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20.2 Statutory Financial Statements 

Balance Sheet as of December 31, 2007 

(in euro) 
 

December 31, 2007 December 31, 
2006 

 

Assets 
GROSS AMORT. 

& PROV. 
NET NET 

  

SHARE CAPITAL SUBSCRIBED BUT NOT CALLED - - - -

  

NON-CURRENT ASSETS  

Intangible assets - - - -

Preliminary expenses - - - -

Research & development expenditure  

Concessions, patents, licenses, trademarks, processes, 
software, rights and similar 14,095,025 5,504,769

 
8,590,256 683,258

Purchased goodwill (1)  -

Other intangibles  -

Intangible assets under construction 11,637,090 11,637,090 9,837,811

Property, plant and equipment  

Land  -

Buildings  -

Industrial and technical plant  -

Other plant and equipment 2,498,717 1,353,078 1,145,639 1,581,547

PP&E under construction  -

Payments on account - PP&E 947,596 947,596 -

Long-term loans and investments (2)  

Equity investments 12,892,844,164 73,734,336 12,819,109,828 11,515,851,486

Loans to equity investments 5,761,108,560 5,761,108,560 4,523,054,911

Long-term portfolio investments (TIAP)  -

Other long-term investment securities 128,841,117 128,841,117 49,845,377

Loans 67,200 67,200 492,577

Other long-term loans and investments 357,539,459 357,539,459 369,886,213

 

TOTAL (I) 19,169,578,928 80,592,183

 

19,088,986,745 16,471,233,180
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CURRENT ASSETS  

Inventories and work-in-progress  

Raw materials & supplies  -

Work in process – goods and services  -

Semi-finished and finished goods  -

Bought-in goods  -

  

Payments on account – inventories 3,864,805 3,864,805 1,267,899

  

Receivables (3) :  

Trade receivables  

Trade receivables and related accounts 157,514,635 157,514,635 108,987,706

Other receivables 3,433,064,251 3,433,064,251 3,155,703,101

Miscellaneous receivables  

Share capital subscribed and called but not paid in  -

  

Marketable securities  

Treasury shares 146,620,244 146,620,244 156,473,955

Other securities 1,395,106,916 1,395,106,916 1,035,645,355

Treasury instruments - Assets 204,145,696 204,145,696 159,529,286

  

Cash at bank and in hand 144,402,086 144,402,086 43,796,938

  

Prepayments (4) 26,702,630 26,702,630 38,490,391

 

TOTAL (II) 5,511,421,263

 

5,511,421,263 4,699,894,631

ACCRUED INCOME AND DEFERRED CHARGES  

Deferred charges (III) 29,073,409 29,073,409 27,079,076

Bond redemption premiums (IV) 54,912,432 54,912,432 38,795,885

Unrealized foreign exchange losses (V) 136,507,515 136,507,515 68,706,536

 

GRAND TOTAL (I+II+III+IV+V) 24,901,493,547 80,592,183

 

24,820,901,364 21,305,709,308

  
(1)  Of which leasehold rights - -
(2)  Portion due within less than one year 43,410,981 91,587,859
(3)  Portion due within more than one year 28,874,982 24,598,855
(4)  Portion due within more than one year 16,903,682 23,851,756
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EQUITY AND LIABILITIES 

 

 

2007 

 

2006 

  

SHAREHOLDERS’ EQUITY  

Share capital (of which paid in: 2,358,813,780) 2,358,813,780 2,063,132,750

Additional paid-in capital 8,992,260,346 6,453,910,817

Revaluation reserves  -

Equity accounting revaluation reserve  -

  

Reserves:  

Reserve required by law 152,255,065 131,507,792

Reserves required under the bylaws or contractually  -

Special long-term capital gain reserve  -

Other reserves 343,226,042 343,226,042

Retained earnings 707,146,231 732,650,010

Net income (loss) for the period 491,255,300 414,945,460

 

SUB-TOTAL: Shareholders’ equity 

 

13,044,956,764 10,139,372,871

  

INVESTMENT SUBSIDIES  -

TAX-DRIVEN PROVISIONS 12,522 -

 

TOTAL (I) 

 

13,044,969,286 10,139,372,871

  

EQUITY EQUIVALENTS  

Proceeds from issues of equity equivalent securities - -

Subordinated loans - -

Other - -

 

TOTAL (I B) 

- -

  

PROVISIONS :  

Provisions for contingencies 144,403,864 70,955,790

Provisions for losses 7,264,144 7,420,512

 

TOTAL (II) 

 

151,668,008 78,376,302
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LIABILITIES (1) :  

Convertible bonds  -

Other bonds 10,119,080,120 8,814,955,333

Bank borrowings (2) 344,835,031 384,551,290

Other borrowings 805,821,319 1,570,563,620

Payments received on account for work-in-progress 88,048 88,048

  

Operating liabilities  

Trade payables and related accounts 75,437,600 57,280,933

Tax and employee-related liabilities 50,822,626 55,610,484

Other operating liabilities  -

  

Other liabilities  

Amounts payable in respect of PP&E and related accounts 12,705,449 4,551,915

Tax liabilities (income tax)  -

Other miscellaneous liabilities 44,367,591 40,180,370

  

Treasury instruments - Liabilities 48,607,806 43,625,545

  

DEFERRED INCOME AND MISCELLANEOUS  

Deferred income 31,760,779 37,224,675

 

TOTAL (III) 

 

11,533,526,368 11,008,632,213

  

UNREALIZED FOREIGN EXCHANGE GAINS (IV) 90,737,702 79,327,923

  

 

GRAND TOTAL (I+II+III+IV) 

 

24,820,901,364 21,305,709,308

  

  

  
(1)  Portion due in more than one year 9,131,487,874 8,494,198,790

Portion due in less than one year 2,370,277,713 2,477,208,746
(2)  of which overdrafts and current bank facilities 3,944,502 18,067,749
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Income statement for the year ended December 31, 2007 

(in euro) 

  

2007 

 

2006 

  

OPERATING REVENUE (1) :  

Sales of bought-in goods - -

Sales of own goods and services 350,419,767 325,548,450

  

NET SALES 350,419,767 325,548,450

Of which export sales  -

  

Changes in inventory of own production of goods and services  -

Own production capitalized  -

Operating subsidies 21,977 25,612

Write-back of depreciation, amortization and provisions and expense 
reclassifications 

6,184,098 12,005,000

Other revenue 29,067 11,512

 

TOTAL (I) 

 

356,654,909 337,590,574

  

OPERATING EXPENSES (2) :  

Purchases of bought-in goods - -

Change in inventories of bought-in goods - -

Purchases of raw materials and other supplies - -

Change in inventories of raw materials and other supplies - -

Other purchases and external charges (*) 379,543,501 345,923,436

Duties and taxes other than income tax 6,638,176 8,370,840

Wages and salaries 43,217,421 39,172,598

Social security contributions 20,429,538 15,549,059

Depreciation, amortization and charges to provisions :  

On non-current assets: depreciation and amortization 6,823,452 5,227,263

On non-current assets: charges to provisions  -

On current assets: charges to provisions  -

For contingencies and losses: charges to provisions 2,908,510 45,400

Other charges 1,764,267 2,161,447

 

TOTAL (II) 

 

461,324,865 416,450,043
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1.  OPERATING INCOME (I – II) (104,669,956) (78,859,469)

  

JOINT VENTURE OPERATIONS :  

Profits transferred in or losses transferred out (III) - -

Profits transferred out or losses transferred in (IV) - -

  

  

  
(*) Of which:   Equipment finance lease installments - -

Real estate finance lease installments - -

  

  
(1) Of which income relating to prior periods - -
(2) Of which expenses relating to prior periods - -
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2007 

 

 

2006 

  

FINANCIAL INCOME (3)  

Financial income from equity investments 772,923,597 724,025,052

Revenue from other securities and long-term receivables 2,244,950 2,065,683

Other interest and similar income 227,465,524 207,995,197

Write-back of provisions and expense reclassifications 71,067,183 33,820,898

Foreign exchange gains 650,377,335 299,759,956

Net proceeds from the sale of marketable securities 49,844,718 25,197,943

 

TOTAL (V) 

 

1,773,923,307 1,292,864,729

  

FINANCIAL EXPENSES  

Amortization and charges to provisions for financial items 166,227,896 84,779,350

Interest and similar expenses (4) 574,407,355 565,855,251

Foreign exchange losses 568,538,733 299,935,120

Net expenses on sales of marketable securities 241,586 -

 

TOTAL (VI) 

 

1,309,415,570 950,569,721

  

2. NET FINANCIAL INCOME (EXPENSE) (V–VI) 464,507,737 342,295,008

  

3. NET INCOME FROM ORDINARY ACTIVITIES BEFORE TAX  
(I-II+III-IV+V-VI) 

 
359,837,781 263,435,539

  

EXCEPTIONAL INCOME  

Exceptional income from non-capital transactions 227,325 2,800

Exceptional income from capital transactions 1,996,420 254,313,591

Write-back of provisions and expense reclassifications 3,420,237 -

 

TOTAL (VII) 

 

5,643,982 254,316,391

  

EXCEPTIONAL EXPENSES  

Exceptional expenses on non-capital transactions 37,026,300 7,549,657

Exceptional expenses on capital transactions 2,333,605 324,605,388

Exceptional depreciation, amortization and charges to provisions 370,575 7,442,958
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TOTAL (VIII) 39,730,480 339,598,003

  

4. NET EXCEPTIONAL ITEMS (VII–VIII) (34,086,498) (85,281,612)

  

STATUTORY EMPLOYEE PROFIT-SHARING (IX)  -

  

INCOME TAX EXPENSE (X) 165,504,017 236,791,533

  

 

TOTAL INCOME  (I+III+V+VII) 

 

2,136,222,198 1,884,771,694

 

TOTAL EXPENSES (II+IV+VI+VIII+IX-X) 

 

1,644,966,898 1,469,826,234

 

NET INCOME (LOSS) 

 

491,255,300 414,945,460

  

  

(3) Of which income from related parties 1,200,492,629 908,170,343

(4) Of which interest charged by related parties 30,251,116 14,974,920
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Proposed appropriation of 2007 net income 
(in euro) 

  

2007 

 

 

2007 accounting net income 491,255,300

 

Retained earnings 707,146,230

 

Gross distributable reserves 1,198,401,530

 

Dividend distribution (€1.21 x  456,642,102 shares) (1) 552,536,943

Reserve required by law 24,562,765

 

Retained earnings 621,301,822

 

Gross distributable reserves 

 

1,198,401,530

(1) As of December 31, 2007, the share capital comprises 471,762,756 shares, including 15,120,654 treasury shares. As 
treasury shares are not entitled to dividends, the total distribution may change depending on the number of treasury 
shares held at the dividend payment date.  
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Statement of source and application of funds 

(in € thousands) 
 2007 

 

2006 

SOURCE OF FUNDS:   

Operating cash before changes in working capital  593,103 618,530 

   

Disposals or decreases in non-current assets:   

Disposals of intangible assets and PP&E  153 - 

Disposals of equity investments  111 174,426 

Repayment of contributions  - - 

Repayment of financial receivables (long-term advances)  993,179 365,114 

Repayment of deposits and guarantees  528,855 463,158 

   

Increase in shareholders’ equity  2,834,031 165,911 

   

New medium and long-term borrowings  1,893,778 1,440,400 

TOTAL SOURCE OF FUNDS 6,843,210 3,227,539 

APPLICATION OF FUNDS:   

   

Dividend distribution (excluding withholding tax)  419,702 336,341 

   

Acquisitions or purchases of non-current assets:   

Intangible assets and PP&E 13,012 9,173 

Long-term loans and investments:   

Equity investments 1,304,125 324,432 

Long-term financial receivables  2,241,907 1,228,500 

Deposits and guarantees  519,355 468,678 

Other long-term loans and investments - 106,925 

   

Decrease in shareholders’ equity - 2,971 

   

Principal payments on borrowings   666,508 90,381 

TOTAL APPLICATION OF FUNDS 5,164,609 2,567,401 

Increase / decrease in working capital 1,678,601 660,138 

TOTAL 6,843,210 3,227,539 
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Notes to the company financial statements 
 
NOTE 1. MAJOR EVENTS OF THE PERIOD 

1.1. Company financing 

1.1.1. Share capital increase with retention of preferential subscription rights 

Pursuant to the authorization granted by the Combined Shareholders’ Meeting of May 11, 2006 in the 
seventeenth resolution and in accordance with the decision of the Board of Directors’ meeting of June 
10, 2007 to perform a share capital increase, the Chairman and Chief Executive Officer, using the 
powers conferred on him by the Board of Directors, decided to perform a share capital increase with 
retention of preferential subscription rights. The subscription period opened on June 14 and closed on 
June 27, 2007. 

At the end of this subscription period and based on a certificate of deposit drawn up by Société 
Générale, the Chairman and Chief Executive Officer duly noted on July 10, 2007, the performance of 
a share capital increase for cash in the amount of €2,581,469,688. 51,941,040 new shares with a par 
value of €5 each were issued, representing a share capital increase of €259,705,200 and additional 
paid-in capital of €2,321,764,488. Costs relating to this transaction were deducted from additional 
paid-in capital in the amount of €23,350,353, net of tax.  

As a result of this share capital increase and in order to preserve the rights of holders of share 
subscription and purchase options not exercised prior to the date of suspension of exercise rights (June 
21, 2007), the Chairman and Chief Executive Officer decided to adjust the exchange parity of these 
options. 

 
1.1.2. Share capital increase reserved for employees 

By decision of the Chairman and Chief Executive Officer on December 12, 2007 and in accordance 
with the authorization granted by the Annual Shareholders’ Meeting of May 10, 2007 in the eleventh 
resolution, Veolia Environnement performed a share capital increase of €157.3 million subscribed to 
by members of the French and International Group Savings Plans. 

Pursuant to the eleventh resolution adopted by the Combined Shareholders’ Meeting of May 10, 2007, 
the Chairman and Chief Executive Officer decided to grant 52,747 share subscription warrants to the 
Sequoia Plus Deutschland 2007 employee savings fund for no consideration, as part of the 
implementation of the leveraged secure formula. These share subscription warrants were granted 
instead of the 20% discount on shares subscribed by the Sequoia Plus Deutschland 2007 employee 
savings fund, in response to local tax restrictions in this country. Each subscription warrant provides 
the right to subscribe for one Veolia Environnement share at a price of €60.23 and may be exercised at 
any time up to and including December 31, 2012. Any share subscription warrants not exercised at 
midnight December 31, 2012 shall expire. 

This share capital increase received an employer contribution in the form of new shares with a value of 
€16.0 million.  

Therefore, 3,188,580 new shares were issued at €48.18 each and 61,866 new shares at €60.23 each, 
representing a share capital increase of €16.3 million and additional paid-in capital of €141.1 million. 
Costs relating to this transaction were deducted from additional paid-in capital in the amount of €1.1 
million, net of tax. 

The new shares, which are eligible for dividends from January 1, 2007, are equivalent to existing 
shares and are entitled to dividends distributed in 2008 in respect of 2007. 
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1.1.3. Exercise of share subscription options 

Stock options exercised in 2007 led to the creation of 3,944,720 new shares with a par value of €5 
each, representing a share capital increase of €19.7 million and additional paid-in capital of €100 
million. The stock options exercised mainly concerned plans granted in 2001, 2002 and 2003. 

 
1.1.4. New bond issues 

Three bond issues were performed in 2007. The first issue of €200 million was performed on February 
26, 2007 and matures on August 26, 2008. The second issue of €1 billion was performed on May 24, 
2007 and matures on May 24, 2022. Finally, the third issue of GBP 500 million (euro equivalent of 
€715 million) was performed on October 29, 2007 and matures on October 29, 2037.  

 
1.1.5. Maturity of certain bond issues 

Two bond issues of €491 million and €142 million, issued in November 2005 and January 2006, 
respectively, arrived at maturity in May 2007 and July 2007. 

 
1.2. Subsidiary financing 

 
1.2.1. Veolia Propreté 

Veolia Environnement subscribed to the share capital increase decided by the Veolia Propreté 
Extraordinary Shareholders’ Meeting of December 20, 2007, via the capitalization as of December 31, 
2007 of a liquid and payable receivable certified by the statutory auditors of €350 million. 

 
1.2.2. Veolia Transport 

Pursuant to the authorization granted by the Veolia Transport Board of Directors on October 19, 2007, 
Veolia Environnement subscribed to a share capital increase by capitalization of a liquid and payable 
receivable certified by the statutory auditors of €349.9 million as of December 31, 2007. 

 
1.2.3. VENAO  

Pursuant to the authorization granted by the VENAO Board of Directors on November 7, 2007, Veolia 
Environnement subscribed on December 11, 2007 to a share capital increase of USD 605 million 
(€412.3 million) performed by its subsidiary VENAO. This transaction was performed in order to 
finance the acquisition of Thermal North America Inc. (TNAI). 

 
1.2.4. Veolia Energie (formerly VIGIE 20) 

Pursuant to the third resolution adopted by the sole shareholder of Veolia Energie on December 5, 
2007, Veolia Environnement subscribed to a share capital increase of €137 million. This transaction 
enabled the financing, via a subsidiary, of the acquisition of Thermal North America Inc. (TNAI). 

 
1.2.5. Veolia PPP Finance 

Exercising the subscription rights granted by the Extraordinary Shareholders’ Meeting of Veolia PPP 
Finance on November 5, 2007, Veolia Environnement subscribed as of right to a share capital increase 
for cash of €34.9 million. The other shareholders waived their preferential subscription rights.  
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1.2.6. Acquisition of the Sulo Group 

Pursuant to the acquisition of the Sulo Group by Veolia Propreté, Veolia Environnement provided its 
new subsidiaries with long-term loans totaling €808 million in July 2007. 
 

