
VEOLIA ENVIRONNEMENT
Form 20-F
April 12, 2013

As filed with the Securities and Exchange Commission on April 12, 2013

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 20-F

  REGISTRATION STATEMENT PURSUANT TO SECTION 12(b) OR 12(g)
OF THE SECURITIES EXCHANGE ACT OF 1934

OR
  ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934
for the fiscal year ended December 31, 2012

OR
  TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934
OR

  SHELL COMPANY REPORT PURSUANT TO SECTION 13 OR 15(d)
OF THE SECURITIES EXCHANGE ACT OF 1934

Commission File Number: 001-15248

VEOLIA ENVIRONNEMENT

(Exact name of Registrant as specified in its charter)

N/A 36/38, avenue Kléber, Republic of France
(Translation of Registrant�s name into

English)
75116 Paris, France (Jurisdiction of incorporation or

organization)
(Address of principal executive offices)

Eric Haza, Group Chief of Legal Affairs, 36/38 avenue Kléber, 75116 Paris France 00 33 1 71 75 00 75
(Name, Telephone, E-mail and/or Facsimile number and Address of Company Contact Person)

Securities registered or to be registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered

Ordinary shares, nominal value €5 per share
represented by

American Depositary Shares
(as evidenced by American Depositary Receipts),
each American Depositary Share representing one

ordinary share*

The New York Stock Exchange

Securities registered or to be registered pursuant to Section 12(g) of the Act:
None

Edgar Filing: VEOLIA ENVIRONNEMENT - Form 20-F

1



Securities for which there is a reporting obligation pursuant to Section 15(d) of the Act:
None

Indicate the number of outstanding shares of each of the issuer�s classes of capital or common stock as of the
close of the period covered by the annual report:

522,086,849 ordinary shares, nominal value €5 per share

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the
Securities Act:

Yes     No  
If this report is an annual or transition report, indicate by check mark if the registrant is not required to file
reports pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934:

Yes     No   
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or
15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that
the registrant was required to file such reports), and (2) has been subject to such filing requirements for the
past 90 days:

Yes     No  
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web
site, if any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation
S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant
was required to submit and post such files).*

Yes     No  
* This requirement is not currently applicable to the registrant.

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a
non-accelerated filer. See definition of �accelerated filer and large accelerated filer� in Rule 12b-2 of the
Exchange Act. (Check one):

Large accelerated filer  Accelerated filer  Non-accelerated filer  
Indicate by check mark which basis of accounting the registrant has used to prepare the financial statements
included in this filing:

U.S. GAAP  International Financial Reporting Standards as issued by the International
Accounting Standards Board  

Other  

If �Other� has been checked in response to the previous question, indicate by check mark which financial
statement item the registrant has elected to follow.

Item 17    Item 18  
If this is an annual report, indicate by check mark whether the registrant is a shell company (as defined in Rule
12b-2 of the Exchange Act):

Yes     No   
* Listed, not for trading or quotation purposes, but only in connection with the registration of the American
Depositary Shares pursuant to the requirements of the Securities and Exchange Commission.

Edgar Filing: VEOLIA ENVIRONNEMENT - Form 20-F

2



Edgar Filing: VEOLIA ENVIRONNEMENT - Form 20-F

3



FORWARD-LOOKING STATEMENTS

We make some forward-looking statements in this document. When we use the words �aim(s),� �expect(s),� �feel(s),� �will,�
�may,� �believe(s),� �anticipate(s)� and similar expressions in this document, we are intending to identify those statements
as forward-looking. Forward-looking statements are subject to risks and uncertainties that could cause actual results to
differ materially from those projected. You should not place undue reliance on these forward-looking statements,
which speak only as of the date of this document. In particular, from time to time in this document we state our
expectations in terms of revenue to be generated under new contracts recently won or awarded or from new
investments made and new assets or operations acquired, though we may have not yet commenced operations under
these new contracts nor begun operating these new assets and operations at the time we make these statements. Some
of these revenue estimates are based on our management�s current assumptions regarding future sales volumes and
prices, which are subject to a number of risks and uncertainties that may cause actual sales volumes and prices to
differ materially from those anticipated. As a result, actual revenue recorded under these new contracts or from these
new investments, assets and operations may differ materially from those set forth in this document. Except to the
extent required by applicable securities laws, we undertake no obligation to publish updated forward-looking
statements to reflect events or circumstances after the date of this document or to reflect the occurrence of
unanticipated events. We urge you to carefully review and consider the various disclosures we make concerning the
factors that may affect our business, including the disclosures made in Item 3. �Key Information�Risk Factors,� Item 5.
�Operating and Financial Review and Prospects,� Item 8. �Financial Information�Significant Changes� and Item 11.
�Quantitative and Qualitative Disclosures about Market Risk.�

Unless otherwise indicated, information and statistics presented herein regarding market trends and our market share
relative to our competitors are based on our own research and various publicly available sources.

