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MESSAGE OF JEAN-PASCAL TRICOIRE
CHAIRMAN AND CEO

Successes amid a challenging year

> Message from
Jean-Pascal Tricoire

CHAIRMAN AND CEO

Closing Connect, company program.....

In 2014, Schneider Electric’s focus on the execution of its strategy
and the integration of Invensys drove revenues up 6.6%, despite a
difficult environment marked by a slowdown in new economies and
a continued weakness in Western Europe.

On an organic basis, our revenues grew 1.4%. Growth was more
robust at 3.2% in three of our four businesses, excluding the
Infrastructure business which remained impacted by the weak
utility market in Europe. Adjusted EBITA was €3.5bn and net
income reached a record high €1.9bn. The proposed dividend is
€1.92 per share, up 3%.

Our global footprint and balanced presence continued to be a
strong assets for relience, as pick-up in U.S. growth compensated
for the slowdown in China. In the U.S. we consolidated our market
leading position in core Building & Partner business and benefitted
from a strong construction market. We came back to growth in IT,
and developed vigorously Industry and Infrastructure sales.

The Invensys acquisition proceeded swiftly, with integration targets
all exceeded in the first year. We already generated significant
costs savings of €75m at the end of 2014. We are now building a
solid pipeline of commercial synergies in all our key geographies
and have confirmed complementarities and synergies with our
Industry and Infrastructure businesses. This acquisition has
reinforced our industrial automation capabilities, our software
portfolio and boosted our position in key electro-intensive
segments. We have strengthened our leadership position in
operation management software and we now combine a new
wealth of possibilities in process and manufacturing automation
with franchises like Wonderware, Advantis, SimSci, Citec and
Struxureware.
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In 2014 we closed Connect that laid solid foundations for future
growth and brought some remarkable achievements: it accelerated
our tailored supply chain; it enabled great progress in services; and
it initiated our digitization journey. The Tailored Supply Chain
initiative improved our performance on delivery and led to
significant improvements in customer satisfaction. We identified
points of progress and launched initiatives to offer new values to
our customers. Our work on this front was recognized by
independent organizations, such as Gartner, who ranked
Schneider Electric No. 22 on its list of European companies that
achieved supply chain excellence and by the SCM world
profession award. This has positively impacted our profitability and
cash thanks to industrial productivity and inventory optimization.
Services remain a growth engine for the Group and outgrew the
rest of the Group by 7 point on average per annum.

....Introducing Schneider is On—customers at the
center

The world of energy is transforming. The convergence of IT and
energy technologies, the internet of things applied to energy,
allows increasing control and anticipation in the use of energy and
resources. The energy world is becoming more connected, more
distriouted, more electric and more efficient.



This change is happening fast; agility and speed are key. The new
company program Schneider is On focuses on 5 main areas: more
value-creation for our customers with increasingly targeted
services and enlarged business proposition; enhanced digitization
of systems and products; higher innovation through more efficient
R&D; continued focus on sustainability & energy access for all; and
emphasis on talents and competencies.

Schneider is On runs to 2020 and puts customers at the heart of
all of Schneider Electric’s concerns. We believe in people and
partnerships and trust that through speed, innovation and creativity
we will continue to best serve the world of energy and automation
in a sustainable way. Helping customers and partners do more
with less, towards more growth and simplification; making their life
and ecosystems safe, reliable, efficient and sustainable. We are
uniquely positioned to serve the fast growing needs of this new
energy world.

Sustainability & Innovation

In sustainable development, 2014 has been a year of innovation
and recognition. Since 2009, through our access to energy
program, we have equipped close to 2.4 million households with
energy solutions, while training 70,000 people from underprivileged
origins in energy trades. We also trained over 500,000 people
through Energy University and Solar Decathlon in energy
management subjects. At the end of Connect, the Planet & Society
barometer exceeds its 3-year target and shows improved results in
its three dimensions: Planet, Profit, and People. Our sustainability
approach has been recognized externally by relevant ratings along
the year: we are sector leader in the Dow Jones Sustainability
Index for the 2nd year; we have been selected in the two indices of

MESSAGE FROM JEAN-PASCAL TRICOIRE
CHAIRMAN AND CEO

CDP; and we rank 9th in the "Global 100" index in January 2015,
in the top 10 for the 2nd year. In our new Planet & Society
barometer, we have decided to raise the bar. It will address our five
sustainability megatrends: Climate, Circular Economy, Poverty,
Ethics and Health.

2015 and beyond

The 2015 macro environment is uncertain. We see continued
growth in the U.S., stabilization in Europe and a mixed picture in
new economies.

In this context, we see opportunities for growth, as we focus on
providing more to our customers, bringing them the most value
from our collective strength. More competencies, better intimacy,
more tailored solutions and deliveries, more digitization, more
innovation, and more simplicity. We also work actively on a better
return on the capital we employ, as we focus on our collective
efficiency and integrate further the capabilities we have assembled.

We will take advantage of historically low financing conditions to
lengthen our debt maturity and proceed to some share buyback.
Our high level of cash generation enables us to consider bolt-on
acquisitions in our core and most profitable businesses. In parallel,
we will continue to review our portfolio and contemplate the
disposal of non-core businesses. To illustrate our confidence in the
Group's future growth prospects, we have introduced a
progressive dividend policy with no year-on-year decline of
dividend.

We look forward to continuing this journey with you towards a
strong 2015.

2014 REGISTRATION DOCUMENT SCHNEIDER ELECTRIC 3



INTERVIEW WITH EMMANUEL BABEAU
DEPUTY CEO, IN CHARGE OF FINANCE AND LEGAL AFFAIRS

Schneider Electric has delivered on its 2014 targets,
what are the performance highlights?

> Interview with
Emmanuel Babeau

DEPUTY CEO, IN CHARGE OF FINANCE AND LEGAL
AFFAIRS

Schneider Electric launched its new company
program, what are the ambitions of the program?

We achieved +6.6% growth and +1.4% organic growth in 2014
thanks to the solid performance of Buildings & Partner and Industry
through the year and the good H2 of our IT Business. Mature
countries accelerated in H2, taking the relay of new economies,
which grew faster in H1. Services continued to perform strongly, as
we continued to invest. We also improved our Adjusted EBITA
margin by 40bps at constant FX and current scope, and Adjusted
EBITA reached €3.5 bhillion. Net profit was up 3%, c. 11% at
constant FX at €1.9 billion. Invensys also contributed strongly to
the Group performance. This solid performance enabled us to
propose a €1.92 dividend per share, up 3% compared to last year.

Invensys joined the Group in 2014, how was the
performance in the first year?

Invensys performed strongly in its first year within the Group with
revenues up 2% organically and adjusted EBITA margin up 5.5
points to 14.8%, driven by gross margin improvement and cost
synergies. This strong performance generated a double-digit
accretion to group EPS in 2014, highlighting how focused M&A
can deliver value to our shareholders. Integration is progressing
well and we are on track to deliver all synergies highlighted at the
time of the acquisition.
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Schneider is On is building on the achievements of Connect and
aims to deliver more value to our customers and shareholders
through five focused initiatives on growth, innovation, digitization,
simplification and employees development. We have also
expressed our ambition to drive further improvement of our
financial results. We target a 3% to 6% average organic growth for
our revenues across the economic cycle. This growth should allow
us to generate an adjusted EBITA margin between 13% and 17%,
depending on the global economic conditions. On top of this
financial performance, the quality of our cash generation and our
discipline in terms of industrial and financial investments should
allow us to improve our Return on Capital Employed(ROCE) in the
next 2/3 years and generate a ROCE between 11% and 15%
across the cycle.

Could you highlight the key initiatives to deliver
attractive shareholder returns over the coming years?

We are focused on continuing to generate attractive returns to our
shareholders. Over the coming years, we expect to grow our
adjusted EBITA through top-line growth and efficiency
improvements. We target €1.4 to 1.5 billion efficiency savings as
highlighted in the new company program. This combined with a
€1.0 to 1.5 bilion share buyback and possible value creating
bolt-on M&A will support our objective to grow EPS strongly in the
next years. We will continue to keep a very strong balance sheet
while having some flexibility to take advantage of the current low
financing conditions and we will review our portfolio for potential
disposals for non-core businesses. Last, as a reflection of our
confidence in our future growth, we have put in place a
progressive dividend policy with no year on year decline.



> Leadership team

Executive committee (as of February 19, 2015)

1 Jean-Pascal Tricoire

Chairman & Chief
Executive Officer

€][e]oF]
functions

2 Emmanuel Babeau
Deputy Chief Executive Officer
in charge of Finance and Legal Affairs
3 Olivier Blum
Executive Vice-President,
Global Human Resources
4 Annette Clayton
Executive Vice-President,
Global Supply Chain
S Hervé Coureil
Executive Vice-President,
Information Systems
6 Michel Crochon
Executive Vice-President,
Strategy & Technology
7 Daniel Doimo
Executive Vice-President, Global Solutions

8 Chris Hummel

Executive Vice-President,
Global Marketing

LEADERSHIP TEAM

Operations

9 JulioRodriguez
Executive Vice-President, Global Operations

10 Laurent Vernerey

Executive Vice-President,
North America Operations

11 ZHUHai
Executive Vice-President, China Operations

Businesses

12 Frédéric Abbal
Executive Vice-President, Infrastructure

13 ClemensBlum
Executive Vice-President, Industry

14 Philippe Delorme
Executive Vice-President, Buildings & Partner

15 Hal Grant
Executive Vice-President, IT

2014 REGISTRATION DOCUMENT SCHNEIDER ELECTRIC 5



LEADERSHIP TEAM

Board of Directors (as of February 18, 2015)

Jean-Pascal Tricoire

Chairman & Chief Executive Officer

Léo Apotheker*

Vice-Chairman independent lead director
Betsy Atkins*

Corporate Director

Xavier Fontanet*

Corporate Director

Noél Forgeard*

Senior Partner Arjil SAS

Antoine Gosset Grainville*

Lawyer («Avocat a la Cour»)

Magali Herbaut

Member of the Supervisory Board of «Schneider Actionnariat»,
corporate mutual fund

Jeong Kim*

Corporate Directors

Willy R. Kissling

Corporate Directors

Linda Knoll*

Human Ressources Director and member of the executive
committee of CNH INDUSTRIAL N.V.

Governance and compensation

Committee

Léo Apotheker*
Chairman

Willy Kissling
G. Richard Thoman*
Claude Bébéar

Secretary
Philippe Bougon

Human resources

and social responsibility committee

Henri Lachmann
Chairman

Magali Herbaut
Linda Knoll*
Cathy Kopp*
Willly Kissling

Secretary
Olivier Blum
Executive Vice-President, Global Human Ressources

Cathy Kopp*

Corporate Director

Henri Lachmann
Corporate Director
Gérard de La Martiniére
Corporate Director

Lone Fgnss Schrader*
Corporate Director

G. Richard Thoman*

Managing Partner of Corporate Perspectives
and University Professor

Non-voting Directors
Claude Bébéar

Corporate Director

Gregory Spierkel

Corporate Director
Secretary of the Board
Philippe Bougon

Audit and risk committee

= _=n

Gérard de La Martiniére
Chairman

Lone Fonss Schrgder*
Noél Forgeard*
Antoine Gosset-Grainville*

Secretary
Pierre Lévéque
Internal Audit Director

Strategy committee

Xavier Fontanet*
Chairman

Léo Apotheker*
Betsy Atkins*
Noél Forgeard*
Jeong Kim*
Gregory Spierkel
Secretary

Michel Crochon
Executive Vice-President, Strategy & Technology

Statutory auditors

Principal auditors
Ernst & Young et Autres
Mazars

Alternate auditors
Société Auditex

M. Thierry Blanchetier

* Independent directors according to the definition defined by AFEP-MEDEF corporate governance guidelines.
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KEY FIGURES 2014

> KeyFigures 2014

SCHNEIDER ELECTRIC

Full year revenues up +6.6%, +1.4% organically

Net income up +3%, c. +11% at constant FX

Proposed dividend of €1.92, up +3%

Solid cash conversion at 96%

Consolidated revenues (in billions of euros)

Revenue was up 1.4% on a constant structure and exchange rate

23.9 23.4 249 basis. 2014 organic growth remained contrasted by region and by
22.3 business. Early cycle businesses (Buildings & Partner and Industry)
19.6 drove revenues up, IT business returned to growth and
Infrastructure declined, but showed signs of improvement at the
end of the year. From a geographic standpoint, both mature
countries and new economies contributed to growth. North
America benefited from favorable construction and data center
markets, Western Europe remained impacted by utilities but saw
M 12 14

improvements in the second half and Asia-Pacific grew at a slower
pace due to the slowdown in China.

New economies accounted for 44% of 2014 revenue.

10 13D
(1) 2013 figures restated due to the full consolidation of Delixi

(previously consolidated proportionally at 50%), CST reclassification
in discontinued operations and other minor changes.

Adjusted EB'TA(2) (in millions of euros and as a % of revenue)

14.7% 14.3% 13.9% Full year 2014 adjusted EBITA was EUR3,463 million, representing
9 : .9% of revenue. Industrial productivity was the key organic driver

o V43% 3515 2355 3463 13.9% 0 p y y org
15.4% along with positive volume impact, while mix was unfavorable. The

3,790
3019 consolidation of Invensys contributed to positive scope, but
currency impact weighed down on performance, leading to a 0.4
point decline in adjusted EBITA margin versus 2013 restated
margin. At constant FX, adjusted EBITA margin was stable.
1 12 14

10 1 130

(1) 2013 figures restated due to the full consolidation of Delixi
(previously consolidated proportionally at 50%), CST reclassification
in discontinued operations and other minor changes.

(2) Adjusted EBITA: EBITA before restructuring costs and before other operating income and expenses, which includes acquisition, integration and
separation costs.
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KEY FIGURES 2014

Revenue by geography 2014 headcount
19% 167,124 employees!”
Rest of the World 28% 21%
Western Europe Rest of the World 26%
Western Europe
25%
North Ameri
[o]g merica 28% 19% :
Asia-Pacific North America 34%
Asia-Pacific

Netincome (in millions of euros)

(1) Spot headcount, including employees under fixed-term
and open-ended contracts, on December 31 2014

888 1,941

13 14

1,720 1793 1813

10 L 124

(4) 2012 figures restated for the application of IAS 19 Revised

(pension accounting).

Free cash flow® ¢ miiions of euros)

The Group share in net income reached EUR1,941 million, up 3%
year-on-year and 11% at constant FX. Net income before Invensys
acquisition and integration costs (post-tax) was up approximately
6%.

Invensys had a positive contribution in the decrease of the effective
tax rate from 25.5% in 2013 t0 22.7% in 2014.

Cost of debt decreased despite an increase in gross debt. Net
financial expenses were down 3.5% year-on-year.

1,734 1,704
1,506 |
10 L 129 13 14

(4) 2012 figures restated for the application of IAS 19 Revised

(pension accounting).

(5) 2013 figures restated due to the full consolidation of Delixi
(oreviously consolidated proportionally at 50%), CST reclassification

in discontinued operations and other minor changes.

Free cash flow was EUR1,704 million. Capital expenditure to
revenues ratio was stable at 3.3%. Working capital increased as
the good inventory performance was offset by the decrease of
account payables.

Cash conversion remained high at 96% ©.

(2) Cash provided by operating activities less change in working capital less net capital expenditure.
(3) based on net income exclusing discontinued activities.
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Earning per share® euros)

KEY FIGURES 2014

Dividend per share®™ i euros)

330 334 334® 343 339

10 L 12 13 14

(2) 2012 figures restated for the application
of IAS 19 Revised (pension accounting).

187 187 1929

160 1.70

10 1" 12 13 14

(8) Subject to shareholders’ approval at the Annual Meeting of April 21,
2015, for payment on May 5, 2015.

Ownership structure on December 31, 2014

3.2% 4.7%
CDC Group ® Employees ©®
5.3% 2.3%
BlackRock, Inc Treasury shares
84.5%

Public

(4) To the best knowledge of the company.
(5) Caisse des Dépdts et Consignations (CDC) holds 6% of voting rights.
(6) Of which 4.0% held through the WESOP (World Employee Share Ownership Plan).

Share price against CAC 40 index over five years

60.61
Schneider Electric 70 CAC 40 index
share
8000
60
7000
6000
. 5000
| | |
| | |
| | | — 4000
| | | | |
[ [ [ [ —{ 3000
20 | | | | |
| | | | |
| | | | ] 2000
| | | | |
10 | I I I — 1000
| | | | |
) \ \ \ \ | o
T T T T T
12/31/2009 12/31/2010 12/31/20M 12/31/2012 12/31/2013 12/31/2014
Share priceineuros Schneider Electric share Index CAC 40

(1) Historic figures adjusted for the two-for-one share split (September 2, 2011).
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2014 IN BRIEF

> 2014 in brief

Governance

On February 24, 2014, Schneider Electric announced that the
board of directors of Schneider Electric SA, which met on February
19, 2014, decided to propose the appointment of Ms. Linda
KNOLL as Director of the board at the following Annual
Shareholder’'s Meeting on May 6, 2014, replacing Mr. Serge
WEINBERG, whose term of appointment expired and who did not
wish to renew it. On March 31, 2014, the board of directors of
Schneider Electric SA decided to complete the agenda of the
following Annual Shareholder’s Meeting on May 6, 2014 with the
proposal to appoint Ms. Lone FONSS SCHRODER as Director of
the board. Meeting on May 6, 2014, and after having decided to
maintain the unification of the roles of Chairman and CEO for Mr.
Jean-Pascal TRICOIRE, the board of directors of Schneider
Electric SA appointed Mr. Léo APOTHEKER as Vice-Chairman and
independent Lead Director. He took over from Mr. Henri
LACHMANN who had only accepted this function for a duration of
one year.

Strategy, technologies and businesses

On June 19, 2014, Schneider Electric SA announced it was to
become Schneider Electric SE following its registration as a
European Company with the French Trade & Companies Register.
This action was taken in accordance with resolutions adopted by
the Annual General Shareholder's Meeting, which took place on
May 6, 2014, regarding the change of company status, and
following negotiations with employee representatives from 25
countries within the European Economic Area. On June 10, after
an almost unanimous vote (representing 97% of the Group’s
European employees), the employee representatives approved and
signed an agreement that will strengthen European social dialog
within Schneider Electric.

On January 23, 2014, Schneider Electric announced it had been
appointed leader of the UPS (Uninterruptible Power Supply)
category in the pilot phase of the drafting process of a Product
Environmental Footprint methodology led by the European
Commission. The decision on the choice of pilot projects was
made based on criteria such as the capacity of the proponents to
involve a representative percentage of the market, the diversity of
the sectors covered and the availability of already existing Product
Category Rules (PCR) and good quality life cycle data.

On February 6, 2014, Schneider Electric and AREVA announced
the signature of a strategic partnership agreement to develop
energy management and storage solutions based on hydrogen fuel
cell technology. Under the terms of this agreement, both groups
will combine their expertise in order to design and propose energy
storage solutions that guarantee the reliability of electrical grids for
isolated sites and areas where access to power is limited.

On March 12, 2014, Schneider Electric announced it had been
selected by AREVA as its preferred supplier of power equipment
for its offshore wind projects. This includes in particular the wind
farm of 100 5SMW turbines in the bay of Saint Brieuc off the coast
of Brittany and the current tenders for the offshore wind farms at
Le Tréport off the coast of Haute-Normandie and the islands of
Yeu and Noirmoutier in Pays de la Loire (France). Under the terms
of the agreement signed by the two groups, Schneider Electric will
supply transformers and circuit breakers for AREVA's wind farms.
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On April 29, 2014, Schneider Electric announced the winners of
the Global System Integrator Excellence Awards for Industry. This
annual award recognizes the companies and individuals
responsible for the innovations, achievements and great service
that help industrial and infrastructure organizations to meet their
technical and business challenges. The winners were selected by a
jury made up of Schneider Electric VIP among more than 700
Industry System Integrator Alliance Partner Program members
coming from more than 30 countries over the globe.

On July 24, 2014, Schneider Electric announced the creation in
Barcelona of its first Center of Excellence focused on smart
solutions for cities. The mission of Schneider Electric’s Center of
Excellence will be to gather the knowledge of the company on
solutions for smart cities, thanks to the experience, the results and
the successful Smart City solutions established worldwide. The
center will offer solutions to the cities which will have economic
and social impact, bringing concrete benefits for citizens.

On September 3, 2014, Schneider Electric announced that 10
suppliers received awards that recognize top performance and
excellence at the company’s fourth annual Global Supplier Day
conference that was held in Shanghai, China. The award-winning
suppliers differentiated themselves from a field of 235 of the
company’s preferred production and non-production suppliers
from roughly 30 countries who were in attendance.



On September 11, 2014, Schneider Electric announced that
Energy University, its free online educational program designed to
enhance knowledge about sustainability and energy efficiency,
achieved first place in the Learning Category for the 2014
Sustainable Energy Europe (SEE) Award. This award, for which
342 projects were submitted in 2014, is presented annually by the
European Commission during the Sustainable Energy Week.

On October 2, 2014, AREVA and Schneider Electric signed an
R&D agreement to develop a new energy storage solution, called
the flow battery, in order to produce and store electricity by
combining hydrobromic acid and hydrogen. AREVA will lead the
project, manufacturing, integrating and instaling the storage
solution while Schneider Electric will design, manufacture and
install the complementary power conversion system.

On November 5, 2014, ERDF and Schneider Electric joined forces,
as part of a partnership launched over a year ago, to develop and
test innovative software and solutions for medium and low voltage
grid management, for the design and monitoring of substations of
the future and to facilitate the increase in renewable energy

Finance
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generation. The solutions developed under this partnership will
enable ERDF and Schneider Electric to consolidate the leading
position they hold in their respective areas of activity and their
commitment to developing smart grids both in France and abroad.

On November 6, 2014, Schneider Electric signed a contract to
supply SEV, the main energy supplier in the Faroe Islands, a new
integrated solution for the complete management of the island’s
electrical network for generation, transmission and distribution
operations. Starting in November 2014, Schneider Electric will
deploy its complete suite of advanced software applications for
microgrids.

On November 6, 2014, Schneider Electric, Eiffage and Krinner
announced that they won a contract for the design, construction,
operation and maintenance of Europe’s largest photovoltaic power
project, worth €285 million. The farm will be connected directly to
the very-high voltage power grid and is to be powered in October
2015. It will generate more than 350 gigawatt-hours a year,
enough to cater for the daytime power consumption of the entire
population of Bordeaux.

On February 5, 2014, Schneider Electric announced the signature
of an agreement for the sale of the Invensys Appliance division,
which was renamed Robertshaw Controls Company, to an affiliate
of Sun European Partners, LLP. The disposal followed a strategic
review of the Appliance division that concluded the unit is not a
core business to Schneider Electric. This disposal enables
Schneider Electric to focus on the divisions of Industrial
Automation, Software and Energy Controls of Invensys. On June
18, 2014, Schneider Electric announced it obtained all required
regulatory approvals and subsequently finalized the sale of the
Invensys Appliance division. The consideration for the transaction
was £150 million.

On April 3, 2014, Schneider Electric announced it had entered into
exclusive negotiations with private equity groups The Carlyle group
and PAI Partners for the sale of the entire shareholding in Custom
Sensors & Technologies (« CST »), based on an enterprise value of
$900m (approximately €650m). On May 15, 2014, Schneider
Electric announced it had accepted the binding offer from The
Carlyle group and PAI Partners. On October 1, 2014, Schneider
Electric announced it had obtained all required regulatory

Employees

approvals and subsequently finalized the sale of CST. Schneider
Electric reinvested approximately $100m alongside Carlyle, PAI
and CST management to own a shareholding of circa. 30% of
CST. The disposal is consistent with the Group's practice to
regularly review its strategic portfolio and focus on energy
management  and efficiency  technologies, integrating
complementary power and automation offerings. CST had limited
synergies with other businesses of Schneider Electric.

On August 12, 2014, Schneider Electric announced the signature
of an agreement to acquire GUnsan Elektrik, the second largest
player in wiring device accessories serving residential and
commercial buildings markets in Turkey. Based in Istanbul and
employing over 300 employees, Glnsan Elektrik specializes in
wiring device accessories. It has a wide offering including switches
& sockets, miniature circuit breakers and fuse boxes. Ginsan
Elektrik will bring to Schneider Electric a well recognized brand, a
diffuse local distributor network and a competitive manufacturing
base in Turkey. It will complement Schneider Electric’s premium
offerings with a strong mid-market product range.

On January 27, 2014, Schneider Electric announced the launch of
a capital increase reserved for employees under the Group
employee savings plan (plan d’épargne salariale). This offering,
which is in line with the Group’s policy to develop employee
shareholding, was proposed to Group employees in 38 countries,
including France. This plan covers around 90% of the employees
of the Group.

From June 17 to 20, 2014, Schneider Electric welcomed the 50
student finalists to its innovative Go Green in the City competition
in Paris for the fourth year running. The Go Green in the City 2014

prize was awarded at the final, which was held at the Group's
headquarters, to Jin Deng Keith Chan and Man Ki Lee from The
Hong Kong University of Science and Technology.

On November 15, 2014, Schneider Electric launched the fifth
edition of Go Green in the City, a global business case challenge
focusing on innovative energy solutions for cities. In the first four
editions, Schneider Electric found tremendous success and strong
interest from students and universities, confirming Schneider
Electric's growing international appeal.
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2014 IN BRIEF

Corporate Social Responsibility

On January 22, 2014, Schneider Electric announced it has been
awarded, for the third consecutive year, by the Corporate Knights
world ranking as one of the 100 most advanced company in the
field of sustainable development. Schneider Electric ranked 10th in
the list and is positioned at the head of companies in the industry
and capital goods sector.

On February 4, 2014, Schneider Electric inaugurated the Isaac
Boro Energy Training College to promote access to energy in
Nigeria. The Isaac Boro Energy Training College is a joint initiative
between the Nigerian government and Schneider Electric Nigeria,
drawing on the expertise of both Schneider Electric France and the
French Education Ministry.

On March 26, 2014, Schneider Electric was nominated for the
fourth year in a row in the Top 100 of the World’s Most Ethical
Companies ranking. This designation awarded by the Ethisphere
Institute recognizes the Group’s efforts to promote the highest
standard of ethical behavior in business.

On June 4, 2014, Schneider Electric announced that it is a «
Diamond » partner for the 2014 edition of Solar Decathlon Europe,
which took place from June 28 to July 14 on the grounds of the
Palace of Versailles, France. The Solar Decathlon is an international
competition that aims to challenge students from universities
across the globe as part of a 2-year project to design, build, and
operate energy efficient solar-powered houses. For this edition,
Schneider Electric supported 13 of the 20 competing projects. «
Rhome for DenCity » and « Phileas » projects, sponsored by
Schneider Electric, won the 1st and 2nd prize of the Solar
Decathlon Europe 2014.
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On July 8, 2014, Schneider Electric, the Schneider Electric
Foundation and La Varappe group unveiled a sustainable and
innovative social housing concept « Habitat pour tous face a
I'urgence » (Emergency housing for all), at the Solar Decathlon
Europe 2014. The aim of the « Emergency housing for all » project
is to show that it is possible to offer comfortable, modular,
transportable, inexpensive and energy efficient housing whilst also
contributing to the development of the circular economy.

On July 23, 2014, Schneider Electric announced that it has trained
more than 50,000 people from new economies in energy
management as part of BipBop, its energy access program for
communities at the base of the pyramid. Schneider Electric has far
exceeded its initial objective to train 40,000 people by the end of
2014, set as part of the Planet & Society Barometer, the
company’s dashboard to monitor its sustainable development
performance.

On September 4 and 6, 2014, Schneider Electric announced the
opening of the Refuge du Godter, the highest mountain refuge in
France. This HQE certified building, located at an altitude of over
3,800 meters, is a demonstration of Schneider Electric’s
commitment to the design and implementation of unique energy
management solutions.
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OVERVIEW OF THE GROUP’S STRATEGY, MARKETS AND BUSINESSES
SCHNEIDER ELECTRIC STRATEGY AND MARKET OPPORTUNITIES

> 1. Schneider Electric strategy
and market opportunities

Schneider Electric, the global specialist in energy management and automation with operations in over 100 countries,
leverages its portfolio to help customers make their ecosystem safe, reliable, efficient, and sustainable.

Urbanization, industrialization and digitization continue to shape our lives as new economies are built and established
economies are rebuilt and transformed. At the same time, the quest for economic growth and development is
straining our planet’s resources. As a leader in energy management and automation, the vision of Schneider Electric
is to help its customers achieve more with less resources in a more connected, distributed and smart world and
where the need for energy will continue to increase. Schneider Electric strives to help its customers achieve the most
efficient and sustainable use of their resources, assets, processes and infrastructures with innovative technologies,

solutions and services.

1.1 Our mission

The vision of Schneider Electric is to help its customers achieve
more with less resources made possible by technology in a world
that will become more connected, more distributed, smart and
where the need for energy will continue to increase.

As the global technology specialist in energy management and
automation, Schneider Electric’s mission is to:

® develop best-in-class technology and solutions for its customers
to make their ecosystem:

— safe: protect people and assets,

— reliable:  guarantee  ultra-secure,  ultra-pure  and
uninterrupted power especially for critical applications,

— efficient: deliver solutions adapted to the specific needs of
each market that simplify customers’ life and improve their
efficiency and productivity, and

— sustainable: help customers build a sustainable future by
using less of their resources and minimizing the impact on
the environment;

e support the digital transformation of its customers.

1.2 Megatrends in our environment are creating opportunities

Urbanization, industrialization and digitization continue to shape
our lives as new economies are built and established economies
are rebuilt and transformed. These three megatrends will create
many new opportunities for Schneider Electric.

Urbanization

Cities today contain 50% of the world’s population, consume 75%
of global energy consumption and give off 80% of greenhouse gas
emissions. And cities are growing: by 2050, they will be home to
70% of the world’s population. Cities face urban challenges of
unprecedented scale: scarcity of resources such as energy and
water, environmental pressure and pollution, aging and overloaded
infrastructure, traffic congestion; and security concerns.
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All over the world, cities need to become smarter: more efficient,
more liveable and more sustainable. This means:

e improving the efficiency of the city’s underlying urban
infrastructures from electricity grid, to water distribution system,
to public transportation systems, services... and exchange of
data and information across departments;

® becoming a better place to live, work and play;

® reducing its environmental impact — lower carbon footprint,
reduce energy consumption and urban regeneration

So what cities need today are solutions to their most acute
pain-points that: deliver the services and savings that constituents
deserve; provide Vvisible, measurable results that promote
attractiveness; and have a low upfront investment, because cities
across the world need to balance their budget.
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Schneider Electric delivers urban efficiency as a trusted partner
to drive collaboration and buy-in of all stakeholders - local and
regional governments, private companies, utilities, real estate
developers, and investors. We provide comprehensive solutions by
bringing in proven technology, integrating operating and
information systems, and enabling connected, unified approach to
decision-making. Schneider Electric already works with more than
250 cities across the world, and helps provide visible benefits to
cities and their constituents:

® up to 30% energy savings;

® up to 15% reduction of water losses;

® up to 20% reduction of travel time and traffic delays;

e as well as environmental, social and economic benefits.

Industrialization

Industrialization is driven by increase of factories in New
Economies, on higher demand for goods, and efficiency
improvement as well as retrofit in Mature Countries.

Manufacturing activities rise as New Economies develop. In 2014,
new economies represented 38% of world GDP — and this should
reach close to 54% by 2030. Significant step-up in industrialization
will follow. Population growth in New Economies will also drive
increased needs for manufactured goods with 1.8 billion people
entering the global consuming class by 2025.

At the same time energy needs will increase accordingly. The share
of global energy demand of non-OECD will continue to rise — from
60% in 2014 to close to 66% by 2030 - because of
demographics, industrialization, urbanization, and growing
affluence. Capex in new economies will also increase accordingly,
from 52% of world Capex in 2014 to close to 61% by 2030.

In addition to the growing industrialization of emerging market,
there is a movement of industrialization development in some
mature economies such as the United States. In particular, the
shale gas development leads to strong investments in the chemical
and petrochemical industries. At the same time the drop in energy
price and the decrease in labor prices have resulted in re-location
of some manufacturing plants. In many Mature Countries, as most
companies are looking for efficiency and facility upgrades, services
and other attributes in manufacturing (e.g. innovation, time to
market, loT) are also becoming more important and driving
additional growth potential.

The growing trend of industrialization promises business growth
and expansion opportunities for Schneider Electric. For long term
sustainable development in New Economies, Schneider Electric will
continue to focus on combining its global value chain with local
partnerships to contribute toward the economic development
through job creation and poverty reduction, in addition to
investments in production capacity and physical & technological
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infrastructure to meet the growing demands for standardized and
cost efficient offerings. In Mature Countries, Schneider Electric will
continue its focus on solution and identify opportunities for further
services development, to contribute toward the reindustrialization/
efficiency improvements in these markets.

Digitization

In the past 20 years, Internet has connected 2.5 bilion people
together. In the coming eight years, this number will double.
Concurrently the Internet will connect 40 billion machines to those
5 billion connected people. The increase in connectivity and
access of real-time information is changing our personal and
professional life: companies are digitizing their operations, often
times through SaaS providers; customers are expecting to have
everything online, from e-training to e-ordering and digital care
centers; and employees are increasingly using online platforms and
tools to collaborate more efficiently across countries and time
zones. Digitization is changing the way we work and creating
opportunities for new services.

In energy management, operational technology (OT), the world of
physical equipment control, is converging with information
technology (IT), the world of information processing. Products are
now connected and can be remotely controlled and optimized.
This results in the feasibility to implement active energy efficiency,
which creates new business models and new opportunities in
smart products, systems and services — such as smart grid and
smart factories.

A smarter grid combines smarter supply (the efficient integration of
renewable energy sources, flexible distribution), smarter demand
(energy-efficient sites and homes, connected to the grid), and
demand response to balance the two. Schneider Electric is active
in five key domains of the smart grid: flexible distribution,
renewable energy integration, efficient buildings, electric vehicle
charging infrastructure and demand-response. Recent acquisitions
have considerably strengthened our play - from Areva’s
Distribution business to Energy Pool and Vizelia in 2010 and
Summit Energy and Telvent in 2011.

In smart factories, all manufacturing units including assembly lines
and robotics are connected and automated with minimum human
inputs. Through real-time data collection and analysis, production
process can be automatically diagnosed, configured and
optimized. Consequently product defects, production downtime
and waste can be reduced, resulting in higher manufacturing
efficiency. Together with OT sensors and control devices, industrial
software is the core of smart factories. With the acquisition of
Invensys, Schneider Electric has significantly strengthened its
industrial software offering, especially in operations management,
for process management as well as industrial automation
applications.
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Besides continuously innovating and digitizing our offerings,
Schneider Electric targets to provide the best-in-class digital
experience to our customers and partners, such as a 24x7
dynamic sales & marketing channel and a tailored customer care
center experience. Digitization is at the core of the Group’s
strategy and Schneider Electric is committed to support the digital
transformation of its customers and its partners.

1.3 Our strategy

Urbanization, industrialization and digitization create many new
opportunities for Schneider Electric, from the growing needs of
automation and connectivity to the massive entitlement of energy
efficiency that demands an optimized use of resources. Schneider
Electric will continue to play a leading role in the movement toward
a more efficient, sustainable, and connected world.

As a leader in energy management and automation, Schneider
Electric is at the forefront to capture these megatrends with an
extensive energy management and automation offer that it delivers
globally through complementary business models and access
channels.

Leverage the world’s new energy challenges

The quest for economic growth and development is straining our
planet’s resources and the world is facing many energy challenges:
scarcity of natural resources, CO, emissions reduction
requirements, integration of unpredictable and intermittent
renewable sources of energy, increases in peaks of consumption
and others. In its World Energy Outlook, the International Energy
Agency (IEA) estimates that the various energy efficiency policies
that are being introduced in many countries across the world could
account for about 70% of the reduction in projected global
energy demand in 2035, and 68% of the cumulative global savings
in CO, emissions. This compares with a 46% increase in global
energy demand by 2035 if nothing changes.

Boosting Energy Efficiency on the three major energy-consuming
sectors (industry, buildings and homes) could help a country
reduce its overall energy use by 15% to 25% - in effect providing
a very attractive business case in both mature and new
economies. Energy Efficiency also offers an excellent payback:
according to the IEA, every euro invested, in particular in buildings,
would yield 1.6 euro in energy savings. Schneider Electric has
developed a wide range of products and solutions that will provide
homeowners and managers of industrial plants, data centers,
infrastructure and buildings with significant levels of energy
efficiency and savings.

Our building automation solutions can save up to 30% of a
building’s energy needs, significantly improving a company’s
carbon footprint while delivering savings on its charges, with limited
upfront investment.

Our smart grid solutions help electricity producers and distributors
to improve the efficiency of their assets and to offer a better service
to their consumers. This also contributes to the improvement in the
operation of the grid and the reduction in investment in new
generation capacity.
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Serve the increasing need for automation of our
customers in key market segments

The rapid industrialization taking place in new economies and the
need to modernize existing industrial facilities in mature economies
create significant opportunities for growth. Coupled with this, large
corporations are looking to improve operational efficiency across
the whole enterprise, while at the same time improving security
and safety for operators and the environment.

With the recent acquisition of Invensys, Schneider Electric enjoys a
strong position both in discrete and process automation and is
well-placed to address these challenges. We leverage extensive
software capabilities to help customers in key industries such as
mining, oil & gas, food-processing or cement plants improve their
productivity and operational efficiency, reduce their energy
consumption and optimize their use of resources.

Schneider Electric also helps machine manufacturers in markets
such as material handling or packaging develop reliable, fast,
precise and efficient machines. Our application design engineers
optimise the machine's performance and reduce the length of the
design cycle shortening the machine builder's time-to-market.

Support the digital transformation of customers
and partners

The convergence of operational technology (OT) and information
technology (IT) creates many new opportunities for customers. It
makes their life easier, increases productivity, creates new
business models that provides new value propositions for their
own customers. Digitization is at the heart of their future growth.
Through continuous innovation, Schneider Electric engineers
products and solutions that help them unlock this potential.



OVERVIEW OF THE GROUP’S STRATEGY, MARKETS AND BUSINESSES

Schneider Electric builds native connectivity in its product offerings,
delivers a range of digital services to help customers’ extract value
from their data and provides and the best customer experience to
our customers and partners.

Leverage the opportunity from new economies

Certain countries in Asia (excluding Japan), Latin America
(including Mexico), the Middle East, Africa and Eastern Europe
(including Russia), which we refer to collectively as «new
economies » have entered a prolonged period of accelerated
development. As a result of the industrialization, urbanization,
digitization and development processes that these countries are
experiencing, we expect the markets of their economies to
continue to have a pressing need for the products and solutions
that we provide. Our goal is to leverage this opportunity by
expanding our geographical coverage in these markets, by
increasing our presence in new cities, and further penetrating these
markets, with mid-market segment offerings that are supported by
strong brands with wide local coverage. We have made a
meaningful long-term commitment to, and investment in, these
economies.

As of December 31, 2014, we had over 93,395 employees in new
economies and, during 2014, our new economies-based
purchasing and manufacturing costs accounted for approximately
53% of our industrial costs.

Schneider Electric currently holds significant presence in new
economies in Asia, Africa, Middle East, Latin America, Eastern
Europe and Russia (now the 4™ market in Schneider Electric). The
decision to split our Executive Committee into three management
hubs, a pioneer management decision, allows us to be close to its
customers in all markets — remaining local while being global. Our
long-term commitment helps us build an intimate knowledge of
these markets and we believe that the strength of our brands, our
competitive local supply chain and the development of local
marketing and R&D capabilities are our competitive advantages in
these economies.

Build two complementary business models:
Products, and Solutions

Products and, solutions are different and complementary business
models and we aim to deliver profitable growth in both.
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Products allow us to continue to achieve scale and pricing power.
In order to reinforce our leadership position and continue to grow,
we leverage technology to offer connected, market leading
products and to create new opportunities for distributors and
direct partners in a win-win relationship.

Solutions and Services allow us to generate additional growth and
profits, lower capital intensity and help reduce cyclicality. They
provide significant opportunities to develop greater customer
intimacy and stickiness through dialogue with final end users,
which in turn helps inform our quest for continuous innovation. We
have developed reference architectures for solutions in targeted
end-markets in order to facilitate smooth integration of our
products and speed up project design and we have a unique
software suite to optimize enterprise performance, StruxureWare™,
providing our customers with full but simple control and
management of their operations, leading to a unique experience of
the complete and efficient solutions of Schneider Electric.

Invest in profitable and responsible growth while
driving efficiency

We believe in the high long-term growth potential of our business
and we continuously invest to drive that growth. This investment is
focused on sustained spending in research and development, as
well as on growing our commercial presence and skills, especially
in the fields of high value-added technologies and services.

In addition to our commitment to organic growth, we have invested
in, companies, joint ventures, strategic alliances and mergers that
reinforced our global leadership, provided skills geared towards
energy management and automation, or related to local
businesses in new economies. Certain of our recent acquisitions
have been of significant size and scope, such as our purchase of
Invensys in 2014, Telvent in 2011 or Areva D in 2010, while other
acquisition targets have been more modest.

In addition to the investments we make to foster growth, driving
efficiency at all levels of our Company is an equally important focus
of the Group. We continuously seek to generate savings from
purchasing and manufacturing and through improving operational
efficiency by reducing selling, general and administrative expenses,
while maintaining best-in-class standards in environmental
sustainability and social responsibility.
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1.4 Our competitive strengths

Schneider Electric is a leader in technology innovation and adapts
to changing ecosystems and customer needs.

Technological leadership in energy management
and automation

We are developing best-in-class technology in energy
management and automation to meet growing customer needs
and challenges. We estimate that nearly 80% of our revenue is
derived from sales in businesses where we enjoy a number one or
two market position: low voltage distribution, medium voltage
distribution and grid automation, discrete industrial automation and
control, critical power and cooling. We design products and
solutions that we believe offer the best levels of safety, reliability
and efficiency in our markets. This is achieved through consistently
high investment in research and development, which supports our
innovative product offerings and our ability to offer our customers
market leading solutions that seamlessly integrate the different
technologies in our portfolio. As a result, our products and
solutions meet the needs of our customers for simplicity,
connectivity, flexibility, productivity and efficiency. Additionally,
through an ongoing dialogue with our customers, we are able to
maintain our very high standards of quality and to anticipate the
innovation that will help drive our future growth. Thanks to
technological leadership, our major brands are among the most
recognized in our industry.

Multiple channels of access to a broad and
diffuse user base

We work with many types of partners, such as distributors, system
integrators, contractors, panel builders, electricians, machine
manufacturers and others, as well as with our end customers.
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Schneider Electric has developed the widest network of distribution
and direct partners in its industry. This provides us with many
channels of access to a market comprised of a broad and diffuse
user base. Our diverse market access channels, which support our
model with limited capital investment, help to ensure that we are
not dependent on a limited number of large customers.

Success in our industry requires strong, long-term relationships
with our distribution partners and end customers and we are
therefore constantly seeking to enhance value for them. For
example, we provide training to our partners and participate in
industry efforts to improve applicable regulations and safety
certifications. These efforts and relationships also help to reinforce
our reputation as a trusted partner and allow us to benefit from
solid pricing power.

Global reach with a unique local presence

We have operations in more than 100 countries, in a balanced
geographical exposure on a worldwide basis. Due to our large
footprint, we are one of the few partners of global companies that
look for the highest standards of technology and quality for their
energy management equipment in all their operations around the
world. We can therefore optimally serve our global customers. In
addition, we have deep-rooted local presence and strong
partnerships in all countries to serve the highly-dispersed part of
our customer base. Lastly, with 44% of our revenues in new
economies in 2014, the Group believes it is positioned to capture
the higher growth potential of these markets. Our presence in
many diverse markets ensures that we understand local needs,
which assists us to serve our customers in each country with
dedicated products and solutions adapted to local requirements.
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BUSINESSES, END-MARKETS AND CUSTOMER CHANNELS

> 2. Businesses, end-markets
and customer channels

Schneider Electric is organized in four businesses — Buildings & Partner, Infrastructure, Industry and IT — and operates
in four principal markets: non-residential & residential buildings, utilities & infrastructure, industry & machine

manufacturers and data centers & networks.

The Group manages multiple channels to markets built on strong partnerships.

2.1 Leadership positions in our businesses

Schneider Electric operations are organized in four businesses:
Buildings & Partner, Infrastructure, Industry and IT.

The Buildings & Partner business: Number 1
Worldwide in Low Voltage and Building
Automation

Low voltage (« LV ») electrical distribution products and solutions
address the needs of all end markets from residential to
commercial buildings, spanning across industries, infrastructures
and data centers. The offer portfolio is extensive and includes:
protection functions (such as circuit breakers), power monitoring
and control, power meters, electrical enclosures, busways, cable
management systems, power factor correction, products for living
spaces (such as wiring devices, network connectivity, home
automation and building controls), as well as renewable energy
conversion and connection equipments and electrical vehicle
charging infrastructures.

Building Automation facilitates comfort and energy efficiency in
non-residential buildings through automation and security systems,
including  Heating, Ventilation & Air-Conditioning  (« HVAC »)
controllers, sensors, valves and actuators, programmable
regulators, centralized building management systems, space
optimization solutions, access control, video cameras and security
monitoring equipment.

The Industry business: Number 2 Worldwide
in Discrete Industrial Automation, Number 4
worldwide in Discrete and Process Automation

The historical Industry business scope is Discrete Automation,
which provides comprehensive products and solutions for the
automation and control of machines, manufacturing plants and
industrial sites. It includes hardware, such as motion controllers,
variables speed drives, motor starters and contactors,
human-machine interface (« HMI ») operator panels, programmable

logic controllers (« PLC »), push buttons and signaling devices and
discrete sensors, as well as software for operations management
and supervisory control systems. With the acquisition of Invensys
in 2014, the Industry business has expanded in the Process
Automation space, gaining a strong installed base of Distributed
Control Systems & instrumentation, notably under the Foxboro
brand and Safety Systems (under the Triconex brand) as well as a
strong industrial software offer for manufacturing operations
management (Wonderware), modeling/simulation (SimSci) and
asset management (Avantis).

The IT Business: Number 1 Worldwide in Critical
Power and Cooling

The IT Business specializes in critical power products and solutions
for data centers and other applications where power continuity and
quality is essential. The portfolio includes single-phase and
three-phase Uninterruptable Power Supplies (« UPS »), plug-in
surge protection, IT enclosures, power distribution units, security,
cooling systems, services and software management.

The Infrastructure business: Number 1
Worldwide in Medium Voltage & Grid
Automation

Infrastructure specializes in medium voltage (MV) and grid
automation products and solutions. That includes primary and
secondary medium voltage switchgear, transformers, electrical
network protection and automation, remote control, and MV/LV
complete substations. It also includes software for the integrated
management of mission-critical infrastructure, such as Distribution
Management Software (DMS), Operation Management Software
(OMS), Supervisory Control And Data Acquisition (SCADA), pipeline
management, and traffic management. This offer can be delivered
both through direct and indirect channels leading to various
delivery models ranging from transactional sale to complete project
delivery.
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2.2 Serving four attractive end markets

Schneider Electric serves customers in four principal markets:
® Non-residential & residential Buildings;

e Utilities and Infrastructures;

® Industries and Machine manufacturers;

® Data Centers and Networks.

Non-residential and residential buildings

The non-residential buildings market includes public, commercial
and industrial buildings such as offices, hotels, hospitals, shopping
centers, schools, sports and cultural centers. Because this sector
is energy intensive, energy efficiency is key and is subject to new
and demanding regulations. Specific requirements have to be met
in terms of occupant comfort, security and environmental
friendliness, as do the needs of owners and building managers
seeking to reduce investment costs and optimize maintenance and
operating costs. Schneider Electric’'s non-residential customers
include end-users, property developers, design firms, systems
integrators, panel builders and installers, electrical equipment
distributors and building management companies.