1.3. Other events 

1.3.1 Equity investments 

On October 29, 2007, Veolia Environnement acquired a 50% stake in EOLFI (Investment fund 
specializing in wind turbines) for a consideration of €18 million. 
 

1.3.2 Fixed annual payment 

Under the terms of a tax review of a Dalkia subsidiary (Prodith) and based on a comprehensive 
agreement implemented on July 19, 2007 between the National and International Tax Review 
Department, (Direction des Vérifications nationales et internationals), Prodith and Veolia 
Environnement, the latter agreed, as an active partner, to withdraw from the share capital of Prodith. 
Prodith therefore exited the “fixed annual payment” mechanism and in this respect Veolia 
Environnement agreed to make a payment in full and final settlement of €19.6 million. This 
exceptional charge is tax deductible within Veolia Environnement and represents taxable income in 
Prodith. 

 

NOTE 2. ACCOUNTING PRINCIPLES AND METHODS 

2.1. Basis of preparation 

The company financial statements for the year ended December 31, 2007 are prepared and presented 
in accordance with legislative and regulatory provisions applicable in France.  

Amounts recorded in the accounts are valued on a historical cost basis.  

The accounting period ends on December 31, 2007 and has a duration of 12 months.  

2.2. Main accounting policies 

Non-current assets: On initial recognition in the accounts, non-current assets are recorded at 
acquisition cost if acquired for valuable consideration, at market value if acquired for nil consideration 
or at production cost if produced by the company.  

Intangible assets: Software is amortized over the expected period of use, of between one and four 
years. 

Property, plant and equipment: Depreciation is calculated over the expected period of use. More 
specifically, fixtures and fittings and installations are depreciated on a straight-line basis over periods 
of six to ten years. IT hardware is depreciated on a declining balance basis over periods of three to five 
years. Furniture and office equipment is depreciated on a straight-line basis over periods of between 
five and ten years. Finally, vehicles are depreciated on a straight-line basis over five years. 

Equity investments: This heading records the acquisition cost of securities held by Veolia 
Environnement in companies over which it exercises control or significant influence, directly or 
indirectly. 
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At the date of entry into company assets, the net carrying amount of “Equity investments” is their 
acquisition cost. The company has elected to capitalize costs relating to the acquisition of equity 
investments. At all other dates, equity investments are measured at their value in use to the company, 
determined based on criteria encompassing profitability, growth perspectives, net assets and the stock 
market value of securities held, where applicable. Where the net carrying amount of an equity 
investment exceeds its value in use, an impairment provision is recorded in the amount of the 
difference. 
 
Pursuant to the change in tax regime applicable to equity investment acquisition costs introduced by 
Article 21 of the 2007 Finance Act and completed by Article 209 of the French General Tax Code and 
based on Opinion n°2007-C of June 15, 2007 issued by the Urgent Issues Taskforce of the French 
National Accounting Institute (Conseil National de la Comptabilité), Veolia Environnement 
recognizes the tax deferral of security acquisition costs over a period of five years in the accelerated 
depreciation account with effect from January 1, 2007. 
 
Other long-term loans and investments: Treasury shares are recorded in long-term investment 
securities when earmarked for external growth operations. They are recognized at acquisition cost and 
an impairment provision is recorded if their market value is less than their net carrying amount. 

Marketable securities: Marketable securities comprise treasury shares held in respect of Group 
Savings Plans and stock option plans and other highly liquid investment securities. Treasury shares are 
classified as marketable securities when purchased for presentation to employees under stock option 
plans and employee savings plans benefiting certain employees. Marketable securities are recognized 
at acquisition cost and an impairment provision is recorded if their market value is less than their net 
carrying amount. 

Foreign currency-denominated transactions: During the year, foreign currency-denominated 
transactions are translated into euro at the daily exchange rate.  

Liabilities, receivables and cash balances denominated in currencies other than the euro are recorded 
in the balance sheet at their euro equivalent determined using year-end exchange rates. Gains and 
losses resulting from the translation of foreign currency liabilities and receivables and related hedge 
transactions at year-end exchange rates are recorded in Unrealized foreign exchange gains and losses. 

In accordance with Article 342-7 of the French General Chart of Accounts, unrealized foreign 
exchange gains and losses on foreign currency cash accounts are recognized directly in foreign 
exchange gains and losses. Similarly, in 2007, foreign exchange gains and losses on subsidiary current 
accounts equivalent in nature to cash accounts were recognized directly in foreign exchange gains and 
losses.  

Pursuant to Articles 372.2 and 342.6.I of the 1999 French General Chart of Accounts, Veolia 
Environnement applies hedge accounting to clearly identified and documented matching structural 
foreign exchange positions, which seek to perfectly hedge the consequences of currency fluctuations. 
Foreign exchange gains and losses arising on components of this matching exposure are recognized in 
order to offset the hedged item. 

Other foreign exchanges liabilities, receivables and derivatives not forming part of matching hedge 
relationships are included in the overall foreign exchange position per currency, as provided in Article 
346 III of the French General Chart of Accounts. 

Contingency provisions are recorded in respect of all unrealized foreign exchange losses identified on 
matching foreign exchange positions and overall foreign exchange positions by currency. 

Recognition of financial transactions: Financial operations (loans, borrowings, derivatives, etc.) are 
recognized at the value date, with the exception of cash pooling transactions with subsidiaries which 
are recognized at the trade date. 
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Inflation-linked bond issue: the issue premium is fixed on issue and amortized on a time apportioned 
basis over the bond term. The redemption premium, equal to the difference between the redemption 
value and the nominal value is revalued based on the inflation ratio observed at each balance sheet 
date. 

Derivatives: Veolia Environnement manages its market risks relating to fluctuations in interest rates 
and foreign exchange rates using derivatives and notably interest rate swaps, interest rate option 
contracts (caps and floors), currency forwards, currency swaps and currency options. These 
instruments are primarily used for hedging purposes. 

The notional amounts of instruments are recorded in specific off-balance sheet accounts. 

Interest-rate derivatives: 

Income and expenses relating to the use of these instruments are recognized in the Income statement to 
match income and expenses on the hedged transactions. Certain transactions satisfying the criteria laid 
down in the Veolia Environnement hedging policy are not recognized as hedges for accounting 
purposes. These transactions are recognized as follows: 

• Unrealized losses, calculated for each instrument traded over-the-counter (OTC), are fully 
reserved; 
• Unrealized gains on OTC instruments are recognized in income on the unwinding of the 
transaction only; 
• Unrealized gains and losses on instruments traded on organized markets are recognized directly in 
profit or loss. 

Currency derivatives: 

Firm currency financial instruments are valued by comparison with the closing exchange rate defined 
by the European Central Bank. The difference between the spot rate of the instrument and the closing 
rate is recognized in unrealized foreign exchange gains and losses and the difference between the 
forward rate and the spot rate of the instrument is recorded in a specific financial instruments account 
entitled “premium/discount”. This distinguishes the interest rate impact from the currency impact.  

These currency derivatives are either included in the overall foreign exchange position or allocated to 
hedge an identified structural foreign exchange position. 

Valuation of provisions for contingencies and losses: Provisions for contingencies and losses are 
valued at the best estimate of the outflow of resources necessary to settle the obligation. When valuing 
a single obligation in the presence of several valuation assumptions concerning the outflow of 
resources necessary, the best estimate is the most probable assumption. 

Valuation of provisions for paid leave, incentive schemes and bonuses: 

Provision for paid leave: 

As the reference period for the acquisition of entitlement is the calendar year, that is from January 1 to 
December 31 of the current year and all employees are required to take all leave before the end of each 
fiscal year, the company does not record a provision for paid leave.  
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Provision for incentive schemes: 

Under the current agreement, the unit amount of incentive payments is based on the rate of growth in 
profits, adjusted for exogenous factors and changes in scope that could significantly affect trends. 
Based on the observed growth rate, the level of incentive payments is determined using a clearly 
defined chart. The total euro amount of incentive payments provided is equal to the individual amount 
determined above multiplied by the number of beneficiaries given by the Human Resources 
Department.  

Provision for bonuses: 

This provision is determined based on the amount of bonuses awarded in the previous year multiplied 
by an estimated percentage increase and adjusted for changes in employee numbers.  

Concept of Income from ordinary activities and Exceptional items: Items concerning the ordinary 
activities of the company, even if exceptional in amount or frequency, are included in Income from 
ordinary activities. Only those items that do not concern the ordinary activities of the company are 
recognized in exceptional items.  

Valuation of employee-related commitments: Pursuant to Article L 123-13 of the French 
Commercial Code, Veolia Environnement has elected not to recognize a provision for retirement 
benefits and other employee commitments. This information is presented in off-balance sheet 
commitments in the notes to the financial statements. 



 

349 

 

NOTE 3. BALANCE SHEET ASSETS 

3.1. Non-current assets 

Movements in gross values: 

 

(in € thousands) 

Opening 
balance 

Additions Disposals 
Closing 
balance 

Intangible assets 14,132 11,667 67 25,732 

Property, plant and equipment 2,559 1,345 458 3,446 

Long-term loans and investments     

Equity investments 11,588,830 1,304,125 111 12,892,844 

Loans to equity investments 4,523,055 2,169,799 931,746 5,761,108 

Other long-term investment securities 49,989 100,931 22,078 128,842 

Loans 492 7 432 67 

Other long-term loans and investments 369,886 519,793 532,140 357,539 

Total 16,548,943 4,107,667 1,487,032 19,169,578 

 

Movements in depreciation, amortization and non-current asset provisions 

 

(in € thousands) 

Opening 
balance 

Addition 
Charge 

Utilization/Release 
Closing 
balance 

Amortization of intangible assets 3,611 1,921 27 5,505 

Depreciation of property, plant and equipment 977 716 340 1,353 

Financial impairment provisions 73,121 770 157 73,734 

Total 77,709 3,407 524 80,592 

Nature of charges and releases:  

. Operating Exploitation 2,634 0 

. Financial. Financier 770 157 

. Exceptional 3 0 

Total 3,407 157 
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Intangible assets: 

Intangible assets consist of software in the amount of €14,095 thousand and intangible assets under 
construction of €11,637 thousand. 

Long-term loans and investments: 

a) Equity investments: Equity investments total €12,892,844 thousand as of December 31, 2007. 

The increase in equity investments breaks down as follows: 

(in € thousands) Amount 

Veolia North America share capital increase 412,266 

Veolia Propreté share capital increase 350,001 

Veolia Transport share capital increase 349,993 

Veolia Energie (formerly Vigie 20AS) share capital increase 137,000 

Veolia PPP Finances (formerly Vigie 9) share capital increase 34,965 

Acquisition of Eolfi 18,363 

Other acquisitions 868 

Other share capital increases 669 

 

The decrease in equity investments breaks down as follows: 

(in € thousands) Amount 

Divestiture of Vigies 18AS, 19AS, 27AS   111 

 

b)Loans to equity investments: This heading totals €5,761,109 thousand as of December 31, 2007. 

It breaks down as follows: 

• Resetting loans granted to: 
 

(in € thousands) 

Opening 
balance 

Increase Decrease 

Foreign 
exchange 

translation 

Closing 
balance 

Campus Veolia Environnement 

Sulo 

23,125 

0 

3 

808,124 

1,492 

0 

0 

0 

21,636 

808,124 

Total 23,125 808,127 1,492 0 829,760 

 



 

351 

• Long-term advances granted to: 
 

(in € thousands) 
Opening 
balance Increase Decrease 

Foreign 
exchange 

translation 
Closing 
balance 

Veolia Water 285,145 0 357,959 72,814 0 

Veolia Transport 952,293 213,913 153,705 (1,485) 1,011,015 

Veolia Eau (Compagnie Générale des Eaux) 993,868 606,269 323,630 (6,340) 1,270,168 

Veolia Propreté 1,631,993 466,149 163,705 8,591 1,943,028 

Centre d’Analyses Environnementales 6,702 1 2 0 6,701 

Dalkia International 629,223 75,334 5,004 178 699,731 

Ofis (Office Français d’Ingénierie Sanitaire) 705 6 5 0 706 

Total 4,499,929 1,361,672 1,004,010 73,758 4,931,349 

 

c)Other long-term investment securities: This heading comprises subordinated shares issued as part of 
a securitization program launched in 2002 and renewed in June 2007, of €109,238 thousand (including 
accrued interest), a perpetual subordinated loan granted to Veolia PPP Finances (formerly Vigie 9) of 
€15,098 thousand (including accrued interest) and shares in the Demeter venture capital mutual fund 
of €4,506 thousand. Veolia Environnement was recognized as a qualified investor in the Demeter 
fund, within the meaning of Article L.411-2 of the French Monetary and Financial Code. 

d)Other long-term loans and investments: This heading includes 8,726,400 treasury shares with a 
gross value of €314,110 thousand and guarantee deposits in respect of subsidiary financing operations 
of GBP 18,000 and USD 7,200 thousand, representing a euro equivalent of €30,118 thousand and a 
deposit of CZH 334,000 thousand, representing a euro equivalent of €12,543 thousand. 

3.2. Prepayments 

Prepayments total €26,703 thousand and include swap balancing cash adjustments of €23,852 
thousand, operating prepayments of €2,452 thousand concerning in particular insurance and 
professional fees and interest paid in advance on treasury notes of €399 thousand. 

3.3. Accrued income and deferred charges 

3.3.1. Bond redemption premiums 

Bond redemption premiums total €54,912 thousand.  

Bond redemption premiums are amortized on a straight-line basis over the bond term.  

The two new bond issues led to the payment of redemption premiums of €21,581 thousand. 

3.3.2. Deferred charges: loan issue costs 

Bond issue costs are spread on a straight-line basis over the bond term. Net deferred charges as of 
December 31, 2007 total €21,920 thousand.  

The two new bond issues led to the payment of issue costs of €6,184 thousand.  
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Other deferred charges total €7,153 thousand and mainly comprise issue costs incurred in prior years 
in setting up credit lines of €3,500 million and CZK 8,000 million and the cost of renegotiating these 
credit lines to €4,000 million and CZK 12,000 million respectively.  

3.4. Accrued income (in € thousands) 

 

Accrued income included in balance sheet headings 2007 2006 

Loans to equity investments 28,492 34,758 

Other long-term investment securities 233 71 

Loans 7 6 

Other long-term loans and investments 536 558 

Trade receivables and related accounts 42,665 44,710 

Other receivables 9,919 8,100 

Marketable securities 10,468 10,782 

Treasury instruments 94,751 92,086 

Total 187,071 191,071 
 

3.5. Other receivables 

Other receivables total €3,433,064 thousand and mainly comprise the following balances: 

(in € thousands) 2007 2006 

Current accounts with Veolia Eau (Compagnie Générale des Eaux )  

1,048,710 

 

755,875 

Current account with Veolia UK 1,095,558 1,187,812 

Current accounts with Veolia Propreté 300,889 305,272 

Current accounts with Dalkia International 282,116 188,329 

Current accounts with  Veolia Water 0 118,676 

Current account with Dalkia Holding 181,191 84,573 

Tax group current accounts 13,247 60,067 

Current accounts with Veolia Transport 229,839 229,861 

Accrued interest receivable 7,437 8,057 

“C” shares relating to the securitization program* 44,105 39,952 

Current account with Campus Veolia Environnement 8,359 5,634 

Current account with GIE Kléber 18,356 13,239 

Current account with VIGIE 2 6,437 6,179 

Current account with Sense 0 2,102 

Current accounts with Collex 110,127 112,095 

Current account with VIGIE 14 AS (formerly Viven’Up) 250 667 
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Current account with STPE (formerly VIGIE 8) 50 644 

VAT accounts 8,070 5,025 

Income tax account 36,132 30,179 

Current account with Dalkia France 1,447 0 

Current account with Sulo 31,980 0 

Current account with Veolia Competition 2,066 0 

Current account with Veolia Environnement Industrie 1,121 0 

Current account with V3PF (formerly Vigie 9) 102 0 

 

(*) The value of “C” shares carried by Veolia Environnement in respect of the receivables securitization program is €44,105 thousand. A 
liability of the same amount is recognized to these companies. 

3.6. Foreign exchange gains and losses 

Foreign exchange gains and losses concern hedges of matching foreign exchange structural positions 
and overall foreign exchange positions by currency. 

