CONSOLIDATED FINANCIAL STATEMENTS OF SUEZ ENVIRONNEMENT
COMPANY

FOR THE FISCAL YEARS ENDING DECEMBER 31, 20092aND 2008



Consolidated statements of financial position

Q December 31, December 31,

2 2009 2008
In millions of euros
NON-CURRENT ASSETS
Net intangible assets 10 2,235.8 1,867.2
Goodwill 9 3,069.5 2,897.5
Property, plant and equipment net 11 6,487.9 6,205.8
Available-for-sale securities 13 447.8 729.2
Loans and receivables carried at amortizated cost 13 400.3 457.4
Derivative financial instruments 13 44.8 89.6
Investments in associates 322.9 265.6
Other non current assets 121.3 120.0
Deferred tax assets 7 552.9 500.2
TOTAL NON-CURRENT ASSETS 13,683.2 13,132.5
CURRENT ASSETS
Derivative financial instruments 13 11.7 0.3
Loans and receivables carried at amortized cost 13 204.6 151.8
Trade and other receivables 13 3,701.4 3,5688.4
Inventories 270.4 245.9
Other current assets 823.5 872.6
Financial assets at fair value through income 13 1,141.1 51.0
Cash and cash equivalents 13 2,711.7 1,668.5
TOTAL CURRENT ASSETS 8,864.4 6,578.5
TOTAL ASSETS 22,547.6 19,711.0
Shareholders' equity, Group share 3,675.9 3,632.4
Minority interests 742.2 637.6
TOTAL CONSOLIDATED SHAREHOLDERS' EQUITY 15 4,418.1 4,170.0
NON-CURRENT LIABILITIES
Provisions 16 1,054.4 1,021.1
Long term borrowings 13 6,400.0 5,100.5
Derivative financial instruments 13 62.5 22.5
Other financial liabilities 13 18.9
Other non current liabilities 635.5 514.2
Deferred tax liabilities 7 287.0 332.7
TOTAL NON-CURRENT LIABILITIES 8,439.4 7,009.9
CURRENT LIABILITIES
Provisions 16 334.6 306.9
Short term borrowings 13 3,680.2 2,620.8
Derivative financial instruments 13 57.1 83.3
Trade and other payables 13 3,741.4 3,863.7
Other current liabilities 1,876.8 1,656.4
TOTAL CURRENT LIABILITIES 9,690.1 8,531.1
TOTAL CONSOLIDATED SHAREHOLDERS' EQUITY AND LIABILI TIES 22,547.6 19,711.0




Consolidated income statements

Q December 31, December 31,
2 2009 2008

In millions of euros
Revenues 12,296.4 12,363.7
Purchases (2,886.4) (2,677.2)
Personnel costs (3,145.7) (3,062.2)
Depreciation, amortization and provisions (851.4) (776.0)
Other operating income and expenses (4,486.9) (4,789.2)
CURRENT OPERATING INCOME 4 926.0 1,059.1
Mark-to-market on operating financial instruments 2.2 3.2
Impairment on property, plant and equipment, intangible and financial (85.3) @
assets
Restructuring costs (60.0) (20.9)
Expenses linked to initial public offering - (50.8)
Disposal of assets 84.2 46.9
INCOME FROM OPERATING ACTIVITIES 5 867.1 1,035.8
Financial expenses (358.8) (420.8)
Financial income 98.8 91.0
Financial income/(loss) 6 (260.0) (329.8)
Income tax expense 7 (128.8) (92.7)
Share in net income of associates 37.6 34.0
CONSOLIDATED NET INCOME 515.9 647.3

of which, Group share 403.0 533.2

of which, minority interests 112.9 114.1
Consolidated net income (Group share) per share (in euro) 8 0.82 1.09




Consolidated Statements of comprehensive income

- Note December 31, 2009 December 31, 2008

In millions of euros
NET INCOME 515.9 647.3
Available-for-sale securities 13 (45.3) (341.0)
Net investment hedges 6.5 23.2
Cash-flow hedges 14 (10.8) (37.0)
Commodity cash-flow hedges 14 38.8 (54.6)
Actuarial gains and losses (0.9) (119.9)
Deferred taxes 7 25.3 114.9
Translation adjustments 27.2 (90.4)
Share of associates (0.3) (0.3)
Total |ncomeland.expenses recognized directly in 405 (505.1)
shareholders'equity
COMPREHENSIVE INCOME 556.4 142.2

Of which Group share 395.0 103.1

Of which minority interests 161.4 39.1



Statement of Changes in Consolidated Shareholders' Equity

Ad?:'g;;:[;a'd_ Consolidated
Number of Share capital Reserves and Actuarial Gains Changes in Fair Treasury TrF\nsIatlon shar‘eholders ‘Mlnomy TOTAL
shares and Losses Value and Other Shares adjustments equity Group interests
Net Income
share
(Group Share)

In millions of shares
Shareholders' equity at December 31, 2007 489,699,06 0 1,958.6 1,459.8 255 386.9 (186.9) 3,643.9 613.0 4,256.9
Consolidated net income 533.2 533.2 114.1 647.3
Income and expenses recognized directly in
shareholders: equity (115.7) (202.6) (111.8) (430.1) (75.0) (505.1)
Comprehensive income 533.2 (115.7) (202.6) (111.8) 103.1 39.1 142.2
Employee share issues and share-based 479 479 479
payment
Capital increase/ reduction 0.2 0.2 0.2
Net acquisition of treasury shares 2.7 (17.1) (19.8) (19.8)
Dividends paid (403.0) (403.0) (93.6) (496.6)
Movements related to Argentinean dispute 235.4 (@ 235.4 235.4
Other changes (75.3) (b) (75.3) 79.1 (© 3.8
Shareholders' equity at December 31, 2008 489,699,06 0 1,958.8 1,795.3 (90.1) 184.2 17.1) (298.7) 35324 637.6 4,170.0
Consolidated net income 403.0 403.0 1129 515.9
Income and expenses recognized directly in
shareholders: equity (1.9) (12.0) 59 (8.0) 485 405
Comprehensive income 403.0 (1.9) (12.0) 5.9 395.0 161.4 556.4
Employee share issues and share-based 51.9 51.9 51.9
payment
Capital increase/ reduction - - 11.4 11.4
Net acquisition of treasury shares 3.1 12.4 155 155
Dividends paid (317.6) (317.6) (113.8) (431.4)
Other changes 1.3) 1.3) 45.6 (d) 44.3
Shareholders' equity at December 31, 2009 489,699,06 0 1,958.8 1,934.4 (92.0) 1722 (4.7) (292.8) 3,675.9 742.2 4,418.1

Note 15, "Equity” details certain information provided above.

(a) See Note 2 on major transactions, in particular the paragraphs relating to the signing of the contract between SUEZ SA and SUEZ ENVIRONNEMENT COMPANY relating to the management of the Argentinean dispute.
(b) Primarily resulting from reclassifications of shares between SUEZ SA and SUEZ ENVIRONNEMENT subsidiaries. These transactions between entities under common control have been recorded at their book value. No goodwill has

been recognized (see Note 1, Paragraph 1.1)

(c) See Note 2 on major transactions. This movement mainly relates to the accounting treatment of the Public Offering for Agbar shares in January 2008.
(d) See Note 2 on major transactions. This movement mainly relates to the commissioning of the EVI incinerator at Sita Nederland BV.



CONSOLIDATED CASH FLOW STATEMENTS

December 31,

December 31,

In millions of euros 2009 2008
Consolidated net income 515.9 647.3
- Share in net income of associates (37.6) (34.0)
+ Dividends received from associates 31.4 21.7
- Net depreciation, amortization and provisions 927.1 724.8
- Net capital gains on disposals (84.2) (46.9)
- Other items with no cash impact 55.9 53.5
- Income tax expense 128.8 92.7
- Net financial loss 260.0 329.8
Cash from operations before financial income/(expen se) and income tax 1,797.3 1,788.9
+ Tax paid (114.9) (204.8)
Change in working capital requirements (76.7) (51.9)'
Cash from /(used in) operating activities 1,605.7 1,532.2
Investments in property, plant and equipment and intangible assets (1,083.3) (1,143.9)
Acquisitions of entities net of cash and cash equivalents acquired (206.0) (1,419.4)
Acquisitions of available-for-sale securities (124.4) (36.1)
Disposals of tangible and intangible fixed assets 16.9 39.7
Disposals of entities net of cash and cash equivalents sold 8.2 (18.2)
Disposals of available-for-sale securities 326.7 144.8
Interest received on non-current financial assets 3.8 4.3
Dividends received on non-current financial assets 39.8 33.0
Change in loans and receivables issued by the Company and others (6.0) (22.7)
Cash from/(used in) investing activities (1,024.3) (2,418.5)
Dividends paid (431.4) (496.6)
Repayment of financial debt (a) (1,911.8) (494.3)
Change in financial assets at fair value through income (b) (1,084.4) 129.3
Financial interest paid (217.9) (352.6)
Financial interest received on cash and cash equivalents 21.9 41.1
Increase in financial debt (c) 4,052.9 2,326.4
Increase in share capital 12.9 1.2
Disposals of treasury shares 15.5

Cash from/(used in) financing activities 457.7 1,154.5
Impact of changes in exchange rates and other 4.1 (65.9)
TOTAL CASH FLOWS FOR THE PERIOD 1,043.2 202.3
OPENING CASH AND CASH EQUIVALENTS 1,668.5 1,466.2
CLOSING CASH AND CASH EQUIVALENTS 2,711.7 1,668.5

(a) 2009 includes repayment of the GDF SUEZ Finance current accounts of 982 million euros

(b) Including UCITS subscription totaling 1,078 million euros
(c) Including 3-billion euros bond issuance
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NOTE 1 — BASIS OF PRESENTATION — ACCOUNTING PRINCIPLES AND METHODS

1.1 BASIS OF PRESENTATION

SUEZ ENVIRONNEMENT COMPANY S.A., the parent compaofythe Group, which includes all
Water and Waste activities (the Group), is a Freoatporation $ociété anonynjesubject to the
provisions of Book Il of the French Commercial Cpde well as to all other legal provisions applying
to French commercial corporations. It was estabtisin November 2000. Its corporate headquarters
are located in Paris at (75008), 1 rue d'Astorgrance.

SUEZ ENVIRONNEMENT COMPANY S.A. shares are listed the Paris and Brussels stock
exchanges.

In the context of the merger operations with GaZzdence, the SUEZ Group consolidated all of its
subsidiaries and interests in the Environment seoto SUEZ ENVIRONNEMENT COMPANY.
SUEZ ENVIRONNEMENT COMPANY has been listed on ther&ext Paris markeCompartiment
A) since July 22, 2008.

The creation of the Group results from reclasdiices carried out between different holding
companies of SUEZ Group. These reclassification® mwt made any change to SUEZ SA's control
of the entities that comprise this Group. Thesk-lips between entities under common control do not
fall within the scope of IFRS 3 - Business Combmad - and were recognized under the "pooling of
interests” method at their book value in the cadstéd financial statements. As IFRS does not
provide any specific guidance for business cominatinvolving entities under common control, the
accounting treatment adopted was reviewed by Groapagement in light of IAS 8 - Accounting
Policies, Changes in Accounting Estimates and Er@nd in particular paragraph 10 of the standard
- Selection and Application of Accounting Policies.

On this basis, the Group’s consolidated financiatesnents at December 31, 2009, with their
comparison for 2008, were presented accordinggdgholing of interests” method.

1.2 ACCOUNTING STANDARDS

Pursuant to European Regulation (EC) 809/2004 arsgectus dated April 29, 2004, financial
information concerning the assets, liabilities,aficial position, and profit and loss of SUEZ
ENVIRONNEMENT COMPANY has been provided for the tlasvo reporting periods ended
December 31, 2008 and 2009, and were prepareccordance with European Regulation 1606/2002
of July 19, 2002 relating to the application ofeimtational accounting standards (IFRS). The Group’s
Consolidated Financial Statements for the yearémeember 31, 2009 were prepared in accordance
with IFRS as issued by the IASB and endorsed b§titepean Unich

The accounting standards applied in preparing itten€ial statements as of December 31, 2009 are
consistent with those applied in preparing therfoial statements of December 31, 2008, with the
exception of the items mentioned in Section 1.2lbw.

! Basis of presentation available on the websitdefEuropean Commission,
http://ec.europa.eu/internal_market/accounting/




1.2.1 Mandatory IFRS standards, amendments and IFRD interpretations applicable to the
2009 annual financial statements

* Amendments to IFRIC 9 and IAS 3Reassessment of embedded derivatives

*  Amendments to IFRS 1 and IAS 2Test of an investment in a subsidiary, jointly cold
entity, or associate

* Amendment to IFRS 2 Mesting conditions and cancellations

* Amendments to IAS 32 and IAS 1 PRuttable Instruments and Obligations arising on
liquidation

* |FRIC 13 —Customer loyalty programmes

* |IFRIC 15 —Agreements for the construction of real estate*

* |FRIC 16 —Hedges of a net investment in a foreign operation*

* IFRIC 18 —Transfer of assets from customérs

« 2008 Improvements to IFRSAnnual improvement to IFRS

*Endorsed by the European Union in 2009 but withaandatory date of application deferred to fiscal
year 2010.

These standards, amendments and interpretatioesimavesulted in any significant impact on the
Group’s financial statements.

* Amendment to IFRS 7 kmprovement in disclosures about financial instratse

This amendment requires additional disclosures rdegg fair value measurement and
liquidity risk. Fair-value measurements of itemsareled at fair value must be disclosed by
class of financial instrument, according to a neir-falue hierarchy using a three-level
hierarchy, depending upon whether the instrumeguited on an active market, or whether
its measurement uses techniques based on obsematket data or based on non-observable
data. This amendment also clarifies informatiorbéoprovided on liquidity risk relating to
derivatives and assets used for liquidity risk nggmaent. Information on fair-value
measurement is presented by class of financialumsnts in Note 14, as well as relative to
liquidity risk in Note 14.1

* 1AS 1 —Presentation of financial statemerftsvised in 2007)
This revised regulation specifically introduces #tatement of comprehensive income which
presents all items of recognized income and expémse period, either in one single
statement or in two separate statements : the iacstatement, displaying components of
profit or loss and the statement of comprehengaie®rme, displaying components of other
comprehensive income. The Group has elected tempréso statements.

The Group decided to early apply IFRS 8 in 2008 #RIC 12 in 2006. Similarly, the IAS 23
revised, applicable in 2009, has no impact on theu@s financial statements, as the Group has
always applied the allowed alternative treatmentenghy borrowing costs attributable to the
construction of a qualifying asset are capitalirethe cost of that asset.

1.2.2 IFRS standards and IFRIC interpretations thatare mandatory after 2009 and that have
not been adopted early by the SUEZ ENVIRONNEMENT COMPANY Group

* |FRS 9 —Financial instruments
* |FRS 3 revised Business combinations
 Amendment to IAS 32 €lassification of rights issues

! Except the amendment to IFRS 5, applicable tolfisgarsbeginning on or after July 1, 2009



 Amendment to IAS 39 Eligible hedged items

* |AS 24 revised Related party disclosures

* |AS 27 revised -€onsolidated and separate financial statements

* IFRIC 17 —Distribution of non-cash assets to owners

» |FRIC 19 —Extinguishing financial liabilities with equity itrements

* Amendment to IFRIC 14 Prepayments of a minimum funding requirement

* Improvements to IFRS 2009Annual improvement to IFRS

 Amendment to IFRS 2 Group cash settled share-based payment transactions

The impact resulting from the application of thesndards and interpretations is currently being
assessed.

1.3 MEASUREMENT BASIS FOR PREPARATION OF THE CONSOL IDATED FINANCIAL
STATEMENTS

The Consolidated Financial Statements have beepapé using the historical cost convention,
except for financial instruments that are accoumdecccording to the financial instrument categsri
defined by IAS 39.



1.4 USE OF JUDGMENT AND ESTIMATES

The crisis raging across financial markets overddlsetwo years has prompted the Group to stepsup i
risk monitoring procedures and include an assessofemsk. The Group's estimates, business plans
and discount rates used for impairment tests anddiculating provisions take into account theisris
conditions and the resulting extreme market valgtil

1.4.1 Estimates

The preparation of the Consolidated Financial 8tetds requires the use of estimates and
assumptions to determine the value of assets abdities, the disclosure of contingent assets and
liabilities at the statement of financial positidate, and the revenues and expenses reported duging
period.

Due to uncertainties inherent in the estimationcess, the Group regularly revises its estimates in
light of currently available information. Final @eimes could differ from those estimates.

The main estimates used by the Group in prepatiegQonsolidated Financial Statements relate
chiefly to:

« the measurement of the recoverable amount of pgpetant and equipment and
intangible assets (see Section 1.5.7),

« the measurement of provisions, particularly foralegnd arbitration proceedings and for
pensions and other employee benefits (see Sectatbll),

< capital renewal and replacement liabilities,

« financial instruments (see Section 1.5.10),

* unmetered revenues,

« the measurement of capitalized tax-loss carry-fodwa

1.4.1.1 Recoverable amount of property, plant andgelipment and intangible assets

The recoverable amount of goodwill, intangible &ssad property, plant and equipment is based on
estimates and assumptions regarding in partichkuekpected market outlook and future cash flows
associated with the assets. Any changes in thesengsions may have a material impact on the
measurement of the recoverable amount and couldt ries adjustments to the impairment losses

already booked.

1.4.1.2 Estimates of provisions

Parameters with a significant influence on the amad provisions include the timing of expenditure

and the discount rate applied to cash flows, ad a®lthe actual level of expenditure. These
parameters are based on information and estim&esetl to be appropriate by the Group at the
current time.

To the Group's best knowledge, there is no infalnaguggesting that the parameters used taken as a
whole are not appropriate. Furthermore, the Greupt aware of any developments that are likely to
have a material impact on the provisions booked.



1.4.1.3 Capital renewal and replacement liabilities

This item includes concession operators' liabditfer renewing and replacing equipment and for
restoring sites. The liabilities are determined dstimating the cost of renewing or replacing
equipment and restoring the sites under conceg¢asdefined by IFRIC 12), discounted each year at
rates linked to inflation. The related expense ascudated on a contract-by-contract basis with
probable capital renewal and site restoration calkisated over the life of each contract.

1.4.1.4 Pensions and other employee benefit obligats

Pension obligations are measured on the basistoérgal calculations. The Group considers that the
assumptions used to measure its obligations aroppate and documented. However, any changes
in these assumptions may have a material impattteresulting calculations.

1.4.1.5 Financial instruments

To determine the fair value of financial instruneetttat are not listed on an active market, the @rou
uses valuation techniques that are based on cexssmmptions. Any change in these assumptions
could have a material impact on the resulting dat@ns.

1.4.1.6 Revenues

Revenues generated from customers whose consunigptinatered during the accounting period are
estimated at the statement of financial positiote d&sed on historic data, consumption statistics a
estimated selling prices. The Group has developedsoring and modeling tools that allow it to
estimate revenues with a satisfactory degree afracg and subsequently ensure that risks of error
associated with estimating quantities sold andekalting revenues can be considered as not nlateria

1.4.1.7 Measurement of capitalized tax loss carnpefwards

Deferred tax assets are recognized on tax losg-ttamwards when it is probable that future taxable
profit will be available to the Group against whithe tax loss carry-forwards can be utilized.
Estimates of taxable profit and utilizations of tass carry-forwards were prepared on the basis of
profit and loss forecasts as included in the meetiemm business plan.

1.4.2 Judgment

As well as relying on estimates, Group managemksat makes judgments to define the appropriate
accounting treatment to apply to certain activities transactions, when the effective IFRS starsdard
and interpretations do not specifically deal wittated accounting issue.

This particularly applies in relation to the reciigm of concession arrangements, the classifioatio
agreements that contain a lease, and the recaguitiacquisitions of minority interests.

In accordance with IAS 1, the Group's current and-current assets and current and non-current
liabilities are shown separately on the statemdnfirancial position. For most of the Group's
activities, the breakdown into current and non-entitems is based on when assets are expected to b
realized, or liabilities extinguished. Assets expddo be realized or liabilities extinguished with2
months of the statement of financial position date classified as current, while all other items ar
classified as non-current.



1.5 SIGNIFICANT ACCOUNTING POLICIES

1.5.1 Scope and methods of consolidation

The consolidation methods used by the Group inclhddull consolidation method, the proportionate
consolidation method and the equity method:

» Subsidiaries over which the Group exercises exatusontrol are fully consolidated,;

» Companies over which the Group exercises jointrobare consolidated by the proportionate
method, based on the Group's percentage interest;

* The equity method is used for all associate congzamver which the Group exercises
significant influence. In accordance with this naeththe Group recognizes its proportionate
share of the investee's net income or loss on ara&pline of the consolidated income
statement under "Share in net income of associates.

The Group analyses what type of control exists otase-by-case basis, taking into account the
situations illustrated in IAS 27, 28 and 31.

The special purpose entities set up in connectiith the Group's securitization programs that are
controlled by the Group are consolidated in acawcdawith the provisions of IAS 27 concerning

consolidated financial statements and the relatafgretation SIC 12 concerning the consolidatibn o
special purpose entities.

All intra-group balances and transactions are elatad in the Consolidated Financial Statements.

A list of the main fully and proportionately constated companies, together with investments
accounted for by the equity method, is presentédioite 28 - List of the main consolidated companies
at December 31, 2009 and 2008.

1.5.2 Foreign currency translation methods

1.5.2.1 Presentation currency of the consolidateéhfancial statements
The Group's Consolidated Financial Statementsrasepted in euros (€).

1.5.2.2 Functional currency

Functional currency is the currency of the primecgnomic environment in which an entity operates.
In most cases, the functional currency corresptmtise local currency. However, certain entitieyma
have a different functional currency from the locatrency when that other currency is used for an
entity's main transactions and better reflectedtsnomic environment.

1.5.2.3 Foreign currency transactions
Foreign currency transactions are recorded in dinetfonal currency at the exchange rate prevailing
on the date of the transaction. At each statenfdintancial position date:

* Monetary assets and liabilities denominated ini¢precurrencies are translated at year-end
exchange rates. The related translation gains@ss#$ are recorded in the income statement
for the year to which they relate;

* Non-monetary assets and liabilities denominatetbigign currencies are recognized at the
historical cost applicable at the date of the taatien.



1.5.2.4 Translation of the financial statements otonsolidated companies with a functional
currency other than the euro:

The statement of financial position is translatatb ieuros at year-end exchange rates. Income
statement and cash flow statement items are ttadslessing the average exchange rate for the year.
Any differences arising from the translation of fir@ncial statements of consolidated companies are
recorded under "Cumulative translation adjustmastOther Comprehensive Income.

Goodwill and fair value adjustments arising frone #cquisition of foreign entities are classified as
assets and liabilities of those foreign entitieberEfore, they are denominated in the functional
currencies of the entities and translated at tlae-gad exchange rate.

Translation adjustments previously recorded as IGEloenprehensive Income are taken to the income
statement on the disposal of a foreign entity.

1.5.3 Business combinations

For business combinations carried out since Jarnla?p04, the Group applies the purchase method
as defined in IFRS 3, which consists in recognizimg identifiable assets, liabilities and contingen
liabilities at their fair values at the acquisitidate.

The cost of a business combination is the aggregjates fair value, at the date of exchange, oétsss
given, liabilities incurred or assumed, and/or gginstruments issued by the acquirer, in exchange
for control of the acquiree; plus any costs diseetttributable to the business combination. When a
business combination agreement provides for arsadgnt to the cost of the combination contingent
on future events, the Group includes the amounhaif adjustment in the cost of the combination at
the acquisition date if the adjustment is probalpld can be measured reliably.

The Group may, within 12 months of the acquisititate, recognize any adjustments to provisional
values as a result of completing the initial acd¢mgnof a business combination.

1.5.4 Intangible assets

Intangible assets are recognized at cost less aoynmalated amortization and any accumulated
impairment losses.

1.5.4.1 Goodwill

A. Recoghnition of goodwill

Goodwill represents the excess of the cost of anbss combination (acquisition price of shares plus
any costs directly attributable to the businesshioation) and the Group's interest in the fair eatd

the identifiable assets, liabilities and contingiatilities recognized at the acquisition datec@pt if

the business combination is achieved in stages).

For a business combination achieved in stages where the Group acquires a subsidiary through
successive share purchases - the amount of goodwiletermined separately for each exchange
transaction based on the fair values of the acggiriglentifiable assets, liabilities and contingent
liabilities at the date of each exchange transacémy difference arising from the application bése

fair values to the Group's existing interest andniaority interests is a revaluation and is therefo
recognized as shareholders' equity.

In the absence of specific IFRS guidance addresswgisitions of minority interests, the Group
continues not to recognize any additional fair eaadjustments to identifiable assets and liakilitie
when it acquires additional shares in a subsidiaay is already fully consolidated. In such a c#se,



additional goodwill corresponds to the excess @& #tquisition price of the additional shares
purchased over the Group's additional interedtémiet assets of the company concerned.

If the Group's interest in the net fair value oé tidentifiable assets acquired, and liabilities and
contingent liabilities assumed exceeds the coshefbusiness combination, the excess is recognized
immediately in the income statement.

Goodwill relating to associate companies is recdngeder "Investments in associates."