In the context of single-family homes and apartment buildings,
Schneider Electric’s market is driven both by renovation and
refurbishment needs, particularly in mature economies, as well as
by construction, particularly in new economies. Whether for
renovation or construction, the underlying challenge is to reconcile
technical constraints, local standards and regulations with
consumer preferences. They not only desire comfort and
aesthetics, but increasingly energy efficiency, connectivity, security
and monitoring services as well. Residential customers include
mainly electricians, architects and decorators, those involved in the
home automation industry, lighting and security firms, construction
firms, contractors, electrical equipment distributors and large
do-it-yourself (« DIY ») stores, as well as end-users and home
owners.

Utilities and infrastructures

Current global challenges in the utilities and infrastructure market
include increasing energy demand, the need for increased energy
efficiency to reduce environmental impact, and the expansion of
renewable energy. This market also faces the evolution of
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regulations, particularly those regarding demand response, and the
growing need for security, reliability, and real-time control. We
believe these challenges provide long-term growth prospects. Our
main customers in this market include energy operators, water
utilities, the owners and operators of transportation and oil & gas
infrastructure and municipalities.

Industries and machine manufacturers

Our energy solutions enable us to serve aimost all segments of the
industries and machine manufacturers market, including mines,
cement plants, the food-processing industry and material handling
and packaging machines. With Invensys, we reinforce our
presence in the Refining, Petrochemical and Oil & Gas Industries.
Energy efficiency is at the heart of the challenges facing these
industries, which include the reduction of production costs,
compliance with new regulations, and the reduction of the
environmental impact of industrial activity. In addition, both the
rapid industrialization taking place in new economies and the need
to modernize existing industrial facilities in mature economies
create significant opportunities for growth. Our customers include

end users, engineering firms, systems integrators, OEMs,
electro-intensive  industries, panel builders and electrical
distributors.

Data centers and networks

Data centers are secure, precision-cooled sites containing
Information Technology (IT) equipment that processes and
stores very large quantities of digital data. These sites constitute
the central nervous systems of businesses and the public sector.
The expansion of data centers requires a significant increase in
electricity to accommodate the [T equipment’s operation and
cooling, as the energy needed to cool these rooms has become
comparable to the energy needed to operate the equipment itself.

Schneider Electric believes that data centers and networks are a
high-potential market thanks to the growing digitalization of
professional and personal activities. With the development of web
giants and cloud computing, the physical infrastructure of
datacenters tends to be more and more the business of dedicated
players with high performance expectations.
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2.3 Products and Solutions, two complementary business models

The businesses in each of our four business segments offer
products and solutions. Solutions are comprised of systems, such
as highly customized products or combinations of our products,
and services. Our products and solutions businesses have different
revenue growth and profitability profiles, with our solutions
business complementing our products business. Solutions are also
an important platform to develop our presence in Services, where
we can deliver high added value with higher business recurrence
and low capital requirements.

Product business model

We believe our products offer best-in-class technology, strong
channel access and optimal quality and cost, which allows us to

2.4 Multiple accesses to market

achieve scale and pricing advantages in the markets in which we
operate. We market and sell our products principally through
distributors and direct partners, such as contractors, system
integrators and electricians, who provide us with the ability to reach
large numbers of small and medium-sized customers.

Solution business model

We believe our solutions offer leading technology, strong
integration and service capabilities and segment-specific expertise.
We market and sell our solutions through direct partners, such as
contractors and system integrators, or directly to larger customers.

Customer satisfaction

Customer satisfaction is an integral part of Schneider Electric’s growth strategy. Every contact with Schneider Electric
should be a positive experience that makes all customers, no matter who they are or where they are located, feel
understood and satisfied. This commitment is an important differentiating factor, and customer satisfaction surveys
are regularly carried out in all countries in which the Group operates, and employees attend related training

programs.

Customers also have access to online diagnostics and support services (an e-catalogue, downloadable software and

online information and training).

A large portion of Group revenues are made through intermediaries
such as distributors, systems integrators, installers and purchasing
advisors, who all bring their own added value and know-how,
allowing the Group to access a number of different markets.

Distributors & retailers

Distributors account for approximately 42% of the Group’s total
revenues through an extensive network in 190 countries all over
the world.

Schneider Electric works with many different types of distributors:
local distributors, electrical wholesalers and generalist distributors,
large international groups such as Rexel, Sonepar, Graybar and
Grainger, IT specialists such as Tech Data and Ingram Micro in the
United States. In the residential renovation sector, Schneider
Electric also sells products through large home improvement
chains such as Home Depot and Lowes in the US, Kingfisher in the
UK and Saint Gobain Distribution in France. In addition, the Group
uses specialized distribution channels for highly technical products
such as automation solutions and industrial software, as well as for
access control and security products.

Schneider Electric assists its distributors in advising their
customers and helping them to benefit from technical innovations.
To maintain a high performance network, the Group works hand in
hand with distributors on supply chain issues, technical training
and marketing. Internet tools now occupy a dominant position for
sales, and above all, provide up-to-date information. Through the
e-Shop, distributors can link Schneider Electric’s product database
to their e-commerce sites so that customers have reliable 24/7
access to information.

Other intermediaries & partners

Panel builders

Panel builders build and sell electrical distribution or
control/monitoring switchboards, primarily for the buildings, energy
and electricity infrastructure markets and industry. Their main
customers are contractors. Panel builders mostly buy low and
medium voltage devices, such as circuit breakers and contactors,
and increasingly, prefabricated systems. There are more than
20,000 panel-builders throughout the world.
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Contractors

To design solutions tailored to end-users’ specific needs,
Schneider Electric works closely with contractors, small specialists
or generalist electricians, large companies that install equipment
and systems.

These partners bring value for end customers, first by advising
them on the choice of solutions that best suit their needs, and then
by installing efficient systems. The main objective for
Schneider Electric is to support them in the rapid development of
solutions and technologies for the residential market: lighting,
temperature and door management systems, recharging
equipment for electric vehicles and renewable energy solutions.

In order to strengthen a relationship based on mutual trust and
added value, Schneider Electric partners actively with contractors,
providing technical training and support.

In this regard, the EcoXpert program ams to secure special
partnerships with certain contractors, with  whom Schneider
Electric shares all its expertise on renewable energy and energy
efficiency solutions. The EcoXpert network is being developed in
many countries throughout the world.

Systems integrators

System integrators design, develop and support automation
systems to meet their customers’ needs for the performance,
reliability, precision and efficiency of their operations. By providing
global coverage and local contacts, they offer their clients a high
degree of flexibility.

Schneider Electric has considerably expanded its automation line
up, giving systems integrators access to a powerful platform
covering all areas of automation from field control to Manufacturing
Execution Systems (MES).

Specialists

To meet their customers’ growing demand for comfort,
ergonomics and design, specialists (engineers, architects and
design firms) are constantly looking for more efficient and better
integrated solutions for energy management, as well as for access
control, security, and building automation.

They are therefore essential partners for Schneider Electric’s
growth, notably in the high-potential buildings and residential
markets, which include the construction and renovation of
single-family homes and apartment buildings.

Schneider Electric provides many information and training tools for
specialists, such as reserved exhibits, electrical installation guides,
installation design software and training methods.

End-users
Original Equipment Manufacturers

Original Equipment Manufacturers (OEMs) continuously seek to
improve machine price/performance and time-to-market in
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segments ranging from packaging to textiles, conveyors, materials
handling, hoisting and HVAC. Schneider Electric is the market
leader in those segments. Schneider Electric works closely with
almost 5,000 OEMs. The Group leverages its expertise and
know-how to nurture these special partnerships. This is mainly
achieved through:

® an extensive knowledge of OEMs’ applications;

® a continuous R&D effort to develop innovative, performant and
cost-effective offers and solutions. In 2014, no fewer than
15 brand new ranges were launched;

e dedicated centers of excellence that offer the most competitive
solutions for new machines, in particular, pre-tested,
pre-developed and personalized solutions;

® an international customer support to deliver high-performance
after-sales service worldwide;

® a dedicated program for multi-site and/or global OEMs that
enhances their ability to offer superior solutions on an
international level.

Other large end-users and global strategic accounts

Schneider Electric also addresses customers directly in a number
of end-markets, including but not limited to:

e Cloud & Finance, in which the Group provides comprehensive
solutions for customers within Internet Giants, Telecom,
Co-location, and Finance sub-segments;

® in Healthcare, the Group serves hospitals, clinics, labs, and life
sciences manufacturing;

® Food & Beverage, in which the Group serves customers in
various types of food processing industries;

® Mining, Minerals & Metals which includes customers in Mining,
Cement, Metals, and other bulk materials;

e QOil & Gas, in which the Group provides integrated solutions and
best in class systems, software and services to Oil Companies
and EPCs, from Production to Processing and Supply Chain;

e in Utilities, the Group serves companies producing, delivering,
and/or selling electricity to customers;

e Water & Waste Water includes customers across the entire
water cycle, from water resources to water distribution,
sewerage and treatment.

Schneider Electric has established a dedicated organization for
global customers, so-called « global strategic accounts », with the
purpose of developing privileged relationships with them. To meet
these customer expectations, the Group offers « preferred supplier
contracts » to ensure that they receive services of the highest
quality.

This organization is based on short lines of communication and
decision-making, rapid mobilization of Group resources throughout
the world, and dedicated teams in which management is directly
involved.

Schneider Electric serves 113 global customers including Apple,
BHP Billiton, EDF, ExxonMobil, Nestlé and Veolia Environnement.
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2.5 Competitive landscape

The main global competitors of Schneider Electric, by technology,
are:

® low-voltage and building automation: ABB, Siemens, Eaton,
Legrand;

e medium voltage distribution & grid automation:
Siemens;

ABB,

e discrete and process automation:
Automation; ABB; Emerson;

Siemens, Rockwell

e critical power & cooling for IT and non-IT applications:
Emerson, Eaton.

Other regional and emerging market competitors include: Chint,
Weg, Larsen & Toubro and Delta.

> 3. Ambitious long term financial
targets for attractive shareholder

returns

Schneider Electric’s opportunities, strategy and business positioning have led its management to define ambitious long-term targets for the
company. Over the long term, the key priorities remain focused on profitable growth, cash conversion and capital efficiency.

2 sets of targets have been defined: business performance targets and capital efficiency targets.

Across the economic cycle™ performance targets:

e Average organic revenue growth: 3 to 6% across the cycle;
e Adjusted EBITA: margin between 13% and 17% of revenues;
e Cash conversion: ¢.100% of net profit converted into free cash flow.

Across the business cycle capital efficiency targets:
o ROCE®@: between 11% and 15%;

e Dividend: c.50% payout of net income;

e Capital structure: retain a strong investment grade credit rating.

At its Investor Day in February 2015, the company also highlighted
its growth initiatives and near term business focus. The focus will
be on organic growth, improving the returns on the recent
investments and optimizing the portfolio and capital structure.

Hence the following objectives were defined:

® Margin improvement targeted: The Group confirms its
13-17% long-term adjusted EBITA margin range and targets a
margin improvement over the next 3 years driven by operating
leverage and EUR1.4-EUR1.5 bilion efficiency initiatives®
highlighted in the new company program.

(1) Schneider Electric defines a business cycle as a period including a slowdown and an expansion, or a period in between. This concept allows
investors to estimate the Group’s long-term growth potential across a business cycle. The length of a business cycle can vary and can not be

forecasted.

(2) ROCE is defined as: adjusted EBITA after tax/Average Capital Employed. Capital Employed is defined as: shareholders’ equity + Net financial debt
+ Adjustment for associates and financial assets. In the context of the Invensys acquisition, the tax rate will be adjusted for any benefits of the

Invensys-related tax shield that would not be captured in the P&L.
(8) Includes Industrial productivity and gross SFC savings.
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e Profitable growth and capital efficiency will drive strong
EPS growth:

Strong EPS growth is targeted during the next company program
coming from the organic growth objective and efficiency initiatives
described in the program, a share buyback® of EUR1.0 to 1.5
billion in the next 2 years and bolt-on M&A in our core and most
profitable businesses with strong EPS accretion and return on
investment.

® Progressive dividend policy:

In line with the objective of strong EPS growth, a progressive
dividend policy is set with no year-on-year decline of dividend,
showing the Group’s confidence on its future growth prospects.
The dividend payout ratio will remain ¢.50% of Net income. The
base of calculation will exclude one offs such as capital gains or
losses and, or assets impairments.

® Objective to significantly improve ROCE in the next 2-3
years:

The Group has set as an objective the ROCE improvement.

Compared to the 2013 proforma ROCE including Invensys of

10.9%, Schneider Electric targets to:

— return to the pre-Invensys ROCE of ¢. 12.0% in 1 to 2 years;
— improve the ROCE in 2 to 3 years by 1.5 point to 2 points
from 2013 proforma level.

(4) Share buyback of EUR1.5 to EURZ billion including share buyback for neutralization of employees share plans.
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> 4. Company history and

development

4.1 History

From its beginnings in steel during the Industrial Revolution over
175 years ago, to electricity and, more recently, to energy
management, the Group has undertaken significant changes in its
operations throughout its history.

1836-1980: a Family Business becomes
aMajor Player

1836: Brothers Adolphe and Joseph-Eugene Schneider take over
an abandoned foundry in Le Creusot, France and, two years later,
create Schneider & Cie, focusing primarily on the steel industry.
Schneider & Cie grows rapidly, specializing in the production of
heavy machinery and transportation equipment, and eventually
becomes the Schneider Group, a diversified conglomerate.

1975: the Schneider Group acquires an interest in Merlin Gerin,
one of the top manufacturers of electrical distribution equipment in
France that has been involved in the electricity sector since 1920.

1981-2001: the Schneider Group refocuses
on the Electricity Sector

1981-1997: Schneider Group refocuses on the electrical industry
by divesting its non-strategic assets, such as its public works

company, Spie Batignolles. Schneider Group undertakes a series
of strategic acquisitions: Telemecanique in 1988, Square D in 1991
and Merlin Gerin in 1992,

1999: Schneider Group acquires Lexel, one of Europe’s largest
suppliers of installation systems and control solutions. In May 1999
the Group is renamed to Schneider Electric, to clearly emphasize
its expertise in the electrical field.

Since 2002: a Strategic Transformation

At the turn of the 2000s, Schneider Electric radically rethinks its
growth strategy, setting itself three goals:

® ensuring a more balanced exposure to its strategic end markets;

® enhancing its portfolio of historical operations (electricity
distribution, automation and industrial control) with adjacent and
synergetic businesses in order to boost its organic growth
potential; and

® anticipating the future energy requirements of companies and
individuals.

This strategy led Schneider Electric to conduct a number of
strategic acquisitions both in mature countries and in new
economies targeting companies offering complementary products
and solutions.

4.2 From Power & Control to Energy Management

Reinforcing leadership in Low Voltage
Distribution

® \We were a long time leader through our Merlin Gerin and Square
D brands.

e We reinforced our Wiring Devices and Ultra Terminal offer with
several acquisitions: Clipsal in 2003, OVA, Merten and GET
in 2006, Marisio and Wessen in 2008.

e We grew our portfolio in renewables conversion with Xantrex
in 2008.

® We grew our presence in new economies with Delixi in China,
Conzerv in India (2009) and Steck group in Brazil (2011).

Building a global leader in Medium
Voltage & Grid Automation

® We have historically been one of the leading players in medium
voltage electrical distribution products and equipment.

e With the acquisiton of ArevaD (Areva’s medium voltage
distribution division) in June 2010, we became worl leader in
medium voltage and grid automation.

® |In 2010, we acquired 50% of Electroshield Samara, a leading
medium voltage company in Russia. In 2013, we acquired full
ownership of this company, transforming Russia into a key
market for the Group and enhancing our capacity to be a key
player in the oil, gas and mining industry, as well as to develop
energy efficiency and smart grid.

2014 REGISTRATION DOCUMENT SCHNEIDER ELECTRIC 25



1

20

OVERVIEW OF THE GROUP’S STRATEGY, MARKETS AND BUSINESSES

COMPANY HISTORY AND DEVELOPMENT

e With the acquisition of Telvent in 2011, a Spanish software
company with a strong presence in North America, we became
the leader in ADMS, advanced Distribution Management
System, supporting the monitoring and management of large
electrical distribution networks.

Developing a global leader in Industrial
Automation and Control

® We were a long time leader in discrete automation through our
Telemecanique brand.

e We reinforced our Industrial Automation & Control portfolio with
Citect in 2006, RAM Industries in 2008, Cimac and SCADA
group in 2010 and Leader & Harvest in 2011.

e In January 2014, we closed the acquisition of Invensys plc. This
strategic move allows us to enter the process automation world
and reinforces our global position in integrated industrial
automation and electro-intensive segments.

Building a global leader in Critical Power

e We identified Critical Power as a key technology for our portfolio
and regained majority control of MGE UPS in 2004.

® \We became a world leader with the acquisition of American
Power Conversion (APC) in 2007, the US-based world leader in

4.3 Recentexternal growth

single-phase and three-phase UPS with operations on all
continents and USD2.5 billion in revenue.

® We expanded our operations in new economies with the
acquisition of UPS manufacturer Microsol Tecnologia in Brazil
in 2009 and the acquisition of APW in India in 2011.

® In 2011, we broadened our portfolio with cooling offers from
Uniflair, data center services from Lee Technologies and backup
power storage from Luminous.

Creating a major player in Building
Automation & Security

® As the result of several acquisitions, TAC in 2003, Andover
Controls in 2004 and Invensys Building Systems in 2005, we
became a major player in building automation.

e We entered the video security market in 2007 with the
acquisition of Pelco.

® In recent years we have further developed our operations in
mature countries, in particular through the acquisition of two
pioneering French companies in December 2010: Vizelia, a
provider of software that monitors the energy consumption of
buildings in real time, and D5X, a specialist in solutions
optimizing the use of commercial buildings.

® The acquisitions of Summit Energy (2011) and M&C Energy
group (2012) increased our expertise in energy procurement
services.

In 2014, Schneider Electric optimized its offer portfolio through one
acquisition and two disposals.

® In June 2014, Schneider Electric announced the sale of the
Invensys Appliance division, which is renamed Robertshaw
Controls Company, to an affiiate of Sun European Partners,
LLP. The disposal follows a strategic review of the Appliance
division that concluded the unit is not a core business to
Schneider Electric.

® |In October 2014, Schneider Electric announced the sale of the
entire shareholding in Custom Sensors & Technologies (« CST »)
to private equity groups The Carlyle group and PAI Partners.
Schneider Electric has reinvested approximately $100m
alongside Carlyle, PAl and CST management to own a
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shareholding of circa. 30% of CST. The disposal is consistent
with the Group's practice to regularly review its strategic
portfolio and focus on energy management and efficiency
technologies, integrating complementary power and automation
offerings. CST had limited synergies with other businesses of
Schneider Electric.

@ |In August 2014, Schneider Electric announced it has signed an
agreement to acquire GUnsan Elektrik, the second largest player
in wiring device accessories serving residential and commercial
buildings markets in Turkey. GUnsan Elektrik will bring to
Schneider Electric a well recognized brand, a diffused local
distributor network and a competitive manufacturing base in
Turkey. It will complement Schneider Electric’s premium
offerings with a strong mid-market product range.
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4.4 Change management through company programs

Schneider is on, Schneider Electric’s company program
(2015-2020)

Schneider is on, Schneider Electric’s company program for the 2015-2020 period, is another major
step in the consistent deployment of the Group’s strategy.

The new company program is structured around five initiatives to deliver more value to customers and shareholders:

1.

Do more for the customers to create more opportunities
for them, and for Schneider Electric

The Group aims in this initiative to bring more value to
customers and more business to partners, a better intimacy
and an access to specialists, a consistent project execution
and a unique and flexible delivery experience.

Simplify the operations for increased efficiency

Simplifying work and operations makes the difference to the
customers. The Group targets to simplify its management
set-up to make the company leaner, further increase
supply-chain  productivity, optimize R&D efficiency and
solution execution and increase sales force efficiency. Overall
the Group targets to generate by the end of 2017 c. EUR1
billion of industrial productivity and c¢. EUR0.4-0.5 billion
gross!” SFC savings by 2017.

Digitize for customers, for efficiency and simplicity

The Group’s offers will be more connected, enabling new
services and improving its customers’ life. The digital

(1) Before inflation and reinvestment.

customer experience will be improved to deliver an
end-to-end simple and intuitive partner and customer
experience

Innovate to support growth

The innovation will focus on delivering the right products and
solutions for customers in a focused and short timeframe. In
addition, Schneider Electric will continue to be a partner of
choice in sustainability in its innovations and its operations
and will be measuring its progress through the Planet &
Society Barometer 2015-2017.

« Step Up » people

This initiative is focusing on increasing the competency of
Schneider Electric employees through stronger collaboration,
enhanced training and a culture of high performance while
continuing to have a strong engagement for diversity and
workspace satisfaction.

2014 REGISTRATION DOCUMENT SCHNEIDER ELECTRIC 27



OVERVIEW OF THE GROUP’S STRATEGY, MARKETS AND BUSINESSES

1 RESEARCH & DEVELOPMENT

> 5. Research & Development

As a technology company, Schneider Electric is constantly seeking to leverage technology advances to deliver truly
innovative solutions that improve the daily life of people and the efficiency of companies, while constantly improving

the efficiency of its R&D.

5.1 Leverage technology advances

Emerging trends that appeared in the last five years, like Internet of
things («loT »), digitization and [T/OT convergence, are now
shaping Schneider Electric’'s R&D strategy and investments. They
are impacting the way products and systems are architected,
developed, delivered and serviced, with significant value for our
customers.

Digitization and loT

Beyond personal devices, 10T is a huge opportunity in industrial
systems. It enables significant increase in the number of measure
and control points and, as a consequence, further optimization of
these systems. Since 2000, Schneider Electric has invested in
research programs to develop low power « pervasive sensing »
devices which are now reaching industrialization phase, just in time
to contribute to such solutions.

Sensors that can work 10 years off a button size battery while
transmitting data over wireless « mesh » networks are reaching
industrialization. Their lifetime cost is up to 10 times lower than
classical wired sensors and will revolutionize the way buildings and
factories are monitored and controlled.

R&D efforts now focus on the ease of deploying and running large
networks of such sensors and the scalability and security of the
infrastructure needed to harness the data coming from these
networks. The cloud based Digital Services Platform was
developed by Schneider Electric over the last three years to
address these two challenges. Dozens of pilots are underway with
business units and external partners, leveraging a library of
analytics modules developed in the context of the Operational
Intelligence program.

Using mobile technology, the insights delivered by these analytics
are packaged into simple, yet powerful, «context aware »
applications. Thanks to geo-localization, the information can
literally find its way to the person needing it most, depending on
where he/she is. Once advised, another set of mobile based
applications, including augmented reality, further guide the user to
transform these insights into action.
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IT/OT convergence

StruxureWare, Schneider Electric’s flagship R&D program was
already about bridging the gap between automation systems (OT)
and enterprise level applications like ERP (IT) to allow further
optimization of operations. With the acquisitions of such
companies as 7T in Water, Solve IT in mining and lately InStep in
Utilities, Schneider Electric has built a strong portfolio of solutions
that bridge this gap and deliver strong operational improvements.

In addition to delivering solid results, IT/OT convergence opens up
the possibility for simpler, more scalable and flexible industrial
architectures, leveraging the best of IT technologies, like cloud
computing and virtualization, and the OT advances driven by loT.
In partnership with major IT players, like CISCO and Microsoft, as
well as thought leading customers, Schneider Electric is designing
the future converged industrial architectures that have the potential
of dividing by two the lifetime cost of ownership of industrial control
systems.

Modeling and simulation

Regarding lifetime cost, the design phase of industrial projects
plays a critical role in reducing both time and cost of system
deployment.

Invensys, acquired by Schneider Electric in January 2014, is a
leader in the simulation of complex continuous processes, such as
refineries or chemical plants. During the design phase, the plant
can be simulated to optimize its design, validate its performance
and start operator training before it is even built. The IT division had
developed a similar set of tools for data centers, including 3D
thermal simulations to validate the design of the cooling system.

R&D teams are working to generalize this offering to any kind of
industrial system, including large and complex buildings like
hospitals, in partnership with the leading CAD/CAE suppliers in
these domains. Filling the gap between design and operational
systems will not only decrease design-and-build costs but also
those linked to maintaining and evolving systems over the 30+ life
expectancy that is common in some industries.

Within five years, one can expect that industrial systems will be
developed like modern software, starting from a model of the
process, followed by a simulation based on this model, developed
and tested «against » the model and finally deployed on totally
standardized hardware.
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The advances mentioned above generate innovation across
market segments, all the way from homes to smart cities, as
illustrated in these few examples.

Homes

The Wiser home control solution includes a battery powered
wireless thermostat that can be easily installed to optimize the
comfort and energy consumption of each room. The new version
of this thermostat, leveraging the oT platform developed in the last
three years has a five times longer battery life (up to 10 years),
costs 50% less and is three times thinner than a traditional wired
thermostat.

Buildings

Making buildings more efficient often requires significant upgrades
of their control systems, which often leads to unjustifiable payback
for mid-size buildings. Thanks to a cloud based platform and the
growing acceptance of wireless communication, the SmartStruxure
Light solution decreases by 50% the cost of retro-fitting a mid-size
building.

Additionally, this solution is connected « out of the box » with a set
of cloud based algorithms that automatically discovers the thermal
characteristics of the building, learns the habits of its tenants and
automatically optimizes its consumption.

Energy

Low voltage electrical distribution panels, beyond ensuring the
safety of the assets they power, collect a large number of data
which could be used to optimize the performance of these assets.
Analyzing the frequency of the electrical feedback of a motor can,
for instance, allow to detect the wear and potential failure of their
bearings or of the equipment they power.

Thanks again to the low cost of the loT platform, every distribution
panel shipped by Schneider Electric or its partners is now
connected to the cloud. Data experts and process experts
collaborate to analyze the patterns in the data coming from the
panels to come up with novel ways of optimizing their
performance. Once developed in the cloud, the corresponding
algorithms will be optimized and implemented in the intelligent
meters and breakers built into the panel, thus making it smarter
and smarter.

The connection of distribution panels to the remote platform
enables services such as demand response, allowing the
aggregation of multiple buildings and/or factories into significant
capacity that utilities can call upon at peak times.

Industry

As End Users and OEMs re-examine their automation and
operation management strategies to take advantage of the loT,
enable operational excellence and improve overall business
performance, PlantStruxure and MachineStruxure architectures
play a key role in managing convergence between informational
technology and operational technology.

Our Best-In-Class Smart Connected Products such as the Altivar
Process variable speed drive leverage loT technologies to deliver
real customer value. With its smart diagnostics based on dynamic
QR codes, and its embedded optimization algorithms such as
pump curves, the Altivar Process drive reduces downtime by up to
20%. Furthermore, its built-in energy management services and
seamless integration with business management systems provide
real operational insights contributing to operational efficiency
improvements of up to +25%.

Continuing to lead the world of Automation, the Modicon M580 is
the world's 1% ePAC - with Ethernet built right into its core,
bridging the gap between the OT and IT worlds. Thanks to
Modicon M580 you can monitor and diagnose your installation in
real-time from any location using your standard tablet and smart
phone, greatly improving the efficiency of your maintenance teams

In automation projects enhanced with Foxboro Control Systems
and Triconex Safety Instrumented Systems, Schneider Electric is
leading the way with Virtualized Engineering, also called
Engineering in the Cloud, throughout the entire project. From the
design phase to verification and testing, our customers can utilize
engineering resources and subject matter experts anywhere in the
world increasing collaboration and reducing time to first
production.

Data Centers

loT type solutions combine large networks of smart on-site devices
and powerful cloud based analytics. For multiple reasons, including
security and reliability, most of these solutions will still require
on-site computing, but with the kind of flexibility of a « private
cloud ».

Schneider Electric is working with major IT players to develop
packaged « micro data centers » that can be installed in just a few
hours on a site, will «discover» their environment and
self-configure, pulling functionality from Schneider Electric’s cloud
platform. Such micro data centers will be a key component of the
converged IT/OT industrial architectures mentioned earlier.

The first version of this micro data center, developed with CISCO
for traditional business applications is already commercially
available.
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5.3 Improve the efficiency of R&D

With digitization, even simple products are now part of a system
comprised of its connection to the cloud, the analytics running in
this cloud and the mobile applications delivering the derived
insights to users.

While the deployment of technology platforms has allowed to
reduce both the cost and lead time of bringing new products to
market, this new complexity requires an upgrade of development
methods and tools. To address this challenge, a very ambitious
program has been launched to deploy Model Based Systems
Engineering (MBSE) throughout Schneider Electric’s R&D. This
method was pioneered by Aerospace and Automotive and, thanks
to its packaging in modern toolset, now becomes applicable to
less complex systems.

From the customer requirements expressed by Marketing, a model
of the product and/or system is developed using a specific

5.4 Financing innovative startups

language. This model can be used to generate mockups that can
be validated and can evolve with customers before any R&D is
committed.

The validated model then becomes the reference from which the
mechanical, electronics and software design team can work in
parallel. From the model, engineers can query libraries of reusable
components, developed on the technology platforms now
common to all businesses, thus accelerating projects while
reducing risks. Successive versions are tested against the model,
and again with customers, ensuring that final integration and
testing will go smoothly.

First pilots have confirmed the potential of MBSE and full
deployment has started mid-2014, with the expectation that every
program will apply this method by 2016.

In 2000, Schneider Electric created an investment structure called
Schneider Electric Ventures to invest in high-tech start-ups whose
innovations fit with the Group’s future development.

In 2010, Schneider Electric Ventures became Aster Capital with the
launch of a new capital investment fund to finance innovative
start-ups operating within the areas of energy, new materials and
the environment. This second fund received a capital subscription
of EUR105 million from Schneider Electric (EUR40 million), Alstom
(EURB0 million), Solvay (EUR15 milion) and in2012 by the
European Investment Fund (EUR20 million), a benchmark financial
partner in Europe.

Managing a portfolio of partnership
opportunities

The mission of Aster Capital is to purchase minority interests in
innovative start-ups in the fields of energy and the environment
based in Europe, Israel, North America and Asia. The scouting
activities constitute a source of particularly productive partnerships
and forge contacts with more than 1,500 small and mid-sized
businesses around the world each year. In2014, three new
investments were realized, joining the first ten companies already in
the portfolio, including EcoFactor, Lucibel and Iceotope.

Aster’s first fund currently still holds 10 equity interests in Solaire
Direct, Jet Metal Technologies, Tronics, Casanova, Tiempo,
Ordinal Software, Teem Photonics, HBA, Fludicon and Agilence.
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The CoSMo Company - EUR1.5 million investment
in January 2014

The business of The CoSMo Company is based on the use of their
internally developed computer modeling and simulation platform.
This platform is used to resolve concrete problems and to support
projects under development by taking a complex system
approach. Complex systems are projects with a large number of
interacting entities, such as cities, infrastructure networks or even
biological tissues, the understanding of which requires modeling.

Easybike group - EUR3 million investment
in September 2014

The French leader in electric bikes, Easybike manufactures,
develops and distributes a complete line of electric bikes, including
the Solex and Mobiky brands, which are exported to about twenty
countries.

Digital Lumens — USD3 million investmentin
October 2014

Digital Lumens is a Boston-based company that has developed
the first intelligent LED lighting system for industrial facilities,
warehouses, factories, etc. This system is based on a global
approach that combines LEDs, wireless control architecture,
monitoring sensors and centralized management software.
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Identifying emerging trends and technologies
and delivering relevant inputs

Aster Capital is in touch with start-ups on a daily basis. This gives
Aster Capital a unique perspective on emerging technologies,
customer needs and new market segments. The work is shared at
three levels:

e by identifying emerging trends and weak signals which may
have an impact on markets, customers and/or future Schneider
Electric business, and sharing them on a regular basis with the
leaders within Schneider Electric;

® by introducing about 300 start-ups each year to Schneider
Electric teams within relevant countries, businesses and
corporate departments; and

® by publishing market analyses that are presented to Schneider
Electric teams. Again this year, ten topics related to the energy
and environment sectors have been covered and shared within
Schneider Electric.

ORGANIZATIONAL SIMPLICITY AND EFFICIENCY

An innovative element introduced this year is that the Aster Capital
teams have made a dedicated web platform available to all
Schneider Electric employees, which gives them even easier
access to all of these resources, information and databases.

Developing business opportunities
in data centers

Schneider Electric decided to invest EUR50 million in the TMT
(Technology, Media and Telecommunications) sector in China, with
a particular interest in the development of data centers. In late
October 2014, Aster Capital created an investment fund that
guarantees the good governance of this project in coordination
with local Schneider teams.

> 6. Organizational simplicity

and efficiency

Schneider Electric’s profile has undergone an unprecedented transformation in the past decade to become a global

specialist in energy management.

Under the One company program (2009-2011), the organization was redesigned to better serve its customers. This
transformation continued with the Connect company program (2012- 2014) to organize our diverse businesses for
more cohesiveness to address in a differentiated manner the specific needs of our customers. Now with the current
company program, Schneider is On (2015-2020), we will leverage these organizational simplifications and further

empower our team members towards growth.

6.1 A customer focused organization

Dual orientation - technologies and
end-markets

Schneider Electric is organized in four business segments. Each
business segment is responsible for specific technologies and
adresses targeted end-market segments. This organization was
designed in order to support our two business models: products
and solutions. Selling products requires clear technological
leadership, while selling solutions requires close customer
relationships and a deep understanding of end users’ needs.

e Buildings & Partner business is the merger of the Buildings
business and Partner business. Its technological scope covers
low voltage, building automation and renewables.

® Infrastructure business scope covers medium voltage and grid
automation technologies.

® Industry business scope covers industrial automation, control
and sensors technologies.

e |T business scope covers critical power and cooling
technologies for data centers as well as non-IT applications.
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Each of the business segment manages its R&D, marketing and
sales teams and is responsible for its global results.

A number of back-office functions such as finance, Human
Resources, IT systems and global marketing are handled by the
Global Functions, which have a governance role and provide
services internally.

Rationalization and optimization of synergies

The organization is deployed in accordance with three key
concepts:  specialization, mutualization and  globalization.
Specialization mainly concerns sales and front-office operations.
Mutualization covers local back-office operations at the country
and regional level. Globalization concerns the six support
functions, now known as Global Functions:

e Finance;

® Marketing;

® Supply chain;

® Human Resources;

e Strategy;

e Information systems.

A substantial portion of the Global Functions’ costs is re-allocated

to the businesses using distribution keys or application bases that
are generally defined annually.

® Specialization: in each country, each business has its own
sales force and local leader as soon as it reaches critical mass.
It also has a specialized front office in each host country to
respond more effectively to customer demand for specific
expertise. Each business segment is also responsible for its
overall results, both for product sales (in its business lines) and
the implementation of solutions (especially for end-market
segments within its scope). As solutions can consist of products
coming from different business segments and in order to define

Geographic dimension and legal structure

a single point of contact for customers, each business segment
is responsible for solutions in certain defined end-markets.
Business efforts have focused on implementing and
strengthening existing teams dedicated to meeting the specific
needs of these strategic customer segments with a strong focus
on the collaboration between the business lines, in order to
ensure these customer’s needs are met as fully as possible.

® Mutualization: the business is organized around Operational
Regions: Global Operations, North America and China. These
Regions are split into 17 zones with empowered Zone
Presidents and Country Presidents, which are appointed in each
country to be the custodians of four Business in their countries:
Industry, Infrastructure, Partner & Buildings and IT, including
Field Services. In addition, they are responsible to monitor the
full transversal P&L of the country, deploy Schneider Electric’s
strategy in the country (including all local cross-functional topics
such as increasing cross-selling among businesses) and pool
the local back-office resources. These resources are gradually
brought together in each country or region under the Country
President’s supervision and can include multiple local support
functions ranging from administration to project execution,
depending on the situation. In addition, the Country President
serves as the mutualization driving force and Schneider
Electric’s main representative in the country, most notably in
dealings with employees and local officials.

e Globalization: major support functions that are not specific to a
given country or business are gradually globalized to increase
experience and leverage a significant scale effect around cost
and service. Manufacturing and supply chain operations, areas
of shared services or expertise (such as finance or Human
Resources), information systems, Group Strategy and global
marketing functions are now included within the Group’s Global
Functions. Global Supply Chain is continuing to focus on the
areas of global productivity, customer differentiation and
customer satisfaction.

The Group’s goal is to establish, where ever possible, a single legal structure in each country.

Schneider Electric’s simplified legal organization chart is as follows:

Schneider
Electric SE

Operational
companies

The list of consolidated companies is provided in note 32 to the
consolidated financial statements (see page 239). Boissiere
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Schneider Electric
Industries SAS

Boissiére Finance

Finance is the Group’s centralized cash-management structure; it
also centralizes hedging operations for all subsidiaries.
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6.2 A more modular approach to information systems

Schneider Electric is completing a 3-year IT strategic cycle
(2012-2014) in line with the Connect company strategy. This IT
strategic cycle was comprised of four strategic directions:

e standardize where it creates value: six [T domains as modular
as possible and which can be easily integrated for agility and
focused differentiation;

® make diversity efficient: one ERP federation with coordinated
data in order to minimize the number of ERP migrations by
replacing only when necessary;

e working smarter: leverage a global IT platform for our
employees in order to provide an interface accessible anywhere
and anytime by end users;

® run IT as a business: clear governance rules to run IT with
efficiency, speed and security.

The IT strategy of Schneider Electric is being refreshed in order to
align with the New Company Program Schneider is On, and an
updated IT Strategic Cycle will be introduced in 2015.

6.3 Worldwide redeployment of production and supply chain resources

Schneider Electric has more than 240 plants and 100 distribution
centers around the world. Customer satisfaction is its top priority.

While working constantly to improve occupational health and
safety and environmental protection, Schneider Electric’s
manufacturing policy aims to fulfill four key objectives, in order of
priority:

1) to achieve a level of quality and service that meets or
exceeds customer expectations;

2) to obtain cost-competitive products while continuing to
deliver strong and consistent productivity;

3) to develop system speed and efficiency and limit production
sites’ risk exposure (currency parity, geopolitical risks and
changes in cost factors);

4) to optimize capital employed in manufacturing operations.

A number of the production facilities and distribution centers are
dedicated to the global market. The other units are located as
close as possible to their end markets. Although design and/or
aesthetic features may be adapted to mest local requirements,
Schneider Electric standardizes key components as much as
possible. This global/local approach helps Schneider Electric
maximize economies of scale and optimize profitability and service
quality.

Drawing on its global scope, Schneider Electric has re-balanced
and optimized its manufacturing and supply chain resources.

In Western Europe, the United States, Japan and Australia,
adaptation plans continued to be deployed with a focus on
specializing production and supply chain units and reducing the
number of sites.

Continuous improvement on a global scale

At the same time, an industrial excellence program called
Schneider Production System (SPS) has been rolled out in all
plants to substantially and continuously improve service quality and
productivity. The program also takes environmental criteria into
account. Based on a lean manufacturing approach, SPS is

supported by the extension of Six Sigma and Quality and Value
Analysis programs across the Group. By deploying these
optimization methods globally and sharing best practices, the
Group intends to raise the operational performance of all its plants
to the same high standard.

Schneider Electric’s plants and products comply with increasingly
extensive and stringent European regulations and with international
standards governing environmental protection in all host countries.
In many cases, the Group anticipates future standards. In 1992,
Schneider Electric defined a formal environmental policy, which
was revised in 2004 to take account of changes both internally and
externally. This policy is designed to improve production
processes, promote eco-design, integrate customer expectations
into the Group’s environmental protection approach and raise
awareness among all employees and partners about environmental
protection and energy efficiency. In order to limit risks related to the
environment generally, the Group has implemented an
ISO 14001-compliant process to continuously improve the
environmental performance of its plants and supply chain centers.
Nearly all of our industrial sites have now been ISO 14001 certified,
and so we can address our efforts towards new areas for
improvement, which were initiated and/or pursued in 2012-2013,
like ISO 50001 certification (energy efficiency) as well as qualitative
and quantitative improvement of our sites’ water consumption and
industrial waste generation.

Schneider Electric has implemented a policy to systematically
identify and reduce its industrial risk in order to secure maximum
service 1o its customers and to minimize any impact of disaster,
whether it is internal in nature (fire) or external (natural disasters).
This policy relies on local actions to remove the identified risks
following audits led by an external firm recognized by insurers, as
well an action plan for the continuity of production. If, after
corrective actions, the risk remains too high, then the activity is
repeated at another Schneider Electric site. Since 2014, this
process has been extended to single-source suppliers in order to
reduce the risk level in five areas (financial, geopolitical, industrial,
quality and dependence on Schneider Electric activity).
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The segmented response to customer needs

In 2012, Schneider Electric launched the « Tailored Supply Chain »
program as part of the company program Connect, with the aim to
better align the supply chain set-up with the needs and behaviors
of each customer segment (distributors, partners, panel
builders, etc.).

Six initiatives were defined to support the transformation of the
supply chain:

® purchasing: step up purchasing to drive proactive planning of
procurement;

e optimization of the industrial operation: manage the
operation of critical components to improve lead-time to
customers (suppliers, factories, logistics);

e supply chain flow redesign: reduce lead-time through
optimization of plant and distribution center footprint and flow
design;

e transportation rationalization: increase partnerships with
selected carriers to improve customer service;

@ industrial planning: build best-in-class planning process by
customer segment;

e IT capability: align information systems strategy with this
segmentation.

This approach required a more dynamic industrial strategy around
how we serve our clients, how to configure our products,
equipment and services for our customers and how to deliver to
those customers, while at the same time, simplifying the way we
work and therefore focusing on creating value for our customers by
streamlining our decision-making processes and
organizational structure.

This led to the announcement of a new Industrial Organization
for 2013, structured around eight regions (Europe, CIS, China,
India, Pacific, Asia, North America, South America) which groups
all of Schneider Electric industrial activities together in these
regions. In addition, this also led to the verticalization of all
Purchasing activities to simplify and unify its contact with suppliers.

The digitization of the supply chain

In 2013, Schneider Electric put emphasis on digitization as a way
to accelerate and intensify its transformation.

For the supply chain, this approach aims to synchronize suppliers
and plants through distribution centers and carriers to improve
service to customers. Many programs have been launched in order
to offer new features and improve the responsiveness in relation to
market demand supported by new technologies.

Supply chain optimization will benefit from the flow model,
combined with the integration of the IT systems of our logistics
partners with cloud technology. Similarly, a partnership with Kinaxis
will enable the « digitization » of industrial planning and extend the
scope. This technology facilitates interaction loops between the
different functions and improves our responsiveness to customers
as well as significantly reducing the value of fixed assets in
inventory. Finally, the development of new features tailored to each
customer segment on our targeted computer systems (of the
supply chain) will be supported by a strengthened IT convergence
plan.

This digitization of the supply chain fully meets the priorities of the
Group’s industrial strategy targeting first customer satisfaction
while reducing costs for increasing responsiveness and reducing
capital employed.

A key competitive advantage for our customers

All of these efforts to improve the supply chain have been
recognized well outside the company. In September 2014 Gartner,
a leading IT research and advisory firm, ranked Schneider Electric’s
supply chain 22nd in Europe and 67th worldwide, an improvement
of 34 places in two years.

The Group’s aim for the next few years is to turn this into a
competitive advantage through customer recognition that we offer
the best logistics solutions. The new 2015-2020 company
program aims to drastically improve the capacity and response
speed of the supply chain while strengthening economic and
ecological efficiency in order to even better serve our customers by
providing them with a customized logistics response that meets
their expectations while ensuring sustainability.

6.4 Purchasing: selection and internationalization

Purchasing corresponds to around 50% of revenue and plays a
crucial role in the Group’s technical and business performance. As
part of its program to optimize Purchasing, the Group has sought
to source a significant portion of its purchases from the
top-performing suppliers (« recommended » suppliers) and aims to
increase local sourcing in the new economies to more than 50%.

Schneider Electric primarily purchases prefabricated components,
raw materials (silver, copper, aluminum, steel and plastics),
electronic and electrical products and services. The supplier list
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includes multinationals as well as small, medium and intermediate
sized companies.

Suppliers are selected for the quality of their products and
services, their adherence to delivery deadlines, their
competitiveness, their expertise, their innovative capacity and their
commitment to corporate social responsibility (CSR). As a
signatory to the United Nations’ Global Compact and in view of its
recommendation of ISO 26000 to its principal suppliers, Schneider
Electric encourages its suppliers to join this sustainable
development process and its continuous improvement.
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> 7. Risk Factors

As described in Chapter 3.9 Internal control and risk management,
Schneider Electric regularly analyses the risks and threats it faces,
which has revealed six major risk categories as follows:

e risk factors related to the Group’s business, which also include
the solutions business, supplier risks and competitive threats;

® industrial and environmental risks that also include risks such as
natural catastrophes and political disturbances, etc.;

RISK FACTORS

e information system risks and cyber threats;

® market risks covering currency risks and raw material price
fluctuation risks;

® |egal risks that also cover intellectual property;
® litigation and related risks.

The Group’s main risks and threats are summarized in a chart
of overall risks based on their impact and probability.

Risk factors related to the Group’s business

Schneider Electric operates worldwide,
in competitive and cyclical markets

The worldwide markets for the Group’s products are competitive in
terms of pricing, quality of products, systems and services,
development and introduction time for new  offers.
Schneider Electric faces strong competitors, some of whom are
larger than we are or are developing in certain lower cost countries.
The Group is exposed to fluctuations in economic growth cycles
and to the respective levels of investments within the different
countries in which we operate. The Group’s widespread
geographic coverage and diversified end markets enable us to ride
out downturns on specific markets.

As 44% of the Group’s revenue is generated in emerging
countries, we are exposed to the risks associated with those
markets.

The Group’s wide international presence exposes us to many
economic, legal and political risks in the countries in which we
operate. These include risks arising from social unrest (particularly
strikes and walk-outs), political instability, unforeseen regulatory
changes, restrictions on capital transfers and other obstacles to
free trade, and local tax laws. All of these risks may have an
adverse effect on the Group’s operations, results or financial
position.

Schneider Electric has implemented procedures designed to
protect it as far as possible from these risks, which are generally
beyond our control, and to manage them as effectively as possible.
These procedures include quarterly business reviews in which
performance and projections are monitored, in terms of activity,
action plans, results to date and forecasts, at all organizational
levels of the Group (see section 3.9 Internal control and risk
management). The Group also has the necessary competencies to
manage these risks, mainly through our central functions (finance,
legal, tax and customs).

The growth and success of the Group'’s products
depend on its ability to constantly adapt to and
leverage new technologies to deliver high value
products and solutions

The markets in which Schneider Electric operates are experiencing
rapid evolutions due to the introduction of innovative technologies,
such as loT and Big Data. Customers expect smarter and smarter
products with open interfaces enabling them to be tightly
integrated into more and more complex software based solutions.
The resulting digitization of products, including native Web
connectivity opens numerous new opportunities, but will also
accelerate the convergence of IT and OT technologies, thus
making it possible for new players to enter our markets. The
widespread usage of mobile devices creates new expectations
from customers as far as the general usability of products. Last but
not least, the increased connectivity of products increases the risk
of cyber attacks.

To meet these challenges, the Group has increased its investments
in the areas of embedded control (hardware and software), and
cyber-security. A Group-wide initiative aims at developing common
control technologies, leveraging such advances as « controller on a
chip », resulting in smart and open products that are « natively »
secure. More and more, the development of products goes hand
in hand with the development of life-cycle services leveraging Web
connectivity to deliver superior lifetime value to our customers.
Such services not only open new recurring revenue opportunities
for Schneider Electric, but reinforce the Group’s competitive
position versus potential new entrants.

The increased software content of the Group’s solutions has
resulted in specific investments in the area of user experience. The
standards and techniques developed for software solutions apply
readily to smart phones and allow development teams to
seamlessly complement products and solutions with state of the
art mobile applications.
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Regarding cyber-security, a specific investment program has been
launched to develop specific capabilities. Specialists have been
embedded in the main development teams/centers are involved
from the early phases of the design to make products inherently
safe. A constant monitoring of emerging threats has been
implemented in partnership with specialized firms and specific
incident response processes have been established to support
customers in case of cyber-attack against Schneider Electric
products.

