business address:

Compagnie Générale des Etablissements Michelin

23, place des Carmes-Déchaux

63000 Clermont-Ferrand

France

YVES CHAPOT

Born in 1962

Experience:

Yves Chapot holds a degree as a certified public accountant.

After an initial work experience at the Arthur Andersen consulting
and audit firm, Yves Chapot joined the Michelin Group in 1992,
assuming various management responsibilities within the internal
audit team.

In 1997, he was appointed Managing Chairman for Taurus in
Hungary. In 1999, he became Chief Financial Officer for Europe.

From 2005 to 2012, he was responsible for Michelin China. From
2007 to 2009, he was also in charge of the Passenger car and Light
truck tire business for Asia.

In 2012, he was named head of Euromaster, before being appointed
to the Group Executive Committee as Executive Vice President,
Distribution in December 2014.

2.15.4 b) Supervisory Bodies

In March 2017, he was appointed Executive Vice President for the
Passenger car and Light truck Product Line.

In January 2018, Mr. Chapot became Executive Vice President,
Automotive Business Lines. He oversees the Automotive B2C Global
Brands, Automotive B2C Regional Brands, Automotive Original
Equipment Business Lines, and the following three Regions: Africa,
India & Middle East, East Asia & Australia, and China.

Mr. Chapot was elected General Manager of the Group on
May 18, 2018.

Business address:

Compagnie Générale des Etablissements Michelin
23, place des Carmes-Déchaux

63000 Clermont-Ferrand

France

OLIVIER BAZIL
Born in 1946 — French national
Experience:

Olivier Bazil is a Director of Legrand* and a Member of the Board's
Strategy Committee and Nominating and Governance Committee.

He has spent his entire career with Legrand, which he joined in 1973
as Deputy Company Secretary before going on to become Chief
Financial Officer (1979), a Director (1989), Deputy Managing Chairman
and a Member of the Executive Committee (1994), and then Vice
Chairman of the Board of Directors and Chief Operating Officer.

He is a graduate of HEC and holds an MBA from Harvard Business
School.

*  Listed company.
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Business address:

Legrand

128, avenue de Lattre de Tassigny
87000 Limoges

France
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BARBARA DALIBARD

Born in 1958 — French national

Experience:

Barbara Dalibard is currently Managing Chairman of SITA. Her previous
positions included Managing Chairman of SNCF Voyageurs, member
of the France Telecom group Management Committee in charge
of enterprise communication solutions, and various management
positions within France Telecom and Alcatel.

Business address:
SITA

26, chemin de Joinville
P.O. Box 31

1216 Cointrin

Geneva

Switzerland

ANNE-SOPHIE DE LA BIGNE

Born in 1960 — French national

Experience:

Since 2008, Anne-Sophie de La Bigne has been Vice President
in charge of civil affairs in the Public Affairs Division, France, at
Airbus Group*.

She began her career in 1983 as a financial controller with the
Matra group before joining the Strategy & Business Development
Department of the Lagardére group, where she worked from 1985
to 1999.

She subsequently became Head of the Strategic Analysis Department
at Aerospatiale Matra/EADS, a position she held until 2001.

Between 2001 and 2006, she served as Vice President, Strategy
and European Affairs, at Groupement des Industries Francaises
Aéronautiques et Spatiales (GIFAS) and, from 2006 to 2007, she
was responsible for international corporate relations in EADS’ Public
Affairs Division.

Business address:
Airbus Group

12, rue Pasteur — BP 76
92152 Suresnes Cedex
France

JEAN-PIERRE DUPRIEU

Born in 1952 — French national

Experience:

Jean-Pierre Duprieu was Executive Vice President of the Air Liquide
group*. Between 2010 and 2016, he was a member of Air Liquide’s
Executive Management team, in charge of supervising the group’s
European and Healthcare activities as well as corporate functions,
including information systems and Efficiency/Purchasing programs.

He is also an independent Director of Korian*, Chairman of the
Compensation and Appointments Committee and member of the
Audit Committee.

Business address:
Air Liquide

75, quai d'Orsay
75006 Paris Cedex 07
France

THIERRY LE HENAFF

Born in 1963 — French national
Experience:

Thierry Le Hénaff is currently Chairman and Managing Chairman
of Arkema.

After starting his career with Peat Marwick Consultants, in 1992 he
joined Bostik, Total's Adhesives division, where he held a number of
operational positions in France and worldwide. In July 2001, he was
appointed Chairman and Managing Chairman of Bostik Findley, the
new entity resulting from the merger of Total’s and Elf Atochem’s
Adhesives divisions. In January 2003, he joined Atofina’s Executive
Committee, and in 2004 he joined the Executive Committee of
Total Chemicals. He was a Director of Eramet and has sat on the
Board of Directors of Ecole Polytechnique’s Foundation since 2016.

*  Listed company.

Thierry Le Hénaff holds engineering degrees from Ecole Polytechnique
and Ecole Nationale des Ponts et Chaussées, and a Master’s degree
in Industrial Management from Stanford University in the United
States. He holds the titles of Chevalier de I'Ordre national du mérite
and Chevalier dans I'Ordre national de la Légion d’honneur.
Business address:

Arkema

420, rue d'Estienne-d'Orves

92700 Colombes

France

MICHELIN - 2018 REGISTRATION DOCUMENT 87



REPORT OF THE MANAGERS
Administrative, Management and Supervisory Bodies

ARUNA JAYANTHI
Born in 1962 — Indian national
Experience:

Since July 2018, Aruna Jayanthi has been Managing Director of
the Asia Pacific and Latin America Business Unit at Capgemini.
She previously headed a Business Services unit providing BPO
and Platform (integrated technology and operations) services
(Capgemini & IGATE). From 2011 until the end of 2015, Aruna
Jayanthi was Managing Chairman of Capgemini India, responsible
for overseeing all of the Capgemini group’s operations in India,
covering Consulting, Technology and Outsourcing Services provided
by some 50,000 employees.

After obtaining a Master’s degree in finance management from the
Narsee Monjee Institute of Management Studies in Mumbai, Aruna
Jayanthi held various IT services positions between 1984 and 2000
(including at clients’ offices in Europe and the United States), with
Tata Consulting Services, Aptech and other companies.

She joined the Capgemini group in 2000.
Business address:

Capgemini India Pvt. Ltd

Godrej & Boyce Compound

LBS Road, Vikhroli (West)

Mumbai 400079 (India)

MONIQUE LEROUX
Born in 1954 — Canadian national
Experience:

Companion of the Canadian Business Hall of Fame, Monique
Leroux is currently Chair of the Board of Invest Quebec and
has chaired the Quebec government's Advisory Council on the
Economy and Innovation. From 2008 to 2016, she was Chair of
the Board, President and Managing Chairman of Mouvement des
Caisses Desjardins, Canada’s largest cooperative financial group.
She has been a member of the Board of Directors of International
Cooperative Alliance since 2013, serving as its President from 2015
to 2017. She is a member of the Canada-United States Council
for Advancement of Women Entrepreneurs and Business Leaders
and was co-chair of the B7 Summit in Canada in 2018. She serves
as a Board member of Bell/BCE, Couche-Tard (ATD), Michelin

(ML-France), S&P Global (SPGI) and Lallemand Inc. (privately
owned). She is also Strategic Advisor of Fiera Capital and Vice
Chairman of Fiera Holdings Inc. Ms. Leroux is a member of the
Order of Canada, an Officer of the Ordre national du Québec,
a Chevalier de la Légion d’honneur (France) and holds honorary
doctorates from eight Canadian universities.

Business address:
Fiera Capital

1501 McGill College
Montréal (Québec)
H3A 3M8

Canada

CYRILLE POUGHON
Born in 1975 — French national
Experience:

Cyrille Poughon is currently France-Benelux Retail Market sales office
manager, after previously serving as the Group’s Quality of Worklife
Manager and later Safety Program Leader at corporate headquarters.
He began his career with the Michelin Group in 1996 and has held
a variety of positions in sales and logistics. He served as Secretary
of Michelin’s European Works Council until 2014.

In 2015, he followed the “Certified Corporate Director” training
program organized by Sciences-Po and Institut Francgais des
Administrateurs.

Business address:

Compagnie Générale des Etablissements Michelin
23, place des Carmes-Déchaux

63000 Clermont-Ferrand

France

MICHEL ROLLIER

Born in 1944 — French national

Experience:

Michel Rollier is Chairman of the Supervisory Board of Somfy SA*.

He began his career at Aussedat-Rey (part of the International Paper
group) in 1971, initially occupying the post of Financial Controller
before going on to head up a business unit. He then held the
position of Chief Financial Officer between 1987 and 1994 and
subsequently Deputy Managing Chairman from 1994 to 1996. He
joined Michelin in 1996 as Vice President, Financial & Legal Affairs
and then served as Chief Financial Officer and a member of the
Executive Council from 1999 to 2005. He was elected Managing
General Partner by Michelin’s shareholders on May 20, 2005, serving
alongside Edouard Michelin until Mr. Michelin’s tragic death in 2006.
Mr. Rollier stepped down as Managing General Partner in May 2012.

*  Listed company.
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Business address:

Compagnie Générale des Etablissements Michelin
27, cours de I'le-Seguin

92100 Boulogne-Billancourt

France



REPORT OF THE MANAGERS
Administrative, Management and Supervisory Bodies

2.15.4 ¢) Non-Managing General Partner

In application of CGEM's Bylaws, Société Auxiliaire de Gestion (SAGES) is a Non-Managing General Partner of CGEM and consequently has
unlimited liability for the Company’s debts.

The Chairman of SAGES, Jacques d’Armand de Chateauvieu, is its only Executive Director.

Directorships and other positions held

Jacques d’Armand de Chateauvieux

Born on February 13, 1951

No shares owned directly as of December 31, 2018
327,306 shares owned by SAGES as of
December 31,2018

Chairman of SAGES since April 2011
Experience:

Jacques d’Armand de Chateauvieux is a graduate

of Institut supérieur de gestion de Paris and
holds an MBA from Columbia University, New
York. As Chairman of Bourbon since 1979, he
was instrumental in converting the company
from a diversified conglomerate into an
international group specialized in offshore oil
and gas marine services.

Business address:

Bourbon

33, rue du Louvre

75002 Paris

France

2014

Chairman of Bourbon

Chairman of Cana Tera S.A.S.

Chairman and Managing Director of Jaccar Holdings S.A. (Luxembourg)
Chairman of Sapmer S.A.

Chairman and a Director of Greenship Holdings (Singapore)

Chairman of Evergas A/S (Denmark)

Director of Sinopacific Shipbuilding Group (China)

2015

Chairman of Bourbon (France)

Chairman of Cana Tera S.C.A. (Luxembourg)

Chairman and Managing Director of Jaccar Holdings S.A. (Luxembourg)
Chairman of Sapmer Holding Pte. Ltd (Singapore)

Chairman of Sapmer S.A.

Chairman and a Director of Greenship Holdings (Singapore)

Chairman of Evergas A/S (Denmark)

Director of Sinopacific Shipbuilding Group (China)

2016

Chairman of Bourbon (France)

Statutory Manager of CT Lux Sarl (Luxembourg)

Chairman and Managing Director of Jaccar Holdings S.A. (Luxembourg)
Chairman of Sapmer S.A. (Listed on Euronext Paris)

Chairman of Sapmer Holding (Singapore)

Chairman and a Director of Greenship Holdings (Singapore)

Chairman of Evergas A/S (Denmark)

Director of Sinopacific Shipbuilding Group (China)

2017

Chairman and Managing Chairman of BOURBON Corporation S.A.* (France)
Statutory Manager of CT Lux Sarl (Luxembourg)

Chairman of Jaccar Holdings SAS (France)

Chairman of Sapmer S.A. (Listed on Euronext Paris)

Chairman and Director of Sapmer Holding (Singapore)

Chairman of Sapmer Investissements SAS

Chairman and Director of Greenship Holdings Manager Pte. Ltd (Singapore)
Chairman of Evergas A/S (Denmark)

Director of Sinopacific Shipbuilding Group (China)

2018

Chairman and Managing Chairman of BOURBON Corporation S.A.* (France)
Statutory Manager of CT Lux Sarl (Luxembourg)

Chairman of Jaccar Holdings SAS (France)

Chairman of Sapmer S.A. (Listed on Alternext Paris)

Chairman and Director of Sapmer Holding (Singapore)

Chairman of Sapmer Investissements SAS (France)

Chairman and Director of Greenship Holdings Manager Pte. Ltd (Singapore)
Chairman of Evergas A/S (Denmark)

Director of Sinopacific Shipbuilding Group (China)

*  Listed company.

2.15.4 d) Statutory Auditors

Please refer to section 9.2 — Statutory Auditors.
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FINANCIAL HIGHLIGHTS
Markets

3.1 MARKETS

THE ORIGINAL EQUIPMENT CAR
AND LIGHT TRUCK TIRE MARKET BY REGION

(in millions of tires)
Europe®  eme=e South America

North America® e Africa India Middle-East
= Asia (excluding India)

250
225
200 -
175
150
125
100

75

50

25

2014 2015 2016 2017 2018

1) Including Russia and Turkey.
(2) United States, Canada and Mexico.
Michelin estimates.