(in € thousands) Unrealized foreign 
exchange losses 

Unrealized 
foreign exchange 

gains 

Foreign exchange hedge of a structural foreign exchange position (Note 3.6.1) 11,150 69,195 

Overall foreign exchange position (Note 3.6.2) 125,358 21,542 

Total 136,508 90,737 

 

The following tables present the foreign exchange positions for the main currencies determined at the 
balance sheet date  

3.6.1. Unrealized foreign exchange gains and losses on matching foreign exchange positions (in 
€ thousands) 

Gross amount 
before 

hedging 

Offset by 
currency hedge 

 

Account heading concerned by the foreign 
exchange gain/loss 

Unrealized 
foreign 

exchange 
losses 

Unrealized 
foreign 

exchange 
gains 

Total net 
unrealized 

foreign 
exchange loss 
after hedging 

 

Provision for 
contingencies 

Loans 161 9,399   

Borrowings 20,388 0   

Currency derivatives 0 0   

Total CZK 20,549 9,399 11,150 11,150 

Grand total 20,549 9,399 11,150 11,150 
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Gross amount 
before hedging 

Offset by 
currency hedge 

 

Account heading concerned by the foreign exchange 
gain/loss Unrealized 

foreign exchange 
losses 

Unrealized 
foreign exchange 

gains 

Total net 
unrealized 

foreign exchange 
gain after 
hedging 

Loans 148,539 6,593  

Borrowings 0 146,402  

Currency derivatives 0 64,739  

Total USD 148,539 217,734 69,195 

Grand total 148,539 217,734 69,195 

 

3.6.2. Unrealized foreign exchange gains and losses on overall foreign exchange positions 
excluding matching foreign exchange positions (in € thousands) 

Gross amount 
before 

hedging 

Offset by 
currency hedge 

 

Account heading concerned by the foreign 
exchange gain/loss 

Unrealized 
foreign 

exchange 
losses 

Unrealized 
foreign 

exchange 
gains 

Total net 
unrealized 

foreign 
exchange loss 
after hedging 

 

Provision for 
contingencies 

Loans 50 132   

Borrowings 0 0   

Currency derivatives 248 96   

Total CHF 298 229 69 69 

Loans 111 0   

Borrowings 22,959 0   

Currency derivatives 1,577 2   

Total CZK 24,647 2 24,645 24,645 

Loans 5,905 0   

Borrowings 0 34,687   

Current accounts 131,391 0   

Currency derivatives 1,592 4,707   

Total GBP 138,888 39,394 99,494 99,494 

Loans 4,056 0   

Borrowings 0 0   

Currency derivatives 502 4,156   

Total HKD 4,558 4,156 402 402 

Loans 0 0   

Borrowings 0 0   

Currency derivatives 26 0   

Total LTL 26 0 26 26 

Loans 277 384   

Borrowings 0 0   

Currency derivatives 679 189   

Total NOK 956 573 383 383 
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Loans 1,338 0   

Borrowings 0 0   

Currency derivatives 51 1,123   

Total SGD 1,389 1,123 266 266 

Loans 69 0   

Borrowings 0 0   

Currency derivatives 4 0   

Total ZAR 73 0 73 73 

Grand total 170,835 45,477 125,358 125,358 

 

 

Gross amount 
before hedging 

Offset by 
currency hedge 

 

Account heading concerned by the foreign exchange gain/loss 
Unrealized 

foreign 
exchange losses 

Unrealized 
foreign 

exchange gains 

Total net 
unrealized 

foreign 
exchange gain 
after hedging 

Loans 0 0  

Borrowings 0 0  

Currency derivatives 137 180  

Total AED 137 180 43 

Loans 57 268  

Borrowings 0 0  

Currency derivatives 129 2,284  

Total AUD 186 2,552 2,366 

Loans 1,010 350  

Borrowings 0 0  

Currency derivatives 604 1,414  

Total CAD 1,614 1,764 150 

Loans 0 0  

Borrowings 0 0  

Currency derivatives 0 12  

Total DKK 0 12 12 

Loans 0 16  

Borrowings 0 0  

Currency derivatives 63 473  

Total HUF 63 489 426 

Loans 94 173  

Borrowings 0 0  

Currency derivatives 32 108  

Total ILS 126 281 155 
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Loans 0 257  

Borrowings 0 0  

Currency derivatives 69 223  

Total JPY 69 480 411 

Loans 0 15  

Borrowings 0 0  

Currency derivatives 67 132  

Total MXN 67 147 80 

Loans 111 922  

Borrowings 0 0  

Currency derivatives 3,557 3,103  

Total PLN 3,668 4,025 357 

Loans 216 0  

Borrowings 0 0  

Currency derivatives 74 318  

Total RON 290 318 28 

Loans 0 305  

Borrowings 0 0  

Currency derivatives 39 82  

Total SEK 39 387 348 

Loans 65 41  

Borrowings 0 0  

Currency derivatives 7 366  

Total SKK 72 407 335 

Loans 4,768 0  

Borrowings 0 14,516  

Currency derivatives 8,076 15,159  

Total USD 12,844 29,675 16,831 

Grand total 19,175 40,717 21,542 
 

 

3.7. Treasury shares (classified in marketable securities) 

Veolia Environnement holds 15,120,654 treasury shares purchased under the share purchase program, 
including 8,726,400 classified in “Other long-term loans and investments” (see Note 3.1.d above). The 
remaining 6,394,254 shares, recorded in marketable securities and earmarked for an Employee 
Savings Plan, SEQUOIA, have a net value of €146,620 thousand at the year-end. 

3.8. Other securities 

Other securities total €1,395,107 thousand and include certificates of deposit of €600,000 thousand, 
mutual fund investments of €515,180 thousand, monetary notes of €269,458 thousand and accrued 
interest of €10,468 thousand. 
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NOTE 4. BALANCE SHEET LIABILITIES 

 

4.1. Share capital and reserves 

 

(in € thousands) 

 
Opening 
balance 

Increase 

 

Decrease 

 Closing balance

Share capital subscribed, called and paid 2,063,133 295,681  2,358,814 

Additional paid-in capital 2,322,235 2,538,350  4,860,584 

Additional paid-in capital (2003 share 
capital reduction) 3,443,099  3,443,099 

Additional paid-in capital in respect of 
contributions 3,971  3,971 

Additional paid-in capital in respect of 
bonds convertible into shares 681,881  681,881 

Additional paid-in capital in respect of 
share subscription warrants 2,725  2,725 

Reserve required by law 131,508 20,747  152,255 

Special long term capital gain reserve -  - 

Frozen reserves -  - 

Other reserves 343,226  343,226 

Retained earnings 732,650 25,504 707,146 

Prior year net income 414,945  414,945 - 

TOTAL BEFORE NET INCOME 
FOR THE YEAR 

 

 

10,139,373 

 

2,854,778 440,449 12,533,701 

Net income for the year  491,255  491,255 

TOTAL AFTER NET INCOME FOR 
THE YEAR 

 

 

10,139,373 

 

3,346,033 440,449 13,044,956 

 

The share capital comprises 471,762,756 shares of €5 par value each, compared with 412,626,550 
shares of €5 par value each as of December 31, 2006. 

As indicated in the note on the major events of the year, Veolia Environnement performed a share 
capital increase on July 10, 2007 with retention of preferential subscription rights. This increase of 
€259,705,200 involved the issue of 51,941,040 new shares. The additional paid-in capital in respect of 
this increase is €2,321,764,488.  

The costs relating to the share capital issue were deducted, net of tax, from additional paid-in capital in 
the amount of €23,350 thousand.  
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Veolia Environnement also performed a share capital increase on December 12, 2007 reserved for 
employees. This increase of €16,252,230 involved the issue of 3,250,446 new shares. The additional 
paid-in capital in respect of this increase is €141,099,743.58.  

The costs relating to the Group Savings Plan were deducted, net of tax, from additional paid-in capital 
in the amount of €1,141 thousand. 

During 2007, 3,944,720 shares were created following the exercise of stock options, generating an 
increase in share capital of €19,723,600. The additional paid-in capital in respect of these share 
increases is €99,976,699.93.  

As stipulated in Article L. 225-210 of the French Commercial Code (Code de Commerce), Veolia 
Environnement has frozen reserves of an amount at least equal to treasury shares held. These frozen 
reserves are not recorded in a separate balance sheet account as authorized by the same article. Note 
that issue, contribution and merger additional paid-in capital, with the exception of revaluation gains 
and losses, all constituted reserves targeted by this obligation. 

Veolia Environnement has additional paid-in capital in respect of share issues of a net amount of 
€8,303,683 thousand at the balance sheet date.  

4.2. Provisions for contingencies and losses 

Movements in provisions for contingencies and losses: 

 

(in € thousands) 

Opening 
balance 

Additional 
provision 

Utilized Released 
Closing 
balance 

Provision for foreign exchange risk 68,707 136,507 68,707 - 136,507  

Provision for stock options - - - -  

Provisions for other contingencies 2,249 7,851 2,203  7,897 (1) 

Provisions for losses 7,421 3,264 3,420 - 7,264 (2) 

Total 78,376 147,622 74,330 - 151,668  

Nature of additional provisions and releases:   

. Operating 2,909 - -  

. Financial 144,358 70,910   

. Exceptional 355 3,420   

Total 147,622 74,330   
 

(1) Including a provision for unrealized losses on financial instruments (trading) of €7,851 thousand. 

(2) Including a provision for the minimum tax charge due by the Group in respect of 2005 of €4,000 thousand.  
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4.3. Bond issues 

 

(in € thousands) 

Opening 
balance 

Increase Decrease 
Foreign 

exchange 
translation 

Closing 
balance 

Other bonds  8,619,908 1,930,994 633,000 (67,680) 9,850,222 

Accrued interest on other bonds  195,048 268,858 195,048 - 268,858 

Total  8,814,956 2,199,852 828,048 (67,680) 10,119,080 

 

The increase of €2,200 million breaks down as follows: 

• the issue of a €1,000 million fixed-rate bond in May 2007, maturing May 2022, 

• the issue of a €200 million floating-rate bond in February 2007, maturing August 2008, 

• the issue of a GBP 500 million fixed-rate bond in October 2007, maturing October 2037 

• a €15.6 million increase in the inflation-linked bond, 

 
The decrease of €828 million breaks down as follows: 

• the redemption of the EMTN issue on maturity in May 2007 in the amount of €491 million, 

• the redemption of an EMTN issue on maturity in July 2007 in the amount of €142 million, 

 



 

360 

4.4. Bank and other borrowings 

Bank and other borrowings total €1,150,656 thousand and comprise the following main balances: 

(in € thousands) 2007 2006 

Syndicated loan arranged by Crédit Lyonnais 337,990 363,835 

Treasury note outstandings 109,000 733,000 

Loan from Veolia Energie (Dalkia) 207,497 196,681 

Current accounts with Veolia Environnement Services RE 30,434 32,187 

Current accounts with Veolia Transport 2,629 11,896 

Current account with Dalkia France 15 67,993 

Current accounts with Veolia Eau (Compagnie Générale des Eaux) 312,422 477,663 

Current accounts with Dalkia International 19,000 610 

Current accounts with Veolia Propreté 17,499 47,671 

Current account with Ofis 412 209 

Current account with Centre d’Analyses Environnementales 768 202 

Tax group current accounts 20,408 948 

Bank accounts in overdraft 3,945 18,068 

Current account with Sense 18,535 - 

Current account with  Veolia Environnement Industries 0 854 

Current account with Veolia North America 63,631 - 

Current account with Veolia Recherche & Innovation 2,986 - 

 

4.5. Accrued expenses included in the following balance sheet headings: 

(in € thousands) 2007 2006 

Convertible bonds - - 

Other bonds 268,858 195,048 

Bank borrowings 2,900 2,649 

Other borrowings 10,816 462 

Trade payables and related accounts 69,033 55,491 

Tax and employee-related liabilities 20,350 28,143 

Other liabilities 193 229 

Treasury instruments 15,233 19,995 

Total 387,383 302,017 
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4.6. Tax and employee-related liabilities 

Tax and employee-related liabilities total €50,823 thousand and mainly comprise VAT payable of 
€11,605 thousand, output VAT on sales of €14,243 thousand, the provision for performance bonuses 
and related social security contributions of €15,616 thousand and amounts due to social welfare 
organizations of €4,046 thousand. 

4.7. Deferred income 

Deferred income totals €31,761 thousand and mainly comprises balancing cash adjustments on 
derivatives of €30,595 thousand and interest received in advance on certificates of deposit of €1,102 
thousand.  

 

NOTE 5. DEBT MATURITY ANALYSIS 

 

(in € thousands) Amount Falling due 
within one year 

Falling due 
within more 

than one year 

Non-current assets:    

Loans to equity investments 5,761,109 30,047 5,731,062 

Loans 67 53 14 

Other long-term loans and investments 357,539 12,981 344,558 

Current assets:    

Group and associates 3,331,870 3,331,870 0 

Trade receivables and related accounts 157,515 157,515 0 

Other receivables 101,194 72,320 28,874 

Total receivables 9,709,294 3,604,786 6,104,508 

 

 

(in € thousands) Amount Falling due within 
one year 

Falling due within 
one to five years 

Falling due after 
five years 

Liabilities:     

Bonds 10,119,080 1,469,039 1,065,660 7,584,381 

Other borrowings 449,891 111,901 337,990 0 

Group and associates 489,324 489,324 0 0 

Bank current accounts 3,944 3,944   

Group loans 207,497 64,041 143,456 0 

Miscellaneous liabilities 0 0 0 0 

Other 263,790 239,279 15,486 9,025 

Total liabilities 11,533,526 2,377,528 1,562,592 7,593,406 
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NOTE 6. INCOME STATEMENT 

 

6.1. Net income from ordinary activities 

Net income from ordinary activities before tax is €359.8 million.  

Income: 

Operating revenue is €356.7 million and mainly comprises: 

• indemnities received in full and final discharge of repair and maintenance work of €222.8 million, 
• management fees received from subsidiaries of €87.1 million, 
• brand fees of €17.5 million 
• fees for the provision of employees of €9.0 million, 
• transferred operating expenses in respect of bond issue costs of €6.2 million. 

Financial income is €1,773.9 million and mainly comprises: 

• interest received on current accounts and advances to Group companies of €434.8 million 
• foreign exchange gains of €650.4 million 
• dividends of €511.4 million,  
• balancing cash adjustments received on financial instruments of €14.6 million, 
• investment interest of €24.6 million, 
• proceeds from the sale of marketable securities of €49.8 million, 
• reversals of provisions for foreign exchange losses of €68.7 million. 
 

Expenses: 

Operating expenses total €461.3 million and mainly comprise: 

• compensation paid in respect of repair and maintenance work of €228.5 million, 
• personnel costs (wages, salaries and social security contributions) of €63.6 million,  
• taxes other than income tax of €6.6 million,  
• administrative and management costs associated with the management of essential head office 
functions of €151 million,  
• charges to depreciation, amortization and provisions of €6.8 million. 

Financial expenses total €1,309.4 million and mainly comprise: 

• interest on bond issues (including hedges) of €445.4 million,  
• interest paid on other borrowings and treasury notes less interest received on related hedges of 
€48.9 million 
• interest paid on subsidiary current accounts of €18.2 million,  
• amortization of bond redemption premiums of €21.1 million,  
• foreign exchange losses of €568.5 million,  
• balancing cash adjustments paid on financial instruments of €16.5 million, 
• premiums and discounts of €41.6 million, 
• charge to provisions for foreign exchange losses of €136.5 million. 
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6.2. Exceptional items 

Exceptional items represent a net expense of €34.1 million and mainly comprise the payment of an 
indemnity to Prodith of €19.6 million in full and final settlement as explained in the note on the Major 
events of 2007 and pension contributions of €17.3 million in respect of the collective insurance 
contract in favor of Group Executives described below in off-balance sheet commitments. These 
contributions concern fiscal years prior to 2007.  

6.3. Income tax and the consolidated tax group 

Within the framework of a tax group agreement, Veolia Environnement forms a tax group with those 
subsidiaries at least 95% owned that have elected to adopt this regime. Veolia Environnement is liable 
for the full income tax charge due by the resulting tax group. It is also liable for the minimum income 
tax charge, and, where applicable, any withholding tax payable by tax group companies.  

The income tax expense is allocated to the different entities comprising the tax group according to the 
“neutrality” method. Each subsidiary bears the tax charge to which it would have been liable if it were 
not a member of the tax group. The parent company records its own tax charge and the tax saving or 
additional charge resulting from application of the tax group regime.   

The tax group election came into force on January 1, 2001 for a period of five years and benefits from 
tacit renewal failing explicit termination by Veolia Environnement at the end of this five-year period.  

The application of the tax group regime in 2007 is reflected in the Veolia Environnement financial 
statements by a tax saving in respect of the subsidiaries of €180.4 million. The share of the group tax 
credit benefiting Veolia Environnement is €1.1 million in respect of 2007. 

In addition, a correction to the 2006 tax saving was recorded in the amount of -€2.5 million.  

Finally, an income tax expense of €12.9 million concerns share capital issue costs deducted from the 
corresponding additional paid-in capital.  

6.4. Net income for the year 

The net income for 2007 is €491.3 million.  
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NOTE 7. OTHER INFORMATION 

7.1. Off-balance sheet commitments 

7.1.1. Commitments given: 

Commitments given by Veolia Environnement, primarily financing guarantees and performance 
bonds on behalf of subsidiaries, total €3,154 million as of December 31, 2007, including 
counter-guarantees (in € thousands): 

Commitments given Amount 

Discounted notes not yet matured - 

Endorsements and guarantees 3,160,543 

Equipment finance lease commitments  

Real estate finance lease commitments  

Retirement commitments and related benefits (1) (6,136) 

Other commitments given  

Total (2) 3,154,407 

(2) of which commitments given to:  

- management – including the payments disclosed hereafter (see a)  

- related entities  

of which collateral-backed commitments 4,891 

 
(1) Additional information on retirement commitments and related benefits: 

Commitments, net of plan assets, are broken down in the following table (in € thousands): 

Retirement commitments pursuant to Article 14 of the 
Collective Bargaining Agreement 

6,445   

Collective insurance contract in favor of Group 
executives 

(8,626) (a) Rebilled in part to Group subsidiaries 

Insurance company contract in favor of Executive 
Committee members 

(3,953) (b)  

Total (6,136)   
(a) Net of payments of €23,480 thousand in respect of 2006 and 2007, including €19,370 thousand in respect of 2007. 

(b) Net of payments of €10,100 thousand in respect of 2006 and 2007, including €2,600 thousand in respect of 2007. 

Note: The above presentation does not omit the existence of a material off-balance sheet commitment. 

7.2. Specific contractual commitments 

The financial management of maintenance and repair costs for installations provided by delegating 
authorities, for the majority of French subsidiaries, was mutualized and centralized until December 31, 
2003 within Veolia Environnement and, partially, since January 1, 2004 within Veolia Eau 
(Compagnie Générale des Eaux). Therefore, Veolia Environnement, as an active partner of all water 
and heating subsidiaries, undertakes to repay all maintenance and repair costs incurred by them in 
respect of contractual obligations to local authorities under public service delegation contracts. In 
return, the subsidiaries pay an indemnity to Veolia Environnement corresponding to the amortization 
of forecast maintenance and repair costs.  
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The position of active partner provides Veolia Environnement with the ability to appoint managers 
and control the activities of the subsidiaries concerned, but renders it joint and severally liable for all 
liabilities of these subsidiaries. As explained in the Major events of 2007 above, Veolia 
Environnement withdrew from the share capital of Prodith and, as such, exited the “fixed annual 
payment” mechanism, after paying an amount of €19.6 million in full and final settlement.  