The market for software-based solutions has faster cycles than
some of Schneider Electric’s hardware markets. As a provider of
critical  infrastructure  management  solutions, the Group
nevertheless does not compromise its standards of outstanding
reliability and security. As a consequence, a program is underway
to generalize the latest standards of System Engineering, allowing
different teams to work in parallel on complex products or
systems, while assuring the highest quality standards. Coupled
with techniques such as early prototyping, leveraging 3D printing,
and simulation, these efforts contribute to the continued reduction
of go-to-market lead times.

To sustainably manage these challenges, the Group needs to
constantly invest in the competencies of its 11000 R&D engineers,
both to reinforce its traditional domains of expertise and develop
new ones. Worldwide competency networks, which extend into
universities, research centers and partners remain the backbone of
Schneider Electric’s R&D organization. Each network constantly
monitors emerging technologies and competitive trends in its
domain, decides the launch of research efforts to position the
Group ahead of those trends and ensures the related upgrade of
the network’s talent pool.

Schneider Electric’s strategy involves growth
through acquisitions and mergers that
are potentially difficult to execute

The Group’s strategy involves strengthening its positions through
acquisitions, strategic alliances, joint ventures and mergers.
Changes in the scope of consolidation during 2014 are described
in note 2 to the consolidated financial statements (Chapter 5).

External growth projects are examined in detail by the businesses
and corporate functions (strategy, finance, legal affairs, tax and
Human Resources) concerned, under a rigorous internal process
developed and led at Group level. A launch committee is
responsible for initiating the review process to identify the risks and
opportunities associated with each external growth project, while a
number of validation committees review the results on an ongoing
basis. Projects that successfully come through the review process
are submitted for approval to the Group Acquisitions Committee
made up of the main members of senior management. The largest
projects require the prior approval of the Chairman and CEO, and,
in some cases, the board of directors.

External growth transactions are inherently risky because of the
difficulties that may arise in integrating people, operations,
technologies and products, and the related acquisition,
administrative and other costs.

This is why an integration procedure for new acquisitions has been
drawn up. The integration of acquisitions is a process that extends
over a period of six to 24 months depending on the type and size
of the newly acquired company. The integration scenario for each
acquisition varies depending on whether the business was
acquired to strengthen or extend the Group’s existing line-up or
enter a new segment. There are a number of different integration
scenarios, ranging from total integration to separate organization.
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An integration plan is drawn up for each acquisition and submitted
to the Acquisitons Committee for approval. The plan is
implemented by an integration manager who reports to a Steering
Committee that initially meets at monthly intervals and then on a
quarterly basis.

The unit that presents the acquisition project is accountable to the
Group’s senior management for meeting clearly defined business
plan targets covering future performance and expected synergies.
Actual performance is measured against business plan targets
during quarterly business reviews and, for the largest acquisitions,
by the board of directors.

Value in use is determined by discounting estimated future cash
flows that will be generated by the tested assets, generally over a
period of not more than five years. These future cash flows are
based on Group management’s economic assumptions and
operating forecasts. The discount rate corresponds to Schneider
Electric’s weighted average cost of capital (WACC) at the valuation
date plus a risk premium depending on the region in question (local
risk-free rate), the nature of the target's business (appropriate
beta), and the structure of the financing (taking into account the
debt to equity ratio and risk premium on the debt). The Group’s
WACC stood at 7.6% at December 31, 2014, slightly decreasing
compared to the 2013 financial year. The perpetuity growth rate
was 2%, unchanged on the previous financial year.

Goodwill is allocated to a Cash Generating Unit (CGU) when initially
recognized. The CGU allocation is done on the same basis as
used by Group management to monitor operations and assess
synergies deriving from acquisitions. Impairment tests are
performed at the level of the cash generating unit (CGU), i.e. in
2014 the Buildings & Partner, Infrastructure, Industry and [T
businesses. Details on asset impairment are provided in note 1.11
to the consolidated financial statements (Chapter 5).

Where the recoverable amount of an asset or CGU is lower than its
book value, an impairment loss is recognized. Where the tested
CGU comprises goodwill, any impairment losses are firstly
deducted therefrom.

The Group’s success depends on its ability to
attract and retain qualified individuals, and
engaging its workforce to support our Growth
ambition for the future

Competition for highly qualified management and technical
personnel is intense in the Group’s industry, and becomes a bigger
challenge as the Group continues on its trajectory of growth in
mature economies as well as in new economies. Future continued
success depends in part on the Group’s ability to hire, assimilate
and retain engineers, sales people and other qualified personnel,
especially in the area of energy efficiency solutions. This ability can
only result from a strong employee-centric Human Resources
strategy and its ability to prepare its workforce for the future
through learning and identifying talent within the organization.

The Group’s Human Resources strategy is strongly anchored in its
« Total Employee Experience » philosophy, ensuring that Human
Resources offers at every stage of an employee’s life cycle within
the company remain attractive in order to recognize, reward and
retain employees. The Human Resources Function is valued as a
backbone of support for the business, bringing efficiency and
quality to the employee experience. Our entire HR Strategy is being
developed to support our 2020 vision on leadership and culture at
Schneider Electric. It defines the values and transformation we
want to accomplish, one of them being to increase our diversity.
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We believe it is key if we want to keep on meeting expectations of
our customers through ongoing innovation. Our multi-polar
organization with senior leaders in every continent has been
created to facilitate the growth of talents in every part of the world.

To nurture the resilient and innovative workforce required for its
success, the Group encourages employees to take ownership of
managing their performance and career development. From the
point of joining, employees are immersed in a learning culture
founded upon three pillars: Education, Experience and Exposure
(8Es). Learning initiatives are actively driven by Human Resources;
internal processes and programs are geared towards creating
learning opportunities for employees; managers are encouraged to
guide and coach employees in their individual development
journeys. At the end, we want our employees to feel accountable
of their development and success at Schneider Electric.

During 2014 further steps were taken to reinforce the active
management of talent at all levels and in all parts of the company.
A state-of-the-art talent management system was introduced to
support employees in planning their career development, while
giving managers and HR specialists enhanced visibility to plan for
longer-term career development and succession to critical roles in
the organization. Our culture of systematically reviewing talent at

Industrial and environmental risks

RISK FACTORS

every level of the organization gives fair opportunity to everyone to
progress.

The Group’s acquisitions and growth ambitions have increased its
global presence and internationalized the profile of its workforce.
This and company reorganization highlighted the importance and
necessity of working well together. Employee engagement efforts
are therefore key to creating a common Schneider Electric identity
while promoting diversity and inclusion. The Group introduced a
global Diversity & Inclusion policy in 2014, and has for the past few
years regularly sought both blue and white-collar feedback through
bi-annual company-wide employee engagement surveys. Listening
to our employees and acting upon their feedback is a key pillar of
our HR Strategy and actions.

These employee engagement efforts support employer branding
initiatives; the Group has actively reached out to prospective
employees through social media platforms and events for targeted
groups, and has continued to gain accolades as an « Employer of
Choice ».

Work continues to be done in these and other areas so that HR is
equipped to effectively deliver its employer value proposition and
further support the Group in its future endeavours.

Defective products or design flaws may cause
bodily harm or property damage and subject us
to product liability claims and other adverse
effects.

Despite its testing and quality procedures, the Group’s products
might not operate properly or might contain design faults or
defects, which could give rise to disputes in respect of our liability
as seller or manufacturer, notably in Europe, where liability related
to defective products could lead to a loss of revenue, claims under
warranty and legal proceedings. Such disputes could reduce
demand for our products or harm our reputation for safety and
quality. To prevent or limit these risks, Schneider Electric
immediately recalls products if there are any doubts whatsoever

that a product or one of its components is not 100% safe for
people and/or equipment. Another broad recall campaign involves
our global recall of Vigi Compact NS/NSX circuit breakers
produced between 2009 and 2011, which began in 2011 and was
continued in 2012 and 2013. It was concluded in 2014.

As in 2013, no broad product recall was begun in 2014.

Some of the expenses incurred by Schneider Electric in the
context of product recalls are covered by the liability insurance
program described in the « Insurance » section below.

Provisions for product risk totaled EUR446 milion as of
December 31, 2014 (see note 23 to the consolidated financial
statements).
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The Group’s plants and products are subject to
environmental laws and regulations

Our plants and products are subject to extensive and increasingly
stringent environmental laws and regulations in the countries in
which we operate.

To limit risks related to the environment in general, the Group is
involved in a process to continuously improve the environmental
performance of its plants and products. In 1992, Schneider Electric
drafted a formal environmental policy. This policy is designed to
improve production processes, promote eco-design, and integrate
customer expectations into our environmental protection
approach. This policy also aims to identify, assess and prevent
environmental risks, in order to guarantee full compliance with all
environmental laws and regulations applicable to the Group’s
businesses, particularly those in force in the European Union and
considered more rigorous (notably the WEEE, RoHS directives and
REACH Regulation). We record environmental provisions when the
risks can be reliably measured or it is probable that clean-up work
will be performed and the related costs can be reasonably
estimated.  Provisions  for  environmental risks  totaled
EURB08 million as of December 31, 2014. If no risk has been
identified, Schneider Electric will not estimate the financial cost of
environmental risks. We expect our spending on environmental
compliance programs to increase as a result of changes to existing
environmental regulations and the introduction of new regulations.

Information systems risk

There can be no guarantee that Schneider Electric will not be
required to pay significant fines or compensation as a result of
past, current or future breaches of environmental laws and
regulations by companies that are currently or were previously
members of the Group. This exposure exists even if the Group is
not responsible for the breaches, in cases where they were
committed in the past by companies or businesses that were not
part of the Group at the time.

Schneider Electric may also be exposed to the risk of claims for
breaches of environmental laws and regulations. Such claims could
adversely affect Schneider Electric’s financial position and
reputation, despite the efforts and investments made to comply at
all times with all applicable environmental laws and regulations as
they change.

If Schneider Electric fails to conduct its operations in compliance
with the applicable environmental laws and regulations, the judicial
or regulatory authorities could require the Group to conduct
investigations and/or implement costly clean-up measures to deal
with the current or past contamination of current or former
production facilities or off-site waste disposal facilities, and to scale
back or temporarily or permanently close facilities in accordance
with the applicable environmental laws and regulations.

Finally, the Group may be exposed to new risks related to recent
acquisitions. In application of IFRS rules, these risks are assessed
in the framework of the allocation of the purchase price, as
specified in note 2 to the consolidated financial statements.

The Group operates, either directly or through service providers, a
wide range of highly complex information systems, including
servers, networks, applications and databases, that are essential
to the efficiency of our sales and manufacturing processes. Failure
of any of these hardware or software systems, a fulfilment failure
by a service provider, human error or computer viruses could
adversely affect the quality of service offered by the Group.

The Group regularly examines alternative solutions to protect
against this type of risk and has developed contingency plans to
mitigate the effects of any information system failure. Dedicated
governance structures have been set up to manage relations with
service providers responsible for outsourced IT systems
operations.

Problems may also be encountered during the deployment of new
applications or software. In particular, in the last few years, the
Group has developed ERPs systems under SAP, which it started
to roll out in 2008. This roll-out process has been carried out fully
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or partially in a number of countries since 2008, and is continuing
in France, Brazil the United States and other countries.

In addition to the deployment of ERP systems, the Group is
deploying various applications aimed at enhancing commercial and
supply chain efficiency.

In view of these projects’ complexity, extensive functionalities and
their worldwide deployment, the Group has set up dedicated
governance and cost control structures to manage these issues
and limit the related risks.

However, despite the Group’s policy of establishing governance
structures and contingency plans, there can be no assurance that
information systems projects will not be subject to technical
problems and/or execution delays. While it is difficult to accurately
quantify the impact of any such problems or delays, they could
have an adverse effect on inventory levels, service quality and,
consequently, on our financial results.
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RISK FACTORS

Interest raterisk

The Group is exposed to risks associated with the effect of
changing interest rates in different countries. Interest rate risk on
borrowings is managed at the Group level, based on consolidated
debt and taking into consideration market conditions in order to
optimize overall borrowing costs. Most bond debt is fixed rate. At
December 31, 2014, 79% of the Group’s gross debt was fixed
rate.

Maturities of financial liabilities are presented in note 24.1 to the
consolidated financial statements.

A 1% increase in interest rates would have a positive impact of
around EUR10 million on the Group’s net financial expense.

The financial instruments used to hedge the exposure of the Group
to fluctuations in interest rates are described in note 26 to the
consolidated financial statements for the year ended December 31,
2014.

The Group’s international operations expose it
to currency exchange risk

Due to the fact that a significant proportion of transactions of
Schneider Electric are denominated in currencies other than the
euro, the Group is exposed to currency risk. If the Group is not
able to hedge these risks, fluctuations in exchange rates between
the euro and these currencies can have a significant impact on our
results and distort year-on-year performance comparisons.

We manage our exposure to currency risk to reduce the sensitivity
of earnings to changes in exchange rates through hedging
programs relating to receivables, payables and cash flows, which
are primarily hedged by means of forward purchases and sales.

Depending on market conditions, risks in the main currencies may
be hedged based on cash flow forecasting using contracts that
expire in 12 months or less.

Schneider Electric’s currency hedging policy is to protect our
subsidiaries against risks on transactions denominated in a
currency other than their functional currency. More than twenty
currencies are involved, with the US dollar, Chinese Yuan,
Singapore Dollar, Australian Dollar, British Pound, the Hungarian
Forint and Russian Rubbles representing the most significant
sources of those risks. The financial instruments used to hedge our
exposure to fluctuations in exchange rates are described in
note 26 to the consolidated financial statements for the year ended
December 31, 2014 (Chapter 5).

In2014, revenue in foreign currencies amounted to
EUR19.7 billion, including around EUR?Y billion in US dollar and
3.4 billion in Chinese yuan.

The main exposure of the Group in terms of currency exchange
risk is related to the US dollar, the Chinese yuan and to currencies
linked to the US dollar. The Group estimates that in the current
structure of its operations, a 5% increase of the euro compared to
the US dollar would have a negligible impact on operating margin
(a translation effect of EUR44 million on EBITA).

Equity risk

Exposure to equity risk primarily relates to treasury shares but
remains limited. The Group does not use any financial instruments
to hedge these positions.

Anincrease in raw material prices could have
negative consequences

The Group is exposed to fluctuations in energy and raw material
prices, in particular steel, copper, aluminum, silver, lead, nickel,
zinc and plastics. If we are not able to hedge, compensate for or
pass on to customers any such increased costs, this could have
an adverse impact on our financial results.

The Group has, however, implemented certain procedures to limit
exposure to rising non-ferrous and precious raw material prices.
The purchasing departments of the operating units report their
purchasing forecasts to the Corporate Finance and Treasury
Department. Purchase commitments are hedged using forward
contracts, swaps and, to a lesser extent, options.

The financial instruments used to hedge our exposure to
fluctuations in raw material prices are described in note 26 to the
consolidated financial statements for the year ended December 31,
2014.

In 2014, purchases of raw materials totaled around EUR2 billion,
including around EUR900 million for non-ferrous and precious
metals, of which roughly 57% was for copper. The Group enters
into swap and options agreements intended to hedge all or part of
its non-ferrous and precious metals purchases in order to limit the
impact of price volatility of these raw materials on our results. At
December 31, 2014, the Group had hedged positions with a
nominal value ofEUR271 million on these transactions.

Counterparty risk

Financial transactions are entered into with carefully selected
counterparties. Banking counterparties are chosen according to
the customary criteria, including the credit rating issued by an
independent rating agency.

Group policy consists of diversifying counterparty risks and
periodic controls are performed to check compliance with the
related rules.

In addition, the Group takes out substantial credit insurance and
uses other types of guarantees to limit the risk of losses on trade
accounts receivable.

Liquidity risk

Liquidity is provided by the Group’s cash and cash equivalents and
undrawn confirmed lines of credit. As of December 31, 2014, the
Group had access to cash and cash equivalents totaling
EUR2.4 billion. As of December 31, 2014, the Group had EUR
2.4 bilion in undrawn confirmed lines of credit, of which
EUR2.4 billion matures after December 2015.

The Group’s credit rating enables it to raise significant long-term
financing and attract a diverse investor base. The Group currently
has an A- (negative outlook) credit rating from Standard & Poor’s
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and an A3 credit rating from Moody’s. The Group’s liabilities and
their terms and conditions are described in note 24 of Chapter 5.

In line with the Group’s overall policy of conservatively managing
liquidity risk and protecting our financial position, when negotiating
new liquidity facilities the Group avoids the inclusion of clauses that
would have the effect of restricting the availability of credit lines,
such as covenants requiring compliance with certain financial
ratios. As of December 31, 2014, Schneider Electric SE had no
financing or confirmed lines of credit that were subject to
covenants requiring compliance with financial ratios.

The loan agreements or lines of credit for some of our liquidity
facilities include cross-default clauses. If we were to default on any

Legal risks

of our liquidity facilities, we could be required to repay the sums
due on some of these facilities.

Moreover, anticipated reimbursement provisions exist for certain
financing and lines of credit in case of change of control. Under
these provisions, the debt holders may demand repayment if a
shareholder or shareholders acting together hold more than 50%
of the company’s shares, for the majority of contracts, and this
event triggers a downgrading of the company’s rating. As of
December 31, 2014, EURA4.8 billion of the Group’s financing and
lines of credit had these types of provisions.

Our products are subject to varying national and
international standards and regulations

Our products, which are sold in national markets worldwide, are
subject to regulations in each of those markets, as well as to
various supranational regulations (sales restrictions, tariffs, tax
laws, security standards, etc.). Changes to any of these regulations
or standards or their applicability to the Group’s business could
lead to lower sales or increased operating costs, which would
result in lower earnings and profitability.

Our products are also subject to multiple quality and safety
controls and regulations, and are governed by both national and
supranational standards. The majority of our products comply with
world-recognized International Electrotechnical Commission (IEC)
standards as well as with the applicable rules in the European
Union, and in particular the REACH and RoHs rules. Any necessary
capital investments or costs of specific measures for compliance
with new or more stringent standards and regulations could have a
negative impact on Group operations.

In addition, in the majority of the markets on which its products are
sold, Schneider Electric is subject to national and supranational
regulations governing competition. If the Group is implicated in
these areas, this could have a significant impact on the Group’s
businesses, results and financial position. However, to mitigate
these risks, the Group completed its « Principles of Responsibility »
by implementing a GLOBAL COMPETITION LAW POLICY that has
been widely rolled out within the Group, together with a training
program set up by the Legal Affairs Department.

Risks related to products sold

In addition, in case of malfunction or failure of one of its products,
systems or solutions, Schneider Electric could incur liability arising
from any resulting tangible or intangible damages, or personal
injury. Similarly, the Group could incur liability based on errors in
the design of a product, system or solution or because of a
malfunction related to the interface with other products or systems.
The failure of a product, system or solution may involve costs
related to the product recall, result in new expenditures for
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development, and launch technical and economic resources. Such
costs could have a significant impact on the profitability and cash
and cash equivalents of the Group. The business reputation of
Schneider Electric could also be negatively impacted.

To prevent these risks, Schneider Electric has implemented quality
procedures at the level of design, development and production of
its products, systems and solutions. In case of product returns, the
type and source of the failures are analyzed and corrective actions
are implemented. The Group has also put in place insurance
coverage to cover its civil liability and the risk of product recalls
(see section 1.7 Risk factors on Insurance policy).

The development and success of the
Group'’s products depends oniits ability
to protectits intellectual property rights

The future success of Schneider Electric depends to a significant
extent on the development and protection of patents, knowledge
and trademarks (« intellectual property rights »). Third parties may
also infringe its intellectual property rights, and the Group may
have to expend significant resources monitoring, protecting and
enforcing its rights. If we fail to protect or enforce our intellectual
property rights, our competitive position could suffer, which could
have a material adverse effect on our business. In addition, the
unauthorized use of intellectual property rights remains difficult to
control, particularly in foreign countries whose laws do not always
effectively ensure the protection of these rights. They could be
counterfeited or used without the consent of Schneider Electric,
which could have a material adverse effect on our reputation and
operating profit.

To mitigate this risk, the patents developed or purchased by the
Group are tracked by the Industrial Property team within the
Finance and Control - Legal Affairs Department. All intellectual
property queries are centralized and managed by this team for the
whole Group and in coordination with the other
Finance and Control - Legal Affairs Departments it ensures that the
Group’s interests are defended throughout the world. The same
approach and organization applies for the Group’s brands
portfolio.
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Following public offers launched in 1993 by SPEP (the holding
company of the Group at the time) for its Belgian subsidiaries
Cofibel and Cofimines, proceedings were initiated against former
Schneider Electric executives in connection with the former
Empain-Schneider  Group’s management of its Belgian
subsidiaries, notably the Tramico sub-group. At the end of
March 20086, a criminal court in Brussels, Belgium, ruled that some
of the defendants were responsible for certain of the alleged
offenses and that some of the plaintiffs’ claims were admissible.
The plaintiffs claimed damages representing losses of
EURS5.3 million stemming from alleged management decisions that
reduced the value of or undervalued assets presented in the
prospectus used in conjunction with the offering, as well as losses
of EUR4.9 million in relation to transactions carried out by PB
Finance, a company in which Cofibel and Cofimines then held
minority interests. In its ruling, the court also appointed an expert
to assess the loss suffered by those plaintiffs whose claims were
ruled admissible. The expert’s report was submitted in 2008. The
defendants and the companies held civilly liable contest the
amounts provided by the legal expert in their entirety on the basis
of such reports drawn up by Deloitte. Schneider Electric and its
Belgian subsidiaries Cofibel and Cofimines were held civilly liable
for the actions of their senior executives who were found liable.
Schneider Electric is paying the legal expenses not covered by the
insurance of the former executives involved. After a settlement
agreement was signed with a group of plaintiffs, the case now
remains pending before the Brussels Appeals Court, due to (i)
appeals against parts of the March 2006 ruling and (i) a ruling
made in 2011 by the Court of First Instance regarding the
admissibility of the plaintiffs’ claims.

In connection with the disposal of Spie Batignolles, Schneider
Electric booked provisions to cover the risks associated with
certain major contracts and projects. Most of the risks were closed
during 1997. Provisions were booked for the remaining risks,
based on management’s best estimate of the potential financial
impact. One of the main issues concerns pending litigation in
France with SNCF before the administrative court.

New files implicating the Group for Spie Batignolles’ past activities
could still arise and result in costs associated with defending the
Group’s interests.

Schneider Electric and other companies in the high voltage sector
have been involved in legal proceedings with regard to an alleged
agreement initiated by the European Commission conceming gas
insulated switchgears (GIS). These procedures involve two former
Group subsidiaries operating in the high voltage segment that were
sold in 2001 and that are now part of the Siemens group.
Schneider Electric did not appeal the decision made by the
Commission with regard to this matter on January 24, 2007 and
was fined EUR8.1 million. The Group recovered two-thirds
reimbursement of the amount of this fine from its two former
subsidiaries in 2012 after multiple legal actions in application of the
decision by the Commercial Court of Grenoble. However, this
decision, although provisionally executed, is subject to an appeal
to the Court of Appeals of Grenoble. In addition, a final decision on

the entire GIS issue was made on April 10, 2014, by the Court of
Justice of the European Union (CJEU), which specifies how the fine
paid by Schneider Electric could be divided between Schneider
Electric and its two former subsidiaries. In this context, a
settlement could be reached between Schneider Electric and its
two former subsidiaries in 2015.

In relation to the GIS disputes, on May 21, 2010, British company
Power networks (formerly EDF Energy UK) launched a claim
against the same companies, including Schneider Electric, for
damages of GBP15 million in the High Court in London, England.
This claim is currently being investigated and there were no
significant developments in 2014.

In addition, some Group entities worldwide, including Brazil and
Pakistan, are directly or indirectly cited in anti-trust proceedings
without, however, the proven or serious risk of conviction in this
regard having been identified to date.

Schneider Electric was also among 2,000 companies worldwide
that were mentioned in the Volcker report on the Oil for Food
program published by the UN in October 2005. Schneider Electric
Industries SAS was investigated by the French judiciary in 2010 in
relation to this report, which stated that the Group had entered into
agreements with the Iragi government between 2000 and 2004
under which surcharge payments totaling approximately
USD450,000 are alleged to have been made to the lIraqi
government. In May 2013, in accordance with the indictment of the
Public Prosecutor’'s Department, the judge referred Schneider
Electric Industries SAS and 13 other French companies to the
criminal court, which should render its decision in 2015.

The discussions entered into with ERDF in 2013 regarding a
potential defect designated «soft button » (non-reset) affecting
connection breakers (DB90) produced between 1990 and 2010
led to a transaction that was signed in July 2014. This transaction
provides for the delivery to ERDF in 2017 of certain products,
whose cost has been provisioned.

Various other claims, administrative notices and legal proceedings
have been filed against the Group concerning such issues as
contractual demands, counterfeiting, risk of bodily harm linked to
asbestos in certain older products and work contracts.

Finally, note that in the context of recent acquisitions, of the
companies such as Electroshield and Invensys, Schneider Electric
could be exposed to new risks and have inherited litigation that
may have a significant financial impact in the coming years, but for
which, however, numerical estimates cannot be made at this point.

Although it is impossible to forecast the results and/or costs of
these proceedings with certainty, Schneider Electric considers that
they will not, by their nature, have significant effects on the Group’s
business, assets, financial position or profitability. The company is
not aware of any other governmental, court or arbitration
proceedings, which are pending or which threaten the company,
that are liable to have or, during the last 12 months have had, a
material effect on the financial position or profitability of the
company and/or the Group.
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Insurance policy

Schneider Electric’s general policy for managing insurable risks is
designed to defend the interests of employees and customers and
to protect the company’s assets, the environment and its
shareholders’ investment.

This strategy entails:

e identifying and analyzing the impact of the main risks;

® preventing risks and protecting industrial equipment; definition of
protection standards for sites (including when those are
managed by third parties) against the risk of fire and malicious
intent, audits of the main sites by an independent loss
prevention company, roll-out of a self-assessment questionnaire
for the other Group sites;

® drawing up of business continuity plans, in particular for the
Group main sites and critical suppliers;

e roll-out of crisis management tools by the Group’s Security
Department;

® carrying out hazard and vulnerability studies and safety
management for people and equipment;

® implementing global insurance programs negotiated at the Group
level for all subsidiaries with insurers meeting the criteria for
financial position recognized by insurance and reinsurance players;

e optimization of financing for frequent, low amplitude risks
through retentions managed either directly (deductibles) or
through captive insurance companies.

Liability insurance

The insurance program established on January 1, 2012, for a
period of three years was pursued in 2014. This program deployed
on more than 70 countries provides coverage and limits in line with
the current size of the Group and its evolving risks and
commitments.

Certain  specific risks, such as aeronautic, nuclear and
environmental risk, are covered by specific insurance programs.

Property damage and business interruption
insurance

The global insurance program put in place on July 1, 2012 was
renewed as of July 1, 2014 for a duration of two years. This is an
«all risks except » contract which covers events that could affect
Schneider Electric’'s property (including fire, explosion, natural
disaster, machinery breakdown) as well as business interruption
resulting from those risks. The EURB50 million global limit of
indemnity has been increased for the largest sites. Certain
guarantees in particular, natural disasters and machinery
breakdown have lower insurance caps. These limits were
determined on the basis of available capacity on the market, loss

2014 REGISTRATION DOCUMENT SCHNEIDER ELECTRIC

scenarios prepared by the prevention company that carries out the
audits of our industrial sites and, for earthquake risk, modelling
carried out by specialized companies.

Assets are insured at replacement value.

Shipping and transport insurance

The insurance program that covers all risks of loss or damage to
goods while in transit, including intragroup shipments was renewed
with the same insurer on January 1, 2014.

Erection all risk insurance

An erection all risk insurance program set up in 2011 to provide
cover for damages to work and equipment for projects taking
place at our clients’ premises, was renewed in April 2013 for two
years.

Other risks

In addition, Schneider Electric has taken out specific cover in
response to certain local conditions, regulations or the
requirements of certain risks, projects and businesses.

Self-insurance

To optimize costs, Schneider Electric self-insures certain frequent,
low-amplitude risks through two insurance captive companies:

® a captive company based in Luxembourg provides property
damage reinsurance worldwide capped at EUR 5 million per
year and liability reinsurance outside USA and Canada capped
at EUR17 million per year;

e for the entities located in USA and Canada, an insurance captive
company based in Vermont (USA) is used to standardize
deductibles for civil liability, workers compensation and automobile
liability. These retentions range from USD1 million to USD5 million
per claim, depending on the risk. An actuary validates the
provisions recorded by the captive company each year.

The cost of self-insured claims is not material at the Group level.

Cost of insurance programs

The cost (including tax) of the Group’s main insurance plans,
excluding premium paid to captives, totaled around EUR25 million
in 2014,
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2 SUSTAINABLE DEVELOPMENT

SUSTAINABLE DEVELOPMENT AT THE HEART OF OUR STRATEGY

> 1. Sustainable development
at the heart of our strategy

Social and environmental commitments, governance, reducing
CO, emissions, launching solutions that respect the planet, social
changes, local and regional positioning, corporate citizenship,
ethics, business and poverty —the challenges of sustainable
development have never been as significant to Schneider Electric’s
customers and stakeholders as they are today.

The Group is committed to meeting energy challenges while acting
civically and responsibly at all its locations, with measured progress
plans, based on international standards for corporate social
responsibility, whose results are audited and shared openly
internally and externally.

Since the Sustainable Development Department was founded
more than 10 years ago, the Group’s commitment to sustainable
development has evolved in line with the Group’s continuing
innovation. The Group’s sustainable development policy initially
focused on internal issues, teamed with initiatives for the
professional integration of French youth; now it also includes
solutions that help meet today’s main energy challenges (energy
efficiency and access to energy) as well as global social
responsibility.

Schneider Electric’s commitment to offering sustainable and
responsible solutions for its customers aims to:

® bring products and solutions to the market that waste less
energy and promote environmentally sound production and
consumption;

® provide energy to the 1.3 billion” people who have no access to
electricity and provide sustainable economic development.

(1) Source: International Energy Agency — World Energy Outlook 2013.
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Schneider Electric’s corporate commitment means dynamic social
responsibility, based on the Group’s employees:

® principles governing ethics and responsibility;
® sites and products that respect the environment;
e employee development;

® policies that support and develop the communities in which
Schneider Electric operates.

Schneider Electric uses its global Human Resources policies (see
pages 76-90), external commitments (see page 53), ethical code of
conduct and the associated professional alert program (see
pages 62-65) to strive for the respect of Human Rights in every
aspect: non-discrimination, abolition of forced labor, prohibition of
child labor, freedom of association and the right to collective
bargaining, health and safety, training, remuneration, social
coverage, etc.

Schneider Electric extends this commitment to civil society through
its community support and development program (see
pages 91-100): the right to decent living standards (access to
energy program and Foundation emergency relief programs), the
right to education and training (training program for underprivileged
people and integration program in France), local economic
development (social investment funds and entrepreneurship
support).

Schneider Electric works to share this vision with its partners (see
pages 61-62), starting with its suppliers by encouraging as many of
them as possible to sign the United Nations Global Compact and
adopt the guidelines of ISO 26000.
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1.1 Prioritizing actions with a materiality matrix

Materiality Analysis

In 2013, Schneider Electric conducted a materiality” analysis by
questioning relevant external stakeholders (e.g. clients, media,
distributors, international organizations, experts, etc.), and top and
senior managers within the Group (Environment, Global Supply
Chain, Finance, Human Resources, Business, etc.). The
participants represented six different nationalities and 37% of the
respondents were women, 63% were men. Participants were
asked to assess the significance of each issue according to a
quantitative scoring scale, and then were interviewed for qualitative
evaluation and feedback about the process. With the help of
consulting firm Utopies, the aim is to ensure that Schneider Electric
reports against the most important economic, social and
environmental issues; identifies current and future opportunities
and risks for the business; and updates its sustainability agenda
with the key stakeholders’ expectations. In particular, the
materiality matrix was one of the sources used to design the
2015-2017 Planet & Society Barometer and confirm the topics to
be addressed in the 2014 registration document.
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The materiality matrix below displays the results of the analysis.
The most material challenges include energy transition, energy
efficiency in industry and buildings, sustainable cities, smart grids,
sustainable innovation, access to energy, eco-design, sustainable
purchases, employee engagement and attraction, resource
scarcity, and the digital economy.

The Planet & Society Barometer, over the period 2012-2014, using
quantitative indicators and three-year objectives, partly covers the
issues identified as significant by this analysis: energy efficiency,
access to energy, developing countries, eco-design, sustainable
purchases, employee engagement and attraction, raising
awareness of sustainable development, resource scarcity and
climate change. It does not directly address the following subjects:
sustainable innovation, renewable energy, green IT, eco-efficient
manufacturing, the circular economy, human rights, and certain
matters related to the business of Schneider Electric (energy
transition, energy efficiency in industry, in buildings and in the
residential market, sustainable cities, smart mobility, smart grids,
urbanization, the digital economy, energy storage). document de
référenceThese  subjects are, however, addressed in
communications  through other channels (the registration
document, for example).

For further details, please visit the Schneider Electric website.
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(1) Definition is based on AA 1000 Assurance Standard’s materiality principle as well as the G4 Sustainability Reporting Guidelines.
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1.2 The Planet & Society Barometer, aregular and objective measure

of the Group’s actions

Stakes Progress plans and targets at year-end 2014 2014 2013 2012 201
Overall performance of the Barometer (score out of 10) 9.52 7.51 6.42 3.00
Planet
Carbon 1. 10% CO, savings on transportation 16% A 16.7% 14.8% =
Products &Solutions 2. 75% of our product revenue achieved with Green Premium 79% A 68.7% 65.5% 63%
Energy 3. 10% energy consumption savings 13% A 8% 6.1% -
( N
Profit
Green Growth 4. 7 points growth revenue with « EcoXperts » partners above Group growth revenue 10.48pts 128pt 7.6pts -
Acces.s to Energy 5. 1million households at the Base .of the Pyramid have access.to e.nergy 1,095,806 A 695,685 344,441 _
Suppliers 6. 90% of our recommended suppliers embrace ISO 26000 guidelines 63% A 18.8% 7.8% _
Rating 7. 3 major ethical stock market indices choose Schneider Electric 30 A : ; : 30 3
Workplace 8. 300sites recognized as « Cool sites » 355 A 224 ~ B
\. J
( People )
Safety 9. 30% reduction in the « Medical Incident Rate » (MIR) -61% A -47% -23% -
Engagement 10. 63% result in our « Employee Engagement Index » 61% A 60% 55% -
Diversity 11. 30% women in our talent pool (- 2,500 people) 28% A 28% 27% 23%
Training 12. 1day of training for each employee every year 79% A 67% - -
Access to Energy 13. 30,000 people at the BoP trained in energy management 60,232 A 32,602 10,517 -
Communities 14. 300 missions with the « Schneider Electric Teachers » NGO 460 A 228 66 - )

The 2011 performance serves as a starting value for the Planet & Society barometer of the Connect company program between 2012 and 2014.

A 2014 audited indicators.
Process to select and prioritize commitments

Schneider Electric has used the Planet & Society Barometer as its
sustainable development dashboard since 2005. To have a
significant impact and initiate lasting change, a performance
measure is required. That is why Schneider Electric defines specific
objectives and measures its results each quarter. The action plans
of the barometer are carried out at the Group level.

There are no recognized standards that define an organization’s
sustainable development performance. The Planet & Society
Barometer is Schneider Electric’s response to this matter. It allows
the Group to meet its sustainability challenges and advance on the
three pillars (Planet, Profit and People). The barometer uses a
scoring scale of 10 and provides an overall measure of Group
improvement in sustainable development.

The aim of the Planet & Society Barometer is to:

® mobilize the corporate community around
development objectives;

sustainable

® share the Group’s progress plans with stakeholders.

On a daily basis, the Group seeks to prove that economic,
environmental and social interests are convergent.

For each company program, the Group defines a new
Planet & Society Barometer. The progress plans are elaborated
following an internal exercise to identify sustainability issues based
on external inputs, primarily the assessments and ratings received
along with the materiality matrix, and a consultation with the
departments directly concerned by the progress plans. In 2014,
this also included a company-internal consultation with the
sustainability fellows » (see page 49) and the « sustainability
leaders » appointed by each member of the Executive Committee.
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The Sustainable Development Department presents the draft
version of the Planet & Society Barometer to the Sustainability
Executive Committee for approval before the launch of the
Company program. This Committee includes three members of the
Executive Committee: Strategy, Human Resources and Global
Supply Chain.

Four cases may be included from one barometer to the next:

e the progress plans are maintained in the barometer and their
targets are renewed or increased;

® the progress plans change, new and more innovative or better
adapted indicators that cover the same subject are
implemented; the old indicators continue to be monitored
internally if necessary;

@ the progress plans are removed from the barometer; this is also
the case with indicators that have reached a threshold; they
continue to be monitored internally if necessary;

® progress plans that respond to new issues are implemented.

Operation and monitoring of
the Planet & Society Barometer

The Planet & Society Barometer 2012-2014 is part of the Connect
company program. It comprises 14 key performance indicators
scored out of 10. The average of the scores, with each indicator
weighted equally, provides the overall performance of the
barometer. Departments directly affected by the progress plans
(Human Resources, Environment, Access to Energy, etc.), each
represented by a project leader, implement measures to achieve
the objectives of the plans. This project leader works directly with
local managers in their respective areas.



The quarterly results of the barometer are supervised by the
Sustainability Executive Committee, which makes decisions on any
corrective actions that may be necessary to achieve the objectives.
This Committee meets two to three times a year.

See also the Planet & Society Barometer criteria in variable
compensation page 88.

The table above shows Schneider Electric’'s sustainable
development performance in 2014. When the barometer was
launched on January 1, 2012 the overall score was 3.00/10. At the
end of 2014, the Company exceeded its target of 8/10 and
attained 9.52/10.

Communicating the results of
the Planet & Society Barometer

The Planet & Society Barometer is published through the following
channels:

e the quarterly non-financial press releases and the quarterly
financial and non-financial Group results;

e Schneider Electric website and intranet;

SUSTAINABLE DEVELOPMENT
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e the « Webradios », which informs the sustainability fellows (see
page 49) on sustainability performance and achievements for
the quarter and an update on key sustainability topics.

The non-financial annual results are presented together with the
Group’s financial results by Jean-Pascal Tricoire, in order to
demonstrate the Group's commitment to making sustainable
development part of the Company’s long-term strategy. In
addition, from 2014, the quarterly barometer results are presented
together with the quarterly financial information by Emmanuel
Babeau to institutional investors.

The publication of objectives and quarterly results is a way for
Schneider Electric to engage with its internal and external
stakeholders with regard to the objectives, to publicly disclose its
sustainable development challenges through the choice of
indicators, and to share progress made or difficulties encountered
in a transparent manner.

The Planet & Society Barometer is a tool that enables the Group to
anticipate and effectively manage its sustainability risks by
mobilizing key stakeholders around specific, measured objectives
and reliable results. The barometer’'s indicators are audited
annually by an external auditor (limited assurance).
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1.3 Opendialogue with stakeholders

Focused dialogue with clearly identified stakeholders

The diagram below is an overview of sector stakeholders proposed in France by Gimélec", the French trade association for electrical
equipment, automation and related services.

Customers
Civil Society
Buildings, Industry,
Infrasl';ructureand Non-Governmental
nergy Organizations,
Media, etc.
Contractors,
ol;i:gsrators, Local Residents
G M ,f WIS and Territorial
roup_s ar.wu .acturers, Collectivities
& Professional Distributors
Unions,
Consortiums,
JV, etc. .
Suppliers and Social . .
Partners Subcontractors Gimélec Employees Partners &Bodies, Social
companies L e
Shareholders,
Investors, Banks
and Insurers Authorities and
Global Compact
SRI, Financial & Standa.rdization
Extra-Financial B:‘d';escleCt
Analysts, etc. EIe/IARee s i
. . g Certification Legislators,
Financial European Commission
ILO, OECD, etc. . .
Other Standardization Institutional
Bodies, Teaching and
Research, Independent
Experts, etc.
Technical
Schneider Electric engages in an open and continuous dialogue integrated into the drawing up of the registration document and the
with each of its stakeholders. In particular, the Sustainable Group corporate brochure (strategy and sustainable development
Development Department takes into account the comments, report), new progress plans throughout the Company program as

ratings and evaluations from stakeholders on the Group’s well as during the design of the Planet & Society Barometer every
sustainable development policy and programs. This feedback is three years.

(1) Source: CSR Sector Reporting Guide, 2013.
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The table below presents the major dialogue channels with stakeholders. It is not exhaustive.

Stakeholder Dialogue Department

Customers e Quarterly customer satisfaction surveys Quality, Customer Satisfaction,
e Co-innovation programs R&D, Sales, Eco-design
e Online publication of environmental information on products

Financial e Quarterly conference calls to present financial and non-financial Finance, Board’s Secretary,

information, meetings and plenary meetings

Sustainable Development

e Regular meetings with individual shareholders

e Quarterly newsletters to shareholders

e Response to non-financial rating questionnaires

e Individual meetings with SRI analysts
e Response to SRl analysts’ questions

Partners e Purchaser/supplier meetings
e Supplier’s day
e Supplier qualification process

Purchasing, Environment, R&D,
Activities, Sustainable Development

e Awareness raising about the Global Compact and ISO 26000
e Participation in the commissions and working groups on sustainable

development of professional groups

Social o Half-yearly employee satisfaction surveys
e Social dialogue with employee representation bodies

e Sustainablility Webradios

Human Resources, Sustainable
Development

Technical e Collaborative approach, creation and participation in competitiveness

R&D, Activities, Environment

cluster initiatives, R&D programs, university chairs and professional

associations

e Active participation in international standardization bodies

e PEP Ecopassport Program

Institutional e Adhesion to and promotion of the Global Compact
e Relationships with public authorities, legislators and the European

Sustainable Development,
Purchasing, Influence

Commission, especially in the field of energy efficiency

Civil society e Participation in working groups and local and international
organizations on challenges within our industry

e Community programs
e Partnerships with local NGOs

According to subject and audience,
Foundation and Access to Energy
program

Engaging employees in sustainable
development: the Sustainability Fellows
community

Schneider Electric reckons that all of its employees should be
aware of the major sustainability issues and be ambassadors of its
sustainability commitment. To achieve this goal, a new initiative
was launched in January 2013: The Sustainability Fellows. Relying
on the recently created internal social network « Spice », the
community’s objective is to make all employees aware of what
sustainable development is, what the main challenges linked with
this topic are, inside and outside the Company, and what
Schneider Electric’s commitment in this field is. The ultimate goal
is to make sure that employees can use the sustainability efforts
to make a positive impression in their interactions with various
stakeholders, share their views to improve the company’s policies

and actions, and also be aware of the different ways through
which they can get involved in sustainable development. The
community is moderated by a central team within the corporate
Sustainable Development Department and relayed by local
employees in their entity and/or country. From simple posts of
polls on the Spice platform to ask employees for their input on
company’s policies or achievements, to quarterly Wabradio
broadcasts focusing on sustainable development performance
and related topics, the Sustainability Fellows grew from a few
hundred people in early 2013 to 6,500 at the end of 2014.

The implementation of this community demonstrated that
employees are willing to attend events or give some of their time.
The first measurement also showed that the Employee
Engagement Index is 5 points higher for Sustainability Fellows
than the Company average, and their recommendation score is
10 points higher (2013 data).
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Global and local external commitments to move environmental issues to foster sustainable development in
forward collectively cooperation with various players from society. Schneider Electric

confirms its commitment and participation in discussions on

Schneider Electric works with different local and international challenges related to climate change.
organizations and associations on economic, social and

Theme

Commitment

Sustainable
governance

International: World Business Council for Sustainable Development (WBCSD), United Nations Global Compact,
International Chamber of Commerce (Environmental Commission).

France: member of the board of directors of ORSE (French study center for corporate social responsibility) and of
the Global Compact France Forum. Since 2013, Jean-Pascal Tricoire has been Chairman of the Global Compact
France.

Energy/Energy
efficiency

International: Alliance to Save Energy (Energy Efficiency), Clinton Climate Initiative (Buildings), Green Grid
(Information Technology), The 2°C Challenge Communiqué (Corporate Leaders Network for Climate Action, CLN),
eu.bac (the European association for building automation and controls — energy efficiency in buildings), Caring for
climate (Global Compact).

France: EpE (Entreprises pour I’environnement), National Council of the energy transition, signatory of the Green
Building Plan Charter, Shift project, Promodule, Financing company for the energy transition, member of the
board of directors of Avere (Electric Vehicle Association), IFPEB (Institut francais pour la performance énergétique
du bétiment), Pacte écologique de Nicolas Hulot, Grenelle de I’Environnement.

Smart grids

Research Triangle Cleantech Cluster (Raleigh, North Carolina), Grid Edge Executive Council (Greentech Media),
Fort Collins (Colorado) Cleantech Cluster, Tenerrdis Energy Cluster (France), OpenADR Alliance, Smart Energy
Demand Coalition (SEDC), Peak Load Management Alliance, North American Electric Reliability Council (NERC)
Functional Model Demand Response Advisory Team, NEMA Smart Grid Council, IEEE (T&D and Power and
Electronics Society), Association of Energy Service Professionals (AESP), Association for an Energy Efficient
Economy (AEEE), Pacific Northwest Demand Response Program, Smart grid project group of Capiel (European
Coordinating Committee of Manufacturers of Electrical Switchgear and Controlgear), Infrastructure task force of
Orgalime, Electric Drive Transportation Association (EDTA), Bay Area Climate Collaborative (SF Bay), NEMA
Distribution Automation Section 8DA, Smart grid task force of T&D Europe (European Association of the
Electricity Transmission and Distribution Equipment and Services Industry), European Smart grid task force led by
the European Commission.

Smart cities

International: European Innovation Partnership for Smart Cities and Communities, Urban Infrastructure Initiative
led by the WBCSD.

France: Smart cities task force of AFEP (French Association of Private Sector Companies).

Access
to energy

International: co-signatory of a white paper for the WBCSD (World Business Council for Sustainable
Development) on business solutions for access to energy for all, the first major publication of the Access to
Energy initiative of the WBCSD, Co-pilot of the « Low carbon electrification in remote areas » group, Sustainable
Energy for all (Nations unies), Club ER, Alliance for rural electrification.

France: supporting partner of the Social Business/Enterprise and Poverty Chair at HEC.

Diversity

International: signatory of the Women’s Empowerment Principles (WEP) of the United Nations.

France: Diversity Charter, Agreement for professional gender equality, Professional gender equality Label,
Parenthood Charter, Disability Agreement, Agreement on inter-generational mechanism, Apprenticeship
Agreement, Framework Convention on Jobs for the Future (Emplois d’Avenir), Businesses and Neighborhoods
(Entreprises et Quartiers) Convention.

Social policy

Observatoire Social International.

Education

International: training program in energy management for disadvantaged people, in partnership with local
vocational training centres and/or national or international NGOs.

France: School Paul-Louis Merlin, framework agreements with the Ministry of National Education, Higher
Education and Research, partnerships with the continuing education network of UMM, Ingénieurs Pour I'Ecole
network (IPE), selected by the Ministry of Education for the Digital School project.

Ethics

International: Transparency International, Cercle éthique des affaires (Business ethics club).

Biodiversity

Livelihoods: Carbon offset fund for biodiversity and rural communities.

Philanthropy

For many years, Schneider Electric has actively supported ADMICAL (Association pour le développement du
mecénat industriel et commercial, member of the European network CERES) and IMS-Entreprendre pour la Cité.
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Commitment

Standardization

With more than 100 experts actively participating in international standardization bodies, Schneider Electric is
making, in particular, a decisive contribution to the elaboration of standards that ensure the reliability of electric
installations and equipment and transparency of the work on environmental issues. In particular, it ensures the
presidencies of the French Electrotechnical Committee; it is member of CEl (International Electrotechnical
Commission), participates actively including in the roadmap for smart grids standards, and contributes to CEl
standardization for smart grids, especially in the domain of Power Utility Automation; it is member of Cenelec
(European Committee for Electrotechnical Standardization) where it has the convener’s role for standardizing the
interface between smart buildings and the smart grids; it leads a group in charge of defining the set of standards
and the standardization roadmap, under the umbrella of CEN-CENELEC-ETSI Smart Energy Grid Co-ordination
Group and under the mandate of the European Commission; it is also member of de French Committee for
environmental standardization. It is member of the Council Board, the Conformity Assessment Board and the
|IECEE system of CEl. It chairs several Technical Committees in ISO (International Standardization Organization).
Schneider Electric chairs many French standardization committees hosted by AFNOR (French Standards
Organization). It is particularly strongly involved in the working group on sustainable development and in the work
on the rational use of energy.