THE ORIGINAL EQUIPMENT TRUCK TIRE MARKET
BY REGION

(in millions of new tires)

Europe® == South America
North America® e Africa India Middle-East
e Asia (excluding India)

35
30
25

20

2014 2015 2016 2017 2018

(1) Including Russia and Turkey.
(2) United States, Canada and Mexico.

Michelin estimates.
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THE REPLACEMENT CAR
AND LIGHT TRUCK TIRE MARKET BY REGION

(in millions of tires)
Europe® == South America

North America? e Africa India Middle East
= Asia (excluding India)

400
350
300
250
200
150

100

50

2014 2015 2016 2017 2018

(1) Including Russia and Turkey.
(2) United States, Canada and Mexico.

Michelin estimates.

THE REPLACEMENT TRUCK TIRE MARKET
BY REGION

(in millions of new tires)

Europe®  rm=e South America
North America® = Africa India Middle East
e Asia (excluding India)

100

80

60

40

20

2014 2015 2016 2017 2018

(1) Including Russia and Turkey.
(2) United States, Canada and Mexico.

Michelin estimates.



FINANCIAL HIGHLIGHTS

Markets
THE EARTHMOVER MINING TIRE MARKET THE EARTHMOVER INFRASTRUCTURE
(base 100 in 2014 in number of tires) & ORIGINAL EQUIPMENT TIRE MARKET
(base 100 in 2013 in number of tires)

120 120

100 — 100 ——

80 | 80 |

60 | 60 |

40 il JE—

20 | 20—

0 0
2014 2015 2016 2017 2018 2014 2015 2016 2017 2018

Michelin estimates.

Michelin estimates.

THE AGRICULTURAL TIRE MARKET

(base 100 in 2014 in number of tires in Europe and North America)

120

100

80 ——

60 —

40 ——

20 ——

2014 2015 2016 2017 2018
Michelin estimates.
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3 FINANCIAL HIGHLIGHTS

Sales

3.2 SALES
SALES VOLUME
(in tons)
+13.4%
+6.7%
+3.2% 42.1% +2.6%
+0.7% +0.9%
I
-0.0%
-6.4%
-14.8%

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

NET SALES NET SALES BY REPORTING SEGMENT - BREAKDOWN

(in € million) (in value)

W Automotive*
W Road transportation*

22,028 Specialty businesses*
21,199 20,907 21,960
19,553 2018 51% 27%
2017 57% 28% 15%
2016 58% 28% 14%
+84% -1:4%
2015 57% 29% 14%
2014 54% 31% 15%

2014 2015 2016 2017 2018 *  And related distribution.
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FINANCIAL HIGHLIGHTS

Sales

NET SALES BY REGION - BREAKDOWN SALES BY REGION - BREAKDOWN
(in value) (in tons)
W Europe (incl. Central and Eastern) W Europe (incl. Central and Eastern)
®m  North America (incl. Mexico) M North America (incl. Mexico)
Other Other
2018 39% 36% 2018 38% 36%

2007 ISR w% 2w 2017 IEHI 3% 27%
o6 ISR w2 2016 IS 3 2%
015 ISR sm% 23 2015 [T 38 2%

o1 DRI Bw 2% 2010 [INSEHIN 38 26%

BREAKDOWN OF SALES BETWEEN MATURE* AND FAST-GROWING MARKETS

(in tons)

W Mature markets
W Fast-growing markets

2018
2017 (AR 3e%
206 (IS s
2015 [ 3%

2014 [T67% L 33%

*  Mature markets: United States, Canada, Western Europe and Japan.
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3 FINANCIAL HIGHLIGHTS

Earnings

3.3 EARNINGS

ANALYSIS OF OPERATING EXPENSES
(as a % of 2018 net sales)

12.6% 22.3%

Operating income Raw materials
before no items

26.5% 27.1%

Other costs Employee
benefit costs

6.1% 5.4%

Depreciation, amortization, Transportation of goods
impairment charges

SEGMENT OPERATING INCOME SEGMENT OPERATING MARGIN
(in € million) (as a % of net sales)
2,775
2577 2692 AT 1200 2% 125% 12.6%

11.1%
2,170

+18.8%

2014 2015 2016 2017 2018 2014 2015 2016 2017 2018
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FINANCIAL HIGHLIGHTS
Earnings

NET INCOME BASIC EARNINGS PER SHARE
(in € million) (in €)
1,667 1693 1,660 9.21 939  9.30
1.163 6.28
1,031 5.52
2014 2015 2016 2017 2018 2014 2015 2016 2017 2018

DIVIDEND PER SHARE
(in €)

3.70*
3.55

3.25

2.85

2.50 2.50
2.40

2.10

1.78

1.00

*  Subject TE) :ap;;rova/ Z)}; fh‘e' Annual MeetinngAf /\;Iay 1 7,A2‘0 1 9
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3 FINANCIAL HIGHLIGHTS

Reporting Segments

3.4 REPORTING SEGMENTS

3.4.1 AUTOMOTIVE AND RELATED DISTRIBUTION

BREAKDOWN OF SALES BETWEEN MATURE*
AND FAST-GROWING MARKETS

(in tons)

W Mature markets
W Fast-growing markets

2018 70% 30%
2017 68% 32%
2016 70% 30%
2015 73% 27%
2014 75% 25%

*  Mature markets: United States, Canada, Western Europe and Japan.

SEGMENT OPERATING INCOME

(in € million)

1,585 1,552

1,464

1,384 1,314

1,101

+146% 2%

-10.3%

+25.7%

2014 2015 2016 2017 2017 2018

%/_J

New organization
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SALES
(in € million)
12,479
12,028 12,105 d 11,953
11,341
10,498
+0.6% +31%

+14.6% 5.1%

2014 2015 2016 2017 2017 2018

W_J

New organization

SEGMENT OPERATING MARGIN

(as a % of sales)

13.1% 12.4% 2.3%
- 12.
11.5% 0 ° 11.6%

10.5%

2014 2015 2016 2017 2017 2018

-

New organization



FINANCIAL HIGHLIGHTS
Reporting Segments

3.4.2 ROAD TRANSPORTATION AND RELATED DISTRIBUTION

BREAKDOWN OF SALES BETWEEN MATURE* SALES
AND FAST-GROWING MARKETS (in € million)
(in tons)

W Mature markets

W Fast-growing markets
6,229

6,082 5966 ©123 | 5946 5852
2018 66% 34%
2017 63% 37%

+24% -4.2% +2.6% -4.4%

2016 62% 38%
2015 63% 37%

2014 2015 2016 2017 2017 2018

2014 60% 40% —

) New organization
*  Mature markets: United States, Canada, Western Europe and Japan.

SEGMENT OPERATING INCOME SEGMENT OPERATING MARGIN
(in € million) (as a % of sales)
645 10.4%
9.7%
>80 8.8%
o,
495 297 | 4g3 513 8.1% 8.1% | 8.1%
+303% SNJ01%
-14.3%
+6.0%
2014 2015 2016 2017 | 2017 2018 2014 2015 2016 2017 | 2017 2018
New organization New organization
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3 FINANCIAL HIGHLIGHTS

Reporting Segments

3.4.3 SPECIALTY BUSINESSES AND RELATED DISTRIBUTION

BREAKDOWN OF SALES BETWEEN MATURE*
AND FAST-GROWING MARKETS

(in tons)
W Mature markets
Fast-growing markets

2018 59% 41%
2017 58% 42%
2016 50% 50%
2015 51% 49%
2014 53% 47%

*  Mature markets: United States, Canada, Western Europe and Japan.

OPERATING INCOME
FROM RECURRING ACTIVITIES

(in € million)

948

794
693 +19.4%

574 548 527

+31.4%

2014 2015 2016 2017 2017 2018

-

New organization
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SALES

(in € million)

3,358

+18.4%
-1.0% -3.6%

2014 2015 2016 2017

OPERATING MARGIN
FROM RECURRING ACTIVITIES

(as a % of net sales)

20.6%
0,
193% 186% 18.6%

2014 2015 2016 2017

4,836

4,061

+19.4%

2017 2018

New organization

19.6% 19.6%

2017 2018

W_J

new organization



3.5 COST STRUCTURE

BREAKDOWN OF RAW MATERIAL NEEDS
(in %, in 2018)

25%
Synthetic rubber
18%
Fillers
25%
Natural rubber . 15%
Chemicals
7% 10%
Textile Steelcord
RAW MATERIAL COST
(in € million)
5,172
, ! 4,91
4,958 4,711 ,913
4,316
-5.0%
-5.0% 84% +19.8% ’

2014 2015 2016 2017 2018

FINANCIAL HIGHLIGHTS

Cost Structure

RAW MATERIAL COST

(as a % of sales)

25.4%
22.2%

23.6%
° 22.3%
20.6%

2014 2015 2016 2017 2018

MICHELIN - 2018 REGISTRATION DOCUMENT 101



FINANCIAL HIGHLIGHTS

Cost Structure

NATURAL RUBBER PRICES*
(in $/kg)

= RSS 3
== TSR 20

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
*  Monthly average.

BRENT PRICES*
(in $/bbl)

160
140
120
100
80
60
40

20
0

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

*  Monthly average.
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BUTADIENE PRICES*

e US Gulf (USD/)
Europe (EUR/t)

4,500
4,000
3,500
3,000
2,500
2,000
1,500
1,000

500
0

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
*  Monthly average.

STYRENE PRICES*
(in €/ton)

1,800
1,600
1,400
1,200
1,000
800
600
400

200
0

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
*  Monthly average.



EMPLOYEE BENEFIT COSTS

(in € million)

5,785 5871 6,038

2014 2015 2016 2017 2018

NUMBER OF EMPLOYEE

(full-time equivalent employees at December 31)

111,100

107,800

106,700
105,800 105,700

2014 2015 2016 2017 2018

FINANCIAL HIGHLIGHTS
Cost Structure

EMPLOYEE BENEFIT COSTS

(as a % of net sales)

27.1% 27.3% 26.5% 26.7% 27.4%

2014 2015 2016 2017 2018
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3 FINANCIAL HIGHLIGHTS

Cost Structure

EMPLOYEES BY REGION

(full-time equivalent employees at December 31)

2017 2016 2015 2014 2013

Europe 65,800 61,900 61,200 61,400 61,300
North America 20,800 21,800 22,000 21,700 21,900
Asia (excluding India) 15,200 15,000 14,800 15,000 15,400
South America 7,500 7,400 6,000 6,000 6,300
Africa India Middle-East 1,800 1,700 1,700 1,700 1,800
TOTAL 111 100 107 800 105 700 105 800 106 700

including mature countries 64% 64% 67% 67% 66%

including fast-growing countries 36% 36% 33% 33% 34%

(1) Mature countries: United States, Canada, Western Europe, Japan.

EMPLOYEES BY JOB CATEGORY

(total workforce at December 31)

2017 2016 2015 2014 2013

Production workers 61.7% 61.9% 61.5% 61.5% 62.4%
Administrative and technical staff 29.3% 29.4% 30.0% 30.3% 30.0%
Managers 9.0% 8.7% 8.5% 8.2% 7.6%
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TRANSPORTATION COSTS

(in € million)

1129 1152 1183 1.186

1,020

+2.7%

2014 2015 2016 2017 2018

RESEARCH AND DEVELOPMENT COSTS

(in € million)

689 718
656 642 648

+5.0% +4.2%

2014 2015 2016 2017 2018

FINANCIAL HIGHLIGHTS
Cost Structure

TRANSPORTATION COSTS

(as a % of sales)

5.29% 5.3% 5.5% 54% 5.4%

2014 2015 2016 2017 2018

RESEARCH AND DEVELOPMENT COSTS

(as a % of sales)

3.4% 3.4%

3.3%
29% 2.9%

2014 2015 2016 2017 2018
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3 FINANCIAL HIGHLIGHTS

Cash Flow and Balance Sheet

3.6 CASH FLOW AND BALANCE SHEET

SEGMENT EBITDA™

(in € million)

3030 4084 4087 4,119

3,286

+3.8% +0.1% +0.8%

+19.7%

2014 2015 2016 2017 2018

CASH FLOWS FROM OPERATING ACTIVITIES

(in € million)

2695 2765 2741 2831
2,522

2014 2015 2016 2017 2018

(1) This indicator is as defined in note 3.7.2 to the consolidated financial statements.
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SEGMENT EBITDA™

(as a % of sales)

0,
18.6% 19.5% 18.6% 18.7%

16.8%

2014 2015 2016 2017 2018

CASH FLOWS FROM OPERATING ACTIVITIES

(as a % of sales)

129% 127% 132% 550, 12.9%

2014 2015 2016 2017 2018



INVENTORIES

(in € million)

4,480 4,508

+4.5% +0.6%

2014 2015 2016 2017 2018

TRADE RECEIVABLES

(in € million)

3,307
3,042 3,084

2,743
2,569

+7.2%
+1.4%
+10.9%

+6.8%

2014 2015 2016 2017 2018

FINANCIAL HIGHLIGHTS

Cash Flow and Balance Sheet

INVENTORIES

(as a % of sales)