Information on websites referenced herein is not incorporated by reference in this annual report.
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PART I

ITEM 1.     IDENTITY OF DIRECTORS, SENIOR
MANAGEMENT AND ADVISERS

Not Applicable.

ITEM 2.     OFFER STATISTICS AND EXPECTED TIMETABLE

Not Applicable.

-1-
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ITEM 3.     KEY INFORMATION

SELECTED FINANCIAL DATA

You should read the following selected financial data together with Item 5. �Operating and Financial Review and
Prospects� and our Consolidated Financial Statements contained in Item 18. �Financial Statements.� Our Consolidated
Financial Statements have been prepared in accordance with International Financial Reporting Standards (�IFRS�) as
issued by the International Accounting Standards Board (�IASB�) and with IFRS as adopted by the European Union.
See Item 5. �Operating and Financial Review and Prospects� for a discussion of accounting changes, business
combinations and dispositions of business operations that affect the comparability of the information provided below.

At and for the year ended December 31,
(in US$)(1) (in €)

(millions, except per share
amounts)(3)(4)

2012 2012 2011 2010 2009 2008

INCOME STATEMENT
DATA:
Revenue 38,841.2 29,438.5 28,576.5 27,851.6 26,845.6 28,074.6
Operating income 1,444.7 1,095.0 829.1 1,776.1 1,585.8 1,588.0
Net income from
continuing operations 189.6 143.7 (437.6) 702.6 685.3 482.1
Net income (expense) from
discontinued operations 509.4 386.1 121.0 146.4 131.5 213.0
Minority Interests 179.4 136.0 173.2 290.5 257.8 304.1
Net income attributable to
equity holders of the parent 519.6 393.8 (489.8) 558.5 559.0 391.0
Net income attributable to
equity holders of the parent
per share � Basic 1.03 0.78 (0.99) 1.16 1.19 0.85
Net income attributable to
equity holders of the parent
per share - Diluted 1.03 0.78 (0.99) 1.16 1.19 0.84
Net income from
continuing operations to
equity holders of the parent
per share - Basic (0.08) (0.06) (1.27) 0.84 0.94 0.56
Net income from
continuing operations to
equity holders of the parent
per share � Diluted (0.08) (0.06) (1.27) 0.84 0.94 0.55
Dividends per share (in €) 0.70(2) 0.70 1.21 1.21 1.21
Dividends per share (in
US$)(5) 0.92 0.92 0.91 1.62 1.74 1.68
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Number of shares (adjusted
to reflect changes in
capital) 522,086,849 522,086,849 519,652,960 499,126,367 493,630,374 472,576,666
BALANCE SHEET
DATA (AT PERIOD
END):
Equity attributable to equity
holders of the parent 9,436.5 7,152.1 7,069.7 7,875.9 7,397.4 6,961.3
Minority interest 2,604.0 1,973.6 2,765.4 2,928.5 2,670.1 2,530.5
Total assets 58,861.2 44,612.1 50,405.6 51,427.3 49,754.7 49,086.2
Total non-current assets 29,783.7 22,573.7 28,457.1 31,055.4 29,558.5 30,010.8
Total non-current
liabilities 22,171.2 16,804.0 20,890.3 22,506.5 22,028.9 21,320.0
CASH FLOW DATA:
Net cash flow from
operating activities 3,762.3 2,851.5 2,944.0 3,456.6 3,601.3 3,359.7
Operating cash flow before
changes in working capital 4,070.0 3,084.7 3,352.9 3,718.7 3,559.4 3,781.5
Net cash from (used in)
investing activities 564.6 427.9 (1,137.6) (1,817.2) (1,351.9) (2,964.8)
Net cash from (used in)
financing activities (4,109.7) (3,114.8) (1,375.9) (1,878.4) (488.4) 309.6
Purchases of Property plant
and equipment (3,037.3) (2,302.0) (2,258.3) (2,083.7) (2,104.8) (2,390.3)
(1)  For your convenience we have converted the euro amounts in our selected financial data into U.S dollars using
the December 31, 2012 rate of 1.00US$=0.75792€. This does not mean that we actually converted, or could have
converted, those amounts into U.S dollars on this or any other date.

(2)  Amount of dividend per share to be proposed at the Annual Shareholders� Meeting of May 14, 2013.