Since February 2007, Schneider Electric has represented France on the IEC’s Advisory Committee for
Environmental Aspects (ACEA). The ACEA works to advise and coordinate the CEl’s efforts to tackle
environmental issues. The Group also participates in the Advisory Committee for Energy Efficiency (ACEE) created
in 2013.
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1.4 Integrated and transverse governance of sustainable development

Overall operation

The following diagram illustrates the relationships between the different levels of decision-making on the subjects of sustainable
development within Schneider Electric, and how sustainability is integrated in the processes and bodies that design and execute the Group
strategy.

See also the Planet & Society Barometer criteria in variable compensation page 88.

Board of Directors:
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> Analyze sustainability policies & practices <]
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The Sustainable Development Department

The Sustainable Development Department, created in 2002, has
been part of the Strategy Department since 2008. It has the
following responsibilities:

e defining Schneider Electric’s sustainable development strategy
and roling out action plans at the Group level with the
concerned entities;

® developing and managing Schneider Electric’s innovative
community projects to ensure continuing improvements in the
Group’s performance in this area.

In 2010, the Sustainable Development Department was adapted to
better meet the Company’s present and future challenges as well
as the requirements of its stakeholders. It is organized around four
areas:

e cthics, steering the Responsibility & Ethics Dynamics program
(see pages 62-65);

® social responsibility, specifically with the Schneider Electric
Foundation as well as local economic and social development
programs (see pages 95-100);

® access to energy, with responsibility for the Access to Energy
program (see pages 91-95);

e supporting and developing the Group’s performance, in
particular by steering the Planet & Society Barometer and the
strategy and sustainability report (see pages 46-47).
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Global Supply Chain organization, with
responsibilities including Safety and the Environment

(see page 67).

Human Resources organization
(see page 77).

The board of directors

In 2013, the board of directors decided to extend the powers of
the remuneration committee toissues of corporate social
responsibility. Since 2014 there has been a specific committee for
CSR: the human resources and CSR committee (see p. 141)

The Sustainable Development Executive Committee

Since 2010, the three members of the Executive Committee in
charge of Human Resources, Global Supply Chain and Strategy
have met two to three times per year with the Sustainable
Development Director to monitor and steer the Group’s action
plans in this area.

The Ethics Committees
(see page 64).

1.5 External and internal referentials for a solid framework

External referentials

The United Nations Global Compact

The Global Compact was launched in1999 by UN
Secretary-General  Kofi Annan. It brings companies and
non-governmental organizations together under the aegis of the
United Nations to « unite the power of markets with the authority of
universal ideals ».

Parties signing the Global Compact commit to 10 fundamental
principles in four areas: human rights, labor rights, the environment
and anti-corruption.

By signing the Global Compact in December 2002, Schneider
Electric made a public commitment to these universal values. The
Group has primarily worked to share this commitment with its
partners since 2003 (see page 61 « Relations with sub-contractors
and suppliers »).

In line with the requirements of the Global Compact, Schneider
Electric publishes an annual Communication on Progress (COP).
This publication reports on the Group’s different action plans and
monitoring indicators for the 10 principles of the Global Compact.
Schneider Electric meets the requirements of the Advanced Level
of the Global Compact with this report for COP.

ISO 26000

In 2010, the ISO (International Organization for Standardization)
published its guidelines on organizations’ social responsibility
(ISO standard 26000). I1SO 26000 is a compromise that gets
different players from the public, private and non-profit sectors
from around 100 countries involved, and a vision of how an
organization should view societal responsibility. Schneider
Electric’s actions towards sustainable development are completely

in line with ISO 26000. This standard legitimizes the sustainable
development actions undertaken by the Group since the early
2000s and provides an educational support and framework for its
actions in the field. The Group has worked to promote the
adoption of the principles of ISO 26000 with its suppliers
since 2012 (see page 61 «Relations with sub-contractors and
suppliers »).

The Global Reporting Initiative

The Global Reporting Initiative (GRI) was established in 1997 as a
mission to develop globally applicable directives to report on
economic, environmental and social performances; it was initially
intended for companies and subsequently for any governmental or
non-governmental organization.

Brought about by the Coalition for Environmentally Responsible
Economies (CERES) in association with the United Nations
Environmental Program (UNEP), the GRI integrates the active
participation of companies, NGOs, accounting bodies, business
associations and other stakeholders from across the globe.

Schneider Electric aligns its non-financial reporting with the
GRI and, until 2013, scored a B+ with respect to GRI 3.1. In 2014,
the Group began to align itself with GRI 4. A reference table with
these indicators and the indicators proposed by the
GRl is available on Schneider Electric website.

Internal referentials

The Group has written referentials that promote an ethical
framework and strategic roadmap in which the activities of
Schneider Electric are carried out: the Principles of Responsibility,
which are supplemented by guidelines and related policies.
Consequently, the Group’s desire to dynamically implement its
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commitments gave rise to the Responsibility & Ethics Dynamics
program in 2010 (R&ED program).

Our Principles of Responsibility

As a global corporation, Schneider Electric continuously interacts
with local and international partners. The Group’s borders are
expanding, its environment is constantly changing, and its societal
responsibilities and activities are growing. In this international
context, reprehensible behavior may be seen when the ethics
inspection and prevention processes are fragile. The Group is
responsible for implementing its resources to support employees in
the event of an ethical dilemma.

Our Principles of Responsibility, published for the first time in 2002
and updated in 2009 and again in 2013, is a summary document
inspired by the 10 principles of the Global Compact, the Universal
Declaration of Human Rights and standards issued by the
International Labour Organisation and the Organization for
Economic Cooperation and Development. The document is
available in 30 languages and is distributed to all employees.

By adopting Our Principles of Responsibility in 2002, the Group
has an individual and collective reference point. This document
outlines the Group’s commitments to all of its stakeholders: the
Company’s employees, its business partners (mainly clients and
suppliers), shareholders, the civil society and the planet.

In2009 and in 2013, the Group updated Our Principles of
Responsibility to set out its standards on ethics. This document
incorporates updated Group and employee commitments on the
following:

® the respect of law, the limits established by each employee to
ensure full compliance with the laws of all the countries in which
Schneider Electric is present;

® the code of ethics that all employees must follow in line with the
professional regulations of the Group;

® Group social responsibility — what all employees must do to act
responsibly towards society and the planet.

In 2010, the Responsibility & Ethics Dynamics program put these
ambitions into practice by setting up an organization, procedures
and tools for the Group, so that its employees could:

1.6 Ratings and awards

® provide team members with effective support in their daily
actions and decision-making, primarily through access to the
necessary resources (policies, procedures, tools & best
practices);

® help team members identify the appropriate individuals to guide
them in their eco-citizen approach and in each of the areas
covered by the principles;

e know how to notify the authorities of breaches of ethics, with
respect to current laws and regulations.

See pages 62-65 for more details on Ethics & Responsibility.

Global policies

In order to implement these principles, Schneider Electric has
published a series of global policies. These reference documents
are distributed throughout the Group so that all team members can
embrace Schneider Electric’s eco-citizen approach and apply it in
line with local culture and legislation: Quality Policy, Environmental
Policy, Human Resources Policies (Political Diversity, Health and
Wellness Policy, Travel Policy), Security Policy, Safety Policy, Web
Policy (Social Media Policy, Web Usage Policy), Competition Law
Policy, stock-market code of ethics.

Environment

The first version of Schneider Electric’s environmental policy was
published in 1992, modified in 2004 and confirmed in
October 2007. It aims to improve industrial processes, reinforce
product eco-design and incorporate Group customers’ concemns
for environmental protection by providing them with product and
service solutions. It applies to the Group and is accompanied by
global action plans.

Social

The Group’s Human Resources policies cover the following:
diversity, employee engagement, recruiting, international mobility,
training, human capital development, talent identification, total
remuneration, social benefits and health and safety. These apply to
the Group and are accompanied by global processes.

The evaluations by the leading sustainability ratings agencies and
by a number of ethical fund managers indicate the Company’s
performance in its sector. The evaluations and awards underline
external recognition of the Group’s sustainable development
programs.

In the Ipreo report SRI Leaders Index Fall 2014, Schneider Electric
was listed as joint third for the global company with the most SRl
funds in its capital (148 funds).
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Ethical stock market indices

A key performance indicator was set in the Planet & Society
Barometer for the duration of the 2012-2014 Connect program: to
ensure Schneider Electric’'s presence in the three major SRI
(Socially Responsible Investing) indices — the DJSI World, the DJSI
Europe, and since 2013, the CDP (CPLI index and/or CDLI) to
replace the ASPI, which is no longer published.



At the end of 2014, Schneider Electric is included in the three
ethical stock market indices covered by the barometer, its rating in
the CDP index is improving, and it has the highest rating in its
sector on the DJSI indices for the second year in a row.

Dow Jones Sustainability (DJSI) World and Europe
indices: Industry Leader

Schneider Electric is part of the 2014-2015 edition of DJSI World
and DJSI Europe. Evaluation for this family of indices is provided by
RobecoSAM, an independent asset manager headquartered in
Switzerland.

For the second year in a row, Schneider Electric ranks first of its
sector.

Climate Performance Leadership Index (CPLI):
member of « The Alist »

Schneider Electric remains in the CPLI for the fourth consecutive
year as one of 187 companies chosen for their commitment and
action plans to fight climate change. It is one of ten French
companies to be included.

Climate Disclosure Leadership Index (CDLI): 99/100

With a rating of 99/100, Schneider Electric was one of the
companies of the CDLI this year; these companies were chosen for
their understanding of climate change challenges, and include 24
French companies.

Euronext Vigeo Indices

At the end of 2012, Euronext and Vigeo jointly launched a range of
indices singling out the exchange-listed companies that have the
best corporate social responsibility performances. The composition
of the indices is updated twice per year, in June and December,
based on the opinions of Vigeo conducted approximately every 18
months. As of December 1, 2012 Schneider Electric was selected
in three indices: Euronext Vigeo World 120, Euronext Vigeo Europe
120 and Euronext Vigeo France 20. Schneider Electric was
evaluated again in late 2013. Since December 1, 2014, Schneider
Electric has been part of the Euronext Vigeo Europe 120 Index, the
new Euronext Vigeo Eurozone 120 Index, and the Euronext Vigeo
France 20 Index.

Other indices

In 2014, Schneider Electric was part of the following indices in
particular:

® MSCI Global Sustainability, MSCI Global SRI, MSCI Global
Environment and MSCI Global Climate;

® STOXX Global ESG Leaders, STOXX Global ESG Environmental
Leaders, STOXX Global ESG Social Leaders, STOXX Global
ESG Governance Leaders, EURO STOXX ESG Leaders 50 and
STOXX Europe ESG Leaders 50 by Sustainalytics;
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® STOXX Europe Sustainability, STOXX Europe Sustainability 40,
EURO STOXX Sustainability and EURO STOXX Sustainability 40
by Bank Sarasin;

e FEthibel Sustainability Index (ESI) Excellence Europe and Ethibel
Sustainability Index (ESI) Excellence Global;

e ECPI Global Carbon Equity, ECPI Euro Ethical Equity, ECPI
Global Ethical Equity, ECPI EMU Ethical Equity, ECPI Global
Renewable Energy Equity and two other indices recently
developed by ECPI, ECPI Global ESG Best in Class Equity and
ECPI Global Megatrend.

Awards 2014

Among the recognitions for sustainable development received
in 2014, the Group highlights the following:

e Global 100 most sustainable corporations: Schneider Electric
reached 9" place in January 2015 in the ranking by Corporate
Knights Inc., versus 10" in January 2014 and 13" in
January 2013.

e Ethisphere: Schneider Electric was one of the 100 most ethical
companies following ranking by Ethisphere in March 2014, for
the fourth consecutive year (and in March 2015 for the fifth year).

® Universum rankings - Global top 50 World’s Most Attractive
Employers: in 2014, Schneider Electric was one of 50 global
companies rated most attractive to engineering students.

e World’s Most Admired Companies: Schneider Electric ranked
7™ place in its sector (Electronics) in the list published by Fortune
magazine.

o Newsweek Green Ranking 2014: Schneider Electric was the
10" greenest company in the world, as ranked by Newsweek.

® Responsible supplier relations label: on May6, 2014,
Schneider Electric France obtained this label for a period of
three vyears (subject to satisfying the annual monitoring
assessments).

e National awards: In Mexico, CSR 2014 Prize from the Mexican
Center for Philanthropy (CEMEFI), inclusive company prize from
the Ministry of Labor for two plants, recognized by Forbes
Mexico among the 36 most environmentally friendly companies;
In Brazil Top 3 in its sector in the Exame magazine Sustainable
Development Guide, the most widely read Brazilian business
magazine, among 200 companies in the competition, and the
most responsible supplier award from CEMIG, the second
largest power company in Brazil, among 80 finalists, thanks to
the company’s project that helps SMEs identify emission
reductions in their facilities; Top Employer 2014 and 2015 in
France; in China, China’s most respected enterprises
2013-2014 award (from Economic Observer Chinese
newspaper) in recognition of its CSR, its promotion of China’s
green economy, and its business development with energy
efficiency and innovative technology, Best environmental
technology award for the eighth « Global Responsibility - China
Action » (by China Business News).
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GREEN AND RESPONSIBLE GROWTH DRIVING ECONOMIC PERFORMANCE

> 2. Green andresponsible growth
driving economic performance

This chapter covers two subjects:

e products and solutions for fighting climate change: energy
efficiency, smart grid, sustainable cities, retrofit offers for
end-of-life products, etc.;

2.1 Overview

® business ethics: Group’s Principles of Responsibility,
anti-corruption, relations with suppliers and subcontractors.

Context and aims

Climate change is one of the main challenges of the 21 century.
Schneider Electric works for sectors that account for the majority
of global energy consumption. Energy consumption is not always
optimized, which makes it one of the largest sources of CO,
emissions.

As a global specialist in energy management, Schneider Electric’s
products and solutions help reduce energy consumption and CO,
emissions. The Group is therefore developing energy efficiency
offerings to reduce energy bills by up to 30% for every type of
building. The Group’s offerings also target other areas related to
smart grids and sustainable cities.

Moreover, the Group’s products and solutions are sold worldwide,
either directly to end customers or through partner networks,
therefore without any control over their final destination and
end-of-life processing. To limit the impact of its end-of-life
products, Schneider Electric has established a system to recover
equipment containing SFg, a powerful greenhouse gas.

The Group works in more than 100 countries, with heterogeneous
practices, standards and values. Schneider Electric is also
committed to acting responsibly towards all of its stakeholders.
Therefore, the Company has defined its Principles of Responsibility
that apply to the entire Group and are based on dedicated
organization and processes. In addition, Schneider Electric is
committed to sharing its vision of sustainable development with the
greatest possible number of its suppliers.

For this section, three key performance indicators were set in the Planet & Society Barometer for the duration of the Connect program

(2012-2014):

Objectives for Year-End-2014 2014 2013 2012 2011
1. 47 points of growth revenue with EcoXperts above Group growth revenue 10.48 pts 1.28 pt 7.6 pts -
2.90% of our recommended suppliers embrace ISO 26000 guidelines 63% A 18,8% 7.8% -
3. Three major ethical stock market indices choose Schneider Electric 3 A 3 3 3

The 2011 performance serves as a starting value for the Planet & Society Barometer of the Connect program between 2012 and 20174.

A 20174 audited indicators.

Please refer to pages 101 to 104for the methodological presentation of indicators and the following pages for the analysis of the results
(pages 58 for indicator 1, 61-62 for indicator 2 and 54-55 for indlicator 3).
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Revenue breakdown

Every year for the last nine years, Schneider Electric has published a diagram showing its revenue distribution for its various stakeholders.
This exercise allows the importance of each stakeholder to be highlighted from the point of view of financial flows and shows their share in

this flow.
Purchases Net Interest
& Other Dividends Expenses to Banks
; €15,187 €1,095 €312
1 million million million
I 2014 T T T
1 Total Revenue
: €24,939 ¢ ¢ ¢
" million
Employees Income Non-governmental
: & Wages Taxes Organizations &
. €6,346 €551 Donations
I million million €10 million
I i
oo e o e e e Ee Ee Ee e e e e o oaw omm O
| -
| Investment Capabilities
Vv
R&D Investments & Net Financial Net External Financing® Operating Cash Flow after
€212 (== Development Investments Including Share Capital Variation Dividend Payment
million €829 €1,751 €1,782 €1,438
million® million® million million

e Revenue distribution to our stakeholders

e |nvVestments

J

Cash Variation

€2,924
million

* Borrowings, share issues and sale of treasury stock.
(M Including €355 million in R&D.
(2) Including €121 million for long term pension assets.
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2.2 Smart energy management products and solutions to help fight climate

change

Our planet is facing an unprecedented energy challenge.

Assuming that all recently-introduced energy efficiency policies are
implemented with full success, global primary energy demand is
still expected to increase 35% by 2035. This would dramatically
impact energy costs and energy security, competition for
resources, access to energy for the poorest populations, economic
growth —and of course climate change. The increase in
energy-related greenhouse gas emissions would be 23%
—whereas it would have to decrease by 27% for the world to
achieve its environmental targets. The energy mix needs to
change, with the share of renewable energies increasing from 13%
to 18% of the total.

Helping resolve this challenge lies at the heart of Schneider
Electric’s business strategy.

Our customers — companies, citizens, governments — all want to
reduce their costs and environmental impact while constantly
improving the reliability, safety and performance of their homes,
buildings, sites and equipment.

In order to insure that energy efficiency targets are achieved, and
the energy mix moves to more renewables, Schneider Electric
provides an innovative and competitive portfolio of products,
systems, services and software to help its customers.

Energy efficiency

Context

Energy efficiency means using
performance or service.

less energy for equivalent

This reduces energy consumption and carbon emissions and
saves money while contributing to energy security and creating
jobs.

According to the International Energy Agency’s global projections
(World Energy Outlook 2012), recently introduced energy
efficiency-related policies could account for close to 70% of the
reduction in energy consumption required for the world to meet its
environmental targets in 2035.

Schneider Electric is one of the first companies to have taken a
strong position in support of energy efficiency by developing
efficient and competitive offerings for all its large end-markets.

Offerings

Schneider Electric promotes « active » energy efficiency, which
consists of optimizing the entire energy cycle through active energy
control products, systems, services and software.

These are mostly used to optimize the energy efficiency of utilities
and industrial processes and to improve energy performance and
comfort in industrial facilities, commercial buildings and homes
—which together represent more than 60% of total energy
demand. Since active energy controls can help reduce energy
usage by up to 30%, the impact on a country’s energy mix and
energy bill is too significant to be ignored.
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Schneider Electric offers a range of products, systems, services
and software such as:

® products: dimmer switches, timers, heating and air conditioning
control, variable speed drives, etc.;

e systems: building management systems, lighting control,
process supervision, renewable generation, microgrids;

® services: energy audits, power system studies, optimization of
energy purchases, participation in demand reduction programs,
etc. up to and including outsourced operation of electrical
systems;

e software: data analysis, remote monitoring, integrated
management of energy flows over several sites, and the
operational software and communications needed for utilities
and large users to operate electrical grids, etc.

These solutions meet the standards and regulations in force in
each country where they are sold.

In particular, Schneider Electric has expanded its energy services
portfolio through strong organic and external growth.

The Group’s large customers want to manage their energy better
and therefore must better understand their energy flows. This
involves energy efficiency audits, metering, monitoring and analysis
services.

Then they intend to optimize these flows by using the best
purchasing policies, by participating in demand reduction
programs, implementing energy performance contracts, and by
obtaining certifications (e.g., the ISO 50001 international standard).
These are energy management services.

Finally, this energy management allows customers to reduce the
environmental impact of their activities and to improve their carbon
audit. This involves evaluation and carbon footprint management
services, which are closely linked to energy management services.

The Group’s integrated energy management solution is also
experiencing strong growth.

This involves achieving a consolidated view of energy flows over
various activity zones of a single site, several sites, or the whole of
a company. Understanding the flows means they can be
monitored and then optimized, thus improving the long-term
energy performance of the site or company.

Schneider Electric has developed an integrated offering called
EcoStruxure, combining products, systems, services and software
within a single energy management architecture.

Schneider Electric has competitive offerings for energy efficiency,
as well as for energy flow management of utility grids and industrial
processes, security systems, data centers, and of course,
buildings. EcoStruxure combines these various offerings to provide
the customer with a single vision — complete supervision of their
sites or their company - through its innovative software offer,
StruxureWare. Launched in 2012, StruxureWare is a powerful array
of software applications and suites that deliver energy
management and process efficiency solutions, from the « shop »
floor to the « top » floor. The software architecture provides tools at
three layers to maximize customer efficiency: enterprise, operations
and control. Whether our customer is a senior executive seeking
command of her company’s carbon footprint or a grid operator
working to ensure reliability, with StruxureWare, Schneider Electric
provides market leading software solutions.
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Customers are now able to more effectively connect their
sustainable development goals to tangible actions, through
streamlined software tools and interfaces. Customers have
strongly validated the company’s approach, and one recent
independent analyst report identified StruxureWare software as a
leader, with the strongest momentum among all competitors.

The Smart Grid

Context

The smart grid combines electricity and IT infrastructure to
integrate and inter-connect all users (producers, operators,
marketers, consumers, etc.) in order to continue to efficiently
balance supply and demand over an increasingly complex
network.

Today’s grid is undergoing rapid change: the Fukushima tragedy
and concern over climate change have led many countries to
rethink their energy strategy and evolve their energy mix.
Renewable energy sources are enjoying rapid growth, although
they remain a small share of total energy produced. Microgrids,
electric vehicles and energy storage continue their rollout on end
user grids.

This situation makes the smart grid more essential than ever, and
is driving development of specific applications in every region.

Offerings

Schneider Electric supports and connects the key domains of a
smart grid: on the supply side, flexible distribution and smart
generation, which covers bulk and distributed generation,
operation of the distribution grid, and renewable energy integration;
on the demand side, efficient homes and efficient enterprise, which
covers residences, buildings, industrial facilities and datacenters,
as well as electric vehicles charging infrastructure; and finally,
balancing supply and demand, through demand-response.

Schneider Electric offers products and solutions in all these
domains:

e flexible distribution: ADMS (Advanced Distribution Management
System) ranked #1 in the industry by independent analysts,
control and automation of sub-stations (between high and
medium voltage and medium and low voltage networks),
SCADA (Supervisory Control And Data Acquisition), protection
and metering systems, outage management devices.

® smart generation: installation and equipping of solar power, wind
or hydroelectric plants, automation and control systems,
SCADA, engineering and maintenance, and process control.

According to the International Energy Agency’s World Energy
Outlook 2013, renewable energies could grow from 13% of total
energy production in 2011 to 18% in 2035 - representing an
83% increase.

Schneider Electric serves and connects power plants and large
buildings to the electricity grid, provides equipment to turbine
manufacturers and supplies the residential end-market through
its network of partners and distributors;

e efficient homes and enterprise: energy efficiency products and
solutions, complex solutions for integrated energy management,
operational and financial project management.

Schneider Electric also offers safe recharging infrastructures for
electric vehicles, as well as efficient energy management
systems and high added value accompanying services.

The recharging infrastructure must be completely safe, for the
user as well as for the vehicle, the building and the electricity
grid. Our range of solutions covers residential or co-owned
garages, public and private car parks or roadside parking as well
as rapid recharging infrastructures.

However, for an electric vehicle to be « green », the electricity
used for charging must also be green. Priority for charging must
therefore be given to the periods in which energy sources with
low CO, emissions are available. Peak periods must also be
avoided as the electricity grid is already experiencing very high
demand for all other uses. This is why Schneider Electric is
developing energy management solutions adapted to grid
cycles.

Finally, the variety of charging environments, whether public or
private, individual or collective, requires information and invoicing
systems to be put in place for businesses and car service
providers;

® demand-response: consultancy and implementation of software

and hardware platforms to share data and for load shedding
aimed at energy operators.
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Sustainable Cities

Context

Cities are where the world’s sustainable development battle will be
won —or lost. Cities need to ensure resource efficiency over the
long-term as well as social inclusiveness, while providing more
efficient urban services to their constituents.

As cities improve the efficiency of their underlying urban systems
(electrical distribution, gas distribution, water distribution, public
and private transportation, buildings and homes, waste
management), they increase the performance of the public services
they provide, thus improving their livability and attractiveness to
residents, commuters and visitors alike.

Offerings

Our hands-on, bottom-up approach to urban efficiency combines
solutions to all key systems of a city, integration capabilities,
innovative financing mechanisms such as performance contracting
as well as a strong collaborative mindset, with both global players
with complementary capabilities and local players with deep
knowledge of each city’s specifications.

Our technology offering comprises products, systems, services
and software, backed by strong process expertise, to improve the
efficiency of the operation and information architectures, with all of
these systems highly integrated to share important data and add
value in total:

® solutions for smart energy: smart grid automation, flexible
distribution, metering management systems, integration of
renewable energy sources, real-time software suites;

® solutions for smart mobility: electric vehicles charging
infrastructure and supervision services, traffic management
systems, tolling and congestion charging systems, multi-modal
transportation management system;

® solutions for smart water: distribution management system, leak
detection, power, control and security systems integration,
stormwater management, urban flooding management;

® solutions for smart buildings: energy efficiency and security
solutions and services for high-performance buildings, home
energy management systems;

® solutions for smart public services: public safety through video
surveillance and emergency management system, digital city
services platforms, street lighting management system;

® solutions for smart integration: EcoStruxure integrated
architecture for power, security, IT, building and process
management systems, integrated mobility management
platform, security systems and management, intelligent weather
forecasting, energy and environment management information
system.
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Recovery service for equipment containing SF;

Since 2009, Schneider Electric has been looking to create SFs gas
recovery processes for end-of-life products in the world. SFg is a
gas used as an insulator and/or breaker in medium voltage
devices. SFs is an extremely powerful greenhouse gas and
therefore requires special treatment to prevent atmospheric
emissions. Schneider Electric has significantly reduced its SFg
emissions during the manufacturing of new products over the last
years.

However, since the beginning of the 2000s, the first devices
containing SFg gas sold by Schneider Electric are starting to reach
their end-of-life. The objective is to develop commercial offers that
allow customers to dispose of their end-of-life, SFe containing
devices, in order to completely extract the gas and recycle it.

Schneider Electric has structured and reinforced its commercial
offers around the «EolL » program through partnerships with
hazardous waste licensed carriers and recycling companies.

At the end of 2014, 15 countries had implemented a recovery
process with a local service manager, a recovery solution
(Schneider Electric or partner), and appropriate customer tariffs:
Australia and France (since 2009), Sweden (since 2010), Germany,
Austria, Belgium, Spain and the United Kingdom (since 2011),
Switzerland and New Zealand (since 2012), lIreland, the
Netherlands and Mexico (2013), Singapore and Costa Rica (2014).
The 2014 objective was achieved; in 2015, an objective of two
additional countries has been set. In addition, in the Planet &
Society Barometer, the objective of recovering 120,000 tons of
CO, for 2015-2017 has been set.

Norway implemented a public recovery process in 2001. SFg
recycling is a legal enforced obligation in this country and
Schneider Electric’s customers’ work with the public organizations
in charge of electrical and electronic waste recycling. This country
is not included in the indicator of the number of countries.

EoL is a service offer that can meet the need for timely recycling of
old appliances (standalone mode) or be grouped with an offer to
upgrade ECOFITTM-type installations (replacing old appliances
with new, higher performance appliances).

The SF; release to the atmosphere has been taken very seriously
by Schneider Electric for years now, from new offer design and
manufacturing to the EoL of obsolete products.
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2.3 Relations with subcontractors and suppliers

Approach

As a Global Compact signatory, Schneider Electric has been
involved in an ambitious approach to include sustainable
development challenges in the supplier selection and working
processes. This approach is all the more important as Schneider
Electric’s purchases volume represents close to EUR12 billion.

Schneider Electric has published a charter for its suppliers, called
the Supplier Guide Book, which includes a large section on
expectations with regards to sustainable development in the
following four areas: health and safety, human rights, ethics and
the environment.

Since 2004, the Group has been encouraging its suppliers to
commit to a sustainable development process. A key performance
indicator was defined in the Planet & Society Barometer for the
duration of the 2009-2011 One program: at the end of 2011, more
than 50% of Schneider Electric purchases were from suppliers
who had signed the 10 principles of the Global Compact or the
EICC (Electronic Industry Citizenship Coalition). With the Connect
program, Schneider Electric wanted to place itself in a continuous
improvement process as well as follow-up with its suppliers by
encouraging them to make progress according to the ISO 26000
guidelines.

This approach is strengthened by the General Purchasing Terms
and Conditions to which all suppliers must conform: each supplier
undertakes to adhere to and to apply the principles and guidelines
of the ISO 26000 international standard, the rules defined in the
ISO 14001 standard, and is informed that energy performance of
its supply has been considered as part of the selection criteria.
Suppliers also commit to respect all national legislation and
regulations, the REACH regulation and the RoHS directives, and,
more generally, the laws and regulations relating to prohibition or
restriction of use of certain products or substances. Lastly,
suppliers are expected to report the presence and country of origin
of any and all conflict minerals in the supplies in accordance with
the requirements of the US Dodd-Frank Act of 2010 known as the
« Conflict Minerals » law. In this context, Schneider Electric has a
« conflict-free » objective.

Action plans

Integration of the sustainable purchases approachin
the selection of new suppliers

Schneider Electric uses a qualification process called Schneider
Supplier Quality Management to select new suppliers. It is based
on an evaluation questionnaire combined with on-site audits by
Schneider Electric quality specialists.

It includes a specific section on the environment and sustainable
development and aims to assess supplier suitability with regard to
the Group’s expectations in three areas:

® social responsibility: ISO 26000 guidelines and, in particular, the
Conflict Minerals regulation;

® environment: ISO 14001, ISO 14062 on eco-design, REACH
and RoHS;

e safety: health, safety standards, accidents and severity rate.

Sustainable development criteria account for nearly 15% of
supplier evaluation. In addition, all these criteria have a minimum
level, below which a supplier will not be retained to work with
Schneider Electric. Schneider Electric carried out 349 audits of this
type in 2014. This year, the supplier qualification process has been
revised to strengthen the environmental criteria involving REACH
and RoHS regulations and directives. The Group has also
designed and made available an e-learning module to the entities.
This module addresses expectations in these areas and discusses
the documents and evidence to be obtained from audited
suppliers.

This qualification process applies to all new suppliers and to
existing suppliers in certain cases. All assessed suppliers have an
action plan, registered in our central database. These are tracked
by our supplier leaders with the suppliers on a monthly or
pluri-annual basis depending on the severity of the action plan.

Promotion of a continuous improvement process
based on the ISO 26000 standard

A statement on the importance of sustainable development is
made to each major supplier of Schneider Electric by its Group
purchasing pilot after the latter has been trained in the approach.
For these suppliers, in 2012 Schneider Electric began an initiative
that is based on an evaluation carried out by a third party.

The sustainable development goals have become one of the
seven pillars used to measure supplier performance since 2011;
this has the particular advantage of allowing the highest-performing
suppliers to become « recommended », or for the best suppliers,
« preferred » by the Group. The performance resulting from the
third party evaluation is one of the key points of the sustainable
development pillar. In 2012-2014, the Group aimed to engage
90% of its recommended suppliers in a process of continuous
improvement on this pillar. Recommended suppliers represent
48% of Schneider Electric’s purchases volume. At the
end of 2014, 63% of the recommended suppliers had passed the
third-party evaluation process. This indicator of the Planet &
Society Barometer is integrated into the performance incentive of
the Purchasing employees receiving a bonus. For the period
2015-2017, the target has been extended to 100%.

This assessment process requires that the suppliers put in place a
corrective action plan. The elements of the assessment are now an
integral part of the business reviews scheduled between buyers
and suppliers, on a quarterly to yearly basis, depending on the
suppliers. This monitoring supposes an improvement from the
supplier.

In 2014, the assessment process detected 32 suppliers with low
performance on the sustainable development axis and, for all of
them, action plans were engaged. Half of these action plans were
closed before the year end, five suppliers were demoted and all
others are closely monitored. Note that three suppliers who had
poor performance mid-year quickly established corrective action
for the critical issues identified by the assessment and were then
asked to be reassessed. This reassessment confirmed that the
improvements had been implemented. This work with the suppliers
has been accompanied by increased awareness among buyers.
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In addition to the external assessments, we have defined
« off-limit » situations which are:

® environmental pollution;
® employee safety risks;
e child labor.

These situations have been identified as material issues in our
supply chain and unacceptable for a Schneider Electric supplier.
Each buyer is expected to be alert to detect any problem areas
related to sustainable development themes when visiting a
supplier’s site. Off-limit cases must be addressed immediately or
escalated using the specific defined process.

To support this approach, training was made available to
purchasing teams: basic training on the ISO 26000 standard for all
purchasers is now part of the standard purchaser curriculum; and
more advanced training on how to challenge our recommended
suppliers during the business reviews (whether assessed by a third
party or not).

For off-limit situations, Schneider Electric favored a practical
training approach, based on case studies, to ensure that
purchasers have a clear understanding of situations that are
unacceptable per the Group’s standards. This also includes how to
react if such a situation is encountered.

Rollout of eco-responsible initiatives

Schneider Electric is rolling out several eco-responsible initiatives
with its suppliers.

For example, Schneider Electric has chosen to go further than the
European REACH and RoHS regulations. The approach is
therefore rolled out in the Group over the whole product portfolio
and all suppliers, regardless of their geographic origin. To support
the REACH and RoHS projects, Schneider Electric has
implemented a Data Collection process supported by a dedicated
team to gather required information from its suppliers. This has
allowed it to significantly reduce its response time to collect such
information and therefore be quicker to respond to its customers’
inquiries.

2.4 Ethics and Responsibility

Schneider Electric has also made available for all its customers and
stakeholders, its position regarding conflict minerals. It can be
found on its website.

Furthermore, Schneider Electric launched an update in 2013 to the
carbon impact analysis of company purchases (as part of the
Group’s carbon footprint). Schneider Electric has used this
approach to raise awareness on the importance of this subject
among purchasers and certain suppliers in the most relevant
purchasing sectors.

Another example is Schneider Electric’s commitment to support
the small and medium enterprises network. This support is given
through an approach to work adapted with certain suppliers. In
France, Schneider Electric is a major player of the International
SME Pact and recently ranked 2nd for best supplier-customer
relationship in France. Among the selection criteria used were the
respect of contractual clauses and payment terms and the overall
quality of the dialogue between parties.

On May 6, 2014, Schneider Electric France obtained the
« Responsible Supplier Relations » label for a period of three years
(subject to satisfying the annual monitoring assessments).

Finally, by the very nature of its activity, the Group continually
encourages its ecosystem (including customers and suppliers) to
implement energy efficient solutions.

Global Supplier Day 2014

A global Supplier Day was organized in Shanghai
in September 2014 for « preferred » Group suppliers. This Day
emphasized the importance that Schneider Electric places on
aspects linked to sustainable development. During this event,
Schneider Electric once again rewarded the highest-performing
suppliers, particularly in the environmental and social responsibility
category, for which a trophy was awarded. This year, a workshop
was specifically dedicated to environmental aspects. During this
workshop, Schneider Electric shared its vision and expectations on
environmental issues. This event was a source of rich exchanges
and demonstrated the importance that our suppliers attach to
sustainable development.

As a global company, Schneider Electric believes that its
responsibility goes beyond compliance with local and international
regulations and is committed to conducting its business ethically,
sustainably and responsibly.

The Company is constantly interacting with all the stakeholders
throughout the world: its borders are expanding, its environment is
changing ever faster, its activities are becoming globalized and its
social responsibilities are growing.

The challenge is to gain and maintain the highest confidence of its
customers and —in a wider sense - its stakeholders. To support
each employee in this approach, the Group emphasizes the
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importance of placing responsibility at the heart of its corporate
governance.

The Group currently has around 170,000 employees worldwide.
Following the Group’s various acquisitions, it has been able to
integrate this exceptional professional and cultural diversity. Driven
by Group values, the Responsibility & Ethics Dynamics program
forms the basis of common references and processes. Schneider
Electric’s mission therefore takes its meaning from engaging with
individuals and organizations in order to help them get the most
from their energy from the perspective of sustainable and
responsible development.
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A common frame of reference: Our Principles
of Responsibility

Our Principles of Responsibility is a 15-page document, published
for the first time in 2002 and updated in 2009 and again in 2013,
synthesizing the Group’s common commitments to its employees,
partners, shareholders, the planet and society. Our Principles of
Responsibility do not claim to cover all ethical dilemmas, but rather
serve as a general guideline to be adopted. They are
complemented by global and local policies to provide a precise
response to the legal specific and local practices, as well as sector
policies (purchasing, quality, environment, etc.).

Our Principles of Responsibility were prepared in compliance with
the 10 principles of the Global Compact of the United Nations, the
Universal Declaration of Human Rights and standards issued by
the International Labor Organization and the Organization for
Economic Cooperation and Development. As a result, they
address the issues related to respect for human rights, working
conditions, protection of the environment and the anti-corruption
principles.

Today, QOur Principles of Responsibility have been translated into
30 languages and sent to all Group employees. They are also
accessible on the Group’s official website and intranet. In addition,
a clause was added to employment contracts of new employees
to ensure that they are aware of this document from the time they
join Schneider Electric. In addition, from 2015, all managers must
sign a formal commitment to respect and promote Our Principles
of Responsibility. Finally, this deployment is completed by a
mandatory online training module and education and awareness
days are organized regularly. A policy on the role of agents and
intermediaries is scheduled to be implemented from early 2015.

Adapted processes

The Responsibility & Ethics Dynamics program provides each
employee with a method for asking the right questions and seeking
out the right people according to two approaches:

® a detailed questioning process to take the right steps in delicate
situations where necessary. This may be broken down into three
stages:

1. consulting the program’s intranet site,

2. contacting a manager and/or a member of the concerned
department (Legal, Financial, Human Resources (HR),
Environment, etc.),

3. contacting the entity’s Principles of Responsibility advisor;
® an alert process to guide employees towards the right bodies:
1. contacting a manager, or

2. using existing in-house outlets (legal, financial, HR,
environment, etc.), or

3. contacting the Group Fraud Committee via the professional
alert system (accessible via Internet or multilingual telephone
line).

Four tools accessible to employees
for educational and prevention purposes

® An intranet site accessible to all employees from the global
intranet home page, providing all information on the program
(process, teams, key contacts) and Our Principles of
Responsibility document accompanied by the comprehensive
policies that are related to it, as well as news on the program.

® Frequently Asked Questions — FAQs. This tool was introduced
following a collection of reports written by the managers after
the program and Our Principles of Responsibility were presented
to their teams.

® An online training module. The aim is that, at the end of the
session, the employee will be familiar with Our Principles of
Responsibility and capable of using them in his or her job. At the
end of 2014, more than 65,000 employees participated in the
module. Once again, this training is ranked number one for
online training.

® Educational kits for managers. This new tool, developed in
2014, presents ethical dilemmas collected from employees
whose professional experiences have added depth and realism
to the scenarios. Managers are encouraged to use these case
studies to facilitate discussions about ethics with their teams at
least once per quarter; the goal is to create a space for open
and free discussions to address complex issues and to ensure
that no employee has to face issues of this type on his/her own.

These kits address two themes in particular:

— the infringement of Human Rights, particularly child labor,
hygiene and safety conditions and discrimination issues,

— anti-corruption and financial fraud, especially conflicts of
interest, the role of intermediaries, and accounting
manipulation.

These kits are now being rolled out, particularly in the functions
that are most exposed to these ethical issues. At the end of 2014,
24 kits were available to managers, in particular for departments
with the greatest exposure to ethical risks.

A professional alert system: the R&ED Line

When an employee is a victim or witness of an event that touches
on ethical issues, a professional alert system has been available
since 2012 to report information on such events. This system
ensures the confidentiality of the exchanges and protects the
anonymity of the whistleblower (unless there is legislation to the
contrary).

In compliance with local legislation, this system is provided by an
independent company and proposes alert categories, a
questionnaire, and information exchange protocol between the
person issuing the alert and the person responsible for
investigating it. Each alert is reviewed by the Group’s Fraud
Committee, which appoints a two-person team to take charge of
the investigation, consisting of a Compliance Officer and an
investigator from the Schneider Electric Bureau of Investigation
(see « Dedicated teams and organization »). Based on the findings
of the investigation, management take appropriate measures to
punish or exonerate the party or parties involved. Each year a
detailed report with statistics (number and type of alerts by region)
is presented to the Audit committee and the Group Executive
Committee, which reviews and approves the preventive and
corrective actions to be taken.
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Unless there are legal provisions to the contrary, the system can
be used to send alerts in the following areas in every country in
which the Group operates: discrimination, harassment, safety,
environmental harm, unfair competition, corruption, conflicts of
interest, accounting manipulation, document forgery, insider
trading, theft, fraud and embezzlement.

113 ethical alerts have been escalated in the R&ED line system in
2014: 3/4 of them were related to potential financial frauds/conflict
of interest; the remaining 1/4 were related to allegations of
discrimination/harassment/unfair treatment of employees.

Dedicated teams and organization

The program requires implementation of an organization including
the following:

® an annual Ethics & Responsibility Committee responsible for
setting program priorities and the Company’s ethical vision;

Executive Level

Once ayear

Corporate Level

Define, explain and communicate the rules

Zone Level

Awareness Enablers

Measuring rollout and effectiveness

The Responsibility & Ethics Dynamics program is the subject of
regular internal communication. The objective is to inform all the
employees and remind the management teams of the priority
actions that they must drive forward, depending on the risks to
which they are exposed in their countries of operation.

In addition and since the program was launched in 2010, it has
been the subject of an assessment conducted by Internal Audit.
The results of this assessment are then analyzed by the program
support teams to assist entities in need of guidance and to gather
best practices from those with the highest scores. This
assessment was recently updated and will be applied starting from
the 2015 campaign. It will now serve as an Ethics indicator in the
Planet & Society Barometer 2015-2017: « All our entities pass our
internal Ethics & Responsibility assessment ».
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Responsibility & Ethics Committee

® a network of Principles of Responsibility Advisors that brings
together about thirty employees worldwide whose mission is to
advise employees facing ethical dilemmas. More generally, they
are in charge of the deployment of the program’s prevention
efforts;

@ a Fraud Committee, whose mission is to collect and investigate
alerts received via the R&ED Line;

@ a network of Compliance Officers attached to the Group’s Legal
Department whose mission is to detect and manage cases of
non-compliance with the defined processes, in accordance with
local laws and regulations and Our Principles of Responsibility.

Stakeholders and committees exercise their authority within
activities of influence and control.

In particular, the Ethics & Responsibility Committee must ensure
coherence with the Group’s strategic goals. It provides Executive
Committee members with information on trends that, for example,
integrate the Company strategic program.

Executive Committee Board

Upon Request
(atleast once a month)

Detect and manage non compliance

>

Investigation Enablers

The 2014 results show that 80% of the entities have reached a
level of deployment from satisfactory to very good. This score is up
from the 2013 results (73%).

Personal data protection

Schneider Electric has chosen to implement a code of conduct for
the protection of personal data (Binding Corporate Rules), a legal
framework proposed to international companies by the personal
data protection authorities in the European Union.

To facilitate their application and be effective, these rules must be
visible and understandable by all entities. As a result, a data
protection policy, training sessions, an e-learning module and fact
sheets are available on a dedicated collaborative space.

In addition, for the third year, Schneider Electric’s headquarters at
Rueil Malmaison celebrated Personal Data Protection Day on
January 28, 2014 by organizing activities to increase employee
awareness of this issue.
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Schneider Electric believes that the global implementation of a
digital strategy must reconcile economic objectives and respect for
fundamental human rights, including the right to protection of
personal data and privacy. A Data Privacy & Digital Committee,
composed of Department Directors (Purchasing, IT, Security,
Human Resources, Marketing, Legal, Audit, etc.) and Business
Directors, was established to provide global governance of
personal data and to ensure that this fundamental right is
respected in all digital projects.

Policies in areas of high political risk

As a global and responsible company, Schneider Electric has strict
policies and practices in areas identified as high-risk and its
operations, in these areas, have been significantly reduced or
eliminated. The Group strictly respects all applicable embargos and
regulations. It prohibits « Dual Use Goods » — products which
potentially could be used for sensitive applications such as the
military. It screens the parties it engages with against applicable
denied parties lists to ensure it does not support or fund activities
unintentionally. It restricts its business to activities that help the
countries improve their electrical distribution infrastructure.

Award for excellence 2014

The Group is proud to have been included in The Ethisphere
Institute’s World’s Most Ethical Companies 2014 index for the
fourth year in a row (and in 2015 for the fifth year).

Schneider Electric is among 144 international companies
recognized for their ethical commitment and behavior. The
performance measure looks at the existence and consistency of
governance, the reputation and influence of the Company, the
quality of actions promoting citizenship and social responsibility,
and the culture and actions promoting ethics. This recognition is
reassuring for the Group as it implements the
Responsibility & Ethics Dynamics program.

2.5 Anti-corruption

Achievements in 2014 and outlook for 2015

Program rollout continued along various axes:

e continued communication and awareness raising actions, for the
first time with the organization of R&ED Days, two days
dedicated to ethics and responsibility, which took place on
December 9 and 10, 2014 - the International Anti-Corruption
Day and Human Rights Day, respectively. Using the slogan
« | am R&EDy to say yes » as a starting point, five pilot countries
(France, Mexico, South Africa, Russia, China) organized
conferences and workshops around these topics. This event
was a resounding success and met with strong interest from
employees, and will be repeated on a larger scale in 2015;

e the continuation of the training program for new entrants, with a
special mention for employees from Invensys, which is currently
being integrated into the Company, with over 5,000 people
trained;

e continuation of implementing simple measures to enable
employees to understand ethical dilemmas in an operational
context and to help them position themselves above the risk
level to which they may be exposed. For 2015, the goal is to
continue building the educational kits and to ensure their
deployment to the managers and their teams;

e the network of Principles of Responsibility Advisors was
expanded in 2014 and now has about thirty members, allocated
by function and region, which enables employees to have a
minimum of two advisors available. The roles and responsibilities
of these advisors have also been revised and made more
operational in order to ensure that the program is properly
deployed. For 2015, the objective is to teach this narrower
network by organizing quarterly meetings to share best
practices and establish preventive actions.

Focus will be given to two actions in 2015:

e the implementation of the United Nations Guiding Principles on
Business and Human Rights (known as the «Ruggie
Principles »), including improving reasonable efforts undertaken
to identify, prevent and mitigate the impacts of the Group’s
activities on Human Rights.

@ intensifying anti-corruption measures of all kinds in the regions
that are most exposed to this risk.

Approach and action plans

The Responsibility & Ethics Committee, chaired by the Chief
Financial Officer & Deputy Chief Executive Officer, reiterated the
Group’s strong, unambiguous commitment to anti-corruption
measures of all forms as part of its business activities, including a
series of actions to:

1. identify high level employees to monitor the rollout of the
Responsibility & Ethics Dynamics program in all the functions
and regions of the Group;

2. define best practices to prevent illegal actions, strengthen
management’s major role and promote use of the
professional alert system;

3. ensure that all policies comply with Our Principles of
Responsibility;

4. inform employees of new standards and procedures;

5. implement monitoring and audit systems;

6. in the event of a breach of the ethics principles, take the
corrective measures necessary, including imposing penalties
and the consolidation of procedures.

The Group has a significant portion of its business in countries

considered highly vulnerable to corruption by Transparency

International. Consequently, a targeted prevention plan is being

rolled out.
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Accomplishments

In full coordination with the Responsibility & Ethics Dynamics
program, the awareness-raising actions linking the Sustainable
Development, Legal, Security and Internal Audit functions were led
by the entity line managers and with employees of certain
vulnerable functions in 2014.