B. Measurement of goodwiill

Goodwill is not amortized but is tested for impa@mh each year or more frequently when an
indication of impairment is identified. Impairmetatsts are carried out at the level of cash-gemgyati
units (CGUSs), which constitute groups of asseteg®ing cash inflows that are largely independent
of the cash inflows from other cash-generatingaunit

The methods used to carry out these impairmerd tast described in Section 1.5.7 "Impairment of
property, plant and equipment and intangible assets

Impairment losses in relation to goodwill cannotréeersed and are shown under "Impairment” in the
income statement.

Impairment losses on goodwill relating to associedenpanies are reported under "Share in net
income of associates."

1.5.4.2 Other intangible assets
A. Development costs

Research costs are expensed as incurred.

Development costs are capitalized when the assegmniion criteria set out in IAS 38 are met.
Capitalized development costs are amortized oweusieful life of the intangible asset recognized. |
view of the Group's activities, capitalized devetgmt costs are not material.

B. Other internally - generated or acquired intangble assets
Other intangible assets include mainly:

e amounts paid or payable as consideration for rigblsting to concession arrangements or
public service contracts,

» customer portfolios acquired on business combinatio

» surface and underground water drawing rights, wiaieh not amortized as they are granted
indefinitely,

e concession assets.

Intangible assets are amortized on the basis oéxpected pattern of consumption of the expected
future economic benefits embodied in the asset.

If this cannot be reliably calculated, the straitye method is used, as a function of the usedais|
presented in the table below (in years).



Length
Minimum Maximum
Concessions rights 10 50
Customer portfolio 10 25
Other intangible assets 1 40

Some intangible assets with an indefinite usefaldre not amortized.

1.5.5 Property, plant and equipment

1.5.5.1 Property, plant and equipment - initial reognition and subsequent measurement

Items of property, plant and equipment are recaghi their historical cost of acquisition, prodoict
or entry to the Group, less any accumulated degtieni and any accumulated impairment losses.

The carrying amount of these items is not revalethe Group has elected not to apply the allowed
alternative method, which consists of regularlyataing one or more categories of property, plaat an
equipment.

Investment subsidies are deducted from the grdse wd the assets concerned under the heading they
were received.

In accordance with IAS 16, the initial cost of titem of property, plant and equipment includes an
initial estimate of the costs of dismantling anthoing the item and restoring the site on whicls it
located, when the entity has a present legal ostoactive obligation to dismantle the item or resto
the site. In counterpart, a provision is recordedlie same amount.

Property, plant and equipment acquired under fiadrases are carried in the consolidated balance
sheet at the lower of market value and the pregdot of the related minimum lease payments. The
corresponding liability is recognized under finahalebt. These assets are also depreciated uging th
methods and useful lives set out below.

The Group applies the revised IAS 23, which caigital borrowing costs that are directly attributable
to the acquisition, construction or production aflelifying asset as part of the cost of that asset
1.5.5.2 Depreciation

In accordance with the components approach, theigsuses different depreciation terms for each
significant component of a sole tangible asset whea of these significant components has a
different useful life from that of the main tangidsset to which it relates.

Depreciation is calculated on a straight-line bager normal useful lives.
The range of useful lives is due to the diversitghe assets and contractual terms in each category
The shortest periods relate to smaller equipmedtfamiture, while the longest useful lives concern

network infrastructure.

Standard useful lives are as follows:



Main depreciation
periods ( years)

Constructions* 3to 100
Plant and equipment 210 100
Transport equipment 3t014

* Including fittings

With respect to the assets accounted for as cqartgrfor the site restoration provisions, they are
amortized according to the method set forth iniSec6.4.

1.5.6 Concessions Arrangements :

SIC 29, Disclosure - Concession Arrangements - pudsished in May 2001 and prescribes the
information that should be disclosed in the Notethe financial statements.

On November 30, 2006, the IFRIC published IFRIC-1Rervice Concession Arrangements, which
deals with the accounting treatment to be appligdhe concession operator in respect of certain
concession arrangements.

These interpretations set out the common featdresneession arrangements:

e concession arrangements involve the provision pliblic service and the management of
associated infrastructure, together with spectigital renewal and replacement obligations,

» the grantor is contractually obliged to providestheervices to the public (this criterion must
be met for the arrangement to qualify as a conoca}si

» the operator is responsible for at least some @ihtanagement of the infrastructure and does
not merely act as an agent on behalf of the grantor

» the contract sets the initial prices to be levigdtiie operator and regulates price revisions
over the concession period.

For a concession arrangement to fall within thepeoaf IFRIC 12, usage of the infrastructure must be
controlled by the concession grantor. The requirgngemet when the following two conditions are
satisfied:

» the grantor controls or regulates what services diperator must provide with the
infrastructure and determines to whom it must gtexthem, and at what price,

» and the grantor controls the infrastructure, ietains the right to take back the infrastructure
at the end of the concession.

Under IFRIC 12, the operator's rights over infrastire operated under concession arrangements
should be accounted for based on the party priynegponsible for payment. Thus:

* the "intangible asset model" is applied when therator is entitled to bill the users of the
public service and when the users have primaryorespility to pay for the concession
services; and

» the "financial asset model" is applied when therajpe has an unconditional right to receive
cash or another financial asset, either directhymfrthe grantor or indirectly by means of
warranties given by the grantor for amounts red#esdrom the users of the public service
(e.g. via a contractually guaranteed internal cdteeturn), i.e., the grantor has the primary
responsibility to pay the operator.



"Primary responsibility" signifies that while théeintity of the payer of the services is not an rtsse
criterion, the person ultimately responsible foympant should be identified.

In cases where the local authority pays the Graupierely acts as an intermediary fee collector and
does not guarantee the amounts receivable ("passgth arrangement”), the intangible asset model
should be used to account for the concession sheeisers are, in substance, primarily responsible
for payment.

However, where the users pay the Group, but thel Eathority guarantees the amounts that will be
paid for the duration of the contract (e.g., viguaranteed internal rate of return), the finanagdet
model should be used to account for the concesdsioastructure, since the local authority is, in
substance, primarily responsible for payment. kcpce, the financial asset model is used to adcoun
for BOT (Build, Operate and Transfer) contractseesd into with local authorities for public sendce
such as wastewater treatment and household wastetiation).

Pursuant to these principles:

infrastructure to which the operator is given ascbg the grantor of the concession at no
consideration is not recognized in the statemefinahcial position,

start-up capital expenditure is recognized as fidto

- under the intangible asset model, the fair valueonfstruction and other work on the
infrastructure represents the cost of the intaegddset and should be recognized
when the infrastructure is built provided that thisrk is expected to generate future
economic benefits (e.g., the case of work carrigdamextend the network). Where no
such economic benefits are expected, the presérd @h commitments in respect of
construction and other work on the infrastructgrescognized from the outset, with a
corresponding adjustment to concession liabilities,

— under the financial asset model, the amount rebliaom the grantor is recognized
at the time the infrastructure is built, at the fealue of the construction and other
work carried out,

- when the grantor has a payment obligation for galst of the investment, the cost is
recognized in financial assets for the amount guaeal by the grantor, with the
balance included in intangible assets ("mixed nigdel

Renewal costs consist of obligations under conoasairangements with potentially different terms
and conditions (obligation to restore the sitegreal plan, tracking account, etc.).

Renewal costs are recognized as either (i) intdagib financial assets depending on the applicable
model, when the costs are expected to generateefeitonomic benefits (i.e. they bring about an
improvement); or (i) expenses, where no such bienefre expected to be generated (i.e. the
infrastructure is restored to its original condifio

Costs incurred to restore the asset to its originablition are recognized as a renewal asset lalitya
when there is a timing difference between the e@mbtral obligation calculated on a time proportion
basis, and its realization.

The costs are calculated on a case-by-case basesl an the obligations associated with each
arrangement.

1.5.7 Impairment of property, plant and equipment and intangible assets

In accordance with IAS 36, impairment tests arei@adrout on intangible assets and on property,tplan
and equipment whenever there is an indicationtti@mtissets may be impaired. Such indications may



be based on events or changes in the market emémty or on internal sources of information.
Intangible assets that are not amortized are téstechpairment annually.

Impairment indicators

This impairment test is only carried out for prageplant and equipment and intangible assets with
finite useful lives when there are indications ofateration in their value. In general, this asiss a
result of significant changes in the operationaVirmmment of the assets or from a poorer than
expected economic performance.

The main indications of impairment used by the @rate:
» external sources of information

o0 Significant changes in the economic, technologigalitical or market environment in
which the entity operates or to which the assdedicated,

o Fallin demand,
Internal sources of information

o Evidence of obsolescence or physical damage notgdted for in the
depreciation/amortization schedule

0 Worse-than-expected performance

Impairment

Items of property, plant and equipment and intdegédssets are tested for impairment at the level of
the individual asset or cash-generating unit asapjate, determined in accordance with IAS 36. If
the recoverable amount of an asset is lower tisatgitrying amount, the carrying amount is reduoed t
the recoverable amount by recording an impairmesg.|Upon recognition of an impairment loss, the
depreciable amount - and possibly the useful lIdéthe assets concerned is revised.

Impairment losses recorded in relation to propegstgnt and equipment or intangible assets may be
subsequently reversed if the recoverable amoutiteobssets is once again higher than their carrying
value. The increased carrying amount of an itenprofperty, plant or equipment attributable to a
reversal of an impairment loss may not exceed #ngying amount that would have been determined
(net of depreciation/amortization) had no impairtiess been recognized in prior periods.

Measurement of recoverable amount

In order to review the recoverable amount of progpgrlant and equipment and intangible assets, the
assets are, where appropriate, grouped into castrang units (CGUs), and the carrying amount of
each unit is compared with its recoverable amount.

For operating entities which the Group intends atdlon a long-term and going concern basis, the
recoverable amount of a CGU corresponds to theehighits fair value less costs to sell and itsseal

in use.Value in use is primarily determined based on ttesgnt value of future operating cash flows

and a terminal value. Standard valuation techniguesused based on the following main economic
data:

= discount rates based on the specific characteyistithe operating entities concerned,



= terminal values in line with the available markettal specific to the operating segments
concerned and growth rates associated with thesini@ values, not to exceed inflation.

Discount rates are determined on a post-tax basisapplied to post-tax cash flows. The recoverable
amounts calculated on the basis of these discaias rare the same as the amounts obtained by
applying the pre-tax discount rates to cash flostsreated on a pre-tax basis, as required by IAS 36.

For operating entities which the Group has decimesell, the related carrying amount of the assets
concerned is written down to estimated market vaddsse costs of disposal. When negotiations are
ongoing, this is determined based on the best a&tiof their outcome as of the statement of firgnci
position date.

In the event of a decline in value, the impairmess is recorded in the consolidated income stateme
under "Impairment”.

1.5.8 Leases
The Group holds assets for its various activitiedew lease contracts.

These leases are analyzed based on the situatidrisdicators set out in IAS 17 in order to detereni
whether they constitute operating leases or findemses.

A finance lease is defined as a lease which tresstgbstantially all the risks and rewards incieeta
the ownership of the related asset to the lesdeteases which do not comply with the definitiohao
finance lease are classified as operating leases.

The following main factors are considered by theuprto assess whether or not a lease transfers
substantially all the risks and rewards incidentalownership: whether (i) the lessor transfers
ownership of the asset to the lessee by the ertieofease term; (ii) the lessee has an option to
purchase the asset and if so, the conditions aigdido exercising that option; (iii) the leasends

for the major part of the estimated economic liféhe asset; (iv) the asset is of a highly spexéali
nature ; and (v) the present value of the minimaasé payments amounts to at least substantially all
of the fair value of the asset concerned.

1.5.8.1 Accounting for finance leases

On initial recognition, assets held under finaressks are recorded as property, plant and equipment
and the related liability is recognized under baings. At inception of the lease, finance leases ar
recorded at amounts equal to the fair value ofl¢hsed asset or, if lower, the present value of the
minimum lease payments.

1.5.8.2 Accounting for operating leases

Payments made under operating leases are recogmizad expense in the income statement on a
straight-line basis over the lease term.

1.5.8.3 Accounting for arrangements that contain &ease

IFRIC 4 deals with the identification of servicasdatake-or-pay sales or purchase contracts that do
not take the legal form of a lease but convey sgbtcustomers/suppliers to use an asset or a gifoup
assets in return for a payment or a series of fpagnents. Contracts meeting these criteria shoeild
identified as either operating leases or finanesds. In the latter case, a finance receivableldHeu
recognized to reflect the financing deemed to laatgd by the Group where it is considered as acting
as lessor and its customers as lessees.

This interpretation applies to some contracts vintiustrial or public customers relating to assets
financed by the Group.



1.5.9 Inventories

Inventories are measured at the lower of cost aed realizable value. Net realizable value
corresponds to the estimated selling price in td@ary course of business, less the estimated obst
completion and the estimated costs necessary te thaksale.

The cost of inventories is determined based orfithein, first-out method or the weighted average
cost formula.

1.5.10 Financial instruments

Financial instruments are recognized and measuaraddordance with IAS 32 and IAS 39.

1.5.10.1 Financial assets

Financial assets comprise available-for-sale seesriloans and receivables carried at amortizatl co
including trade and other receivables, and findrassets measured at fair value through income
including derivative financial instruments.

A. Available-for-sale securities

Available-for-sale securities include the Groupiwveistments in non-consolidated companies and
equity or debt instruments that do not satisfy ¢higeria for classification in another categorygse
below).

These items are measured at fair value on inigabgnition, which generally corresponds to the
acquisition cost plus transaction costs. Subsetyjemtailable-for-sale securities are measured by
using a weighted average cost formula.

At each statement of financial position date, aldd-for-sale securities are measured at fair value
For listed companies, fair value is determined tase the quoted market price at the statement of
financial position date. For unlisted companieg, value is measured based on standard valuation
techniques (reference to similar recent transastidiscounted future cash flows, etc.).

Changes in fair value are recognized directly imedtComprehensive Income, except when the
decline in the value of the investment below itstdrical acquisition cost is judged significant or
prolonged enough to require an impairment if neettethis case, loss is recognized in income under
"Impairment.” Only impairment losses recognizeddeit instruments (debt securities/bonds) may be
reversed through income.

B. Loans and receivables carried at amortized cost

This item primarily includes loans and advancesgeociates or non-consolidated companies, and
guarantee deposits.

On initial recognition, these loans and receivalblesrecorded at fair value plus transaction casts.
each statement of financial position date, they raeamsured at amortized cost using the effective
interest rate method.

On initial recognition, trade and other receivabl® recorded at fair value, which generally
corresponds to their nominal value. Impairmentdssare recorded based on the estimated risk of non-
recovery. This item includes amounts due from cusets under construction contracts (see Section
1.5.13).



C. Financial assets measured at fair value througimcome
These financial assets meet the qualification sigiation criteria set out in IAS 39.

This item mainly includes trading securities andrsiterm investments which do not meet the criteria
for classification as cash or cash equivalents §&=ion 1.5.11). The financial assets are measaitred
fair value at the statement of financial positicmtedand changes in fair value are recorded in the
income statement.

1.5.10.2 Financial liabilities

Financial liabilities include borrowings, trade aather payables, derivative financial instruments,
capital renewal and replacement liabilities anapfmancial liabilities.

Financial liabilities are broken down into curresmdid non-current liabilities in the statement of
financial position. Current financial liabilitiegiparily comprise:

» financial liabilities with a settlement or maturitiate within 12 months of the statement of
financial position date,

» financial liabilities for which the Group does nbave an unconditional right to defer
settlement for at least 12 months after the stateéwiefinancial position date,

» financial liabilities held primarily for trading pposes,

» derivative financial instruments qualifying as faialue hedges where the underlying is
classified as a current item,

» all derivative financial instruments not qualifyiag hedges.

A. Measurement of borrowings and other financial labilities

Borrowings and other financial liabilities are mes@sl at amortized cost using the effective interest
rate method.

On initial recognition, any issue premiums/discaeymedemption premiums/discounts and issuing
costs are added to/deducted from the nominal vafuae borrowings concerned. These items are
taken into account when calculating the effectingeriest rate and are therefore recorded in the
consolidated income statement over the life oftireowings using the amortized cost method.

As regards structured debt instruments that dohaete an equity component, the Group may be
required to separate an "embedded" derivativeunstnt from its host contract. The conditions under
which these instruments must be separated areledetaelow. When an embedded derivative is
separated from its host contract, the initial dagyamount of the structured instrument is broken
down into an embedded derivative component, cooredipg to the fair value of the embedded
derivative, and a financial liability componentyi@sponding to the difference between the amount of
the issue and the fair value of the embedded deré/aThe separation of components upon initial
recognition does not give rise to any gains ordesSubsequently, the debt is recorded at amortized
cost using the effective interest method, whiledbavative is measured at fair value, with chariges
fair value taken to income.

B. Put options on minority stakes

Other financial liabilities primarily include puptions granted by the Group to minority interests.
no specific guidance is provided by IFRS, the Grbap adopted the following accounting treatment
for these commitments:



» when the put option is initially granted, the prasealue of the exercise price is recognized as
a financial liability, with a corresponding redumti in minority interests. When the value of
the put option is greater than the carrying amairthe minority interests, the difference is
recognized as goodwill,

* at each statement of financial position date, theunt of the financial liability is revised and
any changes in the amount are recorded with asymrreling adjustment to goodwiill,

» payments of dividends to minority interests resulin increase in goodwill,

* in the income statement, minority interests arecalled their share in income. In the statement
of financial position, the share in income allodate minority interests reduces the carrying
amount of goodwill. No finance costs are recognirecespect of changes in the fair value of
liabilities recognized against goodwill.

With fixed-price put options, the liability equatse present value of the exercise price. With Vaise

or variable-price put options, the liability is calated based on the estimated fair value at the
statement of financial position date or in accoogawith the contractual conditions applicable te th
exercise price based on the latest available irdton.

The difference between liabilities and the carryamgount of minority interests is allocated in fidl
goodwill, with no adjustment to fair value, in acdance with the method used by the Group to
account for acquisitions of minority interests.

1.5.10.3 Derivatives and hedge accounting

The Group uses financial instruments to managerediace its exposure to market risks arising from
fluctuations in interest rates, foreign currencgheange rates and commodity prices. Use of deriativ
instruments is governed by a Group policy for mamgagnterest rate, currency and commodity risks.
Definition and scope of derivative financial instrunents

Derivative financial instruments are contracts véhealue changes in response to the change in one or
more observable variables that do not require aatgrial initial net investment and that are settded
a future date.

Derivative instruments therefore include swapsiomgtand futures, as well as forward commitments
to purchase or sell listed and unlisted securities.

Hedging instruments: recognition and presentation
Derivative instruments qualifying as hedging instants are recognized in the statement of financial
position and measured at fair value. However, the@ounting treatment varies according to whether
they are classified as:

» afair value hedge of an asset or liability,

» acash flow hedge,

* ahedge of a net investment in a foreign operation.

Fair value hedges

A fair value hedge is defined as a hedge of th@sxe to changes in fair value of a recognizedtasse
or liability, such as a fixed-rate loan or borrogjror of assets, liabilities or an unrecognizedhfir
commitment denominated in a foreign currency.



The gain or loss from re-measuring the hedgingunstnt at fair value is recognized in income. The
gain or loss on the hedged item attributable tohedged risk adjusts the carrying amount of the
hedged item and is also recognized in income efvémeihedged item is in a category in respect of
which changes in fair value are recognized throeghity (Other Comprehensive Income). These two
adjustments are presented net in the income statemdéth the net effect corresponding to the
ineffective portion of the hedge.

Cash flow hedges

A cash flow hedge is a hedge of the exposure tiabidity in cash flows that could affect the Graup'
consolidated income. The hedged cash flows maytthibudable to a particular risk associated with a
recognized financial or non-financial asset orghlyi probable forecast transaction.

The portion of the gain or loss on the hedgingrimaent that is determined to be an effective héslge
recognized directly in equity (Other Comprehendna@me) net of tax, while the ineffective portian i
recognized in income. The gains or losses accuptllat equity are reclassified to the income
statement, under the same caption as the lossimrogathe hedged item - i.e., current operating
income for operating cash flows and financial inedenpense for other cash flows - in the same
periods in which the hedged cash flows affect ineom

If the hedging relationship is discontinued, intgatar because the hedge is no longer considered
effective, the cumulative gain or loss on the hedginstrument remains separately recognized in
equity until the forecast transaction occurs. Hosveif a forecast transaction is no longer probable

the cumulative gain or loss on the hedging instmimgerecognized in income.

Hedge of a net investment in a foreign operation

In the same way as for a cash flow hedge, thegyodif the gain or loss on the hedging instrumeat th

is determined to be an effective hedge of the aayreisk is recognized directly in equity, net ak{
while the ineffective portion is recognized in ime®. The gains or losses accumulated in equity are
transferred to the consolidated income statemeernhwine investment is sold or liquidated.

Identification and documentation of hedging relatimships

The hedging instruments and hedged items are dasidjat the inception of the hedging relationship.
The hedging relationship is formally documenteceath case, specifying the hedging strategy, the
hedged risk and the method used to assess hedgéafhess.

Only derivative contracts entered into with extéc@unterparties are considered as being eligtne f
hedge accounting. Hedges are considered to betieffagshen changes in fair value or cash flows
between the hedging instrument and the hedgedateroffset within a range of 80%-125%.

Hedge effectiveness is demonstrated both prosghgtand retrospectively using various methods,
based mainly on a comparison between changes ifaithealue or cash flows between the hedging
instrument and the hedged item. Methods based oanatysis of statistical correlations between
historical price data are also used by the Group.

Derivative instruments not qualifying for hedge acounting: recognition and presentation

These items mainly concern derivative financiatrin®ents used in economic hedges that have not
been - or are no longer - documented as hedgiagaeships for accounting purposes.

When a derivative financial instrument does notlifjuar no longer qualifies for hedge accounting,
changes in fair value are recognized directly tome, under “Mark-to-market” or “Mark-to-market
on commodity contracts other than trading instrutsienin current operating income for derivative
instruments with non-financial assets, and in faianincome or expenses for currency, interest rate
and equity derivatives.



Measurement of fair value

The fair value of listed instruments on an activarket is determined based on the market price. In
this case, these instruments are presented at Ledfehe fair value measurement.

The fair value of non-listed financial instrumerfte which there is observable market data is
determined by using valuation techniques suchesdtuation models applied for options, or by using
the discounted cash flow method.

The models used to value these instruments ina@ademptions based on market data:

» the fair value of interest rate swaps is caleddiased on discounted future cash flows;

» the fair value of forward foreign exchange cocitisaand currency swaps is calculated based on
current prices for contracts with similar maturfyofiles by discounting the future cash flow
spread (the difference between the forward pricén@fcontract and the recalculated forward price
based on new market conditions applied to the nalnaimount) ;

» the fair value of currency or interest rate opsids determined using valuation techniques for
options;

» commodity derivatives are valued as a functiomafket quotes based on discounted future cash
flows (firm contracts: commodity swaps or commoditywards), and option valuation models
(optional contracts) for which it may be necesgargbserve market price volatility. For contracts
with maturity exceeding the depth of transactioos Which prices are observable, or that are
particularly complex, valuations may be based ¢erival assumptions;

» for complex contracts entered into with indeperidénancial institutions, the Group uses
valuations carried out by counterparties, on areptonal basis.

These instruments are presented in Level 2 of direvialue measurement hierarchy, unless their
valuation depends significantly on non-observallemeters. In this case, they are presented at Leve
3 of the fair value measurement hierarchy. Theggelg involve derivative financial instruments with
maturities exceeding the observable horizon for forevard prices of the underlying asset, or for
which certain parameters, such as underlying \ijatare not observable.

1.5.11 Cash and cash equivalents

These items include cash equivalents as well ag-sfran investments that are considered to be
readily convertible into a known amount of cash awitere the risk of a change in their value is
deemed to be negligible based on the criteriagehdAS 7.

Bank overdrafts are not included in the calculatidncash and cash equivalents and are recorded
under "Short-term borrowings."

1.5.12 Treasury shares

Treasury shares are recognized at cost and dedfrommdequity. Gains and losses on disposal of
treasury shares are directly recorded in equitydandot therefore impact income for the period.

1.5.13 Construction contracts

The engineering operations carried out by Degrénamat OIS fall within the scope of IAS 11 -
Construction Contracts.

In accordance with IAS 11, the Group applies thegatage of completion method as described in
Section 1.5.16 ("Revenues") to determine the contravenue and costs to be recorded in the
consolidated income statement for each period.



When it is probable that total contract costs witteed total contract revenue, the expected loss to
completion is recognized as an expense immediately.

Partial payments received under construction cotgtiaefore the corresponding work has been carried
out are recorded on the liabilities side of theesteent of financial position as advances receivenhf
customers. The costs incurred plus any recognizefit pess any recognized losses and progress
billings are then determined. If this amount isifpes, it is recognized as an asset under "Amowr d
from customers under construction contracts" witfirade and other receivables.” If the amount is
negative, it is recognized as a liability under "dumt due to customers under construction contracts"
within "Trade and other payables."

1.5.14 Share-based payment

Under IFRS 2, the Group is required to recognizeegpense (personnel costs) corresponding to
benefits granted to employees in the form of shassed payments, in consideration for services
provided. These services are valued at the fairevaf the instruments awarded.