With respect to the financial management of repair and maintenance costs, Vivendi Universal 
undertook to pay an indemnity to the company and then transferred this obligation to Société Générale 
under a perfect delegation contract on December 21, 2004. As such, Vivendi Universal no longer has 
any obligation to Veolia Environnement in this respect. Conversely, Société Générale (1) is liable to 
the company in this respect for a maximum amount, equal to €58,953,082 as of December 31, 2007, 
payable each year up to 2010 under the conditions laid down in the contract. A portion of these 
indemnities is retroceded by Veolia Environnement to Veolia Eau – Compagnie Générale des Eaux 
under the terms of the contract of December 16, 2003. For 2007, the company claimed an amount of 
€39,560,806 from Société Générale and recognized in the accounts an amount of €25,853,653 to be 
retroceded to Veolia Eau – Compagnie Générale des Eaux. 

(1) Société Générale is regarded as a related party. It is no longer a shareholder of Veolia Environnement as of December 31, 2007 but held 

1.16% of the share capital as of July 31, 2007 and its chairman and chief executive officer is a director of the board of Veolia Environnement. 

 

7.3. Derivative financial instruments and counterparty risk 

As a result of its businesses, Veolia Environnement is exposed to various financial risks. The company 
uses derivative financial instruments to manage interest rate risks inherent to its financing activities, to 
a large extent on behalf of its subsidiaries. 

Veolia Environnement does not expect the default of any counterparties which could have a material 
impact on transaction positions or results.  

As of December 31, 2007, the main derivative products held primarily comprised: 

• caps and floors, 
• interest rate swaps, 
• trading swaps, 
• cross currency swaps, 
• forward purchases of currency, 
• forward sales of currency, 
• currency options. 
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The following table presents the net carrying amount of derivatives at the year-end: 

(in € thousands) Asset Liability 

Accrued interest on swaps 94,751 15,233 

Interest rate option premiums 3,688 - 

Currency derivatives 100,372 22,722 

Equity derivatives - 8,330 

Premium/discount* 5,334 2,323 

Prepayments 23,852 - 

Deferred income - 30,595 

Total 227,997 79,203 

 

Accrued interest receivable or payable on these instruments is broken down in the headings “Accrued income” and 
“Prepayments”.  

(*) The premium/discount represents the difference between the spot rate and the forward rate of the instruments. It is amortized over the 
term of the financial instrument.  

 

The fair value of derivative instruments at the balance sheet date is presented below: 

(in € thousands) Asset Liability 

Interest rate derivatives 84,646 101,595 

Hedging derivatives 41,478 73,498 

Derivatives not qualifying for hedge accounting (trading) 43,168 28,097 

Currency derivatives 114,949 34,850 

Hedging derivatives 100,593 20,385 

Derivatives not qualifying for hedge accounting (trading) 14,356 14,465 

Total 199,596 136,445 
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The notional amounts of interest-rate swaps globally designated as interest rate hedges at the 
period-end are presented in the following table: 

 

(in € thousands) Foreign currency 
amount 

€ equivalent 

Swaps hedging long-term debt    

Fixed-rate payer/floating-rate receiver swaps EUR 860,855 860,855 

Fixed-rate payer/floating-rate receiver swaps AUD - - 

Fixed-rate payer/floating-rate receiver swaps CZK 3,000,000 112,663 

Fixed-rate payer/floating-rate receiver swaps NOK - - 

Fixed-rate payer/floating-rate receiver swaps USD 27,000 18,341 
   

Floating-rate payer/fixed-rate receiver swaps EUR 4,199,283 4,199,283 

Floating-rate payer/fixed-rate receiver swaps AUD - - 

Floating-rate payer/fixed-rate receiver swaps NOK - - 

Floating-rate payer/fixed-rate receiver swaps USD 136,400 92,657 
    

Floating-rate payer/floating-rate receiver swaps EUR 600,000 600,000 

Floating-rate payer/floating-rate receiver swaps USD - - 

Total 5,883,799 

Swaps hedging short-term debt    

Floating-rate payer/fixed-rate receiver swaps EUR 5,000 5,000 

Fixed-rate payer/floating-rate receiver EUR 310,498 310,498 

Total 315,498 

Caps hedging long-term debt    

Caps EUR 830,000 830,000 

Caps USD 500,000 339,651 

Total 1,169,651 
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The notional amounts of cross currency swaps and forward currency swaps (currency hedges) at the 
period-end are presented in the following table: 

 

(in € thousands) Purchases Sales 

Currency hedging instruments:   

Cross currency swaps:   

CNY 124,555 116,165 

USD 234,945 3,397 

Total 359,500 119,562 

Currency forwards:   

USD 1,554,173 541,867 

GBP 494,730 43,095 

PLN 244,475 45,523 

CZK 171 150,164 

AUD 164,414 35,979 

Other currencies 891,411 64,574 

Total 3,349,374 881,202 

 

7.4. Average workforce 

 Salaried 
employees 

Employees at 
the disposition 
of the company

Executives 312 58 

Supervisors and technicians 14 16 

Administrative employees 11 - 

Workers - - 

Total 337 74 

 

7.5. Executive compensation 

Compensation granted to members of (in euros) Amount 

Management bodies  2,991,624 

 

The above amount includes only compensation borne by the company. Compensation paid by other 
entities is, therefore, excluded. 
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7.6. Specific information on individual training entitlement 

Entitlement vested between May 7, 2004 and December 31, 2007 in respect of individual training 
entitlement represents 18,618 cumulative training hours. A training request has not yet been received 
in respect of 18,549.50 hours. 

7.7. Deferred and latent tax 

Deferred and latent tax liability (in € thousands) Amount 

Tax-driven provisions:  

Accelerated depreciation 13 

Provisions for price increase - 

Provisions for exchange rate fluctuations - 

Other:  

Investment subsidy - 

Income temporarily non-taxable 75,939 

Income deferred for accounting but not tax purposes 3,174 

Total 79,126 

 

 

Deferred and latent tax asset Amount 

Provisions not deductible in the year recorded:  

- Provisions for paid leave - 

- Statutory employee profit-sharing - 

- Provisions for contingencies and losses - 

- Other non-deductible provisions 16,390 

Other:  

- Amortization of the OCEANE bond premium - 

- Taxed income not recognized 16,565 

- Amortization of option premiums 13,883 

- Unrealized foreign exchange gains 90,738 

Total 137,576 

Tax losses carried forward 1,074,487 

Long-term capital losses  - 
 

The impact of these temporary differences on the financial statements, as if the company were taxed 
separately, identifies a theoretical net tax receivable of €390,070 thousand. 
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7.8. Related party transactions 

Related parties consist of companies likely to be fully consolidated in the consolidated financial 
statements of Veolia Environnement Group. 

The main transactions with related parties and amounts due to or from related parties are as follows: 

 

(in € thousands) 2007 2006 

Equity investments net of provisions 12,800,506 11,515,721 

Loans to equity investments 5,761,109 4,523,055 

Other receivables 3,341,033 3,079,084 

Trade receivables 116,049 70,073 

Long-term borrowings 696,821 837,102 

Other liabilities 46,975 32,852 

Operating revenue 309,288 283,404 

Operating expenses 274,471 248,940 

Financial income (1) 1,200,492 908,170 

Financial expenses (1) 429,022 137,350 

Exceptional income 247 74 

Exceptional expenses 19,895 89 

 

(1) Including foreign exchange gains and losses on transactions with related parties provided in accordance with the overall 
foreign exchange position per currency principle. 

7.9. Subsequent events 

By decision of the extraordinary Annual Shareholders’ Meeting of January 31, 2008 of its subsidiary 
Veolia Environnement Europe Services, a Belgian limited company, Veolia Environnement 
subscribed to a share capital increase for cash of €2,440 million representing 24 ,400,000 shares of  
€100 nominal value per share. 

7.10. Subsidiaries and equity investments 

Investments: 

Investments within the meaning of Article L. 233-7 of the French Commercial Code (crossing of 
investment thresholds laid down by law): 

The table providing a breakdown of equity investments is presented at the end of the notes to the 
financial statements. 
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SUBSIDIARIES AND EQUITY INVESTMENTS 
 

Company 

 

 
Number of 
shares held 

Share 
capital 

(1) 

Shareholders’ 
equity other 
than share 

capital (*) (1)

% share 
capital held

Carrying amount of shares 
held 

 

Loans and 
advances 

granted by 
the company 
(gross) (**) 

(1) 

Guarantees 
provided by 
the company 

(1) 

2006  
revenue (1)

2007 
revenue (1)

2006 
 net income 

(1) 

2007 
 net income 

(1) 

Dividends 
recorded in 

the last 
fiscal year 

(1) Year-end 
 

     GROSS (1) NET  (1)         

Veolia Eau (Compagnie Générale des 
Eaux)(1),  

52, rue d’Anjou, 75008 Paris 
214,187,293 2,207,287 1,145,282 100.00% 8,300,000 8,300,000 2,313,616 - 3,393,701 3,525,183 448,868 409,490 293,437 Dec. 31, 

2007 

    

Veolia Energie (Dalkia)(1), 37, av. Mal. de 
Lattre de Tassigny, 59350 
Saint-André-Lez-Lille cedex 

42,069,294 968,869 413,066 66.00% 641,342 641,342 181,191 - 127,032 252,571 105,378 211,460 65,207 Dec. 31, 
2007 

    

Veolia Propreté(1),,   

163-169, av. G. Clémenceau, 92000 
Nanterre 

8,966,811 143,473 2,028,500 100.00% 1,929,892 1,929,892 2,223,608 - 868,162 784,150 337,865 122,866 130,158 Dec. 31, 
2007 

    

Veolia Transport (1) 

 163-169, av. G. Clémenceau, 92000 
Nanterre 

18,317,006 293,072 500,208 100.00% 1,055,993 1,055,993 1,238,481 - 228,221 281,519 (55,444) 53,865 0 Dec. 31, 
2007 

    

Proactiva Medio Ambiente SA, Torre 
Puerta de Europa, Paseo de la Castellana, 
Madrid 

4,710 56,520 17,912 50.00% 119,733 47,201 - - 234,554 16,336 4,439 6,305 - Dec. 31, 
2007 

    

Veolia Environnement UK(1), 865,733 707,054 49,292 100.00% 1,387 1,387 1,095,558 - 232,457 124,981 186,186 55,073 - Dec. 31, 
2007 

    

S.I.G. 41 2,497 38 (13) 99.72% 38 38 - - 0 1 3 - Dec. 31, 
2007 
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V.I.G.I.E. 1 3,815 38 (16) 99.87% 38 38 - - 0 (2) (1) - Dec. 31, 
2007 

    

V.I.G.I.E. 2 3,815 38 (1 095) 99.87% 38 38 6,437 - 0 94 -198 - Dec. 31, 
2007 

    

V.I.G.I.E. 3 41,829 251 21 100.00% 266 265 24 - 0 63 25 - Dec. 31, 
2007 

    

Veolia Environnement Service RE 2,499,994 3,000 3,873 100.00% 3,000 3,000 102 - 241 (428) 768 2,446 - Dec. 31, 
2007 

    

Veolia PPP Finance (formerly V.I.G.I.E 
9) 3,500 35,003 (95) 99.82% 35,003 35,003 - - 0 236 (14) (68) - Dec. 31, 

2007 

    

VE Informations et Technologies 
(formerly V.I.G.I.E 10 AS) 6,194 37 - 99.90% 52 37 - - 0 (2) - Dec. 31, 

2007 

    

CAMPUS VEOLIA 
ENVIRONNEMENT 882,200 11,000 (725) 80.20% 8,822 8,822 29,992 - 25,158 28,569 (173) 149 - Dec. 31, 

2007 
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Company 

 

 
Number of 
shares held 

Share 
capital 

(1) 

Shareholders’ 
equity other 
than share 

capital (*) (1)

% share 
capital held

Carrying amount of shares 
held 

 

Loans and 
advances 

granted by 
the 

company 
(gross) (**) 

(1) 

Guarantees 
provided by 
the company 

(1) 

2006  
revenue (1)

2007 
revenue (1)

2006 
 net income 

(1) 

2007 
 net income 

(1) 

Dividends 
recorded in 

the last 
fiscal year 

(1) Year-end 
 

     GROSS (1) NET  (1)         

     

V.I.G.I.E. 14 AS 3,700 707 (581) 100.00% 1,123 126 250 - 0 21 (356) (231) - Dec. 31, 
2007 

     

V.I.G.I.E. 15 AS 3,700 37 (5) 100.00% 37 37 - - 0 0 - Dec. 31, 
2007 

     

G.I.E. GECIR 5 - 873 5.00% 35 35 - - 20,006 20,430 900 873 - Dec. 31, 
2007 

     

Veolia North America Operations (3), 0.725 76,620 10.18% 600,307 600,307 - - 776 6,113 19,817 35,089 - Dec. 31, 
2007 

     

C.A.E. 22,500 250 22 90.00% 225 225 6,700 - 10,103 12,372 21 (3) - Dec. 31, 
2007 

     

CODEVE 3,000,000 38,000 1,888 100.00% 38,000 38,000 - - 58,339 37,692 1,146 299 - Dec. 31, 
2007 

     

VEOLIA ENVIRONNEMENT 
INDUSTRIE 33,334 500 830 100.00% 1,113 1,113 1,121 - 3,124 3,372 62 (8) - Dec. 31, 

2007 

     

ARTELIA Portugal 10,000 100.00% 50 50   Dec. 31, 
2007 
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SASLT 65 60,000 1,065 (564) 28.18% 300 141  2,858 (563)  June 30, 
2007 

     

EOLFI 37,020 74 17,309 50.00% 18,363 18,363  2,134 (887)  Dec. 31, 
2007 

     

VEOLIA ENVIRONNEMENT 
COMPETITION (formerly V.I.G.I.E. 
17 AS) 

3,700 37 1 100.00% 37 37 - - 0 791 (1) 2 - Dec. 31, 
2007 

     

VEOLIA ENERGIE (formerly 
V.I.G.I.E. 20 AS) 13,703,700 137,037 47 100.00% 137,037 137,037 - - 0 88 (1) 48 - Dec. 31, 

2007 

     

VIGIE 21 AS 3,700 37 0 100.00% 37 37 - 0 0  Dec. 31, 
2007 

     

VIGIE 22 AS 3,700 37 0 100.00% 37 37 - 0 0  Dec. 31, 
2007 

     

VIGIE 23 AS 3,700 37 0 100.00% 37 37 - 0 0  Dec. 31, 
2007 
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Company 

 

 
Number of 
shares held 

Share 
capital 

(1) 

Shareholders’ 
equity other 
than share 

capital (*) (1)

% share 
capital held

Carrying amount of shares 
held 

 

Loans and 
advances 

granted by 
the 

company 
(gross) (**) 

(1) 

Guarantees 
provided by 
the company 

(1) 

2006  
revenue (1)

2007 
revenue (1)

2006 
 net income 

(1) 

2007 
 net income 

(1) 

Dividends 
recorded in 

the last 
fiscal year 

(1) Year-end 
 

     GROSS (1) NET  (1)         

     

VIGIE 24 AS 3,700 37 0 100.00% 37 37 - 0 0  Dec. 31, 
2007 

     

VIGIE 25 AS 3,700 37 0 100.00% 37 37 - 0 0  Dec. 31, 
2007 

     

VIGIE 26 AS 3,700 37 0 100.00% 37 37 - 0 0  Dec. 31, 
2007 

     

VIGIE 28 AS 3,700 37 (1) 100.00% 37 37 - 0 (1)  Dec. 31, 
2007 

     

VIGIE 29 AS 3,700 37 (1) 100.00% 37 37 - 0 (1)  Dec. 31, 
2007 

     

VIGIE 30 AS 3,700 37 (1) 100.00% 37 37 - 0 (1)  Dec. 31, 
2007 

     

VIGIE 31 AS 3,700 37 (1) 100.00% 37 37 - 0 (1)  Dec. 31, 
2007 

     

VIGIE 32 AS 3,700 37 (1) 100.00% 37 37 - 0 (1)  Dec. 31, 
2007 
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VIGIE 33 AS 3,694 37 (1) 99.84% 37 37 - 0 (1)  Dec. 31, 
2007 

     

VIGIE 34 AS 3,694 37 (1) 99.84% 37 37 - 0 (1)  Dec. 31, 
2007 

     

Other subsidiaries and equity investments 

(less than 1% of share capital) 
    

     

VIGEO 1,300 15,910 (6,852) 1.00% 130 100.00 - - - Dec. 31, 
2007 

  ,   

VE EST 1 2,100 (64) - 0.01 0.01 - - 1 1 - Dec. 31, 
2007 

     

V.I.G.I.E. 16 AS 1 37 (1) - 0.01 0.01 - - 0 - (1) - Dec. 31, 
2007 

     

CLIG2 1 - 0.02 0.02 - - - , - Dec. 31, 
2007 
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Company 

 

 
Number of 
shares held 

Share 
capital 

(1) 

Shareholders’ 
equity other 
than share 

capital (*) (1)

% share 
capital held

Carrying amount of shares 
held 

 

Loans and 
advances 

granted by 
the 

company 
(gross) (**) 

(1) 

Guarantees 
provided by 
the company 

(1) 

2006  
revenue (1)

2007 
revenue (1)

2006 
 net income 

(1) 

2007 
 net income 

(1) 

Dividends 
recorded in 

the last 
fiscal year 

(1) Year-end 
 

     GROSS (1) NET  (1)         

     

CLIG3 1 38 (15) 0.04% 0.02 0.02 - - - (3) - Dec. 31, 
2007 

     

SLOVEO 1 - 0.29 0.29 - - - Dec. 31, 
2007 

     

TOTAL - - 4,245,707 - 12,892,843 12,819,109 7,097,082 - 5 ,201, 876 5 ,098, 990 1,049,615 896,017 488,807  

 

(*)  including net income for the year 

(**) including partner current accounts 

(1) in € thousands. 
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This is a free translation into English of the statutory auditors’ report issued in the French language and is provided solely for the 
convenience of English speaking readers. This report includes information specifically required by French law in all audit reports, 
whether qualified or not. This information is presented below the opinion on the financial statements and includes an explanatory 
paragraph discussing the auditors’ assessments of certain significant accounting matters. These assessments were made for the 
purpose of issuing an opinion on the financial statements taken as a whole and not to provide separate assurance on individual account 
captions or on information taken outside of the financial statements. The report also includes information relating to the specific 
verification of information in the management report. 

