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Creating value for shareholders

Dear Shareholder,

Schneider Electric achieved a key year in 2007. We have set new growth and earnings records, with sales up 26% at €17.3 billion
and an EBITA (1) margin up 1.2 points (2) at 14.8%. After ten months within the Group, APC, acquired in February 2007,
posted results clearly above the business plan, thanks notably to its successful integration with MGE.

Schneider Electric's excellent performance in 2007 demonstrates the success of new?'s action plans as the Company Program
draws into its final year. Business repositioning in more promising, less cyclical markets have led to a structural improvement in
the Group’s growth potential. Schneider Electric now generates 32% of its sales in emerging countries and 20% in energy
efficiency, where we benefit from a unique positioning. We are ready to serve the rising demand for optimised energy consumption
driven by higher energy costs and fast-changing regulations on CO. emissions.

The 2007 acquisition of APC contributed greatly to the successful shift in our growth profile, particularly in the area of energy
efficiency. Our new APC-MGE business unit is a leader in critical power and cooling services, backed by a diversified portfolio
and innovative technologies. Thanks to its recognised expertise and its synergy with Schneider Electric’s overall line-up, APC-
MGE is able to offer comprehensive solutions to address the growing issue of energy efficiency for critical applications, notably
in the high potential data centre market.

The Management Board is confident in Schneider Electric’s growth prospects. At the next Shareholders’ Annual Meeting, it will
recommend a dividend of €3.30 per share, payable in cash as from 30 April 30 2008, for a payout ratio of 50%.

Jean-Pascal Tricoire

Chairman of the
Management Board and CEO

(1) EBITA = EBIT before amortisation of purchase accounting intangibles
(2) Pro forma including APC data over 10.5 months in 2006



Understand

New APC-MGE Business Unit successfully integrated

> The challenges of the critical
power and cooling services
market

World energy consumption is expected to grow by
30% between now and 2020, fuelled in particular by
rising needs in emerging countries. No matter how
much is invested in generation capacity, demand will
not be met. In addition, from data centres to hospi-
tals to stock markets, an increasing number of criti-
cal applications cannot tolerate the slightest fluctua-
tion in current quality —not to mention a highly dam-
aging and costly power outage. At present, 72% of
these critical applications undergo more than nine
hours of power downtime in a year. Because one
hour without electricity can cost up to several million
euros, these applications need integrated, high per-

formance energy management and cooling solutions.

Critical power and cooling services addresses the
concerns of a growing customer base that wants a
safe, reliable and uninterrupted power supply at all
times. This market, with its highly attractive growth
prospects, comprises several very vibrant sectors,
including industrial processes and infrastructure
(hospitals, microelectronics, oil and gas and mining),

data centres (Internet services, professionals), net

works (servers, storage and archiving) and desk-
top/mobile professionals (computers and audiovisu-
al equipment).

Data centres and enterprise networking are the
largest in size ($8.8 bilion and $7.3 billion, respec-
tively) and are experiencing exponential growth. By
2010, there should be some 45 million servers
worldwide —nine times more than in 1996. This will
lead to a substantial increase in electrical consump-
tion for their operation and cooling, to prevent over-
heating. Already, electricity accounts for 48% of IT
budgets, and consumption is expected to rise 54%
in the next four years. With the acquisition of APC
and the world’s most energy efficient line-up,
Schneider Electric offers unparalleled expertise and
comprehensive solutions for delivering ultra-pure,

uninterrupted power at all times.

> A clear, ambitious strategy
for the new Critical Power &
Cooling Services Business Unit

In February 2007, Schneider Electric brought
together the operations of APC and MGE UPS
Systems to form the new Critical Power & Cooling

Services Business Unit.

>

Schneider Electric
receives 2007
Global Data
Center Solutions
Company of the
Year award

Consulting firm Frost &
Sullivan has recognised
Schneider Electric and its
Critical Power & Cooling
Services BU as the best sup-
plier of global data centre
solutions in 2007.

The award was based on a
number of criteria, including
market share growth, pro-
duct quality, production
capacity, technological com-
petencies and distribution
network efficiency.

It rewards the Group for its
excellence in critical power
and cooling solutions for data
centres and its expertise in
identifying current and emer-
ging needs and introducing
innovative strategies in a
competitive environment.



¢ A new diversified portfolio

A facility that needs a critical power and cooling
system also needs electrical distribution, access
control and air conditioning solutions. By combin-
ing APC and MGE UPS Systems’ products with
Schneider Electric’s electrical distribution and
automation line-up, we have devised a compre-
hensive set of solutions that uniquely position the
Group in the global marketplace and allow us to
fully benefit from growth opportunities in critical
power and cooling.

These solutions feature leading-edge integrated
critical power and cooling systems and cover
architecture design, installation audits, online mon-
itoring and analysis, training and maintenance.

¢ Innovative technology

APC-MGE invests heavily in research, both finan-
cially and in people terms. Nearly 8% of its work-
force, or 900 employees, are involved in R&D. The
Business Unit leverages this capacity to help cus-
tomers meet the unprecedented challenges related
to power supply, cooling and energy management
by designing new concept, open-ended installa-
tions.

¢ Global operations with key positions in

emerging countries

With operations in 160 countries, the Critical
Power & Cooling Services Business Unit has
11,500 employees. More than half are in emerging
countries, giving the BU the resources to meet
strong local demand. These countries account for
30% of revenue at present.

> Excellent financial performance

Thanks to the rapid integration APC’s and MGE
UPS Systems’ resources and APC’s spectacular
turnaround, the Critical Power & Cooling Services
Business Unit has turned in an excellent financial
performance in record time and achieved consider-

able synergy.

The Business Unit reported sales of $3,520 million
and strong organic growth of 14% in 2007. By
2009, Schneider Electric anticipates annual organ-
ic growth of between 11% and 13% for Ciritical
Power & Cooling Services and sales of $4,300-
$4,500 million.

In addition, the initial impact of operating efficiency
and cost reduction plans is already being felt.
These include terminating a certain number of non-
profitable product lines and optimising the supply
chain and support functions. Such moves have
helped APC-MGE stage a remarkable margin
recovery. EBITA before non-recurring expenses
totalled $440 million in 2007, more than double the
2006 figure, for a margin of 12.5% versus 6.9% the
year before.

The APC acquisition has made Schneider Electric
world leader in the very promising critical power
and cooling market, tripling its business in an area
that now accounts for 14% of consolidated sales.
The Group has also considerably expanded its
product portfolio and accessible market while
enhancing its presence in less cyclical segments

such as infrastructure and data centres. =

" Before restructuring costs and non-recurring items in an amount
of $38 million in 2007 ($59 million in 2006)

-

To find out more, go
to www.apc-mge.com
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2007 was a key year for two reasons. First, greatly exceeding growth in our end markets;
Schneider Electric set new operating perfor- and net income grew by a strong 21%. Second,
mance records. Annual sales, up 26%, have we successfully integrated APC, which has lifted

doubled over the past four years; organic growth its margin close to the Group average while
reached an unprecedented record at 13.9%, generating sustained growth. m

If you have questions or suggestions, please let us know!

prone: (08002055 14 )

(toll-free from a landline telephone in France)

Website : www.schneider-electric.com SC h n eid e r

Postal address : Schneider Electric SA a El tri
43-45 bd Franklin Roosevelt — 92500 Rueil Malmaison, France ectiric
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