This payment may take the form of instruments paghares or in cash.
Equity-settled instruments

1.5.14.1 Stock option plans

Options granted to Group employees are measuttbe grant date using a binomial pricing model for
options with no performance conditions, or a MoGtlo pricing model for those with performance
conditions. These models take into account theacharistics of the plan concerned (exercise price,
exercise period, performance conditions if any)rketdata at the time of grant (risk-free rate,rgha
price, volatility, expected dividends), and a babeal assumption in relation to beneficiaries. The
value determined is recorded in personnel coststbeevesting period and offset against equity.

1.5.14.2 Allotment of bonus shares

The fair value of bonus share plans is estimatesedan the share price on the allotment date,dakin
into account the absence of dividend payments tiwervesting period, the turnover rate for the
relevant staff in each plan and the likelihood tté Group's performance. The estimation of the fair
value of the plans also takes into account the treomsferability period associated with these
intruments. The cost is expensed over the vesenigg of the rights and offset against equity.

1.5.14.3 Employee share purchase plans

Employee share purchase plans enable employeashsaribe to company shares at a lower-than-
market price. The fair value of the instruments r@ed under employee share purchase plans is
estimated on the allotment date based on this ditcmwvarded to employees and non-transferability
period applicable to the share subscribed. Theis@stognized in full and offset against equity.

Cash-settled instruments



In specific cases where local legislation prohilgitsployee share purchase plans, share appreciation
rights (SAR) are granted instead. As these instnisnare settled in cash, their fair value is recogh

in expenses over the vesting period, with an dffggtentry recorded in employee-related liabilities
Changes in the fair value of the liability are take income for each fiscal year.

1.5.15 Provisions

1.5.15.1 Provisions for post-employment benefit ollations and other long-term benefits

Depending on the laws and practices in force indbentries where SUEZ ENVIRONNEMENT
COMPANY operates, Group companies have obligatimnserms of pensions, early retirement
payments, retirement bonuses and other benefisplnch obligations generally apply to all of the
employees within the companies concerned.

The Group's obligations in relation to pensions atider employee benefits are recognized and
measured in accordance with IAS 19. Accordingly:

» the cost of defined contribution plans is expenbaded on the amount of contributions
payable in the period,;

» the Group's obligations concerning pensions angrodmployee benefits payable under
defined benefit plans are assessed on an actums$. These calculations are based on
assumptions relating to mortality, staff turnovad astimated future salary increases, as well
as the economic conditions specific to each coumtigubsidiary of the Group. Discount rates
are determined by reference to the yield, at thasmement date, on high-quality corporate
bonds in the related geographical area (or on gowent bonds in countries where no
representative market for such corporate bondssgxis

Provisions are recorded when commitments undeetpkss less the unrecognized past service cost

exceed the fair value of plan assets. When theevafuplan assets (capped where appropriate) is

greater than the related commitments, the surgluedorded as an asset under "Other current assets"
or "Other non-current assets."

As regards post-employment benefit obligations, @reup has elected to use the option available
under IAS 19 to discontinue the corridor method] smrecognize actuarial gains and losses resulting
from changes in actuarial assumptions and experiadgustments directly to Other Comprehensive
Income (equity) items.

Where appropriate, adjustments resulting from dpglythe asset ceiling to net assets relating to
overfunded plans are treated in a similar way.

However, actuarial gains and losses on other leng-benefits such as long-service awards, continue
to be recognized immediately in income.

The interest cost in respect of pensions and athgsloyee benefit obligations, and the expected
return on related plan assets, are presentediaareifil expense.

1.5.15.2 Other provisions

The Group records a provision where it has a ptedgigation (legal or constructive), the settletnen
of which is expected to result in an outflow of ceses embodying economic benefits with no
corresponding consideration in return.

A provision for restructuring costs is recorded wihlee general criteria for setting up a provisioa a
met, i.e., when the Group has a detailed formai pd¢ating to the restructuring and has raisedlid va
expectation in those affected that it will carryt ¢lee restructuring by starting to implement thiznp
or announcing its main features to those affected. b



Provisions with a maturity of over 12 months arscdunted when the effect of discounting is
material. The Group's main long-term provisions @m@visions for site restoration costs (relating to
the waste services business). The discount rateies) used reflect current market measurements of
the time value of money and the risks specifichi® liability concerned. Expenses corresponding to
the reversal of discounting adjustments to longiterovisions are recorded under other financial
income and expenses.

A provision is recognized when the Group has aqmekgal or constructive obligation to restore a
site. The counterpart for this provision is incldd@ the carrying amount of the asset concerned.
Adjustments to the provision due to subsequentgdsim the expected outflow of resources, the site
restoration date or the discount rate are deduoted or added to the cost of the correspondingtasse
in a symmetrical manner. The impacts of unwindimg discount are recognized in expenses for the
fiscal year.

1.5.16 Revenues

Group revenues (as defined by IAS 18) are mainheggted from the following:
* Water services
* Waste services
* Engineering and construction contracts and otheices

Revenues on sales of goods are recognized on del{ve., when the significant risks and rewarfls o
ownership are transferred to the buyer), or asation of the progress of the contract, in the adse
provisions of services and construction contrastgen the price is set or calculable and receivables
are likely to be recoverable.

Revenues are measured at the fair value of thed=yasion received or receivable. Where deferred
payment has a material impact on the measuremehedéir value of this consideration, this is take
into account by discounting future receipts.

1.5.16.1 Water services
Revenues generated by water distribution are répedrbased on volumes delivered to customers,
either specifically metered and invoiced or esteddiased on the output of the supply networks.

The price for wastewater services and wastewagatrtrent is either included in the water distributio
invoice, or is sent in a separate invoice to tlwallonunicipality or industrial client.

Commission fees received from the grantors of cesioas are recorded as revenues.

1.5.16.2 Waste services

In most cases, waste collection revenue is cakdl#tased on tonnage collected and the service
provided by the operator.

Revenues from other forms of treatment (principatiyting and incineration) are recognized based on
volumes processed by the operator and the incidexwenues generated by recycling and reuse, such
as the sale of paper, cardboard, glass, metalplastics for sorting centers, and the sale of etsist

and heat for incinerators.



1.5.16.3 Engineering and construction contracts andther services

Revenues from construction contracts are determisad) the percentage-of-completion method and
more generally according to the provisions of 1AIS(4ee Section 1.5.13). Depending on the contract
concerned, the stage of completion may be detednether based on the proportion that costs
incurred to date bear to the estimated total cokthe contract, or on the physical progress of the
contract based on factors such as contractualipetbttages.

Revenues also include revenues from financial sioe assets (IFRIC 12) and lease receivables
(IFRIC 4).

1.5.17 Current operating income

Current operating income is an indicator used by @roup to present "a level of operational
performance that can be used as part of an apptodorecast recurring performance” (in accordance
with CNC Recommendation 2009-R03 in the financiatesnents of companies applying IFRS).
Current operating income is a sub-total which het@magement to better understand the Group's
performance because it excludes elements whicimlaeeently difficult to predict due to their unusua
irregular or non-recurring nature. Such elementiteeto asset impairments and disposals,
restructuring costs, the cost of listing SUEZ EN@OIRNEMENT COMPANY on the stock market,
and mark-to-market on commodity contracts othen ttrading instruments, which are defined as
follows:

* impairment includes impairment losses on non-curaseets,

» disposals of assets include capital gains and dosse disposals of non-current assets,
consolidated companies and Available-for-Sale sées)y

» restructuring costs concern costs corresponding taestructuring program planned and
controlled by management that materially changtteeeihe scope of a business undertaken
by an entity, or the manner in which that businesonducted, based on the criteria set out in
IAS 37,

» the cost of listing SUEZ ENVIRONNEMENT COMPANY ohe stock market concerns fees
payable to external service providers working amgtock market listing project in 2008 and
costs linked to changes in the brand and visuailtitye

* mark-to-market on commodity contracts other thaaditrg instruments corresponds to
changes in the fair value (mark-to-market) of ficiahinstruments relating to commodities,
gas and electricity, which do not qualify as eitlexding or hedging instruments. These
contracts are used in economic hedges of oper@tingactions.

1.5.18 Cash flow statement

The Group cash flow statement is prepared basegbimcome, using the indirect method.

"Interest received on non-current financial asset<tlassified within investing activities because
represents a return on investments. "Interest vededbn cash and cash equivalents" is shown as a
component of financing activities because the é@gecan be used to reduce borrowing costs.

Cash flows related to payment of taxes are tresgpdrately.



1.5.19 Income Tax Expense

The Group computes taxes in accordance with piagax legislation in the countries where income
is taxable.

In accordance with IAS 12, deferred taxes are neizeg according to the liability method on
temporary differences between the carrying amowftassets and liabilities in the consolidated
financial statements and their tax bases, usingai#s that have been enacted or substantivelyezhac
by the statement of financial position date. Howeuader the provisions of IAS 12, no deferred saxe
are recognized for temporary differences arisirgnfrgoodwill for which impairment losses are not
deductible for tax purposes, or from the initiadagnition of an asset or liability in a transactighich

() is not a business combination; and (ii) at time of the transaction, affects neither accounting
income nor taxable income. In addition, deferredassets are only recognized to the extent that it
probable that taxable income will be available agawhich the deductible temporary difference can
be utilized.

Temporary differences arising on restatementsranite leases result in the recognition of deferred
taxes.

A deferred tax liability is recognized for all tdota temporary differences associated with investsmen
in subsidiaries, branches and associates, anagtsein joint ventures, except if the Group is dble
control the timing of the reversal of the tempordifference and it is probable that the temporary
difference will not reverse in the foreseeable ffeitu

Net balances of deferred tax are calculated basdtieotax position of each company or on the total
income of the companies included within the comisdéd tax group and the net position of each fiscal
entity is recorded on the statement of financiaifpan under assets or liabilities, as appropriate.
Deferred taxes are reviewed at each statemennafdial position date to take into account factors
including the impact of changes in tax laws andgiespects of recovering deferred tax assets grisin
from deductible temporary differences.

Deferred tax assets and liabilities are not distedin

1.5.20 Earnings per share

Basic earnings per share are calculated by divittiaghet income Group share for the fiscal year by
the weighted average number of shares outstandiriggdthe fiscal year. The average number of
shares outstanding during the fiscal year is thebar of ordinary shares outstanding at the beggnnin
of the year, adjusted by the number of ordinaryeshhought back or issued during the course of the
year.



NOTE 2 — MAJOR TRANSACTIONS

2.1 SIGNIFICANT EVENTS IN 2009

2.1.1 Preliminary agreement with Criteria CaixaCorp for the takeover by SUEZ
ENVIRONNEMENT of the Water and Environment activiti es of Aquas de Barcelona

On October 2% 2009, SUEZ ENVIRONNEMENT and Criteria CaixaCoPRITERIA) signed a
binding preliminary agreement regarding a globahsaction on Aguas de Barcelona (AGBAR).

This transaction includes:

- A delisting tender offer in cash to be launchgdAGBAR on its own shares, at a price of €20
per share, for a total consideration of up to €28ion. The shares acquired through this
delisting tender offer will be subsequently redegme

- SUEZ ENVIRONNEMENT's acquisition of AGBAR sharbsld by CRITERIA, for €20 per
share, to achieve a final 75.01% stake in AGBAR, a total amount of €647 million.

- The simultaneous disposal to CRITERIA of the S4.8take held by AGBAR in ADESLAS,
for €687 million.

- At the same time, CRITERIA will take full controf ADESLAS via the additional
acquisition of the 45 % held by MALAKOFF MEDERIC.

The two transactions between SUEZ ENVIRONNEMENT &RITERIA (sale of ADESLAS and
takeover by SUEZ ENVIRONNEMENT of AGBAR’s Water achvironment activities) are linked
and are dependant on the prior effective complatiaihe delisting tender offer made by AGBAR on
its own shares.

This delisting tender offer is subject to approlvgl AGBAR'’s Extraordinary Shareholders’ Meeting
and the approval of the transaction by CNMV (Spa&tock Exchange authority).

In addition, this transaction is subject to varioegulatory and legal approvals (notably, the rafev
competition authorities), as regards both SUEZ BRIMNNEMENT's acquisition of exclusive
control of AGBAR and CRITERIA’s acquisition of cont of ADESLAS. This latter transaction is
also subject to the approval of the Spanish insgranpervisory authority.

(See section 20.1 — Note 27 “Subsequent eventsidtailed changes since December 31, 2009.)

2.1.2 Significant contracts

New construction and operation contract in Melbeudwustralia

Through its Degrémont subsidiary and the AquaSoiet-yenture (SUEZ ENVIRONNEMENT,
Degrémont, Thiess, an Australian construction aedvises company and Macquarie Group,
international provider of banking, financial and nfis management services), SUEZ
ENVIRONNEMENT was awarded the contract for the sa@wdesalination plant project managed by
the State of Victoria, which will provide one-thiaf metropolitan Melbourne’s water needs by the
end of 2011.

This contract includes the financing, design, camsion and operation, for the period to 2039, hef t
plant, which will have a daily capacity of 450,068 of drinking water, and the 85-km water
distribution network. The total amount of the inweent is €2 billion.

This contract represents total revenues of €1lmibver 30 years for SUEZ ENVIRONNEMENT
and Degrémont.



Renewal of the Macao water services concessiomamint

Via its Macao Water subsidiary, SUEZ ENVIRONNEMENMIgned the renewal of a concession
contract to provide water services for the next8ars in the Macao (China) Special Administrative
Region. This contract will generate total revenuafs approximately €500 million (SUEZ
ENVIRONNEMENT share) over the period.

Commissioning of the EVI incinerator

The EVI incineration plant, located in the Europ&penternational industrial park in Emlichheim-
Coevorden on the German-Dutch border, was commisdi@n April 2°, 2009. This incineration
plant, which has a total capacity of 365,000 timsised to internalize the treatment of flows obtga
collected in the Benelux—Germany zone.

2.1.3 Acquisitions

SUEZ ENVIRONNEMENT took exclusive control of Swif#ta, a company previously owned at
50%. This transaction, launched in 2008, was apmatdw the Hong Kong authorities on December
22, 20009.

Through its Sino French Water Development (SFWDpsgliary, SUEZ ENVIRONNEMENT
participated in the formation of a new joint vertdior the supply of water in Tianjin, China. Tiamji
Sino French Jieyuan Water Co. is a joint-venturevimch SFWD and Tianjin Water Works Group
hold 52% and 48% stakes, respectively. This compeiitybe responsible for operating the Jieyuan
water station, which supplies 1 million inhabitarits., one-third of the urban population of Tianji

In the second quarter of 2009, SUEZ ENVIRONNEMENI®, its SITA Sverige (Sweden) subsidiary,

acquired the shares of Allren i Sverige AB. AllieBverige AB is active in the collection, sortingda
recycling of waste (sales of €11.3 million in 2009)

2.1.4 Disposals

The Group sold its entire stake in the Wastemanugravhich specializes in the collection and
treatment of waste in South Africa.

During the year, SUEZ ENVIRONNEMENT sold its entgtake in Gas Natural on the stock market.
In December 2009, SUEZ ENVIRONNEMENT, via its Sit&K subsidiary, sold its stake in

LondonWaste, a company specializing in incineration

2.1.5 Agreement for unwinding cross holdings in joit subsidiaries with Veolia Environnement

On December 19, 2008, a memorandum of understameisgsigned with Veolia Eau — Cie Générale
des Eaux, a subsidiary of Veolia Environnement Bpdnnaise des Eaux, a subsidiary of SUEZ
ENVIRONNEMENT, in order to unwind their direct aimttirect joint stakes in certain drinking water
and wastewater companies in France. This decisidhdétwo groups followed the decision taken by
the French Competition Commissiaddnseil de la Concurrencen July 11, 2002.

On December 31st 2009, the unwinding process wasrway (see Notes 26.1 and 27 of this chapter).



2.1.6 Other major events

Bond issuances

As part of its policy covering the funding, divdisation and lengthening of the maturity of its tleb
SUEZ ENVIRONNEMENT COMPANY came out with a serieSlmnd issues as part of the Euro
Medium Term Notes (EMTN) program set up in Marclo20Some €3 billion in bonds have been
issued since March 2009. The breakdown of thessdions is shown in Note 13.3 of this chapter.

Launch of the first SUEZ ENVIRONNEMENT COMPANY enmylee bonus share allocation plan

Pursuant to the resolution approved at the Shatet®l Meeting of SUEZ ENVIRONNEMENT
COMPANY on May 26, 2009, the Board of Directors ided to award 30 SUEZ
ENVIRONNEMENT COMPANY shares to each of the Group&000 employees, i.e., more than 2
million existing shares.

Launch of the first SUEZ ENVIRONNEMENT COMPANY stomption and performance share
plans:

On December 17, 2009, the Board of Directors decideaward 3,464,440 stock options and 173,852
performance shares to SUEZ ENVIRONNEMENT Group @ygés. See Note 23 of this document.

Moving of the head offices of SUEZ ENVIRONNEMENTdhaf its French subsidiaries

The SUEZ ENVIRONNEMENT Group decided to bring tduatin one place the teams of the head
office of SUEZ ENVIRONNEMENT, as well as those ¢f subsidiaries Lyonnaise des Eaux, Sita
France, Degrémont and OIS. The moving of theseddam single site in the La Défense area (Paris
region) is expected to be finalized by the endGif®@

2.2 SIGNIFICANT EVENTS IN 2008

2.2.1 Major consequences for the Group following # merger between SUEZ and Gaz de France

The merger between SUEZ and Gaz de France, anrbynutsicly in February 2006, materialized
through decisions made on July 16, 2008 at theemisge Combined Ordinary and Extraordinary
Shareholders' Meetings of Gaz de France and SUEB&Z nferger became effective on July 22, 2008.
The major consequences for SUEZ ENVIRONNEMENT COMRAare as follows:

Initial stock market listing of SUEZ ENVIRONNEMENTOMPANY

As part of the merger between SUEZ and Gaz de Eré8ldEZ decided to complete the combination
of all its environment-related activities within mew company, SUEZ ENVIRONNEMENT
COMPANY. SUEZ contributed all of its shares of SUEKIVIRONNEMENT to the new company
and distributed 65% of the capital of the Companthe shareholders of SUEZ before the merger.

After this distribution, the merged entity GDF SUBZId 35.41% of SUEZ ENVIRONNEMENT
COMPANY and maintained exclusive control of it thgh a shareholders' agreement grouping GDF
SUEZ and the key shareholders of the former SUEQUGIGBL, Areva, CNP Assurances, Sofina,
Caisse des Depots et Consignations), together semiiag 47.16% of the capital of SUEZ
ENVIRONNEMENT COMPANY as of July 22, 2008.



On the effective date of the merger of SUEZ and @aFrance, July 22, 2008, the shares of SUEZ
ENVIRONNEMENT COMPANY were admitted for trading dhe Euronext Paris and Euronext
Brussels stock markets.

Two months after its initial listing, on Septemia®, 2008, SUEZ ENVIRONNEMENT COMPANY
joined the CAC 40 stock market index, which grotips 40 most important stocks in the French
economy.

Reclassification of environmental branch interestder SUEZ ENVIRONNEMENT COMPANY or
some of its subsidiaries

During 2008, the Group acquired the following sedrem SUEZ S.A. or some of its subsidiaries:

* 100% of the shares of the Moroccan company EaukQilen Er Rbia for a price of €8.2
million. This company operates a water productiotivély on behalf of Lydec. The company
Eaux de I'Oum Er Rbia is now fully consolidatedhia consolidated financial statements.

* 44.42% of the shares of Calédonienne des Eaux r(\etibution operations) for a price of
€12.3 million. The Group now holds 100% of this g@@my, which is fully consolidated in the
consolidated financial statements.

* 53% of the New Caledonian company Sadet (wateriloligion operations) for a price of €5.3
million. The Group now holds 100% of this compamich is fully consolidated in the
consolidated financial statements.

* 51% of the shares of Consortium Intesa Aretinaollihg company owning 46% of the
company operating the water distribution concesforthe city of Arezzo, Italy, for a price
of €14 million.

» 100% of the capital of the Australian holding compd.yonnaise Prospect (holding 51% of
the rights of Prospect Water Partnership, the yemtiterating a drinking water concession
contract in Sydney) for a price of €22.4 million.

» the entirety of the shares still held in the Argemtcompany Aguas Cordobesas (drinking
water distribution concession in the province ofdoia), representing 5% of the capital.

As indicated in the basis of presentation (Note),1these combinations were analyzed as asset
exchange transactions between entities under conuooimol and have thus been recorded at their
historical book value in SUEZ's consolidated finahstatements.

Synthetic Argentinean contract

On June 5, 2008, SUEZ and SUEZ ENVIRONNEMENT sigae20-year agreement involving the
economic transfer in favor of SUEZ ENVIRONNEMENT tbe rights and obligations associated with
SUEZ's equity interests in the Argentine compamigsias Argentinas and Aguas Provinciales de
Santa Fe. Despite this, according to this agreen®&DE SUEZ S.A. remains the only company in the
GDF SUEZ Group to own shares of these two compaiiies shares of these two companies could
not be reclassified given their particular situaticand the litigation in progress (see Section 26.2
this document).

The economic transfer of the rights and obligatioress part of the reclassification under SUEZ
ENVIRONNEMENT of all of SUEZ's environment-relatedsets prior to the GDF SUEZ merger and
the spin-off distribution of SUEZ ENVIRONNEMENT CORANY shares.



The main provisions of this agreement set out devfing:

» SUEZ will bear all costs of any type resulting fréhe ownership of the shares of these two
companies up to the residual amount of the prowifo risks and contingencies appearing in
SUEZ's consolidated financial statements as of bee 31, 2007.

* SUEZ ENVIRONNEMENT would bear the excess of thesgt€ over this amount.

« if all of these costs should prove to be less tinamount set aside in the provision, then
SUEZ would repay an amount equal to the unusednbalaf this provision to SUEZ
ENVIRONNEMENT.

* SUEZ will repay to SUEZ ENVIRONNEMENT any sum thaimight collect in connection
with ongoing or future proceedings.

Withdrawal of SUEZ ENVIRONNEMENT and two of its ssitliaries (Lyonnaise des Eaux France
and SITA France) from GIE SUEZ Alliance

The companies SUEZ ENVIRONNEMENT, Lyonnaise des>E&uance, and Sita France were
members of the economic interest group (GIE) SUHiAarAce at 6% each, which grouped SUEZ with
its main subsidiaries. GIE SUEZ Alliance has ol#diseveral bank and bond borrowings and has also
served as guarantor for certain bond borrowings) Egreements and derivatives contracts.

As part of the spin-off distribution, SUEZ ENVIRONEMENT, Lyonnaise des Eaux France, and Sita
France were expected to withdraw from GIE SUEZahte. This withdrawal took place in October
2008.

The articles of incorporation of GIE SUEZ Allianséipulate that any member may withdraw, on
request, provided that it has fulfilled all its igfaltions and repaid all its debts to GIE SUEZ Alta
and its members, and no longer benefits from amyapiees provided by GIE SUEZ Alliance.

In accordance with the provisions of the articlésnzorporation of the GIE SUEZ Alliance, an
outgoing member of GIE SUEZ Alliance remains joiniable for the commitments made by GIE
SUEZ Alliance prior to the date of withdrawal, egtavith respect to the creditors of GIE SUEZ
Alliance who have waived this joint liability. Acadingly, and with the exception of commercial
paper issued by SUEZ Finance and guaranteed bySGEZ Alliance (guaranteed by SUEZ in favor
of outgoing members), a waiver of the outgoing mersbunlimited joint and several liability was
requested and obtained from GIE SUEZ Alliance'slitves for debts and commitments assumed in
connection with borrowings and contracts enteréal @n guarantees provided by GIE SUEZ Alliance,
as well as for any action against them.

The impact on earnings of the withdrawal from GIEEZ Alliance was an expense of €4.5 million.

Tax conseguences

From a tax perspective, the spin-off distributidrthe SUEZ ENVIRONNEMENT shares led to two
types of consequences.

First, starting from January 1, 2008, a tax constibn group was created in France between SUEZ
ENVIRONNEMENT COMPANY and all its French subsidesithat were included in the scope of
the former SUEZ tax consolidation. The creatiortto$ tax group led SUEZ ENVIRONNEMENT
COMPANY to enter into tax consolidation agreemenith each of the member companies in the
scope of the tax consolidation.

Secondly, on the basis of article 233 | 7 of therieh General Tax Code, an approval decision was
granted involving the transfer to SUEZ ENVIRONNEMEMNf a maximum of €464 million in tax
losses to which the subsidiaries joining the scop8UEZ ENVIRONNEMENT COMPANY's tax
consolidation contributed.

However, on December 31, 2008, this amount was tegdan order to take into account any
reassessments and proposed reassessments redathegy ¢donsolidation period in SUEZ tax group.



This fraction of the losses was thus reduced to2€ddlion due to reassessments and proposed
reassessments affecting members companies of tB& & group.

Lastly, as a result of the above, a deferred tagtasf €148.8 million was recognized through a d®ub
entry to tax income recognized in the consolidatedme statement as of December 31, 2008.