(3)  In accordance with IFRS 5, Non-current assets held for sale and discontinued operations, the revenues and
expenses from the following entities are presented in a separate line, �Net income from discontinued operations,� for
the years ended December 31, 2012, 2011, 2010, 2009 and 2008, including entities that had been divested as of
December 31, 2012:

�     Dutch activities in the Water division;

�     German activities in the Energy Services division;

�     Norwegian activities in the Environmental Services division;

�     Proxiserve household assistance services in the Water and Energy Services divisions;

�     U.K. regulated activities in the Water division;

�     U.S. Solid Waste activities in the Environmental Services division;
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�     U.S. wind energy activities;

�     Montenay International, U.S. incineration entities in Environmental Services partially sold in 2009;

As well as entities that were held for sale at December 31, 2012:

�     Citelum, urban lighting activities in the Energy Services division;

�     Transportation activities, excluding SNCM;

�     Water activities in Morocco; and

�     European wind energy activities.

The divestiture processes for Water activities in Gabon and the Pinellas incineration activities in the United States
were interrupted in the first and second semesters of 2011, respectively. These activities are not presented in Net
income from discontinued operations.

(4)  Figures for the years ended December 31, 2010, 2009 and 2008 have been adjusted for the application of IAS 8,
Accounting Policies, Changes in Accounting Estimates and Errors.

(5)  Based on relevant year-end exchange rates.

-2-
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Dividends

Under French law and our by-laws (statuts), our statutory net income in each fiscal year, as increased or reduced, as
the case may be, by any profits or losses carried forward from prior years, less any contributions to legal reserves, is
available for distribution to our shareholders as dividends, subject to other applicable requirements of French law and
our by-laws.

At our General Shareholders’ Meeting to be held on May 14, 2013, our shareholders will vote on a dividend payment
proposed to be €0.70 per share in respect of our 2012 fiscal year, which will be paid beginning on June 14, 2013. The
dividend will be payable in cash or in shares, and the period during which shareholders may choose between being
paid the dividend in cash or in shares, subject to applicable legal restrictions, will begin on May 20, 2013 and end on
June 4, 2013. Subject to the approval of the General Shareholders� Meeting, new shares will be issued a price equal to
90% of the average opening price on Euronext Paris of the shares over the twenty trading days prior to the day of the
General Shareholders� Meeting approving the dividend, less the amount of the dividend, rounded up to the next highest
euro cent. We expect that Bank of New York Mellon as depositary will make this option available to ADR holders.
On June 18, 2012, we paid a dividend of €0.70 per share in respect of our 2011 fiscal year. On June 17, 2011, we paid a
dividend of €1.21 per share in respect of our 2010 fiscal year. On June 9, 2010, we paid a dividend of €1.21 per share in
respect of our 2009 fiscal year. On June 8, 2009, we paid a dividend of €1.21 per share in respect of our 2008 fiscal
year. On May 27, 2008, we paid a dividend of €1.21 per share in respect of our 2007 fiscal year.

Dividends paid to holders of our ADSs and non-French resident holders of our shares are subject to a French
withholding tax generally at a rate of 30%. However, U.S. holders that are entitled to and comply with the procedures
for claiming benefits under the applicable tax treaty may be subject to a 15% rate of withholding tax. See Item
10. �Additional Information�Taxation� for a summary of the material U.S. federal and French tax consequences to
holders of shares and ADSs. Holders of shares or ADSs should consult their own tax advisers with respect to the tax
consequences of an investment in the shares or ADSs. In addition, dividends paid to holders of ADSs will be subject
to a charge by the depositary for any expenses incurred by the depositary of the ADSs in the conversion of euro to
dollars.

-3-
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Exchange Rate Information

Share capital in our Company is represented by ordinary shares with a nominal value of €5 per share (generally referred
to as “our shares”). Our shares are denominated in euro. Because we intend to pay cash dividends denominated in euro,
exchange rate fluctuations will affect the U.S. dollar amounts that shareholders will receive on conversion of
dividends from euro to dollars.

The following table shows the euro/U.S. dollar exchange rate from 2008 through April 5, 2013 based on the noon
buying-rate, as defined below, expressed in U.S. dollars per euro. The information concerning the U.S. dollar
exchange rate is based on the noon buying rate in New York City for cable transfers in foreign currencies as certified
for customs purposes by the Federal Reserve Bank of New York (the �Noon Buying Rate�). We provide the exchange
rates below solely for your convenience. We do not represent that euros were, could have been, or could be, converted
into U.S. dollars at these rates or at any other rate. For information regarding the effect of currency fluctuations on our
results of operations, see Item 5. �Operating and Financial Review and Prospects.�

Month
U.S. dollar/Euro Period End Average rate(1) High Low
April 2013 (through April 5th, 2013) 1.30 1.29 1.30 1.28
March 2013 1.28 1.30 1.31 1.28
February 2013 1.31 1.33 1.37 1.31
January 2013 1.36 1.33 1.36 1.30
December 2012 1.32 1.31 1.33 1.29
November 2012 1.30 1.28 1.30 1.27
October 2012 1.30 1.30 1.31 1.29

Year
U.S. dollar/Euro
2012 1.32 1.29 1.35 1.21
2011 1.30 1.40 1.49 1.29
2010 1.33 1.32 1.45 1.20
2009 1.43 1.39 1.51 1.25
2008 1.39 1.47 1.60 1.24
(1)  The average of the Noon Buying Rates on the last business day of each month (or portion thereof) during the
relevant period for year average; on each business day of the month (or portion thereof) for monthly average.