21.5% 21.4%
20.2% 20.5% 20.2%

2014 2015 2016 2017 2018

TRADE RECEIVABLES

(as a % of sales)

0 15.0%
14.6% 1, 00,
13.1% 12.9%

2014 2015 2016 2017 2018
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3 FINANCIAL HIGHLIGHTS

Cash Flow and Balance Sheet

CAPITAL EXPENDITURE

(in € million)

1,883

1804 1,811 4579

1,669

2014 2015 2016 2017 2018

FREE CASH FLOW™ (AFTER CAPITAL EXPENDITURE

AND BEFORE PAYMENT OF DIVIDENDS)

(in € million)

1,024
653 662

322
-2,011

2014 2015 2016 2017 2018

(1) This indicator is defined in section 2.5.3 of the present document.
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CAPITAL EXPENDITURE

(as a % of sales)

9.6%

8.5% 87%

8.1%
7.6%

2014 2015 2016 2017 2018

STRUCTURAL FREE CASH FLOW®™

(in € million)

1,509

1,274

961

833
717

2014 2015 2016 2017 2018



FINANCIAL HIGHLIGHTS
Cash Flow and Balance Sheet

NET DEBT" NET DEBT-TO-EQUITY RATIO™
(in € million)
3,719 31%
1%
0,
1,008  ggq 70, 9%
707 716 ° 6%
2014 2015 2016 2017 2018 2014 2015 2016 2017 2018
NET DEBT"-TO-EBITDA RATIO® RETURN ON CAPITAL EMPLOYED®
(after tax)
0.90 14.0%
13.0%
12.2% 12.1% 11.9%
11.1%
0.26
22 0.23
0 0.18
2014 2015 2016 2017 2018 2014 2015 2016 2017 2017 2018
L J

-

ROCE incl. goodwill, acquired ROCE excl. goodwill, acquired
intangible assets, and intangible assets, and
associates & joint ventures associates & joint ventures

(1) This indicator is defined in note 26 to the consolidated financial statements.
(2) This indicator is defined in note 3.7.2 to the consolidated financial statements.
(3) This indicator is defined in section 2.6 of the present document.
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3 FINANCIAL HIGHLIGHTS
Consolidated Key Figures and Ratios

3.7 CONSOLIDATED KEY FIGURES AND RATIOS

(in €million) [ 2018 | 2017 2016 2015 2014

Net sales 22,028 21,960 20,907 21,199 19,553
% change +0.3% +5.0% -1.4% +8.4% -3.4%
Total employee benefit costs 6,038 5,871 5,542 5,785 5,292
as a % of sales 27.4% 26.7% 26.5% 27.3% 27.1%
Number of employees (full time equivalent) 111,100 107,800 105,700 105,800 106,700
Research and development expenses 648 641 718 689 656
as a % of sales 2.9% 2.9% 3.4% 3.3% 3.4%
EBITDA from recurring activities® 4,119 4,087 4,084 3,934 3,286
Operating income from recurring activities 2,775 2,742 2,692 2,577 2,170
Operating margin from recurring activities 12.6% 12.5% 12.9% 12.2% 11.1%
Operating income 2,550 2,631 2,791 2,207 1,991
Operating margin 11.6% 12.0% 13.3% 10.4% 10.2%
Cost of net debt 200 176 203 184 130
Other financial income and expenses 16 0 20 -30 -43
Income before taxes 2,230 2,354 2,464 1,869 1,651
Income tax 570 661 797 706 620
Effective tax rate 25.6% 28.1% 32.3% 37.8% 37.5%
Netincome 1,660 1,693 1,667 1,163 1,031
as a % of sales 7.5% 7.7% 8.0% 5.5% 5.3%
Dividends®? 637 585 522 463 464
Cash flows from operating activities 2,831 2,741 2,764 2,695 2,522
as a % of sales 12.9% 12.5% 13.2% 12.7% 12.9%
Gross purchases of intangible assets and PP&E 1,669 1,771 1,811 1,804 1,883
asa % of sales 7.6% 8.1% 8.7% 8.5% 9.6%
Net debt © 3,719 716 944 1,008 707
Equity 12,167 11,261 10,646 9,542 9,523
Gearing 31% 6% 9% 1% 7%
Net debt® /EBITDA® 0.9 0.18 0.23 0.26 0.22
Operating income from recurring activities / Net interest charge® 13.3 15.9 13.3 12.8 16
Free cash flow® (2,011) 662 1,024 653 322
ROE® 13.6% 15.0% 15.7% 12.2% 10.8%
ROCE™ XX 11.9% 12.1% 12.2% 11.1%
Per share data (in €)

Net assets per share® 67.8 62.7 59.1 52.5 51.3
Basic earnings per share 9.3 9.39 9.21 6.28 5.52
Diluted earnings per share 9.25 9.34 9.03 6.19 5.45
Price-earnings ratio® 9.3 12.7 11.5 14 13.6
Dividend for the year(® XX 3.55 3.25 2.85 2.5
Pay-out ratio™ XX 36.0% 36.5% 37.0% 40.6%
Yield? XX 3.0% 3.1% 3.2% 3.3%
Share turnover rate(™ 92% 71% 78% 99% 91%

(1) Asdefined in note 3.7.2 to the consolidated financial statements.

(2) Including the dividends paid in shares.

(3) Net debt: financial liabilities - cash and cash equivalents (excluding cash flows from cash management financial assets and borrowing collaterals) +/- derivative assets,
as defined in note 26 to the consolidated financial statements.

(4) Net interest charge: interest financing expenses - interest income from cash and equivalents.

(5) Free cash flow: cash flows from operating activities - cash flows from investing activities (excluding cash flows from cash management financial assets and borrowing
collaterals), as defined in section 2.5.3.

(6) ROE: net income attributable to shareholders/shareholders’ equity excluding non-controlling interests.

(7) ROCE: I\éeg Operating Profit After Tax (NOPAT)/capital employed (intangible assets and PP&E + long-term financial assets + working capital requirement), as defined in
section 2.

(8) Net assets per share: net assets/number of shares outstanding at the end of the period.

(9)  PIE: Share price at the end of the period/basic earnings per share.

(10) Subject to approval at the Annual Shareholders Meeting on May 17, 2019

(11) Distribution rate: Dividend/Net income.

(12) Dividend yield: dividend per share/share price at December 31.

(13) Share turnover rate: number of shares traded during the year/average number of shares outstanding during the year.
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CORPORATE GOVERNANCE
REPORT

4.1.1
4.1.2
413
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Directorships and other positions held by the Managers at December 31, 2018

This report has been prepared by the Supervisory Board in application of Article L. 226-10-1 of the French Commercial Code (Code de
commerce) modified by Government order 2017-1162 dated July 12, 2017 introducing various measures to simplify and clarify companies’
obligations. This report was approved by the Supervisory Board on February 9, 2018.

4.1 DIRECTORSHIPS AND OTHER POSITIONS HELD BY THE MANAGERS
AT DECEMBER 31, 2018

Biographical details of the Managers are presented in section 2.15.4 of this Registration Document.

4.1.1 MANAGERS

Michelin is led by Jean-Dominique Senard, Managing Chairman, Florent Menegaux, Managing General Partner and Yves Chapot, General
Partner.

The Managing Chairman’s role is described in section 2.15.1 of this Registration Document.
Information about the Executive Committee’s members is presented in section 2.15.1 b) of this Registration Document.
The Company’s Bylaws stipulate that each Managing General Partner must hold at least 5,000 shares.

JEAN-DOMINIQUE SENARD

Bornin 1953

8,487 shares owned as of December 31, 2018
First elected: May 13, 2011

(Managing General Partner)

Directorships and other positions held
Managing Chairman

2014-2018
Manager of Compagnie Financiére Michelin SCmA
Senior Independent Director of Saint-Gobain*, Chairman of its Audit and Risk Committee

FLORENT MENEGAUX

Bornin 1962

25,051 shares owned as of December 31, 2018
First elected: May 18, 2018

(Managing General Partner)

Directorships and other positions held

2014-2018
No other directorships

YVES CHAPOT

Bornin 1962

5,011 shares owned as of December 31, 2018
First elected: May 18, 2018

(General Partner)

Directorships and other positions held

2014-2018
No other directorships

*  Listed company.
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4.1.2 SUPERVISORY BOARD

4.1.2a) Members

As of December 31, 2018, the Supervisory Board comprised nine members, seven of whom were qualified as independent.

The Supervisory Board's internal rules stipulate that each member must hold at least 400 shares or 600 shares in the case of the Chairman.

OLIVIER BAZIL

Born in 1946 — French national

1,010 shares owned as of December 31, 2018
First elected: May 17, 2013

Current term expires: 2021

Directorships and other positions held

Independent member
Chairman of the Audit Committee

2014

Director of Legrand and member of the Board's Strategy
and Social Responsibility Committee and Nominating
and Compensation Committee

Director of Firmenich International S.A. and Chairman
of its Audit Committee

Member of the Supervisory Board of Société Civile

du Chateau Palmer

Chairman of FritzS.A.S.

Director of Vallourec, Chairman of its Audit Committee
and member of its Strategy Committee

2015-2016

Director of Legrand and member of the Board’s Strategy Committee
and Nominating and Governance Committee

Director of Firmenich International S.A. and Chairman

of its Audit Committee

Member of the Supervisory Board of Société Civile

du Chateau Palmer

Chairman of FritzS.A.S.

Director of Vallourec, Chairman of its Audit Committee

and member of its Strategy Committee

2017

Director of Legrand and member of the Board's Strategy Committee
and Nominating and Governance Committee

Member of the Supervisory Board of Société Civile

du Chateau Palmer

Chairman of FritzS.A.S.

Director of Vallourec, Chairman of its Audit Committee

and member of its Strategy Committee (until May 2017)

2018

Director of Legrand* and member of the Board's Strategy
and Social Responsibility Committee and Nominating
and Governance Committee

Member of the Supervisory Board of Société Civile

du Chateau Palmer

Chairman of Fritz S.A.S.

BARBARA DALIBARD

Born in 1958 — French national

485 shares owned as of December 31, 2018
First elected: May 16, 2008

Current term expires: 2019

Directorships and other positions held

Independent member
Senior independent member
Chair of the Compensation and Appointments Committee

2014

Managing Chairman of SNCF Voyageurs

Chair of the Board of Directors of VSC Group
Director of Nuovo Trasporto Viaggiatori S.p.A. (NTV)
Member of the Supervisory Board of Wolters Kluwer
Director of Eurostar International Limited

2015

Managing Chairman of SNCF Voyageurs

Chair of the Board of Directors of VSC Group

Director of Nuovo Trasporto Viaggiatori S.p.A. (NTV)
Member of the Supervisory Board of Wolters Kluwer
Director of Eurostar International Limited

Member of the Board of Directors of Société Générale

*  Listed company.

2016

Managing Chairman of SNCF Voyageurs, then Managing Chairman
of SITA

Chair of the Board of Directors of VSC Group

Director of Eurostar International Limited

Member of the Board of Directors of Société Générale

2017-2018
Managing Chairman of SITA
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ANNE-SOPHIE DE LA BIGNE

Born in 1960 — French national

903 shares owned as of December 31, 2018
First elected: May 17, 2013

Current term expires: 2020

Directorships and other positions held

Independent member

Member of the Audit Committee

Member of the Compensation and Appointments Committee
2014-2017

No other directorships

2018
Member of the Board of Directors of SIAE SA (since September 2018)

JEAN-PIERRE DUPRIEU

Born in 1952 — French national

510 shares owned as of December 31, 2018
First elected: May 17, 2013

Current term expires: 2020

Directorships and other positions held

Independent member
Member of the Audit Committee

2014-2015

Executive Vice President of the Air Liquide group

Director of Air Liquide Santé International

Chairman of the Board of Directors of Air Liquide Eastern Europe
Director of Air Liquide Welding

2016

Executive Vice President of the Air Liquide group

Director of Air Liquide Santé International

Chairman of the Board of Directors of Air Liquide Eastern Europe
Director of Air Liquide Welding

Independent Director of Korian and member of the Audit Committee

2017

Director of Air Liquide Welding (since June 2017)

Independent Director of Korian, Chairman of the Compensation

and Appointments Committee and member of the Audit Committee

2018

Independent Director of Korian*, Chairman of the Compensation
and Appointments Committee and member of the Audit Committee

ARUNA JAYANTHI

Born in 1962 — Indian national

400 shares owned as of December 31, 2018
First elected: May 22, 2015

Current term expires: 2019

Directorships and other positions held

Independent member
Member of the Compensation and Appointments Committee

2014

Director of Capgemini Technology Services Maroc S.A.

Chair of the Board of Directors of Capgemini India Private Limited
Director of Capgemini Business Services India Limited

Director of Pune Software Park Private Limited

Director of Capgemini Sverige AB

Director of IBX Norge

Director of Capgemini Norge AS

2015-2016

Director of Capgemini Norge AS

Director of Capgemini Technology Services Maroc S.A.