2.2.2 Public tender offer for the minority interess in Sociedad General de Aguas de Barcelona

(AGBAR)

The joint tender offer from Hisusa, SUEZ ENVIRONNEMT, SUEZ ENVIRONNEMENT Espafia,
and Criteria CaixaCorp for all of the Agbar shanes yet held by them was successfully closed on
January 16, 2008. Following this transaction, tlelérs owned 90.01% of the share capital, divided
as follows:

» Hisusa (proportionately consolidated company): 464

« SUEZ ENVIRONNEMENT and SUEZ ENVIRONNEMENT Espafiaully consolidated

companies): 12.02%
» Criteria CaixaCorp. (non-group): 11.55%

Shortly thereafter the bidders reduced their hgldmAgbar to 90.00%.

We remind the reader that the Group had recogriz€918 million financial liability in its 2007
consolidated financial statements representingsttoeip's share (51%) of the tender offer for alihef
AGBAR shares.

Considering the success rate achieved in Janud§, 20 the end the investment represented €708
million, generating a €210 million reduction in tfieancial liability, a €109 million reduction in
goodwill, and an increase in minority interest 404 million.

2.2.3 Disposal by Agbar of shares held in SUEZ S.A.

In May 2008, Agbar sold the balance of the SUEZ. Shares that it held. The impact of the capital
gain from the sale was €42 million on the Groupssolidated income from operating activities and
€25.5 million on its net income Group share.

2.2.4 Disposal by SUEZ ENVIRONNEMENT of its equityinterest in Indaver

On November 25, 2008, SUEZ ENVIRONNEMENT sold itdiee stake (14.9%) in Indaver NV, a
Belgian waste treatment company, to the majorigreimolder, Delta NV.

2.2.5 Acquisitions

On August 1, 2008, SUEZ ENVIRONNEMENT acquired Iitil Service Company Inc. (USC)
through its subsidiary SUEZ ENVIRONNEMENT North Anea. USC, a company based in the US
State of Georgia and present throughout the UiStatks, is the national leader in the management of
maintenance services for water storage tanks faal lcauthorities. Utility Services Group's
consolidated revenues for the period from Augusitrbugh December 31, 2008 amounted to €34.2
million.

SITA France acquired the company Boone Comenor IMgiax in September 2008.This company
specializes in the recycling and recovery of fesrand non-ferrous metals in France and abroad.
Consolidated revenues corresponding to the lastequaf 2008 totaled €39 million.

SITA France acquired the Val Horizon Group (theiemmental division of the Fayolle Group) in
July 2008. Val Horizon's business focuses on wastkection and treatment for local authorities



mainly in France's Val d'Oise region (Paris aréxnsolidated revenues corresponding to the last
guarter of 2008 amounted to €19 million.

In July 2008, the Group, via its SUEZ ENVIRONNEMENDNg Kong subsidiary, acquired 50% of
the shares of Suyu, a company that owns 15% of @ing Water Group (CWG). CWG is the leader
in water and wastewater services in the provindgraingqging, China.

SITA Deutschland Gmbh acquired 68.4% of Bellanddisin January 2008. BellandVision is a major
player on the packaging recycling market in GermasllandVision's 2008 consolidated revenues
totaled €30.3 million.

SUEZ ENVIRONNEMENT acquired from EON, a German grpR5% of the shares of SITA Sverige
(Sweden). The Group holds all of the company’seshaince June 302008.

The AGBAR Group, 51% held by SUEZ ENVIRONNEMENT,qaged 53.5% of the shares of
ESSAL (Empresa de Servicios Sanitarios de Los Laga@s) in July 2008, for € 55.3 million (Group
share). Essal specializes in wastewater treatmechtira the distribution of drinking water in the
regions of Los Lagos and Los Rios in Chile.



NOTE 3 — OPERATING SEGMENT INFORMATION

In accordance with the provisions of IFRS 8 — OfiegaSegments, the segments used below to
present segment information have been identifiesedaon internal reporting, in particular those

segments monitored by the Group Management Conenittamprised of the Group's key operational

decision-makers.

The Group uses four operating segments:

- Water Europe

- Waste Europe

- International

- Others

A distinction is made between the water distributiEnd water treatment services and the waste
collection and waste treatment services in Europe.

The activities conducted internationally are gralipegether and separated from those conducted in
the Europe region. This specific segmentation cédlethe difference in development strategy
implemented internationally compared to the statpgrsued in Europe and is consistent with the
Group's internal organizational systems and managestructure.

3.1 OPERATING SEGMENTS

SUEZ ENVIRONNEMENT COMPANY's subsidiaries are digdl into the following operating
segments:

» Water Europe: water distribution and treatmentises; particularly under concession contracts
(water management). These services are renderigdlitaduals, local authorities and industrial
clients.

» Waste Europe: waste collection and treatment sesviiar local authorities and industrial clients.
These services include collection, sorting, reeyglicomposting, energy recovery and landfilling
for both non-hazardous and hazardous waste.

* International: the Group is expanding in these rmess segments, depending on the opportunities
that may arise, in the areas of water, waste agaheering services, with a special focus on risk-
management resulting from specific local environtedoy setting up partnerships, entering into
hedges, and limiting invested capital or other strreents in highly regulated environments.

The "Others" segment is made up of holding comaniecluding SUEZ ENVIRONNEMENT
COMPANY.

3.2 KEY INDICATORS BY OPERATING SEGMENT




Revenues

December 31, 2009

December 31, 2008

In millions of euros Non-group Group TOTAL Non-group Group TOTAL
Water Europe 3,993.3 13.4 4,006.7 3,853.1 12.1 3,865.2
Waste Europe 5,319.0 39.6 5,358.6 5,727.9 42.3 5,770.2
International 2,968.6 23.3 2,991.9 2,765.4 324 2,797.8
Other 15.5 42.8 58.3 17.3 329 50.2
Intercompany eliminations (119.1) (119.1) (119.7) (119.7)
Total Revenue 12,296.4 0.0 12,296.4 12,363.7 0.0 12,363.7
EBITDA
In millions of euros Dec. 31, 2009 Dec. 31, 2008
Water Europe 865.5 811.6
Waste Europe 797.7 924.0
International 468.3 418.8
Other (71.6) (52.5)
TOTAL EBITDA 2,059.9 2,101.9
CURRENT OPERATING INCOME
In millions of euros Dec. 31, 2009 Dec. 31, 2008
Water Europe 432.7 415.4
Waste Europe 314.1 468.9
International 309.1 282.3
Other (129.9) (107.5)
TOTAL Current Operating Income 926.0 1,059.1
Depreciation and amortization
In millions of euros Dec. 31, 2009 Dec. 31, 2008
Water Europe (242.1) (232.6)
Waste Europe (456.5) (433.3)
International (137.4) (124.5)
Other (2.2) (2.0)
(838.1) (792.4)

TOTAL Depreciation and amortization




Capital employed

In millions of euros Dec. 31, 2009 Dec. 31, 2008
Water Europe 3,423.8 3,208.5
Waste Europe 4,370.6 4,118.4
International 2,788.3 2,639.1
Other (51.1) 160.4
TOTAL CAPITAL EMPLOYED 10,531.6 10,126.4

Impairment posted to income

In millions of euros Dec. 31, 2009 Dec. 31, 2008
Water Europe (2.6) 0.5
Waste Europe (55.9) 8.7)
International (24.4) 1.0
Other (3.4) 55

TOTAL IMPAIRMENT RECOGNIZED IN

INCOME (85.3) @.7)

Investments in property, plant and equipment, initale assets and financial assets

In millions of euros Dec. 31, 2009 Dec. 31, 2008
Water Europe (394.4) (719.8)
Waste Europe (495.4) (889.8)
International (256.6) (555.1)
Other (267.2) (434.7)
TOTAL INVESTMENTS (1,413.6) (2,599.4)

3.3 KEY INDICATORS BY GEOGRAPHICAL AREA

The following indicators are analyzed by:
» destination of products and services sold for raeen

» geographical location of consolidated companiesépital employed

Revenues Capital employed
In millions of euros Dec. 31, 2009 Dec. 31, 2008 Dec. 31, 2009 Dec. 31, 2008
France 5,485.0 5,522.0 2,381.2 2,509.8
Europe 4,699.4 4,972.6 5,552.3 5,378.6
International 2,112.0 1,869.1 2,598.1 2,238.0

TOTAL 12,296.4 12,363.7 10,531.6 10,126.4




3.4 RECONCILIATION OF EBITDA WITH CURRENT OPERATING INCOME

In millions of euros Dec. 31, 2009 Dec. 31, 2008
Current operating income 926.0 1,059.1
(-) Depreciation, amortization and provisions 851.4 776.0
(-) Share-based payments (IFRS 2) 55.9 53.4
(-) Disbursements under concession contracts 226.6 213.4
EBITDA 2,059.9 2,101.9

3.5 RECONCILIATION OF CAPITAL EMPLOYED

In millions of euros

Dec. 31, 2009 Dec. 31, 2008

(+) Tangible and intangible assets 8,723.7 8,073.0
(+) Goodwill (net) 3,069.6 2,897.5
(+) Available-for-sale securities (excluding marketable securities) 445.2 682.5
(+) Investments in associates 3229 265.6
(+) Trade and related receivables 3,701.4 3,588.4
(+) Inventories 270.4 245.9
(+) Loans and advances to associates 605.0 671.6
(+) Other current and non-current assets 944.8 992.6
(-) Provisions and actuarial gains/losses on pension plans (1,297.6) (1,237.5)
(-) Trade and related payables (3,741.4) (3,863.7)
(-) Other current and non-current liabilities (2,512.3) (2,170.6)
(-) Other financial liabilities 0.0 (18.9)
Capital employed 10,531.6 10,126.4




NOTE 4 — CURRENT OPERATING INCOME

In millions of euros Dec. 31, 2009 Dec. 31, 2008
Revenues 12,296.4 12,363.7

Purchases (2,886.4) (2,677.2)
Personnel costs (3,145.7) (3,062.2)
Depreciation, amortization and provisions (851.4) (776.0)
Other operating income and expenses (4,486.9) (4,789.2)
CURRENT OPERATING INCOME 926.0 1,059.1

4.1 REVENUES

The Group revenues per category (see Note 3.3sdi@lows:

In millions of euros Dec. 31, 2009 Dec. 31, 2008
Sale, transport and distribution of electricicty 431.2 415.4
Water and waste 10,589.3 10,715.1
Engineering, construction contracts and services 1,275.9 1,233.2
Total 12,296.4 12,363.7

The 2009 decline in “Water and Waste Services” maeeis primarily due to the Waste Europe
segment.

The 2009 increase in “Engineering contracts, canstn contracts and provision of services” revenue
is related to the implementation of the Melbouraetract at Degrémont.

4.2 PERSONNEL COSTS

Net costs relating to pension plans (defined cbations and defined benefits) are shown in Note 17.

In millions of euros Dec. 31, 2009 Dec. 31, 2008
Salaries and expenses / retirement expenses (3,089.1) (3,009.3)
Share-based payments (56.6) (52.9)
Total (3,145.7) (3,062.2)

Share-based payments are broken down in Note 23.



4.3 DEPRECIATION , AMORTIZATION AND PROVISIONS

The amounts shown below are net of reversals.

In millions of euros Dec. 31, 2009 Dec. 31, 2008

Depreciation and amortization (838.1) (792.4)
Depreciation of inventories and trade receivables (16.0) (24.0)
Provisions 2.7 40.4
Total (851.4) (776.0)

Depreciation is distributed as follows: €660.5 mill for property, plant and equipment, and €177.6
million for intangible assets. The breakdown byetylf asset is described in Notes 10 and 11.

4.4 OTHER OPERATING INCOME AND EXPENSES

Other operating income and expenses include thafioig:

In millions of euros Dec. 31, 2009 Dec. 31, 2008

Other operating income 63.1 59.6
Other operating expenses (4,550.0) (4,848.8)
Sub-contracting (1,489.6) (1,516.2)
Other expenses (3,060.4) (3,332.6)
Total (4,486.9) (4,789.2)

“Other expenses” primarily include the followingos of costs: leasing expenses, external personnel,
professional fees and compensation of intermediaaied duties and taxes excluding income tax.

The 2010 French finance law introduced the Teiliet@&conomic Contribution to replace the Business
Tax (Taxe Professionnelle). Although the methods calculating the Territorial Economic
Contribution differ from the methods of calculatitige previous tax, the Group believes that its
intrinsic characteristics are consistent. Thus,Ttegitorial Economic Contribution will be recogeit
under Current Operating Income, consistent withBhsiness Tax.



NOTE 5 — INCOME FROM OPERATING ACTIVITIES

December 31, December 31,

In millions of euros 2009 2008
CURRENT OPERATING INCOME 926.0 1,059.1
Mark-to-market on operating financial instruments 2.2 3.2
I.mpalr.ment on property, plant and equipment, intangible and (85.3) @.7)
financial assets

Restructuring costs (60.0) (20.9)
Expenses linked to initial public offering and change of logo 0.0 (50.8)
Disposal of assets 84.2 46.9
INCOME FROM OPERATING ACTIVITIES 867.1 1,035.8

5.1 MTM ON OPERATING FINANCIAL INSTRUMENTS

The mark to market on operating financial instruteeamounted to a total of €2.2 million at
December 31, 2009, resulting primarily from thddwaling factors:

- to optimize their margins, certain Group entitiegplement economic hedging strategies
through forward contracts traded on the wholesalekats, aimed at reducing the sensitivity
of the Group’s margins to commodity price fluctoas. However, to the extent that these
strategies hedge net exposure to the price rigkeoentities in question, these strategies are
not eligible for the recognition of hedging in amtance with the provisions of IAS 39 —
“Financial Instruments — recognition and measurdrhé€bonsequently, all changes in fair
value of forward contracts must be recognized enrthome statement.

- gains and losses are recognized under incontbdaneffective portion of strategies to hedge
future cash flows on non-financial assets (casi-fiedges).

5.2 IMPAIRMENT OF PROPERTY, PLANT AND EQUIPMENT, IN TANGIBLE ASSETS
AND FINANCIAL ASSETS

In millions of euros Dec. 31, 2009 Dec. 31, 2008

Impairments:

Goodwill (10.5) (4.6)

Property, plant and equipment and other intangible assets (61.3) (12.0)

Financial assets (32.7) (9.6)
Total (104.5) (26.2)

Write-back of impairments: 19.2 24.5

Total (85.3) (1.7)




5.2.1 Impairment of goodwill

Non significant impairments were recognized relaiedhe goodwill on the statement of financial
position in accordance with the procedure describédbte 9.

5.2.2 Impairment on property, plant and equipment &ad intangible assets excluding goodwill

Impairment on inventory and trade receivables mashin Note 4 “depreciation, amortization and
provisions”.

In 2009, impairment on property, plant and equipnaed intangible assets corresponded primarily to
Degrémont, as well as to the Waste Europe sector.

Regarding Degrémont, impairment corresponds tdtineeirah Golf Estates contract in Dubai. Due to
the financial crisis and the late-November 200%baptcy of Dubai World and its subsidiaries, which
are Degrémont clients, and given the impossibdftfinding alternate financing, the Group booked an
expense of €20 million. This expense correspondiedoss to which the Group is exposed and to the
neutralization of the 2008 income.

For the Waste Europe sector, asset impairmentageceto the slowdown of activity the Group has
experienced during the year.

In 2008, impairment on property, plant and equipnaerd on intangible assets derived primarily from
the Waste Europe sector (SE Deutschland and Sitimhi&.

5.2.3 Impairment on financial assets

In 2009, impairment on financial assets primarityresponded to the assets of companies of the
Waste Europe sector active in the recycling busitiass.

5.3 RESTRUCTURING

In 2009, this amount corresponded, on the one handgjustment costs related to the slowdown of
activity, largely in the waste sector, and on thieep hand, to expenses related to the moving af Sit
France, OIS, Degrémont, Lyonnaise des Eaux and SENBZIRONNEMENT to a single location at
La Défense, Paris. These costs represented thectingpaemporary double leases as well as the
expense of renovating the premises.

The amount of restructuring expenses in 2008 iredduwbsts related to restructuring and site closings

5.4 EXPENSES RELATED TO THE INITIAL PUBLIC OFFERING AND CHANGE OF
LOGO

In 2008, external service providers worked on thejgot to list SUEZ ENVIRONNEMENT
COMPANY on the stock market. Professional fees @aged with this work and the costs related to
changing the Group's brand and visual identityléot&€50.8 million at December 31, 2008.

This accounting treatment resulted from the tedlities of the share contribution transaction from
SUEZ to SUEZ ENVIRONNEMENT:



» as this was an internal transaction within the SWEHAup, it was conducted at book value
(outside the scope of IFRS 3) insofar as there m@ascash contribution from the new

shareholders;
» it was treated accordingly using the pooling-okneists method.

Consequently, costs relating to this transactiorewecognized in expenses over the fiscal year.
As these items were unusual expenses of signifisi@et they were presented on a specific income

statement line item between current operating ircand income from operating activities.

5.5 DISPOSALS OF ASSETS

In millions of euros Dec. 31, 2009 Dec. 31, 2008

Disposals of property, plant and equipment and intangible

assets (9.4) 3.2
Disposals of financial assets 93.6 43.7
Total 84.2 46.9

2009 transactions:

The main transactions during the year were, on &@me hand, the disposal by SUEZ
ENVIRONNEMENT Holding BE, a wholly-owned subsidiaof SUEZ ENVIRONNEMENT, of its
2.55% stake in Gas Natural; and on the other h#mal, disposal by Sita UK, a wholly-owned
subsidiary of SUEZ ENVIRONNEMENT, of its 50% stalkel.ondonWaste to the other shareholder :
The North LondonWaste Authority. LondonWaste opegan incinerator in North London.

2008 transactions:

Gains from the disposal of assets is primarily thuthe sale by Agbar of its SUEZ SA shares in the
1st half of 2008.



NOTE 6 — FINANCIAL INCOME/(LOSS)

December 31, 2009 December 31, 2009

In millions of euros Expenses Income Total Expenses Income Total
Cost of net debt (327.6) 41.7 (285.9) (373.0) 42.9 (330.1)
Interest expense on gross borrowings (323.5) - (323.5) (352.9) - (352.9)
Exchange gain/(loss) on borrowings and hedges (4.1) - (4.1) (5.1) - (5.1)
Income/(expense) from hedges on borrowings - 12.4 12.4 (15.0) - (15.0)
Income/(expense) on cash and cash equivalents and on financial

assets at fair value through income - 29.3 29.3 - 42.9 42.9
Other financial income and expenses (31.2) 57.1 25.9 (47.8) 48.1 0.3
Financial income/(loss) (358.8) 98.8 (260.0) (420.8) 91.0 (329.8)

6.1 NET FINANCE COSTS

This item primarily includes interest expenses teglato gross borrowings (calculated using the
effective interest rate), exchange differencesirayisrom foreign currency borrowings, gains and
losses arising from foreign currency and interede rhedging transactions on gross borrowings,
together with interest income on cash investmearid, changes in the fair value of financial assets a
fair value through income.

Total

In millions of euros Expenses Income Dec. 31, 2009 Dec. 31, 2008
Interest expense on gross borrowings (323.5) - (323.5) (352.9)
Exchange gain/(loss) on borrowings and hedges (4.2) - (4.1) (5.1)
Income/(expense) from hedges on borrowings - 12.4 12.4 (15.0)
Ipcomfe/(expense) or? cash and cash .equwalents and on _ 293 293 42.9
financial assets at fair value through income

Cost of net debt (327.6) 41.7 (285.9) (330.1)

In 2009, the general decline in interest rates amdwings resulted in a decrease in interest ex@ens
on gross debt, even though the Group engaged &ralevond issuances during the period. Interest
received on cash investments declined by 13.6anijlldue primarily to the 2009 decline in interest
rates on investments.

In 2008, interest expense on gross borrowings waislyndue to the cost of financing the Agbar
shares acquired as part of the public offeringlized in January 2008.



6.2 OTHER FINANCIAL INCOME AND EXPENSES

In millions of euros Dec. 31, 2009 Dec. 31, 2008
Other financial expenses
Reversal of discounting adjustment to provisions (25.1) (42.9)
Interest expense on trade and other payables (7.0) (8.2)
Losses on currency exchange 0.2 3.3
Other financial expenses 0.7 0.0
Total (31.2) (47.8)
Other financial income
Income from available-for-sale securities 39.8 33.0
Interest income on trade and other receivables 8.4 13.0
Interest income on loans and receivables carried at

. 6.1 5.2
amortized cost
Gains on currency exchange 0.0 0.0
Other financial income 2.8 (3.1)
Total 57.1 48.1
Total other financial income and expenses 25.9 0.3

The decline in expenses from the reversal of disttog adjustments to provisions compared to 2008
was primarily due to changes in macroeconomic apgsans (inflation rate and discount rate)
entering into the calculation of provisions foesiestoration.



NOTE 7 — INCOME TAX EXPENSE

Following the contribution SUEZ made in 2008 to AENVIRONNEMENT COMPANY, the latter
resolved to form a tax consolidation group compgsall the companies in the environment business
sector that had previously been members of thgtexp that included SUEZ, retroactive to January
1, 2008.

Approval was granted in 2008 by the French Finarmehorities, to transfer to SUEZ
ENVIRONNEMENT COMPANY a maximum tax loss of €464 lioin to which the subsidiaries
joining the SUEZ ENVIRONNEMENT COMPANY tax consaéition group contributed.

However, any tax assessment or proposed assesgmesent or future, might partially affect the
initial value of the loss transferred to SUEZ EN\IRNEMENT COMPANY when both applied to
companies that were members of the former SUEZ (G rand during the fiscal years for which these
companies were effectively members of that formeu@.

At December 31, 2008, this amount was adjustedKke into account the reassessment and proposed
reassessments applying to the period of inclusioiné SUEZ tax consolidation Group. The revised
amount totaled €432 million, which resulted in tlezognition of a deferred tax asset of €148.8
million through income, given the prospects of editing these tax savings on future tax incomedo th
future tax group.

At December 31, 2009, the updating of tax lossdake the reassessments into account resulted in a
deferred tax asset of €1.1 million, through income.

7.1 MAIN IMPACTS

7.1.1 Breakdown of income tax expense

The income tax expense for the fiscal year amoutatéd 28.8 millions (compared to €92.7 million in
2008), and breaks down as follows :

In millions of euros 2009 2008
Current income tax (232.2) (143.6)
Deferred taxes 103.4 50.9
Total income tax expense recognized in income (128.8) (92.7)

7.1.2 Change in deferred taxes

Movements in deferred taxes recorded in the cafeseld statement of financial position, after mefti
off the deferred tax assets and liabilities byeaiity, are broken down as follows:

In millions of euros Assets Liabilities Net balance
At December 31, 2008 500.2 (332.7) 167.5
Impact on income for the period 113.1 (9.7) 103.4
Impact of net breakdown by tax entity (68.5) 68.5 -

Other 8.1 (13.1) (5.0)

At December 31, 2009 552.9 (287.0) 265.9




7.2 RECONCILIATION BETWEEN THEORETICAL INCOME TAX E XPENSE AND
ACTUAL INCOME TAX EXPENSE

The reconciliation between theoretical income tggemse and actual income tax expense is shown
the following table:

n

In millions of euros 2009 2008
Consolidated net income 515.9 647.3
- Share in net income of associates 37.6 34.0

- Income tax (128.8) (92.7)
Income before income tax and share in net income of associates (a) 607.1 706.0
Of which French companies (63.9) 146.0

Of which companies outside France 671.0 560.0
Statutory income tax rate in France (b) 34.43% 34.43%
Theoretical income tax expense (c) = (a) x (b) (209.0) (243.1)

Actual income tax expense:

Difference between the normal tax rate applicable in France and the

normal tax rate applicable in jurisdictions outside France 45.6 43.2
Permanent differences (5.2) (18.5)
Income taxed at a reduced rate or tax-exempt 49.8 (1) 22.7
Additional tax expense (75.8) (2) (49.0)
Effect of unrecognized deferred tax assets on tax-loss carry-forwards and

on other tax-deductible temporary differences (27.4) ?3) (14.4)

Recognition or utilization of tax income on previously unrecognized tax loss

carry-forwards and other tax-deductible temporary differences 3.0 0.9
Impact of changes in tax rates (2.0) 0.7
Tax credits 19.9 4) 10.3
Other 72.3 5) 154.5
Actual income tax expense (128.8) (92.7)

Effective tax rate (actual income tax expense divid  ed by income
before income tax and share in net income of associ  ates) 21.2% 13.1%

(1) Specifically includes capital gains from thesmbsal of securities tax-exempt in the United
Kingdom and Belgium.

(2) Specifically includes the impact of a tax resssnent in Morocco, the posting of provisions
for €39.5 million in tax risk, and the tax on theases of expenses and charges on dividends.

(3) Corresponds to the Group’s foreign subsidiaries

(4) Specifically includes the impact of the dedowtfor risk capital in Belgium, the tax system
applicable in the French Oversdaépartementsand tax credits.

(5) Includes the recognition is €52.7 million infeleed taxes not recognized at December 31,
2008 by Group companies subject to French tax dolasion (see below), as well as a €3.6
million amount for the recognition of deferred dstes in Belgium pursuant to an order
from the European Community Court of Justice d&elruary 12, 2009 (Cobelfret Order)

The low effective tax rate in 2008 was due to teognition of €148.8 million in deferred tax assets
on the transfer of tax losses carried forward fthenformer SUEZ tax consolidation group.