Various other anti-corruption initiatives have been implemented, at
the national or regional level:

® 57% of Schneider Electric African subsidiaries received
anti-corruption  compliance certificates issued by Ethic
Intelligence, for their activites on the continent: Schneider
Electric Egypt & North East Africa, Morocco, South Africa, and
Conlog; this is a major work of Schneider Electric’s fight against
corruption on the African continent and distinctive by the depth
of its action; the objective is to have 100% of African
subsidiaries certified; this initiative will be expanded to include
other subsidiaries on other continents;

® since 2013, many training courses have been rolled out on
understanding and preventing risks of corruption in Egypt,
Nigeria, South Africa, Algeria, Morocco and France: an overview

of the legal context, presentation of legal cases related to
corruption, exchange of best practices;

® training materials and specific awareness-raising materials have
been developed for a number of functions, such as the
Purchasing function;

® communications in the form of Lessons Learned were
conducted with the Chairmen of subsidiaries in cases of alert
detected that were the subject of investigation in order to
explain and give instructions on how to prevent unethical acts;

® Schneider Electric became a member of Transparency
International in September 2014 to promote and enhance
integrity in its business; Transparency International is a leading
NGO whose mission is to stop corruption and promote
transparency, accountability and integrity at all levels and across
all sectors; the Group participates in cross-company exchanges
promoted by the NGO;

® Schneider Electric actively participates in the Global Compact
working group which brings together companies ranked at the
Advanced level and which addresses many issues, including
anti-corruption; it contributes to the exchange of best practices
organized by Ethic Intelligence and the Business Ethics Club
(Cercle Ethique des Affaires).

> 3. Schneider Electric’'s commitment
to environmental performance

This chapter deals with the environmental impact of the Group’s global supply chain and logistics activities (its « Global Supply Chain »).
The products, services and solutions offered by Schneider Electric which help reduce the environmental impacts of its customers’ activities

are described in part 2 (page 58).

3.1 Overview

Context and aims

Schneider Electric does not produce nor distribute energy. It
conceives and builds electrical products and proposes integral
solutions for a number of market segments. The vast majority of its
products are installation components for energy management.
They consume little energy compared with the devices they
control, and the losses through dissipation are negligible compared
with the energy in transit. Production activities, for their part, mainly
call on assembly and control techniques and only minimally
integrate procedures with a significant environmental impact, such
as the transformation and treatment of metals.

With a company presence in more than 100 countries and with a
continual rhythm of internal development and acquisitions,
Schneider Electric applies a common environmental policy to all its
entities and rolls out the same programs for certification, reporting
and performance objective throughout all its geographical
locations.
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Schneider Electric commits to protecting the environment and
health through the following objectives contained in the Connect
(2012-2014) Company program:

e to roll out the ISO 14001 certification and the Group’s
environmental reporting to 100% of the industrial sites and
logistics centers (more than 50 people) within two years after
their creation or acquisition, and to the large tertiary sites (more
than 500 people);

@ to roll out energy efficiency monitoring solutions to sites larger
than 5,000 m? and to several strategic sites (.e. a total of
280 sites) representing 89% of the Group’s total consumption,
and reduce the energy consumption at these sites by 10% in
three years (Energy Action program);

® imit leaks of SFs to 0.65% of the consumption of this gas at
those sites;

® reduce CO, emissions associated with transportation paid by
the Group by 10%;
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e reduce the Group’s water consumption by 10%, with specific
action plans for the sites with the highest water consumption
and those located in areas of water stress, covering 62% of the
Group’s total consumption, and control the deviations (+/-10%)
of all sites that report water consumption;

e monitor VOC emissions (Volatile Organic Compounds) for all

ISO 14001 sites holding emissions permits or emitting more
than one ton per year;

® achieve an industrial waste recycling rate of greater than 85%;

® achieve 75% of product revenue from products that have a
life-cycle analysis and controlled and limited chemical substance
usage (Green Premium eco-mark).

For this section, three key performance indicators have been set in
the Planet & Society Barometer for the duration of the Connect
program (2012-2014):

Objectives for Year-End-2014 2014 2013 2012 2011
1.10% CO; savings on transportation 16% A 16.7% 14.8% -
2. 75% of our product revenues achieved with Green Premium 79% A 68.7% 65.5% 63%
3. 10% energy consumption savings 13% A 8% 6.1% -

The 2011 performance serves as a starting value for the Planet & Society Barometer of the Connect program between 2012 and 2014.

A 2014 audited indicators.

Please refer to pages 101 to 104 for the methodological presentation of indicators and the following pages for the analysis of the results

(pages 70 for indicator 1,70-72 for indicator 2 and 68-69 for indicator 3).

Organization

At the corporate level, the Environment Director, ranked below the
Senior Vice-President of the Global Supply Chain Management
(member of the Executive Committee), determines the Group’s
environmental strategy.

The environmental manager network consists of:

e for product management: environmental managers in each
activity who are responsible for integrating environmental
concerns in line-up management, environmental
representatives who are responsible for assessing the impacts
on marketing, and environmental specialists with expertise in
integrating environmental aspects into product design;

e for site management: environmental managers in each major
region, environmental managers in each large region with
significant business volume, and environmental managers in
each plant or supply chain center;

e for the supply chain: The Transport Director and his/her teams,
within the Global Supply Chain Management, are in charge of
measuring and reducing freight CO, emissions at Group level.

3.2 Reduction of CO, Emissions

The regional organization within the Global Supply Chain is as
follows: EMEA (Europe — Middle East — Africa), North America,
South America, India, China, EAJP (East Asia — Japan — Pacific).
For each region, a Safety & Environment VP has been appointed.
Each one is responsible for implementing the Group’s policies in
these fields for all sites within their region and for reporting on
progress plans. The VPs meet every quarter to ensure coherence
in applying the Safety and Environment policies for the entire
Group. To implement these policies, the Safety & Environment
VPs lead a network of more than 300 managers responsible for
the environmental management of industrial, logistic and
administrative sites.

This network has access to a wide range of management and
experience sharing resources including directives, application
guides, an intranet site and databases.

To educate all employees on environmental issues, e-learning
modules have been developed, notably regarding the
eco-responsible management of energy and environment. These
modules complement the existing technical training employees
receive. In addition, an intranet environment is accessible by all
employees and expanded continuously to inform everyone at all
levels about our programs and the contribution of each one.

Approach

Schneider Electric is not subject to European quotas on carbon
emissions since it is an industrial business that globally produces
few emissions in comparison to energy intensive industries.
Schneider Electric is therefore classified in the low emissions
sector by CDP.

The ranking of the Company by CDP progresses every year.
In 2014, Schneider Electric scored 99/100. The Group has been
selected in the Climate Disclosure Leadership Index and the
Climate Performance Leadership Index.

The Group has defined measures to continuously reduce its
carbon emissions.

In 2013-2014, Schneider Electric updated the carbon footprint
assessment performed in 2011-2012 from its upstream suppliers
to its downstream distribution chain.

The main sources of emissions remain the same: purchase of raw
materials and equipment represents 74% of the total. Logistics,
including upstream freight from first tier suppliers and downstream
freight to first tier customers, represents 7.5%, of which the main
part is represented by road freight. Emissions in Group buildings
represent around 10%. More modest items —employees’ travels
and waste — represent 6% and 1% respectively.
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Since the last assessment, the Group has been able to improve
the coverage of its carbon impact, in particular thanks to a better
accuracy in the measurement of its real estate and purchases. As
a result of this wider coverage, the raw emissions of these two
items have increased on a current basis.

The three items on which the Group has set action plans and
targets had their raw emissions decreased between 2011 and
2013: transportation paid by the Group (-12%), waste (-10%), and
SFs leaks in industrial processes (-36%).

2.7% 9.8%

Other, including waste Energy
5.6%

Business travel 0.4%

&commuting SF, leaks
7.5%
Freight

74%

Purchases

As a reminder and to highlight the trend, during the previous
company program over 2009-2011, Schneider Electric set the
following objectives:

e reduce CO, equivalent emissions of 30,000 tons per year for all
scopes 1 and 2 as defined in the GHG Protocol™ je. by
approximately 15% over three years on a constant basis
compared to 2008;

® implement a recovery process for SFs gas in 12 countries. The
first devices containing SFs gas sold by Schneider Electric
reached their end-of-life at the start of 2000. The objective is to
develop commercial offers structured around the « EoL » (End of
Life) program that allow customers to dispose of their
end-of-life, SFs containing devices in order to completely extract
the gas and recycle it.

At the end of the Company program 2009-2011, Schneider
Electric saved nearly 162,000tons of CO, equivalent. The
reduction target of 30,000 tons per year (%, 90,000 tons over the
life of the program) was exceeded.

After the success of the Company program 2009-2011, Schneider
Electric worked on defining its new carbon emission reduction
targets for the 2012-2014 period. The Group’s approach is based
on measuring, controlling and reducing CO, emissions, starting
with the most direct ones upon which the Group has most impact
and greater reliability in terms of metering (these correspond to
scopes 1 and 2 defined in the GHG Protocol) followed by more
indirect emissions (corresponding to scope3 of the GHG
Protocol).

Consequently, for the 2012-2014 period, Schneider Electric:

® set a challenging objective (below 0.65%) to limit leaks of SFg
used in the manufacturing of new products;

e confirmed its Planet & Society Barometer objective of achieving
10% additional savings on its energy consumption;

® integrated into the Planet & Society Barometer an objective of a
10% reduction in CO, in transportation paid by the Group.

Al CO, savings

pages 109-111.

indicators and results are presented

Action plans

Actions to reduce SF; emissions and achievements

A Failure Modes, Effects and Criticality Analysis (FMECA) was
deployed for manufacturing processes with SFs gas; there were
also improvements in processes and measurements on certain
highly emitting sites.

From the end of 2008 to the end of 2014, the SF; leakage rate fell
from 4% to 0.47%, exceeding its objective of 0.65%.

In 2012, this was equivalent to about 10,400 tons of CO, avoided
compared to 2011 (data corrected for production level); in 2013,
11,500 tons compared 10 2012; and in 2014, 5,200 tons
compared to 2013.

In parallel, in 2014, 998.5 kg of SFs, 23,864 tons of CO, equivalent,
were recovered from customers’ end-of-life products through our
« EoL program » (see page 60).

Energy savings

In general, Schneider Electric sites are low consumers of energy,
compared with more energy intensive industries. However,
Schneider Electric wishes to set an example in the reduction of
energy consumption by applying its own solutions.

Energy Action program

Schneider Energy Action is a program for the continual reduction in
energy consumption in all of the Group’s sites. The objectives are:

® reducing waste of electricity, natural gas and oil, and thereby
lowering costs;

@ deploying Schneider Electric’s energy efficiency solutions at its
own sites;

e demonstrating Schneider Electric’s expertise to its customers;

® raising employees’ awareness about new energy efficiency
solutions and their own contribution to product development.

Around 10% of total Group emissions come from energy
consumption at its sites (according to the carbon footprint
of 2013).  Since 2005, Schneider Electric has fixed annual
objectives for reduction and publishes (internally) the energy
consumption of each of its production and logistics sites each
year, as part of the Schneider Energy Action program. The Group
met and in some cases exceeded its objective of reducing energy
consumption per production site employee by 10% between 2005
and 2008. The 2009-2011 objective of -4% per year and per
employee was also achieved overall at the end of 2011.

(1) The Greenhouse Gas Protocol (GHG Protocol) is the most widely-used international accounting tool for CO2-equivalent emissions.
Scope 1 corresponds to greenhouse gas emissions from sources held or controlled by the Company.
Scope 2 corresponds to emissions for the generation of electricity consumed by the Company. Scope 3 corresponds to all other indirect
emissions of the Company from sources that it does not hold or control (transport, use of products and services, etc.).
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The 2012-2014 company program, Connect, included the
following objectives:

® reduction of energy consumption by 10% over three years
compared to 2011;

e reporting of energy bills and roll-out of the StruxureWare
Resource Advisor software for all sites with more than 5,000 m?;

e roll-out of StruxureWare Energy Operation at those sites for
real-time monitoring;

e certification of energy management systems pursuant to the
ISO 50001 standard for 20 sites;

e identification of opportunities to reduce energy consumption
over all sites as a result of the Energy Action audits.

The Schneider Energy Action program uses Schneider Electric
energy service activities to identify opportunities in key areas which
are HVAC (Heating, Ventilation, and Air Conditioning), certain
equipment (such as air compressors), lighting and specific
industrial processes.

Many initiatives and awareness campaigns are implemented
internally to improve understanding of the short and long-term
benefits of energy efficiency. There is also a dedicated Intranet site
that provides information on progress and the results obtained as
part of Schneider Energy Action.

The program resulted in the following achievements on the
2012-2014 period:

® energy savings of 13% in 2014 compared to 2011 (weather and
production level-normalized) for the 280 highest-consumption
sites, covering 89% of total published Group energy
consumption;

ISO 50001 certification of 90 sites;

connection of 365 sites to StruxureWare Energy Operation;

connection of 315 sites to StruxureWare Resource Advisor;

around EUR14 million invested in energy efficiency projects,
generally with a return on investment of less than three years;

e around EUR10 million monetary savings and 145 milion kWh
energy savings.

A target of 10% additional energy savings has been set for the
period 2015-2017, as well as the ISO 50001 certification of
150 sites.

Energy Operation and Resource Advisor are software suites that
are part of the Schneider Electric StruxureWare platform, which
helps customers in any market segment and across all geographic
areas to maximize their business performance while conserving
their resources, including energy. Energy Operation is applied at
the operations level and Resource Advisor is applied at the
company level.

Resource Advisor is Schneider Electric’'s enterprise-level
StruxureWare software application and part of the EcoStruxure
architecture. Resource Advisor provides secure access to data,
reports and summaries to drive energy and sustainability
programs.

Energy Operation is Schneider Electric’'s operations-level
StruxureWare software application, part of EcoStruxure. Energy

Operation provides a data visualization and analysis application
that aggregates volumes of raw energy data into actionable
information. As a cloud-based software as a service (SaaS) model,
it gives reduced solution cost, increased data storage capacity,
and a very flexible and mobile energy solution enhanced by
Schneider Electric expert services.

The Green IT program

Green IT is a program to reduce the electrical consumption of
Schneider Electric’s IT infrastructure (data centers, servers and IT
devices). It addresses all phases of the life cycle of IT devices and
involves a close partnership with the Group’s equipment and
services suppliers to reduce their carbon footprint.

The main objectives are:

e to optimize the number of data centers and their energy
management using Schneider Electric products and solutions;

® to ensure the continuous training of the [T teams,
implementation of continuous improvement plans and best
practices to reduce the use of electricity of all IT devices from
the data centers to the end user;

® to optimize and reduce the Group’s server footprint by
virtualization and or by leveraging virtual private and or public
cloud where appropriate.

Achievements in 2014 include:

® Schneider Electric became an official signatory to the new Data
Center segment to the United States Department of Energy’s
existing Better Buildings Program. Within this program, the
signatories commit to improving their energy efficiency by 20%
over the next 10 years from their own data center operations;
Schneider Electric participated in the launch of this program at
the formal signing ceremony taking place at The White House
on September 30, 2014;

e migration of over 120,000 PC’s from Windows XP to Windows 7
enabling more advanced energy management with the built in
client management features;

e refresh of over 30,000 PC’s with the latest models providing
better energy efficiency;

e continuation of infrastructure transformation across all
geographies including virtualization, consolidation, centralization
and decommissioning of our servers, storage and associated
infrastructure;

® launch of several major key design initiatives which wil
significantly contribute to optimizing the corporate IT server
footprint and hence energy usage in the next two years;

® design and deployment of Cloud Services Brokerage to make it
easier for Schneider Electric to consume and maintain cloud
services, particularly when spanning across multiple providers;

e deployment of a Unified Communications Strategy leveraging
the cloud - ability for users to seamlessly transition between
productivity tools such as Email, Instant
Messaging/Presence/Desktop  Sharing, Web Conferencing,
Audio/Video, Video Conferencing/Tele Presence and Telephony.
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Actions to reduce emissions linked to freight

Target at Group level

In the framework of the three-year Connect company program and
the Planet & Society Barometer, reducing emissions in freight
transport has been the subject of a particular monitoring and was
applied to the entire Group from 2012 to 2014. A goal of a relative
reduction in emissions of 3.5% during the first year was validated,
with the target of achieving a reduction of 10% over three years.

From 2012 to end-2014, reduction in CO, emissions linked to
freight exceeded the target and reached 16% compared to 2011,
thanks primarily to the optimization of long-distance freight modes.

The program contributed to save 250,000 tons of CO, and
EURS.8 million since the end of 2011, while the investment
required was closed to zero (no special equipment was required,
and a professionalization of the staff on the program was
conducted).

See indicators page 111.

Long distance freight

Our Air/Sea tool, that determines the standard transport mode
according to an ABC/FMR valuation and inventory usage
frequency analysis, is applied worldwide and helps to be
permanently aware of what the combined economic and
environmental optimum is.

During the three years of the program, air freight tonnage
represented on average 13.8% of joint air and sea tonnage,
against 17.9% in 2011 and 20% in 2010. The reduction in CO,
emissions on long-distance freight was 32% from 2012 to 2014.

Local and central initiatives have been conducted during the
program, such as:

® implementing a manager’s approval workflow for certain regions
(India, China, East Asia) to challenge the decision of air usage,

3.3 Eco-Design

with validation by the only manager authorized to change the
shipping mode;

® close collaboration between the Inventory Management teams
and Transport teams to ensure common goals in the reduction
of air transport;

® monthly monitoring of the Air/Sea ratio by region.

Short distance freight

At the end of 2014, over the three years of the program, CO,
emissions on roads decreased by 4.3%.

The main initiatives launched or enhanced in 2014 were:

@ consolidation of our volumes on a few strategic logistics service
providers equipped with transport optimization functionalities;
two pilots were launched in 2014 in Europe and a very
advanced project in North America; this new strategy has set a
new target of a 10% reduction over the next three years;

e two network modeling projects in Australia and China which
include, in particular, a reduction in deliveries, reduced
transportation lines and an increase in truck loading rates; CO,
reductions will fully benefit from this new logistics architecture
starting in 2015;

e the implementation of a transport management system in China
with the objective of improving truck loading and optimizing
delivery schedules.

Participation in several key initiatives

Schneider Electric is actively involved in the French Shippers’
Association, where it actively participates in the Environment
Commission and is strongly committed to sustainable development
in transport.

In parallel to this, Schneider Electric has carried out a successful
pilot with an external partner for the industrialization and
automation of the ratio of CO, emissions in transport.

Approach

While there is no general legal obligation on eco-design, the
pressure on the use of natural resources, climate change and
respect for biodiversity encourages a certain number of public and
private players to mobilize around these questions.

Customers do not routinely explicitly specify environmental criteria
for a product; these practices become more commonplace and
the nature of expectations diversifies (origin of materials,
recyclability, energy footprint in use, toxicity, etc.).

Global customers, particularly in the construction, transport and IT

sectors, and in more and more industries, as well as public

authorities, need support to implement their environmental policies,

especially to:

® calculate and reduce their carbon footprint;

e anticipate and ensure conformity with statutory provisions,
especially with regard to chemical products;

e facilitate eco-design of their products and services by supplying
all the appropriate information;

® reduce management costs of end-of-working-life installations for
the customer by optimizing recycling.
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Action plans

Eco-Design Strategy

By focusing its efforts to improve the environmental footprint of its
offerings on the protection of people and the environment, climate
change and resource scarcity while addressing environmental
issues with its suppliers and its manufacturing processes and
logistics, Schneider Electric consolidated its Eco-design strategy in
line with its Environment policy in 2012. Schneider Electric, by
enforcing its EcoDesign policy, is committed to:

@ reduce the environmental impacts of its products and solutions
throughout their lifecycle;

e therefore, design products and solutions that respect the
environment through a continuous eco-design improvement
approach;

@ involve its suppliers and partners in the continuous improvement
process to minimize the upstream supply chain impacts;

® measure and communicate to all stakeholders in its extended

supply chain about the environmental impact of the Company’s
offer.
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Green Premium Eco-mark

In order to continue and strengthen its commitment to sustainable
development and to be the first to supply its customers with all the
environmental information they need, for several years Schneider
Electric developed Green Premium — a unique eco-mark based on
criteria clearly defined, either with a view to environmental
regulations or by international standards. These criteria include
easily and globally accessible ad hoc environmental information on
its products.

A product falls under the Green Premium branding if it satisfies the
four following criteria:

e complies with the RoHS European directive, % it does not
include one of the six substances stated in this directive;

® has information relating to the presence of Substances of Very
High Concern (SVHC) within the scope of the REACH European
regulation and referring to the last updated published list;

e has a Product Environmental Profile (PEP) providing a list of
materials, a recycling rate and a calculation of eleven
environmental impacts such as raw material and energy
consumption, carbon footprint and damage to the ozone layer;
this environmental profile is established over the whole product
life cycle, from manufacture to end of working life;

e contains a guide identifying and locating the subsets or
components required for a particular recycling process, referred
to as the End-of-Life Instruction (EoLl).

As part of the development of new Schneider Electric offerings,
Green Premium is an integral part of the creation and development
process for Schneider Electric’s offers as a critical deliverable for
marketing product offers.

Linked to more than 85% of revenue taken for the RoHS compliant
offers and with the REACH information available, Schneider
Electric’s target was to consolidate this in 2014 with 75% of global
product sales made through Green Premium offers, based on
2013 sales. The Group achieved 79%.

As part of its new 2015-2017 company program, Schneider
Electric is strengthening its Green Premium eco-brand by giving it
new impetus and renewing communication on its deployment
through the Planet & Society Barometer.

Green Premium is the foundation of Schneider Electric’s
eco-design approach. Through knowledge of the substances in its
offerings and evaluation of environmental impacts, Green Premium
allows Schneider Electric to target and engage improvements in
the environmental footprint of its future offerings. Compliance to
Green Premium criteria also contributes to the conservation of
biodiversity.

Communication and circulation

The Schneider Electric Environment Marketing campaign was
rolled out during 2012, promoting the Green Premium eco-mark.
Since 2013, each axis of promotion has been reinforced and
completed by new environmental information:

® Schneider Electric web catalogue: the Green Premium offerings
are clearly identified and environmental information is collected
appropriately;

e direct access from Schneider Electric web portal: the Green
Premium web pages explain in detail Schneider Electric’s
approach and each environmental criterion addressed by
Green Premium;

® a unique Check a Green Premium Product web portal: RoHS
compliance information, REACH SVHC content information
(SVHC - Substance of Very High Concern), Product
Environmental Profile and End-of-Life Instruction are available on
simple request regarding the trade references of Schneider
Electric.

In 2014, more than 340 Product Environmental Profile (PEP)
documents and more than 210 End-Of-Life Instructions (EoLl)
were generated in addition to the hundreds of documents already
available.

Check a Product website was checked worldwide on average
3,200 times per month and more than 6,200 reference products
were checked monthly for their RoHS and REACH environmental
status and their PEP and EoLI| environmental information.

Substance Management

Schneider Electric is subject in particular to European
environmental regulations, with particular emphasis on the use of
toxic substances.

The REACH regulation requires traceability of dangerous
substances and the RoHS directive requires the elimination of six
substances: lead, mercury, cadmium, hexavalent chromium,
polybrominated biphenyls (PBBs) and polybrominated diphenyl
ethers (PBDE).

Schneider Electric has implemented the RoHS and REACH
programs by applying these European regulations.

The RoHS program, started in 2006, aims to eliminate the six
substances from all products. By deciding to eliminate these
substances from all its products, whether or not affected by the
directive or sold on the European market or worldwide, Schneider
Electric has exceeded the directive’s requirements.

In 2011, the European Commission published a new RoHS
Directive n°2011/65/EU so called RoHS2. At the beginning of
2013, this Directive repealed the previous one.

Immediately after the publication of this new RoHS2 Directive in
July 2011 and without waiting for the transposition by the EU
States, Schneider Electric decided to adapt its RoHS policy
worldwide as it did for RoHS1. The main evolutions concern the
scope toward an «open » scope even though there are several
exclusions, the technological exemptions with expiry dates
(presence of banned substance above the tolerated threshold) and
the CE mark since the RoHS2 Directive is now covered by the EU
New Legislation Framework. Since 2013, Schneider Electric has
performed many studies with its suppliers to define substance
substitution solutions by removing the exemptions used until now.
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Efforts to bring products into compliance continued in 2014,
particularly for the new entities having recently joined Schneider
Electric. For specific offers that have little to do with the scope of
the RoHS directive, such as the medium voltage equipment of
ex-Areva Distribution activities, RoHS compliance will be continued
during the years to come. Any new offer is developed in
compliance with the RoHS directive.

Directives similar to the RoHS European directive are now in force
or being discussed in several countries. Schneider Electric’s
decision to generalize the application of RoHS to all its products
worldwide has helped anticipate developments in regulations all
over the world and Schneider Electric is able to offer products
which comply with RoHS directives on all its markets (China, India,
South Korea, Japan, etc.).

The REACH program, initiated in 2008, aims to:

® ensure that substances used by Schneider Electric and its
subsidiaries are registered and authorized for the applications in
question, in accordance with regulations;

e specify the information to be provided to customers about the
presence and level of Substances of Very High Concern (SVHC)
in Schneider Electric products;

e perform the substitutions of SVHC which are listed in Annex XIV
(commercialization of these substances only with the
authorization of the European Commission); even if those
substances could be used in Schneider Electric products, the
Group EcoDesign policy declares them as substances to
substitute;

e notify the quantities of SVHC put on the EU market when they
are over one ton per year and per legal entity in each EU
Member State;

e adapt the Safety Data Sheet management process to REACH
requirements.

In 2014, the REACH program continued to take into consideration
the updates to the list of Substances of Very High Concern
published by the European Chemicals Agency (ECHA). At the end
of December 2014, the communication of the presence and
content of these substances included 154 hazardous substances.

The CRESCENDO project, initiated in 2011, which aims to
integrate substance management within Schneider Electric’s
information systems, was finalized in2012 and implemented
in 2013. The automation of REACH and RoHS reports enables the
Group to continue to provide complete and up-to-date SVHC
information to its customers despite the growing of the SVHC list
every six months. The CRESCENDO project accelerates the
dissemination of information to Schneider Electric’s customers
while anticipating the impact of obsolescence on its offerings.

Environmental information

The Green Premium eco-mark guarantees customers the
availability of environmental information relating to Schneider
Electric product offers such as the Product Environmental Profile
(PEP) or the End-of-Life Instruction (EoLl).
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As an integral part of the eco-design approach, the PEP program
provides customers with the environmental impacts of products
during their life cycle according to the ISO 14040 standard. This
program applies to all offers developed by Schneider Electric.

There is an independent certification by the PEP ecopassport
association, based on ISO 14025, and providing a second level of
checks and verification.

The EoLl program integrates the idea of recycling into the design
of products in order to promote recovery of end-of-life materials.
Schneider Electric has developed a design rules guide in order to
optimize end-of-life costs and the potential recycling rate of its
products.

These practices result in the publication of information and
recommendations to facilitate recycling of subsets or components
stated in the WEEE (Waste Electrical and Electronic Equipment)
European directive. Even though the vast majority of Schneider
Electric’s product offers do not fall under this directive, Schneider
Electric makes the End-Of-Life Instructions information sheets
available to its customers. This allows customers to identify and
locate the subsets or components so that they are able to recycle
those using suitable processes that are environmentally friendly.

Compliance with WEEE and equivalent legislation

A number of political commitments and regulations address the
issue of waste from electrical products. One example is the
European Waste Electrical and Electronic Equipment directive
(WEEE), which has been transposed into law in each Member
State. Similar regulations have been adopted or initiated in Japan,
China, India and the United States.

The WEEE directive’s main objective is to increase the collection
and recovery rate for the largest types of electrical waste, such as
televisions, refrigerators and lighting systems, as well as for
short-lived IT and telecommunication equipment. Nevertheless, the
new European Directive WEEE2 (2012/19/EU) brings a large
portion of industrial electrical and electronic devices and electrical
distribution equipment into the scope of application. Under the
directive, the equipment manufacturer is responsible for setting up
and financing dedicated solutions to collect and process end-of-life
equipment. The directive sets minimum rates for recovery and
recycling.

For the past several years, Schneider Electric has been actively
involved in a responsible approach to manage the waste generated
by its products on the market, in particular by publishing
instructions for processing its end-of-life products. In addition,
Schneider Electric is in dialogue with recycling organizations to
better understand the processing of end-of-life products and to
incorporate recommendations into its eco-design rules, as is also
required by Directive WEEE2 (2012/19/EU).

As a responsible company, Schneider Electric has ensured that the
processing and recycling of its end-of-life products is carried out
by qualified facilities in a way that respects both human health and
the environment.
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Carried out in close cooperation with all Group partners, the
approach is deployed at the national level in each EU Member
State. This involves identifying, certifying and in some cases
organizing solutions for processing waste from electrical
equipment, with the application of the appropriate indicators.

Green Plastic program

The aim of this technological innovation program is to develop next
generation plastic, in particular by reducing health and
environmental impacts. Plastic is present in the vast majority of
Schneider Electric products and the amount of CO, equivalents
needed to produce the plastic is estimated at 550,000 tons
per year. The Green Plastic program is carried out in collaboration
with the businesses and the teams in charge of material
purchasing and design, and is part of the Group’s actions for
sustainable development.

The program follows a unique strategy for each type of plastic
focusing around three successive progress plans. A «green »
plastic must therefore:

1. be free from potentially toxic substances and have an
end-of-life evaluation scenario that respects the environment
(ideally material or energy, or at least to avoid landfilling); in
2014, the project improved the health profile of the flame
retardant added to a plastic used to make circuit breaker
boxes; in addition, a new method has been developed to
produce ducts and systems for cables that do not emit toxic
fumes that use a high proportion of recycled raw material or
that come from renewable resources (via an external
collaborative project);

2. come from a production sector that has low CO, use
(recycled plastic or plastic from renewable sources) and be
capable of limiting fossil fuel demand as well as energy and
water; in 20183, two ranges of innovative plastics -
respectively from renewable origin and from recycled origin —
were validated for wire and device offers (sockets and
outlets);

3. come from a resource that does not compete with the food
sector either directly or indirectly, in the case that the Green

3.4 Eco-efficient manufacturing

Plastic solution makes good use of a raw material from an
agricultural  source. Schneider Electric  continues its
involvement in a collaborative project called Polywood which
is based on cellulose bio refinery. This project is dedicated to
enable building blocks based on sugar extracted from
by-products of the timber industry to synthesize performance
polymers without competing with the food industry.

The added value that customers expect from green plastics lies in
three major areas:

® gpplications exempt from substances of very high concemn,
particularly including non-PVC and non-halogen flame retardant
plastics product ranges; we are also working to improve the
health profile of electrical insulation resins based on
thermosetting hardeners and substances;

® energy efficient or electric vehicle offers that use plastics with a
very low environmental impact;

® solutions whose resources and CO, footprint is less than that of
alternative offers, which will allow customers to reduce their
overall CO, footprint (their « upstream » Scope 3 of the GHG
Protocol) and the fossil fuel intensity of their own products,
infrastructure and solutions.

Schneider Electric uses a partnership approach in order to make
progress in research in this area. The Group therefore participates
in collaborative platforms and competitive clusters (in sustainable
chemistry and plastics engineering), and collaborates with
institutes for applied research. The co-development approach with
leading suppliers is also a very fruitful approach.

By actively participating in the Polywood project, Schneider Electric
has solidified its commitment to bio-plastics from non-food
resources. Under the acronym Polywood, this collaborative project
encompasses the development of a bio-refinery fueled by wood
by-products provided by the paper industry. In the same
approach, Schneider Electric is also interested in plant resources
such as lignin or tannins that could be valuable building blocks for
tomorrow’s products while enabling recovery of by-products in
sectors such as the timber and wine industries. This work is carried
out through particularly strong interaction with several
competitiveness clusters through an « open innovation » approach.

Approach

Schneider Electric has rolled out the ISO 14001 certification for all
its manufacturing sites comprised of more than 50 people and
large tertiary sites. All these sites contribute to reporting and
therefore to the Group targets. The certification objective helps
focus continuous efforts to reduce the main environmental impacts
of the sites, shown in the table on pages 109-110:

® energy consumption;

e CO, emissions;

e amount of waste produced;

® percentage of waste recovered;

® consumption of water;

® VOC emissions (Volatile Organic Compounds).

Action plans

ISO 14001 certification of Group sites

As soon as the ISO 14001 environmental management standard
was published in 1996, Schneider Electric decided to certify its
sites. For several years the Group has demanded that all industrial
and logistic sites comprised of more than 50 people be ISO 14001
certified within two years of their acquisition or creation.

The extension of this internal directive to the major tertiary sites
was launched in2010. The Groups’ headquarters in
Rueil-Malmaison, France was certified in 2010. This extension was
reaffirmed for the 2012-2014 period for all tertiary sites comprised
of more than 500 people.
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At the Group level, the scope of certification covers about 60% of
employees.

The challenge for the future is to maintain this performance level by
certifying all new industrial sites within two years of their acquisition
or creation and to continue the new certifications of large tertiary
sites.

Management of industrial consumption

Water consumption

The Group provides a detailed breakdown of water consumption
that takes into account water from the public network,
groundwater, surface water (lakes, rivers, etc.) and other sources
(rain, recycled water, etc.). Water drawn for the sole purpose of
cooling and immediately released without alteration also began to
be monitored and has been subject to separate reporting for some
sites since 2012.

Water is not generally a critical resource in Schneider Electric’s
industrial processes. The topic was considered not very material by
both internal and external stakeholders during the materiality
analysis.

As Schneider Electric industrial production is mainly based on
manual assembly processes or automatic processes for electrical
components and subsets, it has low water consumption and a
negligible impact on water quality.

Water is essentially used for sanitary purposes, sometimes for
cooling and, in certain sites, for surface treatment. In the latter
case, industrial water discharge is subject to treatments that are
suitable in terms of its pollutant potential and discharge into the
natural environment or in a plant subject to a monitoring plan.

In 2011 the Group initiated an analysis of industrial site positions
relative to water stress in different regions throughout the world
using the WBCSD (World Business Council for Sustainable
Development) tool.

The Company’s « Everblue » project was launched in 2012 and
designed to better understand the uses of water within the Group,
and therefore its exposure to water-related risks, and reduce
consumption.  Particular  attenton is  paid to the
highest-consumption sites and those located in areas of water
stress, where the objectives of reducing water consumption
accompanied by specific action plans are reviewed, site by site.

In 2014 EverBlue encompassed 56 sites that represent 62% of the
Group’s total published consumption.

Since January 2013, Schneider Electric has measured and
analyzed the quantities of water consumed by its sites on a
monthly basis and the different usages made of it (process,
HVAC/Heating Ventilation and Air Conditioning, Sanitary, Canteen,
Irrigation). It continues to monitor the per capita consumption of
water on a like-for-like basis in order to evaluate the improvement
performance from one year to the next.

In 2014, the overall eco-efficient manufacturing approach allowed
the Group to reduce its per capita water consumption by 9.1% in
relation to 2013 on a like-for-like basis. The target of 3.3% has
been exceeded. Note: water used for cooling is not included in this
calculation.
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Finally, within the scope of Everblue, water consumption in 2014
was reduced by 23% versus the 2011 baseline (data normalized
on for headcounts and activity evolution). The overall Group
objective of 10% reduction in 3 years has been exceeded.

Thanks to a new reporting system, the detailed water usage is
reported. Here is the breakdown of the Group water use (within the
Everblue scope):

12% 5%
Gardening Other usage
9%
Canteen 30%
Process
36% 8%
Sanitary 2
HVAC

Notes: other usage includes exceptional water usage such as
water used for construction of new buildings.

HVAC = Heating, Ventilation, Air Conditioning.

Sanitary, irrigation and canteen usage represents 57% of the total.
Industrial processes represent 30%.

This information enables more focused and dedicated action plans
for a reduction in water consumption and also enables
normalization of information for more accurate performance
management: for instance, water used for sanitary and canteen will
be impacted by headcount evolution and water used for process
will be impacted by the evolution of production levels.

Energy consumption
See the Group’s energy consumption action plans on pages 68-69.

Raw material consumption

Schneider Electric focuses on making its devices more compact to
conserve natural resources so that customers have more
environmentally friendly products to choose from. The Group has
developed design tools for managing thermal and electrical
constraints so that it can optimize the amount of materials required
in production. Each device’'s Product Environmental Profile (PEP)
lists the materials used. To facilitate end-of-life processing,
Schneider Electric chooses materials that are easy to recycle and
clip-together components that are easy to disassemble. Life cycle
analyses and recyclability assessments also help the Group identify
areas for improvement.

For more information on the Schneider Electric global action plan
relating to PEP and end-of-life instructions, see the Green Premium
chapter on pages 70-72. Also see the Green Plastic program on
page 73.



SUSTAINABLE DEVELOPMENT

SCHNEIDER ELECTRIC’S COMMITMENT TO ENVIRONMENTAL PERFORMANCE

Schneider Electric’s desire to reduce its environmental impact
has driven its focus towards the use of recycled raw materials.
For example, about 85% of cardboard used in Europe, 100% in
China and 60% in North America comes from recycled material
(source: purchasing data). With regard to metals that Schneider
Electric purchases globally, these include recycled material from
recovered waste. A UNEP (United Nations Environment Program)
report was published in 2011 addressing the situation with
regard to metal recycling rates. On a global level, 18 metals have
a recycling rate of over 50%: lead, gold, silver, aluminum, tin,
nickel, zinc, copper and iron amongst others, and 34 elements
have a recovery rate below 1%, including rare earth elements.
The UNEP recommends that priority be given to product design
in order to facilitate disassembly and recovery of metals at end of
life and to emphasize recycling electrical and electronic
equipment (WEEE). Schneider Electric participates in the
recycling systems via the recovery of its own waste, with a target
of 87% in 2014, and by providing end-of-life instructions for its
products that customers can easily access online.

Management of waste, emissions and industrial
pollution

Waste

Because waste is a major source of pollution but also a potential
source of raw materials, waste management is an eco-efficient
manufacturing priority.

Most of Schneider Electric’s waste is solid waste. Continuous
improvement plans have been deployed to manage this waste.
This approach is fully in line with the framework of the
ISO 14001 certification that all Schneider Electric production and
logistics sites worldwide are required to follow.

Since 2009, the objective has been to recover more than 85% of
hazardous and non-hazardous waste. Since 2012, Schneider
Electric has also worked to better understand the root causes of
the 15% not recovered.

Therefore, in 2013 the Group began to consolidate hazardous
waste at Group level but, as classification systems vary widely from
country to country, it is fine tuning the consolidation methodology
by category of waste.

In addition, thanks to a specific survey enabled by its new reporting
system, the Group confirmed that the waste from metal was
recovered at close to 100%.

This data is processed to ensure local traceability. All waste is
channeled to the appropriate treatment facility.

Schneider Electric notes the quantities of waste produced and
recycled on a six monthly basis and monitors this production per
capita, as well as linked to its industrial activity, on a like-for-like
basis in order to evaluate its performance from one year to the
next.

The overall eco-efficient manufacturing approach helped reduce
our production of waste per capita in 2014 compared with 2013
on a like-for-like basis and to stabilize the proportion of waste
recycled at 87.2% at the end of 2014 on a like-for-like basis (target
of 87% in 2014 was exceeded).

Conditions of use and contamination of soils

Virtually all Schneider Electric sites are located in urban or industrial
areas and do not affect any notable biotopes. None of the Group’s
businesses involve extraction or land farming.

No substances are purposely released into the soil in the course of
site operation. Workshop flooring at risk is given a waterproof seal
using a suitable treatment (resin retention). Hazardous substances
are systematically stored and handled in areas equipped with
retention tanks in compliance with regulations. As a result of
developments in legislation, retention systems are being designed
more and more to compensate in the event of malfunctions or
emergencies, such as fires.

In 2014 Schneider Electric conducted its annual review of pollution
risks at all manufacturing sites as part of ISO 14001 tracking. No
major incidents were reported in 2014.

Discharge into the water and air

Because Schneider Electric is mainly an assembler, its discharge
into the air and water is very limited. Mechanical component
production workshops are carefully monitored, in keeping with their
ISO 14001 certification. Their releases are tracked locally as
required by current legislation. No major spills or discharges were
reported in 2014.

Emissions of NOx and SOx and particles into the air are monitored
site by site according to their heating activity; monitoring of these
emissions is verified via ISO 14001 audits. Emissions are then
monitored by the site managers with respect to the thresholds
defined in local legislation and supervised by the heads of the
regions. These emissions are not subject to consolidation at Group
level.

The VOC emissions have been identified as representative of
Group levels and are therefore included in the Group’s reporting.

Finally, the CFC and HCFC emissions are monitored through our
air conditioners in accordance with legislation. They are not linked
to our industrial activities.

Noise and odors
All Schneider Electric sites comply with noise and odor regulations.

Environmental risk management and prevention

The Group takes a proactive approach to managing environmental
liabilities associated with both current and historical operations.
Through our ISO14001 program, it actively manages the potential
for impacts to the natural environment at our operating facilities.
No Schneider Electric sites are Seveso classified. The Group’s
focus on environmental compliance and continuous improvement
of its significant environmental impacts minimizes impacts on the
environment. Regarding the management of environmental
impacts associated with historical operations or acquisitions, this is
managed at the regional level. Each region uses external experts to
investigate and address historic impacts to the environment
according to the local requirements and to minimize any impacts to
human health and the environment. In 2014, no new material
environmental impacts were identified. As a result of all of these
actions, no compensation has been paid out in application of the
legal ruling in 2014.

The Group’s industrial sites, in connection to the objective to have
100% ISO 14001 certification, have procedures in place to prevent
emergencies and respond effectively if necessary. Preventive and
corrective action plans are based on an analysis of non-standard
situations and their potential impact. This analysis draws in part on
hazard reviews for classified installations.

For example, certain sites that handle large amounts of chemical
compounds are equipped with balloon-type containment systems
to avoid any pollution through the water systems; others, located
next to a river, have floating beams.
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Drills are held regularly throughout the year to ensure that
supporting procedures are ready and effective.

A national organization has been set up to track sensitive sites.
Their managers systematically receive training in environmental
crisis management. Directives, procedures and national guidelines

concerning environmental crisis management, historical and
current operations management, pollution risk prevention and
other topics are available on the intranet. Internal audits verify that
these procedures are applied correctly.

> 4. Committed to and on behalf

of employees

4.1 Overview

Context and aims

Schneider Electric’s people are critical to its success. The Group
motivates its employees and promotes involvement by making the
most of diversity, supporting professional development, and
ensuring safe, healthy working conditions. Its ultimate ambition is
to generate higher performance and employee engagement,
through world-class People practices that are supported by a
global/local and scalable model.

Human Resources thus plays a key role in supporting the
performance and talent of Schneider Electric in the changing
context of its activity. Its growth is characterized by a sustained
internationalization, numerous acquisitions, the increase of
headcounts dedicated to selling solutions and services, while
maintaining a share of blue collars close to 50%.

Schneider Electric’s HR policy is founded on a strong sense of
commitment and shared services:

e all Group entities participate in the drawing up of HR policies
and in their application. This guarantees coherence and
facilitates consideration for local economic, legislative and
cultural realities;

® all employees are treated equally on the basis of their skills,
notably with regard to employment, recruitment, talent
identification, mobility, training, remuneration, health and safety
(common processes and policies);

® particular emphasis is placed on communicating the Group’s
broad strategic plans to the employees in order to enhance
individual participation;

® training is also a priority so that employees have the opportunity
to adapt to developments within the company.

Schneider Electric encourages each employee to actively manage
their own career in collaboration with their line manager, their HR
manager and using the digital tools provided. This allows each
employee to play a key role in their own performance and in their
advancement.

Three key performance indicators were set in the Planet and Society Barometer for the duration of the Connect program (2012-2014):

Objectives for Year-End-2014 2014 2013 2012 2011
1. 30% reduction in the Medical Incident Rate (MIR) -61% A -47% -23% -
2. 63%" result in our Employee Engagement Index 61% A 60% 55% -
3. 30% women in our talent pool (~2,500 people) 28% A 28% 27% 23%
4.1 day of training for each employee every year 79% A 67% - -
5. 300 sites recognized as « Cool sites » 355 A 224 - -

The 2011 performance serves as a starting value for the Planet & Society Barometer of the Connect program between 2012 and 2014.

A 2014 audited indicators.

* A new target has been set from 2014 for this indicator: 63% instead of 70% at end-2014. With 63%, the Group gives itself the challenge to

be 7 points above its industry average (source: Aon Hewitt).

** These indicators are reported from 2013. The reporting tools have been deployed during 20172.
Please refer to pages 101 to 104 for the methodological presentation of indicators and the following pages for the analysis of the results
(pages 77-79 for indicator 1, 79-81 for indicator 2, 84-86 for indicator 3, 81-83 for indicator 4 and 80 for indicator 5).
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Organization

Since 2009, the Human Resources Department has been
structured around three principal roles to better respond to their
missions:

® HR Business Partner assists managers on a day-to-day basis in
setting out their business strategies and in assessing the
human resource requirements needed to meet their business
targets. HR Business Partner also plays a pivotal role in
anticipating skill requirements and employee development, and
in the management of employee relations;

® HR Solutions creates and develops comprehensive solutions to
the organization’s strategic challenges in key areas, such as
compensation, benefits, human capital development, training
and performance management. Regional teams are leveraged
to effectively shadow the Group’s globalised operations;

4.2 Employee health and safety

SUSTAINABLE DEVELOPMENT
COMMITTED TO AND ON BEHALF OF EMPLOYEES

® HR Operations handles the logistics and administrative
responsibilities relating to payroll, sourcing, mobility and training
programs, mainly through shared service centers designed to
optimize efficiency and costs.

Since 2012, the Group has created a more coherent HR Business
Partner (HRBP) structure for front offices at a country level: all
HRBPs supporting front office businesses report to the Country
HR. The Group put this structure in place for improved coverage
and consistency and for access to a broader local job market.
These HRBPs have a dotted line to their business (line or HR) to
respect and represent what is specific about that business. The
same model has been applied to Finance Business partners.

Business Partners remain attached to the relevant Finance and
HR SVPA/P or Line Manager for: Supply Chain, R&D, Global
Functions, Lines of business.

Regional roles have not been immediately impacted but will be
reviewed by the Group to see if adaptation is necessary.

Approach

Schneider Electric holds the health and safety of its employees as
a core value. The Group’s working philosophy is « one person
injured is one person too many ». To that end, it continues to build
on its well-established health and safety systems and processes,
such as its Occupational Health & Safety (OHS) management
systems and the Schneider Production System (SPS), to improve
upon and consistently apply workplace safety on a global basis. Its
Global Safety Directives and Employee Handbook set the direction
for the safe manufacture, assembly, and distribution of its
products. Its Safety Mandates are as follows:

e safety is everyone’s responsibility;
e all injuries and occupational illnesses can be prevented;

® management has a responsibility to train all employees to work
safely;

e working safely is a condition of employment;

e preventing safety incidents and injuries contributes to business
success.

Action plans

In 2014, Schneider Electric based its action plan on hazards and
employee injuries, focusing on the following areas:

e employee safety while commuting to and from the workplace;

e safety practices regarding powered industrial trucks (PITs);

® clectrical safe work practices with special emphasis on lockout
and tagout of equipment energy sources; and

® emergency planning and preparedness at work and at home.

The resulting action plans have improved the processes and
procedures involving job site safety, electrical safety, the

management of PITs, and the safe servicing of equipment, which
has led to consistent, global application of these practices. Many
of the most serious injuries occurred when an employee was
travelling between work and home. For this action plan, the focus
was on reviewing the risks around our sites and communicating
about safe commuting practices. Schneider Electric deployed a
campaign consisting of communication activities and built an
internal online training course to help reduce the potential for
commuting incidents.