Chair of the Board of Directors of Capgemini India Private Limited
Director of Capgemini Business Services India Private Limited
(formerly Capgemini Business Services India Limited)

Director of Pune Software Park Private Limited

Chair of the Board of Directors of Capgemini Sverige AB

*  Listed company.
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2017

Director of Capgemini Norge AS

Chair of the Board of Directors of Capgemini Sverige AB
Director of Espire AS

Chair of the Supervisory Board of Capgemini Polska Sp. Z.0.0.
Director of Capgemini Technology Services India Limited

2018

Director of Capgemini Norge AS

Chair of the Board of Directors of Capgemini Sverige AB
Director of Espire AS

Chair of the Supervisory Board of Capgemini Polska Sp. Z.0.0.
Director of Capgemini Technology Services India Limited
Director of SBI Capital Markets Limited

Director of Equation Capital Partners LLP

Director of Capgemini Sverige AB

Director of Capgemini Brasil S.A.

Director of Capgemini Business Services Guatemala S.A.
Director of Capgemini Business Services (China) Limited
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THIERRY LE HENAFF

Born in 1963 — French national

400 shares owned as of December 31, 2018
First elected: May 18, 2018

Current term expires: 2022

Directorships and other positions held

Independent member

2014-2016

Chairman and Managing Chairman of Arkema
Chairman of the Board of Directors of Arkema France
Director of Eramet

2017-2018
Chairman and Managing Chairman of Arkema
Chairman of the Board of Directors of Arkema France

MONIQUE LEROUX

Born in 1954 — Canadian national

1,000 shares owned as of December 31, 2018
First elected: October 1, 2015

Current term expires: 2022

Directorships and other positions held

Independent member
Member of the Audit Committee

2014

Chair of the Board, President and Managing Chairman

of Mouvement des Caisses Desjardins

Managing Chairman of Desjardins Sécurité Financiére

Managing Chairman of Desjardins Groupe d’Assurances Générales
Chair of the Board of Directors of Fédération des Caisses Desjardins
du Québec/Mouvement des Caisses Desjardins

Vice Chair of the Executive Committee and Director

of the International Confederation of Popular Banks (CIBP)
Member of the Executive Committee and Director of the European
Association of Cooperative Banks

Member of the Board of Directors of Crédit Industriel

et Commercial (CIC)

Member of the Board of Directors of the Rideau Hall Foundation

2015

Chair of the Board, President and Managing Chairman

of Mouvement des Caisses Desjardins

Managing Chairman of Desjardins Sécurité Financiére

Managing Chairman of Desjardins Groupe d'Assurances Générales
Chair of the Board of Directors of Fédération des Caisses Desjardins
du Québec/Mouvement des Caisses Desjardins

Vice Chair of the Executive Committee and Director

of the International Confederation of Popular Banks (CIBP)
Member of the Executive Committee and Director

of the European Association of Cooperative Banks

Member of the Board of Directors of Crédit Industriel

et Commercial (CIC)

Member of the Board of Directors of the Rideau Hall Foundation
President of the International Cooperative Alliance (ICA)

Member of the Board of Directors of the University of Montreal
Member of the Board of Directors of Alimentation Couche-Tard

2016

Chair of the Board, President and Managing Chairman

of Mouvement des Caisses Desjardins

Managing Chairman of Desjardins Sécurité Financiére
Managing Chairman of Desjardins Groupe d’Assurances Générales
Chair of the Board of Directors of Invest Quebec

Member of the Executive Committee and Director

of the European Association of Cooperative Banks

Member of the Board of Directors of Crédit Industriel

et Commercial (CIC)

Member of the Board of Directors of the Rideau Hall Foundation
President of the International Cooperative Alliance (ICA)
Member of the Board of Directors of Alimentation Couche-Tard
Member of the Board of Directors of Bell/BCE (since April 2016)

Member of the Board of Directors of S&P Global (since October 2016)

2017

Chair of the Board of Directors of Invest Quebec

Member of the Executive Committee and Director

of the European Association of Cooperative Banks

Member of the Board of Directors of Crédit Industriel

et Commercial (CIC) (until May 2017)

Member of the Board of Directors of the Rideau Hall Foundation
President of the International Cooperative Alliance (ICA)

(until November 2017)

Member of the Board of Directors of Alimentation Couche-Tard
Member of the Board of Directors of Bell/BCE

Member of the Board of Directors of S&P Global

Member of the Board of Lallemand (privately owned company)
(since June 2017)

Strategic Advisor, Fiera Capital (since June 2017)

2018

Chair of the Board of Directors of Invest Quebec

Member of the Executive Committee and Director of the European
Association of Cooperative Banks (until March 2018)

Member of the Board of Directors of the Rideau Hall Foundation
Member of the Board of Directors of Alimentation Couche-Tard
Member of the Board of Directors of Bell/BCE

Member of the Board of Directors of S&P Global

Member of the Board of Directors of Lallemand

(privately owned company)

Strategic Advisor, Fiera Capital

Vice Chair of the Fiera Inc. Management Board
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CYRILLE POUGHON

Born in 1975 — French national

420 shares owned as of December 31, 2018
First elected: May 16, 2014

Current term expires: 2022

Directorships and other positions held

Non-independent member (non-executive)
Member of the Audit Committee

2014
Secretary of the Michelin European Works Council

2015-2018
No other directorships

MICHEL ROLLIER

Bornin 1944

24,392 shares owned as of December 31, 2018
First elected: May 17,2013

Current term expires: 2021

Directorships and other positions held

Non-independent member (non-executive)
Chairman of the Supervisory Board

Member of the Compensation and Appointments Committee

2014-2015

Chairman of the Board of Directors of Siparex Associés

Chairman of the Supervisory Board of Somfy

Director of Lafarge

Member of the AFEP/MEDEF High Committee

on Corporate Governance

Chairman of Association Nationale des Sociétés par Actions (ANSA)

2016

Chairman of the Board of Directors of Siparex Associés

Chairman of the Supervisory Board of Somfy

Chairman of the Remunerations Committee of Somfy SA

Director of Lafarge

Member of the AFEP/MEDEF High Committee

on Corporate Governance

Chairman of Association Nationale des Sociétés par Actions (ANSA)
Chairman of Plateforme de la Filiere Automobile (PFA)

*  Listed company.

118 MICHELIN - 2018 REGISTRATION DOCUMENT

2017

Chairman of the Board of Directors of Siparex Associés

Chairman of the Supervisory Board of Somfy

Chairman of the Remunerations Committee of Somfy SA

Chairman of the AFEP/MEDEF High Committee

on Corporate Governance

Chairman of Association Nationale des Sociétés par Actions (ANSA)
Chairman of Plateforme de la Filiere Automobile (PFA)

(until December 2017)

2018

Chairman of the Supervisory Board of Somfy SA*

Chairman of the Remunerations Committee of Somfy SA*
Chairman of the Board of Directors of Siparex Associés

Chairman of the AFEP/MEDEF High Committee on Corporate
Governance (until October 31, 2018)

Chairman of Association Nationale des Sociétés par Actions (ANSA)
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4.1.2b) Terms of office of Supervisory Board members at December 31, 2018
Name First elected/re-elected® Current term expires® Independent®
Olivier Bazil May 17,2013
May 19, 2017 2021 yes
Barbara Dalibard May 16, 2008
May 17, 2013
May 22, 2015 2019 yes
Anne-Sophie de La Bigne May 17,2013
May 13, 2016 2020 yes
Jean-Pierre Duprieu May 17,2013
May 13, 2016 2020 yes
Aruna Jayanthi May 22, 2015 2019 yes
Thierry Le Hénaff May 18, 2018 2022 yes
Monique Leroux October 1,2015@
May 18, 2018 2022 Yes
Cyrille Poughon May 16, 2014
May 18, 2018 2022 no
Michel Rollier (Chairman) May 17,2013
May 19, 2017 2021 no

(1) At the Annual Meeting of May 15, 2009, shareholders voted to reduce the term of Supervisory Board members from five years to four.
(2) At the Annual Meeting of May 17, 2013, shareholders voted to elect Supervisory Board members for terms of two, three or four years, so that their terms do not all

expire at the same time.

(3) Based on the criteria set in the Supervisory Board's internal rules which correspond to those recommended in the AFEP/MEDEF Corporate Governance Code for listed

companies.

(4) Monique Leroux was appointed as a member of the Supervisory Board on October 1, 2015 to replace Laurence Parisot, who had resigned, for the remainder

of Mss. Parisot’s term of office.

4.1.3 STATEMENTS

There are no family relationships between Michelin's Managers, any
Supervisory Board members and the Chairman of SAGES (CGEM's
General Partner).

To the best of the Company’s knowledge, neither Michelin’s Managers
nor the Chairman of SAGES nor any Supervisory Board member
has, in the past five years, been (i) convicted of fraud, (ii) associated
with a bankruptcy, receivership or liquidation, (iii) the subject of
any official public incrimination and/or sanctions by statutory or
regulatory authorities (including designated professional bodies) or
disqualified by a court from acting as a member of the administrative,
management or supervisory bodies of an issuer or from acting in
the management or conduct of the affairs of any issuer.

Neither Michelin’s Managers nor the Chairman of SAGES nor any

Supervisory Board member has a service contract with the Company
or any of its subsidiaries.

There are no:

» arrangements or understandings with major shareholders,
customers, suppliers or others, pursuant to which they were
selected as a Manager or as a member of the Supervisory Board
or as Chairman of SAGES;

» conflicts of interest between the duties to the Company of the
Managers, the Supervisory Board members or the Chairman of
SAGES and their private interests and/or other duties;

» restrictions accepted by these persons on the disposal of their
Michelin shares within a certain period of time, except for those
resulting from market abuse regulations and the specific rules
applicable to the Managers.
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4.2 MEMBERSHIP STRUCTURE OF THE SUPERVISORY BOARD
AND APPLICATION OF THE PRINCIPLE OF GENDER EQUALITY

In accordance with the applicable law and the Company’s Bylaws,
the Supervisory Board may have no less than three and no more
than ten members elected by the Annual Shareholders Meeting
for a term of four years™™. All Supervisory Board members must
be shareholders.

General Partners — regardless of whether or not they are Managers
—may not take part in the vote. Supervisory Board members may be
re-elected. No more than one-third of Supervisory Board members
may be aged over 75.

The Supervisory Board currently has nine members, whose names
are listed below along with details of their current position. This
information is disclosed in accordance with Article L. 226-4-1 of the
French Commercial Code introduced by French Act No. 2011-103
of January 27, 2011 concerning the balanced representation of
men and women on Boards of Directors and Supervisory Boards
and gender equality in the workplace:

» Olivier Bazil, Director of Legrand® and a Member of its Strategy
and Nominating and Governance Committees;

» Barbara Dalibard, Managing Chairman of SITA;

» Anne-Sophie de La Bigne, Vice-President in charge of Civil
Affairs in the Public Affairs Division, France, at Airbus Group®;

» Jean-Pierre Duprieu, Independent Director of Korian®, Chairman
of the Compensation and Appointments Committee and member
of the Audit Committee;

» Aruna Jayanthi, Managing Director, Asia Pacific and Latin
America Business Unit at Capgemini;

» Thierry Le Hénaff, Chairman and Managing Chairman of
Arkema?®),

» Monique Leroux, Chair of the Board of Directors of Invest Quebec.
» Cyrille Poughon, France-Benelux Retail Market sales office
manager, Manufacture Francaise des Pneumatiques Michelin;

» Michel Rollier, Chairman of the Supervisory Board of Somfy SA®.
The following additional information about Supervisory Board

members is provided in the sections indicated:

» information about the Supervisory Board diversity policy is provided
in section 4.3.2 b) of this report;

» biographical details are provided in section 2.15.4 b) of this
Registration Document;

» details of their compensation are provided in section 4.4.11 of
this report;

» the list of directorships and other positions held, together with
the dates on which they were first elected and their current term
expires are provided in section 4.1.2 of this report.

4.3 SUPERVISORY BOARD PRACTICES

4.3.1 ROLE OF THE SUPERVISORY BOARD

The Supervisory Board exercises permanent oversight of the Company’s
management and assesses its quality on behalf of the shareholders,
presenting a report thereon at each Annual Shareholders Meeting.

The recommendation provided under Article 4 of the AFEP/MEDEF
Code, according to which material transactions outside the scope
of the firm’s stated strategy should be subject to prior approval by
the Board of Directors, cannot apply in this instance, because of the
Company’s legal form as a partnership limited by shares. With this
type of partnership, the Managing General Partners have unlimited
personal liability and their powers are completely separate from those
of the Supervisory Board, with the result that the Supervisory Board
has no authority to become involved in managing the Company.

However, to (i) ensure that the Supervisory Board exercises effective
oversight of the Company’s management and (ii) adhere to the spirit
of the AFEP/MEDEF recommendation, since 2011 the Company has
amended its Bylaws® as well as the Supervisory Board's internal rules.

Pursuant to the internal rules, the Managers must submit to the
Supervisory Board details of any planned capital projects, new
commitments, asset disposals or business acquisitions representing
material amounts before any final decision is made.