Solely for the convenience of the reader, this annual report contains translations of certain euro amounts into U.S.
dollars. These translations should not be construed as representations that the converted amounts actually represent
such U.S. dollar amounts or could have been or will be converted into U.S. dollars at the rate indicated or at all. On
April 11th, 2013, the exchange rate as published by Bloomberg at approximately 1:00 p.m. (New York time) was
US$1.3115 per one euro.
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RISK FACTORS

You should carefully consider the risk factors described below in addition to the other information presented in this
document.

Risks Relating to the Environment in Which We Conduct Our Operations

We May Fail to Maintain or Increase Our Competitiveness and Adapt Our Business Model to Rapid Changes in
Environment-Related Businesses.

Our business is highly competitive and requires substantial human and capital resources and cutting-edge technical
expertise in numerous areas. Large international competitors, local niche companies and companies whose structural
costs or profitability requirements are lower than ours (in particular public sector operators such as mixed
public-private companies in France and Stadtwerke in Germany) serve each of the markets in which we compete.
Accordingly, we must constantly strive to reduce our cost structure to remain competitive and convince potential
customers of the quality and value of our services. Otherwise, we may suffer the loss of existing contracts or a
substantial fall in profitability on contract renewals or no longer have access to new contracts. We may also need to
develop new technologies and services or decrease our overhead in order to maintain or increase our competitive
position, which could result in significant costs.  

In addition, our contracts may not be renewed at the end of their term, which, in the case of major contracts, may
require us to implement costly reorganization measures. When the contract does not provide for the transfer of the
related assets and employees to the succeeding operator and/or appropriate compensation to cover our costs of
termination, the impact on our results could be substantial. Public authorities may also increasingly seek to assume
direct management of water or waste services (particularly under management contracts), increasing the risk of
non-renewal.

Even when we are able to renew our contracts, the new terms may be less favorable than the prior terms. Moreover,
certain contracts provide for periodic renegotiation of terms, and we may face pressure to agree to less favorable terms
upon renegotiation.

Our Cost Savings and Transformation Plans May Fail to Generate the Expected Cost Savings.

We have set cost reduction targets under two plans, but we may not be able to realize the savings objectives in these
plans. In 2003, we began our cost-saving �Efficiency Plan,� which we continue to implement. In 2011, we began to
implement the new �Convergence Plan,� which is part of the transformation of our organization, aimed at standardizing
processes, reinforcing the control and steering of operations and streamlining our structure. Key features of these plans
are described under Item 4. �Information on the Company � Our Overall Strategy.�

These plans could take longer to implement than expected and, with respect to the Convergence Plan, require more
costs than planned. In addition, our cost reduction measures are based on current conditions and do not take into
account future cost increases that could result from changes in our industry or operations, including new business
developments, wage and price increases or other factors. Restructuring and disposals may harm our labor relations and
public relations and could lead to disruptions. Our failure to successfully implement these plans, or the possibility that
these efforts may not generate the level of cost savings we expect going forward or may result in higher than expected
costs, could negatively affect our results of operations and financial condition.

Edgar Filing: VEOLIA ENVIRONNEMENT - Form 20-F

16



We May Not Be Able to Realize All of the Divestments That We Are Hoping to Make. If We Do, the Proceeds May
Be Lower Than We Currently Expect.

At the end of 2011, we announced a divestment program to refocus our activities and reduce our net debt, under which
we seek to sell €5 billion of assets over 2012 and 2013. In particular, we announced plans to withdraw progressively
from Veolia Transdev, to sell our rate-regulated Water activities in the United Kingdom, to divest our solid waste
activities in the United States, and to continue to streamline our geographical coverage. While we made significant
divestitures in 2012, including our regulated U.K. Water activities and our U.S. solid waste activities, we need to
make further divestures in 2013 to achieve our objective.

-5-
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Divestitures have inherent risks, including possible delays in closing transactions, potential difficulties in obtaining
regulatory approvals, the risk of lower-than-expected sales proceeds for the divested businesses or the failure to
complete the divestiture at all. The conditions under which the activities sold are carved out expose us to risks relating
to the need to set up independent functional services in each activity, when those services were previously provided on
a shared basis. We may also lose valuable resources (including the training campus) and significant expertise with
respect to financial services, human resources, real estate and general services. In addition, the merger agreements
involved in such sales include vendor warranties covering certain risks identified by the buyer. If such risks
materialize, the resulting warranty calls could have negative financial consequences on us.