The effective tax rate in 2009 may largely be eixgd by the following:

- the effects of SUEZ ENVIRONNEMENT COMPANY'’s Framdax consolidation group. The
Group posted a deferred tax asset of €52.7 mid®mnecognition of all temporary differences not
yet recognized at December 31, 2008. Moreover,diferred tax assets on tax losses carried
forward continued to be recognized in the same asyn December 31, 2008. However, at
December 31, 2009, all net deferred tax assetsesullp French tax consolidation were
recognized, given the medium-term prospects obemefits.

- the exemption of the capital gain on the dispa$dlondonWaste by Sita in the United Kingdom
(tax savings of €19.8 million in the consolidatathficial statements).

Further, as shown in Note 4 — Current operatingnme, the Group has resolved to book, the French
Territorial Economic Contribution in current openatincome. This new tax, therefore, has no effect
on the change in the effective income tax ratenguttie period.

7.3 DEFERRED TAXES BY TYPE




7.3.1 Analysis of the net deferred tax position re@gnized on the statement of financial position
(before netting off deferred tax assets and liabilies by tax entity), by type of temporary
difference

Statement of
financial position at

In millions of euros Dec. 31, Dec. 31,
2009 2008
Deferred tax assets:
Net operating loss carry-forwards 208.6 186.1
Pension obligations 153.9 163.0
Concessions 104.5 97.9
Non-deductible provisions 127.9 93.8
Differences between the carrying amount of PPE and their tax bases* 9.0 10.2
Measurement of financial assets and liabilities at fair value (IAS 32/39) 21.5 (4.8)
Other 207.4 165.4
Total 832.8 711.6
Deferred tax liabilities
Fair value adjustments to PPE and intangible assets (88.3) (93.9)
Other differences between the carrying amount of PPE and their tax bases* (332.4) (311.2)
Concessions (24.1) (23.4)
Tax-driven provisions (17.3) (17.3)
Measurement of financial assets and liabilities at fair value (IAS 32/39) (4.4) (4.6)
Other (100.4) (93.8)
Total (566.9) (544.1)
Net deferred tax assets 265.9 167.5

*PPE : Property, plant and equipment



7.3.2 Analysis by type of temporary difference in éferred tax income / expenses on the income
statement

Impacts in the
income statement

In millions of euros B Sy Dec. 31,
2009 2008
Deferred tax assets:
Net operating loss carry-forwards 56.4 103.6
Pension obligations 3.4 8.0
Concessions 5.4 (5.2)
Non-deductible provisions 34.5 4.3)
Differences between the carrying amount of PPE and their tax bases 0.3 (1.1)
Measurement of financial assets and liabilities at fair value (IAS 32/39) 3.5 (0.2)
Other 9.6 (32.1)
Total 113.1 68.8
Deferred tax liabilities
Fair value adjustments to PPE and intangible assets 18.6 3.0
Other differences between the carrying amount of PPE and their tax bases (17.2) (28.1)
Concessions 0.3 0.2
Tax-driven provisions (0.2) (1.8)
Measurement of financial assets and liabilities at fair value (IAS 32/39) 1.7) (0.8)
Other 9.7) 9.6
Total 9.7) (17.9)
Net deferred taxes 103.4 50.9

7.3.3 Analysis by type of deferred tax income / egpse in other global income items

December 31, December 31,
In millions of euros 2009 Change 2008
Available-for-sale securities 0.1 4.0 (3.9
Actuarial gains and losses 26.0 - 26.0
Net investment hedges (0.3) 24.5 (24.8)
Cash-flow hedges 20.3 0.6 19.7
TOTAL 46.1 29.1 (a) 17.0

(a) €29.1 million, of which €25.3 million on comessubject to full or proportionate consolidation
and €3.8 million on companies consolidated by thétg method .



7.4. UNRECOGNIZED DEFERRED TAX

7.4.1. Deductible temporary differences not recogned

Temporary differences on losses carried forward:

At December 31, 2009, unused tax losses carriegtafor and not recorded on the balance sheet
(because they did not meet the criteria for redagmnias a deferred tax asset) amounted to €417.5
million for ordinary tax loss carry-forwards (unogmized deferred tax asset impact of €136.2
million), compared to €332.0 million at December, 2008. The Group companies under the SUEZ
ENVIRONNEMENT COMPANY French tax consolidation regoze all deferred taxes on losses

carried forward.

The expiry dates for using unrecognized tax loss/darwards are presented below:

Ordinary tax-loss

In millions of euros
carry-forwards

2010 32.9
2011 10.2
2012 25
2013 434
2014 17.5
2015 and beyond 311.0
Total 417.5

Other temporary differences not recognized:

The amount of deferred tax assets on other unréedyiemporary differences amounted to €41.5
millions at December 31, 2009, compared to €116lgns at December 31, 2008.

7.4.2 Unrecognized deferred tax liabilities on taxMale temporary differences relating to
investments in subsidiaries, joint ventures and assiates

No deferred tax liabilities have been recognizedemporary differences when the Group is able to
control the timing of their reversal and it is pable that the temporary difference will not reverse
the foreseeable future. Furthermore, no deferrgdiadilities have been recognized for temporary
differences which do not result in tax paymentsrupioeir reversal (in particular as regards the
exemption of capital gains on sales of securitielBalgium and the elimination of the capital gaims

in France on sales of securities with effect framuhry 1, 2007).



NOTE 8 — EARNINGS PER SHARE

Dec. 31, 2009  Dec. 31, 2008

Numerator

Net income Group share (in millions of euros) 403.0 533.2

Denominator

Average number of shares outstanding (in millions) 4 88.7 489.4

Income per share (in euros)

Net income Group share, per share 0.82 1.09

The company has not issued any financial instrurtikely to result in the dilution in net income,
Group share, e.g., convertible bonds, etc.

The various share-based plans implemented in fisgad 2009 and reserved for Group employees are
based on existing shares (share-based paymerdesmébed in Note 23 of this chapter).



NOTE 9 - GOODWILL

9.1 MOVEMENTS IN THE CARRYING AMOUNT OF GOODWILL

In millions of euros

A. Gross amount

at December 31, 2007 2875.5
Acquisitions 327.2
Disposals 0.0
Translation adjustments (130.4)
Other (12.2)
at December 31, 2008 3060.1
Acquisitions 188.7
Disposals (24.3)
Translation adjustments 29.9
Other 7.2
at December 31, 2009 3261.6

B. Impairment

at December 31, 2007 (155.3)
Acquisitions (22.6)
Impairment losses (4.6)
Disposals 0.0
Translation adjustments 19.9
Other 0.0
at December 31, 2008 (162.6)
Acquisitions 0.0
Impairment losses (10.5)
Disposals 1.0
Translation adjustments (20.0)
Other 0.0
at December 31, 2009 (192.1)

C. Carrying amount=A+B

at December 31, 2008 2897.5
at December 31, 2009 3069.5

In 2009, the €188.7 million increase in the grostug of goodwill was due to new acquisitions
realized during the year as well as the completibthe process of recognizing individual assets and
liabilities at fair value on acquisitions realized2008.

Regarding acquisitions made during this fiscal ye&w goodwill was posted, specifically €168.6
million on Swire Sita related to the acquisitiontbé 50% not yet held by the Group. The process of
allocation of the purchase price to individual &ssand liabilities at fair value on this entity’s
statement of financial position will be completed2010. The final amount of goodwill may therefore
change.

Regarding acquisitions made in 2008, the changgoodwill related to completion of the purchase
price allocation process concerns the following panies:

- SUEZ ENVIRONNEMENT North America for -€16.3 miin on the acquisition of Utility
Services Company (USC).



- Sita France for the following acquisitions: Valbtizon for +€12.7 million, and Boone
Comenor Metalimpex for -€11.7 million.

Moreover, €24 million of the total €24.3 million dme in goodwill was due to the sale of
LondonWaste at Sita UK.

Translation gains and losses are primarily duéudations in the pound sterling exchange rate.

In 2008, the Group recognized additional goodwilttle following Business Units:

- Sita France; €163.5 million on the following atgjtions: Val Horizon, Boone Comenor
Metalimpex.

- SE Deutschland (€50.8 million) mainly for the ghase of BellandVision.
- SUEZ ENVIRONNEMENT North America (€113 million)of the purchase of 100% of
Utility Services Company (USC).

9.2 IMPAIRMENT TEST

All goodwill cash-generating units (CGUs) are tdster impairment. Impairment tests were carried
out by reference to the database as at the enthefahd to a review of events occurring in the séco
half of the year.

The recoverable value of CGUs is calculated byyapglvarious methods, including discounted cash
flow. The method of discounting cash flow is basadhe following:

- cash flow projections prepared over the duratibthe medium-term plan (MTP) approved by the
Group Management Committee. These are linked toratipg conditions estimated by the
Management Committee, specifically the durationcohtracts carried by entities of the CGU in
guestion, changes in rate regulation, and futundehgrospects,

- a terminal value for the period after the MTHcakated by applying the long-term growth ratehe t
standard EBITDA in the final year of the projecton

- a discount rate corresponding to the CGU as etifum of business-unit, country and currency risks
related to each CGU. The after-tax discount rapgdied in 2009 range from 5.2% to 8.5%. In 2008,
discount rates applied ranged from 5.0% to 8.6%.

When this method is used, the measurement of twveeable value of CGU goodwill is based on
three scenarios (low, medium and high), distingeishy changes in key assumptions. The medium
scenario is preferred.

Valuations thus obtained are systematically bra#lewwn by a comparison with the market multiples
method or the stock exchange capitalization metivbeén applicable.

Based on events reasonably foreseeable at this tiraeGroup believes there is no reason to find
impairment on the goodwill posted to the statemaifinancial position, and that any changes
affecting the key assumptions described below shioat result in excess book value over recoverable
amounts.

Main assumptions used for material goodwill
With the exception of the United Water, Sita UK,bag and Sita France CGUSs, the individual various
goodwill amounts do not represent more than 10%efGroup’s total goodwill amount.



The following table describes the method and distoate used in examining the recoverable amount
of the main Cash Generating Units:

Cash-generating units Valuation methods Discount rate
United Water multiples + DCF 5.23%
Sita UK multiples + DCF 6.02%
Agbar multiples + DCF + valuation applied for the delisting tender offer* 6.50%
Sita France multiples + DCF 5.80%

(* see note 2 of this chapter)

A change of 50 basis points upwards or downwardldrdiscount rate does not affect the recoverable
amounts of the various CGUs, which remain highanttineir book values.

Impact as a % on excess recoverable

Cash-generating units
value versus book value

+ 50 bp | + 50 bp

United Water 119% -76%
Sita UK 78% -61%
Agbar 64% -51%
Sita France 33% -26%

Main other CGUs
For Sita Nederland BV and SE Deutschland Gmbhdigeount rates applied in the discounted cash

flow method are 6.08% and 5.95%, respectively.

9.3 GOODWILL SEGMENT INFORMATION

The carrying amount of goodwill can be analyzeapgrating segments as follows:

In millions of euros Dec. 31, 2009 Dec. 31, 2008
Water Europe 725.1 726.8
Waste Europe 1,468.1 1,440.7
International 876.3 730.0
Other 0.0 0.0
Total 3,069.5 2,897.5

The segment breakdown set out above is based aptrating segments of the acquired entity (and
not on those of the acquirer).

At December 31, 2009, goodwill amounted to €3,068i8ion; this corresponded mainly to the
following cash-generating units (CGUs): Agbar (€68&illion), Sita France (€515 million), United
Water (€368 million), SITA UK (€354 million), SITAlederland BV (€227 million), Swire Sita (€209
million), SE Deutschland (€189 million), and UgliService Company (€93 million).



NOTE 10 — INTANGIBLE ASSETS

10.1 MOVEMENTS IN CARRYING AMOUNT OF INTANGIBLE ASS ETS




Intangible rights

. arising on
In millions of euros )
concession
Softwares contracts Other Total
A. gross amount
at December 31, 2007* 322.0 2,582.0 588.5 3,492.5
Acquisitions 28.0 148.6 10.4 187.0
Disposals (10.0) (13.8) (8.8) (32.6)
Translation adjustments (0.5) 20.6 (4.3) 15.8
Changes in scope of consolidation ** 1.6 59.2 (a) 80.0 (b) 140.8
Other 4.3 (0.2) 7.6 11.7
at December 31, 2008 345.4 2,796.4 673.4 3,815.2
Acquisitions 21.0 243.4 21.4 285.8
Disposals (17.5) (28.3) (6.0) (51.8)
Translation adjustments 0.7 (0.6) (0.6) (0.5)
Changes in scope of consolidation 6.6 72.8 (c) 77.2 (d) 156.6
Other (0.5) 100.8 45.4 (e) 145.7
at December 31, 2009 355.7 3,184.5 810.8 4,351.0
B. Accumulated amortization and
impairment
at December 31, 2007 (258.0) (1,292.7) (228.9) (1,779.6)
Amortization (22.8) (131.0) (21.0) (174.8)
Impairment losses 0.0 0.0 (0.2) 0.2)
Disposals 10.9 13.6 5.4 29.9
Translation adjustments 0.3 (7.4) 1.8 (5.3)
Changes in scope of consolidation 1.2) (19.3) 1.3) (21.8)
Other 0.1 (3.1) 6.8 3.8
at December 31, 2008 (270.7) (1,439.9) (237.4) (1,948.0)
Amortization (20.0) (113.8) (43.8) (177.6)
Impairment losses 0.0 (0.4) (0.5) (0.9)
Disposals 17.4 27.3 3.6 48.3
Translation adjustments (0.5) 4.9 0.1 4.5
Changes in scope of consolidation (4.0) (19.8) (28.2) (52.0)
Other 3.1 (0.4) 7.8 10.5
at December 31, 2009 (274.7) (1,542.0) (298.5) (2,115.2)
C. Carrying amount
at December 31, 2007 64.0 1,289.4 359.5 1,712.9
at December 31, 2008 74.7 1,356.6 435.9 1,867.2
at December 31, 2009 81.0 1,642.5 512.3 2,235.8

* Intangible rights linked to Chilean water contracts at Agbar were reclassified from Intangible rights on concession

contracts to Other on December 31, 2007.

** This reclassification was also applied to USC in 2008.



(&) The recognition at fair value of the existimaptract portfolio at the date Sadet was acquiredlted in an
increase of €55 million in “Intangible Rights Amgj on Concession Contracts” in the consolidated
statement of financial position.

(b) The change in the scope of consolidation for thth&é® intangible assets category is mainly reldtethe
entry of USC into the scope of consolidation withiire context of the application of the accounting
treatment of Business Combinations. It also inctudee entry of BellandVision into the scope of
consolidation, resulting in an increase of €28.0ioni.

(c) Entry into the scope of consolidation of intangilalesets linked to the concessions operated by Nuove
Acque, totaling €47 million.

(d) Impact related to the entry into the scope of cbdation of the depreciable intangible assets ob
Acque totaling €53 million, as well as the impadt the move of Swire Sita from proportionate
consolidation to full consolidation.

(e) The recognition at fair value of the existimntract portfolio of Boone Comenor within the cottef the
accounting treatment of Business Combinations¢ation of the purchase price).

() Impairment totaled €0.9 million in 2009, comparec®.2 million in 2008.

10.1.1 Intangible rights arising on concession coricts

The Group manages a large number of concessioractsis defined by SIC 29 (see Note 21) in the
drinking water distribution, wastewater treatmemtg waste segments. Infrastructure rights gramted t
the Group as concession operator, falling withie tcope of application of IFRIC 12, and
corresponding to the intangible model, are recaghimder intangible assets.

10.1.2 Non-amortizable intangible assets

Non-amortizable intangible assets amounted to €dbom at December 31, 2009 versus €50.6
million at December 31, 2008 and are presentedmitte "Other" category.

No impairment was posted in this category of assets

10.2 INFORMATION ON RESEARCH AND DEVELOPMENT EXPENS ES

Research and development activities relate to waristudies regarding technological innovation,
improvements in plant efficiency, safety, enviromta protection and service quality.

As in 2008, research and development expenses pamied to expenses, in the amount of €65
million.

Expenses related to in-house projects in the dpuatat phase that meet the criteria for recognéi®n
an intangible asset are not material.



NOTE 11 — PROPERTY, PLANT AND EQUIPMENT

11.1 MOVEMENTS IN THE CARRYING AMOUNT OF PROPERTY, PLANT AND
EQUIPMENT

In millions of euros Construc- Total property,
Plant and Capitalized tion in plant and
Land Buildings equipment Vehicles rehabilitation costs progress Other equipment

A. Gross amount

at December 31, 2007 1,262.6 1,977.3 4,863.3 1,259.2 509.8 540.4 1,661.4 12,074.0
Acquisitions 53.1 55.8 313.9 122.4 15 389.3 26.9 962.9
Disposals (44.3) (39.3) (148.6) (75.6) (3.1) 0.0 (21.7) (332.6)
Translation adjustments (139.3) (37.7) (146.0) (58.1) (30.5) (3.5) 1.2) (416.3)
Changes in scope of consolidation 80.4 143.3 62.9 35.1 2.3 2.1 12.8 338.9
Other 45.6 (41.6) 1,348.1 39.0 55 (341.7) (1,164.3) (109.4)
at December 31, 2008 1,258.1 2,057.8 6,293.6 1,322.0 485.5 586.6 513.9 12,5175
Acquisitions 95.0 40.6 194.1 71.6 0.0 351.8 24.1 777.2
Disposals (49.8) (39.8) (141.5) 91.2) (1.5) 0.0 (26.2) (350.0)
Translation adjustments 56.6 12.4 57.2 24.0 12.4 2.5 (0.4) 164.7
Changes in scope of consolidation @.7) 208.2 16.6 10.8 0.0 (1.6) 0.1 231.4
Other 17.6 (17.5) 222.2 355 (7.4) (337.0) (57.2) (143.8)
at December 31, 2009 1,374.8 2,261.7 6,642.2 1,372.7 489.0 602.3 454.3 13,197.0

B. Accumulated amortization and

impairment

at December 31, 2007 (603.4) (858.7) (2,759.2) (814.7) (501.7) (24.2) (593.5) (6,155.4)
Amortization (64.6) (79.1) (318.4) (118.7) (2.1) 0.0 (34.7) (617.6)
Impairment losses (3.8) (0.3) (3.5) 0.0 0.0 (0.2 (4.0) (11.8)
Disposals 32.4 40.4 146.6 713 2.7 0.0 19.7 313.1
Translation adjustments 81.1 19.4 55.7 34.4 30.5 0.4 25 224.0
Changes in scope of consolidation (4.4) (41.2) (14.8) (21.2) (2.4) 0.0 (7.7) 91.7)
Other (4.5) 4.1 (281.6) 1.0 (5.5) 20.2 294.0 27.7
at December 31, 2008 (567.2) (915.4) (3.175.2) (847.9) (478.5) (3.8) (323.7) (6,311.7)
Amortization (69.7) (88.0) (356.2) (118.3) 0.2) 0.0 (28.1) (660.5)
Impairment losses (12.4) (11.0) (15.0) 0.0 0.0 (0.9) 1.4) (40.7)
Disposals 46.9 45.6 134.2 85.4 15 2.4 25.2 341.2
Translation adjustments (34.7) 6.2) (31.9) (14.2) (12.4) 0.0 0.3 (99.7)
Changes in scope of consolidation 29 10.2 42.1 (7.8) 0.0 0.0 (0.1) 47.3
Other (15.1) 10.7 (5.4) 4.6 48 0.0 15.4 15.0
at December 31, 2009 (649.3) (954.1) (3,407.4) (898.2) (484.8) (2.3) (313.0) (6,709.1)

C. Carrying amount

at December 31, 2008 690.9 1,142.4 3,118.4 474.1 7.0 582.8 190.2 6,205.8
at December 31, 2009 725.5 1,307.6 3,234.8 474.5 4.2 600.0 141.3 6,487.9

In 2009, net changes in the scope of consoliddtaxh an impact on property, plant and equipment
totaling €278.7 million. They resulted from the rgninto the scope of consolidation of EVI at Sita
Nederland (€187.3 million), the disposal of Londadé by Sita UK (-€57.3 million) and various
entries into the scope of consolidation at Agb&9(8 million).

In 2008, net changes in the scope of consolidawere chiefly related to the addition of Boone
Comenor Metalimpex and of Val Horizon (environméatetivity of the Fayolle Group) within Sita
France as well as that of Essal within Agbar.



11.2 PLEDGED AND MORTGAGED ASSETS

Property, plant and equipment given in guaranteglédge financial debts totaled €135.4 million at
December 31, 2009, versus €148.3 million at Decerdbg2008.

11.3 CONTRACTUAL COMMITMENTS TO PURCHASE PROPERTY, PLANT AND
EQUIPMENT

In the ordinary course of their operations, cert&noup companies have also entered into
commitments to purchase, and related third pattieteliver, property, plant and equipment.

The Group's firm commitments to purchase prop@ignt and equipment amounted to €222.4 million
at December 31, 2009 versus €240.4 million at Déezr@1, 2008.

Moreover, an operating lease contract for Agbagadhoffice in Barcelona was signed in November
2004 between the owner, the La Caixa bank, and iAdifsat contract provides, in particular, for an
option to sell the building, at the sole initiatigéthe vendor, for a period stretching from Novemb
15, 2009 to November 15, 2014. This sale optionghadlue of €169.3 million at December 31, 2009.
In this way, Agbar is subject to a potential pusgh@ommitment in respect of the building for an
amount equal to the value of the sale option.



NOTE 12 — INTERESTS IN JOINT VENTURES

The summary financial statements of the princigabaiates are presented below:

. Percent Current  Non-current Current  Non-current
In millions of euros . . L
consolidated assets assets liabilities liabilities

at December 31, 2009

Hisusa Group (a) (b) 51.0 951.2 2,873.9 942.3 1,026.3
Total 951.2 2,873.9 942.3 1,026.3
at December 31, 2008

Hisusa Group (a) 51.0 1,173.6 2,611.9 1,155.9 733.3
Total 1,173.6 2,611.9 1,155.9 733.3

(a) Including Agbar, which is fully consolidated biysusa, in turn proportionately consolidated byERUIENVIRONNEMENT COMPANY
for 51%.

(b) Changes in current assets are mainly the restitte distribution by Agbar of a special divideriollowing Agbar’s disposal in 2007 of
Applus, a Group specializing in inspection andifieation activities.



NOTE 13 — FINANCIAL INSTRUMENTS

13.1 FINANCIAL ASSETS

The Group's financial assets are broken down heddllowing categories:

December 31, 2009

December 31, 2008

In millions of euros

Non-current Current Total Non-current Current Total
Available-for-sale securities 447.8 447.8 729.2 - 729.2
Loans and receivables carried at amortized cost 521.6 4,729.5 5,251.1 577.4 4,612.8 5,190.2
Loans and receivables carried at amortized cost (excluding 400.3 204.6 604.9 457.4 151.8 609.2
trade and other receivables)
Trade and other receivables 3,701.4 3,701.4 3,588.4 3,588.4
Other assets 121.3 823.5 944.8 120.0 872.6 992.6
Financial assets at fair value through income 44.8 1,152.8 1,197.6 89.6 51.3 140.9
Derivative financial instruments (Incl. Commodity derivatives) 44.8 11.7 56.5 89.6 0.3 89.9
Financial assets at fair value through income excluding derivatives 1,141.1 1,141.1 51.0 51.0
Cash and cash equivalents 2,711.7 2,711.7 1,668.5 1,668.5
Total 1,014.2 8,594.0 9,608.2 1,396.2 6,332.6 7,728.8
13.1.1 Available-for-sale securities
At December 31, 2007 1,143.6
Acquisitions 36.1
Net book value of disposals (117.5) (a)
Impairment (2.2)
Changes in fair value recorded in shareholders' equity (341.1) (b)
Changes in scope of consolidation, exchange rates and other 10.3
At December 31, 2008 729.20
Acquisitions 124.4 (c)
Net book value of disposals (307.3) (d)
Impairment (0.1)
Changes in fair value recorded in shareholders' equity (45.3) (e)
Changes in scope of consolidation, exchange rates and other (53.1) ()
At December 31, 2009 447.8

(a) Notably disposals of Indaver, SUEZ and Sakaiesh

(b) Impact of change in fair value of Available-f8ale securities relating to Gas Natural and Acea

(c) Essentially subscription to the Gas Naturaitehcrease

(d) Disposal of all shares held in Gas Natural

(e) Basically corresponds to the change in faiugabf the Acea and Acque Toscane shares, as welleas

impact of the sale of Gas Natural shares.



() Corresponds primarily to the entry into the pecof consolidation of Nuove Acque and Acque Toscan
(Italy).

Available-for-sale securities held by the Groupaled €447.8 million at December 31, 2009,
consisting of €92.9 million in listed securitiesda@354.9 million in unlisted securities.

Acquisitions during the period primarily correspeddio the subscription to the Gas Natural capital
increase totaling €89.0 million, at a price of €/r share.

Disposals during the period corresponded priméaoilthe sale of Gas Natural shares in the last guart
of 2009, totaling €324.9 million, generating a ¢alpgain of €24.8 million.