This report should be read in conjunction with, and is construed in accordance with, French law and professional auditing standards 
applicable in France. 

 

Statutory auditors’ report on the financial statements  

Year ended December 31, 2007 

To the Shareholders, 
 

In compliance with the assignment entrusted to us by your Annual General Meetings, we hereby report to you, 
for the year ended December 31, 2007, on: 

• the audit of the accompanying financial statements of Veolia Environnement SA; 

• the justification of our assessments; 

• the specific verifications and information required by law. 

These financial statements have been approved by the Board of Directors of Veolia Environnement SA. Our 
role is to express an opinion on these financial statements based on our audit. 

1. Opinion on the financial statements 

We conducted our audit in accordance with professional standards applicable in France. Those standards 
require that we plan and perform our audit to obtain reasonable assurance about whether the financial 
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by the management, as well as evaluating the overall financial 
statements presentation. We believe that our audit provides a reasonable basis for our opinion. 

In our opinion, the financial statements give a true and fair value of, Veolia Environnement SA’s financial 
position and its assets and liabilities, as of December 31, 2007 and the results of its operations for the year then 
ended in accordance with the accounting rules and principles applicable in France. 
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2. Justification of assessments 

In accordance with the requirements of article L.823-9 of the Commercial Code (Code de commerce) relating 
to the justification of our assessments, we bring to your attention the following matters: 

As mentioned in note 2.2 to the financial statements that deals with accounting principles regarding financial 
investments, your company records impairment provisions when the net carrying amount of an financial 
investment exceeds its value in use. The value in use for the investment is determined based on criteria 
encompassing profitability, growth perspectives, net assets and the stock market value of security held. Based 
on the available facts, we performed the assessment of the methods adopted, and review, on a test basis, their 
application. Within the framework of the justification of our assessments, we ensured of the reasonableness of 
these estimates. 

The assessments were made in the context of our audit of the financial statements, taken as a whole, and 
therefore contributed to the formation of our audit opinion expressed in the first part of this report. 

3. Specific verifications and information 

We have also performed the specific verifications required by law in accordance with professional standards 
applicable in France. 

We have no matters to report regarding: 

• the fair presentation and the conformity with the financial statements of the information given in the 
management report (rapport de gestion) of the Board of Directors, and in the documents addressed to the 
shareholders with respect to the financial position and the financial statements, 

• the fair presentation of the information given in the management report (rapport de gestion) of the Board of 
Directors in respect of remunerations and benefits granted to the relevant directors and any commitments given 
to them in connection with, or subsequent to, their appointment, termination or change in function. 

In accordance with French law, we have ensured that the required information relating to the acquisition of 
shares and controlling interests and the identity of shareholders has been properly disclosed in the management 
report (rapport de gestion) of the Board of Directors. 

 

Paris La Défense and Neuilly-sur-Seine, March 28, 2008 

 

KPMG Audit ERNST & YOUNG et Autres 

Département de KPMG S.A.  
  

Jay Nirsimloo Baudouin Griton Patrick Gounelle Jean Bouquot 
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Financial income for the past five fiscal years 

(in € millions) 2007 2006 2005 2004 2003 

End of year share capital:    

Share capital 2,358,814 2,063,133 2,039,363 2,032,110 2,025,353

Number of shares issued 471,762,756 412,626,550 407,872,606 406,421,983 405,070,515

Annual income and transactions:   

Revenue (excluding tax) 356,655 337,591 305,841 286,161 361,207

Income before taxes, charges to amortization and 
provisions 427,594 231,828 24,732 406,688 489,574

Tax on profits (165,504) (236,792) (228,473) (145,079) (245,220)

Income after taxes, charges to amortization and 
provisions 491,255 414,945 388,429 525,658 638,910

Dividends paid 552,536(a) 440,449 336,341 265,417 217,917

Income per share (in euros):   

Income before taxes, charges to amortization and 
provisions 1.26 1.14 0.62 1.36 1.81

Income after taxes, charges to amortization and 
provisions 1.04 1.01 0.95 1.29 1.58

Dividend paid per share  1.21 1.05 0.85 0.68 0.55

Employees:   

Workforce  (yearly average) 337 304 231 231 236

Pay-roll 43,217 39,173 32,135 27,804 25,140

Sum of social security contributions (social security, 
benefit plan, etc.) 

20,430 15,549 13,704 11,647 10,823

 

(a) As of December 31, 2007, the share capital comprised 471,762,756 shares, including 15,120,654 treasury shares. As treasury shares are not entitled 
to dividends, the total distribution may change depending on the number of treasury shares held at the dividend payment date. 
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20.3 Dividend policy 

20.3.1 Dividends per share during the last five fiscal years  

(in euros) 2002 2003 2004 2005 2006 

Gross Dividend Per Share 0.825 0.825/0.605* 0.68 0.85 1.05 

Net Dividend Per Share 0.55 0.55 0.68** 0.85*** 1.05*** 

Tax Credit (Avoir fiscal) 0.275 0.275/0.055* n/a n/a n/a 

Amount of Paid Dividends 
(without tax credit) 217,757,951 217,917,234 265,417,221 336,340,679 419,701,966 

n/a: not applicable 

* The amount of the tax credit is 0.275 euro per share for individual and corporate shareholders benefiting from the 
“parent-subsidiary” (mère-fille) regime, and 0.055 euro per share for corporate shareholders who do not benefit from the 
“parent-subsidiary” regime. 

** Individual shareholders will benefit from a 50% tax discount with respect to such dividends. 

*** Individual shareholders will benefit from a 40% tax discount with respect to such dividends.  

 
A dividend payment of €1.05 per share for each of the Company’s outstanding shares carrying dividend rights 
redeemable as of January 1, 2007 was approved at the combined general shareholders’ meeting of May 10, 
2007.  The dividend was paid on May 15, 2007.  

As of December 31, 2006, the shareholding was composed of 410,795,840 shares, including 15,254,308 
treasury shares.  The total distribution amount has been adjusted according to the total number of new shares 
created following the exercise of the share subscription and purchase options held by Veolia Environnement at 
the date of payment, the treasury shares not benefiting from dividend rights.   

The payment of a dividend of €1.21 per share will be proposed to the general shareholders’ meeting on May 7, 
2008. This dividend will be separated from the share on May 22, 2008 (ex date) and redeemable as of May 27, 
2007 based on the Company’s results at the close of business on May 26, 2008 (record date). When the 
dividend is paid, the amounts corresponding to unpaid dividends for the Company’s treasury shares shall be 
attributed to the retained earnings account. 
For individual shareholders who are French tax residents, dividends are included in global income that is taxed 
on a progressive scale. Under certain conditions, they qualify for an unlimited 40% reduction, as well as a 
limited flat-rate reduction. All Veolia Environnement shares are eligible for this treatment. 

Individual French tax residents may however choose for these dividends to be subject to a flat-rate withholding 
tax of 18% (article 117 quater of the General Tax Code). This option must be exercised by the taxpayer prior to 
the collection of dividends at each of the paying establishments. If the option has been exercised at least once 
during a given year, dividends received by the taxpayer during such year (that is, those for which the option 
was exercised but also for any remaining balance for which the option has not been exercised) are no longer 
eligible for the reduction. 

It is the taxpayers’ responsibility to evaluate, with the help of their own tax advisers, their ability to exercise 
this flat-rate withholding tax given their particular circumstances. 

As of January 1, 2008, the social taxes that apply to dividends paid to shareholders are subject to withholding 
implemented by the paying establishment. 
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20.3.2 Dividend policy  

The Company’s dividend policy is determined by the board of directors, which may consider a number of 
factors, including the Company’s financial performance and net income, as well as the dividends paid by other 
French and international companies within the same sector.   

The Company cannot guarantee the amount of dividends that may be paid in respect of any fiscal year.  
However, the Company has stated and confirmed its goal to maintain the policy of distributing dividends of 
between 50 and 60% of net recurring income (see §13.3 supra) 40. 

20.3.3 Period during which dividend payments must be claimed 

Dividends that are not claimed within five years from the date on which they are made available for payment 
revert to the French State. 

20.4 Litigation 

The most significant litigation involving the Company or its subsidiaries is described below.  Other than as 
described below, there are no other current or threatened legal, governmental or arbitral proceedings involving 
the Company or its subsidiaries which either have had during the past twelve months or may have in the future 
a material adverse effect on the financial condition or the profitability of the Company or the Group. 

Veolia Eau – Compagnie Générale des Eaux  

On February 27, 2001, the French Competition Council (Conseil de la concurrence) notified Compagnie 
Générale des Eaux of a complaint alleging that several joint ventures that it had formed with other water 
service companies affected the level of competition in the market.  On July 11, 2002, the Council rejected the 
allegations of anticompetitive collusion (entente anticoncurrentielle) among these water service companies 
and refusing, to either impose monetary sanctions or issue an injunction against these companies.  However, 
the Council did find that the joint ventures constituted a “collective dominant position” within the market and 
requested the French Ministry of the Economy, Finance and Industry to take all necessary measures to modify, 
or terminate this pooling arrangement.  Compagnie Générale des Eaux challenged this finding, initially before 
the Paris Court of Appeals, which confirmed the Council’s position.  However, the commercial section of the 
French Supreme Court (Cour de cassation), in a decision dated July 12, 2004, overturned the Paris Court of 
Appeals’ decision, holding that only administrative authorities had jurisdiction over the matter.  Accordingly, 
Compagnie Générale des Eaux challenged the Council’s finding before the French Conseil d’Etat.  The latter 
held that the complaint was inadmissible (decision of November 7, 2005), since the Council’s decision was 
only a preparatory act for the decision of French Ministry of Economy, Finance and Industry.  Given the nature 
of the matter and the lack of any judgment against the Company thus far, Veolia Environnement does not 
consider a reserve to be necessary. 

                                                                 
40  This objective is not part of the profit forecast information that is subject to the Statutory Auditors’ Report in paragraph 

13.2. 
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On February 15, 2006, the company Aquatraitements Energies Services (“AES”) brought a complaint before 
the Commercial Court of Paris (Tribunal de Commerce de Paris) relating to two of Veolia Eau’s subsidiaries 
(Veolia Water and Seureca Overseas).  AES is seeking €150 million in damages and interest from Veolia 
Water and Seureca Overseas, based on the claim that it lost potential consulting fees following Veolia Water’s 
decision not to participate in a public bid tender launched by the authorities of Abu Dhabi for the construction 
of a seawater treatment facility.  On June 2, 2004, Veolia Water and Seureca Overseas had signed two 
consulting contracts with AES, pursuant to which AES was to provide consulting advice on commercial 
strategy and public relations.  Under the terms of the contracts, AES would receive fees based on the amount of 
the contract won by either Veolia Water or Seureca Overseas as a result of AES’ assistance.  In December 
2004, Veolia Water and Seureca Overseas terminated these contracts following their discovery of actions 
taken by the managers of AES that they considered to be fraudulent (dolosives), and that would have affected 
their ability to consent to the contracts at the time of signing.  Veolia Water and Seureca Overseas submitted 
their defense, rejecting all of AES’s claims before the Commercial Court on June 28, 2006.  After several 
months of silence, AES finally filed its brief in response before the Commercial Court, in which, in light of the 
arguments developed by Veolia Water and Seureca Overseas in their brief dated June 28, 2006, AES reduced 
its damage claim to €15 million. Veolia Water and Seureca Overseas filed another brief in response before the 
Commercial Court on September 5, 2007, which AES responded to on February 20, 2008 reconfirming its 
claim. Consequently, the end of the procedural dispute is near and the trial on the merits should occur within 
the next few months. A judgment is likely to be rendered before the end of 2008. The Company believes that 
AES’s allegations and in particular, the €15 million damages claim, has no legal or economic merit and that 
such litigation will not have a material adverse effect on the financial condition of the Group, and accordingly 
has not accrued a reserve in respect of the potential outcome.  

Société d’Eau et d’Electricité du Gabon (SEEG) 

During 2006, the Société d’Eau et d’Electricité of Gabon (SEEG), a subsidiary of Veolia Environnement, was 
the subject of a tax audit (contrôle fiscal) covering the years 2001 to 2005 and was found to be potentially 
liable for back taxes.  After appealing to the tax authorities, the final tax reassessment, which amounts to 
approximately €9 million, was notified. The payment of this reassessment, which was recorded in the financial 
statements, will be spread out between October 2007 and July 2009. 

Sade 

In April 2000, Sade, a subsidiary of Veolia Eau, and 40 other companies received notice from the French 
Competition Council of a complaint alleging anticompetitive agreements among these companies in relation to 
44 public sector construction contracts in the Ile-de-France region (which includes Paris and its suburbs).  
These companies, including Sade, filed their responses to the complaint in September 2000.  The Council filed 
a supplemental complaint in November 2001, which replaced its original complaint and reduced the number of 
targeted construction contracts.  The companies filed their responses to the new complaint in January 2002.  
However, on October 26, 2004, the Council filed a second supplemental complaint, the stated objective of 
which was to clarify and supplement the information contained in the earlier complaints.  In response to the 
report received in August 2005, Sade filed a response in October 2005 that contested the Council’s complaint 
on the merits as well as based on irregularities in the complaint procedure that undermined its right to a proper 
defense, as well as the lack of proof of Sade’s alleged anti-competitive behavior within certain markets.  On 
March 21, 2006, the Council retained complaints against Sade in respect of 2 markets, and imposed a fine of 
€5.4 million relating to this matter.  Sade has accrued a reserve in its accounts to cover this litigation, and 
appealed this decision before the Paris Court of Appeals on June 16, 2006.  The hearing occurred on March 26 
and 27, 2008 and the matter is being deliberated by the Court of Appeals.  

In addition, on June 9, 2005 the French Competition Council issued a ruling against eleven companies 
(including Sade) concerning a complaint alleging anticompetitive behavior (providing information prior to the 
bid process) for various public works contracts in the Meuse department from 1996 to 1998.  Sade was 
implicated with respect to one such contract, which was awarded to a competitor in 1998.  Under this ruling, 
Sade was fined €5 million, which it has already paid.  Sade has filed an appeal with the Paris Court of Appeals, 
which confirmed the Council’s decision on April 25, 2006.  Sade appealed this decision before the French 
Supreme Court (Cour de cassation) on May 24, 2006.  On November 6, 2007, the French Supreme Court 
(Cour de cassation) rejected this appeal, ending the case. 



 

 

 

384 

WASCO and Aqua Alliance   

Several present and former indirect subsidiaries of Veolia Eau in the United States41 are defendants in lawsuits 
in the United States in which the plaintiffs seek to recover for personal injury and other damages for alleged 
exposure to asbestos, silica and other potentially harmful substances.  With respect to the lawsuits against 
Veolia Eau’s former subsidiaries, certain of Veolia Eau’s current subsidiaries remain liable and sometimes 
have to manage the outcomes.  Further, the acquirers of Veolia Eau’s former subsidiaries in some instances 
benefit from guarantees given by Veolia Eau or by the Company relating to such lawsuits.  These lawsuits 
typically allege that the plaintiffs’ injuries resulted from the use of products manufactured or sold by Veolia 
Eau’s present or former subsidiaries or their predecessors.  There are generally numerous other defendants, in 
addition to Veolia Eau’s present or former subsidiaries, which are accused of having contributed to the 
injuries.  Reserves have been accrued by Veolia Eau’s current subsidiaries for their estimated liability in these 
cases based on, among other things, the relation between the injuries claimed and the products manufactured or 
sold by Veolia Eau’s subsidiaries or their predecessors, the extent of the injuries allegedly sustained by the 
plaintiffs, the involvement of other defendants and the settlement history in similar cases.  These reserves are 
formed as soon as there is a likelihood liabilities are probable and reasonably estimable, and do not include 
reserves for possible liabilities in respect of unasserted claims.   

A number of such claims have been resolved to date either through settlement or dismissal.  To date, no court 
decisions have been issued relating to any of these claims.  

During the five-year period ending on October 31, 2007, the Company’s average annual expenses relating to 
these claims, including amounts paid to plaintiffs and legal fees, have been approximately US$2.5 million, 
excluding any reimbursements by insurance companies.  Although it is possible that these expenses may 
increase in the future, the Company has no reason to believe that any material increase is likely to occur, nor 
does it expect these claims to have a material adverse effect on its business, financial condition or operating 
income. 

Veolia Water North America Operating Services 

In 2002, Veolia Water North America Operating Services (“VWNAOS”), a subsidiary of the Company, 
concluded a ten-year contract with the city of Atlanta representing annual revenues of US$10 million.  This 
contract involves the operation of slurry and effluent treatment plants for the city, the maintenance and 
renovation of equipment engineering and the conception and planning of a construction program for plant 
renovation.  On June 19, 2006, VWNAOS brought an action against the city of Atlanta before the District 
Court, alleging the city’s failure to respect its investment obligations, reimburse additional costs of operation 
and pay bills issued in consideration for services provided.  VWNAOS estimates its liability to be at least 
US$25 million, excluding damages resulting from further adjustments which may arise over the course of the 
procedure.  On July 10, 2006, the city of Atlanta unilaterally cancelled the contract and, in turn, brought an 
action against VWNAOS, alleging VWNAOS’ failure to fulfill certain of its obligations during the execution 
of the contract.  The city is seeking indemnities of approximately US$35 million against VWNAOS and has 
also brought an action against Veolia Environnement directly in its capacity as VWNAOS’s guarantor under 
the contract.  In this claim, the city is seeking to draw on the US$9.5 million bank guarantee issued to 
VWNAOS at the start of the contract.  VWNAOS believes this move is unjustifiable.  A discovery procedure 
allowing each party to request documents from the other began on September 1, 2006 and is ongoing.  The 
Company contests the city’s claims and intends to defend itself vigorously.  A hearing date has not yet been set 
by the Court.  At this point in the procedure, the Company believes that this matter will not have a significant 
impact on the Company’s financial situation. 