We Have Conducted and May Continue to Conduct External Growth Transactions Through Acquisitions and/or
Mergers, Which Could Have a Less Favorable Impact on Our Activities and Results Than Anticipated, or Which
Could Affect Our Financial Condition.

We have conducted and may continue to carry out external growth transactions, in varying legal forms, in particular
through acquisitions of businesses or companies or through mergers, and of varying sizes, some of which may be
significant at the Group level. These external growth transactions involve numerous risks, including the following: (i)
the assumptions underlying the business plans supporting the valuations may prove inaccurate, in particular with
respect to synergies and expected commercial demand; (ii) we may fail to successfully integrate the companies
acquired and their technologies, products and personnel; (iii) we may fail to retain key employees, customers and
suppliers of the companies acquired or merged; (iv) we may be required or wish to terminate pre-existing contractual
relationships, which could prove costly and/or be performed at unfavorable terms and conditions; (v) we may increase
our indebtedness to finance these acquisitions or mergers; and (vi) we may be forced to carve-out or divest or limit the
growth of certain businesses in order to obtain the necessary authorizations, in particular with respect to antitrust
authorizations. As a result, the expected benefits of completed or future acquisitions, mergers or other external growth
transactions may not materialize within the time periods or to the extent anticipated, or may impact our financial
condition.

Currency Exchange and Interest Rate Fluctuations May Negatively Affect Our Financial Results and the Price of
Our Shares.

We hold assets, earn income and incur expenses and liabilities in a variety of currencies. Our financial statements are
presented in euros. Accordingly, when we prepare our financial statements, we must translate our foreign
currency-denominated assets, liabilities, income and expense items into euros at applicable exchange rates.
Consequently, fluctuations in the exchange rate of the euro against these other currencies can affect the value of these
items in the financial statements, even if their intrinsic value is unchanged in the original currency. For example, an
increase in the value of the euro may result in a decrease in the reported value, in euros, of our investments held in
foreign currencies.

We are also subject to risks related to fluctuations in interest rates. As of December 31, 2012, our gross financial debt
equaled €16,831.2 million before hedging, of which 34% bore interest at floating rates and 66% was fixed rate debt,
after taking into account hedging instruments and fair value remeasurement of fixed-rate debt (see Note 27.1.1 to our
Consolidated Financial Statements contained in Item 18 in this annual report on Form 20-F). Fluctuations in interest
rates may affect our future growth and investment strategy since a rise in interest rates may force us to finance
acquisitions or investments or refinance existing debt at a higher cost in the future.

Our Business is Subject to Greenhouse Gas Market and Emission Allowance Risks.
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As an operator of energy installations, we are exposed to the inherent risks of the greenhouse gas allowance system
introduced by the European Union in the framework of the Kyoto Protocol. The rise in greenhouse gases in the
atmosphere led certain States and the international community to introduce regulatory provisions. Phase 3 of the
National Allowance Allocation Plans, which runs from 2013 to 2020, is targeted reduce greenhouse gas emissions by
20% by 2020 (compared to 1990 levels). As a consequence, some of the allowances needed after January 1, 2013 by
our Group (Dalkia) will have to be purchased (through an auction system), which is expected to generate additional
costs.

In this context, our risk is two-fold: first, we may not be able to achieve the emission reductions imposed by the
system over a number of years, which would result in our Group being required to purchase additional greenhouse gas
allowances. Second, we may not be able to adjust our pricing policy so as to pass on the extra cost of purchasing these
allowances in the future.

-6-
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Our Business Operations In Some Countries May Be Subject to Political Risks.

Sales outside of France generated 59% of total Group revenue in 2012. While our operations are concentrated mainly
in Europe, the United States, China and Australia, we conduct business in markets around the world. We also conduct
business in certain emerging countries. In a complex and sometimes unstable international environment, risks relating
to conducting business in certain countries can affect our financial position, results of operations, reputation and
outlook. In particular, given the nature of our activities and the term of our contracts, our results can partially depend
on external operating conditions, including the geopolitical, economic, social or financial situation or the level of
development, working conditions and environmental conditions of a given country.

The risks associated with conducting business in some countries can include the non-payment or slower payment of
invoices, which is sometimes aggravated by the absence of legal recourse for non-payment, nationalization, increased
foreign exchange risk and currency restrictions on fund repatriation. Furthermore, we may not be able to obtain
sufficient financing for our operations in these countries. The setting of public utility fees and their structure may
depend on political decisions that can impede any increase in fees for several years, such that fees no longer cover
service costs or provide appropriate compensation for a private operator. Major amendments to or the uneven
application of regulations, social unrest, local authority claims challenging the tax system or the application of
contractual terms, foreign exchange control measures and other negative actions or restrictions imposed by
governments can also significantly affect operating conditions, particularly in emerging countries. The economic
balance of our contracts may deteriorate as a result of changes in local economic, social or environmental conditions,
such as an increase in unpaid household debts or a reduction in available environmental resources, like water or
biomass.