The Group examines the value of the various aVeifdy-sale securities on a case-by-case basis and
taking the market context into consideration, ttedaine whether it is necessary to recognize
depreciations.

For listed securities, the Group believes thatdimie in the trading price of over 50% from histori
cost, or a decline in the trading price below histoost for over 12 months, are objective indimas

of depreciation.

For listed securities, a decline of 10% in the lstmarket price would generate a €9.3 million dexlin
in equity.

The main line of unlisted securities is Aguas dée¥eaia, the value of which is determined based on a
multi-criteria analysis (DCF, multiples). A declioé10% in the total value of Aguas de Valencia
share would result in a -€13.5 million decline quity.

Gains and losses posted to equity and income fraitedle-for-sale securities are as follows:

Dividends Remeasurement Gaip/(loss) on
disposals
- Change in fair Impact of )
In millions of euros exchange Impairment
value
rates

Shareholders' equity (45.3) (0.0)

Income 33.9 - (0.1) 34.2
Total at December 31, 2009 33.9 (45.3) (0.0) (0.1) 34.2
Shareholders' equity (341.1) (0.0)

Income 33.0 (2.2) 54.8
Total at December 31, 2008 33.0 (341.2) (0.0) (2.2) 54.8




13.1.2 Loans and receivables carried at amortizedst

Dec. 31, 2009 Dec. 31, 2008

In millions of euros Non-current Current Total Non-current Current Total
Loans and rfacelvables carried at am.ortlzed 400.3 204.6 604.9 457.4 151.8 609.2
cost (excluding trade and other receivables)

Loans granted to affiliated companies 198.1 85.6 283.7 144.4 129.8 274.2

Concession receivables 191.6 115.8 307.4 298.4 195 317.9

Finance lease receivables 10.6 3.2 13.8 14.6 25 171
Trade and other receivables 37014 37014 3588.4 35884
Other assets 121.3 823.5 944.8 120.0 872.6 992.6

Rights to repayment 0.6 0.0 0.6 0.6 0.0 0.6

Tax receivables 363.0 363.0 439.0 439.0

Other receivables 120.7 460.5 581.2 119.4 433.6 553.0
Total 521.6 4729.5 5251.1 577.4 4612.8 5190.2

Depreciation and impairment on loans and receigatderied at amortized cost are shown below:

Dec. 31, 2009 Dec. 31, 2008
In millions of euros Gross D.epre.CIatlon Net Gross Depreganon Net
and impairment and Impairment
Loans z_ind receivables carried a_lt amortized cost 8195 (214.6) 604.9 776.0 (166.8) 609.2
(excluding trade and other receivables)
Trade and other receivables 3902.7 (201.3) 37014 37727 (184.3) 3588.4
Other assets 982.0 (37.2) 944.8 10285 (35.8) 992.6
Total 5704.2 (453.1) 5251.1 5577.2 (386.9) 5190.2

Net income and expenses on loans and receivaliesdcat amortized cost recognized in the income
statement break down as follows (including tradeeireables and other assets) :

Interest Post-acquisition valuation

Exchange-rate

In millions of euros offect Impairment
at December 31, 2009 39.5 0.2 (48.5)
at December 31, 2008 53.7 3.3 (29.0)

Loans granted to affiliated companies

"Loans granted to affiliated companies" primarihcludes loans to associates accounted for by the
equity method and to non-consolidated companied,aamounted to €184.7 million at December 31,
2009, versus €193.4 million at December 31, 2008.

The fair value of loans granted to affiliated comiga amounted to €301.0 million at December 31,
2009, versus €297.3 million in 2008. The net cagyamount of these loans was €283.7 million at
December 31, 2009 versus €274.2 million in 2008.

Trade and other receivables
On initial recognition, trade receivables are rdedrat fair value, which generally correspond$éirt

nominal value. Impairment losses are recorded dougito the estimated risk of non-recovery. This
item includes amounts due from customers undertieari®n contracts.



The carrying amount value posted to the statemdnfinancial position represents a good
measurement of fair value.

13.1.3 Financial assets measured at fair value thugh income

This item comprises derivative financial instrunseas well as financial assets carried at fair value
through income, and can be analyzed as follows:

Dec. 31, 2009 Dec. 31, 2008
In millions of euros Non-current Current Total  Non-current Current Total
Derivative financial instruments 44.8 11.7 56.5 89.6 0.3 89.9
Derivatives hedging borrowings 31.0 0.0 31.0 73.7 0.0 73.7
Derivatives hedging commodities 0.0 4.1 4.1 0.0 0.0 0.0
Derivatives hedging other items 13.8 7.6 21.4 15.9 0.3 16.2
Financial assets at fair value through income excluding derivatives 0.0 11411 1141.1 0.0 51.0 51.0
Financial assets qualified for fair value through income 11411 11411 51.0 51.0
Financial assets designated at fair value through income 0.0 0.0 0.0 0.0
Total 44.8 1152.8 1197.6 89.6 51.3 140.9

Commodity derivatives and derivatives hedging bemgs and other items are set up as part of the
Group's risk management policy and are analyzétbie 14.

Financial assets valued at fair value through ire@me mainly UCITS held for trading purposes and
are included in the calculation of the Group'sdedit (see Note 13.3).

In the context of its liquidity-strengthening pgliche Group issued €3 billion in bonds in 200%(se
Section 13.3.2). A portion of the funds thus cdielcwas invested in money market UCITS, and
another portion in short-term deposits with fiist-tbanks. These assets are intended to be used to
cover the Group’s refinancing needs in coming years

Income recognized on all financial assets measairéar value through income at December 31, 2009
was €6.8 million.

13.1.4 Cash and cash equivalents

The Group's financial risk management policy iscdegd in Note 14.

"Cash and cash equivalents" amounted to €2,711llibmat December 31, 2009 versus €1,668.5
million at December 31, 2008.

This item includes restricted cash amounting to.€4tillion at December 31, 2009 versus €181.1
million at December 31, 2008.

Income recognized in respect of "cash and caslvalguits" at December 31, 2009 amounted to €22.4
million versus €41.6 million at December 31, 2008.

13.1.5 Pledged and mortgaged assets

In millions of euros Dec. 31, 2009 Dec. 31, 2008

Pledged and mortgaged financial assets 12.1 115




13.2 FINANCIAL LIABILITIES

Financial liabilities include borrowings and delttade and other payables and other financial
liabilities classified under "Other liabilities ¢Bed at amortized cost”, together with derivative
instruments reported on the "Financial liabiliteggair value through income” line.

The Group's financial liabilities are classifiedden the following categories at December 31, 2009:

Dec. 31, 2009 Dec. 31, 2008

In millions of euros Non-current Current Total  Non-current Current Total
Borrowings 6 400.0 3680.2 10 080.2 5100.5 2620.8 7721.3
Derivative financial instruments 62.5 57.1 119.6 22.5 83.3 105.8
Trade and other payables - 3741.4 3741.4 - 3863.7 3863.7
Other financial liabilities 0.0 - 0.0 18.9 - 18.9
TOTAL 6 462.5 7 478.7 13 941.2 5141.9 6567.8 11 709.7

13.2.1 Borrowings and debt
Dec. 31, 2009 Dec. 31, 2008

In millions of euros Non-current Current Total Non-current Current Total
Bond issues 3763.0 31.0 3794.0 681.0 263.4 944.4
Draw-downs on credit facilities 121.0 633.0 754.0 416.7 87.4 504.1
Borrowings under finance leases 409.2 55.3 464.5 434.0 58.3 492.3
Other bank borrowings 1176.4 920.6 2097.0 1660.2 233.5 1893.7
Other borrowings 953.7 979.7 19334 1921.0 134.1 2 055.1
Borrowings 6423.3 2 619.6 90429 51129 776.7 5889.6
Bank overdrafts and current cash accounts 936.6 936.6 1823.2 1823.2
Outstanding borrowings 6 423.3 3556.2 9979.5 51129 2599.9 7712.8
Impact of measurement at amortized cost (23.3) 121.7 98.4 (22.4) 21.2 (1.2)
Impact of fair-value hedge 0.0 2.3 2.3 10.0 (0.3) 9.7
Borrowings 6 400.0 3680.2 10 080.2 5100.5 2 620.8 7721.3

Gains and losses on borrowings and debt recogivizéa: income statement mainly comprise interest
and are detailed in Note 6.

Borrowings are analyzed in paragraph 13.3 "Net.tebt

13.2.2 Derivative instruments (Inc. Commodity deriatives)

Derivative instruments recorded in liabilities areasured at fair value and may be analyzed as
follows:

Dec. 31, 2009 Dec. 31, 2008
In millions of euros Non-current Current Total Non-current Current Total
Derivatives hedging borrowings 495 35.6 85.1 11.9 31.2 43.1
Derivatives hedging commodities 0.0 16.7 16.7 - 51.4 51.4
Derivatives hedging other items 13.0 4.8 17.8 10.6 0.7 11.3

Total 62.5 57.1 119.6 22.5 83.3 105.8




These instruments are set up according to the Graigk management policy and are analyzed in
Note 14.

13.2.3 Trade and other payables

In millions of euros Dec. 31, 2009 Dec. 31, 2008
Trade payables 2018.5 2080.8
Amounts payable under construction 2005 1735
contracts

Advances and down-payments received 341.0 397.1
Payable on fixed assets 849.2 844.3
Concession liabilities 11.9 22.7
Capital renewal and replacement liabilities 320.3 345.3
Total 3741.4 3863.7

The carrying amount recorded in the statementnainitial position represents a good measurement of
fair value.

Capital renewal and replacement liabilities

This item includes the obligation of the concessiperators to repair and restore facilities torthei
original condition. The liabilities are determindg estimating the cost of renewing or replacing
equipment and restoring the sites under concegammording to IFRIC 12), discounted each year at
rates linked to inflation. Expenses are calculatedtract by contract, by distributing the likely
restoration and repair expenses over the durafitmeacontract.

13.2.4 Other financial liabilities

Other financial liabilities are analyzed as follows

In millions of euros Dec. 31, 2009 Dec. 31, 2008
Liabilities on share purchases 0.0 18.9
Other 0.0 0.0

Total 0.0 18.9




13.3 NET DEBT

Dec. 31, 2009 Dec. 31, 2008
In millions of euros Non-current Current Total  Non-current Current Total
Outstanding borrowings 6,423.3 3,556.2 9,979.5 5,112.9 2,599.9 7,712.8
Impact of measurement at amortized cost (23.3) 121.7 98.4 (22.4) 21.2 (1.2)
Impact of fair value hedge (a) 0.0 2.3 2.3 10.0 (0.3) 9.7
Borrowings and debt 6,400.0 3,680.2 10,080.2 5,100.5 2,6 20.8 7,721.3
Derivative hedging borrowings under
liabilities (b) see Note 13.2.2 49.5 35.6 85.1 11.9 31.2 43.1
Gross debt 6,449.5 3,715.8 10,165.3 51124 2,652.0 7,764.4
Financial assets valued at fair value through
income, see Note 13.1.3 0.0 (1,141.1) (1,241.1) 0.0 (51.0) (51.0)
Cash and cash equivalents 0.0 (2,711.7) (2,711.7) 0.0 (1,668.5) (1,668.5)
Derivative hedging borrowings under assets
(b) see Note 13.1.3 (31.0) 0.0 (31.0) (73.7) 0.0 (73.7)
Net cash (31.0) (3,852.8) (3,883.8) (73.7) (1,719.5) (1,793.2)
Net debt 6,418.5 (137.0) 6,281.5 5,038.7 932.5 5,971.2
Outstanding borrowings 6,423.3 3,556.2 9,979.5 5,112.9 2,599.9 7,712.8
Financial assets valued at fair value through
income 0.0 (1,141.2) (,141.1) 0.0 (51.0) (51.0)
Cash and cash equivalents 0.0 (2,711.7) (2,711.7) 0.0 (1,668.5) (1,668.5)
Net debt excluding amortized cost and
impact of derivative financial instruments 6,423.3 (2 96.6) 6,126.7 5,112.9 880.4 5,993.3

(a) This item corresponds to the revaluation ofititerest rate component of debt in a designateddéue hedging relationship.

(b) This item represents the fair value of debatierd derivatives irrespective of whether or noythee designated as hedges. It also includes
instruments designated as net investment hedges.

13.3.1 Change in net debt

Net debt increased by €310.3 million during 2008arily for the following reasons:

- The dividend payment made to SUEZ ENVIRONNEMENDMPANY shareholders
resulted in a €317.6 million increase in net debt.

- Entities entering the scope of consolidation éased net debt by €182.1 million
(primarily EVI).

- Moreover, the increase in net debt is also erpliiby the acquisitions made in 2009, in
particular those involving Swire Sita (acquisitioh50% of the securities not yet held),
Allren et Tianjin.

- Conversely, disposals of assets, particularly @es Natural shares held by SUEZ
ENVIRONNEMENT Holding BE (see Note 2), resultedardecline of €201.8 million
in net debt.



13.3.2 Bond issuances

During 2009, SUEZ ENVIRONNEMENT COMPANY undertooknamber of bond issuances as part

of an EMTN program set up at the start of the y@&e amount issued in 2009 totaled €3 billion,
including:

- An issuance of €1.3 billion at 5 years, bearingpapon of 4.875%, maturing April 8,
2014;

- An issuance of €800 million at 10 years, beaangpupon of 6.25%, maturing April 8,
2019;

- An issuance of €250 million at 8 years, bearingpapon of 5.20%, maturing June 8,
2017,

- An issuance of €500 million at 15 years, beaangpupon of 5.50%, maturing July 22,
2024,

- An issuance of €150 million at 8 years, bearingpapon of 4.50%, maturing October
12, 2017

13.3.3 Debt/equity ratio

In millions of euros Dec. 31, 2009 Dec. 31, 2008
Net debt 6,281.5 5,971.2
Total equity 4,418.1 4,170.0

Debt/equity ratio 142.2% 143.2%




NOTE 14 — MANAGEMENT OF RISKS ARISING FROM FINANCIA L INSTRUMENTS

The Group mainly uses derivative instruments to agenits exposure to credit, liquidity and market
risks.

141 MANAGEMENT OF RISKS ARISING FROM FINANCIAL INS TRUMENTS
EXCLUDING COMMODITIES

14.1.1 Fair value of financial instruments excludig commaodities

14.1.1.1 Financial assets

Financial instruments excluding commodities podteéssets are distributed as follows among the
various levels of fair value (fair value levels defined in Note 1.2.1) :

December 31, 2009

In millions of euros Total Level 1 Level 2 Level 3
Available-for-sale securities 447.8 92.9 354.9
Loans and receivables carried at amortized cost 604.9 604.9

Loans and receivables carried at amortized cost

(excluding trade and other receivables) 604.9 604.9
Derivative financial instruments 56.5 56.5
Derivatives hedging borrowings 31.0 31.0
Derivatives hedging commodities 4.1 4.1
Derivatives hedging other items 21.4 21.4
Financial assets at fair value through income 1,141.1 1,141.1
Financial assets at fair value through income excluding
derivatives 1,141.1 1,141.1
Total 2,250.3 92.9 1,802.5 354.9

Available-for-sale securities :
Listed securities — valued at the stock marketepoic the closing date — are considered Level 1.

Unlisted securities — measured using valuation risdokesed primarily on the most recent transactions,
discounted dividends or cash flow and net asseeyalre considered Level 3.

Loans and receivables carried at amortized costydmg trade and other receivables) :

Loans and receivables carried at amortized costl(dmg trade and other receivables) contain
elements that contribute to a fair value hedgirgtianship. These loans and receivables, for which
fair value is determined based on observable istemred exchange rate data, are considered Level 2.

Derivative financial instruments:

The portfolio of derivative financial instrumentsad by the Group within the context of its risk
management consists primarily of interest rate exchange rate swaps, rate options, and currency
swaps. The fair value of virtually all these contsais determined using internal valuation models
based on observable data, and may be consideredl 2.ev



Financial assets measured at fair value througimiec

Financial assets measured at fair value, calculzdsdd on observable data, are considered Level 2.

14.1.1.2 Financial liabilities

Financial instruments excluding commodities posteliabilities are distributed as follows among the
various levels of fair value (fair value levels defined in Note 1.2.1) :

In millions of euros December 31, 2009
Total Level 1 Level 2 Level 3
Borrowings 10,080.2 10,080.2
Derivative financial instruments 119.6 119.6
Derivatives hedging borrowings 85.1 85.1
Derivatives hedging commodities 16.7 16.7
Derivatives hedging other items 17.8 17.8

Other financial liabilities - -

Total 10,199.8 - 10,199.8 -

Borrowings :

Borrowings include bond issuances contributing téaia value hedging relationship. These bond
issuances, the fair value of which is calculategeldaon observable interest rate and exchange rate
data, are considered Level 2.

Derivative financial instruments:

See 14.1.1.1

14.1.2 Counterparty risk

The Group is exposed to counterparty risk throughoperating activities on the one hand, and
through its financial activities on the other.

Operating activities

Counterparty risk arising from trade and other redgles

The maturity of past-due trade and other receiisléroken down below:



Assets not

| il f Non-impaired assets past due at the Impaired . ired |
n millions of euros closing date e impaired or Total
past due
Trade and other receivables 0-6 6-12 Over one Total Total Total Total
months months year
at December 31, 2009 149.7 22.2 44.1 216.0 201.2 3485.5 3902.7
at December 31, 2008 367.5 77.0 105.6 550.1 183.0 3039.6 3772.7

The age of receivables that are past due but mmined may vary significantly depending on the type
of customer with which the Group companies do ssn(private companies, individuals or public
authorities). The Group decides whether to reca@gmpairment on a case-by-case basis according to
the characteristics of the various types of custemEhe Group does not consider that it is exptsed
any material credit concentration risk in respdceeoeivables.

Counterparty risk arising from other assets

Other assets, which include tax receivables andratceivables, are neither past-due nor impaired.
Moreover, the Group does not consider that it gosed to any counterparty risk on those assets.

Financial activities

The Group’s maximum exposure to counterparty riskts financial activities may be measured in
terms of the book value of financial assets exclgdivailable-for-sale securities and the fair vaitie
derivatives posted to assets on the statemennandial position (i.e., €8,215.5 million at Decembe
31, 2009, and €6,007.1 million at December 31, 2008

Counterparty risk arising from past-due loans amtkivables carried at amortized cost (excluding
trade and other receivables)

The maturity of past-due loans and receivablesezh@at amortized cost (excluding trade and other
receivables) is analyzed below :

| il ; Non-impaired assets past due at the Impaired .Assc.atsdnot -
n millions of euros closing date assetg Mpaired or ota
past due
Loans and receivables carried
at amortized cost (excluding 0-6 6-12 Over one Total Total Total Total
. months months year
trade and other receivables)
at December 31, 2009 8.6 0.1 0.1 8.8 214.6 597.4 820.8
at December 31, 2008 5.8 18.4 83.9 108.1 104.1 564.2 776.4

Loans and receivables carried at amortized coslyding trade and other receivables) do not include
items relating to impairment, change in fair vatweamortized cost. The change in these items is
presented in Note 13.1.2 "Loans and receivablamattized cost."



Counterparty risk arising from investing activities

The Group is exposed to counterparty risk on tlvestment of its excess cash and cash equivalents,
financial assets recognized at fair value throungioine (excluding derivatives) and through the dse o
derivative financial instruments. Counterparty rigirresponds to the loss which the Group might
incur in the event of counterparties failing to méeeir contractual obligations. In the case of
derivative instruments, that risk corresponds tsitp fair value.

The Group invests the majority of its cash surgused negotiates its financial hedging instruments
with leading counterparties. As part of its coupgety risk management policy, the Group has put in
place procedures for the management and controbuaiiterparty risk based on the accreditation of
counterparties according to their credit ratingsaricial exposure and objective market factorsdiCre
Default Swaps, stock market capitalization, eta.)tlte one hand, and the definition of risk limits o
the other.

At December 31, 2009, total cash and cash equitsalexposed to counterparty risk was €3,883.8
million. Investment-grade counterparties (counterga with minimum Standard & Poors’ rating of
BBB- or Moody’s rating of Baa3) represented 88.0ftash and cash equivalents (risk-weighted for
each investment, depending upon type, currency raatlrity). The remainder of the Group’s
exposure was with unrated counterparties (11.1%)xamterparties rated non-investment grade
(0.2%). Most of the two latter types of exposur@sisted of consolidated companies with minority
interests or Group companies operating in emerginmtries where cash cannot be centralized and is
therefore invested locally. Unrated counterparéis® often correspond to local subsidiaries ofdrate
groups.

Moreover, at December 31, 2009, no counterpartgioetthe GDF SUEZ Group represented more
than 17.5% of cash and cash equivalents (estintékdveightings of each investment depending
upon type, currency and maturity).

14.1.3 Liquidity risk

14.1.3.1 Available cash

The Group's financing policy is based on the follayyprinciples:
- Framework Financing Agreement with GDF SUEZ innpéated in June 2008.
- diversification of financing sources between ltla@king and capital markets.
- balanced repayment profile of financial debt.

At December 31, 2009, the Group had available cd€8,883.8 million (including €1,141.1 million
in UCITS held for trading purposes and €31.0 millio financial derivatives). Almost all surplus bas
was invested in short-term banking deposits andlaegash UCITSs.

In addition, at December 31, 2009, the Group spathy had €1,807.7 million in confirmed credit
facilities, including €754.0 million already drawanused credit facilities therefore totaled €1,053.
million, €285.8 million of which will be maturingni2010.

Bank loans represented 30% of the Group's grossidial debt (excluding bank overdrafts, and the
amortized cost and impact of derivatives). Finag@n the markets (use of securitization for 3%; use
of bond borrowings for 40%) represented 43 % of thtal.

The Group predicts that its financing needs forrtian investments that it is considering will betme
by its available cash, the sale of UCITS held fading purposes, future cash flows arising from



operating activities and the potential use of treglit facilities at its disposal (including thosgsang
from the implementation of the financing contragtesed with GDF SUEZ).

In addition, the Group does not rule out refinaggoart of its debt in 2010 by tapping the short/and
long-term debt capital markets, or bank borrowirigsarket conditions are favorable. As in 2009, any
market refinancings will be carried out by SUEZ BRONNEMENT COMPANY. Finally, if
necessary, specific financing may be put in placespecific projects.

14.1.3.2 Undiscounted contractual payments

Undiscounted contractual payments on outstandimgtwngs by maturity and type of lenders are as

follows:

at December 31, 2009 TOTAL 2010 2011 2012 2013 2014 Beyond 5

In millions of euros years
Debt with GDF SUEZ 1939.2 12995 6.0 6.0 462.8 33.0 131.9
Bond or bank borrowings 8 040.3 2 256.7 183.4 688.8 223.8 1508.2 31794
Total 9979.5 3556.2 189.4 694.8 686.6 1541.2 33113
Moreover, at December 31, 2009, undiscounted ccioih payments on outstanding borrowings
broke down as follows by maturity and type:

at December 31, 2009 TOTAL 2010 2011 2012 2013 2014 Beyond 5

In millions of euros years
Bond issues 3794.0 31.0 13 34.6 1.4 1338.2 23875
Draw-downs on credit facilities 754.0 633.0 0.0 63.2 0.0 0.0 57.8
Borrowings under finance leases 464.5 55.3 45.0 46.3 45.3 42.0 230.6
Other bank borrowings 2097.0 920.6 122.9 283.0 168.1 146.4 456.0
Other borrowings 19334 979.7 20.2 267.7 471.8 14.6 179.4
Bank overdrafts and current cash accounts 936.6 936.6 0.0 0.0 0.0 0.0 0.0
Qutstanding borrowings 99795 3 556.2 189.4 694.8 686.6 1541.2 3311.3
Financial assets at fair value through income (1141.2) (1141.2) 0.0 0.0 0.0 0.0 0.0
Cash and cash equivalents (2711.7) (2711.7) 0.0 0.0 0.0 0.0 0.0
Net debt excluding amortized cost and

impact of derivative financial 6 126.7 (296.6) 189.4 694.8 686.6 1541.2 3311.3
instruments

at December 31, 2008 TOTAL 2009 2010 2011 2012 2013 Beyond 5

In millions of euros years
Qutstanding borrowings 7712.8 2599.9 2218.7 136.9 464.1 738.5 1554.7
Financial assets at fair yalue through income (1719.5) (1719.5) 00 0.0 0.0 0.0 00
and cash and cash equivalents

Net debt excluding amortized cost and

impact of derivative financial 5993.3 880.4 2218.7 136.9 464.1 738.5 1554.7

instruments




At December 31, 2009, undiscounted contractual @asts interest payments on outstanding debt
broke down as follows by maturity:

at December 31, 2009

ee TOTAL 2010 2011 2012 2013 2014 Beyond 5
In millions of euros years
Undiscounted contractAuaI cash flpws interest 2 698.2 3426 301.9 205.9 281.2 2409 12357
payments on outstanding borrowings
at December 31, 2008 TOTAL 2009 2010 2011 2012 2013 Beyond 5
In millions of euros years
Undiscounted contract_ual cash fI_ows interest 1504.1 241.0 189.7 1426 130.9 1811 618.8
payments on outstanding borrowings

At December 31, 2009, undiscounted contractual paysnon outstanding derivatives (excluding

commodity instruments) recognized in liabilitiesdamssets broke down as follows by maturity (net
amounts):

at December 31, 2009

Ce TOTAL 2010 2011 2012 2013 2014 Beyond 5
In millions of euros years
Derivatives (excluding commodities) 6.1 (2.7) (2.2) 3.0 2.9 1.9 3.2
at December 31, 2008 TOTAL 2009 2010 2011 2012 2013 Beyond 5
In millions of euros years
Derivatives (excluding commodities) (50.4) (51.5) 9 8 3.6 (0.1) (1.1) (11.2)

In order to best reflect the current economic emstances of its operations, cash flows related to
derivatives posted to liabilities and assets asvehabove correspond to net positions. Moreover, the

amounts presented above have a positive sign icathe of an asset, and a negative sign in theofase
a liability.