This means that the Supervisory Board is automatically consulted
about all projects that are material for the Group. Moreover, as it
expresses an opinion on such projects, it is clearly able to report to
shareholders thereon if appropriate.

This exception to the full application of the AFEP/MEDEF Code’s
recommendations is mentioned in the table in section 4.3.2 j)
prepared in accordance with the “comply or explain” rule.

(1) Five years for members elected prior to 2009. Certain members may be elected for a two- or three-year period in order to effectively stagger the terms of office of Supervisory

Board members.
(2) Listed company.

(3) Thierry Le Hénaff was elected by the Annual Shareholders Meeting of May 18, 2018. The term as Supervisory Board member of Pat Cox expired at the close of the same meeting.
Pat Cox is President of Fondation Jean Monnet pour I'Europe, European Coordinator for the Scandinavian-Mediterranean Corridor transportation infrastructure project, former

President of the European Parliament and former member of the Irish Parliament.

(4) Article 17 of the Bylaws states that “(...) The Supervisory Board is jointly and regularly informed about the Company'’s situation and the key issues listed in the Supervisory Board'’s
internal rules. The Supervisory Board reports to the Shareholders Meeting on the fulfillment of its duties (...)".
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In application of the Bylaws, the Supervisory Board’s internal rules
and the internal rules of the Compensation and Appointments
Committee, the Supervisory Board must be consulted or express
an opinion (depending on the case) on all decisions concerning the
Managers (election, re-election and removal from office) and the
determination of the Managers’ compensation.

Lastly, in accordance with its internal rules, the Supervisory Board
may ask its Chairman to participate in the dialog with the Company’s
main shareholders concerning the matters addressed by the Board.

4.3.2 THE SUPERVISORY BOARD'S ACTIVITIES DURING 2018

4.3.2a) General activities

At its meetings on February 9 and July 23 respectively, the Board
reviewed (i) the statutory and consolidated financial statements for
the year ended December 31, 2017 and (ii) the interim financial
statements for the six months ended June 30, 2018. It also examined
and expressed its opinion on the financial information communicated
to the markets.

The issues examined by the Supervisory Board — based in some cases
on presentations made by the Managing Chairman or by members
of business line management — were as follows:

» quarterly financial information and interim and annual results —
based in part on a review of scorecards — and the corresponding
press releases;

» the Audit Committee’s report;
» internal control and risk management;
» the new corruption prevention system;

» Group strategy and the plans rolling down this strategy to each
major business unit;

» the Services & Solutions strategy;
» competitor analysis;
» proposed acquisitions;

» deployment of the Group’s new organization and executive
governance changes;

» the Compensation and Appointments Committee’s report;
» the Supervisory Board’s membership;

» preparation of recommendations on the re-election of existing
Supervisory Board members or the election of new members;

» changes in the membership of the Committees of the Board;
» annual assessment of Supervisory Board members’ independence;
» annual self-assessment of the Board'’s work;

CORPORATE GOVERNANCE REPORT
Supervisory Board Practices

To enable the Supervisory Board to effectively fulfill its oversight role,
its members receive quarterly reports presenting key performance
indicators, as well as regular information such as copies of the Group’s
main press releases, research reports published by analysts who
follow Michelin, and updates on the Group's business environment.

Supervisory Board meetings may be held by videoconference on
the basis stipulated in the Board’s internal rules.
The Supervisory Board is assisted in its oversight role by two

committees, the Audit Committee and the Compensation and
Appointments Committee.

» the Managing Chairman succession plan, including finalization
of the preparatory process with input from the Compensation
and Appointments Committee and the Chairman of SAGES,
Non-Managing General Partner;

» compensation policies;
» preparation of the Annual Shareholders Meeting.

Part of each Supervisory Board meeting takes place behind closed
doors, without the Managing Chairman or any representatives of
Executive Management being present.

In addition, the independent members of the Board held two
closed sessions.

The Supervisory Board continued the process initiated in 2015 to
enable the member representing employees to act as a neutral
observer of the Group’s social dialog processes in order to make
an informed contribution to the Board's discussions.

In 2018, Cyrille Poughon, the member representing employees,
presented to the Board the insights obtained during his visit to Levorin
in Brazil, which is the leader of the local two-wheel tire market.
He observed in particular that since Levorin’'s recent acquisition by
Michelin, employee relations had improved significantly, considerable
advances had been made in the area of occupational health and
safety, and employees had enthusiastically welcomed the Company’s
new empowerment policy.

In line with legal requirements, the Company decided that the
Supervisory Board of its main French subsidiary, Manufacture
Francaise des Pneumatiques Michelin, should also continue to
include an employee representative, appointed by the Company’s
Central Works Council.
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4.3.2b) Diversity policy

The Supervisory Board's diversity in terms of experience and
backgrounds can be summed up by the fact that, in 2018:

» 45% of the Board members were women;

The main terms of the diversity policy are proposed by the Compen-
sation and Appointments Committee. The policy is applied by
the Committee and the Board when preparing Supervisory Board
succession plans and assessing the Board's practices. They can be

> 78% of the Board members were independent;

> 22% of the Board members were foreign nationals.

In line with the Group’s values, the Board consistently endeavors
to propose candidates from diverse backgrounds and cultures and
with diverse experiences, so that its membership is balanced and
aligned with its role and responsibilities.

The diversity policy is described below, as required by Article L. 225-37-4 of the French Commercial Code®™.

Obijectives confirmed in 2018 Implementation method

Criteria

Age limit

Supervisory Board
gender equality

Availability/
attendance

Qualifications/
professional
experience/
international outlook/
adherence to the
Group's values

Size of the Board

No more than one-third of
Supervisory Board members to be
aged 75 or over

At least 40% of Board members
should be women, as required by
Article L. 226-4-1 of the French
Commercial Code

Members should demonstrate,
through their availability and
attendance rate at meetings of the
Board and Board Committees, that
they devote the necessary time
and attention to their duties (going
beyond the statutory requirements
and the requirements of the AFEP/
MEDEF Code concerning multiple
directorships)

Board members should offer an
appropriate overall combination

of academic qualifications,
professional experience in the areas
of manufacturing, finance, internal
control, digital technology and
leadership of major French listed
groups with a global reach, and
adherence to the Group's values

Number of Board members should
not exceed the ten-member cap
specified in the Bylaws (not including
members representing employees
elected in accordance with the

law), to guarantee Board efficiency
by fostering effective interactions
between members and between the
Board and the Managers

assisted by recognized outside consultants.

2018 results

No candidates aged 75 or over
should be proposed for election

or re-election at the Shareholders
Meeting if their election or re-
election would result in the one-third
limit being exceeded

Board to recommend to the
Shareholders Meeting to re-elect
incumbent woman members and
elect woman candidates to replace
women who are stepping down

Over half of each member’s
attendance fee is tied to his or

her attendance rate at meetings
of the Board and its Committees
Incumbent Board members will
not be proposed for re-election

if their average attendance rate

at scheduled meetings was less
than 85% over the last three years
of their term of office

Decisions concerning candidates

to be proposed for re-election

or election to the Board by the
Shareholders Meeting focus on
maintaining the overall qualitative
combination of qualifications and
experience in the areas of executive
management and new technologies

The Chair and the majority of
members of the Audit Committee
are selected for their academic
qualifications and international
experience in finance and

internal control

No additional members to be
proposed for election at the
Shareholders Meeting, except to
comply with legal requirements

The candidates elected or re-elected
at the Shareholders Meeting did

not result in over one-third of Board
members being aged 75 or over;

no Supervisory Board members are
aged over 75

Martine Leroux was re-elected on
the Board'’s recommendation;

45% of Board members are women,
as was already the case before

the Shareholders Meeting

Cyrille Poughon and Monique
Leroux, both of whom attended

all scheduled meetings in 2017
(100% average attendance rate),
were re-elected on the Board's
recommendation

The Board members’ overall
attendance rate in 2018 was 98.3%

Monique Leroux (Audit Committee
member, former Chair of the
Board, President and Managing
Chairman of Mouvement des
Caisses Desjardins, Canada’s largest
cooperative financial group) was
re-elected to the Board and Thierry
Le Hénaff (Chairman and Managing
Chairman of Arkema, graduate

of Ecole Poytechnique and Ecole
Nationale des Ponts et Chaussées,
holder of a Masters’ degree in
industrial management from
Stanford University) was elected

to the Board, on the Supervisory
Board’s recommendation

22% of Board members are foreign
nationals

No additional members were

proposed for election in 2018;
the number of members was

unchanged at nine

(1) The Company does not have any employees and the disclosures required by Article L. 225-37-4-6 of the French Commercial Code are therefore not applicable.
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Obijectives confirmed in 2018 Implementation method

Independence

Employee
representation

At least 50% of Supervisory Board
members should be independent,
based on the definition in the AFEP/
MEDEF Code

Supervisory Board should include
one member representing Group
employees (in line with the voluntary
resolution presented and adopted

at the 2014 Shareholders Meeting)

Supervisory Board Practices

2018 results

Incumbent independent members
to be proposed for election for as
long as they fulfill the independence
criteria (in particular, not to have
served on the Board for more than
12 years) or new independent
members to be proposed for election
to replace members who no longer
fulfill the independence criteria

Re-election of a Board member
representing employees
recommended at the 2018
Shareholders Meeting

On the recommendation of

the Board, Monique Leroux
(independent member) re-elected
and Thierry Le Hénaff elected as
independent member to replace
Pat Cox (who ceased to fulfill the
independence criteria a few months
before his term expired); 78% of
Board members are independent

Cyrille Poughon re-elected,
as recommended, to the
Supervisory Board

The Company is a holding company
and does not have any employees.
The Supervisory Board therefore
decided to postpone its review of
the basis for appointing additional
Group employees to the Board until
the final terms of the law

on employee representation

on company boards are known
("Pacte” bill)

4.3.2 ¢)

Supervisory Board members’ attendance rates

The Supervisory Board met nine times in 2018 — on January 21, January 24, February 9, April 25, May 18, July 5, July 23, October 8/9 and
December 3 — with an average attendance rate (excluding unscheduled Board meetings and including meetings of Board Committees)

of 98.3%.

The attendance rates of the individual Board members are presented in the table below:

Participation at meetings held in 2018

Supervisory Board members

Olivier Bazil

Pat Cox™

Barbara Dalibard
Anne-Sophie de La Bigne
Jean-Pierre Duprieu
Aruna Jayanthi@®

Thierry Le Hénaff®
Monique Leroux

Cyrille Poughon®

Michel Rollier

Supervisory Audit Compensation and
Board Committee Appointments Committee

(9 meetings) (4 meetings) (4 meetings)
9/9 4/4 N/A

4/4 N/A 3/3

9/9 N/A 4/4

9/9 4/4 4/4

9/9 4/4 N/A

9/9 N/A 4/4

4/5 N/A N/A

9/9 3/4 N/A

9/9 4/4 N/A

9/9 N/A 4/4

(1) Pat Cox participated in all meetings of the Supervisory Board and the Compensation and Appointments Committee held up to the end of his term, which expired at

the close of the May 18, 2018 Annual Shareholders Meeting.
(2) Aruna Jayanthi participated in all the meetings of the Compensation and Appointments Committee held after her appointment to the Committee in January 2018.
(3) Thierry Le Hénaff participated in all the meetings of the Supervisory Board held after his election to the Board at the May 18, 2018 Annual Shareholders Meeting.
(4) Cyrille Poughon participated in all the meetings of the Audit Committee held after his appointment to the Committee in January 2018.

N/A: Not applicable.
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4.3.2d) Training for Supervisory Board

members

As part of its training policy for Supervisory Board members, during
the year the Company once again organized a special training
program on the Group'’s operations. The program gave all of the
members an opportunity to acquire or refresh their hands-on insight
into how Michelin’s various businesses are run.

The new member elected to the Board in 2018 was provided with
specific information and insight about the Company, including its
innovation strategy, and research and development activities.

The Supervisory Board held one of its meetings in 2018 at a major truck
tire plant in India. The trip included a presentation about the plant's
history and its production activities, which use advanced technologies,
as well as a half-day tour of the plant and its various units.

The Supervisory Board members also learned about the plant’s
community outreach initiatives, including a program to improve
access to medical care. The Executive Vice President responsible for
the Asia, Africa, India & Middle East Region gave a presentation
about the region, which comprises a very diverse range of markets
and product operating conditions. The presentation gave the
Supervisory Board members an opportunity to converse with local
managers and the Region’s management team.

These topic-specific presentations, along with those made during
the year at Supervisory Board meetings by members of Executive
Management and their teams, are welcomed by Supervisory Board
members as a means of enhancing their understanding of all the
challenges facing the Michelin Group.

4.3.2 e) Changes in the membership of the

Supervisory Board in 2018

Part of the Board's work in 2018 entailed preparing for the expiration
of Supervisory Board members’ terms of office.

The terms of office of Pat Cox, Monique Leroux and Cyrille Poughon
expired at the close of the Annual Shareholders Meeting held on
May 18, 2018.

Monique Leroux and Cyrille Poughon informed the other Supervisory
Board members that they wished to stand for re-election.