We may not be able to insure or hedge against these risks. Furthermore, we may find we are unable to defend our
rights before a court of law in certain emerging countries should we come into conflict with their governments or
other local public entities. Unfavorable events or circumstances in certain countries may lead us to record exceptional
provisions and/or impairments, which could have a significant adverse effect on our financial position, results and
outlook.

The Destabilization of a Country May Generate Emergency Situations and Exceptional Risks.

In certain cases, a combination of factors could lead to the general political and economic destabilization of a country
in which we operate and even make it difficult for us to conduct business because of reduced security and stability.
The risk of nationalization or expropriation of private assets may also be higher for companies of foreign origin.

Given the nature of our activities and our geographical reach, our tangible and intangible property, employees,
security and information systems could be the target of malicious attacks or terrorist acts. In the areas of public
transportation, energy services and waste management, our installations and vehicles around the world may become
targets. For example, the distribution of drinking water is an activity of vital importance and a major public health
consideration that could be targeted by criminal action. As a result, despite the preventive and safety measures
implemented by us and the insurance policies subscribed, a criminal or terrorist attack could negatively affect our
reputation or operating results.

In addition, our employees work and travel in countries where the risk of criminal acts, kidnapping or terrorism is
either temporarily or permanently high. The protection of our employees, activities and resources is subject to
extremely stringent regulatory constraints, which expose us to legal liability.
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In addition, very large-scale or repetitive natural disasters may also lead to the exceptional disorganization of certain
infrastructure (such as roads and means of communication) on which we depend for the conduct of our business or
may cause damage to the infrastructure for which we are responsible. We could thus temporarily be unable to perform
services according to the conditions defined by contract.
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Risks Relating to Our Operations

Changes in the Prices of Energy and Other Commodities Or In the Price of Recycled Materials May Reduce Our
Profits.

The prices of energy and other commodities can be subject to significant fluctuations and represent major operating
expenses of our businesses (particularly diesel fuel, gas and electricity). Although most of our contracts include price
adjustment provisions that are intended to pass on any changes in the price of our supplies, often using price indexing
formulas, certain events may prevent us from being fully protected against such increases, such as time lags between
fuel price increases and the moment when we are authorized to increase prices to cover the additional costs or a
mismatch between the price-increase formula and the cost structure (including taxes). A sustained increase in supply
costs and/or related taxes could undermine our operations by increasing costs and reducing profitability, to the extent
that we are unable to increase our prices sufficiently to cover such additional costs.

In addition, a substantial portion of our Environmental Services division�s revenue is generated by its sorting-recycling
and trading businesses, which are particularly sensitive to fluctuations in the price of recycled raw materials (paper
and ferrous and non-ferrous metal). A significant and long-term drop in the price of recycled raw materials, combined
with the impact of economic conditions on volumes, has affected, and could continue to affect, our operating results.

Our activities also include the production of electricity, particularly in France, Germany, the United Kingdom and
Central Europe. A significant portion of these sales concern so-called �unavoidable� production, co-generated with heat
or resulting from the incineration of waste. In the initial years of service of an installation, the electricity produced is
generally covered by guaranteed purchase tariffs pursuant to specific domestic regulations. At the end of this
guaranteed tariff period, production is sold on the wholesale market and is exposed to fluctuations in the price of
electricity. A significant and long-term drop in the market price of electricity in the countries concerned could,
therefore, impact our operating results.

Our Business is Affected By Variations in Weather Conditions.

Varying weather conditions can have an impact on our results of operations. For example, Dalkia generates the bulk
of its operating results in the first and fourth quarters of the year, corresponding to periods in which heating is used in
Europe, while in the water sector, household water consumption tends to be highest between May and September in
the northern hemisphere. Accordingly, these two businesses and therefore our results of operations may be affected by
significant deviations from seasonal weather patterns.

Our Long-Term Contracts May Limit Our Capacity To Quickly and Effectively React To General Economic
Changes.

We conduct the majority of our operations through long-term contracts, which can hinder our ability to react rapidly
and appropriately to negative financial events. Over time, the circumstances or conditions under which we initially
entered into a contract may change, which may result in adverse economic consequences. Such changes may vary in
nature and foreseeability. Certain contractual mechanisms may help in addressing such changes and restoring the
initial balance of the contract, but they may also not be fully effective. The implementation of such mechanisms may
be triggered more or less automatically by the occurrence of a given event (for instance, price indexing clauses), or
they may call for a procedure to revise or amend the contract with the agreement of both parties or of a third party.
Accordingly, we may not be free to adapt our compensation in line with changes in our costs and demand, whether
this consists of a price paid by the customer or a fee levied on end users based on an agreed-upon scale. These
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constraints are exacerbated by the long-term nature of contracts. In all cases, particularly in public service
management contracts, our actions must remain within the scope of the contract and we are required to maintain
uninterrupted service. We cannot suddenly and unilaterally terminate a business that we believe is unprofitable, or
change its features, except in the face of proven customer misconduct and then only under certain circumstances.