Maturities of confirmed undrawn credit facilitieseaas follows:

Confirmed but undrawn credit facilities

TOTAL 2010 2011 2012 2013 2014 Beyond 5
years
In millions of euros
at December 31, 2009 1 053.7 285.8 120.4 473.7 80.3 60.0 33.5
TOTAL 2009 2010 2011 2012 2013 Beyond 5
years
at December 31, 2008 954.9 200.8 430.7 150.0 61.2 81.7 30.5

At December 31, 2009, no single counterparty acssufor more than 14% of the Group's confirmed
undrawn credit lines.

14.1.4 MARKET RISKS

14.1.4.1 Currency risk

The Group is exposed to financial statement tréinslaisk due to the geographical spread of its
activities: its statement of financial position amtome statement are impacted by changes in



exchange rates upon consolidation of the finarst@lements of its foreign subsidiaries outside the

eurozone. Exposure to translation risk arises disfignfrom net assets held by the Group in the
United States and the United Kingdom.

The Group's hedging policy with regard to investteeim non-eurozone currencies consists of

contracting liabilities denominated in the sama@uoey as the cash flows expected to derive from the
hedged assets.

Contracting a liability in the same currency is thest natural form of hedging, although the Group
also enters into foreign currency derivatives #ilmiw it to artificially recreate foreign currendgbt.

Exposure to currency risks is reviewed on a monhlsis. The asset cover ratio (corresponding to the
ratio between the book value of an asset denonunate foreign currency outside the eurozone, and
the debt assumed for that asset) is periodicallieweed in light of market conditions and whenever

assets are acquired or sold. Any significant chamdiee cover ratio is subject to prior approvaltbg
Treasury Committee.

Taking financial instruments into account, 57% et debt was denominated in euros, 18% in US
dollars and 7% in pounds sterling at the end of02@0mpared with 59% in euros, 18% in US dollars
and 7% in pounds sterling at the end of 2008.

Analysis of financial instruments by currency
Gross debt

December 31, 2009 December 31, 2008

After After

Before hedging

hedging

Before hedging

hedging

€ Zone

US $ Zone

£ Zone

Other currencies

7%
10%

3%
10%

69%
12%

5%
14%

68%
14%

4%
14%

61%
14%

7%
18%

Total

100%

100%

100%

100%

Net debt :

December 31, 2009

December 31, 2008

Before hedging

After
hedging

Before hedging

After
hedging

€ Zone

US $ Zone

£ Zone

Other currencies

70%
16%

3%
11%

57%
18%

7%
18%

68%
17%

4%
11%

59%
18%

7%
16%

Total

100%

100%

100%

100%




Foreign currency derivatives
Derivatives used to hedge currency risk are presidotlow.

Foreign currency derivatives December 31, 2009 December 31, 2008
Total Total Total Total

In millions of euros market nominal market nominal
value value value value

Fair value hedges 0.9 273.9 (2.7) 124.6

Cash-flow hedges (0.3) 15.2 0.0 20.2

Net investment hedges 11.0 618.0 39.4 203.1

Derivative instruments not qualifying (8.5) 616.0 29.6 248.5

for hedge accounting

Total 3.1 1523.1 66.3 596.4

The market values shown in the table above ardiym$dr an asset and negative for a liability.

The Group defines foreign currency derivatives legldpy firm foreign currency commitments as
fair-value hedges.

Cash-flow hedges correspond mainly to hedges afdubperating foreign-currency cash flows.
Net investment hedging instruments are mainly cuyeswaps.

Derivative instruments not qualified for hedgingnsist of structured instruments, which because of
their type and because they do not meet the eftawiss criteria defined in IAS 39, cannot be
gualified as hedges for accounting purposes. Tkhes#racts economically cover foreign currency
commitments. Further, the effect of foreign cursederivatives is almost entirely offset by foreign

exchange income on the hedged items.

14.1.4.2 Interest rate risk

The Group's aim is to reduce financing costs bytilig the impact of interest rate fluctuations ¢ i
income statement.

The Group's aim is to achieve a balanced inteegststructure for its net debt in the medium tebm (
to 15 years) using a mixture of fixed and floatmages. The interest rate mix may change depending
on market trends.

The Group also has access to hedging instrumegpesifgally swaps), to protect itself from increase
in interest rates in the currencies in which it haasumed debt.

The Group's exposure to interest rate risk is mashagntrally and reviewed regularly (generally on a
monthly basis) during meetings of the Treasury Cdtem Any significant change in the interest rate
mix is subject to prior approval by Management.

The cost of debt is sensitive to changes in intaass on all floating-rate debt. The cost of dsbt
also affected by changes in market value of ddvigahstruments not classified as hedges under IAS
39.

The Group's main exposure to interest rate risgearifrom loans and borrowings denominated in
euros, US dollars and pounds sterling, which repmesi 82% of net debt at December 31, 2009.

The breakdown by type of gross debt, net debt aadd to affiliated companies, before and after
impact of hedging instruments, is shown in theof@lhg tables:



Financial instruments by rate type

Gross debit:
. After . After
Before hedging hedging Before hedging hedging
Floating rate 43% 52% 61% 57%
Fixed rate 57% 48% 39% 43%
Total 100% 100% 100% 100%
Net debt:
December 31, 2009 December 31, 2008
. After . After
Before hedging hedging Before hedging hedging
Floating rate 7% 22% 50% 45%
Fixed rate 93% 78% 50% 55%
Total 100% 100% 100% 100%
Loans granted to affiliated companies: (gross angjun
December 31, 2009 December 31, 2008
. After . After
Before hedging hedging Before hedging hedging
Floating rate 82% 82% 36% 36%
Fixed rate 18% 18% 64% 64%
Total 100% 100% 100% 100%
I nterest rate derivatives
Derivatives used to hedge interest rate risk ageguted below.
Interest rate derivatives December 31, 2009 | December 31, 2008
Total Total Total Total
In millions of euros market nominal market nominal
value value value value
Fair-value hedges 151 2539.9 20.3 769.2
Cash-flow hedges (42.2) 1019.3 (31.8) 893.8
Derivative instruments not qualifying (16.7) 318.9 (16.2) 207.5
for hedge accounting
Total (43.8) 3878.1 (27.7) 1870.5

The market values shown in the table above ardipm$or an asset and negative for a liability.




Interest rate instruments qualifying as fair vahexiges correspond mainly to interest rate swaps
transforming fixed-rate debt into floating-rate teb

Cash-flow hedges correspond mainly to hedges afifig-rate debt.
Instruments not qualified for hedging consist ostioments which, because of their type and
endorsement, and because they do not meet thdiwdfezss criteria defined in IAS 39, cannot be

gualified as hedges for accounting purposes, éwvaugh they cover the borrowings economically.

14.1.4.3 Specific impact of currency and interagt hedges

Fair-value hedges:

At December 31, 2009 the net impact of fair valeeldes recognized in the income statement was
+€7.3 million.

Cash-flow hedges:

The breakdown by maturity of the market value @& tbreign currency and interest rate derivatives
designated as cash flow hedges is as follows:

- Market value of derivatives by
In millions of euros

maturity date
Y+1 (24.0)
Y+2 (9.9)
Y+3 (4.9)
Y+4 (1.3)
Y+5 (1.1)
> 5 years (1.3)
Total (42.5)

At December 31, 2009, unrealized gains and lossestly recognized in equity Group share over the
period amounted to a loss of -€19.9 million (inéhgdthe impacts on companies consolidated by the
equity method).

The ineffective portion of cash-flow hedges recagdiin income was +€0.4 million.

Net investment hedges :

The ineffective portion of net investment hedgesogmized in income represented a gain of +€6.9
million.

14.1.4.4 Sensitivity analysis: foreign currency artdrest rate instruments

The sensitivity analysis was based on the debtiposas at the statement of financial position date
(including derivative instruments).

As regardghe foreign currency risk, the sensitivity calculation consists in evalugtthe impact in
the consolidated financial statements of change®rgign currency rates against the euro +/-10%
compared to closing rates.

Impact on income :
Changes in exchange rates against the euro omgtaffcome through gains and losses on liabilities

denominated in a currency other than the repoximgency of the companies carrying the liabilities
on their statement of financial position, and te #xtent that these liabilities do not qualify & n



investment hedges. A uniform +/- 10% change inifprecurrencies against the euro would yield a
gain or loss of €1.2 million.

Impact on equity:
For financial liabilities (debt and derivatives)siated as net investment hedges, a uniform 10%
change in foreign currencies against the euro waulgact equity by €95.1 million. This impact

would be offset by any countereffect on the neestment in the hedged currency.

For interest rate risk, sensitivity corresponds to a 1% rise or fall lie tyield curve compared with
year-end interest rates.

Impact on income:
A 1 point increase in short-term interest rates @b currencies) on the nominal amount of floating

rate net debt and the floating-rate component oiatves, would have a negative impact of -€6.9
million on net interest expense.

Impact on equity :
A uniform increase of 1 point in short-term intdrestes (for all currencies) would have a positive
equity impact of €32.3 million due to the changefar value of qualified cash-flow hedging
derivatives.

14.1.4.5 Market risk on available-for-sale secesiti

At December 31, 2009, available-for-sale securitiekl by the Group amounted to €447.8 million
(see Note 13.1.1).

A 10% fall in the value of the listed securitiesuldbhave a negative impact of around €9.3 million o
Group shareholders' equity. The Group's portfalitisted and unlisted equity investments is managed
in accordance with a specific investment policyp&¢és on the equity portfolio are submitted to
Executive Management on a regular basis.

14.2 MANAGEMENT OF RISKS ARISING FROM FINANCIAL INS TRUMENTS LINKED
TO COMMODITIES

14.2.1 Hedging operations

The Group sets up cash flow hedges on fuel andrigiec as defined by IAS 39, by using the
derivative instruments available on over-the-coumtarkets, whether they are firm commitments or
options, but always paid net. The Group’s aim ipitotect itself against adverse changes in market
prices which may specifically affect its supply ts0s



14.2.2 Fair value of derivative instruments linkedo commodities

The fair values of derivative instruments linkedctimmodities at December 31, 2009 and 2008 are

presented in the table below:

December 31, 2009

December 31, 2008

Assets Liabilities Assets Liabilities
In millions of euros Current bl Current AL Current Non- Current Non-
current current current current
Cash-flow hedges 4.1 - 16.7 - - - 51.4 -
TOTAL 4.1 0.0 16.7 0.0 0.0 0.0 51.4 0.0
The fair value of cash flow hedging instrumentgype of commaodity breaks down as follows:
December 31, 2009 December 31, 2008
Assets Liabilities Assets Liabilities
In millions of euros Current Non- Current Non- Current Non- Current Non-
current current current current
ELECTRICITY 4.1 - - - - - - -
Swaps 4.1 = = = - - - -
Options - - - - - - - -
Forwards/futures - - - - - - - -
OIL - - 16.7 - - - 51.4 -
Swaps - - 16.7 - - - 51.4 -
Options - - - - - - - -
Forwards/futures - - - - - - - -
TOTAL 4.1 0.0 16.7 0.0 0.0 0.0 51.4 0.0




NOTE 15 - EQUITY

15.1 SHARE CAPITAL

Value
Number of shares (in millions of euros)
Outstanding Additional paid-

Total Treasury shares shares Share capital in capital Treasury shares
At December 31, 2007 489,699,060 0 489,699,060 1,958.6 4,198.8 0.0
Share issued 0.2
Purchase and disposals of treasury shares 1,350,000 -1,350,000 17.1
At December 31, 2008 489,699,060 1,350,000 488,349,060 1,958.8 4,198.8 171
Issuance
Allocation to legal reserve -195.9
Purchase and disposals of treasury shares -1,049,000 1,049,000 -12.4
At December 31, 2009 489,699,060 301,000 489,398,060 1,958.8 4,002.9 4.7

At the date of listing, on July 22, 2008, the sheapital of SUEZ ENVIRONNEMENT COMPANY
was €1,958.8 million, made up of 489,699,060 shivas value of €4.00 and issue premium of €8.6
per share).

15.2 TREASURY SHARES AND SHARE REPURCHASE PROGRAM

A one-year liquidity contract, renewable by tagteement, in an initial amount of €40 million, was
concluded with Crédit Agricole Cheuvreux on July 2808. The aim of this contract is to reduce the
volatility of the SUEZ ENVIRONNEMENT COMPANY shargrice and it complies with the
professional ethics charter drawn up by #esociation francaise des entreprises d'investiesém
(French association of investment companies).

There were 301,000 treasury shares (including 201f@Id under the liquidity contract and 100,000
under the bonus share allocation plan) at DeceBhe2009 with a value of €4.7 million, compared to
1,350,000 shares at December 31, 2008 with a \dlg&7.1 million.

15.3 OTHER INFORMATION ON PREMIUMS AND CONSOLIDATED RESERVES

Consolidated premiums and reserves (including irctom the year) (€2,010 million at December 31,
2009) incorporate the legal reserve of SUEZ ENVIREVENT COMPANY. Under French law,
5% of the net income of French companies must loeatked to legal reserves until they total 10% of
share capital. By Board of Directors resolutioriMarch 2009, the legal reserve was fully established
by drawing €195.9 million from the issuance premiuithis reserve may be distributed to
shareholders only in the event of the liquidatibthe company.

15.4 DIVIDEND DISTRIBUTION

A resolution will be proposed at the SUEZ ENVIRONMENT COMPANY Shareholders’ Meeting
convened to approve the financial statements ferfisgtal year ended December 31, 2009, to pay a
dividend of €1.30 per share, totaling €636.6 milidAn interim payment of €0.65 per share had
already been made on June 2, 2009.

Subject to approval by the Shareholders’ Meetihig dividend, net of the interim already paid, will
be paid out during the first half of 2010. This idend is not recognized under liabilities in the
financial statements at December 31, 2009 ; tHaaedial statements being presented before dividend
allocation.



15.5 TOTAL GAINS AND LOSSES RECOGNIZED IN EQUITY (G ROUP SHARE)

In millions of euros DEE EX, 2EE 2 25 S
2007 Change 2008 Change 2009

Available-for-sale securities 367.4 (320.7) 46.7 (44.4) 2.3
Net investment hedges 12.5 22.3 34.8 5.7 40.5
Cash-flow hedges 7.7 (35.3) (27.6) (7.1) (34.7)
Commodity cash-flow hedges 3.0 (54.6) (51.6) 354 (16.2)
Actuarial gains and losses 255 (115.7) (90.2) (1.9 (92.1)
Deferred taxes (97.0) 113.3 16.3 25.7 42.0
Share of associates, net of tax 0.1 (0.1) 0.0 (9.4) (9.4)
Translation adjustments on above items 93.2 72.5 165.7 (17.9) 147.8
Sub-total 412.4 (318.3) 94.1 (13.9) 80.2
Translation adjustments on other items (186.9) (111.8) (298.7) 5.9 (292.8)
Total 225.5 (430.1) (204.6) (8.0) (212.6)

15.6 EQUITY MANAGEMENT

SUEZ ENVIRONNEMENT COMPANY strives to optimize ifsnancial structure on a continuous
basis by achieving an optimal balance between abt dnd equity as shown in the consolidated
statement of financial position. The main aim af Broup in terms of managing its financial struetur
is to maximize value for shareholders, reduce thet of capital, maintain a strong rating while
ensuring the desired financial flexibility in ord&r seize external growth opportunities which will
create value. The Group manages its financial strec@and makes adjustments in light of changes in
economic conditions.

The management aims, policies and procedures kaw&med identical for several fiscal years.



NOTE 16 - PROVISIONS

At December 31, 2009:

Impact of
Reversals  Changes unwinding

In millions of euros Reversals  (surplus inscope of  discount Transla-

Dec. 31, Allow- (utili- provi- conso- adjust- tion adjust- Dec. 31,
2008 ances zations) sions) lidation ments (1) ments (2) Other 2009
Pensions and other
employee benefits 428.9 16.9 (22.6) 0.0 (5.2) 17.1 (3.3) 11.0 442.8
Sector-related risks 102.3 17.0 (24.5) (2.3) 20.4 0.0 0.1 (8.0) 105.0
Warranties 34.5 7.0 (2.6) (1.0) 6.5 0.0 (0.5) (2.5) 41.4
Tax risks, other disputes
and claims 125.0 60.9 (48.9) (0.5) 0.1 0.0 0.3 4.2) 132.7
Site restoration 485.3 324 (37.6) (0.6) 0.0 (1.9) 12.9 0.0 490.5
Restructuring costs 19.7 31.2 (15.7) 1.2) 0.1 0.0 0.0 0.5 34.6
Other contingencies 132.3 59.1 (47.3) (1.8) 0.1 0.1 17 (2.2) 142.0
Total provisions 1,328.0 224.5 (199.2) (7.4) 22.0 15.3 11.2 (5.4) 1,389.0

(1) The amount shown in respect of pensions aner@mployee benefit obligations relates to therédt cost on pension obligations, net
of the expected return on plan assets.

(2) The Group reported €11.2 million in translatlosses at December 31, 2009 related mainly ttJthand Australian subsidiaries.

The allowances, reversals and changes presented abd resulting from the unwinding of discount
adjustments are presented as follows in the incsiatement for 2009:

In millions of euros Net allowances

Income from operating activities 3.7)
Other financial income and expenses 15.3
Income tax expense 21.6
Total 33.2

16.1 PENSIONS AND OTHER EMPLOYEE BENEFITS

See Note 17.



16.2 SECTOR-RELATED RISKS

This item includes primarily provisions for riskelating to court proceedings involving the
Argentinean contracts and to warranties given innection with divestments that are likely to be
called upon.

16.3 TAX RISKS, OTHER DISPUTES AND CLAIMS

This item includes provisions for ongoing disputeglving employees or social security agencies
(social security contribution relief, etc.), disesitarising in the ordinary course of business ¢enst
claims, accounts payable disputes), tax adjustnaamttax disputes.

16.4 SITE RESTORATION

The June 1998 European Directive on waste managem&nduced a number of obligations
regarding the closure and long-term monitoringaofdfills. These obligations lay down the rules and
conditions incumbent on the operator (or ownetefdite where the operator fails to comply with its
obligations) in terms of the design and scale ofagje, the collection and treatment of liquid
(leachates) and gas (biogas) effluents. It alsaires provisions for these facilities to be inspect
over a 30 year period after closure.

These obligations give rise to two types of pranisi (rehabilitation and long-term monitoring)
calculated on a case-by-case basis depending osittheoncerned. In accordance with the accrual
basis of accounting, the provisions are recordent the period that the site is in operation, pta ta

the depletion of landfill capacity (void-space) {ofdang of income and expenses). Costs to be indurre
at the time of a site's closure or during the lterga monitoring period (30 years after a site istsh
down within the European Union) are discounted tesent value. An asset is recorded as a
counterparty against the provision. It is depreaian line with the depletion of the landfill cajigicor

the need for coverage, during the period.

The calculation of rehabilitation provisions (aé ttime the facility is shut down) depends on whethe
the capping used is: semi-permeable, semi-permedtiiedrainage, or impermeable. That choice has
a considerable impact on future levels of leackffleents and therefore on future costs of treating
such effluents. Calculating the provision requimesevaluation of the cost of rehabilitating theaatie

be covered. The provision recorded in the staterokfinancial position at year-end must cover the
costs of rehabilitating the untreated surface @ldterence between the fill rate and the percemtaiy
the site's area that has already been rehabiljtaléeé amount of the provision is reviewed eaclr yea
based on work completed or still to be carried out.

The calculation of the provision for long-term mtmning depends on the costs linked to the
production of leachate and biogas effluents orotiee hand, and on the amount of biogas recycled on
the other. Biogas recycling represents a sourcevanue and is deducted from long-term monitoring
expenses. The main expense items arising from tiemg-monitoring obligations relate to:

» construction of infrastructure (biogas recyclingility, installation of leachate treatment
facility) and the demolition of installations usetiile the site was in operation;

» upkeep and maintenance of the protective cappinadrthe infrastructure (surface water
collection);



» control and monitoring of surface water, undergbwater and leachates;
» replacement and repair of observation wells (piegtemwells);
» leachate treatment costs;

» biogas collection and processing costs (taking iat@ount any revenues from biogas
recycling).

The provision for long-term monitoring obligatiomfiich should be recorded at year-end depends on
the fill rate of the facility at the end of the e, the estimated aggregate costs per year andnier
(based on standard or specific costs), the estineltesure date of the site and the discount rate
applied to each site (depending on its residua).lif

16.5 OTHER CONTINGENCIES

"Other contingencies” mainly includes provisionsr foniscellaneous employee-related and
environment-related litigation and for various Imgsis risks.



NOTE 17 — PENSIONS AND OTHER EMPLOYEE BENEFITS OBLIGATIONS

17.1 DESCRIPTION OF THE MAIN PENSION PLANS AND RELA TED BENEFITS

Most Group companies grant their employees post@mment benefits (pensions and early
retirement plans, retirement bonuses, medical egerbenefits in kind, etc.) as well as other long-
term benefits, such as jubilee and other long-seraivards.

In France, retirement bonuses are paid to emploweesthe amount, set by the applicable collective
bargaining agreement, is defined in terms of a rardf months' salary which depends on the
employee's length of service at retirement. Cerfa&iench subsidiaries also offer supplementary
defined-benefit or defined-contribution plans. Qdasof France, the major plans for retirement and
similar benefits are for the Group’s companiehmWS, UK and Spain.

Defined benefit plans may be fully or partly prexfied by employer contributions to a pension fund

(as is the case in the United States and UnitegydGm) or to a dedicated fund managed by an
insurance company (France). These funds are fedohyributions made by the company and, in

certain cases, by the employees. Outside the UMtatks, other employee benefit plans and other
long-term benefits are generally not pre-funded.

Employees of some Group companies are affiliatedutii-employer pension plans. This is especially

the case in the Netherlands, where most of the @Zantities are in business activities that madke i

mandatory to join an industry-wide scheme. Thesm®lspread risks so that financing is assured
through payroll-based contributions, calculatedfarmly across the board. The Group recognizes
such multi-employer plans as defined contributitanp in accordance with IAS 19.

17.2 DEFINED-BENEFIT PLANS

Pursuant to IAS 19, the information presented om $tatement of financial position for post-
employment and other long-term benefits resultsnfitbe difference between actuarial debt (gross
commitment), the fair value of plan assets, andpthtential cost of unrecognized past servicedhiff t
difference is positive, a provision is posted (ibility). If the difference is negative, a netsas is
recognized on the statement of financial position.