In accordance with best governance practices and with the agreement
of the other Supervisory Board members, Pat Cox decided not to
stand for re-election after serving on the Board for more than
12 years without interruption.

The Supervisory Board unanimously thanked Pat Cox for his exceptional
contribution to the Board’s work during his years of membership and
as a member of the Compensation and Appointments Committee.
The Compensation and Appointments Committee decided to
recommend Thierry Le Hénaff as new member of the Supervisory Board.
In reviewing the proposed election of Thierry Le Hénaff, the
Compensation and Appointments Committee took into account the
main candidate assessment criteria, covering his skills, experience,
independence and availability (i.e., that he does not hold too many
other directorships), as well as the Board’s commitment to promoting
Board diversity in terms of both culture and background.

When examining the individual situations of Monique Leroux and
Cyrille Poughon, the Board notably considered:

» the pros and cons of re-electing them;

» the skills and experience they bring to the Board;
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» their availability and involvement in the work of the Board and
its Committees;

» their independence and the absence of any conflicts of interest;

» their contribution to the complementary nature of the Board’s
membership.

Monique Leroux is currently Chair of the Board of Invest Quebec.
She was previously Chair of the Quebec Government's Advisory
Committee on the Economy and Innovation. From 2008 to 2016,
she was Chair of the Board, President and Managing Chairman of
Mouvement des Caisses Desjardins, Canada’s largest cooperative
financial group. She has been a member of Michelin’s Supervisory
Board since 2015 and member of its Audit Committee since 2017.
Monique Leroux is considered by the Supervisory Board as being
an independent member because:

» she does not have any close family ties with either the Managing
Chairman or any member of the Supervisory Board;

» she is not currently and never has been an employee of Michelin
or any of its subsidiaries;

» she has not been a member of the Supervisory Board for more
than 12 years;

» she is not an executive officer of a company in which Michelin
directly or indirectly has a seat on the Board, or in which an
executive officer of Michelin has a seat on the Board;

» she has not been an auditor of Michelin in any of the past five years;

» she is not a shareholder or an executive officer of SAGES, one
of Michelin’s General Partners;

» she is not a customer, supplier or banker that is material for Michelin
or that derives a significant portion of its business from Michelin.

The Board examined Monigue Leroux’s candidature for re-election
for a four-year term, taking into account:

» the pros and cons of re-electing her;
» her excellent understanding of the challenges facing the Group;
» the skills and experience she brings to the Board;

» her experience in the areas of accounting, finance and internal
control;

» her availability, attendance rate and engagement at meetings
of the Supervisory Board and the Audit Committee. In 2017,
her attendance rate at Board and Audit Committee meetings
was 100%;

» the fact that she is an independent member of the Board and
has no conflicts of interest;

» her contribution to the complementary nature of the Board’s
membership.

In particular, the Board considered that Monique Leroux would
continue to give the Group the benefit of her experience in two areas:

» the experience she acquired at Desjardins, one of the largest
North American financial institutions, leading the bank’s dynamic
growth while making it as one of the strongest financial institution
in the world;

» her participation in many international bodies, which gives her
solid insight into the global markets.

On the recommendation of the Compensation and Appointments
Committee, the Supervisory Board decided to recommend that
Monique Leroux be re-elected for a further four-year term. She did
not take part in the Board's discussion or vote. She was re-elected
at the Annual Shareholders Meeting of May 18, 2018 by a majority
of 89.32% of the votes cast.

Cyrille Poughon is currently France-Benelux Retail Market sales office
manager at Manufacture Francaise des Pneumatiques Michelin.



He was first elected to the Supervisory Board in 2014 and despite his
independent mindset and conspicuous participation in Supervisory
Board meetings, the Board considered that he could not be qualified
as independent because of the implicit requirement for him, as a
Michelin employee, to demonstrate loyalty to the Group.

He nevertheless serves on the Supervisory Board with the same
powers as the other members.

The Board examined Cyrill Poughon’s candidature for re-election
for a four-year term, taking into account:

» the pros and cons of re-electing him;
» the skills and experience he brings to the Board;

» his experience in the areas of accounting, finance and internal
control;

» his availability, attendance rate and engagement at meetings
of the Supervisory Board. In 2017, his attendance rate at Board
meetings was 100%;

» his contribution to the complementary nature of the Board’s
membership.

The Board notably considered his international vision of labor relations
and the Company, his understanding of the manufacturing sector
and his deep familiarity with the Group’s organization.

In addition, since 2015 he has been tasked with acting as a neutral
observer of the Group’s social dialogue processes in order to make
an informed contribution to the Board's discussions on this issue.
He has already visited some of the Group’s largest plants worldwide
and presented his observations to the Supervisory Board along with
an overview of the challenges and opportunities. These presentations
have been greatly appreciated by the Supervisory Board members.

On the recommendation of the Compensation and Appointments
Committee, the Supervisory Board decided to recommend that
Cyrille Poughon be re-elected for a further four-year term. He did
not take part in the Board’s discussion or vote. He was re-elected
at the Annual Shareholders Meeting of May 18, 2018 by a majority
of 99.45% of the votes cast.

To replace Pat Cox, who chose not to stand for re-election, the
Supervisory Board asked the Compensation and Appointments
Committee to define a candidate search strategy based on best
practices. The Committee assigned the initial selection process to
a leading independent recruitment firm which shortlisted a certain
number of potential candidates.

After examining these candidates’ profiles in detail, the Committee
decided to recommend Thierry Le Hénaff for election.

Thierry Le Hénaff is Chairman and Managing Chairman of Arkema
and a member of the Board of Directors of Ecole Polytechnique's
Foundation. He began his career with Peat Marwick Consultants
and subsequently held a variety of management positions, including
that of Chairman and Managing Chairman of Bostik Findley, the
company created through the merger of Total’s and EIf Atochem’s
Adhesives divisions.

The Compensation and Appointments Committee considered that
Thierry Le Hénaff would contribute to the Supervisory Board:

» his managerial experience within a major international group;

» his proven ability to support the transformation of an industrial
group, while making it a global leader in its main activities;

» skills and experience that are complementary to those of other
Board members;

» sufficient availability and involvement in the work of the Board
and its Committees;

» an absence of conflicts of interest with the Company;
» a desire to actively participate in the work of the Supervisory Board.
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The Supervisory Board considered that Thierry Le Hénaff qualified
as an independent member because:

» he does not have any close family ties with either the Managing
Chairman or any member of the Supervisory Board;

» he is not currently and never has been an employee of Michelin
or any of its subsidiaries;

» he has not been a member of the Supervisory Board for more
than 12 years;

» he is not an executive officer of a company in which Michelin
directly or indirectly has a seat on the Board, or in which an
executive officer of Michelin has a seat on the Board;

» he has not been an auditor of Michelin in any of the past five years;

» he is not a shareholder or an executive officer of SAGES, one of
Michelin's General Partners;

» he is not a customer, supplier or banker that is material for Michelin

or that derives a significant portion of its business from Michelin.
On the recommendation of the Compensation and Appointments
Committee, the Supervisory Board decided to recommend that
Thierry Le Hénaff be elected for a four-year term. He was elected
at the Annual Shareholders Meeting of May 18, 2018 by a majority
of 99.00% of the votes cast.

43.2f) Preparing recommendations for re-
electing Supervisory Board members
and other resolutions to be presented
at the 2019 Annual Shareholders
Meeting

The Supervisory Board asked the Compensation and Appointments
Committee to review the situation of members whose term was
due to expire at the 2018 Annual Shareholders Meeting, and the
Managing Chairman succession plan.

The Committee’s procedures and recommendations are presented
in the Supervisory Board's report on the resolutions to be submitted
to the 2019 Annual Shareholders Meeting (see section 10.2 of this
Registration Document

4.3.2 g) Activities of the Senior Independent
Supervisory Board Member

Although, in a partnership limited by shares (société en commandite
par actions), none of the Managers (who are equivalent to executive
directors in a joint stock corporation) may also serve as Chairman
of the Supervisory Board, the Board nevertheless decided in 2017
to appoint a Senior Independent Supervisory Board Member.

This role, given to an independent Board member, mainly covers
the following responsibilities specified in the Board's internal rules:

» lead the group of independent Board members;

» organize and chair meetings of independent members (executive
sessions);

» receive information about self-assessments of the Board's work;

» meet with the Chairman of the Board to inform him or her of all
or some of the views or wishes expressed by the independent
members during executive sessions;

» report on his or her activities to the Board.

Barbara Dalibard, Chair of the Compensation and Appointments
Committee and independent Board member, has served as Senior
Independent Supervisory Board Member since 2017.

MICHELIN - 2018 REGISTRATION DOCUMENT 125



CORPORATE GOVERNANCE REPORT
Supervisory Board Practices

In 2018, she organized and chaired two executive sessions, held
without any Managers (equivalent to executive directors) being
present. The main issues discussed during these executive sessions
were as follows:

» membership of the Supervisory Board and its Committees;
» relations between the Supervisory Board and the Managers;
» role of the independent members.

In accordance with the Board’s internal rules, at the meeting on
February 11, 2019, Barbara Dalibard reported to the Supervisory
Board on her activities during 2018. All the Board members expressed
satisfaction with the way she had fulfilled her duties.

As in 2017, she was kept informed about the detailed aspects of
the process for assessing the work of the Board and its Committees
(see report on the results of this self-assessment in section 4.3.2 i)
of this report).

4.3.2h) Review of Supervisory Board

members’ independence
and any conflicts of interest

The Supervisory Board has chosen to refer to all the criteria listed
in the AFEP/MEDEF Code to assess its members’ independence and
obtain assurance that a majority of the members are independent
and without any vested interests (i.e., with no relationship of any
kind whatsoever with the Company or its management which might
risk coloring the member’s judgment™®).

The Supervisory Board's internal rules also explicitly stipulate that
its members are required to inform the Board of any potential or
existing conflict of interest and are banned from taking part in the
discussion and vote on the matters concerned.

In the first phase, the Compensation and Appointments Committee
checks that each Supervisory Board member has formally declared,
in relation to the provisions and abstention obligations of the Board’s
internal rules, that:

» they have no close family ties with the Manager or their fellow
Supervisory Board members;

» they have not, in the past five years, been (i) convicted of fraud,
(i) associated with a bankruptcy, receivership or liquidation,
(iii) the subject of any official public incrimination and/or sanctions
by statutory or regulatory authorities or disqualified by a court
from acting as a member of the administrative, management or
supervisory bodies of an issuer or from acting in the management
or conduct of the affairs of any issuer;

» they do not have a service contract with the Company or any
of its subsidiaries;

» they have not been selected to serve as a Supervisory Board
member pursuant to any arrangement or agreement with a
principal shareholder, customer, supplier or other stakeholder;

» to the best of their knowledge, there are no restrictions on the
disposal within a certain period of time of their Michelin shares,
except for those resulting from insider dealing rules;

» to the best of their knowledge, there are no conflicts of interest
between their obligations towards the Company in their capacity
as Supervisory Board member and their personal interests and/
or other obligations.

Where applicable, the Committee also checks any notifications
given to the Board by its members.

In the second phase, to complete the earlier statements and
observations, the Committee:

» checks that none of the Board members had been an auditor of
the Company during the past five years;

» reviews the period served on the Board by members since they
were first elected, in particular for members who have served
on the Board for 12 or more years;

» checks that no Board member has received any variable compensation
in cash or shares or any other performance-based compensation
from the Company or the Group.

In addition, the Committee examines whether any Board member:

» is or has been in the past five years an employee or executive
officer of the Company, or an employee or executive director of
its parent or a company that the latter consolidates;

» is an executive director of a company in which the Company
holds a directorship, directly or indirectly, or in which an employee
appointed as such or an executive director of the Company
(currently in office or having held such office for less than five
years) is a director;

» is a customer, supplier, investment banker or commercial banker:
¢ that is material to the Company or the Group, or
e that depends on the Company or the Group for a significant
part of its business.

In the third phase, the Committee reviews the situation of Board
members who may personally conduct significant amounts of
business with the Company or be involved with undertakings that
may maintain significant business relations with the Company.

In each case, the Committee starts by examining the nature of the
Board member’s duties in the undertaking concerned, particularly
whether they hold a non-executive position such as member of the
Board of Directors or Supervisory Board, whether they are qualified
as independent by that undertaking and whether they share any
cross-directorships with an executive officer of the Company.

Where a Board member holds an executive or management position,
the Committee examines the nature and scope of the member’s
duties and, if the undertaking is a material competitor, customer or
supplier of the Company, assesses whether the position may give rise
to a conflict of interest between that undertaking and the Company.

When considered necessary, the Committee then analyses individual
situations based on (i) the type of relationship that exists between
the Company and the undertaking concerned and (ii) the amounts
represented by financial transactions between the Company and the
undertaking, applying different materiality thresholds depending
on the type of relationship (revenues in relation to consolidated
revenues, purchase volumes, etc.).