                                                                 
41  Subsidiaries of the Aqua Alliance group, or of WASCO (formerly named Water Applications & Systems Corporation and United States Filter 

Corporation), the leading company of the former group US Filter, the major businesses of which were sold to various acquirers in 2003 and 2004. 
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Veolia Transport 

In 1998, the DGCCRF (a French competition administrative body) conducted an inspection and seizures on the 
premises of Veolia Environnement’s transportation subsidiary Connex (now Veolia Transport) and other 
companies within the public transportation market, with the purpose of obtaining proof relating to possible 
anti-competitive practices within this market.  In February 2003, Veolia Transport was informed that the 
Ministry of Economy, Finance and Industry had requested the French Competition Council to render a 
decision on the merits in this matter.  In September 2003, the French Competition Council notified Veolia 
Transport of two grievances that suggested collusion among operators which might have had the effect of 
limiting competition at the local and national level in the public transportation market relating to urban, 
inter-urban and school services between 1994 and 1999.  In September 2004, the French Competition Council 
notified Veolia Transport of additional grievances alleging the existence of an anticompetitive agreement 
(entente anticoncurrentielle) at the European Union level.  In January 2005, the judge advocate (rapporteur) of 
the French Competition Council transmitted his conclusions, in which one of the sub-claims was dismissed.  
On July 5, 2005, the French Competition Council issued a decision in which it partially validated the findings 
of the public authorities, and ordered Veolia Transport to pay a fine of approximately €5 million.  Veolia 
Transport paid this fine and filed an appeal, which the Paris Court of Appeals rejected on February 7, 2006.  On 
March 7, 2006, Veolia Transport filed an appeal with the French Supreme Court.  The French Supreme Court 
approved certain arguments advanced by Veolia Transport and, in its decision dated October 9, 2007, 
overturned the decision of the Court of Appeals of Paris and resubmitted the claim to the same court.  This 
decision has not yet been served to the parties, and Veolia Transport has yet to submit an appeal to the court.  

Société Nationale Maritime Corse Méditerranée (SNCM)  

The SNCM, a company managed by Veolia Transport which holds 28% of its capital, entered into a 
shareholders’ agreement in July 1992 with the STIM of Orbigny (Stef Tfe group) relating to the organization 
of their joint subsidiary, the Compagnie Méridionale de Participation (CMP), which is in turn 55% held by 
STIM and 45% held by the SNCM indirectly.  CMP holds 53% of the share capital of the Compagnie 
Méridionale de Navigation (CMN) alongside the SNCM, which directly holds 45%.   

The agreement between STIM and the SNCM allows one of the shareholders to trigger a purchase or sale 
option involving CMP shares if the modification of CMN’s strategy by the other party results in a major 
conflict between the shareholders.  Since in its opinion the STIM had violated its cooperation undertaking 
under the agreement by preventing a collective response to the call for tenders for a service to Corsica, the 
SNCM notified the STIM in July 2006 that it was exercising its purchase option for 25% of the share capital of 
the CMP, thus increasing its shareholding in the CMP from 45% to 70%.  After STIM contested both the 
validity of the agreement and the grounds for its implementation, the SNCM brought an action before the 
Commercial Court of Paris as required by the shareholders’ agreement.  Hearings were held on September 12 
and 19, 2006.  

The October 17, 2006 decision of the Paris Commercial Court recognized the validity of the 1992 
shareholders’ agreement, as well as the option exercised by the SNCM, and ordered the provisional 
enforcement of the agreement.  Following a hearing with the first President of the Paris Court of Appeals in an 
injunctive proceeding on October 30, 2006, the provisional enforcement was suspended.  The Orbigny STIM 
appealed the Commercial Court’s decision.  The decision of the Paris Court of Appeals of December 15, 2006 
held that the shareholders’ agreement had an indefinite term and had thus been validly cancelled by the 
Orbigny STIM prior to the exercise of the option.  The SNCM appealed this decision in January 2007, but the 
Supreme Court dismissed the claim in its November 6, 2007 holding.  The case is closed.  



 

 

 

386 

On September 19, 2006, the Compagnie Méridionale de Navigation and Corsica Ferries filed a complaint 
before the Competition Council alleging anti-competitive practices by the SNCM, the Corsican Territorial 
Collectivity (Collectivité Territoriale Corse) and the Corsican Transportation Bureau (l’Office des Transports 
Corse) intended to restrict or eliminate competition during the call for tenders for the Marseille-Corsican 
public transport delegation contract. The Competition Council held in its decision of December 11, 2006 that 
the cartel claim against the Corsican Territorial Collectivity (Collectivité Territoriale Corse), the Corsican 
Transportation Bureau (l’Office des Transport Corse) and the SNCM was inadmissible, and rejected the 
claims regarding the excessive subsidies and crossed subsidies raised by Corsica Ferries. On the other hand, 
the Council found that the global and indivisible offer of the SNCM likely constituted an abuse of its dominant 
position. The case on the merits is pending although it relates to the call for tenders that was cancelled by a 
decision of the Conseil d’Etat in December 2006. 

In a second case brought before the Competition Council following the continuation of the tender offer as a 
result of the decision of the Conseil d’Etat, the practices denounced by Corsica Ferries relate to an alleged 
cartel resulting from the formation of an illicit pooling arrangement between the SNCM and the CMN, the 
abuse of a dominant position evidenced by the creation of this pooling arrangement, and finally the abuse of a 
dominant position evidenced by the submission of an offer containing excessive subsidy requests that were in 
fact disguised crossed subsidies.   The Competition Council dismissed both claims concerning the pooling 
arrangement in its decision of April 6, 2007. With regards to the excessive subsidy request, the proceedings are 
underway but the Competition Council’s investigation has been suspended pending the decision on the merits. 

Corsica Ferries also filed claims before the administrative courts that led to the December 2006 decision of the 
Conseil d’Etat and to the continuation of the call for tender procedure. Following another appeal concerning 
this new call for tender procedure, Corsica Ferries’ request for the cancellation of the decision of June 7, 2007 
granting the Corsican route to the SNCM/CMN group for the 2007-2013 period was dismissed by a judgment 
of the administrative court of Bastia on January 24, 2008. Corsica Ferries has not appealed this decision. 

Finally, it should be noted that Veolia Transport’s acquisition of 28% of the SNCM was carried out subject to 
the condition subsequent of the approval of the European Commission concerning the terms of the 
privatization in relation to government subsidies.  The French state, in charge of the procedure with regards to 
the government subsidies in Brussels, filed pleadings on November 16, 2006 and April 27, 2007. The case is 
being reviewed by the Commision and a decision should be rendered before the summer.       

Proactiva  

On September 22, 1999 and February 10, 2000, several lawsuits were filed in the Commonwealth Court in 
Arecibo, Puerto Rico (transferred to San Juan, as ordered by the Supreme Court of Puerto Rico) against, 
among others, Compañía de Aguas de Puerto Rico (CAPR).  CAPR was a subsidiary of Aqua Alliance until 
2000, when it was transferred to Proactiva, Veolia Environnement’s joint venture with FCC.  The complaints 
allege that CAPR operated (until June 2002) a wastewater treatment facility in Barceloneta, Puerto Rico which 
emitted offensive odors and hazardous substances into the environment damaging the health of the plaintiffs, a 
group of local residents.   

Following several hearings and procedural steps within the framework of a mediation under the authority of a 
judge appointed by the Supreme Court of Puerto Rico, the parties reached an amicable agreement on August 
15, 2007. This settlement agreement provides that certain defendants, other than CAPR, will pay the plaintiffs 
in consideration for the complete release of their legal claims, and subject to the Court’s resolution of certain 
procedural details. Within this context, the Court issued a provisional order on August 30, 2007, and on 
November 6, 2007 a decision formally acknowledging the settlement agreement of August 15, 2007. Further to 
this formal acknowledgement, all claims against CAPR were dropped without CAPR having paid any sums to 
either the plaintiffs or the defendants. 
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The aggregate amount of reserves accrued by Veolia Environnement in respect of all litigation (see paragraph 
20.1, note 17 to the consolidated financial statements), including tax claims, in which Veolia Environnement 
or its subsidiaries are involved, includes a large number of claims and proceedings that, individually, are not 
material to Veolia Environnement’s business.  The largest individual reserve accrued in Veolia 
Environnement’s financial statements relating to litigation amounts to approximately €19 million.  These 
reserves include all of the losses that are considered to be likely to occur from any kind of litigation that Veolia 
Environnement encounters in the conduct of its business. 

 
20.5 Material changes in financial condition or commercial position 

There has been no material change in the financial condition or commercial position of the Company since the 
close of its 2007 fiscal year. 
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CHAPTER 21 
ADDITIONAL INFORMATION CONCERNING SHARE CAPITAL AND ARTICLES OF 

ASSOCIATION 

21.1 Information concerning share capital 

21.1.1 Share capital at December 31, 2007 

As of December 31, 2007, Veolia Environnement’s share capital amounted to €2,353,599,030.  As of the filing 
date of this reference document, the Company’s share capital amounted to €2,358,813,780, divided into 
471,762,756 fully paid-up shares with a par value of €5 per share42.  

21.1.2 Trading market for the Company’s shares 

The Company’s shares have been listed on the Euronext market in Paris (Box A) since July 20, 2000 under 
ISIN code FR 0000124141 – VIE, Reuters code VIE.PA, and Bloomberg code VIE.FP.  Veolia 
Environnement’s shares are eligible for the Service de Règlement Différé (SRD).  The Company’s shares have 
been listed on the New York Stock Exchange in the form of American Depositary Shares (“ADSs”) since 
October 5, 2001 under the symbol “VE”.  

Since August 8, 2001, the Company’s shares have been included in the CAC 40, the main index published by 
Euronext. 

The tables below set forth, for the past 18 months, the reported high and low sales prices and the trading 
volume (in shares) of the Company’s shares on the Euronext market and the New York Stock Exchange. 

 

                                                                 
42 On March 6, 2008 Veolia Environnement’s board of directors approved a capital increase following the exercise 

of the share subscription options under the option plans set up by the Company (see §17.3)  
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Euronext Paris 

Year 

(Month/Quarter) 

Price  

(in euros) 

Trading 
Volume 

 High Low 

 ———— ———— ———— 

2008    

February 59.84 53.29 41,083,180 

January 63.89 48.81 56,657,134 

    

2007    

Fourth Quarter 66.25 59.19 114,698,053 

December 65.85 60.07 35,155,979 

November 66.25 59.88 47,353,819 

October 62.95 59.19 32,188,255 

Third Quarter 60.96 50.62 141,437,296 

September 60.96 53.33 42,107,800 

August 56.95 50.62 54,095,431 

July 58.59 53.22 45,234,065 

Second Quarter 63.09 55.30 135,372,389 

June 62.59 55.33 66,122,703 

May 63.09 59.55 34,468,682 

April 61.15 55.30 34,781,004 

First Quarter 57.10 50.60 99,535,891 

March 56.06 50.60 35,466,787 

February 56.67 52.45 27,198,573 

January 57.10 51.80 36,870,531 

    

2006    

Fourth Quarter 58.40 46.12 97,560,487 

December 58.40 49.15 29,356,526 

November 51.60 47.33 28,866,094 

October 49.46 46.12 39,337,867 

Third Quarter 48.69 42.71 119,763,237 

September 48.69 42.71 43,152,009 

Source: Euronext Paris 
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New York Stock Exchange 

Year 

(Month/Quarter) 

Price 

(in US$) 

Trading 
Volume(1) 

 High Low 

 ———— ———— ———— 

2008    

February 90.27 77.56 2,919,100 

January 94.42 72.88 3,448,000 

    

2007    

Fourth Quarter 96.61 84.25 5,382,300 

December 96.61 86.15 1,553,200 

November 96.07 88.15 1,996,700 

October 91.02 84.25 1,832,400 

Third Quarter 86.64 67.11 6,771,700 

September 86.64 73.76 2,594,200 

August 77.43 67.11 2,128,900 

July 80.14 72.81 2,048,600 

Second Quarter 86.14 74.88 4,336,700 

June 84.82 74.88 1,913,400 

May 86.14 80.64 1,513,500 

April 83.52 74.94 909,800 

First Quarter 74.91 67.00 4,014,770 

March 74.91 68.20 1,304,700 

February 74.10 67.00 1,011,570 

January 73.32 67.61 1,698,500 

    

2006    

Fourth Quarter 75.87 58.00 3,134,600 

December 75.87 65.61 1,294,800 

November 67.05 60.46 1,043,300 

October 62.17 58.00 796,500 

Third Quarter 61.61 48.80 4,751,000 

September 61.61 54.43 1,261,100 

Source:  NYSE 

(1) For the information relating to the number of shares exchanged, the Company’s source, since September 2006, has 
been the public data provided by the New York Stock Exchange (accessible on the NYSE website www.nyse.com).  Data 
published prior to this date came from the Bank of New York and included off market transactions.  Consequently, 
volumes can vary slightly depending upon the source from which the data is taken.    
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21.1.3 Repurchase of shares by the Company43 

21.1.3.1 Repurchase plan in effect as of the date of filing of this reference document (authorized by the 
shareholders’ meeting of May 10, 2007) 

At the general shareholders’ meeting held on May 10, 2007, the Company’s shareholders approved a share 
repurchase plan allowing the Company to purchase, sell and transfer its shares at any time, including during a 
public tender offer (provided that these transactions would not be likely to cause the offer to fail, and that they 
would be limited to the implementation of all share purchase option plans, to the delivery of shares at the time 
of the exercise of rights attached to securities granting access to the capital or to shares within the scope of the 
external growth, merger, demerger or contribution plan) and by any means, on the market or over-the-counter, 
including through block trades, issuance of convertible securities and combinations of financial derivative 
instruments granting rights to the Company’s capital by means of conversion, exchange, reimbursement, 
exercise of warrants or other instruments, in an amount not to exceed 10% of the Company’s aggregate share 
capital during the repurchase plan.  In addition, the Company could not at any time hold more than 10% of the 
Company’s aggregate share capital at any time. 

This program allows the Company to trade in its own shares for the purpose of (i) implementing stock option 
plans in accordance with Articles L.225-177 et seq. of the French Commercial Code, (ii) awarding shares to 
employees in connection with a company savings plan established in accordance with applicable law (in 
particular Articles L.443-1 et seq. of the French Labor Code), (iii) awarding free shares in accordance with 
Articles L.225-197-1 et seq. of the French Commercial Code, (iv) delivering shares upon exercise of 
instruments granting rights to such shares of the Company, (v) retaining and later distributing shares to finance 
external growth, mergers, spin-offs and contributions, whether in exchange or as payment, (vi) enhancing the 
secondary market for or liquidity of Veolia Environnement shares through an investment services provider, 
within the framework of a liquidity contract conforming to the deontological charter recognized by the AMF, 
(vii) completing purchases, sales or transfers of any kind by an investment services provider, in particular 
off-market transactions, and (viii) canceling all or a portion of repurchased shares. 

The maximum repurchase price under the program was set at the combined general shareholders’ meeting of 
May 10, 2007 at € 90 per share, and the maximum amount that the Company may allocate to the share 
repurchase plan was set at €1.5 billion.  The shareholders granted the board of directors or its delegate broad 
powers to implement the program and determine the terms and conditions of any repurchases. 

The authorization described above expires at the latest on November 10, 2008, which is 18 months from the 
date of the original shareholders’ meeting held on May 10, 2007.  It may be renewed at the shareholders’ 
meeting that will be held on May 7, 2008.   

21.1.3.2 Summary of transactions completed by the Company under the 2007 share repurchase plan 

Percentage of share capital held by the Company at February 29, 2008:   3.21% 
Number of shares cancelled during the past 24 months:   0 
Number of treasury shares held at February 29, 2008:   15,120,654 
Accounting value of the treasury shares at February 29, 2008:   €460,730,205 
Market value of the treasury shares at February 29, 200844:   €890,152,901 

                                                                 
43 This section contains information concerning the share repurchase plan that must be provided pursuant to Articles 

L225-209 and 241-2 of the general regulations of the AMF and information required in application of the provisions of 
Article L.225-211 of the French Commercial Code. 

44  On the basis of the closing price on February 29, 2008, i.e., 58.87 euros.   
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Under the share repurchase plan approved by the general shareholders’ meeting of May 10, 2007 and up until 
February 29, 2008, shares were traded as follows by the Company: 

 

Total gross flow Open positions as of February 29, 2008 
 

Purchases Sales/ 
Transfers 

Open purchase 
positions Open sale positions 

Number of shares 0 30,595 
Purchase 

options 
bought 

Purchases 
in the future 

Purchase 
options sold 

Sales in the 
future 

Average maximum maturity   None None 1,400,000 * None 

Average price of transactions 
(in euros) n/a 31.51     

Average exercise price  
(in euros)   n/a n/a 43,48 n/a 

Amounts (in euros) 0 964,151     
na: not applicable 

* Options with maturities ranging from August 5, 2009 to September 24, 2009, which were sold by the Company to Calyon in August 
and September 2006 with a view to securing the employee share capital increase completed on December 15, 2006. 

The Company did not pay any negotiation fees during the 2007 fiscal year for transactions conducted within 
the framework of the program authorized by the mixed general meeting of May 10, 2007.  