Additional actions for 2014 included:

e continuation of the Global Safety Alert program — the system to
quickly communicate serious events and their associated
corrective actions;

® launch of Regional Safety Alerts — specific to a region or type of
business to quickly communicate serious events and their
associated corrective actions;

® launch of the Global Safety Bulletin - the system to
communicate specific key points for each key focus area; it
includes statistics and facts in a one-page easy to read format,
shared globally and communicated locally;

e the first full year of implementation of the Global Safety
Directives— which define the absolute requirements for 16 of our
most critical hazards and exposure areas;

® launch of the Guidance Documents — a supplement to the
Global Safety Directives; it offers the user visual details,
descriptions or examples to help with the understanding and
intent of the Global Safety Directives;

® |aunch of the Global Integrated Management System — kickoff
occurred in 2014 with the Asia Pacific region; as a result of the
success achieved, the program will be expanded to include all
regions under one certification;
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e the 2™ year of the Global Safety Standardization deployment —
the program to standardize safety best practices globally; in
2014, 7 initiatives were approved for standardization; each
region reported quarterly updates to the global safety leader and
Global Supply Chain EVP; the objective is to have all items
deployed by year end for all regions;

e the 2™ year of global implementation of the Annual Safety &
Environmental Assessments (ASEA) — an internal audit system
focused on critical safety and environmental elements that are
applied on a global basis to ensure conformance to
standardized OHS and environmental processes, practices and
procedures;

® Schneider Production System (SPS) — to ensure continuous
improvement in safety and ergonomic programs, phase | of the
SPS action plan was released in 2013; the action plan includes
a global focus on key ergonomic themes such as work
practices, training, material handling and communications;

e the first full year for the implementation of GlobES (Global
Environment and Safety) — the new safety and environmental
data management system;

e continuation of OHSAS 18001 deployment.

Objectives

Schneider Electric uses three primary indicators to measure
Occupational Health & Safety performance. The first of these
indicators is the Medical Incident Rate (MIR) which measures the
number of medical cases per milion of hours worked. This
measure allows for a deep evaluation of workplace hazards, and
the resulting corrective actions assist in the elimination of recurring
incidents and the prevention of injury. The Group has used the MIR
as a key performance indicator on a global basis since 2010 with a
target to reduce the MIR by 10% year over year.

The second and third indicators are the Lost-time Incident Rate
(LTIR) and the Lost-time Day Rate (LTDR). The LTIR measures the
number of medical cases that incur lost-time work days per million
hours worked. These lost-time cases are indicators of a more
serious type of medical case. The seriousness of these cases is
indicated by the LTDR which measures the number of days lost
due to the lost-time medical cases per million hours worked.
Schneider Electric has used the LTIR and LTDR as key
performance indicators on a global basis since 2012, replacing
similar indicators at that time. Both indicators also have a target
reduction of 10% year over year.

The 2014 results for MIR, LTIR and LTDR are as follows:

e MIR 2013 = 2.37; MIR 2014 = 1.85; reduction of 22%;

e [ TIR2013 =1.18; LTIR 2014 = 0.98; reduction of 21%;

e | TDR 2013 = 38.67; LTDR 2014 = 29.98; reduction of 22%.

Certifications

In 2009, Schneider Electric began the implementation of
occupational health and safety management systems that meet or
exceed the requirements of OHSAS 18001 standards. In 2011, the
Group revised the requirement to specifically include certification to
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OHSAS 18001 (or equivalent) at 100 percent of its manufacturing
and logistics sites (sites with more than 50 people and within two
years of creation or acquisition). The deployment of this program is
78 percent complete at end of 2014.

Training and Communication

Training and communication are key components of the
Health & Safety program at Schneider Electric. The Group is
committed to providing awareness level and task specific training
for its employees and contractors to ensure a strong knowledge
base to work safely. In 2013, a new emphasis has been placed on
ensuring all employees receive a minimum of seven hours of
training per year, including OHS related training. New global safety
courses continue to be added to the safety training program
housed in the global training database, My Learning Link, which
tracks course requirements and course completions.

Communication is vital to an effective global OHS program and the
Group is using many communication methods to share OHS
concerns, best practices, and successes. New communication
opportunities implemented in 2013 include a new web-based tool,
Spice, and a document sharing tool, Box. Training and
communication have also been improved through the use of
webinars covering safety related training topics, performance
reports, and action plan updates. Most of these webinars are
recorded for continued use as training material and are shared on
a global basis. Regional newsletters, global performance results,
Safety & Environment alerts, training material and more can be
found, strengthening the OHS ties between countries and regions.

Focus on stress management

Stress at work is managed by the Human Resources organization
within the Group. Effective measures are in place locally to address
stress reduction in the workplace. In North America for example,
Human Resources promotes stress reduction via incentives and
communications on the healthy lifestyle program in place (exercise,
proper diet, smoking cessation, stress management, preventative
medicine, etc.) which is encouraged both on and off the job. In
Asia Pacific, Human Resources promotes stress reduction via
health lectures, yoga class, sports club, stretching program and
annual health fairs.

In France, a special program has been put in place to increase
awareness among all actors in the Company on the prevention of
psychosocial  risks. Four classroom training modules for
managers/HR, OSH/health professionals, management
committees, and health, safety and working conditions committees
(CHSCT) were designed and rolled out by a network of internal HR
trainers or volunteer managers. As of the end of October 2014,
nearly 1,000 people had been trained since the launch of the
training courses in April 2013.

An e-learning training module, hosted by the My Learning Link
platform, was designed to raise employees’ awareness. This
training can be triggered either by the employee or provided in
group training sessions and led by HR as part of the Connect
People program.



A collective assessment tool for psychosocial risks was designed
and integrated into the framework of the professional risk
assessment methodology of the health and safety management
system. The rollout is now taking place; over 20 sites have
launched the process.

Specific support was structured in the framework of the prevention
of psychosocial risks in case of reorganization affecting
employment (psychological, social and medical support).

The psychosocial risk prevention program at Schneider Electric
France has been selected by the French Ministry of Labor to
represent France at the European competition on stress at work at
the ILO.

In our « One Voice » Employee Engagement survey, one question
regards work-life balance: « The balance between my work and my
personal commitments is right for me ». At the end of 2014, the
satisfaction rate is 62% at Group level on this question, which is
above the global rate of employee engagement (61%).

SUSTAINABLE DEVELOPMENT
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Accomplishments

For the second year, Schneider Electric set aside a day to
recognize and celebrate safety in all of its locations. In 2014,
Schneider Electric added three new elements. First, the Group
included a theme « Emergency Planning and Preparedness » in
which sites conducted training, drills, demonstrations etc. Second,
it included an activity to generate interaction, « Safety Ideas » for
our employees to identify and implement safety improvements. The
participation and satisfaction was outstanding. For example,
80 sites began a safety idea program, within a 6 week timeframe,
which generated over 1,300 ideas. Furthermore, a total of
300 sites contributed over 4,000 ideas of which 1,500 were
implemented. Third, Schneider Electric encouraged its sites to
participate in a video campaign « What does safety mean to me ».
The Group received over 340 self produced 15 second videos by
its employees representing 25 countries; each region selected the
top 3-5 videos which were compiled, edited and distributed as one
video to the employees.

Schneider Electric also continues to receive high recognition both
externally and internally for its strong Health & Safety program.
Recognition received in 2014 included 309 awards from the
National Safety Council for Schneider Electric sites around
the globe.

4.3 Employee engagement and talent attraction

Approach

Attracting and developing talent is crucial to the ongoing success
of Schneider Electric. The Group constantly strives to be one of the
best companies to work for, providing the environment and
motivation for its employees to take control of their own career
progression — through simple to access training and development
resources, while the latest job opportunities are easily visible.

The Group has also a strong focus on ensuring it is seen as a
desired employer by top talent externally and the Employer Value
Proposition is authentic and consistent with the values of the
Schneider Electric brand. As a global organization, Schneider
Electric offers opportunities across a wide spectrum of career
paths that make a real difference personally, socially and
commercially. By constantly defining the ‘essence’ of Schneider
Electric, careers can be enhanced and potential delivered in line
with corporate objectives for the success of all.

Schneider Electric brand values

Schneider Electric’s values are the core principles that define the
Group and its brand:

e we Care for our customers, our planet and one another;

e we Connect our people through a collaborative work
environment, focused on our customers’ needs;

e we Challenge ourselves to be open and flexible and our teams
to be innovative and find the right solutions for our customers;

e we Commit to make the most of your energy to offer sustainable
development to our planet.

Total Employee Experience

The Total Employee Experience program is a collaborative
approach that enables employees to take ownership of their own
careers. Total Employee Experience provides managers with the
tools to manage motivated employees and provides Human
Resources to play a strategic role in building a thriving global
organization. It is articulated around seven dimensions: Attract
(Employer branding), Start (Facilitate onboarding and embed
employees in the company’s culture), Perform (Measure
employees’ individual performance), Appraise (Focus on feedback),
Recognize (Expose and reward employees), Develop (Develop
skills and competencies through training and learning culture) and
Move on (Foster internal mobility and career planning). Each of
these dimensions comes with processes and tools.

Action plans

Employee engagement and « OneVoice » survey

Set up in 2009, the OneVoice internal survey was designed to
measure employee satisfaction. The survey has evolved to include
the level of employee engagement on top of employee satisfaction
to derive a more holistic view of employee sentiment on the
ground.

Our OneVoice survey in numbers:

® 100% of employees surveyed twice a year i.e:
— 87,000 emails sent,
— 58,000 people reached via « kiosks » on 288 production sites,
— 2,500 managers receiving a dedicated report;

® a constantly improving participation rate from 62% in 2011
to0 70% in 2014.
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Employees are asked to fill out a short questionnaire evaluating
their engagement, 6 drivers and their willingness to recommend
Schneider Electric as a model employer. This process helps the
Group identify key avenues for improving major employee
engagement factors.

Analyzed by country and by unit, the survey results help to steadily
improve employees’ commitment to processes and projects, the
proper execution of which is crucial to both successfully
implementing the Group’s strategy and satisfying its customers.

Managers are also involved in this process: over 2,500 managers
(with more than 20 people in their team and more than 10
respondents) receive a  customized report.  Following
communication of the results, they have to organize feedback
sessions with their team in order to foster dialogue and build
relevant action plans.

A key performance indicator for the Group is the Employee
Engagement Index, which is also registered in the Planet & Society
Barometer. This Index enables Schneider Electric to compare itself
with the best employers in the industry and the best employers in
key regions of the world. In 2014, the Employee Engagement Index
at Group level is 61%, above the industry average (56% - source:
Aon Hewitt). For this type of indicator that measures the
engagement of employees, every point is a stake. For the record,
the Group started the measurement of this indicator in 2012 at 55%.

More importantly, Schneider Electric looks very closely at the
percentage of employees who are made aware of an action plan
after the survey. In 2014, the result was 77% (compared to 68% in
2012 and 73% in 2013).

Flagship program: Cool Sites

Employee welfare is boosted via the ‘Cool Sites program’ to
promote engaging workplaces (offices, factories, R&D centers,
hubs, etc.), which are attractive, inspiring, energizing and
distinctive via those small attentions that make a huge difference to
our employees’ quotidian work life. This program is equally an
important driver to develop the ENPS, collaboration, and our Care
and Connect values. It is also a key element to attract and retain
talent at all levels, and in all cultures around the world. The Cool
Sites program is creating an environment that fosters innovation, a
deeper understanding of how our products and solutions bring
value to our own sites, and strengthen our partnership with our
local communities.

The Cool Site certification is relaunched each year to ensure the
sustainable quality of the program. The program now has a proven
positive and sustainable impact on the engagement and satisfaction
scores: Engagement index of Cool Sites in 2" year: +8 pts (vs
+1 pt for Non Cool Sites), ENPS of Cool Sites in 2nd year: +17 pts
(vs -1 pt for Non Cool Sites), One Voice Action Plan Awareness of
Cool Sites in 2nd year: +13 pts (vs O pt for Non Cool Sites).

In 2014, the Cool Sites target of 300 sites (representing a minimum
of 80% of its global workforce) has been exceeded, with 355 sites
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in 60 countries representing a headcount of close to
110,000 employees having successfully achieved ‘Cool Site’
certification.  This indicator has been included in the
Planet & Society Barometer 2012-2014.

Employer Branding

Our employer value proposition

Our Employer Value Proposition continues to evolve in step with
the business as a whole. Making the emotional connection as to
« Why Schneider Electric? » is fundamental in the ability to not only
attract the best talent and be an « employer of choice », but also to
make that feel real with employees as a form of encouragement,
motivation and inspiration. Articulating this through promoting
Schneider Electric’s culture of innovation, international reach and
credentials in  energy management, allied to personal
empowerment, are at the centre of the approach.

As this is core to our ability to attract and retain top talent a
substantial project is underway to ensure our employer brand
continues to be true, authentic and resonates effectively with key
audiences.

Flagship program: Go green in the City

Launched in 2011 by Schneider Electric, Go Green in the City is an
annual international business case challenge for university business
and engineering students around the world to find innovative
solutions for energy management. It is now established as a global
initiative to attract female graduates for internship and/or ongoing
talent fulfillment objectives. In 2014 the competition expanded its
scope to become a truly global competition by opening its gates to
students in all countries around the world.

Candidates were asked to present a case study on the subject of
efficient energy solutions in the cities. In pairs with at least one
woman, students proposed viable solutions for energy
management in five key areas of a city: residential, universities,
trade, water and hospitals. The best proposals reconciled the
increased demand for energy, social progress and environmental
protection.

Flagship program: Marco Polo

Launched in 2001, Marco Polo is an internal recruitment and
development program to engage high potential employees in
overseas missions. This unique program allows to prepare a future
generation of leaders for Schneider Electric, while considering
present business needs and anticipating future conditions. Since
the inception of the program, the Group has actualized over 850
junior profiles from 70 different nationalities for truly diverse
assignments in 56 different countries.



University Partnerships

In 2014, Schneider Electric has continued to focus on key
relationships with a core selection of partner universities
throughout the world. This enables a deep relationship to develop
for the benefit of all. Primarily relationships exist with universities
with specialisms that align to our business - most commonly in
engineering, energy management or technology. Ranging from:

® sharing of our business acumen — for example competitions and
guest lectureships;

® sponsorship initiatives;

® on campus recruitment events.

This approach has enabled strong talent pipelines to be
established for key target skills and greater awareness of
Schneider Electric as an employer. In addition, in 2014 our efforts
have been recognized by others, in particular:

® in Asia Pacific, Schneider Electric was placed no. 14 by
engineering students in  Universum’s «most attractive
employer » rankings;

e the campus management program in India was selected as an
« HR best practice » at the 3 NHRD-Titan Showcase awards in
Bangalore.

Our Employer Brand and Social Media

Over the last 12 months, a coordinated and integrated approach
has been taken, with regards to maximizing usage of key social

4.4 Fostering talent and competencies
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media channels, to further build the Schneider Electric presence
and expand its reach. Highlights include:

® improved organization and branding of major social media
channels. This resulted in the Schneider Electric Linkedin page
achieving 470,000 followers (Dec. 2014), doubling in 12 months;

e through internal engagement, increased advocacy of Schneider
Electric as an employer has been achieved; by our people,
through social media, for recruitment purposes;

@ |aunch of a dedicated « Schneider Electric Careers » Facebook
page; to engage in conversation with potential candidates and
provide authentic content about Schneider Electric as a place to
work; since launch (Sept.2014), it has received over
35,000 « likes » (Dec. 2014).

Further recognition

External validation of our ongoing employer branding strategy is
crucial in validating Schneider Electric as a potential « employer of
choice ». In 2014, recognition was received by achieving:

® a place in Linkedin’s coveted « Most InDemand Employer »
rankings worldwide — appearing for the 1%'time in the list
(no. 50); this is based upon interactions on the social media site
with Schneider Electric employees and company areas;

e for the 3 year running, a ranking in the top 50 (47") globally in
Universum’s  « World’s Most Attractive Employers » results
among engineering students; the rankings are based on the
nominations of almost 200,000 business and engineering
students from top universities in the world’s 12 largest
economies.

The ongoing growth of Schneider Electric’s businesses in markets
around the world requires the development of leaders and
innovators across all disciplines. Matrix organization structures and
virtual teams place new demands on employees. The Connect
company program initiatives such as digitization, simplification,
growing services business or customized supply chain, etc., also
require ongoing adaptation and skills enhancement. Learning and
career development is therefore at the heart of Schneider Electric’s
Human Resources policy.

Approach

There is a strong focus on Learning in our « Connect » 2012-2014
company program. Within this program, « Learn & Grow » defines
strong ambitions in training, fosters a culture where employees
take the initiative to learn, grow their competencies and drive their
career development. Employees should feel able to do so
regardless of their origin (education, background, nationalities,
gender, business, level, etc.).

The following indicators have been defined to track progress in this
direction: the percentage of employees who receive a minimum of
one day’s training each year; and the number of employees who
express their satisfaction via the OneVoice survey on the fact that
they « have appropriate opportunities for personal and professional
growth ».

Schneider Electric places a strong focus on the effective
management of talent at all levels. To this end, a talent review
process operates across the organization to help ensure that
talented individuals are identified and realize their full career
potential. Structured succession planning for critical roles helps to
accelerate individual career development while maintaining
continuity for the organization. In selecting and developing talent,
an important consideration is also to foster diversity such as
gender and nationalities (new economies as well as mature
economies). At the individual level, tools and processes ensure that
clear goals are set and tracked in the areas of both performance
and development. Managers and employees are able to draw on
extensive resources in support of individual development, and
these activities are formalized in an Individual Development Plan.

2014 REGISTRATION DOCUMENT SCHNEIDER ELECTRIC 81

2



[ SUSTAINABLE DEVELOPMENT
COMMITTED TO AND ON BEHALF OF EMPLOYEES

Talent management and performance management processes
were brought together during 2014 via the deployment of a new
integrated HR information system called TalentLink. This system
will allow significantly improved data management and analytics in
the areas of strategic workforce planning and talent management;
it will also improve the matching of resources to demand regarding
learning in the different parts of the organization.

Action plans

Innovation in training

Research shows that building and sustaining a high-impact
learning culture are smart business, both in short-term business
performance and long-term business growth. Because we want to
achieve our business goals and stand above the competition, we
know we must invest in our people and prepare them for the future
with the right set of skills. The innovations that Schneider Electric
conducted in 2014 are solid steps in that direction.

First, The Group progressed on its digital journey:

Offline player: My Learning Link now offers an Offline player for
e-learning. It enables users to download courses when they are on
the network, and play them later offline, wherever they are,
connected or not. This is a first step towards a more convenient
and flexible learning experience. Only a small part of the catalog is
currently available offline, but this list will extend as time goes by.

Mobile devices: the Group has finalized studies to define action
plans to increase the number of learning offers accessible through
mobile devices. The first courses on tablets and mobile phones will
be launched in June 2015.

Digital learning: academies (see « Organization » below) and
countries have continued their actions to transform their in-class
offer into e-learning or blended programs. As of end-2014,
Schneider Electric learning catalogue encompasses
20,000 learning  objects including 11,500 on-line courses
(e-learning, quizzes, tests, videos).

Secondly, Schneider Electric has successfully experimented new
approaches:

MOOC pilot: in May, the Group launched a proposal through its
social network Spice to invite employees to follow 3 pre-selected
MOOCs (Massive Open Online Courses) on Strategy, Leadership
and Global trends. Of the 250 employees who indicated interest,
24% fully completed their selected MOOC. Thanks to good
selection of topics and right internal project facilitation, this
completion rate was 3times higher than the market average
completion rate of 7%. All learners found the key learning useful
and applicable in their current job and would recommend MOOC
for future learning at Schneider Electric. As a next step, selected
MOOQOGCs will enrich and complete Schneider Electric academy
portfolio, supporting its digitized learning culture and creating real
value.

Learning week: for the first time ever, the Group organized a
Learning week which was held worldwide from October 13 to 17",
with 3 main objectives:

e foster a culture of self-development: | learn and | enjoy;
® share with colleagues, experts;
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® reach « One day training per year for all ».

Many activities were organized such as webinars and workshops
on key subjects, collective e-learming, market place, roundtables
with leaders, training courses, employee initiatives to teach
professional and personal subjects to colleagues, games,
contests, selfies on Spice (our social network), etc. Over 50,000
employees actively participated. Consolidated results from the
Learning week confirm our success:

® 70% of respondents satisfied (2,428 answers,
620 managers and 1,808 individual contributors);

® 73% are likely to recommend the Learning week to a friend or
colleague;

® 91% of respondents think that Learning weeks should continue
to be organized in the future;

® 384,000 training hours were registered in October, which is the
highest monthly record of the year 2014 (average monthly
progression: 192,000 hours).

Collaborative Learning: a vote was organized to celebrate the
most active learning communities utilizing web and social media
tools to build collaborative learning groups. These groups are
centered on communities with common topics of interest such as
New Hires, Action Leamning Project Teams, Corporate leadership
programs etc. New groups were also launched such as that for
Front Line Managers.

including

« 3E » program

The 3E program was implemented to collect local existing
practices on how to create individual development. It involves
relevant work experience (Experience), managerial coaching and
feedback structures (Exposure) and appropriate training investment
(Education). The generic 3E playbook for the 19 cross-functional
competencies provides ideas for concrete individual development
actions. The 3Es have been integrated in the new HR information
system, under the employee individual plan. The Group’s aim is to
give all employees the opportunity to draw up a personalized skills
and solid career development plan in collaboration with their
managers.

Organization

Global academies

The academies’ curricula are built using the outcome of workforce
planning (see page 84). Schneider Electric benefits from a network
of Learning Solution internal consultants. They are in the different
geographies and support managers and HR officers in identifying
the relevant Learning Solution for the needs of their employees.
Few examples:

® Global Supply Chain (GSC): the Global Supply Chain Academy
is providing every professional within the GSC function the
opportunity to learn and develop their functional knowledge,
capability and competencies in the seven domains of Safety and
Environment, Customer Satisfaction & Quality, Purchasing,
Manufacturing,  Supply Chain  Planning, Logistics and
Industrialization. In 2014, 40 new learning offers where launched
on strategic topics, 90% of them being e-learning; more than
80% of GSC employees did more than 1 day training and
10,000 white collars did more than 5 hours of digital learning;



® Research & Development: the Offer Creation Academy
addresses the competency needs of the Offer Creation Process
(OCP) to ensure the right competency levels of R&D employees
globally. The range of learning offers covers the entire OCP
lifecycle, addressing skills such as project management, design
and testing, R&D processes, software tools, etc.;

® Sales through Partners: the Sales Excellence Academy is set to
prepare the transactional sales force for the challenges of the
commercial transformation in line with business strategies. It
develops training paths for sales engineers, representatives and
managers in order to impart knowledge, skills and behavior to
sell through partners (about 12,000 employees). The curriculum
being developed ams to cover both «foundational
competencies » for all sales people in contact with customers
and «advanced courses» to address sophisticated sales
environments or coaching skills;

e Solutions: the Solutions University offers a comprehensive
portfolio with a flexible approach including 18 blended
certification curricula and 10 programs for leaders and
managers, tailored to organization’s needs and performance
environments. The Solutions University’s aim is to support the
solutions and services business growth, greater business
collaboration and more agility. At the end of 2014, around
13,000 enrolled candidates from 92 countries have taken the
Solutions University learning paths, delivering 6,689 certificates.

Leadership Development

The ongoing development of leaders within Schneider Electric is
seen as a critical element of our future success. «One
Leadership » is a suite of programs deployed on a global level by
the Leadership Academy to support the leadership development
needs of managers at all levels. Approximately 3,500 managers
participated globally in the different offers for leaders and senior
leaders.

LEAP (Leadership Excellence Acceleration Program) is the regional
high potential program of One Leadership; it develops high
potential leaders for future regional leadership roles. Inclusive in its
design is the «3E» approach (Experience, Exposure and
Education), simulations and projects to address real business
problems. Approximately 400 high potential leaders have attended
these regionally run programs in 2014.

Our executive development offer, Lead to Achieve, Lead to Impact
and Lead to Inspire, brings multi-level leaders together and
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provides challenging, best-in-class education and exposure
opportunities for 260 global high potential leaders. This innovative
approach to leadership development has led to enhanced
leadership acumen and accelerated career advancement, ensuring
the continuity of Schneider Electric’s leadership pipeline.

The focus of leadership development in 2014 continued to be the
front line managers’ population.

Global tools and enablers

« My Learning Link »

My Learning Link, Schneider Electric’s global learning platform
which integrates e-learning, webinars, social learning, classroom
learning, assessments and full certification paths, was
progressively deployed in all countries in 2013 and took off in
2014. Academies and country-level courses are registered in My
Learning Link:

® more than 20,000 modules of learning content are available in
7 languages;
e 125,000 employees have access to the system;

® 88,000 employees followed at least one day training
(instructor-led training and digital learning) in 2014.

No managerial approval is required for employees to register for
online courses; employees are actively encouraged to take the
responsibility for developing their competencies. This platform is
instrumental in developing the skills of the workforce at all levels,
supporting business strategies by targeted leamning activities as
well as enabling them to become a stronger actor in their own
development. It is also instrumental in reaching the Group’s
objective of one day of training per employee per year, which is
part of the Planet & Society Barometer.

My Learning Link is also used to deliver online training programs to
Schneider Electric customers. In 2014, the Partner Relationship
Management (PRM) program has been deployed in 8 countries,
including a training module that provides our partners with
dedicated learning paths based on their area of expertise.

Spice

Spice is Schneider Electric’s social media platform; it also creates
a learning environment in which many internal communities can
exchange, share knowledge, experiences and documents.
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4.5 Anticipating workforce needs

As Schneider Electric’s strategy continues to evolve, the Group
has been working to widen and strengthen its Strategic Workforce
Planning practice across businesses, functions and geographies.
Since the creation of a small team dedicated to Strategic
Workforce Planning in 2011, a solid workforce planning method
has been deployed. Numerous new entities are deploying the
practice to translate their business strategies into workforce
implications. Entities which previously implemented workforce
planning are now starting to review and refresh their plans on an
annual basis and are focusing on the implementation of the
workforce actions that enable the execution of their business
strategies.

Approach

Schneider Electric’s  Strategic Workforce Planning method
systematically connects the business strategy to the key workforce
implications and enables concrete decision-making and precise
action-planning around recruiting critical roles, developing critical
competencies and evolving workforce productivity. The practice
relies on a strong collaboration between the business leader, the
human resource business partner and the finance controller. This
collaboration enables a high quality translation of the business
strategy into the most important workforce priorities and ensures
financially sustainable decisions.

The Group prioritizes the deployment of the workforce planning
practice for those businesses and functions where the strategy and
transformation drives significant implications for the workforce. For
example, a collective force encompassing the solution business
strategy, focusing on the services business, software, the Global
Supply Chain transformation and the digitization transformation,
drives the need for identifying critical gaps in the workforce.

4.6 Diversity and inclusion

The workforce planning practice emphasizes the mobilization of
the expert teams in Talent Acquisition and Learning Solutions.
Talent Acquisition supports the businesses to apply aligned
talent-sourcing strategies that ensure internal talent is identified
and leveraged, and external talent is brought in through the right
channels such as graduate recruitment or targeted experienced
recruitment for critical roles. Learning Solutions design the relevant
development paths to up-skill candidates for critical roles and
competencies as well as supporting effective onboarding and
integration of external talents into the Schneider Electric business.

Action plans

All action plans serve to make workforce planning part of
Schneider Electric’s management DNA. This means that the
deployment to new functions, businesses and countries is
continued and that existing workforce plans are continuously
refreshed and subsequently implemented. In 2013 and 2014, the
Group has, and will, continue to introduce workforce planning for
numerous country organizations in both emerging and mature
economies following a business strategy campaign that was
deployed during the year. Today, the method reaches now two
thirds of the countries where Schneider Electric operates.
Workforce planning has also been systematically applied to the
prioritized business segments with a focus on solution oriented
critical talents. Furthermore, the Group continues to make
progress with the R&D function as well as spreading the method
across the Global Supply Chain division.

Alongside the continuous deployment, a development program
has been launched for HR Business Partners and other key HR
Leaders to strengthen their business acumen and their ability to
derive workforce implications and apply aligned workforce planning
within their entities.

Approach

At Schneider Electric, diversity is an integral part of our history,
culture, and identity. Having gone through a series of acquisitions,
the Group has now operations in over 100 countries, its employees
speak more than 50 languages, and 43 percent of its workforce
comes from new economies. The first Diversity Group policy was
written in 2006 and, at the end of 2013, Schneider Electric
launched a new global Diversity & Inclusion policy. The Group
strongly believes that its success and its future depend on its
collective ability to:

o reflect worldwide and diverse marketplaces;
® boost innovation with diversified teams;

® leverage the value of the company’s diverse character and
multiple facets.
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More importantly, Schneider Electric believes that in treating all
people with respect and dignity, it strives to create and foster a
supportive and understanding environment in which all individuals
realize their maximum potential, regardless of their differences.

Diversity and inclusion commitments

The new Diversity & Inclusion policy describes how Schneider
Electric wants to welcome differences as real value for the
company and how its commitments should be addressed and
implemented across the whole company. The Group works
through three major commitments:

@ value diversity at all levels of the company;



— we want our employees to reflect the diversities of the
communities in which we operate, believing that true value
results from integrating these diversities,

— we want to achieve the same level of commitment across
the whole company, in all countries where Schneider
Electric operates,

— we work through programs that help us bridge differences
and embrace diversity to the fullest;

® ensure that diversity is integrated at all stages of the Group’s
« Total Employee Experience » (HR processes and tools);

— we want to promote equal opportunities and respect of
diversity at all levels of the Human Resources processes
and make diversity and inclusion an integral part of the
Group’s management;

e foster a culture of inclusion and respect all cultural diversities;

— we want to ensure that all employees treat others, at all
times, with dignity and respect and exhibit conduct that
reflects inclusion,

— we encourage employees to create support communities
and networks, and require them to complete annual
diversity awareness training that will enhance their
knowledge and encourage respect for others.

Scope

The Diversity & Inclusion policy applies to all Schneider Electric
entities worldwide. All Schneider Electric entities must develop
Diversity & Inclusion action plans that cover areas such as gender
and cultural diversities, while meeting local regulations and
addressing country-specific issues.

Governance

A global committee, comprising two Executive Vice-Presidents,
two Country Presidents and Senior Vice-Presidents Human
Resources, has been created to validate and promote the global
action plan.

Diversity & Inclusion ambassadors have been appointed in the top
largest countries and entities and each of them have implemented
a Diversity & Inclusion action plan. This Diversity & Inclusion core
community convenes to share best practices every two months.

Twelve countries have launched Diversity & Inclusion action plans
covering gender, culture, generations, disabilities, etc.

Communication, education and further
developments

A company-wide communication campaign was deployed to raise
awareness on the new global policy and promote the value of
having a diverse and inclusive culture.

SUSTAINABLE DEVELOPMENT
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An e-learning module was launched at the end of 2014 for all
employees to better understand diversity.

Three areas are being explored to define improvements and set up
new policies and actions:

® how to ensure the most neutral recruitment process;
® maternity leave policy;
® pay equity.

Processes and indicators

Several global processes have been developed to support
Schneider Electric’s diversity policy, e.g.:

® talent review process to detect talent and promote equality and
diversity at all levels of the company, ensuring that professional
development is based on equality;

® recruitment policies, succession planning, and access to training
pay particular attention to gender balance and new economies
representation; for example, succession planning for key
positions in the company must include at least one woman.

Under the Connect People program 2012-2014, three key
performance indicators have been set with the objective to
promote women and new economies in the talent pool and in
positions of key responsibility: the percentage of women in key
positions and in the talent pool; the latter is also included in the
Planet & Society Barometer which aimed to have women
constitute 30% of the talent pool by the end of 2014 (28%
achieved); and the percentage of Key Position Potentials and Key
Position Holders located within the new economies.

Notoriety and community commitment

Our CEO, Jean-Pascal Tricoire, has signed the CEO Statement of
Support for the Women’s Empowerment Principles (WEP). By
doing so, he has signaled his support for the overall goal of
advancing and empowering women and more specifically, the
guidance offered by the WEPs on how to empower women in the
workplace, marketplace and community. The WEPs seek to
emphasize the gender dimension of good corporate citizenship,
the UN Global Compact, and the role of businesses in sustainable
development. This commitment from Mr. Tricoire has encouraged
local Schneider Electric offices in countries around the world to
begin integrating the WEPs into their own business practices.

The Country Presidents of Schneider Electric India, China, Canada,
ltaly, Turkey, Germany, Vietnam, the US and France have also
signed a statement of support. Signers of the CEO Statement
underscore that equal treatment of women and men is not just the
right thing to do; it is also good for business and should be a
corporate priority.
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A strong focus on gender diversity

In its Diversity & Inclusion policy, Schneider Electric places
particular emphasis on equal career management for men and
women as the best means to develop the values and skills required
to meet the economic and societal challenges of the 215 century.
Schneider Electric shares the conviction that gender differences in
the workplace (leadership style and personality among others)
complement each other, foster innovation and provide a wealth of
benefits to customers.

The Women @ Schneider Global Initiative was launched in 2012
and is based on two main pillars: programs supporting women’s
professional development and programs educating leaders.

The Women @ Schneider Global Initiative has 4 main objectives:

® become a distinctively attractive workplace for women;

® engage more women in top positions of the company;

® support and develop young talented women in their career;
® pbecome a gender balanced company.

Programs supporting women’s professional
development

A specific program, « Women in leadership » (3 days’ coaching),
has been deployed in three regions (Asia, Europe and North
America). By end-2014, more than 300 women have attended this
program.

More than 10 Schneider Electric local women networks have been
created in different parts of the world.

Leaders’ commitment

A half-day seminar focusing on gender balance, Gender Workshop
for leaders, was launched in 2010 with the Executive Committee
members and their teams. It has since then been deployed
targeting the Management Committees of the main entities and
main countries; this cascading process started in Asia at the end
of 2012 with 150 leaders; in 2013 and 2014, 180 leaders have
attended this workshop, including leaders from ltaly, Turkey, US,
Purchasing, Global Supply Chain leadership teams, and Partners
team.

Nationalities

Schneider Electric has always promoted cultural diversity and
inclusion as a key enabler of the strategy.

In 2014, five nationalities are represented within the Executive
Committee (French, American, Spanish, German and Chinese).
The Group also focuses on diversity of nationalities for Country
Presidents, expatriates, and all employees.

Emphasis is also placed on representation of new economies
within the Group’s talent pool.
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Focus on France

In France, diversity and inclusion are longstanding priorities and a
strategic asset.

Diversity and equal employment opportunity
for men/women

Equality between women and men is a major issue that has been
addressed in France since 2004 with the signing of the Diversity
Charter. The main objective is to deepen the commitment of men
and women by ensuring that HR policies are favorable to the
development of their careers.

In France, Schneider Electric signed an initial agreement in favor of
equal employment opportunity for men and women for Schneider
Electric Industries and Schneider Electric France (SEI/SEF) in
December 2004. This agreement, which was renegotiated and
signed in 2012, sets 5 priorities:

® training: ensuring equal access to training and ensuring the
employability of all employees, both men and women;

® equal pay for men/women: salary equality is fundamental to the
equality of treatment that Schneider Electric is committed to
guaranteeing for all its employees, both men and women. In
France, this commitment has been put into action since 2006 by
allocating an annual budget (0.1% of the salary total) dedicated
to fixing gender salary gaps. In 2011, Schneider Electric
designed an innovative methodology to analyze remunerations
versus competencies, responsibilities and the career path. This
methodology, renewed in 2012 and 2014, identified
1,067 people whose salary had been increased (21% of the
women and 7% of the men);

e professional development: ensuring equal treatment in the
promotion of all employees and ensuring equity of access to
positions of responsibility;

e work-life balance: supporting measures and mechanisms
designed to enhance private life and parenthood:

— flexible work schedules that can be adjusted according to
periods in which presence at the workplace is obligatory,

— regular or occasional telecommuting, and part-time
schedules, accessible under certain conditions,

— concierge services developed by Site Management,

— best practices every day: scheduling meetings between
9am. and 6 p.m., except for emergencies or specific
activities, taking into account the days on which part-time
employees are present for team meetings, complying with a
minimum notice period of one week for trips of several days
(seminar, show, forum, etc.),

— daycares: 78 reserved places for children under 3 in the
inter-company daycare, a partner of Schneider Electric (Les
Petits Chaperons Rouges);

e communication and awareness: developing the support
necessary for a better understanding of practices that enhance
workplace equality between men and women. A guide to
gender equality and a guide to parenting were created in 2014.



In 2007, Schneider Electric received the Employment Opportunity
for Men and Women label awarded by AFNOR Certification
(SEI/SEF scope). Awarded for a period of three years, this label
was renewed in November 2010 and June 2014.

Schneider Electric has also been a signatory to the Parenthood
Charter since March 2008, and signed partnership with the
Ministry of Women’s Rights for the development of professional
equality in France in April 2013.

Disability
To ensure equal opportunities for those with disabilities, all the
Group’s teams cooperate to change behavior, improve practices,

and involve all personnel in actively providing equal opportunities
for the disabled:

e the Recruitment and Mobility Unit utilizes partner firms and
monitors compliance with equal treatment at all stages of the
recruitment process;

e the Occupational Health Department is responsible for
preventing individual and group disabling situations (ergonomics,
desktop adaptation, musculoskeletal risks, etc.), retaining
disabled employees and disability compensation;

e the Purchasing Department specifies its requirements to
temporary employment agencies and ensures compliance with
commitments in terms of subcontracting to the protected
employment sector.

Schneider Electric signed a new Disability Agreement in France in
December 2012. Within the scope of this Agreement, Schneider
Electric committed to a voluntary approach to improve all of its
industrial and tertiary establishments in France and make them
accessible. In compliance with the French law of 2005 promoting
the principle of equal access to all and for all, the program
encompasses:

® carrying out an audit of existing sites;
® ensuring compliance with and going beyond legislation;

e taking account of accessibility for people with disabilities in
future construction and renovation projects;

® making expert occupations more professional in terms of
disability access;

e constantly working for improvement using a measurement
indicator: the accessibility index.

In 2014, 100% of the production and commercial sites were
audited for accessibility for the disabled and a continuous

4.7 Compensation and Benefits

SUSTAINABLE DEVELOPMENT
COMMITTED TO AND ON BEHALF OF EMPLOYEES

improvement process was been implemented with the Directors of
the sites.

In 2014, 15 people with disabilities were recruited on work-study
contracts and 3 on permanent contracts. In all, employees with
disabilities accounted for 6.06% of employment at
Schneider Electric in France in 2014, 2.91% of these in indirect
employment (subcontracting to the protected and adapted sector)
and 3.15% in direct employment.

Schneider Electric subcontracts to the Etablissements et Services
d’Aide par le Travail (ESAT - Assistance through Employment
Entities and Services) for industrial work, landscaping services,
catering and seminars. In Europe, the amount subcontracted to
the protected employment sector represents EUR33 million
in 2014, including: EUR16 million in France, EUR11.6 million in
Spain, and EUR5.4 million in other European countries. In 2014, a
new dynamic for subcontracting services was launched in France:
new development opportunities were identified and are beginning
to bear fruit to increase results in 2015.

Generational and origins diversity

Schneider Electric wants to capitalize on the younger generations
by giving a chance to all, especially low-skilled youth who are
unemployed or from disadvantaged areas. In addition, Schneider
Electric also wants to enable seniors to share their skills and
explore new prospects for change and for their careers. To achieve
these goals, in 2013 Schneider Electric signed:

e the Intergenerational Device Agreement, a commitment in favor
of the young and seniors’ employment and in support of the
transfer of knowledge and skills;

® the agreement on apprenticeship (renewal), which sets broad
guidelines for the use of work-study contracts, sets out the
financial conditions for the support of the work-study
participants and provides increased means to better support its
SpONSOr’s mission;

® the « Jobs of the Future » (Emplois d’Avenir) Agreement signed
with the Ministry of Labor, Employment and Social Dialog, which
is in favor of recruiting for 70 « Jobs of the Future » (Emplois
d’Avenir) between 2013 and 2014 in favor of young people or
low-skilled people;

e the Businesses and Neighborhoods (Entreprises et Quartiers)
Agreement (2014-2015) signed with the Minister Delegate for
Urban Affairs, in which Schneider Electric strengthens its actions
in favor of enabling people in difficult situations (unemployment,
social exclusion, school dropouts, etc.) to enter the workforce
and develop assistance in disadvantaged areas.

Approach

Schneider Electric is committed in providing a competitive and
comprehensive compensation and benefits offering that is cost
effective in each market and country in which the Group operates
in order to attract, motivate and retain talents.

Schneider Electric ensures that all compensation and benefits
decisions and policies are based on the principles of fairness,
equity and non-discrimination.

Compensation

Schneider Electric rewards employees’ contributions based on a
pay-for-performance principle, competitive market positioning and
scarcity of skills. Industry market data is gathered on a country
basis via third-party surveys to support compensation decisions.

Schneider Electric has built and implemented global job
architecture to support and align Rewards and Human Resources
programs so that Schneider Electric can develop and move talents
across different businesses and geographies.

In line with the Group’s pay-for-performance philosophy, the
compensation structure can include fixed and variable elements.
The short-term variable element is made up of individual and
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collective performance criteria and is designed to foster a sense of
belonging and collaboration. The long-term variable component is
discretionary and is designed to motivate and retain specific
groups of targeted employees who demonstrate potential and
possess critical skills.

Benefits

Benefits are an essential component of the Group’s reward offering
and reflect the diverse needs of its employees.

Since employee benefit plans can vary significantly between
countries due to different levels of social benefits provisions and
diverse tax and legal regulations, Schneider Electric’s benefits
approach is primarily country-driven.

Schneider Electric has a Benefits and Pension Funds Corporate
Committee whose responsibilities are to review Benefits Policy
Principles compliance and evolution and to monitor asset return
and validate investments long term strategy both at a corporate
and country level. This Committee meets twice a year.

All compensation and benefits policies follow local statutory and
collective agreements.

Employee Health and Welfare policy principles

One of Schneider Electric’'s underlying benefit objectives is to
protect the basic health and welfare of all of its employees and to
provide adequate security to their dependents in the event of their
death. In practice, this means that Schneider Electric will offer a
global security standard to ensure that at least a multiple
equivalent to one year's salary is paid to an employee’s
dependents in the event of their death by any cause.

In 2014, Human Resources and the local business have continued
to actively track the agreed deployment roadmap in order to
ensure full compliance in the first quarter of 2015.

Sustainable development criteriain
performance incentives

Since 2011, sustainable development components have been
added to the personal performance incentives of all members of
the Executive Committee. When possible, these components are
directly linked to the Planet & Society Barometer targets. They are
personalized according to the areas of involvement for each (e.g.,
Green Premium targets for the members of the Executive
Committee in charge of the activities).

Sustainable development criteria also apply to the main zone and
country Presidents (10 in 2014) and to the Heads of central
functions (Finance, HR and Business Development) in the Global
Operations. For all the other Country Presidents, it is not a
personal objective in their bonus, but it is part of their key
objectives for their annual performance.

88 2014 REGISTRATION DOCUMENT SCHNEIDER ELECTRIC

The sustainable development criteria are then cascaded into the
teams if relevant and decided. For example, since 2010, the CO,
reduction targets have been taken into account for the
performance incentives of all Global Supply Chain personnel who
receive a bonus and involved in these projects; all Purchasing
personnel who receive a bonus have the sustainable purchasing
KPI of the Planet & Society Barometer in their performance
incentives; and the reduction in the occupational accidents
Severity Rate and in the Medical Incident Rate is taken into
account for the performance incentives of all managers at industrial
sites and logistics centers who receive a bonus.

Since December 2011, a portion of the award under the annual
long term incentive plan that will be definitely granted at time of
vesting is subject to the achievement of a sustainable development
target. This target is defined as the Planet & Society Barometer
score at the end of the year following the annual grant (% score at
the end of 2014 for 2013 annual grant). As a reminder, the Planet
& Society Barometer is published externally and its components
are audited.

In June 2012, the profit-sharing incentive plan was signed for the
years 2012-2014 for the French entities Schneider Electric
Industries and Schneider Electric France. For the first time, the
allocation of profit-sharing for the employees of these entities
includes achieving the annual targets of the Planet & Society
Barometer. The reduction in the occupational accidents Severity
Rate is also taken into account in the profit-sharing incentive plans
of 12 other French entities.

Employee share ownership

Schneider Electric believes that employee share ownership is
instrumental in strengthening companies’ capital (both financial and
human), and that employee shareholders are long-term partners.

The Group has been building an international employee
shareholder base since 1995 that is representative of the Group’s
diversity. Employees should hold around 5% of the capital in 2015.
Employees in 60 countries have already benefited from a share
ownership plan over the years.

Employee share ownership plan 2014

Schneider Electric has ramped up its in-house communication to
employees to ensure that they have a clear understanding of the
challenges facing the company, its policy and its financial results.
In recognition of its communication efforts, Schneider Electric was
awarded the 2013 prize for the quality of information and training
to employee shareholders and employee shareholder
representatives by FAS (Fédération Francaise des Associations
d’Actionnaires Salariés et Anciens Salariés). In view of the
dynamism of the employee share ownership program, the « 2014
Plan » was again enlarged and proposed in 38 countries. More
than 41,000 employees subscribed shares for a total of
EUR205 million with nearly 11,000 new investors.



The employee shareholding at December 31, 2014 represented:

® 4.01% of Schneider Electric SE’s capital and 6.26% of the
voting rights;
® over 62% of the employees worldwide.

In 2015, the Group expects to launch a new global Plan which will
cover 120,000 employees in 33 countries.

Socially responsible investment fund

In NovemerZOOQ, Schneider Electric created the «Fund
Schneider Energie Solidaire » (a dedicated mutual fund).

4.8 Social dialogue and relations
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Information sessions on this fund are held on a regular basis,
providing the opportunity for employees in France to learn about
and contribute to the ideas and actions of Schneider Electric
outlined in its Access to Energy program (see pages 91-95).

Investment in this fund has reached EUR9 million, thereby enabling
5,000 employees to take part in social welfare projects in France
and abroad which have been developed as part of the Access to
Energy program.

Approach

Schneider Electric considers freedom of association and collective
bargaining as fundamental rights that must be respected
everywhere and therefore commits in its «Principles of
Responsibility » to complying with local law in every country where
it operates. Updated in 2013, this common reference shared with
all Schneider Electric’s employees worldwide relies on the 10
principles of the Global Compact, the corporate governance
principles, the Guiding Principles of the Organization for Economic
Cooperation and Development, the Universal Declaration of
Human Rights and the International Labor Standards.

The respect of trade union right is expressly mentioned on page 10
of the Principles of Responsibility, through Principle 3 of the Global
Compact: « Businesses should uphold the freedom of association
and the effective recognition of the right to collective bargaining ».
The « Principles of Responsibility » is communicated on a global
basis to all employees of Schneider Electric.

Social dialogue is managed at country level by the HR leaders with
the employee representative bodies and unions, and at
transnational level with the European Works Council which covers
most of geographical Europe. Social dialogue is also taken into
consideration by our social reporting system, where local HR
teams report the presence of trade unions, works councils and
Health and Safety Committees every year.

While changing the corporate form of its parent company,
Schneider Electric SA, into a European Company (« Société
Européenne »), Schneider Electric negotiated an agreement with
employee representatives of European countries about the
involvement of these countries’ employees in the company’s
decision-making processes, thus reaffirming its commitment to
promote social dialogue at international level.

Action plans in major localizations

European Works Council (EWC)

In 2014, Schneider Electric General Meeting of Shareholders
decided to transform the corporate form of Schneider Electric SA
into a European Company. This change of corporate form, which
eventually occurred in June 2014, was made possible after the
negotiation of the « Agreement on the information, consultation
and participation of Schneider Electric employees in Europe », with
employee representatives from all European countries.

This agreement, which was approved by a vast majority of
negotiators, set out a new European Works Council with extended

powers and means, and introduced the participation of European
employee representatives at board of directors’ level. It replaced
the existing European Works Council.

This European channel for dialogue aims at enabling the
management to make more efficient decisions by giving employee
representatives the opportunity to be informed of such decisions
and to understand their reasons, as well as to put forward
proposals to supplement or improve them.