(1) When the Compensation and Appointments Committee assesses the independence of one of its members, that member does not take part in the Committee’s discussion and
analysis of his or her situation nor in the Supervisory Board'’s decision regarding his or her independence.
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The Compensation and Appointments Committee conducted an
independence review in early 2019. Its conclusions were presented
to the Supervisory Board, which discussed and then adopted them.
The review process can be summarized as follows:

The Committee examined the situation of Anne-Sophie de La Bigne
in light of her position with Airbus as Vice President in charge of
Civil Affairs in the Public Affairs Division France. The Committee
noted that (i) Ms. de La Bigne does not hold an executive position
at Airbus with responsibility for purchasing or selling products or
services and (i) her area of responsibility is limited to France.

The Committee nevertheless decided to examine the volume of
business conducted between Michelin and the Airbus, as some of the
latter’s subsidiaries purchase products and/or services from Michelin.

Due to the structure of the aerospace markets served by Michelin
and the companies operating in these markets, the Committee
examined the revenues earned by Michelin in 2018 from the sale
of products and services not only to Airbus companies but also to
these companies’ customers that own or lease aircraft. The sales
figure was then compared to Michelin’s consolidated sales for 2018.

The comparison showed that the sales in question represented
a very limited part of the Group’s consolidated sales for the year.

Consequently, the Committee proposed considering that Anne-Sophie
de La Bigne's indirect business relationship with Michelin by virtue
of her position with the Airbus was not material.

The Committee also examined the business relationship between
Michelin and the Capgemini group, whose Asia-Pacific and Latin
America regions have been headed by Aruna Jayanthi since 2018.

Transactions between the Capgemini group and Michelin represent
only a very small proportion of Michelin’s purchases, and their
contribution to Capgemini’s revenue is not material.

Consequently, the Committee proposed considering that Aruna
Jayanthi’s indirect business relationship with Michelin by virtue of
her position with the Capgemini group was not material.

In addition, the Committee examined the business relationship
between Michelin and Arkema, whose Chairman and Managing
Chairman, Thierry Le Hénaff, was elected as a member of the
Michelin Supervisory Board in 2018.

Transactions between Arkema and Michelin represent only a very
small proportion of Michelin’s purchases and their contribution to
Arkema’s revenue is not material.

Consequently, the Committee proposed considering that Thierry
Le Hénaff's indirect business relationship with Michelin by virtue of
his position with Arkema was not material.

Cyrille Poughon, is an employee of Manufacture Francaise des
Pneumatiques Michelin, one of the Group’s largest operating
companies and its largest French subsidiary. Despite his independent
mindset and conspicuous participation in Supervisory Board meetings,
the Board considered that Mr. Poughon could not be qualified as
independent because of the implicit requirement for him, as a
Michelin employee, to demonstrate loyalty to the Group.
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The Compensation and Appointments Committee decided that,
to avoid any ambiguity and in the Company’s interests, the
Chairman of the Supervisory Board, Michel Rollier, Chairman of
the Supervisory Board of Somfy SA, should continue to be qualified
as a non-independent member of the Supervisory Board, despite
the fact that he stepped down from his executive position at
Michelin more than five years ago (at the Shareholders Meeting of
May 11, 2012). Michel Rollier, who is a member of the Committee,
did not take part in the discussion of his situation and was not
involved in determining the Committee’s conclusions.

Having reviewed the Compensation and Appointments Committee’s
analyses, the Supervisory Board decided that all of its members,
with the exception of Cyrille Poughon and Michel Rollier, are
independent based on the criteria in the AFEP/MEDEF Code.
These independent members represent just under 78% of total
Supervisory Board members, a significantly higher proportion than
that recommended in the AFEP/MEDEF Code, which states that
half of the Board members of widely-held corporations without
controlling shareholders should be independent.

4.3.2i) Assessment of the Supervisory
Board’s practices

In 2018, the assessment was performed by the Chairman of
the Supervisory Board and consisted of interviewing each Board
member individually based on a questionnaire that they had
received beforehand.

In addition, with the agreement of the Chair of the Compensation
and Appointments Committee, each Board member's personal
contribution was assessed by a firm of consultants, based on
individual interviews.

The self-assessment concerned the following matters:

» the Board’s role and organization;

» the choice of topics addressed and the time allocated to them;
» governance;

» the Board’s overall qualifications;

» the quality and quantity of information received,;

» performance management;

» the Committees’ practices.

As is the case every year, an exchange of views and a discussion of
Board practices among its members was included on the agenda
of the February 11, 2019 Supervisory Board meeting.

The self-assessment confirmed the Board members’ high level of
satisfaction, which was on par with that of previous years.

In particular, members appreciated the quality of the presentations
made to the Board, and their very frank and open discussions with
Group management.

The areas for improvement suggested by members concerned their
desire to better understand the Group’s corporate social responsibility
and environmental challenges, as well as the processes deployed to
identify key executives who have the potential to join the executive
management team.
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43.2J) Implementation of the “comply or explain” rule

In accordance with Article L. 225-68 of the French Commercial Code and paragraph 27.1 of the AFEP/MEDEF Code and the corresponding
implementation guidance, the Supervisory Board considers that it complies with the recommendations of the AFEP/MEDEF Code, as adapted
to the Company’s structure as a French partnership limited by shares (S.C.A.), which was adopted at the time of its formation in 1863,
except as explained below:

AFEP/MEDEF Code
recommendation

Explanation

Material transactions
outside the scope of the
firm's stated strategy
should be subject to
prior approval by the
Board of Directors
(Recommendation 1.9,
first and second bullet
points)

This recommendation in Article 1.9 of the AFEP/MEDEF Code (first and second bullet points) is not directly
applicable because of the Company’s legal form as a partnership limited by shares. With this type of partnership,
the Managing General Partners have unlimited personal liability and their powers are completely separate from
those of the Supervisory Board, with the result that the Supervisory Board has no authority to become involved

in managing the Company.

However, to (i) ensure that the Supervisory Board exercises effective oversight of the Company’s management and
(i) adhere to the spirit of the AFEP/MEDEF recommendation, since 2011 the Company has amended its Bylaws",
as well as the Supervisory Board's internal rules.

Pursuant to the internal rules, the Managing Chairman must submit to the Supervisory Board details of any
planned capital projects, new commitments, asset disposals or business acquisitions representing material
amounts and any other investment projects (i.e., other than business acquisitions) in excess of €100 million, before
any final decision is made.

This means that the Supervisory Board is automatically consulted about all projects that are material for the Group.
Moreover, as it expresses an opinion on such projects, it is clearly able to report to shareholders thereon

if appropriate.

This approach complies with the spirit and aims of the recommendation.

Appointment to

the Compensation
Committee of a Director
representing employees
(Recommendation 17.1)

The Company chose to recommend that employees should be represented on the Supervisory Board and an
employee of a Group company — Cyrille Poughon — was elected to the Supervisory Board at the 2014 Annual
Shareholders Meeting, then re-elected at the 2018 Annual Shareholders Meeting by a majority of 99.45%

of the votes cast.

However, the Compensation and Appointments Committee, which determines executive compensation, does not
include any member representing employees.

The Company is a holding company and does not have any employees. The Supervisory Board therefore decided
to postpone its review of the basis for (i) appointing an employee to sit on the Compensation and Appointments
Committee and (i) appointing additional Group employees to the Board until the final terms of the law on
employee representation on company boards are known (“Pacte” bill).

Termination of
employment contract in
the event of becoming
a company officer
(Recommendation 21)

Due to their status and specific responsibilities, under the long-standing compensation policy applied to Managing
General Partners, these partners cease to be covered by any employment contract that may have existed between
them and a Group company prior to becoming Managing General Partner. This rule applies even if they have
acquired considerable seniority with the Group.

Besides, certain features of the Manager team in place since the 2018 Annual Shareholders Meeting and

Yves Chapot’s mandate as General Manager justify suspending Mr. Chapot's pre-existing employment contract

with a Michelin Group company:

» Yves Chapot is not the most senior Manager; he reports to the Managing Chairman who, according to the
Company's Bylaws, defines the Managers' areas of responsibility and any restrictions on their powers, as well as
setting their annual objectives;

» the position of General Manager is therefore similar to that of a Chief Operating Officer or a member of the
Management Board of a joint stock corporation. The AFEP/MEDEF Code does not recommend suspending these
executives’ employment contracts;

» Yves Chapot has acquired considerable seniority, having worked for the Michelin Group without interruption
for over 26 years (since 1992);

» if Yves Chapot were to cease to be a Manager, any compensation for loss of office or non-compete benefit
due to him would be reduced or cancelled if necessary so that the total amount payable — including the
termination benefit in respect of his suspended employment contract — did not exceed his final two years' total
compensation.

Payment of a non-
compete benefit upon
retirement or upon
reaching the age of 65
(Recommendation 23.4)

In the same way as Michelin employees who have specific expertise that needs to be protected to prevent its use
by a competitor in a manner that is detrimental to the Company’s interests, each Manager is subject

to a non-compete clause®.

In the June 2018 version of the AFEP/MEDEF Code, the recommendation concerning payment of a non-compete
benefit has been modified to include the following stipulations: “(...) no non-compete benefit to be paid once the
officer claims his or her pension rights” and “In any event, no benefit can be paid over the age of 65".
Jean-Dominique Senard, Managing Chairman, turned 65 in 2018 and will be eligible to claim pension rights

in 2019. In addition, his term will expire at the close of the Annual Shareholders Meeting to be called in 2019

to approve the 2018 financial statements. Under the Group’s 2019 compensation policy, application of the
non-compete clause to Jean-Dominique Senard will be waived and no benefit will be due to him. This decision
complies with the new recommendation set out above.

Florent Menegaux is 57 and was appointed as Manager at the 2018 Annual Shareholders Meeting. Under the 2019
compensation policy, the terms of his non-compete clause would be modified this year so that no non-compete
benefit would be paid once had he claimed his pension rights or turns 65.

Yves Chapot is 56 and was appointed as Manager at the 2018 Annual Shareholders Meeting. Under the 2019
compensation policy, the terms of his non-compete clause would be modified this year so that no non-compete
benefit would be paid once had he claimed his pension rights or turns 65.

(1) Article 17 of the Bylaws states that “(...) The Supervisory Board is jointly and regularly informed about the Companfy’s situation and the key issues listed in the

Supervisory Board's internal rules. The Supervisory Board reports to the Shareholders Meeting on the fulfillment o

its duties (...)".

(2) Please refer to sections 4.4.1 a) 7 and 4.4.2 m).
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Diversity policy
(L. 225-37-4-6)

The Supervisory Board's diversity policy is described in section 4.3.2 b) above.
The Company does not have any employees and the disclosures required by Article L. 225-37-4-6 of the French

Commercial Code are therefore not applicable.

4.3.2k) Audit Committee

/ Members

The Audit Committee has at least three members appointed for
their full term as Supervisory Board members. At least two-thirds of
the members must be independent. Since January 2018 the Audit
Committee has comprised the following members:

» Olivier Bazil, independent member and Committee Chairman.

Olivier Bazil was born in 1946 and is a French national. He is a
Director of Legrand™ and a member of Legrand’s Strategy and
Social Responsibility Committee and Nominating and Governance
Committee. In 2017, he was also a Director of Vallourec®,
Chairman of Vallourec’s Audit Committee and a member of its
Strategy Committee.

He has spent his entire career with Legrand®, which he joined in
1973 as Deputy Company Secretary before going on to become
Chief Financial Officer (1979), a Director (1989), Deputy Managing
Chairman and a member of the Executive Committee (1994),
and then Vice Chairman of the Board of Directors and Chief
Operating Officer.

Mr. Bazil is a graduate of HEC and holds an MBA from Harvard
Business School.

» Jean-Pierre Duprieu, independent member.

Jean-Pierre Duprieu was born in 1952 and is a French national.
He is an independent Director of Korian®™ and Chairman of
the Compensation and Appointments Committee, as well as
member of the Audit Committee. He is the former Executive Vice
President of the Air Liquide group™ and from 2010 was in charge
of supervising the group’s European and Healthcare activities, as
well as corporate functions, including information systems and
Efficiency/Purchasing programs.

» Anne-Sophie de La Bigne, independent member.

Anne-Sophie de La Bigne was born in 1960 and is a French
national. Since 2008, she has been Vice President in charge of
Civil Affairs in the Public Affairs Division, France, at Airbus®.

She began her career in 1983 as a financial controller with the
Matra group before joining the Strategy & Business Development
Department of the Lagardére group, where she worked from
1985 to 1999. She subsequently became Head of the Strategic
Analysis Department at Aerospatiale Matra/EADS, a position she
held until 2001.

Between 2001 and 2006, she served as Vice President, Strategy
and European Affairs, at Groupement des Industries Francaises
Aéronautigues et Spatiales (GIFAS) and from 2006 to 2007, she
was responsible for international corporate relations in the EADS™
Public Affairs Division.

» Monigue Leroux, independent member.

Monique Leroux was born in 1954 and is a Canadian national.
She is currently Chair of the Board of Invest Quebec and Chair of
the Quebec Government’s Advisory Committee on the Economy
and Innovation. From 2008 to 2016, she was Chair of the Board,
President and Managing Chairman of Mouvement des Caisses

(1) Listed company.