21.1.3.3 Description of transactions concluded in furtherance of the aims and objectives of the 2007 
repurchase plan 

The transactions involving the shares of Veolia Environment carried out within the scope of the program 
authorized by the combined general shareholders’ meeting held on May 10, 2007 were carried out in 
furtherance of the stated goal of implementing the share purchase option plan.  The Company transferred a 
total of 30,595 shares following the exercise of share purchase options awarded to employees under the first 
share purchase option plan put in place by Veolia Environnement in 2000.  The share price was €31.92 before 
legal adjustment, following the adjustment on July 11, 2007 the price has been €31.41(see §17.3.3 above).       

21.1.3.4 Allocation of treasury shares 

As of February 29, 2008, Veolia Environnement held a total of 15,120,654 of its own shares, which 
represented 3.21% of its share capital.  None of Veolia Environnement’s subsidiaries held any shares, directly 
or indirectly, as of such date.  

Of this total, 8,128,440 shares were acquired from Vivendi (previously Vivendi Universal) in connection with 
the shareholder restructuring conducted in December 2004 had been reserved by the board of directors on 
December 8, 2004 for stock option plans or other share allocations for employees. 

At its meeting on May 12, 2005, the board of directors allocated the remaining treasury shares, or 8,055,108 
shares, as follows: 2,017,708 shares were reserved to cover stock option programs or other share distribution 
programs on behalf of employees; and 6,037,400 shares were reserved to finance external growth. 
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On February 29, 2008, as a result of the transactions completed in 2006 and 2007 and up to the date hereof, the 
Company’s treasury shares were allocated as follows: 

6,394,254 shares were reserved to cover stock option programs or other share distribution programs on behalf 
of employees; and 

8,726,400 shares were reserved to finance external growth. 

21.1.3.5 New resolution to be proposed to the shareholders’ meeting of May 7, 2008 

The authorization for the share repurchase plan described above will expire at the latest on November 10, 
2008, subject to the adoption by the shareholders’ meeting of May 7, 2008 of the 6th resolution described 
below.  

The new resolution authorizes the Company to implement a new share repurchase plan according to the 
following terms and conditions:  

The new resolution is designed to allow the Company to trade in its own shares in order to (i) implement stock 
option plans falling under Articles L.225-177 et seq. of the French Commercial Code or of any other similar 
plan, (ii) award free shares in accordance with the provisions of Article L.225-197-1 and in accordance with 
the Commercial Code, (iii) award or transfer shares to employees in order to allow them to benefit from the 
Company’s expansion under a company savings plan established under applicable law (in particular Articles 
L. 443-1 et seq. of the Labor Code), (iv) deliver shares to third parties upon following the exercise of rights 
attached to securities granting access to the share capital through repayment, conversion, exchange, 
presentation of a warrant or in any other manner, (v) deliver shares (as exchange, payment or otherwise) in 
connection with transactions involving external growth, mergers, sales or contributions, (vi) enhance the 
secondary market for or liquidity of Veolia Environnement shares through an investment services provider 
within the framework of a liquidity contract conforming to the deontological standards recognized by the 
AMF, (vii) complete purchases, sales or transfers by any means through an investment services provider, in 
particular off-market transactions, and (viii) cancel all or a portion of repurchased shares.  This program would 
also allow the Company to proceed with any other objective authorized under existing laws and regulations, or 
which could be authorized in the future under such laws and regulations.  In such a case, the Company would 
inform its shareholders by way of press release. 

Share repurchases would be subject to the following conditions: (i) the number of shares that the Company 
could purchase during the share repurchase plan could not, at any time, exceed 10% of the outstanding share 
capital, i.e., approximately 47,071,980 shares as of December 31, 2007 (which figure may be adjusted following 
changes in share capital that occur after the date of the shareholders’ meeting of May 7, 2008), and (ii) the 
number of shares acquired in order to be preserved and their subsequent delivery in the context of a merger, 
spin-off, or purchase may not exceed 5% of the Company’s share capital; (ii) the Company may not hold at any 
given times more than 10% of the outstanding share capital. 

Shares may be sold, bought or transferred at any time, within the limits authorized by the legal and regulatory 
provisions in force, by any method, on the market or over-the-counter, including by block trades of securities 
(with no limit as to the proportion of the share repurchase plan that may be carried out by this method), by 
public offers to purchase, sell or exchange shares, or through the use of options or other financial derivatives 
traded on a regulated market or over-the-counter or through delivery of shares following the issuance of 
securities granting access to the Company’s share capital through conversion, exchange, redemption, exercise 
of a warrant or otherwise.  Transactions may be conducted either directly or indirectly through an investment 
services provider. 
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The maximum purchase price of the shares under this resolution would be €9045 per share.  The total amount 
allocated to the share repurchase plan authorized above may not exceed €1.5 billion.  This authorization would 
replace any prior authorization granted to the board of directors to trade in the Company’s shares, effective 
from May 7, 2008 and if applicable for the value of any unused portion of any prior authorization.  It would be 
granted for a period of eighteen months from the date of this meeting. 

The shareholders would grant the board of directors, the authority to adjust the maximum purchase price in 
order to take into account, if needed, the effect of transactions impacting the value of the capital or shares of the 
Company and would also grant all powers to the board of directors, including the ability to sub-delegate its 
powers as provided by applicable law, to decide and implement this authorization, to specify the terms thereof 
and, if necessary, to decide upon the terms and conditions and more generally, to carry out the share repurchase 
plan. 

                                                                 
45 This maximum price (or the equivalent value at the same date in all other currencies) is only applicable to acquisitions 

decided after the date of the combined general shareholders’ meeting of May 7, 2008 and not to transactions 
concluded before this meeting but providing for share acquisitions to be realized after the date of this meeting. 
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21.1.4 Share capital authorized but not issued 

21.1.4.1 Authorizations adopted by the general shareholders’ meeting of May 11, 2006 and May 10, 2007 

 Status of authorizations adopted by the combined general shareholders’ meeting of May 11, 2006:46 
 

 

Securities Duration of the 
authorization 

and date of expiration

Maximum nominal amount of 
share capital increase

(in millions of euros)

Total use of authorization

(in millions of euros)

Issuances with 
preferential 
subscription rights 

 
Share capital increase 
through use of various 
securities 

26 months 

July 11, 2008

1,000
(such amount subject to the total 

global cap on share capital increases 
of 2,200) 259.7

Issuances without 
preferential 
subscription rights 
 
Share capital increase 
through use of various 
securities 

26 months

July 11, 2008

400

(such amount subject to the total 
global cap on share capital increases 

of 2,200) None

Share capital increase 
through 
incorporation of 
premiums, reserves, 
profits or other items 

26 months

July 11, 2008

370

(such amount subject to the total 
global cap on share capital increases 

of 2,200) None

Increase in number of 
shares issued 
pursuant to share 
capital increase with 
preferential 
subscription rights 

26 months

July 11, 2008
+15% of any share capital increase 

with preferential subscription rights None

Issuance of shares as 
payment for 
contributions in kind 

26 months

July 11, 2008

10% of share capital

(such amount subject to the total 
global cap on share capital increases 

of 2,220) None

Issuances reserved for 
employees 

Stock options 

26 months

July 11, 2008

1% of share capital

(such amount subject to the total 
global cap on share capital increases 

of 2,200) 12.5

 

 

                                                                 
46 Only authorizations that are still in force as of the date of filing of this reference document are listed below. 
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Status of authorizations adopted at the combined general shareholders’ meeting of  
May 10, 2007:47 

Securities  Duration of the 
authorization and date of 

expiration

Maximum nominal amount of 
share capital increase

(in millions of euros)

Total use of authorization

(in millions of euros)

Share Repurchase 
plan 

18 months
November 10, 2008

1,500
or 10% of share capital None

Issuances reserved for 
employees 

Members of savings 
plans* 

26 months
July 10, 2009

1% of share capital

(such amount subject to the total 
global cap on share capital increases 

of 2,220) 15.3

Issuances reserved for 
employees 

Capital increase 
benefiting a category of 
beneficiaries*/** 

18 months
November 10, 2008

0.2% of share capital
(such amount subject to the total 

global cap on share capital increases 
of 2,220) 0.9

Issuances reserved for 
employees 

Free award of new or 
existing shares* 

26 months

July 10, 2009

0.5% of share capital 

(such amount subject to the total 
global cap on share capital increases 

of 2,220) 1.7

Issuance of stock 
warrants (bons de 
souscription) during a 
public offer 

18 months
November 10, 2008 ***513

None

 

* The total amount of share capital increases that may occur pursuant to the authorizations proposed at the combined general 
shareholders’ meeting of May 10, 2007 may not exceed the global limit of €2.22 billion authorized by the combined general 
shareholders’ meeting of May 11, 2006. 

** Capital increase in favor of a company held by a credit institution intervening on behalf of Veolia Environnement for the 
implementation of a structured share offer to employees and executives of companies located in countries in which employees, 
for regulatory or other reasons, can not benefit from the employee shareholder package put in place by the 11th resolution 
(issuance reserved to employees, members of savings plan). 

*** i.e., 21.7% of the share capital at the date of filing of this reference document.  

                                                                 
47  Only authorizations that are still in force as of the date of filing of this reference document are listed below. 
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21.1.4.2 Authorizations adopted by the general shareholders’ meeting of May 7, 2008 
 
Securities  Duration of the authorization 

and date of expiration

Maximum nominal amount of share capital increase

(in millions of euros and/or in percentages)

Share Repurchase plan 
18 months

November 7, 2009
1,500

or 10% of share capital

Issuances with preferential 
subscription rights (DPS)* 

 
Share capital increase 
through use of various 
securities 

 
26 months 

July 7, 2010

40% of the share capital
(such amount subject to the total global limit on share capital 

increases of €1.651 billion)

Issuances without 
preferential subscription 
rights (DPS)* 
 
Share capital increase 
through use of various 
securities 

 
26 months

July 7, 2010

15% of the share capital

(such amount subject to the total global cap on share capital 
increases of €1.651billion)

Issuance of shares as 
payment for contributions 
in kind* 

26 months

July 7, 2010

10% of share capital

(such amount subject to the total global cap on share capital 
increases of €1.651 billion) 

Share capital increase 
through incorporation of 
premiums, reserves, profits 
or other items* 

26 months

July 7, 2010

400

(such amount subject to the total global cap on share capital 
increases of €1.651 billion)

Increase in number of 
shares issued pursuant to 
share capital increase with 
or without preferential 
subscription rights (“green 
shoe”)* 

26 months

July 7, 2010

+15% of any share capital increase with  preferential 
subscription rights (such amount subject to the total cap on 

share capital increases of €1.651 billion and the total cap on 
capital increases with or without DPS)

Issuances reserved for 
employees* 

Members of savings plans 

26 months

July 7, 2010

2% of the share capital

(such amount subject to the total global cap on share capital 
increases of €1.651 billion)

Issuances reserved for 
employees  

Capital increase benefiting a 
category of beneficiaries*/** 

18 months

November 7, 2009

0.2% of the share capital

(such amount subject to the total global cap on share capital 
increases of €1.651 billion)

Issuances reserved for 
employees* 

Stock options 

26 months

July 7, 2010

1% of share capital

(such amount subject to the total global cap on share capital 
increases of €1.651 billion)

Issuance of stock warrants 
(bons de souscription) 
during a public offer 

18 months

November 7, 2009 25% of the capital

* The total amount of share capital increases that may be effected pursuant to the authorizations adopted at the 
combined general shareholders’ meeting of May 7, 2008 may not exceed €1.651 billion. 

**  Capital increase in favor of a company held by a credit institution intervening on behalf of Veolia Environnement 
for the implementation of a structured share offer to employees and executives of companies located in countries in 
which employees, for regulatory or other reasons, can not benefit from the traditional employee shareholder 
package (issuance reserved to employees, members of savings plan). 
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21.1.5 Other securities convertible into shares  

Potential dilution linked to share subscription options and free shares and share subscription bonds 

As of December 31, 2007, the Company had granted a total of 333,700 free shares and 22,944,535 subscription 
options carrying a subscription right, after adjustment and exercising, to 15,287,144 of the Company’s shares 
(see Chapter 17, §17.3.3 above). 

On December 12, 2007, the Company’s Chairman and Chief Executive Officer, with the authorization of the 
board of directors, who in turn acted pursuant to the 11th resolution adopted by the combined shareholders’ 
meeting of May 10, 2007, decided to grant FCPE Sequoia Plus Deutschland 2007, free of charge, 52,747 
Veolia Environment stock warrants (BSA) linked to shares subscribed by FCPE within the scope of the 
implementation of the leveraged secured plan capital increase reserved for employees conducted in 2007.  
These BSA’s were granted in exchange for a 20% discount for the shares subscribed by FCPE Sequoia Plus 
Deutschland 2007, in the name and on behalf of the beneficiaries of the companies based in Germany enrolled 
in the international group savings plan, to take into account the local tax constraints within the countries.  Each 
stock warrant carries the right to subscribe for one Veolia Environnement share at the price of €60.23.  They 
can be exercised at any time before December 31, 2012.  After midnight on December 31, 2012, the 
non-exercised BSA’s will be cancelled. 

As of December 31, 2007, the Company’s outstanding shares amounted to 470,719,806.  At this date, if all of 
the BSA’s and all of the subscription options (plans n°2 and 7) had been exercised, and if all of the free shares 
had been issued, 15,673,591 new shares would have been created, representing a dilution ratio of 3.33%.     

21.1.6 Evolution in share capital as of December 31, 2007 

The table below shows the evolution in Veolia Environnement’s share capital since the beginning of the 2003 
fiscal year. 

Date of 
Shareholders’ 

Meeting 
Transaction Number of 

Shares Issued 

Nominal 
Value Per 

Share 
Issued 

(in euros) 

Nominal Value 
of Share 
Capital 
Increase 

(in euros) 

Issue Premium  

(in euros) 

Total Share 
Capital 

(in euros) 

Total 
Number of 

Shares 

6/21/00 
(meeting of the 

management 
board of 3/24/03) 

Exercise of 
stock warrants 

13 13.5 175.5 539.5 5,468,451,196.5 405,070,459 

4/30/03 Share capital 
decrease  
(through 
decrease in 
nominal value 
per share) 

n/a 5 n/a 3,443,098,901.5 2,025,352,295 405,070,459 

6/21/00 (declared 
by the chairman 

and chief 
executive officer 

on 6/30/03) 

Exercise of 
stock warrants 

9 5 45 448.06 2,025,352,340 405,070,468 

6/21/00 (declared 
by the chairman 

and chief 
executive officer 

on 2/17/04) 

Exercise of 
stock warrants 

47 5 235 2,341.99 2,025,352,575 405,070,515 
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Date of 
Shareholders’ 

Meeting 
Transaction Number of 

Shares Issued 

Nominal 
Value Per 

Share 
Issued 

(in euros) 

Nominal Value 
of Share 
Capital 
Increase 

(in euros) 

Issue Premium  

(in euros) 

Total Share 
Capital 

(in euros) 

Total 
Number of 

Shares 

5/12/2004 
(declared by the 

chairman and 
chief executive 

officer on 
12/6/04) 

Share capital 
increase 
reserved for 
employees 
(Group Savings 
Plan) 

1,351,468 5 6,757,340 18,528,626.28 2,032,109,915 406,421,983 

6/21/00 (declared 
by the board of 

directors on 
9/15/05) 

Exercise of 
stock warrants 

94,772 5 473,860 1,875,890.52 2,032,583,775 406,516,755 

5/12/2005 
(declared by the 

chairman and 
chief executive 

officer on 
12/6/05) 

Share capital 
increase 
reserved for 
employees 
(Group Savings 
Plan) 

1,281,928 5 6,409,640 29,625,356.08 2,038,993,415 407,798,683 

06/21/2000 

04/25/2002 

05/12/2004 

(declared by the 
board of directors 

on 3/9/06) 

Exercise of 
stock warrants 
and stock 
options 

73,923 5 369,615 1,456,335 2,039,363,030 407,872,606 

06/21/2000 

04/25/2002 

05/12/2004 

(declared by the 
board of directors 

on 09/14/06) 

Exercise of 
stock warrants 
and stock 
options 

991,894 5 4,959,470 29,011,377 2,044,322,500 408,864,500 

05/11/2006 

(declared by the 
chairman and 

chief executive 
officer on 
12/15/06) 

Share capital 
increase 
reserved for 
employees 
(Group Savings 
Plan) 

1,931,340 5 9,656,700 62,807,177 2,053,979,200 410,795,840 

06/21/2000 

04/25/2002 

05/12/2004 

05/12/2005 

(declared by the 
board of directors 

on 03/07/07) 

Exercise of 
Stock-options 

1,830,710 5 9,153,550 52,109,661 2,063,132,750 412,626,550 

06/21/2000 

04/25/2002 

(declared by the 
board of directors 

on 06/10/07) 

Exercise of 
stock-options 

2,722,082 5 13,610,410 68,869,237.01 2,076,743,160 415,348,632 

06/21/2000 

04/25/2002 

(declared by the 
chairman and 

chief executive 
officer on 
07/10/07) 

Exercise of 
stock-options 

179,688 5 898,440 4,229,969 2,077,641,600 415,528,320 
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Date of 
Shareholders’ 

Meeting 
Transaction Number of 

Shares Issued 

Nominal 
Value Per 

Share 
Issued 

(in euros) 

Nominal Value 
of Share 
Capital 
Increase 

(in euros) 

Issue Premium  

(in euros) 

Total Share 
Capital 

(in euros) 

Total 
Number of 

Shares 

05/11/2006 

(declared by the 
chairman and 

chief executive 
officer on 
07/10/07) 

Share capital 
increase in cash 
with 
maintenance of 
preferential 
subscription 
right 

51,941,040 5 259,705,200 2,321,764,488 2,337,346,800 467,469,360 

05/10/2006 

(declared by the 
chairman and 

chief executive 
officer on 
12/12/07) 

Share capital 
increase 
reserved for 
employees 
(Group Savings 
Plan) 

3,061,675 5 15,308,375 132,948,611.80 2,352,655,175 470,531,035 

05/10/2006 

(declared by the 
chairman and 

chief executive 
officer on 
12/12/07) 

Share capital 
increase 
reserved to a 
category of 
beneficiaries 

188,771 5 943,855 8,151,131.78 2,353,599,030 470,719,806 

6/21/2000 

04/25/2002 

05/12/2004 

(declared by the 
board on March 

6, 2008) 

Exercise of 
stock options 

1,042,950 5 5,214,750 26,877,494.36 2,358,813,780 471,762,756 

n/a = not applicable 
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21.1.7 Non-equity securities 

In June 2001, a Euro Medium Term Note (EMTN) program was established for up to an aggregate amount of 
€4 billion.  On June 26, 2002, this limit was raised to €8 billion, and then to €12 billion on June 9, 2006. 