It has also fostered the emergence of a strong identity, combining
different cultures and having the common aim of working towards
social and economic progress within the companies in the Group at
European level. The European Works Council covers all European
Economic Area countries (hence all EU member states) and
Switzerland, for a total employee number of more than 50,000.

In 2014, the European Works Councils (before and after the
transformation into a European Company) met eleven times,
including nine Core Council meetings and two plenary sessions.
This allowed an active social dialogue at European level all along
the year, as well as in-depth discussion on key topics. The June
plenary session hosted presentations by five Executive Committee
members among which Schneider Electric’s CEO.

Group Works Council, France

Schneider Electric’s French Group Works Council is a forum for
economic, financial and social dialogue between senior
management and the representatives of the employees from all
French subsidiaries.

In 2014, the Group Works Council for France enhanced its
transversal information and understanding of business stakes and
strategy of Schneider Electric, through six meetings during the year
which dealt, among other topics, with Schneider Electric’s
industrial policy and organization.

For the same purposes, the Group Works Council also visited
Rectiphase plant near Annecy and 38LL site in Grenoble.

Social dialogue in the United States

In North America, regular communication takes place with both
union and non-union employees on key business topics and trends
affecting their jobs. Company officials meet on a semi-annual basis
with key international union leaders to inform them of competitive
issues impacting the company’s business, and to ensure alignment
with the company’s business strategies and challenges, on a local,
regional and global basis.
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During the 4™ quarter of 2014, a three year coordinated bargaining
agreement was reached with the three international unions in the
United States. Union agreements were also ratified with employees
at Juno Lighting Group. Meetings are held twice a year with the
international  representatives of these wunions to maintain
communications and to review business strategies.

Social dialogue in Mexico

In Mexico, Schneider Electric leaders have regular communication
with the employees on topics related to their jobs: this
communication takes place in different ways, including large
communication meetings and small group conversations. There is
also continuous communication with the Union leaders and
delegates of four national Unions which represent unionized
employees. Schneider Electric keeps them informed of internal and
external issues impacting the company’s results, listens to their
concerns and looks for alignment with the company strategy and
challenges. Schneider Electric and the Unions review the collective
contract every year.

In 2014, Schneider Electric Mexico was certified by CEMEFI as a
« Socially Responsible Company ». The mission of CEMEFI is to
foster and enhance the culture of philanthropy and social
responsibility in Mexico and strengthen the organized and active
participation of society in solving community problems. Different
topics are evaluated during the certification process, including
active labor relations points. This certification confirms previous
awards that had been granted to Schneider Electric Mexico around
social responsibility, diversity and family policy in the previous
years. Also, one major Mexican plant was part of an audit
according the EICC Code, confirming its compliance on social,
environmental and ethical standards.

Social dialogue in China

The Group has 39 entities and over 100 sites in China. Unions are
set up in 23 of them. Unions give input in the review of the local
policy relating to employees’ remuneration. Unions also take a key
role in leading employee events and activities. The Group has
discussed the collective contract with Unions for several plants.
Four entities have already signed the collective contract.

Social dialogue in India

Schneider Electric India has a strong social dialogue culture with
both unionized and non-unionized employees. In 2014, Schneider
Electric India has had cordial Industrial relations throughout its
factories.
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This harmony has been achieved through time-tested collective
bargaining process involving Unions or Workers Representative
Committees. In some of the units where there is no recognized
unions, this bargaining process is continued with elected Employee
Committees such as Welfare (Works Committee), Health & Safety,
Canteen, Sports, Transport, etc., including a special committee for
women employees (fully compliant to the prevention of sexual
harassment as per local laws, duly represented by external women
leaders with legal background). These committees provide a
platform for employees to represent their concerns, collective
grievances and workplace related issues to the management. All
employee engagement programs are run through these
committees with the active participation of every employee.

The process of social dialogue also includes employee
communication in small groups as well as through Town Hall
communication on Company performance, strategy and
challenges.

Child Labor & Human Rights

Schneider Electric commits in its « Principles of Responsibility » to
complying with local law in every country where it operates.
Updated in 2013, this common reference shared with all Schneider
Electric’s employees worldwide relies on the 10 principles of the
Global Compact, the Guiding Principles of the Organization for
Economic  Cooperation and Development, the Universal
Declaration of Human Rights and the International Labor
Standards.

Regarding Child Labor & Human Rights in particular, Schneider
Electric’s Principles of Responsibility mention explicitly the first,
second and fifth principle of the Global Compact, which
respectively provide that « Businesses should support and respect
the protection of internationally proclaimed human rights, Make
sure that they are not complicit in human rights abuses » and that
businesses should uphold « the effective abolition of child labor. »

The application of these principles is ensured by a management
system including the worldwide deployment of a training module
that all employees must undergo an ethical alert process to report
and prevent any breach. At country level, each Country President
is accountable for Schneider Electric’s compliance with the
country’s regulations and must ensure a follow-up of the potential
evolutions of these regulations to maintain compliance.

In its purchasing strategy, Schneider Electric has defined « off-limit
situations » at suppliers’; child labor is one of them. These
situations are unacceptable for a Schneider Electric supplier.
Processes and training are being deployed among the purchasing
function to learn how to detect these situations and react when
facing an ethical dilemma.
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SCHNEIDER ELECTRIC, AN ECO-CITIZEN COMPANY

> 5. Schneider Electric, an eco-citizen

company

Schneider Electric has always been committed to playing an active
role in the economic development of the communities in which it
has a presence. This is reflected in the substantial involvement of
the Group and its employees in supporting communities,

5.1 Accessto Energy program

particularly through its Access to Energy program, its Foundation
and the «Schneider Electric Teachers» NGO, and by its
commitment to helping people to enter the workforce.

Context and aims

In today’s world, 1.3 billion™ people, approximately 300 million
households, do not have access to electricity; 590 million of these
live in Sub-Saharan Africa, 293 million in India, 88 million in
Bangladesh, 63 million in Indonesia and 56 million in Pakistan.

In general, these disadvantaged people live on less than 2 US
dollars per day.

Their families’ energy costs may run to more than USD 15 per
month. Improved access to energy not only improves quality of life,
but also facilitates access to healthcare, education and
development for those who need it most.

Through its Access to Energy program, Schneider Electric wants
to play a major role in helping underprivileged people to gain
access to electricity.

Schneider Electric is involved in three specific areas:

® Investment: manage an investment fund for business

development in the electricity sector;

e Offer: design and deliver electrical distribution solutions for
disadvantaged people;

® Training: help provide training for young adults looking to enter
the electricity sector. This philanthropic effort benefits from the
commitment of the Schneider Electric Foundation and its
employees’ contributions.

Created in 2008 and launched in 2009, the Access to Energy
program illustrates Schneider Electric’s desire to create a virtuous
circle combining business, innovation and social responsibility.

(1) Source: International Energy Agency — World Energy Outlook 2013.

Organization

Management

The program is managed by the Sustainable Development
Department. The program management team is now spread
equally between France and India:

® an Access to Energy solutions Business Development Director;
e an Offering Creation Director based in Bangalore (India);

® a Social Investment Director, who manages the Schneider
Electric Energy Access social welfare fund;

a Training Programs Director;

Access to Energy correspondents in key countries (India,
Senegal, Nigeria, South Africa, Brazil, etc.).

Rollout

The Access to Energy program operates through its local presence
in the countries concerned by the energy access problem to
achieve its goals. With a few rare exceptions, all projects initiated
benefit from monitoring by employees of Schneider Electric entities
operating in the countries concermned. These employees constitute
a network of key contact people for the design, management and
monitoring of projects.

Their involvement may be part time or full time. They contribute
their knowledge of the local context (organization of civil society,
local authorities, the private sector, etc.) and guarantee that the
project is aligned with local needs. Their presence is of crucial
importance for the long-term oversight of projects in which
Schneider Electric is involved. The main areas targeted by the
program are India, Bangladesh, China, South Asia, Sub-Saharan
Africa and South America.
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For this section, three key performance indicators were set in the Planet & Society Barometer for the duration of the Connect program

(2012-2014):

Objectives for Year-End-2014 2014 2013 2012 2011
1. 1 million households at the Base of the Pyramid have access to energy 1,095,806 A 695,685 344,441 -
2. 30,000 people at the Base of the Pyramid trained in energy

management 60,232 A 32,602 10,517 -
3. 300 missions with the « Schneider Electric Teachers » NGO 460 A 228 66 -

The 2011 performance serves as a starting value for the Planet & Society Barometer of the Connect program between 2012 and 20174.

A 2014 audited indicators.

Please refer to pages 101 to 104 for the methodological presentation of indicators and the following pages for the analysis of the results

(pages 93-95 for indicator 1, 95 for indicator 2 and 97 for indicator 3).

Social investment

In July 2009, Schneider Electric announced the creation of a
global social welfare investment fund called Schneider Electric
Energy Access (SEEA), with an initial capital of EUR3 million.

On December 31, 2014, the following amounts were managed by
the fund:

e FURS,000,000 in capital invested by Schneider Electric;

e FUR1,700,000 invested by Schneider Energie Sicav Solidaire
(of which EUR500,000 in capital);

e FUR200,000 in capital invested by Phitrust Partenaires.

Approach

Created with the support of the Crédit Coopératif, the fund’s
mission is to support the development of entrepreneurial initiatives
worldwide that will help the poorest populations obtain access to
energy. It will invest in specific projects:

® help jobless individuals create businesses in electricity;

e the development of businesses that fight against fuel poverty in
Europe by promoting energy efficiency and the provision of
efficient housing;

e promote the development of businesses that provide access to
energy in rural or suburban areas in developing countries;

® support the deployment of innovative energy access solutions
that use renewable energies for underprivileged people.

The SEEA fund brings together different stakeholders by
encouraging Schneider Electric’s employees and business
partners around the world to play an active role in this
commitment. This social welfare investment structure, designed
by Schneider Electric to promote responsible development,
constitutes a response to new French legislation on employee
savings plans. At the end of 2014, 5,000 Group employees in
France showed their interest in the Access to Energy program by
investing EUR9 million.

The aim of the SEEA fund is to promote development while
protecting the assets under management. Accordingly, it has
adopted strict management rules, such as:

@ always invest in partnerships with recognized players;

® never take a majority shareholding;

® always ensure sustained company support (help develop a

business plan, technical advice, etc.) to deliver the optimum
social efficacy while minimizing risk.
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Action plans

Investments in France

La Fonciére Chénelet is a Chénelet Group employment
opportunity company formed to counter energy precariousness by
creating energy-efficient social housing. Moreover, construction
sites bring together employment opportunity companies and
conventional firms to promote rehiring of the unemployed.

SIDI (International Solidarity for Development and Investment) is
an investment fund that assigns priority to the impact on
development rather than return. The fund is an important partner
of SEEA and is particularly active in the microfinance sector.

LVD Energie (formerly Solasyst) is a company of « La Varappe »
employment opportunity group based in Aubagne, France. This
company has developed a range of efficient and environmentally
friendly buildings on the basis of recycled shipping containers. An
initial project of housing units for people entering the workforce
was exhibited in Versailles (France) at the « Solar Decathlon »
event. Following this exhibition, the housing units were installed in
Lyon by « Habitat for Humanity » as housing for people entering
the workforce.

Partnership with ADIE

In 2010, Schneider Electric set up a project in partnership with the
Association pour le Droit & ['lnitiative Economique (ADIE) to help
entrepreneurs start businesses in the electricity sector. The goal is
three-fold:

® help individuals who have, in some cases, been out of the
workforce for several years to create their own jobs in a
promising industry;

e contribute to the local economy;

e promote the electricity sector.

The project targets entrepreneurs and project sponsors who do
not have access to bank loans, notably the unemployed and
low-income individuals. Schneider Electric and Schneider
Initiatives  Entrepreneurs, an association that nurtures spin-offs,
finance part of the microloans granted to electrical businesses
through ADIE. In 2014, SEEA helped refinance 120 loans.
Schneider Electric’s French Sales Division has also created a pact
with dedicated technical training resources combined with
support from a local sales representative to help these
entrepreneurs.



International investments

One transaction was concluded as part of the SEEA international
portfolio in 2014:

® SunFunder is an innovative financing company specializing in
companies seeking to increase energy access in sub-Saharan
Africa and emerging countries. It has a range of unique and
diverse funding offers through an online platform for
participatory financing and debt funds for institutional investors.
It has recognized expertise in monitoring and selecting projects
based on a rigorous selection process and measurement of the
social impact through an online platform.

This was an investment of EUR1,900,000 as part of the SEEA
international portfolio, or about 80% of the allocation. SEEA is not
planning any further investment in this portfolio but will continue to
support the development of the companies in the portfolio.

This international investment follows up on transactions carried
out since 2011:

e Kayer SARL, a Senegalese company involved in the distribution
of solar systems in rural areas. Its offering includes solar homes
systems (SHS) as well as collective systems for supplying
irrigation pumps or agricultural windmills;

e Simpa Networks, a company based in Bangalore (India) whose
business is to make individual solar systems available to
disadvantaged people through a specifically developed
prepayment system. Simpa relies on a network of partners
such as Selco to distribute the systems;

® One Degree Solar, a company that designs and distributes
small, inexpensive solar systems in Kenya. These systems
enable users to benefit from lighting and to recharge their cell
phones;

® Fenix International, a company that designs and distributes
solar systems in Uganda, enabling users to develop a cell
phone charging business. This company has established
distribution agreements with mobile operators and has
developed a prepayment offering;

® | umos International, a company that designs and distributes
medium-power solar systems intended to provide users with
enough energy to power household appliances such as fans or
televisions. These systems are intended to be distributed by
mobile operators.

Offerings and business models

Approach

Innovation for Schneider Electric starts with the local needs and
the socio-economic context of those with little or no access to
clean, healthy and reliable electricity. With this in mind, the chief
aims of its offerings and business models are to:

e respond to the energy needs of villages to support sustainable
economic and social activity;

® include and involve local populations in projects to guarantee
their sustainability in the long term.

Schneider Electric sets out to provide comprehensive energy
access solutions that support revenue-generating entrepreneurial
activities, foster community services or meet domestic needs.
Products and solutions are developed to meet a range of both
individual and community needs across the energy chain, from
lighting systems and charging equipment to decentralized small
power plants and water pumping systems.

SUSTAINABLE DEVELOPMENT
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Action plans

Offer a wide range of services for all energy access
needs

Individual lighting: In a program to extend access to energy,
lighting is one of the first vital needs expressed by population
groups denied access or reliable access to the electricity grid.
Lighting makes it possible to study after the sun has gone down
and to extend entrepreneurial activities into the evening. Building
on its success in 2010 with the development of Homaya In-Diya, a
low-power, very low cost, solar home lighting system, the offering
was completed in 2013 with the launch of the Mobiya TS120S
lamp, which resulted from collaboration on technical specifications
with the Total Access To Solar teams. Mobiya TS120S is a
portable solar light-emitting diode (LED) lamp that is both robust
and affordable and offers up to 48 hours of lighting without
recharging. Its shape and ergonomic grip allows you to position
the lamp in seven different ways to adapt to various situations in
daily life: practical activities such as lighting a room or a targeted
area, marking a route, cooking, sewing, reading and charging a
cell phone. Its original design has already won three awards.

Individual electrification: Solar Home Systems (SHS) guarantee
domestic households and small entrepreneurs’ access to
electricity for their day-to-day or income-generating activities. The
central component of the SHS is the solar charge controller for
connecting photovoltaic cells and batteries for powering small
direct-current devices such as fans, radios or televisions, as well
as low-consumption LED lamps and cell phone recharging. In
2014, the Access to Energy program extended its offering to
provide a range of SHS dedicated to individual income-generating
activities requiring higher-power alternating-current equipment
(miller, tailor, hairdresser, restaurant, grocery, cinema, etc.).

Collective electrification: Schneider Electric originally developed
Villaya Villasol, a micro solar power plant dedicated to the
electrification of remote villages to meet collective needs, both
domestic and entrepreneurial. In 2012, its range was extended
with Villaya Villasmart, a micro hybrid power plant for optimized
management of an energy source derived from an
engine-generator through a combination of photovoltaic cells.

The collaborative MICROSOL research project, which began in
November 2011, aims to develop a unique and modular standard
technology for the simultaneous production of electricity, potable
water and heat primarily for the benefit of micro-industries located
in rural areas in countries with strong sunlight and direct radiation,
with Africa as the top priority. The project, led by Schneider
Electric, brings together nine public and industrial partners and is
supported by ADEME. Based on solar thermal technology, this
type of micro power plant has the advantage of being
environmentally friendly. In November 2013, the MICROSOL
project consortium opened the CEA (Atomic Energy Center) in
Cadarache, the demonstrator of its energy access solution. While
capitalizing on the three years of the project, the first live pilot site
on the African continent is planned for 2016.

Community energy services: The development of energy
services helps bring added value to the users in a community.
With its range of charging equipment for the Homaya In-Diya
lighting systems, Schneider Electric has extended its offering with
solar water pumping solutions and public lighting.

The Villaya Water of the Sun solution, launched in 2012, is an
automatic solar water pumping system designed to provide water
at a reasonable price to people with limited or no access to
electricity. It uses an advanced ATV312 Solar variable speed drive
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to regulate the speed of a three-phase engine depending on the
energy supplied by the solar panels. Adaptable to all types of
pumps, surface or submerged, using the Water of the Sun
solution ensures greater system reliability, simplified plumbing and
reduced maintenance. In 2013, several solutions were installed in
India and Africa as part of collective electrification projects.

Villaya Lampadaires Solaires solutions have been marketed since
2014 to provide public lighting with standalone LEDs in isolated
locations. Based on an intelligent energy management system,
the streetlights guarantee uninterrupted lighting, even in cases of
low levels of sunlight. Their « Plug and Play » design with resistant
NiMH batteries is particularly suited to the tropical environment
and can withstand high temperatures.

Training offering: For Schneider Electric, professionals must be
supported by training in energy management from educational
institutions  through to vocational and continuing education
worldwide. In partnership with Schneider Electric Training and
Access to Energy Training teams, an affordable range of Access
to Energy Education teaching models and teaching tools has
been developed to meet the needs of training organizations,
particularly in emerging countries. The training offering covers the
management of high and low voltage electrical distribution,
building management, global energy management and process
and machine management.

Ensure that the sustainable economic models are
adapted to local contexts

Last mile distribution: Individual and residential products are
deployed through our distribution networks, subsidiaries, and a
number of NGOs and businesses in the sector of developing
access to electricity. This new system is available practically
everywhere in the world. Partnerships have been set up with local
institutions and organizations to optimize deployment of the
product and to target the poorest communities.

Partnerships: In2011, Schneider Electric established a
partnership with the Grameen Shakti organization based in
Bangladesh. Schneider Electric aims to supply lighting products
and power control systems that respond to the demand from
Grameen Shakti. In the middle of 2013, Schneider Electric and the
Philippine NGO Gawad Kalinga entered into a partnership to
develop access to electricity in rural communities in the
Philippines. Combining the social expertise of the NGO and the
technical and economic expertise of the Access to Energy
program, the partnership aims to support farmers, electrify remote
villages, promote the production and intelligent management of
energy for the association’s « Enchanted Farms », and train and
support local entrepreneurs in the field of energy access.

Microfinance: Microcredit enables individuals and small
businesses with low or irregular incomes to finance the purchase
of solar lighting or individual electrification solutions for economic
development. At the end of 2013, Schneider Electric, in
partnership with the PAMIGA (Participatory Microfinance Group
for Africa) association, launched the « Energy and Microfinance »
project in Cameroon, Ethiopia and Tanzania. Schneider Electric
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provides solutions adapted to the needs identified by microfinance
institutions (MFls) that are members of the PAMIGA network, and
engages its local partners (distributors, integrators, installers) to
ensure the availability of affordable solutions to customers of MFls,
combined with high-quality service. Two types of loans are offered
to MFI customers: « lighting » credits that offer low-consumption
solar energy lighting solutions, and « energy » credits for providing
solar solutions tailored to the needs of an income-generating
activity. That same year, the project was selected among 20
projects selected to participate in « Forum Africa - 100 innovations
for sustainable development » on the initiative of the French
Ministry of Foreign Affairs, under the leadership of the Deputy
Minister for Development, in partnership with the French
Development Agency (AFD).

Micro-entrepreneurship: In India, Schneider Electric deploys an
energy service sales model through the creation of a network of
battery-charging entrepreneurs for the low-consumption lighting
system In-Diya. In 2012, the network of more than 120 selected
volunteer entrepreneurs at the start of a basic electrician training
program  offered this rental service to more than
1,000 households. In 2013, the project partnered with Indian
associations focused on the « Village Level Entrepreneurs » model
to allow its entrepreneurs to add a solar product distribution
service to improve their income. The program guarantees them a
logistics network necessary for their activity and provides them
with technical and entrepreneurial training throughout the
subcontinent. Based on this success, in 2014, Schneider Electric
partnered with Golden Key Company (GKC) in Myanmar to form
« Village Electrification Consultants », which establish their point of
sale of energy access products in their villages, advise villagers on
domestic electrification and provide maintenance of installed
products.

Decentralized rural electrification: Rural electrification continues
following the success of the projects launched since 2009 in
Madagascar, Vietnam, Senegal, Cameroon, Egypt and Brazil.
Schneider Electric provides expertise to municipalities for defining
energy needs, sizing electrification solutions, mobilization of local
partners for installation, and training of maintenance and
after-sales service agents. The success of the electrification of a
village in Nigeria in Ogun Province led to the electrification of
16 other villages in the same province. Schneider Electric set up
off-grid solar power stations that powered community buildings
and charging equipment. In 2014, the village of Baghagha in
Casamance, Senegal was equipped with two Villaya Villasol micro
solar power plants that provide electricity to the school and the
health center, and a battery charging station for lighting and cell
phones in domestic households. All micro-units are managed by
an entrepreneur located within the community and trained by
Schneider Electric to ensure maintenance and economic viability
in the long term. In 2014, Schneider Electric partnered with
Golden Key Company (GKC) in Myanmar to electrify three villages
in the province of Irrawady. 675 households have been electrified
through an experimental microarray solar solution, all direct
current that enables them to power two LED lights, a cell phone
charger and a radio 24 hours a day.



Training

Approach

The key challenge of training in the energy sector is to provide
underprivileged people with the knowledge and skills to be able to
carry out the task given to them in a safe and responsible way, as
well as providing their families with the means for suitable
subsistence.

It will also give them the ability, should they wish, to sell and
maintain energy access offerings and to create their own small
business in time.

Furthermore they are a vital and indispensable element for all
responsible and sustainable rural electrification policies.

Schneider Electric’s strategy for training in the energy sector of
disadvantaged people includes three key priorities:

e a few months of basic training, free and accessible to a large
number of people; full-time or evening and weekend courses to
be able to better adapt to the local situation; these training
courses lead to the issuing of a certificate of competence by
Schneider Electric;

e multi-year training leading to qualifications, in partnership with
local Ministries of Education, if not included within a bilateral
logic;

e the training of trainers to support the effective and quality
roll-out of training down the line.

These actions are always implemented in partnership with local
players and/or national or international non-profit organizations

5.2 The Schneider Electric Foundation
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(NGOs, governments, etc.). They systematically work with
Schneider Electric’s local subsidiary. The actions may be
accompanied by funding for investments in materials and missions
of the volunteers of the Schneider Electric Teachers association,
which, if the need arises, enable the transfer of expertise.

Constantly evolving to meet the needs of the professions and
solutions of tomorrow, the range of teaching materials launched in
2012 was expanded to include new materials. The first center of
excellence for the training of trainers was opened in India. Two
global agreements were signed this year.

Entrepreneurship is now part of the training. These specific
training modules are designed to be rolled out quickly in all
Access to Energy partner centers.

Since starting the program in 2009, more than 73,000 people
have been trained in more than 20 countries, giving hope for a
decent life for the young people being supported.

Outlook

The large-scale expansion of the training projects initiated in 2013
will continue, with the objective of training 150,000 people by
2017 and the goal of supporting 1 million young people by 2025.

The opening of new centers of excellence is planned in
partnership with the French Ministry of National Education.

In 2015, the following activities will be launched or are being
continued: the launch of new projects in new countries, initiatives
for direct donations of materials, transnational spin-offs, the
development of global partnerships, creating alumni, and research
on digital learning solutions.

Approach

The Schneider Electric Foundation’s aim is to contribute to the
development of people and societies through education,
awareness-raising and vocational training related to energy.
Created in 1998 under the aegis of Fondation de France, the
Schneider Electric Foundation acts anywhere in the world where
the Company is present, through four programs:

e training and professional integration in the energy trades;
e tackling energy poverty;
® raising awareness about sustainable development;

e employee engagement, especially with the NGO Schneider
Electric Teachers.

With an annual budget of EUR4 million, the Foundation works to
support its partnerships through Schneider Electric entities in
which employees are also involved. A total of EUR10 million has
been invested in this way to benefit local communities (see
page 118).

Organization

The Schneider Electric Foundation focuses on the involvement of
company employees in all the actions it implements. It carries out
its work through a network of 130 employee volunteers, known as
delegates. These volunteers, covering 75 countries, are
responsible for identifying local partnerships in the areas of
vocational training in the energy trades and tackling energy
poverty, presenting them to employees in their units, and to the
Foundation and tracking projects once they are launched. Each
project proposed is subject to a review process based on
administrative and financial data by the Schneider Electric
Foundation and by Fondation de France before funds are released.

The Foundation’s network structure is an original and very suitable
means for engaging local, human and lasting sponsorship. It also
reinforces the energy of the people involved. In each site, the
choice of delegates is made based on recognized and formalized
participation via a letter of engagement signed by the head of the
site and that of the Foundation for a duration of two years.
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The delegates also organize local events adapted to the country’s
culture, to better boost employee morale, and inform them of
Foundation activities at their site.

Finally, they coordinate the organization of the Schneider Electric
Foundation’s annual campaign for international mobilization called
Communities days. This week took place in October 2014 and was
an important time in the Foundation and Company’s history, with
local partnerships taking center stage at an international level. They
also engage in campaigns organized following natural disasters.

In 2014, 36,129 employees in 56 countries took part in these
campaigns.

Governance

Alegal connection to the Fondation de France

The Fondation de France is a non-profit organization that, since its
creation in 1969, has been working to promote links between
donors/founders and field structures to support projects in all fields
of public interest. Each year, through the donations it receives, the
Fondation de France backs more than 8,000 projects. In addition,
it assists other foundations under its umbrella (more than 700),
which are both governed and run separately, but are legally part of
the Fondation de France. It is responsible for ensuring that their
actions comply with its bylaws and the legal framework of the
sponsorship. The Fondation de France has an Executive
Committee that defines broad guidelines for its actions and the
projects that it supports. The decisions of this Committee are then
notified to the Fondation de France, which verifies their compliance
and implements them (checking and signing all agreements with
partners, paying funds to beneficiaries after verifying
documentation demonstrating proper functioning of their structures
and their eligibility for the sponsorship scheme, checking the
communication tools of the Schneider Electric Foundation, etc.).

The Executive Committee

The Schneider Electric Foundation’s Executive Committee meets
once to twice a year. It is made up of members of Schneider
Electric, employee representatives and other qualified individuals.

The current composition of the Schneider Electric Foundation’s
Executive Committee is as follows:

e Chairman: Henri Lachmann;

® Members: Charles Bouzols (external expert), Guy Dufraisse
(Schneider Electric), Michel Crochon (Schneider Electric), Xavier
Emmanuelli (external expert), Annie Hery (staff representative,
Schneider Electric), Jean Kaspar (external expert), Cathy Kopp
(external expert), Jean-Pierre Rosenczveig (external expert),
Frangois Tarricone (staff representative, Schneider Electric),
Jean-Pascal Tricoire (Schneider Electric).

An operational team and a selection committee

The members of the operational team are: Giles Vermot
Desroches, General Delegate; Patricia Benchenna, Director of
Programs; Leslie Zambelli, Commitment and Fuel poverty project
manager; Morgane Peloille, Administrative Assistant. The selection
committee is made up of three members: the Foundation’s
General Delegate, the Foundation’s Program Director and Director
of the Access to Energy Vocational Training Program. It meets
once per month.
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The international network of Foundation delegates

Human relationships are at the heart of our sponsorship approach:
keen to make more than just a financial donation, the Foundation
encourages the establishment of links between the partner
organizations, young people and the company. Links are also built
and strengthened between the staff taking part in a given
volunteering project. Whether regional or international, the
Foundation’s contribution is always complemented by the
hands-on work of the staff volunteers and the Foundation
delegates, who forge strong and lasting bonds. The Foundation’s
network structure is an original and highly effective by way of
engaging in sponsorship, which is overseen at the global level yet
has a close and enduring human dimension. It also boosts the
vitality of the people who take part. On each site, representatives
are chosen based on previous voluntary work and are issued with
an official letter of appointment (valid for two years), signed by their
line manager, the site/country manager and the Foundation’s
General Delegate.

Programs

Training and professional integration in the energy
trades

Since 2009, the Foundation has been supporting the Access to
Energy program to improve energy access in new economies
through the development of vocational training in energy
management trades for the most underprivileged.

To facilitate the integration and professional training of these young
adults, the Schneider Electric Foundation continually encourages
and supports national and international integration associations or
electrical profession educational organizations.

This training and integration program captures 68% of the annual
funding allocated by the Foundation. All of these actions are
monitored and measured on a quarterly basis within the scope of
the Planet & Society Barometer through a key performance
indicator: For the 2012-2014 period, the objective of training
30,000 people was exceeded, with 60,232 underprivileged people
trained in energy management professions.

Tackling fuel poverty

In 2013, the Schneider Electric Foundation stepped up its
commitment to contribute to the fight against fuel poverty in
mature economies by supporting the implementation of information
and awareness campaigns and supporting actions targeting
households facing this type of poverty.

Through this program, which is its most recent, the Foundation

provides long-term support to associations or entrepreneurs who

offer solutions that contribute to the fight against energy poverty.

Currently, contributions are made via the Foundation’s partners to:

® support projects for families affected by fuel poverty;

® innovative or experimental projects in the area of social housing
and its equipment, or support of families.

This program accounts for 19% of the Schneider Electric
Foundation’s commitments.



Raising awareness about sustainable development

Energy and climate change are at the heart of the issues facing our
planet. Doing more with fewer resources is now possible. By
supporting innovative projects, the Schneider Electric Foundation
voluntarily helps raise awareness to different stakeholders
participating in the challenges of climate change. The Company
invests in emblematic and international programs by making its
knowledge, notably in energy systems management, available
through donations in resources and/or knowledge. Through its
projects and the commitment of its employees, the Schneider
Electric Foundation wants to emphasize:

e the desire to contribute and provide solutions.

Safe, reliable, efficient, productive and green energy
management solutions are now available and operational, even
in the most extreme conditions. Through its Foundation and
alongside the International Polar Foundation as well as the
Fédération francaise des clubs alpins et de montagne in the
framework of the new Refuge du GoUter, Schneider Electric
contributes to implementing innovative and exemplary smart
networks within the environmental domain;

e the ability to build together, to break down barriers.

By forging links with NGO partners, Schneider Electric develops
solutions that will serve the project by extending its scope,
adapting to needs and to different ways of collaborating that are
new and original;

® setting an example for employees, but also for the wider
community.

Faced with our planet’s issues and particularly the challenges
posed by energy resources, Schneider Electric always wants to
aim higher: through its ambitious initiatives that may sometimes
seem idealistic, these adventurous solutions show that it is
possible to meet the challenges.

The Schneider Electric Teachers NGO

Since the Schneider Electric Foundation was created in 1998, it
has placed Group employee involvement at the heart of its work.
Either Foundation delegates or employee volunteers are the link
between the Company, the Foundation and the supported
organizations.

Since 2012, the NGO Schneider Electric Teachers was created to
organize volunteer missions benefiting the Foundation’s partners.
Schneider Electric and its Foundation wish to do more to support
the voluntary work of Schneider Electric’s current and retired
employees in the teaching and professional training programs.
From 2012 to 2014, the main objective was to provide a new
contribution to the Access to Energy training programs and to
undertake 300 missions in three years. This indicator was included
in the Planet & Society Barometer 2012-2014 and reached 460
missions.

SUSTAINABLE DEVELOPMENT
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Governance

The Schneider Electric Teachers association lodged its bylaws with
the prefecture in France in February 2012. Its board is composed
of former Schneider Electric directors and members of the
Sustainable Development Department involved in the Access to
Energy program. In 2013, a new member representing volunteers
joined the office. This is composed of: Christian Wiest (Chairman),
Dominique Devinat (Vice-Chairman), Frangois Milioni (Secretary),
Christophe Poline (Treasurer), Emir Boumediene (member),
Bernard Lancian (member), Gilles Vermot Desroches (member).
The board met seven times in 2014 and the General Assembly was
held in December 2014.

Though less than two years old, 41 partners from 25 countries
have joined the initiative; the volunteer community comprises more
than 900 people.

Operations and players

This is a shared contribution between the Foundation, Schneider
Electric entities and employees/retirees for the benefit of non-profit
structures that are partners of the Foundation:

e the employees/retirees volunteer their time and make their skills
available;

e the partners look for skills to support their activities, specify their
needs and support volunteers in carrying out their mission;

e the Schneider Electric Teachers association coordinates,
connects and organizes the process and covers costs related to
carrying out missions;

® the Schneider Electric entities host the volunteers when the
mission takes place outside their country of residence.

The missions
The missions are for the most part:

® missions to educational and professional training facilities
(professional  training center and/or technical schools,
universities, etc.);

e tutoring, classes, events, work practices, equipment installation,
discovering a profession, trainer training, optimization of
standards, etc.;

® volunteer missions with associations and entrepreneurs:
— who have supported Schneider Electric Energy Access
social investment fund, or
— who began work after training;
® management control, finance, communication, fundraising,
management, Human Resources, technical, etc.

For more information visit: www.fondation.schneider-electric.com
and www.teachers.schneider-electric.org
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Highlights of 2014 for the Schneider Electric Foundation

January - Commitment
Finalisation of mobilization
campaign for Typhoon
Haiyan - Philippines

March - Access to Energy

excellence center in India

May - Commitment

300 missions with Schneider

Electric Teachers

Initiatives in North America

American culture places a lot of importance on community
involvement. Schneider Electric North America has the following
commitments:

e one of the flagship programs of the Schneider Electric
Foundation North America is the «matching gift program »,
through which the company matches employee donations to the
organizations of their choice. In 2014, the North America
Foundation provided USD4 milion of funding to various
charitable and community organizations, employee match and
employee giving programs;

® due to the volunteer efforts of thousands of North American
employees, significant contributions were made to Habitat for
Humanity, the American Heart Association, the American
Cancer Society, the American Red Cross and to the ALS
Association (« Amyotrophic Lateral sclerosis » Association); the
Schneider Electric North American Foundation has long term
partnerships with many of these organizations due to their
importance in the communities in which Schneider Electric has a
presence.

Initiatives in India

Schneider Electric India is committed to promote development for
underprivileged people through various projects. Schneider Electric
India has created a Foundation in 2008 to execute all Corporate
Social Responsibility activities in the country. Schneider Electric
India Foundation is working in the following focus areas:
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June - Access to Energy Training
50 000 people trained

July - Fuel poverty
Training Signing of agreement, Habitat for all
at the Solar Decathlon

September - Sustainable development
Inauguration of the Refuge du Godter

December -
Access to Energy
Training Signing
of agreement,
Algerian-French
excellence center

October - Commitment
First Communities days,
employees mobilization campaign

® Education: skill development of unemployed youth dropped out
of school and college; scholarship of meritorious students from
underprivileged sections of society; education of school children
on energy saving and conservation of the environment;

® Entrepreneurship: support of young people, trained by
Schneider Electric Access to energy program, to create their
own business;

® Employment: support of young people, trained by Schneider
Electric Access to energy program, to get a job;

e FElectrification: electrification of underprivileged households in
remote areas;

® Emergency support: restoration of electrical network after
natural disasters.

Schneider Electric India Foundation works in partnership with more
than 25 NGOs and with the involvement of Schneider Electric
employees and Schneider Electric business partners.

Achievement of Schneider Electric India Foundation from 2009 to
end of 2014:
® 209 electrician training centers across 21 states in India;

® 34,716 unemployed youth trained (100,000 + men months of
training);

® 75 scholarships;
e 81 Schneider Electric teacher’s volunteering missions;

® 17,235 school children enrolled for « Conserve My Planet »
program.

These initiatives are consolidated at the level of the Schneider
Electric Foundation and are taken into account in the different
reports and indicators.
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5.3 Territorial positioning and impact on economic and social development

Wherever it operates, Schneider Electric makes a strong
commitment to community partners and civil society through
positioning itself in a way that is indispensable for a global
enterprise that wants to keep in touch with the labor markets of its
industrial locations. Numerous projects under way and on the
drawing board demonstrate Schneider Electric’s desire to be
engaged, notably in the area of employment, and to contribute fully
to local economic development.

Business creation in France

Approach and action plans

For more than 20years, Schneider Electric in France has
supported employee projects to create businesses or business
takeovers through Schneider Initiatives Entrepreneurs (SIE),
through a dedicated structure demonstrating the Group’s
commitment to its local labor markets: promoting actions to
support local economic development, proposing and supporting
volunteer employees in reliable career paths that are external to the
Group.

SIE provides support for Schneider Electric employees at all stages
of business creation, as well as afterwards, with a follow-up period
of three years.

SIE’s dedicated team of seasoned managers is responsible for
reviewing the financial, legal, technical and commercial aspects of
business creation or company purchase projects to ensure they
are viable and sustainable.

More than 1,000 project sponsors have been supported, including
electricians, bakers, consultants, graphic designers, asset
managers, florists, etc., creating more than 3,000 jobs.

Specific support is offered for energy-related projects, which can
benefit in particular from the support of the Sales and Marketing
Department. These accounted for almost 20% of all supported
projects in 2014. The support of the Sales Department is also
provided to electrical designers from EDF and ADIE.

The SIE structure is represented directly or indirectly in local
business networks and enhances the quality of services offered
through partnerships with associations such as the EGEE, ECTI,
Management Boutiques, local Entreprendre networks and other
local associations.

SIE is very active in the promotion of expansion, by chairing the
DIESE Network, an association formed by major groups that
support their employees in project creation or takeovers.

Economic development of territories

The SIE teams manage many actions to contribute to local
economic development, for example:

e specific missions within the fabric of the local SMEs (small and
medium industries/enterprises) carried out by Schneider Electric
senior experts or missions in the framework of skills-based
sponsorship (Alizé system);

e membership in and promotion of the Pass Compétences tool,
which allows the posting of experienced managers to long-term
missions with SMEs in the fle-de-France or in the Grenoble labor
market. These experts are invested in structured and strategic
development projects for SMEs;

® support for organizations that open the way to the creation of
activities and companies (Réseau Entreprendre, France Initiative,
etc.).

Other organizations such as ADIE (Association for the Right to
Economic Initiative) are also financially supported through
guarantee funds, loans or particular subsidies for electrical project
creators.

Support for associations or NGOs that are
partners with the Access to Energy program
(Pass Associations/NGO mechanism)

SIE supports employees who want a career path external to the
Group within the framework of a Pass Associations/NGO
mechanism. This mechanism allows employees to be positioned
on structured projects in partner associations or NGOs, primarily
under French law: in the same framework as the support for
SMIs/SMEs, the SIE teams, together with the Foundation and the
teams of the Access to Energy program supports the posting of
employees for several months on missions to associations or
NGOs. All types of trades may be involved.

Revitalization of local employment pools
in France

The pilot SIE structure was used to implement the revitalization
actions put in place during the industrial development of certain
local labor markets.

The involvement of teams in local economic networks optimizes
the allocation of resources where they are most needed under
these agreements defined in the GPEC, the employment
safeguarding plans (PSE) or the future industrial restructuring
plans.

Nine local labor markets have been involved since 2011. These
actions result in support for employment, implementation of the
Group’s involvement policy, SME development aid, support for the
energy sector, assistance for learning and other actions desired by
the local economic and political authorities.

Within this framework, the SIE action also enabled the promotion
and support of the recovery of the sites at Merpins, St Pryvé, St
Mesmin, and Barentin, to guarantee the industrial sustainability of
these sites.

Access to Energy Entrepreneurs

The attachment of the SIE teams to the Sustainable Development
Department enables it to promote its ambitions in the Access to
Energy program and attract and support the creation of utilities in
this context. The directions taken to date are already helping
students in the Access to Energy training program (training for
careers in energy for disadvantaged populations around the world)
to prepare for the establishment of an independent business in
electricity. So far five countries are classified as priority and the
programs are being rolled out.

By the same logic, the SIE teams provide help and support to
entrepreneurs from partner associations such as Unicités.

This results in the development of teaching modules and the
deployment and operations of these training modules.
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Job creation for disadvantaged young adults
in France

The diversity of backgrounds, cultures, profiles and experience is
always a source of wealth, sharing, new ideas and innovation. In
disadvantaged areas, there is a huge amount of talent that is eager
to grow. Recognizing this, Schneider Electric believes that
companies have a role to play. It is their duty to act, particularly in
the heart of the markets in which they operate.

Convinced of the need to better support young people entering the
workforce, Schneider Electric is involved in different ways: training,
work/study programs for young adults entering the workforce from
disadvantaged backgrounds, partnerships with schools and
associations, financial support for young students, and
participation in technical or general training courses, etc. These
actions are undertaken by partnerships founded within the scope
of the Schneider Electric Foundation.

The annual « 100 chances - 100 emplois » campaign in France
targets young adults aged 18 to 30 with a low level of education or
qualifications that are susceptible to discrimination, those who
come from « sensitive urban areas » (ZUS) and who are motivated
to take part in a job opportunity program.

The objective is to open the door to lasting employment by offering
personalized qualification pathways with the help of many
companies brought together and led by the pilot companies
(Schneider  Electric  in  Grenoble, = Chambéry,  Rouen,
Rueil-Malmaison, Dijon and Nord-Isere).

The goal is to attain a positive outcome of 60%, meaning that
participants obtain a fixed-term or temporary contract of more than
six months, a permanent contract or a skills-qualification training or
diploma contract, of which more than 50% in work/study
programs.

The « 700 chances - 100 emplois » campaign was launched in
January 2005 in Chalon-sur-Sabne.

At the end of 2014, 2,983 young adults had obtained a permanent
contract, a fixed-term contract of more than six months or a
skills-qualification training contract, particularly work/study, and
more than 1,816 other young adults are still supported by the
program.
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The « 100 chances - 100 emplois » campaign targets the cities of
Angouléme, Aubervilliers, Blois, Chalon-sur-Sadne, Chambeéry,
Cognac, Dieppe, Dijon, Evreux, Grenoble, Marseille, Montereau,
Montpellier, Nanterre, Nemours, Nice, Rennes, Rouen,
Rueil-Malmaison, Saint-Denis, Strasbourg and Valence. Blois,
Rennes and Valence were added in 2014.

The Interim policy encourages our industrial facilities in France to
develop interim employment contracts, supports sustainable
employment, and encourages temporary jobs for those entering
the workforce.

The signing of the Pacte pour I'insertion et 'emploi (Compact for
Integration and Employment) with the Comité national des
entreprises d’insertion (CNEI) is part of the desire to learn more
about companies providing jobs for the unemployed and involve
them in the Group purchasing policy.

Employment clauses are included on new markets (or renewals of
markets), especially in the purchase of services and the
construction of new sites, based on the example of the public
markets, in order to engage Schneider Electric suppliers in this
desire to help unemployed young people to find their place in
society.

For example, more than 2,000 hours of employment were provided
during the construction of Schneider Electric international
distribution center at Evreux and more than 1,950 hours at a
demolition site in Grenoble during the last quarter of 2014.

In this dynamic, following the signature of a partnership agreement
with the Minister Delegate for Urban Affairs and of the Future
Employment agreement with the Ministry of Labor, Employment,
Vocational Training and Social Dialogue, Schneider Electric
recruited over 60 young people in 2014, particularly in Production
and Logistics.

Finally, Schneider Electric has partnered with many other
organizations: Ecole de la Deuxieme Chance, Nos Quartiers ont
des Talents, Télémaque, Fondation de la 2° Chance, etc.
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6. Methodology and audit

of indicators

6.1 Methodology elements on the published indicators

In the absence of any recognized and meaningful benchmark for
companies involved in manufacturing and assembling electronic
components, Schneider Electric has drawn up a frame of reference
with reporting methods for the Planet & Society Barometer’s
indicators and for Human Resources, safety and environment data.

This frame of reference includes the scope, collection and
consolidation procedures and definitions of this information. As it is
engaged in a process of constant improvement, Schneider Electric
is gradually supplementing this work to adapt its frame of reference
for sustainable development indicators to changes in the Group.
This document is regularly updated.

In keeping with its commitment to continuous improvement,
Schneider Electric asked Ernst & Young to conduct a review in
order to obtain a « limited » level of assurance for certain Human
Resources, safety and environment indicators. The audit work
builds on that conducted since 2006 and was broadened to
include more indicators, in particular all of the key performance
indicators from the Planet & Society Barometer (See Independent
verifier's report pages 107-108); an exception was made in 2014
for a barometer indicator, the EcoXperts, whose program was
subject to a major revision during the year.

Human Resources, safety and environment
indicators

The Human Resources, safety and environmental data comes from
several dedicated reporting tools, available on the Group’s Intranet,
primarily: One and Bridge HR for the Human Resources data and
GlobES (Global Environment and Safety) for the safety and
environment data. Its consolidation is placed respectively under the
Global Human Resources and the Global Supply Chain functions.
Energy is managed with the Group’s own solutions, Resource
Advisor and Energy Operation. Data reliability checks are
conducted at the time of consolidation (review of variations,
inter-sites comparison, etc.).

The Safety data of the sites are included in the Group metrics after
one complete calendar year following their creation or acquisition.
A site joining the Group in year n will be included in the metrics on
January 1, n+2, except in exceptional circumstances when
contract language stipulates not to include the Safety data before
two years. A gap can thus be recorded with the scope of financial
consolidation.

Breakdown of workforce data (by gender, category, age and
seniority), sites declaring employee representation, the number of
collective agreements and training programs cover more than 87%
of the total workforce. Performance or career interviews have taken
place with more than 90% of the workforce.

This data is consolidated over all fully integrated companies within
the scope of financial consolidation, when the Group has more
than a 50% stake in the subsidiary.

Units that belong to Group companies which are fully consolidated
are included on a 100% basis in reporting. Units belonging to
proportionally consolidated companies are also fully integrated.
Companies accounted for by the equity method are not included in
the reporting.

The scope of environmental reporting is that of ISO 14001 certified
sites, and certain non-certified sites on a voluntary basis and
without interruption in time. All production and logistics sites with
50 or more employees must obtain ISO 14001 certification before
the end of the third full calendar year of operation or membership
in the Group. Administrative, R&D and sales sites with
500 employees or more also have to obtain ISO 14001
certification. Other sites may seek certification and/or report on a
voluntary basis. A gap can be thus recorded with the scope of
financial consolidation.

Indicators from the Planet & Society Barometer

The barometer data is used and consolidated under the
departments directly concermned by the indicators (Human
Resources, environment, the Foundation, etc.) and each
represented by a pilot.

The global performance of the Planet & Society Barometer is
calculated by the Group’s Sustainable Development Department.
The indicators from the Planet & Society Barometer have a Group
scope with specific levels of coverage for each indicator.

10% CO, savings on transportation

This indicator includes emissions from the transport of goods
purchased by Schneider Electric, taking into account cumulated
emissions since the beginning of the program (2012), covering
81% of the Group’s total transport costs.

The measurement of CO, equivalents combines the impact of CO,,
CH,, N,O, HFCs, SFs, PFCs, NOx and water vapor.

Two methods, developed in partnership with a specialized firm, are
used by carriers to measure CO, equivalent emissions:
energy-based method (calculation based on fuel combustion —
preferred) and activity-based method (calculation based on the
mileage and the quantity of transported goods — accepted).

The data is corrected for activity, in tons transported.

This indicator was audited by Ernst & Young.
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75% of our product revenues achieved with Green
Premium

A Green Premium product is defined by the following four criteria:
® an Environmental Product Profile available online;
e an End-of-Life Instruction available online;

e the list of substances of concern according to the European
regulation REACH available online;

e the observance of the thresholds imposed by the RoHS EU
Directive on hazardous substances.