Desjardins, Canada’s largest cooperative financial group. She has
been a member of the Board of Directors of the International
Cooperative Alliance since 2013, serving as its President from
2015 to 2017. In 2017, she was appointed by Canada‘s Prime
Minister as a member of the Canada-United States Council for
Advancement of Women Entrepreneurs and Business Leaders.
She is also Chair of the Board of Governors of the Society for
the Celebration of Montreal’s 375™" Anniversary. She sits on the
Board of Directors of Bell (BCE), Couche-Tard (ATD), Michelin
(ML-France) and S&P Global (United States), and is a Strategic
Advisor to Fiera Capital.

Monique Leroux is a Companion of the Canadian Business and
Investment Industry Halls of Fame, member of the Order of
Canada, Officer of the Ordre national du Québec, a Chevalier of
the Légion d’honneur (France) and a recipient of the Woodrow
Wilson Award (United States). She has been inducted as a Fellow
of the Order of Certified Public Accountants and Fellow of the
Institute of Corporate Directors, and holds honorary doctorates
from eight Canadian universities.

» Cyrille Poughon, non-independent member (non-executive).

Cyrille Poughon is currently France-Benelux Retail Market sales
office manager at Manufacture Francaise des Pneumatiques
Michelin. He began his career with the Michelin Group in
1996 and has held a variety of positions in sales and logistics.
He served as Secretary of Michelin’s European Works Council until
2014. In 2015, he followed the “Certified Corporate Director”
training program organized by Sciences-Po and Institut Francais
des Administrateurs.

All of the Audit Committee’s members have financial or accounting
skills and, due to the extensive experience acquired during their careers,
notably as part of the executive management and strategic advisory
teams of large corporations, Anne-Sophie de La Bigne, Monique
Leroux, Olivier Bazil, Jean-Pierre Duprieu and Thierry Le Hénaff
have a deep understanding of financial and accounting matters.

/ Role and responsibilities

The main provisions of the Audit Committee’s internal rules are
outlined below.

The Audit Committee assists the Supervisory Board in fulfilling its
oversight role. It operates as a specialized committee tasked with
addressing issues related to the preparation and control of accounting
and financial information in accordance with Articles L. 823-19 and
L. 823-20-4 of the French Commercial Code.

The Audit Committee’s role includes:

» reviewing the annual and interim financial statements, as approved
by the Managing Chairman and audited by the Statutory Auditors,
as well as the quarterly financial information;

» obtaining assurance that the Group’s accounting methods and
policies are appropriate and are applied consistently, and overseeing
the quality of information given to the shareholders;

» reviewing off-balance sheet commitments;

» assessing the effectiveness of internal control and risk management
systems;
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» reviewing all of the Group’s risks, assessing the effectiveness
of measures taken to control these risks and examining their
accounting treatment and the related disclosures in the Group’s
communications;

» reviewing the Statutory Auditors’ annual audit programs;

» reviewing the Quality, Audit and Risk Management Department’s
internal audit programs and recommending internal audits of
specific financial risks;

» verifying the Statutory Auditor’ independence and objectivity and
expressing an opinion about their appointment or re-appointment.

/ Committee practices

The Committee’s work program and meeting schedule are decided
by the Supervisory Board, in agreement with management.

In view of the distance they may have to travel to attend meetings
and the other business commitments not only of the Supervisory
Board and Audit Committee members but also of the members of
Executive Management, the Audit Committee conducts its formal
review of the financial statements half a day before they are examined
by the Supervisory Board.

However, to enable the Committee to perform its work as efficiently
as possible:

» the documents concerning the financial statements are made
available to the Committee members several days in advance;

» the Chairman of the Audit Committee meets with the Group’s
Chief Financial Officer in advance to review the financial statements
and prepare the Committee’s meeting.

This process ensures that the discussion of the financial statements
by the Committee and the Board is both efficient and of a high
quality, in accordance with the recommendations in the AFEP/
MEDEF Code on the organization of the Audit Committees’ work.

The Committee may also call on the services of independent experts.
In addition, the Committee meets with the Statutory Auditors once
a year without any members of management being present.

The Committee chooses the location of its meetings and may decide
to conduct meetings by videoconference.

The Committee’s Chairman reports on the Committee’s work to
the Supervisory Board several times a year.

The Audit Committee monitors issues relating to the preparation and
control of accounting and financial information, in accordance with
Articles L. 823-19 and L. 823-20-4 of the French Commercial Code.

The Committee met four times in 2018 — on February 8, April 24,
July 23 and November 23 — with a 95.0% attendance rate.

/ Activities

During its meetings, the Audit Committee made inquiries of:
» the Group Health Coordination Director;

» the Chief Financial Officer;

» the Legal Affairs Director;

» the Deputy Chief Financial Officer;

» the Senior Vice President, Accounting;

» the Senior Vice President, Corporate Development;

» the Senior Vice President, Group Investment Portfolio;

» the Senior Vice President, Group Internal Control;

» the Executive Vice President, Audit, Quality, Internal Control
and Risk Management;

» the Group Tax Affairs Director;
» the Group Budget Controller;
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» the Executive Vice President, Corporate Information Systems;
» the OPE program Director;

» both Statutory Auditors.

The main purpose of the meetings held in 2018 was to review:

» the audited parent company and consolidated financial state-
ments for the year ended December 31, 2017, and the parent
company projections prepared in accordance with French law.
The Committee focused on reviewing the treatment of recently
acquired businesses in the consolidated financial statements,
the cash-settled convertible bond issues, the creation of a retail
joint venture, and 2017 key figures and non-recurring events.
[t noted that the audit of the accounts had gone smoothly.
The Statutory Auditors reported to the Committee on their audit,
noting that they would be issuing an unqualified opinion, without
any emphasis of matter, on both the separate and consolidated
financial statements. They also submitted their written report to
the Audit Committee;

» the interim consolidated financial statements for the six months
ended June 30, 2018 and the information on the parent company
projections prepared in accordance with French law. The Committee
performed a detailed review of the Group’s results for the first
half of 2018 and discussed with the Statutory Auditors the
nature and conclusions of their work. The Statutory Auditors
reported to the Committee on their limited review of the interim
financial statements for the six months ended June 30, 2018.
Their limited review report did not contain any qualifications or
emphasis of matter;

» Investment projects. The Executive Vice President, Corporate
Development and the Senior Vice President, Group Investment
Portfolio described the project management process and presented
an analysis of the results of major capital projects, as well as the
related return on investment;

» the organization of information and risk management systems.
The Executive Vice President, Corporate Information Systems
presented the current situation of the information systems units
and the risks associated with information systems activities;

» risk management processes and the internal audit program.
The Executive Vice President, Audit, Quality, Internal Control and
Risk Management, the Senior Vice President, Audit and the Senior
Vice President, Risk Management presented the overall internal
control process, the self assessments and audits carried out since
the last presentation and the progress made in implementing
related action plans;

» execution of the OPE Business Process Management System
program. The program director outlined the various phases of
the program, its deployment status and the related budget;

» the new organization’s reporting and management processes.
The Executive Vice President, Accounting described how IAS 8
was being applied to the new organization and the Group Budget
Controller outlined the consequences of the new organization
for the Group’s budget management;

» the Group competitiveness plan. The Group Budget Controller and
the Manufacturing Division Business Partner Controller presented
an analysis of the Group’s competitiveness, particularly in terms
of production costs;

» the subsidiary control structure project. The Group Tax Affairs
Director outlined the project, which aims to simplify the Group’s
legal organization chart;

» legal risk management. The Legal Affairs Director presented the
legal risk management policy, the organization of the management
process and the awareness-raising and training initiatives launched
by the department;



» impact of new IFRS accounting standards. The Deputy Chief Financial
Officer and the Senior Vice President, Accounting presented the
two new standards (IFRS 16 and IFRS 23) and commented on the
work needed for their application by the Group.

The Chairman of the Audit Committee reported to the Supervisory

Board on the Committee’s work on February 9, April 25, July 23,

and December 3, 2018.

43.21) Compensation and Appointments
Committee
/ Members

The Compensation and Appointments Committee has at least
three members, appointed for their full term as Supervisory Board
members. The Chairman and a majority of the members must be
qualified as independent.

The current members of the Compensation and Appointments
Committee are':

» Barbara Dalibard, an independent member of the Supervisory
Board since her election, Chair of the Committee since October
2015 and Senior Independent Member of the Supervisory Board
since May 2017. Barbara Dalibard was born in 1958 and is a
French national. She is currently Managing Chairman of SITA.
Her previous positions included Managing Chairman of SNCF
Voyageurs, member of the France Telecom group Management
Committee in charge of enterprise communication solutions,
and various management positions within France Telecom and
the Alcatel group;

» Aruna Jayanthi, an independent member of the Supervisory Board
since her election. Aruna Jayanthi was born in 1962 and is an
Indian national. Since 2018, she has been Managing Director,
Asia Pacific and Latin America Business Unit at Capgemini.
She was previously Managing Chairman of a Business Services
Unit providing BPO and Platform (integrated technology and
operations) services (Capgemini & IGATE). From 2011 until
the end of 2015, Aruna Jayanthi was Managing Chairman of
Capgemini India, responsible for overseeing all of the Capgemini
group’s operations in India, covering Consulting, Technology
and Outsourcing Services provided by some 50,000 employees;

» Anne-Sophie de La Bigne, an independent member of the Supervisory
Board and member of the Audit Committee. Anne-Sophie de La Bigne
was born in 1960 and is a French national. Since 2008, she has
been Vice President in charge of Civil Affairs in the Public Affairs
Division, France, at Airbus®.

Anne-Sophie de La Bigne began her career in 1983 as a financial
controller with the Matra group before joining the Strategy &
Business Development Department of the Lagardére group, where
she worked from 1985 to 1999.

She subsequently became Head of the Strategic Analysis Department
at Aerospatiale Matra/EADS, a position she held until 2001.

Between 2001 and 2006, she served as Vice President, Strategy
and European Affairs, at Groupement des Industries Francaises
Aéronautigues et Spatiales (GIFAS) and, from 2006 to 2007, she
was responsible for international corporate relations in the EADS'
Public Affairs Division;

» Michel Rollier, a non-executive non-independent member. Michel
Rollier was born in 1944 and is a French national. He is Chairman
of the Supervisory Board and is also Chairman of the Supervisory
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Board of Somfy SA®. He began his career at Aussedat-Rey (part
of the International Paper group) in 1971, initially occupying the
post of Financial Controller before going on to head up a business
unit. He then held the position of Chief Financial Officer between
1987 and 1994 and subsequently Deputy Managing Chairman
from 1994 to 1996. He joined Michelin in 1996 as Vice President,
Financial & Legal Affairs and then served as Chief Financial Officer
and a member of the Executive Council from 1999 to 2005.
He was elected Managing General Partner by the Shareholders
Meeting of May 20, 2005, serving alongside Edouard Michelin
until Mr. Michelin’s tragic death in 2006. Mr. Rollier stepped down
as Managing General Partner in May 2011.

The Company chose to recommend that employees should be
represented on the Supervisory Board and an employee of a Group
company — Cyrille Poughon — was elected to the Supervisory Board
at the 2014 Annual Shareholders Meeting, then re-elected at the
2018 Annual Shareholders Meeting by a majority of 99.45% of
the votes cast.

The Company is a holding company and does not have any
employees. The Supervisory Board therefore decided to postpone
its review of the basis for (i) appointing an employee to sit on the
Compensation and Appointments Committee and (ii) appointing
additional Group employees to the Board until the final terms of
the law on employee representation on company boards are known
("Pacte” bill).

This exception to the full application of the AFEP/MEDEF Code’s
recommendations is mentioned in the table in section 4.3.2 j)
prepared in accordance with the “comply or explain” rule.

The main provisions of the Compensation and Appointments
Committee’s internal rules are outlined below.

/ Role and responsibilities
The Committee’s role encompasses:

» senior management compensation policy, including the criteria
used to determine:
¢ fixed and variable compensation paid to members of the
Executive Committee,
¢ variable compensation paid to other senior executives,

» the stock option and performance share allocation policy;

» senior management appointments policy; senior management
career and succession plans;

» the policy concerning the appointment of Managers, including career
and succession plans, developed jointly with the Non-Managing
General Partner (SAGES) in line with the Company’s Bylaws.

Concerning the specific issue of the compensation paid to the
Managers, in light of the legal provisions specifically applicable to
partnerships limited by shares and the provisions of the Bylaws, the
Committee makes proposals to the Supervisory Board about the
various components of the Managers’ packages which currently
include (i) variable compensation that depends on one or several
performance criteria and (ii) fixed compensation paid by a subsidiary
in respect of their duties within the subsidiary.

The Committee’s proposals help the Supervisory Board to formulate
recommendations to the Non-Managing General Partner about
the different components of the variable compensation payable
to the Managers.

The Committee also reviews all amounts and benefits due, awarded
or to be awarded to the Managers for the previous year by Group
companies.

(1) Pat Cox, member of the Supervisory Board until his term expired at the close of the Annual Shareholders Meeting of May 18, 2018, participate