Certain of Our Operations are Performed Under Contracts Containing Performance Objectives That We Must
Fulfill in Order to Be Compensated Or the Non-Fulfillment Of Which Would Result In the Imposition of Penalties.

Through Veolia Water Solutions & Technologies, we perform �turnkey� contracts for the design and construction of
infrastructure in the water sector, compensated at non-adjustable fixed prices. Our compensation is often subject to the
fulfillment of certain performance objectives, the non-fulfillment of which results in imposition of penalties.
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The risks to which we are exposed under these types of contracts are generally technical (design and choice of tailored
versus tried-and-tested technology), operational (site management during performance, acceptance and warranty
phases, ability to use a technology, that may be imposed by the customer) and economic (fluctuations in raw material
prices, other supply prices or foreign exchange rates).

In accordance with standard practice, to the extent possible we seek to cover these risks contractually. We may,
however, encounter difficulties over which we have no control, relating, for example, to the complexity of certain
infrastructure, weather or economic variations, construction contingencies, the purchase and ordering of equipment
and supplies, or changes in performance schedules. In certain cases, we must rely on existing information or studies
provided by the customer that may prove inaccurate or inconsistent, or we may be required to use existing
infrastructure with poorly-adapted operating characteristics. These may lead to non-compliance with contract
specifications or generate additional costs and construction delays, triggering, in certain cases, reductions in our
revenue or contractual penalties, which could negatively affect our financial position, results or outlook. In certain
cases, we must take into consideration public or private customer requests for additional work, whether or not such
changes were provided for contractually. These changes may result in changes in the services provided, necessary
investments or the invoicing method. While contracts generally include clauses providing for the payment of
additional compensation should additional work be requested or should events such as those detailed above occur, we
are nonetheless exposed to the risk of not obtaining sufficient payment to cover additional costs, as well as the risk of
obtaining such amounts only after the passage of time. In addition, the failure of the sub-contractors and suppliers that
we use in the performance of our contracts could generate delays and significant additional costs without the ability to
recover all costs incurred.

The Rights of Governmental Authorities to Terminate or Modify Our Contracts Unilaterally Could Have a
Negative Impact on Our Revenue and Profits.

Contracts with public authorities make up a significant percentage of our revenue. In numerous countries, including
France, public authorities may unilaterally amend or terminate contracts under certain circumstances. While we often
are entitled to compensation, this may not be true in all cases, and even when compensation is due, we may not be
able to obtain full or timely compensation should a contract be unilaterally terminated by the relevant public authority.

We May Make Significant Investments in Projects Without Being Able to Obtain the Required Approvals For the
Project.

To engage in business, in most cases we must sign a contract and sometimes obtain, or renew, various permits and
authorizations from regulatory authorities. The competition and/or negotiation process that must be followed in order
to win such contracts is often long, costly, complex and hard to predict. The same applies to the authorization process
for activities that may harm the environment, which are often preceded by increasingly complex studies and public
investigations. We may invest significant resources in a project or public tender without obtaining the right to perform
the planned activity or sufficient compensation to cover the cost of our investment. This could arise due to failure to
obtain necessary permits or authorizations, or approval from antitrust authorities, or because authorizations are
granted contingent on our abandoning certain of our development projects. This result increases the overall cost of our
activities and could potentially, were the cost of failure to become too high, force us to abandon certain projects.
Should such situations become more frequent, the scope and profitability of our business could be affected.

We Incur Significant Costs of Compliance With Various Environmental, Health and Safety Laws and Regulations.
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We have incurred and will continue to incur significant costs and other expenditures to comply with our
environmental, health and safety obligations as well as in sanitary risk management, in particular with respect to water
emissions, drinking water quality, waste processing, soil and ground water contamination, the quality of smoke
emissions and gas emissions. We are continuously required to incur expenditures to ensure that the installations that
we operate comply with applicable legal, regulatory and administrative requirements, including specific precautionary
and preventative measures, or to advise our customers so that they undertake the necessary compliance work
themselves. Failure by the client to meet its compliance obligations could be prejudicial to us as operator and
adversely affect our reputation and growth capacity.