The product is a tangible one (solutions, services, software, etc.,
are out of the scope).

The indicator measures the share of sales made with a Green
Premium offer from sales figures for the year n-1. All Activities
involved in energy management are included in the program. The
North America Partner offers defined as NEMA are exempt even if
a dedicated program aims at speeding up the RoHS compliance of
those offers. In the same way, Medium Voltage offers
(Infrastructure Unit) are also exempt to take into account Areva
integration and the migration toward RoHS compliant offers.

This indicator was audited by Ernst & Young.

10% energy consumption savings

The goal is to reduce energy consumption each vyear
(2012-2013-2014) by 3.3%, using Schneider Electric solutions.
The program is available for all Schneider Electric sites, and
focuses on sites larger than 5,000 m2. Global Supply Chain
Management is the internal client, and the Energy & Sustainability
Services teams are the internal provider.

In 2014, the program addressed Schneider Electric’s 280 most
energy intensive sites. In case of acquisition, the sites concerned
are included in the program the following year.

The «energy savings » are calculated by comparing the actual
consumption of the site with its modeled theoretical consumption;
a model for each site is built to take climatic variations and
changes in production into account.

All energy consumptions that can be modeled are taken into
account and converted into MWh.

This indicator was audited by Ernst & Young.

+7 points of growth revenue with EcoXperts above
Group growth revenue

The objective is, through «EcoXperts » partners selected by
Schneider Electric, to develop energy efficiency and renewable
energy activities suitable for small and medium-sized buildings.

Schneider Electric aims to outperform Group growth by seven
points with the EcoXperts activities, measured quarterly
year-to-date.

The program provides end users access to:

® a network of local partners accredited by Schneider Electric;

® energy efficiency and renewable energy solutions based on
tested, validated and documented architectures;
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@ a volume of sales supported by the experience of a specialist in
energy management.

The indicator incorporates country results after six months in the
EcoXperts program (annually from January 2012).

1million households at the Base of the Pyramid have
access to energy

The indicator accounts for all sales of products and solutions that
provide access to energy for underprivileged people that were
developed within the Access to Energy program:

® products: lamps (In-Diya and Mobiya TS102S) and lighting
products, power control systems, individual solar systems,
inverters for CFL lamps, meters (BEC23 range);

® solutions: battery charging stations, solar water pumping
systems, micro-solar power stations for off-grid electricity
generation (Villasol and VillaSmart).

The Base of the Pyramid is the socio-economic segment of the
world population with the lowest incomes. This population is
defined in the indicator from a geographic perspective and
business model perspective: the population living in non-OECD
countries;  accessing  products and  solutions  through
non-traditional distribution channels, appropriate marketing or a
project approach developed by dedicated sales forces.

For products, the rule of one product per household was
established. For solutions, the number of households is determined
from the project specification documents. Batteries and solar cells
are not included in the indicator because they are always
accompanied by charge controllers or central energy management
systems (to avoid double counting); the same applies to battery
charging stations and solar water pumping systems because they
are for community use.

This indicator was audited by Ernst & Young.

90% of our recommended suppliers embrace
ISO 26000 guidelines

The objective is to motivate « recommended » Group suppliers to
roll out and monitor improvement plans conforming to ISO 26000.
An assessment of recommended suppliers is carried out by a third
party. Suppliers whose assessments are too low are excluded
from the indicator. The assessments are monitored by Business
Review with the Schneider Electric buyers, with a view to
continuous improvement according to the guidelines of ISO 26000.

The total number of recommended suppliers to take into account
for the year is fixed at the beginning of the year. The number of
recommended suppliers evaluated during the year is stopped
at January 31 n+1 in order to take into account the assessments
on December 31 of the previous year.

The sustainable development goals have become one of the seven
pillars used to measure supplier performance since 2011; this has
the particular advantage of allowing the highest-performing
suppliers to become a ‘recommended’, or for the best suppliers,
‘preferred’, Group supplier.

This indicator was audited by Ernst & Young.



Three major ethical stock market indices choose
Schneider Electric

The indicator measures the presence of Schneider Electric in the
following three ethical stock market indices:

e the Dow Jones Sustainability Index (DJSI) World;
e the Dow Jones Sustainability Index (DJSI) Europe;

® and, since 2013, the CDP (Climate Disclosure Leadership Index
or Climate Performance Leadership Index), replacing the
Advanced Sustainable Performance Index (ASPI) Eurozone,
which was no longer published in 2013.

This indicator was audited by Ernst & Young.

300 sites recognized as « Cool sites »

Schneider Electric wants to create motivating work environments
for its employees, environments that are not only safe and
effective, but that are also based on reflection on the values of
Schneider Electric.

The «great place to work » program of the Connect company
program defines the criteria for Cool Sites:

® as in a village, we gather around activites and events to
celebrate and interact beyond simple business;

® develop services relating to everyday life for our employees;

e test the solutions and products we sell in order to better
understand what we are all working towards.

The process starts with a self-assessment and a survey of the
residents, based on pre-defined criteria. The Country President
commits and validates the Cool Site. The indicator records the
number of sites recognized as Cool Sites during the period of the
program (2012-2014).

This indicator was audited by Ernst & Young.

30% reduction in the « Medical Incident Rate » (MIR)

The Medical Incident Rate (MIR) is the number of work incidents
requiring medical treatment per million hours worked. Incidents
may or may not have resulted in a day off. Medical treatment does
not include first aid.

All incidents reported on Schneider Electric sites are counted
(including therefore incidents affecting subcontractors on site and
temporary workers). All Schneider Electric sites are taken into
account. Medical incidents do not include: visits to a physician or
other licensed health care professional solely for observation or
counseling; the conduct of diagnostic procedures, such as x-rays
and blood tests, including the administration of prescription
medications used solely for diagnostic purposes (e.g. eye drops to
dilate pupils); or first aid.

This indicator was audited by Ernst & Young.

63% of the result of our « Employee Engagement
Index »

During the One Voice satisfaction surveys, Schneider Electric
employees are asked a series of questions; six of them are used to

SUSTAINABLE DEVELOPMENT
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generate the Employee Engagement Index (EEl). The EEl is a
standard international index.

Employees are surveyed twice a year. All employees are surveyed
(fixed-term contracts —including work/study participants - and
permanent contracts). Employees are surveyed via email, for those
who have a professional mailbox, or via kiosks installed in the
plants for the survey (or access to an IT room), for the other
employees.

At the beginning of 2014, the target for this indicator was lowered
from 70% to 63% for two main reasons: benchmark with respect
to competitors (the industry average was 53% in 2013 and 56% in
2014 — Source: Aon Hewitt — or respectively 10 points and 7 points
lower than the new target) and lack of an internal benchmark when
the indicator was set in late 2011.

This indicator was audited by Emst & Young.

30% women in our talent pool (~ 2,500 people)

The talent pool consists of: Key Position Potentials, Key Position
Holders (n-1 of the Executive Committee), Exceptional Potentials,
Potentials, and Key Experts. The indicator, and therefore the goal
of increasing the proportion of women, excludes Key Experts. In
2014, the talent pool categories changed to focus on the Key
Position Potentials and Key Position Holders. To calculate the
barometer indicator at the end of 2014, with respect to the
Exceptional Potentials and the Potentials, those selected in 2013
and still with the Company at the end of 2014 were counted. The
result of the indicator, therefore, diminished.

The selection of talent is made through the talent review process at
Group level.

This indicator was audited by Ernst & Young.

One day of training for each employee every year

The indicator measures the percentage of employees who received
at least one training day during the year, the equivalent of seven
hours in total.

All permanent employees, white collar and blue collar, who are
entered into our HR information system are included in the
indicator. Subcontractors, fixed-term contract employees, trainees
and apprentices are excluded. Individual new arrivals are not
counted; new acquisitions are excluded (they are counted
12 months after being incorporated into our HR information
system).

This includes all training activities: in person, individual or collective,
tutored, e-learning, webinars, internal and external; all areas of
training: Products, Management, Languages, Office, Security,
Legal and Regulatory training, etc.; excluded from the count are:
training that does not have a formal trainer, with no written learning
objectives or notices and time spent on social media.

In 2013, the indicator covered North America, China and France;
by the end of 2014, it covered the entire Group.

This indicator was audited by Emst & Young.
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30,000 people at the Base of the Pyramid trained in
energy management

Through the deployment of professional training programs in
energy management dedicated to underprivileged people, the
objective is to enable these people to acquire skills to pursue a
career that offers them, as well as their families, the means for a
decent life.

In partnership with local and international NGOs, the Schneider
Electric Foundation and the Company’s local entities provide direct
or indirect contributions to professional training centers. The
objective is to help them improve the level of their courses: full-time
training for a minimum of three months, evening courses totaling
100 hours, with diploma or certification in energy management.

These courses must benefit disadvantaged people, being noted
that each partner must be able to justify it, accordingly to the
defined local benchmark.

Contributions may be (cumulative possible): funding of electrical
products and didactical equipment, knowledge transfer through
trainers training, and a support to future entrepreneurs training. As
a technical partner, Schneider Electric does not pay long-term
operating expenses.

This indicator was audited by Ernst & Young.
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300 missions with « Schneider Electric Teachers »
NGO

Missions undertaken are performed: by Schneider Electric
employees and retirees; on a voluntary basis (on leave); in
vocational or educational NGOs (vocational and technical training,
schools and universities, etc.); primarily aimed at disadvantaged
young people; in organizations and/or companies supported by
the Schneider Electric Energy Access Fund; depending on the
skills of the volunteer and the needs of the beneficiary (validation
process in place); in the country of origin and/or abroad. A mission
corresponds to the departure of a volunteer, for a period of at least
five days for a foreign mission, or a participation of at least one day
for a local project.

The organization of these missions is coordinated by a specific
NGO called « Schneider Electric Teachers ». It works closely with
Access to Energy training teams, the Schneider Electric Energy
Access fund and Human Resources. It develops partnerships with
local NGOs (Planet Emergency, ESF, etc.).

This indicator was audited by Ernst & Young.
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6.2 Concordance of indicators with article 225 of the Grenelle 2 Act

The table below indicates the page numbers of the report in which the various indicators are mentioned.

1° Social information Pages
a) Employment

Total workforce and breakdown of employees by gender, age and region 112-113
Hiring and layoffs 114-115
Remuneration and its development 87-89, 146-157
b) Organization of work

Organization of working time 112,115
Absenteeism 115

c) Social relations
Organization of social dialogue — particularly information and personnel consultation procedures

and personnel negotiation procedures 89-90, 116
List of collective agreements 89-90, 116
d) Health and safety

Health and safety conditions in the workplace 77-79
List of agreements signed with unions or employee representatives regarding health and safety in the

workplace 116
Work accidents, particularly their frequency and their seriousness... 115
... as well as occupational illnesses 78-79, 88, 115
e) Training

Training policies implemented 81-83
Total number of training hours 116
f) Equality of treatment

Measures taken towards gender equality 86, 113
Measures taken towards employment and involvement of persons with disabilities 87
Anti-discrimination policy 84-87, 62-65

g) Promotion and respect of the provisions of the International Work Organization’s
fundamental agreements relating to:

e respect of the freedom of association and the right to collective bargaining;

e eradication of discrimination in employment and profession;

e eradication of forced or obligatory labor;

e effective abolition of child labor. 53-54, 61-62, 62-65, 90

2° Environmental information

a) General environmental policy

Organization of the Company to take into account environmental
questions and, when necessary, environmental evaluation or certification

approaches 66-67, 73-74, 109
Employee training and information actions regarding environmental

protection 67, 63
Environmental risk and pollution prevention means 75-76
Amount of provisions and cover for environmental risks except if this is

likely to cause serious harm to the Company in a pending litigation 42

b) Pollution and waste management
Measures for prevention, reduction or repair of emissions in the air, water

and ground with serious environmental effects 75,109-110
Measures for prevention, recycling and removal of waste 75,109
Consideration of noise pollution and any other form of pollution specific to

an activity 75
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2° Environmental information

c) Sustainable use of resources

Water consumption and supply according to local constraints 74, 709-110
Raw material consumption and measures taken to improve the efficiency

of their use 74-75
Energy consumption and the measures taken to improve energy efficiency

and the use of renewable energies 68-69, 110
Land use 75
d) Climate change

Greenhouse gas emissions 67-70, 110
Adaptation to the consequences of climate change 67-70, 74, CDP
e) Biodiversity protection

Measures taken to preserve or develop biodiversity 74-76, 70-73, 50
3° Information relating to societal commitments in sustainable development

a) Territorial, economic and social impact of the Company’s activity

o Regarding employment and regional development 91-95, 99-100
e On bordering or local populations 91-95, 99-100
b) Relations with the persons or organizations involved in the Company’s activity,

particularly involvement organizations, teaching establishments, environmental defense

organizations, consumer associations and bordering populations

Conditions of dialogue with these persons or organizations 48-49
Partnership or sponsorship actions 95-98
c) Subcontracting and suppliers

Consideration within the Company’s purchasing policy of social and environmental issues 61-62
The importance of subcontracting and the consideration within relations with subcontractors and

suppliers of their social and environmental responsibility 61-62
d) Loyalty of practices

Anti-corruption actions taken 65-66
Measures taken towards consumer health and safety 70-73,14
e) Other actions taken towards human rights, within the scope of this third indicator 44, 62-65, 90
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6.3 Independent verifier’s report

Year ended December 31, 2014
To the shareholders,

In our quality as an independent verifier accredited by the COFRAC!, under the number No. 3-1050, and as a member of the network of
one of the statutory auditors of the company Schneider Electric, we present our report on the consolidated social, environmental and
societal information established for the year ended on December 31, 2014, presented in chapter 2 of the management repor, and on the
Planet & Society barometer indicators, hereafter referred to as the « CSR Information », pursuant to the provisions of the article L.
225-102-1 of the French Commercial code (Code de commerce).

Responsibility of the company

It is the responsibility of the board of directors to establish a management report including CSR Information referred to in the
article R. 225-105-1 of the French Commercial code (Code de commerce), in accordance with the protocols used by the company’s HR,
Safety and Environment reporting procedures in their version dated November 1, 2014 (hereafter referred to as the « Criteria »), and of
which a summary is included at the end of chapter 2 of the management report (the « Methodological Note ») and available on request at
the company’s headquarters.

Independence and quality control

Our independence is defined by regulatory requirements, the Code of Ethics of our profession as well as the provisions in article L. 822-11
of the French Commercial code (Code de commerce). In addition, we have implemented a quality control system, including documented
policies and procedures to ensure compliance with ethical standards, professional standards and applicable laws and regulations.

Responsibility of the independent verifier
It is our role, based on our work:

e to attest whether the required CSR Information is present in the management report or, in the case of its omission, that an appropriate
explanation has been provided, in accordance with the third paragraph of R.225-105 of the French Commercial code (Code de
commerce) (Attestation of presence of CSR Information);

® to express a limited assurance conclusion, that the CSR Information, overall, is fairly presented, in all material aspects, in accordance
with the Criteria (Limited assurance on CSR Information);

® to express, at the request of the company, a reasonable assurance conclusion on the indicators « 1 day training for each employee every
year » and « 75% of our product revenues achieved with Green Premium », has been established, in all material aspects, in accordance
with the Criteria.

Our verification work was undertaken by a team of five people between September 2014 and March 2015 for an estimated duration of
eighteen weeks.

We conducted the work described below in accordance with the professional standards applicable in France and the Order of May 13,
2013 determining the conditions under which an independent third-party verifier conducts its mission, and in relation to the opinion of
fairness and the reasonable assurance report, in accordance with the international standard ISAE 3000?

1. Attestation of presence of CSR Information

We obtained an understanding of the company’s CSR issues, based on interviews with the management of relevant departments, a
presentation of the company’s strategy on sustainable development based on the social and environmental consequences linked to the
activities of the company and its societal commitments, as well as, where appropriate, resulting actions or programs.

We have compared the information presented in the management report with the list as provided for in the article R. 225-105-1 of the
French Commercial code (Code de commerce).

In the absence of certain consolidated information, we have verified that the explanations were provided in accordance with the provisions
in article R. 225-105-1, paragraph 3, of the French Commercial code (Code de commerce).

We verified that the information covers the consolidated perimeter, namely the entity and its subsidiaries, as aligned with the meaning of the
article L. 233-1 and the entities which it controls, as aligned with the meaning of the article L. 233-3 of the French Commercial code (Code
de commerce) with the limitations specified in the Methodological Note in chapter 2 of the management report (« 2.6 Methodology and
audit of indicators »).

Based on this work, we confirm the presence in the management report of the required CSR information.

2. Limited assurance on CSR Information

Nature and scope of the work

We undertook approximately twenty interviews with the people responsible for the preparation of the CSR Information in the different
departments involved, in charge of the data collection process and, if applicable, the people responsible for internal control processes and
risk management, in order to:

(1) Scope available at www.cofrac.fr
(2) ISAE 3000 - Assurance engagements other than audits or reviews of historical information.
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® assess the suitability of the Criteria for reporting, in relation to their relevance, completeness, reliability, neutrality, and understandability,
taking into consideration, if relevant, industry standards;

e verify the implementation of the process for the collection, compilation, processing and control for completeness and consistency of the
CSR Information and identify the procedures for internal control and risk management related to the preparation of the CSR Information.

We determined the nature and extent of our tests and inspections based on the nature and importance of the CSR Information, in relation
to the characteristics of the company, its social and environmental issues, its strategy in relation to sustainable development and industry
best practices.

For the CSR Information which we considered the most important™:

e at the level of the consolidated entity, we consulted documentary sources and conducted interviews to corroborate the qualitative
information (organization, policies, actions, etc.), we implemented analytical procedures on the quantitative information and verified, on a
test basis, the calculations and the compilation of the information, and also verified their coherence and consistency with the other
information presented in the management report;

e at the level of the representative selection of sites that we selected®, based on their activity, their contribution to the consolidated
indicators, their location and a risk analysis, we undertook interviews to verify the correct application of the procedures and undertook
detailed tests on the basis of samples, consisting in verifying the calculations made and linking them with supporting documentation. The
sample selected therefore represented on average 5% of the fixed-term contract and permanent contract personnel and between 8%
and 14% of the quantitative environmental information.

For the other consolidated CSR information, we assessed their consistency in relation to our knowledge of the company.

Finally, we assessed the relevance of the explanations provided, if appropriate, in the partial or total absence of certain information.

We consider that the sample methods and sizes of the samples that we considered by exercising our professional judgment allow us to
express a limited assurance conclusion; an assurance of a higher level would have required more extensive verification work. Due to the

necessary use of sampling techniques and other limitations inherent in the functioning of any information and internal control system, the
risk of non-detection of a significant anomaly in the CSR Information cannot be entirely eliminated.

Conclusion

Based on our work, we have not identified any significant misstatement that causes us to believe that the CSR Information, taken together,
has not been fairly presented, in compliance with the Criteria.

Observations

Without qualifying our conclusion above, we draw your attention to the fact that methodological changes, presented in section « 2.6
Methodology and audit of indicators » of the management report, were made on the Planet & Society barometer indicators « 1 day of
training for each employee every year », « 30% women in our talent pool », and « 63% result in our Employee Engagement Index », relating
respectively to the reporting scope, the method of calculation and the target to reach.

3. Reasonable assurance on a selection of CSR Information

Nature and scope of work

Regarding the two indicators « 1 day training for each employee every year » and « 75% of our product revenues achieved with Green
Premium », we undertook work of the same nature as those described in paragraph 2 above for the CSR Information considered the most
important, but in a more in-depth manner, in particular in relation to the number of tests.

We consider that this work allows us to express a reasonable assurance opinion on these two indicators of the barometer published in
Chapter 2 of the management report.

Conclusion

In our opinion, the two indicators « 1 day training for each employee every year » and « 75% of our product revenues achieved with Green
Premium » have been established, in all material aspects, in compliance with the Criteria.

Paris-La Défense, March 9, 2015

Independent Verifier
ERNST & YOUNG et Associés

Eric Mugnier Bruno Perrin
Partner, Sustainable Development Partner

(1) Social, environmental and societal information: information and indicators marked with a “tick” A in the text of chapter 2 “Sustainable
Development” of the management report including, for greenhouse gas emissions, scope 1 and 2 emissions, and emissions related to purchased
transportation (included in scope 3).

(2) SSAM (China), SSIC (China), Universal Capellades (Spain), Sarel (France), Telvent Madrid (Spain), ZAO Potential (Russia), ITBU Bangalore (India),
and ITB Cavite (Philippines).
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> 7. Indicators

7.1 Environmental indicators

SUSTAINABLE DEVELOPMENT
INDICATORS

The indicators below have a Group scope. They illustrate our
industrial and logistics sites’ environmental consumption, emission
and waste in addition to certain major tertiary sites. The scope of
environmental reporting is that of ISO 14001 certified sites, and
certain non-certified sites on a voluntary basis and without
interruption in time. All of the industrial and logistics sites with more
than 50 people and the major tertiary sites with more than
500 people must be ISO 14001 certified within two years after their
acquisition or creation. A gap can, therefore, be recorded with the
scope of financial consolidation. The scope of environmental
reporting covers about 60% of the Group headcount, against 70%
in 2013. This decrease is mainly due to the acquisition of Invensys,
consolidated in the Group's workforce and not integrated in the
environmental reporting.

ISO 14001 certification of the sites

Schneider Electric provides readers two pieces of information so
that environmental performance can be compared from one year
to the next:

® the publication of indicators on a constant scope;

e the publication of indicators per employee to correct the
changes in activities of the sites. The sites’ workforce includes
Schneider Electric employees (fixed-term, permanent and
work/study  participants), temporary staff and on-site
subcontractors.

Comments on the indicators are included in the corresponding
chapters.

2014 2013 2012
Number of ISO 14001 Certified Sites 270 A 279 280
Industrial and logistics sites 252 uP 258
Tertiary sites 18 uprP 22
New sites certified this year 12 20 11
Certified sites that have closed or consolidated this year 21 20 4
A 2014 audited indicators.
UP = Unpublished.
Group sites consumption, emissions and waste
Current Scope Constant Scope
GRI Indicators 2014 2013 2012 2014 2013
Number of participating sites 266 A 281 283 260 260

Total employees

103,886 A 108,126 98,923 102,708 100,311

G4-EN23 Waste produced (in t) 132,171 A 139,044 134,814 131,181 139,698
of which hazardous waste® 6% 4% uP UP UP

G4-EN23 Waste produced per employee (in t/p) 1.3 A 1.3 1.4 1.3 1.4
G4-EN23 Waste recovered (in 1) 115,166 A 120,490 115,382 114,415 121,960
G4-EN23 Share of waste recovered 87.1% A 86.7% 85.6% 87.2% 87.3%
of which metal waste recovered UpP 99.4% UpP UpP UP

Target share of waste recovered - - - 87% -

G4-EN8 Water withdrawn for consumption (m®) 2,055,999 A 2,377,680 2,456,716 2,047,948 2,200,172
of which public water (m?) 1,678,518 1,928,151 1,973,348 UupP uP

of which ground water (m®) 299,481 397,843 483,367 (O] upP

of which surface water (m?) 20,300 20,667 - UP upP

of which other sources (m®) 57,700 31,019 - UP upP

G4-EN8 Water consumption/employee (m?/p) 10.8 A 22.0 24.8 19.9 21.9
Change in water consumption per employee - - - -9.1% -

Target consumption of water per employee — — - -3.3% —
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Gurrent Scope Constant Scope
GRI Indicators 2014 2013 2012 2014 2013
Water withdrawn for cooling (m®®©

G4-EN8 restituted w/o impact 603,876 A 727,679 722,709 UP UpP

G4-EN21 VOC emissions (kg) (estimates)® 314,258 A 415352 416,612 313,407 376,926

G4-EN21 VOC/employee (kg/p) (estimates) 3.0 A 3.8 4.2 3.0 3.8

G4-EN3-6 Energy consumption (MWh equivalent) 1,111,359 A 1,207,613 1,166,497 1,071,396 1,146,612

Electricity (indirect consumption) 792,793 841,495 812,917 756,346 781,394
District heating (indirect consumption) 34,815 33,122 29,255 34,171 33,122
Fuel oil (direct consumption) 8,354 22,740 22,466 8,352 20,985
Gas (direct consumption) 272,255 306,783 297,114 269,383 307,638
Coal (direct consumption) 0 3,091 4,521 0 3,091
Renewable energy (direct consumption) 3,142 382 224 3,142 382
G4-EN3-6 Energy consumption per employee (MWh) 10.7 A 1.2 11.8 10.4 11.4
CO, emissions linked to energy consumption (in t)

G4-EN15-16-19 (estimates)® 395,110 A 431,019 413,414 380,341 401,411
EN16 Electricity (indirect emission) 323,120 348,845 334,720 309,009 319,518
EN16 District heating (indirect emission) 14,006 12,317 10,403 13,936 12,317
EN15 Fuel oil (direct emission) 2,172 5,912 5,841 2,172 5,456
EN15 Gas (direct emission) 55,812 62,891 60,908 55,224 63,066
EN15 Coal (direct emission) 0 1,054 1,642 0 1,054
EN15 Renewable energy 0 0 0 0 0

G4-EN15-16-19 CO, per employee (in t/p) 3.8 A 4.0 4.2 3.7 4.0

G4-EN15 SFs emissions (in CO, equivalent t)® 26,069 A 33,807 44,947 26,069 30,783

SF; leakage rate 0.47% A 0.56% 0.75% upP UpP
Target SF; leakage rate 0.65% 0.75% 0.95% - -
Total scope 1 CO, emissions (direct energy
consumption and SFg emissions in t)
G4-EN15 of reporting perimeter 84,053 A 103,664 113,238 83,465 100,359
Total scope 2 CO, emissions (indirect energy
G4-EN16 consumption in t) of reporting perimeter 337,126 A 361,162 345,123 322,945 331,835
Total scopes 1 and 2 CO, emissions (in t)
of reporting perimeter 421,179 A 464,826 458,361 406,410 432,194
G4-EN15-16-19 Total scopes 1 and 2/Turnover (t/€) 0.000017 0.000019 0.000019 0.000016 0.000018

A 2014 audited indicators.
UP = Unpublished.

(1) 2012 workforce corrected in 2013 for a major site.

(2) Estimates. Rules under finetuning.

(8) Two sites taken into account in 2012, four sites in 2013 and 2074. In 2012, Schneider Electric changed methodology to distinguish the
water used for consumption and water used for cooling (and restituted to the environment). Schneider Electric plans to expand this
differential reporting to all sites concerned.

(4) From 2013, only the sites that emit more than 1,000 kg of VOC per year are reporting, as well as some smaller sites on a voluntary basis.

(5) The CO, emissions linked to energy consumption are considered estimates, because the indirect emissions are calculated on the
conversion factors per country.

(6) 17 sites in 2012 and 2013; 16 sites in 2014.

Constant scope emissions are not corrected from activity level.
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CO, emissions in transportation (scope 3)
Indicators 2014 2013 2012 2011
G4-EN17 1. CO, emissions on transportation paid by the Group
(in equivalent tons of CO,) 494,087 A 484,012 431,626 497,703

A 20174 audited indicators. Calculation based on a coverage of 81% extrapolated to 100%. Restatements have been done on 2013 and

2012 data.

For complete carbon footprint of Schneider Electric (scopes 1, 2 and 3), please refer to pages 67-68

Key performance indicators from the Planet & Society Barometer

Objectives for Year-End 2014 2014 2013 2012 2011
1.10% CO, savings on transportation 16% A 16.7% 14.8% -
2. 75% of our product revenues achieved with Green Premium 79% A 68.7% 65.5% 63%
3. 10% energy consumption savings 13% A 8% 6.1% -

The 2011 performance serves as a starting value for the Planet & Society Barometer of the Connect program between 2012 and 20174.

A 2014 audited indicators.

Please refer to pages 101 to 104 for the methodological presentation of indicators and the following pages for the analysis of the results

(page 70 for indicator 1, 70-72 for indicator 2 and 68-69 for indicator 3).

Other key indicator

Objectives for Year-End 2014 2014 2013 2012 2011
15 countries are implementing a recovery process for SFgs gas 15 13 10 8
% SFg gas recovered and recycled (in CO, equivalent t) 23,864 15,996 29,683 upP

UP = Unpublished.
Please refer to page 60 for the presentation of this program.

7.2 Social indicators

The indicators below have a Group scope.

The Safety data of the sites are included in the Group metrics after
one complete calendar year following their creation or acquisition.
A site joining the Group in year n will be included in the metrics on
January 1 n+2, except in exceptional circumstances when contract
language stipulates not to include the Safety data before two
years. A gap can be thus recorded with the scope of financial
consolidation.

HR data cover 100% of the workforce from integrated companies
(see rules page 101). Certain indicators cover 87% or 90% of the
workforce; they are indicated by the footnotes at the bottom of the
page. The precisions on the variations of scope are contributed at
the end of the tables below and indicated by footnotes.

The social indicators count the people with fixed-term contracts,
on work-experience and on permanent contracts. The indicators
that also include temporary workers and/or subcontractors on site
are indicated by footnotes.

The calculation methodology of the absenteeism rate varying from
a country to the other, in this domain Schneider Electric
communicates at Group level the number of lost days and the
number of hours worked (Safety data).

The comments on the indicators are given in the matching
chapters and indicated in the tables below.

The table below indicates the matching of indicators with the
Global Reporting Initiative, G4 version.
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Key performance indicators from the Planet & Society Barometer

Objectives for Year-End-2014 2014 2013 2012 2011
1. 30% reduction in the Medical Incident Rate (MIR) -61% A -47% -23% -
2. 63%" result in our Employee Engagement Index 61% A 60% 55% -
3. 30% women in our talent pool (~2,500 people) 28% A 28% 27% 23%
4.1 day of training for each employee every year 79% A 67% - -
5. 300 sites recognized as « Cool sites » 355 A 224 x -

The 2011 performance serves as a starting value for the Planet & Society Barometer of the Connect program between 2012 and 20174.
A 20174 audited indicators.
* A new target has been set from 2014 for this indicator: 63% instead of 70% at end-2014. With 63%, the Group gives itself the challenge to
be 7 points above its industry average (source: Aon Hewitt).
** These indicators are reported from 2013. The reporting tools have been deployed during 2012.
Please refer to pages 101 to 104for the methodological presentation of indicators and the following pages for the analysis of the results
(pages 77-79 for indicator 1, 79-81 for indicator 2, 84-86 for indicator 3, 81-83 for indicator 4 and 80 for indicator 5).

Workforce
GRI Indicators 2014 2013 2012
Workforce
G4-10 Average workforce” 185,965 A 163,033 152,384
Blue collar (VDC) 95,213 81,712 75,601
White collar (non-VDC) 90,752 81,322 76,383
G4-10 Average supplementary workforce 16,875 A 14,849 13,947
G4-10 Fixed-term contract and permanent contract personnel® 167,124 A 152,784 139,989
Permanent contract 91.8% 90.5% 90.2%
Fixed-term contract 8.2% 9.5% 9.8%
Share of temporary personnel
G4-10 (fixed-term contracts and temporary workers)®? 16.8% 17.7% 17.4%
G4-10 Organization of working time®
Full-time 94% 98% 98%
Part-time 6% 2% 2%
G4-LA1 Hires® 28,830 A 23,079 20,971
G4-LA1 Departures® 29,460 A 21,600 20,615
Layoffs 6,454 A 5,071 5,719
Resignations 15,826 A 10,909 10,379
Others (retirement, end of contract, etc.) 7,180 5,743 4,489
G4-LAT Voluntary turnover 9.4% A 7.4% 7.5%
G4-10 Breakdown of workforce by region®
Asia-Pacific 34% 30% 31%
Europe 37% 40% 38%
North America 19% 20% 21%
Rest of the world 10% 10% 10%
Breakdown of workforce by country
G4-10 (the most significant countries)?®
France 11% 12% 14%
United States of America 12% 13% 13%
China 15% 10% 1%
India 9% 9% 9%
Mexico 5% 6% 5%
Spain 3% 4% 4%
Brazil 3% 1% 4%
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GRI Indicators 2014 2013 2012
Germany 3% 3% 3%
Australia 2% 2% 3%
Indonesia 3% 3% 3%
United Kingdom 3% 2% 2%
Russia 7% 8% 2%
Annual change in workforce by country
G4-10 (the most significant countries)®
France -2% -1% -4%
United States of America +8% +2% 0%
China +61% +1% -5%
India +12% +3% +6%
Mexico -7% +13% +3%
Spain -15% -9% -2%
Germany +7% -3% +2%
Brazil -8% +7% +21%
Australia 0% -3% -7%
Indonesia -4% +9% +33%
United Kingdom +29% -5% +6%
Russia 0% +269% +3%
G4-10 Breakdown of workforce by gender®
Men 70% A 70% 69%
Women 30% A 30% 31%
G4-10 Breakdown of workforce by gender and by category®
White collar 54% 53.7% 53.2%
Men 70% 71% 72%
Women 30% 29% 28%
Blue collar 46% 46.3% 46.8%
Men 70% 69% 65%
Women 30% 31% 35%
G4-10 Breakdown of workforce by age®
14/24 years 8.0% 8.4% 9.2%
25/34 years 31.9% 32.5% 33.2%
35/44 years 27.8% 27.8% 26.8%
45/54 years 20.8% 20.9% 20.7%
55/64 years 10.7% 9.9% 9.5%
> 64 years 0.8% 0.5% 0.6%
G4-10 Breakdown of workforce by seniority®
< 5 years 44.2% 42.6% 42.9%
5/14 years 33.6% 34.9% 33.5%
15/24 years 12.2% 12.6% 13.2%
25/34 years 7.2% 7.1% 7.2%
> 34 years 2.8% 2.8% 3.2%
G4-10 Breakdown of workforce by function®
Marketing 3.6% 3.7% 3.8%
Sales 10.4% 10.6% 11.4%
Services and projects® 17.9% 16.0% 16.4%
Support 18.4% 19.5% 19.6%
Technical 6.9% 7.6% 7.6%
Industrial 6% 6% 6%
Direct variable costs
G4-10 (cost of employees under production or business costs)” 49.1% 47.4% 46.7%
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GRI Indicators 2014 2013 2012
Hires®
G4-LA1 Breakdown by type of contract
Permanent contract 68% 67% 67%
Fixed-term contract 32% 33% 33%
G4-LAT Breakdown by category
White collar 37% 44% 44%
Blue collar 63% 56% 56%
Breakdown by gender
Men 66% UpP UP
Women 34% upP upP
Breakdown by age
14/24 years 42% upP UrP
25/34 years 36.1% UpP UP
35/44 years 14.1% UP uP
45/54 years 5.9% UP UupP
55/64 years 1.7% upP UrP
> 64 years 0.2% UpP UP
G4-LA1 Breakdown by region
Asia-Pacific 47% 38% 45%
Europe 19% 22% 21%
North America 24% 25% 21%
Rest of the world 10% 15% 13%
Layoffs(4)
G4-LAT Breakdown by type of contract
Permanent contract 84% 85% 83%
Fixed-term contract 16% 15% 17%
G4-LAT Breakdown by category
White collar 38% 41% 45%
Blue collar 62% 59% 55%
G4-LA1 Breakdown by Region
Asia-Pacific 33% 30% 29%
Europe 21% 23% 25%
North America 29% 28% 27%
Rest of the world 17% 18% 19%
Resignations®
G4-LA1 Breakdown by seniority®
<1 year 38.4% 33.5% 28.9%
1/4 years 39.6% 42.7% 47%
5/14 years 18.4% 20.4% 19.6%
15/24 years 2.5% 2.5% 2.3%
25/34 years 0.8% 0.7% 1.2%
> 34 years 0.3% 0.2% 1%
Departures
G4-LA1 Breakdown by gender
Men 65.8% UpP UupP
Women 34.2% upP UrP
G4-LA1 Breakdown by age
14/24 years 30.3% UupP UupP
25/34 years 34.1% upP UupP
35/44 years 17.4% upP upP
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GRI Indicators 2014 2013 2012
45/54 years 9% UP upP
55/64 years 8% uP upP
> 64 years 1.3% uP uP
G4-LA1 Breakdown by region
Asia-Pacific 34.1% UP UP
Europe 26.7% upP upP
North America 25.3% UupP upP
Rest of the world 13.9% UP UP
Average supplementary workforce
G4-10 Breakdown by category
White collar 18.5% 18.4% 16.4%
Blue collar 81.5% 81.6% 83.6%
G4-10 Breakdown by region
Asia-Pacific 63.2% 59.6% 59.6%
Europe 21.7% 26.9% 26.9%
North America 10.1% 41% 41%
Rest of the world 5.0% 9.3% 9.3%
Health and safety of employees
GRI Indicators 2014 2013 2012
G4-LAG Number of medical incidents® 568 A 733 878
of which Schneider Electric employees 481 640 746
of which subcontractors 87 93 132
G4-LAG Number of lost-time accidents® 287 A 366 364
of which Schneider Electric employees 245 317 312
of which subcontractors 42 49 52
G4-LAB Number of fatal accidents 1 3 1
of which Schneider Electric employees 1 3 1
of which subcontractors 0 0 0
G4-LAG Medical Incident Rate® 1.85 A 2.37 3.44
of which Schneider Electric employees 2.01 2.65 3.36
of which subcontractors 1.29 1.38 3.92
G4-LAB Lost-Time Injury Rate (LTIR)® 0.93 A 1.18 1.42
of which Schneider Electric employees 1.02 1.31 1.41
of which subcontractors 0.62 0.73 1.54
G4-LAB Lost-Time Day Rate (LTDR)® 29.98 A 38.67 47.98
of which Schneider Electric employees 33.45 45.04 51.60
of which subcontractors 17.60 15.81 24.15
G4-LAB Number of lost days 9,209 A 11,961 12,263
of which Schneider Electric employees 8,023 10,896 11,449
of which subcontractors 1,186 1,065 814
G4-LAB Number of hours worked 307,213,189 A 309,279,615 255,566,952

of which Schneider Electric employees
of which subcontractors

239,828,768 241,930,630 221,866,584
67,384,423 67,349,085 33,700,368
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Dialogue and social relations

GRI Indicators 2014 2013 2012
G4-11 Sites stating they benefit from employee representation®

Unions 67.2% 44% 47.6%

Works Council 46.4% 51.3% 50%
G4-LAS Health and Safety Committee 80% 69.1% 76.7%
G4-11 Number of collective agreements® 217 265 315
G4-11 Employees covered by collective bargaining agreements 79.6% upP upP
G4-LA5 Employees represented in Health and Safety Committees 80% upP upP

Talent development and training

GRI Indicators 2014 2013 2012
G4-LA9 Number of training hours? 2,756,292 A 2,416,766 2,489,421
G4-LA9 Average hours of training per person® 21.3 20.3 21.5
White collar 24.2 24.4 27.7
Blue collar” 18 15.3 15.4
Average hours of training per person®
Man 26.6 upP upP
Women 22.9 upP upP
G4-LA9 Breakdown of hours by category®
White collar 60.5% 60.3% 64.2%
Blue collar” 39.5% 39.7% 35.8%
LA10 Employees taking one day training (7 hours or more) 79% NP NP
Breakdown of one day training by country
Mexico 94% upP UP
[taly 93% upP upP
India 87% upP upP
China 87% UP UP
Russia 80% UP upP
Brazil 79% upP upP
Philippines 77% UP UP
France 75% UP UP
Spain 73% upP UupP
United States 72% upP upP
Canada 71% upP upP
United Kingdom 70% UP UP
Indonesia 70% upP UP
Australia 58% upP upP
G4-LA11 Employees having had a performance interview® 54.8% 59.5% 66.3%
G4-LA11 Breakdown by category
White collar 95% upP upP
Blue collar 5% upP upP
G4-LA11 Breakdown by gender
Men 76% upP UupP
Women 24% upP upP
G4-LA11 Employees having had a career interview® 51.2% 68% 31%
G4-LA11 Breakdown by category
White collar 97% upP UupP
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INDICATORS
GRI Indicators 2014 2013 2012
Blue collar 3% UP upP

G4-LA11 Breakdown by gender
Men 73% upP upP
Women 27% uP uP

A 20174 audited indicators.

UP= Unpublished

(1) Temporary workforce included.

(2) Based on spot workforce year end.

(8) The data relates to over 87% of the Group’s workforce at 12/31/20174.

(4) Acquisitions/disposals and temporary staff are not taken into account in the calculation.

(5) The data relates to over 90% of the Group’s workforce at the end of December 2014 (annual survey).

(6) Part of the VDC services on total workforce: 12.1% in 2014, 11.5% in 2013; 11.8% in 2012.
VDC, variable direct costs are Schneider Electric employees whose costs impact directly on the completion of business. They are
included under « blue collar ».

(7) Data includes service VDC headcount, or 25% of all VDC in 2014, 24% in 2013; 33% in 2012.

(8) Includes business travel, excludes home/workplace travel.

(9) LTIR = Number of incidents with lost days x 1,000,000/number of hours worked. International standard indicator comparable to the
accident frequency rate.
LTDR = Number of lost days x 1,000,000/number of hours worked. International standard indicator comparable to the accident severity
rate (the latter, however, is calculated per thousand hours worked).
MIR = Number of accidents requiring medical treatment x 1,000,000/number of hours worked.

(10)The data covers 78% of the Group's wokforce.
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INDICATORS

7.3 Societal indicators

The data below was consolidated for the first time in 2010. It is
distributed based on declarative information submitted by
Foundation delegates.

It covers 80% of Schneider Electric employees and highlights the
importance of company and employee participation in the
Foundation’s approach to involvement towards local communities.

With  EUR10 million in 2014, the amount of budget for the
Foundation’s actions includes the Foundation’s intervention
budget, the amount of the donations from entities, employees and
partners, and the amount of donations in kind.

Breakdown of the Foundation’s financial commitments

2014
FOUNDATION’S INTERVENTION BUDGET 4,000,000
Breakdown by program (in %)
Training and opportunities for young adults 68%
Fuel poverty 19%
Raising awareness about sustainable development 2%
Employees’ volunteering/skills-based sponsorship 6%
Other 5%
Breakdown by region (in %)
Africa & Middle East 13%
America 4%
Asia 44%
Europe 39%
Breakdown of contributions from employees and Schneider Electric entities
to the Foundation actions
2014
TOTAL FINANCIAL CONTRIBUTION (in euros) 5,494,652
From employees 1,008,980
From the Schneider Electric entity 4,314,088
From partners 171,584
Financial contribution per region (in %)
Africa & Middle East 4%
America 70%*
Asia 19%
Europe 7%
DONATIONS IN PRODUCTS OR SERVICES FOR A PARTNER/PROJECT OF THE FOUNDATION (in euro) 473,418
Number of employees involved in the Foundation’s actions 36,129
*  Of which Square D/Schneider Electric North America.
Total budget for the Foundation’s actions
FOUNDATION BUDGET, FINANCIAL CONTRIBUTIONS AND DONATIONS IN KIND (in euros) 9,968,070
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Key performance indicators from the Planet & Society Barometer
Objectives for Year-End 2014 2014 2013 2012 2011
1.1 million households at the Base of the Pyramid have access to energy 1,095,806 A 695,685 344,441 -
2. 30,000 people at the Base of the Pyramid trained in energy management 60,232 A 32,602 10,517 -
3. 300 missions with « Schneider Electric Teachers » NGO 460 A 228 66 -

The 2011 performance serves as a starting value for the Planet & Society Barometer of the Connect program between 2012 and 2014.

A 2014 audited indicators.
Please refer to pages 101 to104 for the methodological presentation of indicators and the following pages for the analysis of the results

(pages 93-95 for indicator 1, 95 for indicator 2 and 97 for indicator 3). 2

For more information:

e www.schneider-electric.com (> Company and Careers > Sustainable Development or > Foundation)
® http://energy-access.schneider-electric.com

e www.teachers.schneider-electric.org

To contact us:

Email: global-sustainability@schneider-electric.com

Mail: Schneider Electric

Sustainable Development Department — 35, rue Joseph-Monier, CS 30323 — 92506 Rueil-Malmaison Cedex, France
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3 CORPORATE GOVERNANCE

This report includes the Chairman’s report on the composition of the board of directors, the application of the
principle of balanced representation of women and men on the board of directors, and the conditions applicable
for the preparation and organization of the work carried out by the board of directors, and the internal control and
risk management procedures implemented by the company.

The sections on governance structure, 1, 2, 3, 4, 7 (Group Senior Management compensation policy, Pension
benefits and Compensation of members of the board of directors), 9 and 10, in this section 3, as well as
sections 2 (Annual Shareholders’ Meetings and Voting Rights) and 7 of section 7 constitute the Chairman of the
board of directors’ report provided for in article L.225-37 of the French Commercial Code. They are indicated with
a special mention.

Governance structure

This section is part of the Chairman of the board of directors’ report.

The company is a European company with a board of directors. The functions of the Chairman and the Chief
Executive Officer are carried out by Jean-Pascal Tricoire, who was appointed Chairman and Chief Executive
Officer on April 25, 2013.

On May 6, 2014, the board of directors confirmed this decision, in accordance with article 1 of its internal
regulations, which provides that once it has decided to unify the functions of Chairman and CEQO, the board must

deliberate on this decision every year.

The exercice by Mr. Tricoire of the functions of Chairman and Chief Executive Officer seems particularly
appropriate to the board of directors taking into account:

e the composition of the board, which includes 71% independent directors within the meaning of the
AFEP/MEDEF Code;

e the economic environment, which requires responsiveness by the leadership and clarity in naming the person in
charge of directing the Group. This clarification given by the use of the title of Chairman ("Président") is
particularly necessary vis-a-vis employees, customers and partners, in France and abroad;

® provisions to ensure accurate information and effective functioning by the board of directors, in particular the
appointment of an Vice-chairman independent lead director, the principle of holding an executive session at
each meeting of the board presided by the Vice-chairman independent lead director, and the creation of four
board committees;

e the requirement for the board to deliberate each year on the unification of the functions of Chairman and Chief
Executive Officer.

The company applies the AFEP/MEDEF corporate governance guidelines, except for the few exceptions, which

are described below (see section 10).

The guidelines are available online at www.medef.fr.
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THE BOARD OF DIRECTORS

> 1. Theboard of directors

This section is part of the Chairman of the board of directors’ report.

Composition of the board of directors

The board of directors must have at least three and up to
18 members, all of whom must be natural persons elected by the
Shareholders’ Meeting. However, in case of death or resignation of
a member, the board may co-opt a new member. This
appointment is then subject to ratification by the next
Shareholders’ Meeting.

Throughout their term, pursuant to the internal regulations, each
director must hold at least 1,000 Schneider Electric SE shares.

Directors are appointed for four-year terms (renewable). However,
from the age of 70, directors are re-elected or appointed for a
period of two years. No more than a third of the directors may be
aged 70 or over.

As of December 31, 2014, the board of directors had 15 directors
and two non-voting members, Mr. Claude Bébéar and Mr. Gregory
Spierkel.

Year first Year current Independent under
Director term began term expires AFEP/MEDEF criteria
Jean-Pascal Tricoire 2018 2017 NO (performing executive
Chairman duties at the head of the
Group)
Léo Apotheker 2007 2016 YES
Vice-chairman, independent lead director
Betsy Atkins 2011 2015 YES
Xavier Fontanet 2011 2016 YES
Noél Forgeard 2005 2016 YES
Antoine Gosset-Grainville 2012 2016 YES
Magali Herbaut 2012 2017 NO (bound by an employment
contract with the company)
Jeong Kim 2011 2015 YES
Willy Kissling 2001 2016 NO (board member for more
than 12 years)
Linda Knoll 2014 2018 YES
Cathy Kopp 2005 2018 YES
Henri Lachmann 1996 2016 NO (board member for more
than 12 years)
Gérard de La Martiniere 1998 2015 NO (board member for more
than 12 years)
Lone Fenss Schrader 2014 2018 YES
Richard Thoman 2007 2016 YES

The average age of the Directors is 61.

Seven directors, or 46% of the board members, are of
non-French origin or nationality (German: Mr. Apotheker, who also
has French nationality; American: Ms.