The main issuances under the EMTN program as of December 31, 2007, that remained outstanding as of the 
filing date of this reference document were the following: 

Date of the Issuance Principal Amount 
of the Issuance 

Amount 
Outstanding as at 

December 31, 2007 
Interest Rate Maturity 

June 27, 2001  €2 billion €700 million 5.875% June 27, 2008 

February 1, 2002 €1 billion €1 billion 5.875% February 1, 2012 

May 28, 2003 €1 billion €1 billion 4.875% May 28, 2013 

May 28, 2003 €750 million €750 million 5.875% May 28, 2018 

November 25, 2003 €700 million €700 million 6.125% November 25, 2033 

June 17, 2005 €600 million €600 million 1.75% + inflation 
rate in the Eurozone 
(excluding tobacco) 

June 17, 2015 

December 12, 2005 €900 million €900 million 4% February 12, 2016 

December 12, 2005 €600 million €600 million 4.375% December 12, 2020 

November 24, 2006 €1 billion €1 billion 4.375% January 16, 2017 

February 26, 2007 €200 million €200 million 3-month Euribor 

+0.50% 

August 26, 2008 

May 24, 2007 €1 billion €1 billion 5.125% May 24, 2022 

October 29, 2007 GBP500 million GBP500 million 6.125% October 29, 2037 

 

The June 2001 issuance (€2 billion maturing on June 27, 2008) set forth above, was the subject of several 
partial repurchases, including one during the first half of 2004, for the amount of €150 million, and a second on 
December 12, 2005, for the amount of €1.15 billion.  

In addition to the February, May and October 2007 issuances, the following transactions were completed last 
year: the issuance conducted in November 2005 was fully reimbursed when it expired on May 30, 2007 for a 
total amount of €491 million, and the issuance conducted in January 2006 and expiring July 18, 2007, for a 
total amount of €142 million. 

Moreover, a €300 million issuance conducted on February 15, 2006 was fully reimbursed prior to its expiration 
on February 15, 2008. 

As of December 31, 2007, the EMTN debt amounted to €9,397.1 million, of which €8,191.1 million will 
mature in more than one year. 
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In addition, in 2003 the Company issued bonds amounting to €404 million in a private placement by investors 
located primarily in the United States broken down as follows: 

Tranches 
Principal Amount of the 

Issuance Interest Rate Maturity

Tranche A €33 million fixed rate of 5.84% January 30, 2013

Tranche B GBP 7 million fixed rate of 6.22 % January 30, 2013

Tranche C USD 147 million fixed rate of 5.78 % January 30, 2013

Tranche D USD 125 million fixed rate of 6.02 % January 30, 2015

Tranche E USD 85 million fixed rate of 6.31 % January 30, 2018
 
As of December 31, 2007, the value of this debt was €288.8 million, the entire amount of which would mature 
in more than one year (see Chapter 20, paragraph 20.1, note 18 to the consolidated financial statements). 

As of December 31, 2007, the value of commercial paper (billets de trésorerie) issued by the Company 
amounted to €109 million. 

21.2 Provisions of the Company’s articles of association 

Please refer as well to the information set forth in Chapter 5, paragraph 5.1.2 (General information concerning 
the Company). 

21.2.1 Corporate purpose 

According to article 3 of its articles of association, the Company’s corporate purpose, directly or indirectly, in 
France and in all other countries, is: 

• the provision of environmental services on behalf of private, professional or public customers, specifically in 
the areas of water provision, water purification, energy, transportation and environmental services; 

• the acquisition and use of all patents, licenses, trademarks and designs relating directly or indirectly to the 
Company activities; 

• the acquisition of interests (whether in the form of shares, bonds or other securities) in existing or future 
companies, through subscription, purchase, contribution, exchange or any other means, together with the 
ability to subsequently transfer such interests; and 

• generally, the conclusion of all commercial, industrial, financial, real estate or other transactions relating 
directly or indirectly to the above-mentioned corporate purposes, and, in particular, the ability to issue any 
guarantee, first-demand guarantee, surety or other security in favor of any group, undertaking or company in 
which the Company holds an interest in connection with its activities, as well as the ability of the Company to 
finance or refinance any of its activities. 

21.2.2 Fiscal year 

The Company’s fiscal year begins on January 1 and closes on December 31 of each calendar year. 

21.2.3 Allocation and distribution of profits 

Each share is entitled to an amount of profit in proportion to the percentage of share capital that such share 
represents. 

Distributable profit consists of the net profit for the year, minus any prior losses, together with the various 
deductions provided for by law, plus retained earnings from prior years. 
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The general shareholders’ meeting may decide to distribute sums withdrawn from reserves at its disposal, by 
expressly indicating the reserve categories from which withdrawals have been made. 

After approving the annual financial statements and declaring the existence of sums available for distribution 
(including distributable profits and the sums withdrawn from reserves as referred to above, if any), the general 
shareholders’ meeting must resolve to distribute such sums, wholly or in part, to the shareholders as dividends, 
to allocate them to reserves, or to carry them forward as retained earnings. 

The general shareholders’ meeting has the power to grant to the shareholders an option to receive all or part of 
the dividends, or advances on dividends, in the form of cash or in shares, in accordance with applicable law.  
Furthermore, the general shareholders’ meeting may decide, for all or part of a dividend, advance on dividends, 
distribution of reserves or premium, or with respect to any capital reduction, that such distribution or capital 
reduction will be made in kind by delivery of the Company’s assets. 

The board of directors has the power to distribute advances on dividends prior to the approval of the annual 
financial statements, in accordance with applicable law. 

21.2.4 Modifications of articles of association, share capital and voting rights attached to 
shares 

Any modification of articles of association, share capital or of the voting rights attached to shares must comply 
with general law and regulations; the articles of association do not specify any other required measures. 

21.2.5 General shareholders’ meetings 

21.2.5.1 Convening shareholders’ meetings  

General shareholders’ meetings are convened and deliberations occur under conditions fixed by law.  Meetings 
are held at the Company’s registered office or at another location designated in the notice announcing the 
shareholders’ meeting. 

Shareholder’s decisions are made as part of ordinary, extraordinary, special or combined shareholder 
meetings, depending on the nature of the decisions that shareholders are called upon to make. 

21.2.5.2 Participation in meetings  

All shareholders may attend general shareholders’ meetings and participate in deliberations, either in person or 
by proxy.  The right of shareholders to participate in ordinary or extraordinary meetings requires the 
registration of the shares in the name of the shareholder or the intermediary registered on his (or her) behalf at 
the latest on the third day working day prior to the meeting at midnight, Paris time, either in the registered 
securities accounts held by the Company, or in bearer securities accounts held by the authorized intermediary. 

The recording or registration with the authorized intermediary is evidenced by a participation certificate 
delivered by such intermediary, annexed to the registered voting form or proxy or annexed to an admission 
card in the name of the shareholder or for the shareholder represented by the authorized intermediary.  A 
certificate is also delivered to shareholders wishing to attend the meeting in person who have not yet received 
their admission card by midnight, Paris time, of the third working day preceding the meeting.   

Shareholders who are unable to attend the shareholders’ meeting in person may choose among one of the 
following three voting methods: 

• provide a written proxy to his or her spouse or to another shareholder; 

• vote by mail; or 

• send a blank proxy to the Company, under the conditions fixed by applicable law. 
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The forms for voting by proxy and by mail are established and made available to shareholders based on then 
applicable law.  Shareholders may, under conditions set by law, submit their proxies and votes by mail either in 
paper form, or, subject to a decision by the board of directors published in the notice of shareholder’s meeting, 
or in electronic form in accordance with the procedures set forth in said notice. 

In instances where the board of directors has given prior notice to shareholders that they may participate in a 
meeting through videoconference or through other means which permit their identification under applicable 
law, shareholders who so participate shall be deemed to be present for purposes of calculating whether a 
quorum or a majority exists.   

Minutes of the meetings are prepared, and copies thereof are certified and delivered in accordance with 
applicable law. 

21.2.5.3 Quorum 

Law no. 2005-842 of July 26, 2005 lowered the quorum required for a shareholders’ meeting of a société 
anonyme to validly deliberate. 

The quorum required for extraordinary shareholders’ meetings was lowered from 1/3 to 1/4 of shares carrying 
voting rights (for meetings occurring after the first notice), and from 1/4 to 1/5 of shares for meetings occurring 
after the second notice (article L.225-96 paragraph 2 of the French Commercial Code).  The quorum required 
for ordinary shareholders’ meetings was lowered from 1/4 to 1/5 of shares carrying voting rights (for meetings 
occurring after the first notice), while no quorum is required for ordinary meetings occurring after the second 
notice (article L.225-98 paragraph 2 of the French Commercial Code). 

21.2.5.4 Voting rights 

Voting rights attached to shares are proportional to the percentage of share capital that such shares represent, 
and each share carries the right to cast one vote.  There are no double voting rights. 

Voting rights attached to shares subject to usufruct are exercised by the usufructuary (usufruitier) in ordinary 
general shareholders’ meetings and by the owner without usufruct (nu-propriétaire) in extraordinary general 
shareholders’ meetings. 

21.2.6 Identification of shareholders 

When shares are fully paid up, they may be in registered or bearer form, at the discretion of the shareholder, 
subject to applicable laws and regulations and the articles of association of the Company.  Until the shares are 
fully paid up, they must be in registered form. 

Shares of the Company are recorded in their owner’s name or in the name of an approved intermediary in the 
Company’s registry, in accordance with applicable laws and regulations.  When the domicile of the owner of 
the shares is not in French territory (within the meaning of Article 102 of the French Civil Code), any 
intermediary may be registered on behalf of such owner, in accordance with the provisions of Article L.228-1 
of the French Commercial Code.   

Further, the Company’s articles of association provide that the Company may seek to identify shareholders or 
other owners of Company securities that have the right, either immediately or in the future, to vote in meetings 
of shareholders, in accordance with the procedures set forth in Articles L.228-2 et seq. of the French 
Commercial Code.  In accordance with these procedures, the Company conducted an analysis of its 
shareholder structure as at July 15 and December 31, 2006. 

In the event that holders of securities or their intermediaries fail to provide information requested of them in 
accordance with Articles L.228-2 et seq. of the French Commercial Code, the shares or other securities that are 
the subject of these requests may be deprived of voting rights and in certain circumstances of dividends until 
the obligations have been met. 
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21.2.7 Crossing various thresholds of share ownership 

The French Commercial Code provides that any individual or entity, acting alone or in concert with others, that 
becomes the owner, directly or indirectly, of more than 5%, 10%, 15%, 20%, 25%, one-third, 50%, two-thirds, 
90% and 95% of the outstanding shares or voting rights of the Company, or that increases or decreases its 
shareholding or voting rights above or below any of those percentages, must notify the Company and the 
French market authority (the Autorité des marches financiers, or AMF), within five trading days of the date it 
crosses such thresholds, of the number of shares and voting rights it has come to hold.  The AMF will publicly 
disclose this information.   

If any person fails to comply with the legal notification requirement, the shares that exceed the relevant 
threshold will be deprived of voting rights for all shareholders’ meetings until the end of a two-year period 
following the date on which their owner complies with the notification requirements.  

In addition, the Company’s articles of association, as modified by the shareholders’ meeting of May 12, 2005, 
currently provide that any individual or entity, acting alone or in concert with others, must notify the Company 
by registered letter with acknowledgment of receipt within 15 days of acquiring or disposing of, directly or 
indirectly, 1% or any multiple of 1% of the Company’s shares or voting rights.  The notice must contain the 
name of the individual or entity, the name of the person(s) with whom it is acting in concert, as well as the total 
number of shares, voting rights and securities convertible into shares that such individual or entity holds, 
directly or indirectly, on its own or in concert with others.   

The modification of this provision of the Company’s articles of association will be proposed at the 
shareholders’ meeting of May 7, 2008 in order to raise the first statutory declaration threshold to 2%. Should 
this resolution be approved by the shareholders’ meeting, any physical person or legal entity acting alone or in 
concert with others that acquires or cease to directly or indirectly hold a portion of the capital or voting rights 
equal to (i) an initial threshold of 2% of the capital or voting rights, or (ii) any percentage of the capital or 
voting rights equal to a multiple of 1% above this initial 2% threshold must notify the Company by registered 
letter with a receipt acknowledgement, within five trading days of the crossing of this threshold, of the total 
number of shares, voting rights and securities granting access to the capital that it owns directly or indirectly, 
or in concert with others. 

If any person fails to comply with this notification requirement, and provided that one or more shareholders 
holding at least 1% of the Company’s share capital or voting rights so request (to be reflected in the minutes of 
the general shareholders’ meeting), the shares that exceed the relevant threshold will be deprived of voting 
rights for all shareholders’ meetings until the end of a two-year period following the date on which their owner 
complies with the notification requirements.  
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CHAPTER 22 
SIGNIFICANT CONTRACTS 

Impact of a change in control of Veolia Environnement48 

In many countries, including France, not only can local authorities terminate contracts entered into with 
subsidiaries of the Veolia Environnement Group (see chapter 4, § 4.1.2 above), but a change of control of 
Veolia Environnement could affect certain contracts of the Group that include change of control clauses.  

This is the case for several important contracts concluded with public and private clients, particularly abroad, 
including the water contract in Berlin and the transportation contract in Melbourne, which allow for a specific 
termination rights in favor of the clients and/or the financial partners associated with the client, in the event of 
a change of control of Veolia Environnement.  

Furthermore, under the partnership agreements with EDF signed in December 2000, if a competitor of EDF 
takes over the Company, EDF has the right to purchase all of the Dalkia shares held by the Company49 (see 
chapter 20, § 20.1, note 38 of the consolidated financial statements).   

                                                                 
48  Article L.225-100-3 of the French Code de commerce. 
49  Dalkia is held 66.0% by Veolia Environnement and at 34.0% by EDF. Dalkia’s business is conducted in France by 

Dalkia France, a 99.9% subsidiary of Dalkia. Dalkia’s business abroad is conducted by Dalkia International, 75.8% 
held by Dalkia and 24.2% by EDF. As part of the partnership agreements signed in December 2000, EDF benefited 
from a purchase option allowing it to raise its participation in the share capital of Dalkia to 50%, provided that a 
certain number of conditions were satisfied. The terms of this option were defined in an amendment signed by EDF 
and Veolia Environnement on April 19, 2005. This amendment specified, in particular, that EDF had until July 31, 
2005 to exercise the option and that the option would not be considered to be finally exercised until the date on which 
a formal agreement would be included among the parties relating, in particular, to the reorganization of their relations, 
as a result of the industrial and commercial agreement, and their rights and obligations under the partnership 
agreements, including rules of governance. This formal agreement was to be concluded by September 30, 2005, at the 
latest. 

In this context, EDF exercised its purchase option, on a conservatory basis, on July 28, 2005. However, since there 
was no formal agreement concerning the reorganization of the industrial and commercial agreement or the partnership 
agreement, the option became invalid and was effectively cancelled as from October 1, 2005. Today, EDF no longer 
holds purchase options for Dalkia or its subsidiaries, except in the event that a competitor of EDF should take over the 
Company. Similarly, EDF granted a purchase option to Veolia Environnement concerning all of its Dalkia shares in 
case the status of EDF were to change or a competitor of Veolia Environnement, acting alone or in concert, should 
take over EDF. If there is no agreement concerning the sale price of the shares, it will be fixed by an expert. 
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CHAPTER 23 
THIRD PARTY INFORMATION, EXPERT STATEMENTS AND DECLARATION OF 

INTERESTS 

Not applicable. 
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CHAPTER 24 
DOCUMENTS AVAILABLE TO THE PUBLIC 

The Company’s press releases, annual reports (including historical financial information relating to the 
Company) and any related updates filed with the AMF, as well as the Company’s Form 20-F filed with the 
U.S. Securities and Exchange Commission, are available on the Company’s website: 
www.veoliaenvironnement.com.  Copies of these documents may also be obtained at the Company’s 
registered office at 36/38, avenue Kléber in Paris. 

The Company is required, pursuant to directive 2003/71/EC to publish an annual report that contains or 
mentions all of the information disclosed to the public by the Company during the preceding twelve months in 
France, other EU member states, and in the United States.  A copy of this annual report is available on the 
Company’s website at the address indicated above, as well as on the AMF’s website: www.amf-france.org.   

All of the regulated information published by the Company, pursuant to article 221-1 et seq., in the AMF’s 
general regulation, is available on Veolia Environnement’s website at the following address: 
http://www.veolia-finance.com  in the “Regulated Information” section. 

The Company’s articles of association, as well as the minutes of general shareholders’ meetings, the statutory 
auditors’ reports and all other corporate documents, may be viewed at the Company’s registered office. 
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CHAPTER 25 
INFORMATION REGARDING COMPANY INTERESTS 

Information concerning companies in which Veolia Environnement holds a portion of the share capital and 
which may have a material impact on its assets, financial condition or results of operations is set forth in 
Chapter 6, paragraph 6.1.4 above and in Chapter 20, paragraph 20.1, note 45 to the consolidated financial 
statements. 