Furthermore, regulatory bodies have the power to launch proceedings which could lead to the suspension or
cancellation of permits or authorizations held by us or injunctions to suspend or cease certain activities. These
measures may be accompanied by fines and civil or criminal sanctions which could have a significant negative impact
on our reputation, activities, financial position, results or outlook. If we are unable to recover this expenditure through
higher prices, this could adversely affect our operations and profitability.
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Each of our businesses, moreover, may become subject to stricter general or specific laws and regulations, and
correspondingly incur greater compliance expenditures in the future. Moreover, the scope of application of
environmental, health, safety and other laws and regulations is increasing constantly. As environmental laws and
regulations are constantly being amended and tightened, these amendments can require significant compliance
expenditures or investments that we may not be able to foresee.

Our Operations and Activities May Cause Damage or Lead Us to Incur Liability That We Might be Required to
Compensate or Repair.

Increasingly broad laws and regulations expose us to greater risks of liability, in particular environmental liability,
including in connection with assets that we no longer own and activities that have been discontinued. In addition, we
may be required to pay fines, repair damage or undertake improvement work, even when we have conducted our
activities with all due care and in full compliance with operating permits. In addition, due to lack of scientific data or
studies, we may not be aware of risks to human health or the environment caused by our operations that may be
identified in the future.

We could be the subject of legal action to compensate damage caused to individuals, property or the environment
(including the ecosystem). While our policy is to limit our liability contractually, implement prevention and protection
measures and take out insurance policies covering our main accident and operational risks, these precautions may be
insufficient, leaving us exposed to significant liability.

In addition, our subsidiaries in France or abroad may, under environmental services outsourcing contracts, perform
activities at certain environmentally sensitive sites known as high threshold Seveso sites (classified �AS� under the
French �Installations Classified for the Protection of the Environment� (ICPE) system) or low threshold Seveso sites (or
the foreign equivalent), operated by industrial customers (particularly petrochemical or chemical industry sites). With
respect to such sites, we must manage the provision of services with even greater care, given the more dangerous
nature of the products, waste, effluents and emissions to be treated, as well as the close proximity of installations
managed by us to customer sites. The regulatory regime governing Seveso facilities applies only within the European
Union, but we operate several similar sites outside of the European Union that are often subject to the same level of
stringent regulation.

Our Business Operations May Subject Our Employees to Health and Safety Risks.

Our business operations require significant human resources. The intensity, nature and location of the work required,
including on public roads and on customer sites, makes maintaining our employees� safety particularly important.
Despite our specific attention to the health and safety of our employees, which may require us to incur significant
costs, we may nonetheless face increased work accidents and illness (both in frequency and severity).

Human Resources Management Issues and Industrial Disputes Could Have a Negative Impact On Our Image and
Business.

Our operations, which we carry out on behalf of industrial customers or local governments, include the provision of
essential services and always require human labor for their implementation. We operate in diverse locations,
sometimes under difficult working conditions. We cannot guarantee that we will not encounter labor disputes (strikes,
walkouts, blocking access to sites, or the destruction of property in extreme cases) that could interrupt our operations
over a significant period of time. In particular, our transformation, including the implementation of our Convergence
Plan, which includes significant reorganization and the refocusing of our activities on certain businesses and
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geographical regions, could cause industrial relations to deteriorate and negatively affect productivity and,
consequently, our results. Any such disputes could have an adverse effect on our financial condition, results or
outlook, as well as on our reputation.

We May be Unable to Maintain and Recruit Employees With the Skills Necessary For Our Evolving Business.

Our activities require a wide range of continually evolving skills in order to keep up with changes in our sector, in
particular in our environment-related business. We may be unable to locate professionals with new skills, train staff in
new techniques and recruit and train managers in every country where we do business in a timely manner. The
implementation of our Convergence Plan, which involves significant reorganization, may exacerbate this risk.
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There Are Legal Matters in Which Adverse Outcomes Could Have a Material Adverse Effect on Our Business,
Results of Operations and Financial Condition.

New legal proceedings and inquiries involving our Group were initiated in 2012, including a procedure launched by
the European Commission investigating the possible existence of an anti-competitive cartel in the water sector, and
several actions, concern Société Nationale Maritime Corse Méditerranée (SNCM) and include allegations of receiving
improper State Aid. Unfavorable outcomes in these matters, or in other matters, could materially and adversely affect
our results of operations, financial condition, or business. See �Item 8. Financial Information � Consolidated Financial
Statements and Other Financial Information � Litigation� and Note 36 to our Consolidated Financial Statements.

The Unavailability of Our Information Systems Due to Disaster or Successful Hacking Could Have a Material
Adverse Effect on Our Business, Results of Operations and Financial Condition.

Our operations and the management of our business, including the finance and human resources components, depend
on the secure and reliable performance of our information systems. The unavailability of information systems because
of a disaster or successful hacking involving one or more of these information systems could have major
consequences for the quality or even the continuity of
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