17.2.1. Reconciliation with provisions carried in e statement of financial position

Annual changes in pension liabilities and prepasts can be broken down as follows:



In millions of euros Asset Liability Total
Balance at December 31, 2007 17.3 (324.8) (307.5)
Translation gains and losses (0.2) (3.9) (4.0)
Actuarial gains and losses (a) 1.3 (117.1) (115.8)
Supplementary provision IFRIC 14 (b) 0.0 (6.3) (6.3)
Changes in scope of consolidation and other (15.8) 12.2 (3.6)
Expense for the period (c) (0.3) (26.0) (26.3)
Contributions 0.1 37.1 37.2
Balance at December 31, 2008 2.5 (428.8) (426.3)
Translation gains and losses 1.3 1.3 2.6
Actuarial gains and losses (a) 11.6 (21.6) (10.0)
Supplementary provision IFRIC 14 (b) (0.2) 5.2 5.1
Changes in scope of consolidation and other (8.2) 15.1 6.9
Expense for the period (c) (2.0) (44.6) (46.6)
Contributions 3.7 30.6 34.3
Balance at December 31, 2009 8.8 (442.8) (434.0)
(&) Actuarial gains and losses on other employeehts
(b) Supplementary provision translated at averagehange rate for the period.
(c) Including actuarial gains and losses on longridbenefits (particularly jubilees).
17.2.2. Changes in obligations for pensions and @hemployee benefits.
The Group's pension and other employee benefitgiiéigations are as follows:
December 31, 2009 December 31, 2008
1n mill Penspn Other post- Other long- Penspn Other post- Other long-
n millions of euros benefit - benefit -
obligations employment term benefits Total obligations employment term benefits Total
p benefits (b) (©) benefits (b) (©)
a)l (a)
A - Change in projected benefit obligation
Projected benefit obligation at Jan. 1 (730.9) (1705 ) (14.7) (916.1) (756.1) (147.5) (14.5) (918.1)
Service cost (22.5) (5.3) (0.9) (28.7) (23.7) (5.2) (0.9) (29.8)
Interest cost (39.8) (8.6) (0.8) (49.2) (40.6) (8.8) 0.7) (50.1)
Contributions paid (2.4) 0.0 0.0 (2.4)| (1.8) 0.0 0.0 (1.8)|
Amendments (2.8) (1.8) (0.1) (4.7) (4.5) 0.0 (0.2) (4.7)
Acquisitions/disposals of subsidiaries (1) 18.6 0.0 0.0 18.6| (2.0) 0.0 0.0 (2.0)}
Curtailments / settlements 29 0.0 0.3 3.2 24.0 0.1 0.0 24.1
Special terminations (0.3) 0.0 (0.5) (0.8) (0.5) (0.1) 0.0 (0.6)
Actuarial gains and losses (43.9) 12.0 (0.3) (32.2)| 8.9 (8.3) 0.4 1.0}
Benefits paid 34.0 6.1 1.2 41.3] 36.0 5.6 1.2 42.8]
Other 7.2 2.5 0.0 9.7] 29.4 (6.3) 0.0 23.1
Projected benefit obligation at 12/31 A (779.9) (165.6 ) (15.8) (961.3) (730.9) (170.5) 14.7) (916.1)
B - Change in fair value of plan assets
Fair value of plan assets at January 1 470.5 31.0 0.0 5 015 583.8 38.1 0.0 621.9
Expected return on plan assets 29.8 24 0.0 32.2 35.2 2.8 0.0 38.0
Contributions received 29.1 6.4 12 36.7 325 5.7 12 39.4
Acquisitions/disposals of subsidiaries (1) (12.6) 0.0 0.0 (12.6) 0.1 0.0 0.0 0.1
Curtailments / settlements (2.3 0.0 0.0 (2.3) 9.1) (0.0) 0.0 9.1)
Actuarial gains and losses 195 2.4 0.0 21.9 (104.9) (11.5) 0.0 (116.4)
Benefits paid (34.0) 6.2) 1.2) (41.4) (36.0) (5.6) 1.2 (42.8)
Other (4.6) (1.1) 0.0 (5.7) (31.1) 15 0.0 (29.6)
Fair value of plan assets at Dec. 31 B 495.4 34.9 0.0 53 0.3 470.5 31.0 0.0 501.5
C - Funded status A+B (284.5) (130.7) (15.8) (431.0) (26 0.4) (139.5) (14.7) (414.6)
Unrecognized past service cost 9.1 (11.0) 0.0 (1.9) 7.7 (14.1) 0.0 (6.4)
Limit on defined benefit assets (IAS 19 sec. 00 00 00 0.0 00 00 00 0.0
il ! X X X X X X X
Supplementary provision (IFRIC 14) (1.1) 0.0 0.0 (1.1) (5.3) 0.0 0.0 (5.3)
Net benefit obligation (276.5) (141.7) (15.8) (434.0) (258.0) (153.6) 14.7) (426.3)
Total liabilities (285.3) (141.7) (15.8) (442.8) (260.5) (153.6) 14.7) (428.8)
Total assets 8.8 0.0 0.0 8.8 25 0.0 0.0 25




(a) Pensions and retirement bonuses.
(b) Healthcare, gratuities and other post-employtrhenefits.
(c) Long-service awards and other long-term besefit

(1) Disposals in 2009 corresponded primarily to dmm/Vaste, a subsidiary of SITA UK.

17.2.3. Balance of actuarial gains and losses recimed in equity.

Actuarial loss recognized in equity amounted toosslof €91.4 million at December 31, 2009
compared with a loss of €90.5 million at Decemkkr2D08.

In millions of euros Dec. 31, 2009 Dec. 31, 2008
Opening balance (90.5) 295
Actuarial gains (losses) generated during the year (1) (4.8) (120.0)
Effects of changes in the scope of consolidation 3.9 0.0
Closing balance (91.4) (90.5)

(1) Including supplementary IFRIC 14 provision

Actuarial gains and losses are shown excludingstagéion adjustments, as the latter are shown
separately in the total income statement.

17.2.4 Components of net periodic pension costs

The net periodic cost recognized in respect of ipassand other employee benefit obligations for the
fiscal year breaks down as follows:

In millions of euros Fiscal year 2009 Fiscal year 2008
Current service cost (28.7) (29.8)
Interest cost (49.2) (50.1)
Expected return on plan assets 32.2 38.0
Actuarial gains or losses (0.3) 0.4
Past service cost (0.2) 0.3
Gains or losses on pension plan curtailments, terminations and 0.7 15.0 (a)
settlements

Special terminations (1.1) (0.1)
Total (46.6) (26.3)
Of which recognized in Current Operating Income (29.6) (14.2)
Of which recognized in financial income/(loss) (17.0) (12.1)

(&) The abnormally low charge for fiscal year 20@85 due to a reversal of provisions resulting from
the outsourcing of one of the Group’s retiremennplin France.

17.2.5 Funding policy and strateqy

When defined benefit plans are funded, the relalad assets are invested through pension funds
and/or with insurance companies, depending on mlvesiment practices specific to the country

concerned. The investment strategies underlyingetliefined benefit plans are aimed at striking the
right balance between an optimum return on investsnend an acceptable level of risk.



These strategies have a twofold objective:
- to maintain sufficient income streams and ligyidio cover pensions and other benefit
payments; and
- in a controlled-risk environment, to achieve agderm return on investment matching the
discount rate or, as applicable, at least equiddeduture returns required by plan participants.

When plan assets are invested through pension fimgsstment decisions and the allocation of plan
assets are the responsibility of the Fund Managecaerned. For French companies, where plan assets
are invested through an insurance company, the Mamhger manages the investment portfolio in
units of account or euros, and guarantees a rateturin on the related assets. Such diversifiedgun
are characterized by active management benchmaokeaimposite indices, adapted to the long-term
horizon of the liabilities and taking into accotiné government’s eurozone obligations and the share
of the largest companies in and outside the eumzbnthe case of euro funds, the insurer's sole
obligation is to ensure a fixed minimum return denpassets.

The funding of these obligations breaks down dsvid:

Limit on defined
Cost of benefit assets

In millions of euros Actuarial debt Fair value of unrecognized and ToFaI n-et

plan assets ) obligation

past services supplementary
provision

Underfunded plans (638.9) 335.6 3.1 (1.1) (301.3)
Overfunded plans (186.3) 194.7 0.0 0.0 8.4
Unfunded plans (136.1) 0.0 (5.0) 0.0 (141.1)
Total as of December 31, 2009 (961.3) 530.3 (1.9) (1.1) (434.0)
Underfunded plans (827.3) 483.8 (6.9) (5.3) (355.7)
Overfunded plans (15.5) 17.7 0.2 0.0 2.4
Unfunded plans (73.3) 0.0 0.3 0.0 (73.0)
Total as of December 31, 2008 (916.1) 501.5 (6.4) (5.3) (426.3)

The allocation of plan assets by main asset cagdgeaks down as follows:

2009 2008

Equities 38% 33%

Bonds 54% 41%

Real estate 1% 1%

Other_ ' (including money-market 7% 2504
securities)

Total 100% 100%

17.2.6 Actuarial assumptions

Actuarial assumptions are determined individualgr gountry and company, in association with
independent actuaries. The weighted rates arergsesbelow:

Pensions emplg;tr:zrn?ztsetr;efits Long-term benefits Total benefit obligation
2009 2008 2009 2008 2009 2008 2009 2008
Discount rate 5.2% 5.7% 4.9% 5.6% 4.8% 5.3% 5.1% 5.7%
Estimated increase in salaries 3.6% 3.6% 3.9% 3.9% 3.5% 4.2% 3.6% 3.7%
Expected return on plan assets 6.5% 7.0% 7.8% 7.9% - - 6.6% 7.0%
Average remaining working lives of participating employees (years) 14 12 15 13 13 15 14 12

Discount and salary increase rates are shown iniclgdnflation.



17.2.6.1. Discount rates

The discount rate selected is determined by referém the yield, at the measurement date, on high-
quality corporate bonds with a maturity which cepends to the likely maturity of the plan.

The rates used for the euro and US dollar are @hel3 and 20-year rates on AA composite indices
sourced from Bloomberg. For the United Kingdom, ithies used are based on the 15-year iBoox rate
on AA composites.

17.2.6.2. Expected return on plan assets

To calculate the expected return on plan asseatsagbket portfolio is broken down into homogeneous
sub-groups, by broad asset categories and geogehpdnieas, based on the composition of the
benchmark index and on the amounts in each ofuth@sfas at December 31 of the preceding year. An
expected vyield for the fiscal year, published bthiad party, is applied to each sub-group; a global
absolute performance is then established from skeating point and applied to the value of the
portfolio at the beginning of the year. The expdatates of return on assets have been calculated
according to prevailing market conditions and aasda on a risk premium, defined in accordance
with the risk-free rate of return of Government 8srby major asset class and geographic region.

17.2.6.3. Other assumptions
The assumptions used for healthcare cost trend (@guding inflation) are 4.6% for 2010, 4.3% for
2011 and 4.0% for 2012. These assumptions are fosetthe valuation of other post-employment

benefits.

A one percentage point change in the assumed seliashealthcare costs would have the following
impact:

- One-point One-point

In millions of euros .
increase decrease
Impact on expenses 2.4 (1.9)
Impact on other post-employment benefits 23.7 (20.4)

17.2.6.4. Experience adjustments

Experience adjustments represent the impact of difference between actuarial assumptions
previously used, and the actual situation. Theairelin actuarial gains and losses is presentedvbelo

December 31, 2009 December 31, 2008 December 31, 2007 December 31, 2006
In millions of euros Pensions Othgr bgnefn Pensions Othgr bgneflt Pensions Othgr bgnefn Pensions Othgr b.eneﬂt
obligations obligations obligations obligations
Projected benefit obligation (a) (779.9) (181.4) (730.9) (185.2), (756.1) (162.0) (818.0) (176.5),
Fair value of plan assets 4954 34.9 470.5 31.0} 583.8 38.1 587.5 37.§]
Surplus/deficit (284.5) (146.5) (260.4) (154.2), (172.3) (123.9) (230.5) (138.7),
Experience adjustments to projected benefit obligations (b) (14.4) (3.1) (0.5) (1.4) 10.2 8.7 0.1 3.0
Experience adjustments to fair value of plan assets (b) 195 2.4 (104.9) (11.5), 2.8 1.3] 7.5 0.6}
As a % of projected benefit obligation (b/a) -1% 0% 14% 7% -2% -6% -1% -2%

17.2.7 Geographical breakdown of obligations

In 2009, the geographical breakdown of the maingakibns and the related actuarial assumptions
(including inflation) were as follows:



Eurozone United Kingdom United States Rest of the world
- . Other benefit . Other benefit . Other benefit . Other benefit
In millions of euros Pensions N Pensions N Pensions - Pensions -
obligations obligations obligations obligations

Net benefit obligations(a) (169.1) (71.6)| (15.6) (65.7) (39.2)| (34.1) (35.7)|
Discount rate 4.9% 4.6%) 5.7% 6.1% 6.2%) 3.2% 2.8%
Estimated future increase in salaries 3.6% 4.3%) 4.6% 3.1% 3.1%| 3.0% 4.9%
Expected return on plan assets 5.6% 6.6%) 6.6% 8.5% 8.5%) 6.8% 3.7%
Average remaining working lives of participating| 14 19 10 R 13 15 12 14
employees (years)

(a) Net obligations correspond to the differencévben actuarial debt and the fair value of plan
assets.

17.2.8 Payments due in 2010

The Group expects to contribute approximately €84ilRon to its defined benefit plans in 2010.

17.3 DEFINED CONTRIBUTION PLANS

During the course of 2009, the Group recorded ahCEdhillion expense in respect of contributions to
Group defined contribution plans. These contrimgi@are recorded under "Personnel costs" in the
income statement.



NOTE 18 — CONSTRUCTION CONTRACTS

"Amounts due from customers under constructiorireots” and "Amounts due to customers under
construction contracts" are presented in the sttéraf financial position under "Trade and other
receivables" and "Trade and other payables," réispéc

In millions of euros Dec. 31, 2009 Dec. 31, 2008
Amounts due from customers under construction contracts 113.8 128.4
Amounts due to customers under construction contracts 200.4 173.5
Net position (86.6) (45.1)

For contracts in progress the closing date:

In millions of euros Dec. 31, 2009 Dec. 31, 2008
Cumulated cost incurred and margins recognized 3,422.5 2,951.3
Advances received 96.2 168.0

Contingent liabilities arising from constructionntracts are not material.



NOTE 19 — FINANCE LEASES

The net amount of Property, plant and equipmerdtassvned under finance leases are broken down
into various asset categories, depending on thed. t

The main finance lease agreements entered intiodb§stoup concern Novergie's incineration plants.

The reconciliation between the undiscounted vahgethe present value of minimum lease payments
is as follows:

" ] Future minimum lease payments at Future minimum lease payments
In millions of euros December 31, 2009 at December 31, 2008
Undiscounted Undiscounted
value Present value value Present value
During year 1 60.7 59.2 66.4 63.6
During years 2 to 5 inclusive 218.2 199.6 210.6 181.5
Beyond year 5 259.8 185.5 301.1 190.2

Total future minimum lease payments 538.7 444.3 578.1 435.3




NOTE 20 — OPERATING LEASES

Operating lease income and expense recognizetthdéo?009 and 2008 fiscal years breaks down as
follows:

In millions of euros Dec. 31, 2009 Dec. 31, 2008
Minimum lease payments (238.5) (261.4)
Contingent lease payments (26.2) (26.6)
Sub-letting income 0.0 4.2
Sub-letting expense (2.9) (3.9
Other operating lease expenses (7.6) (9.3)
Total (275.2) (297.0)

Future minimum lease payments due under non-carleelaperating leases can be analyzed as
follows:

In millions of euros Dec. 31, 2009 Dec. 31, 2008
During year 1 1155 120.2
During years 2 to 5 inclusive 258.1 196.1
Beyond year 5 225.9 130.3
Total 599.5 446.6

The increase over 2008 was due to the lease @B tower. By end-2010, this tower, located at La
Défense (Paris), will be the headquarters for SIHEE/IRONNEMENT, Lyonnaise des Eaux, Sita
France, Degrémont and OIS.



NOTE 21 — SERVICE CONCESSION ARRANGEMENTS

SIC 29, Disclosure - Concession Arrangements wasighed in May 2001 and deals with the
information regarding concession contracts whicbusth be disclosed in the Notes to the Financial
Statements.

The IFRIC 12 disclosure, published in November 2@ls with the recognition of certain
concession contracts which meet certain critert@i@ting to which it is estimated that the conceassio
grantor controls the facilities (see Note 1.5.6).

As specified in SIC 29, a service concession ageeéngenerally involves a transfer by the
concession-grantor to the concession-holder foetitige duration of the concession:

(a) of the right to offer services enabling the lgulto access major economic and social
services;

(b) of the right, in certain cases, to use tangdohel intangible assets or specified financial
assets,

in exchange for the commitment made by the conoedsilder:

(c) to offer services in accordance with certaimmie and conditions during the length of the
concession; and

(d) if the need arises, to return the rights resgiat the beginning of the concession and/or
acquired during the concession.

The common characteristic of all the service cosioesagreements is the fact that the concession
holder is both granted a right and becomes bourahlgbligation to offer public services.

The Group manages a large number of concessiomactsias defined by SIC 29 in drinking water
distribution, wastewater treatment, and waste mamagt.

These concession contracts includes terms andtanslon rights and obligations with regard to the
infrastructure and to the obligations relating ublic service, in particular the obligation to allo
users to access the public service, an obligatidnch, in certain contracts, may be subject to a
timeframe. The terms of the concessions vary betw@eand 50 years, depending mainly on the level
of investments to be made by the concession operato

In exchange for these obligations, the Group i#ledtto bill either the local authority grantiniget
concession (mainly incineration activities and B@ater treatment contracts) or the users for the
services provided. That right gives rise eitheatointangible asset, or to a receivable, or a agi
asset, depending on the accounting model appli¢abieNote 1.5.6).

The tangible asset model is used when the coneegsamtor does not control the infrastructure, like
for example, water distribution concession congrattthe United States which do not provide for the
return to the concession grantor at the end ofcth@ract of the infrastructure, which remains the
property of the Group.

A general obligation also exists to return the ewston infrastructure in good working condition at
the end of the contract. Where appropriate (see N&t6), this obligation results in the recogmitas
a capital renewal and replacement liability (se¢eN.2.3).

Services are generally billed at a fixed price whig index-linked for the duration of the contract.
However, contracts may contain clauses providimgésiodic price adjustments (usually at the end of



a five-year period) if there is a change in theneenic conditions which were initially expected when
the contracts were signed.



NOTE 22 — CASH FLOWS

22.1 RECONCILIATION WITH INCOME TAX EXPENSE IN THE INCOME STATEMENT

Tax cash flows (income tax

expense)

In millions of euros Dec. 31, 2009 Dec. 31, 2008
Impact on income statement (128.8) (92.7)
Non cash items :

- provisions for income tax 21.6 13.8
- deferred tax (103.4) (50.9)
- change in taxes payable (a) 94.2 (74.5)
- other 15 (0.5)
Impact on cash-flow statement (114.9) (204.8)

(@) This mainly concerns the repayment in Febr2839 by the French tax authorities of tax prepaymemade by the
subsidiaries in 2008 within the framework of thenfier SUEZ French tax consolidation group.

22.2 RECONCILIATION WITH FINANCIAL INCOME/(LOSS) IN THE INCOME
STATEMENT

Financial cash flows (financial
income/loss)

In millions of euros Dec. 31, 2009 Dec. 31, 2008
Impact on income statement (260.0) (329.8)
Changes in amortized cost 105.1 0.0
Impact of exchange rate and changes in fair value (8.5) 16.8
Unwinding of discounting adjustment to provisions 25.2 43.0
Other (7.3) 4.2)

Impact on cash-flow statement (145.6) (274.2)




NOTE 23 — SHARE-BASED PAYMENTS

Expenses recognized in respect of share-based pawmeeas follows:

In millions of euros (Expense) for the period

Note Dec. 31,2009 Dec. 31, 2008

Stock-option plans 23.1 (14.0) (14.8)
Employee share issues 23.3 - -

Share Appreciation Rights (a) 23.3 1.3) (2.0)
Bonus/ performance share award plans 23.2 (38.0) (32.9)
Exceptional bonus (b) 23.4 3.3) (3.2
TOTAL (56.6) (52.9)

(a) Share appreciation rights issued in the condéxtapital increases reserved for employees, in
certain countries, excluding warrants.

(b) The exceptional bonus is included in EBITDA.

23.1 STOCK OPTION PLANS

23.1.1 2009 plans

Pursuant to a decision of the Shareholders’ Meeatfriday 26, 2009, the SUEZ ENVIRONNEMENT
COMPANY Board of Directors resolved to implemert first-ever stock purchase option plan, the
main objective of which is to give management lex@lployees and senior management, as well as
high-potential employees, a stake in the compahytisre development and creation of shareholder
value. This plan will also contribute to increasthg loyalty of the management teams.

At its meeting of December 17, 2009, the Board mé@ors also resolved to allocate 3,464,440 stock
options to 984 beneficiaries at an exercise prfcéls.49. The exercise of these options is sultfect
performance criteria, according to the followingnditions:
- for members of the Management Committee and BExecGommittee:
o 35% of allocated options are contingent on SUEZ HEHNWNNEMENT
COMPANY'’s stock market performance against the agemperformance of the CAC
40 and Eurostoxx Utilities indices for the perioddember 17, 2009 to December 16,
2013.
o0 35% of the options are additionally contingent ba Group’s cumulative recurring
net income between 2009 and 2012, inclusive.

- for other recipients, the exercise of 50% of ¢éheptions is contingent solely on the stock price
described above.

The Chief Executive Officer has waived allocatidriS&JEZ ENVIRONNEMENT COMPANY stock
options for 2009.

Moreover, to extend the plans described below andew of the shareholder relationships between
GDF SUEZ and SUEZ ENVIRONNEMENT COMPANY, on Novembk, 2009 the GDF SUEZ
Board of Directors resolved to allocate 399,784clstpurchase options to employees of SUEZ
ENVIRONNEMENT COMPANY at an exercise price of €28.4Approximately one third of these
options are subject to the following performancadition: they may be exercised if, after expiration
of the lock-in period, the GDF SUEZ stock pricagigater than or equal to the strike price, which is



adjusted to reflect changes in the Eurostoxx i#fliindex over the period from Monday, November
9, 2009 to Friday, November 8, 2013, inclusive.

The Chief Executive Officer also waived his GDF S Hfock options for 2009.

23.1.2. Description of current plans

SUEZ ENVIRONNEMENT COMPANY plans

Date O.f Fhe Starting point Adjusted Balance to be Balance to be -
authorizing ) ) : ) Canceled or : Expiration . )
Plan Shareholders’ for exercise of exercise exercised on Exercised** Granted expired exercised on date Residual life
: the options price 12/31/2008 P 12/31/2009
Meeting
12/17/2009 05/26/2009  12/17/2013 15.49 0 0 3,464,440 0 3,464,440  12/16/2017 8.0
Total 0 0 3,464,440 0 3,464,440
** |n specific circumstances such as retirementieath, the anticipated exercise of options is atited.
The average stock price for SUEZ ENVIRONNEMENT COMPY in 2009 was €13.30.
SUEZ and GDF SUEZ plans
Date O.f Fhe Starting point Adjusted Balance to be Balance to be -
authorizing ) ) ; ) Canceled or : Expiration . .
Plan Shareholders’ for exercise of exercise exercised on Exercised** Granted expired exercised on date Residual life
: the options price 12/31/2008 P 12/31/2009
Meeting
11/19/2003 *  05/04/2001  11/19/2007 12.39 888,524 121,609 0 3,659 763,256  11/18/2011 1.9
11/17/2004 *  04/27/2004  11/17/2008 16.84 2,556,656 286,490 0 4,854 2,265,312  11/16/2012 2.9
12/09/2005 *  04/27/2004  12/09/2009 22.79 1,984,500 65,949 0 20,784 1,897,767 12/09/2013 3.9
01/17/2007 04/27/2004  01/16/2011 36.62 1,676,335 0 0 23,526 1,652,809 01/16/2015 5.0
11/14/2007 05/04/2007  11/13/2011 41.78 1,325,249 0 0 18,529 1,306,720 11/13/2015 5.9
11/12/2008 07/16/2008  11/12/2012 32.74 1,081,720 0 0 15,120 1,066,600 11/11/2016 6.9
11/10/2009 05/04/2009  11/10/2013 29.44 0 0 399,784 0 399,784  11/09/2017 7.9
Total 9,512,984 474,048 399,784 86,472 9,352,248

* Exercisable plans
**  |n specific circumstances such as retirementieath, the anticipated exercise of options is atited.

The provisions corresponding to the various plair po 2009 are described in previous SUEZ, GDF
SUEZ and SUEZ ENVIRONNEMENT COMPANY Reference Do@nts.

In accordance with the initial rules of the plamsl avith the SUEZ's Board of Directors' decision of
October 18, 2006, the objectives featured in théopmance conditions linked to stock option plans
granted by SUEZ before the merger with Gaz de Krdrave been reduced via the application of a
0.80 coefficient in 2008.

The average price of GDF SUEZ shares in 2009 w882

23.1.3. Fair value of allocated options

The fair value of non performance-contingent oti@ilocated in 2009 was based on a binomial
model. The following assumptions were used:

- for GDF SUEZ:
o volatility of 32.41%
0 arisk-free rate of 3.13%
0 a statutory annual dividend of €1.6



- for SUEZ ENVIRONNEMENT COMPANY :
o volatility of 29.20%
0 arisk-free rate of 2.93%
0 a statutory annual dividend of €0.65

The volatility of SUEZ ENVIRONNEMENT COMPANY stoclwvas determined on the basis of the

historical volatility of comparable entities oveccamparable period, in accordance with IFRS 2. The
volatility of GDF SUEZ stock was specified as thewing average volatility over the duration of the

plan’s existence.

The fair value of non performance-contingent ogitus calculated was:
- €6.27 for GDF SUEZ options
- €3.74 for SUEZ ENVIRONNEMENT COMPANY options

The fair value of performance contingent optiorlscated in 2009 was based on the Monte Carlo
model. In addition to the above assumptions, thieviing specific market-condition assumptions
were used:
- for GDF SUEZ
o Correlation between GDF SUEZ stock and the Eurostétdities index: 77.3%
o Volatility of the Eurostoxx Utilities index: 18.7%

- for SUEZ ENVIRONNEMENT COMPANY

o0 Correlation between SUEZ ENVIRONNEMENT COMPANY staand the
Eurostoxx Utilities index: 52.9%

o0 Correlation between SUEZ ENVIRONNEMENT COMPANY staand the CAC 40
index: 51.6%

o0 Correlation between the CAC 40 index and the Eososutilities index: 83.4%

o Volatility of the Eurostoxx Utilities index: 18.7%

o Volatility of the CAC 40 index: 21.4%

The fair value of performance contingent options waus:

- €5.41 for the GDF SUEZ options
- €2.81 for the SUEZ ENVIRONNEMENT COMPANY options

23.1.4 Accounting impact

Based on assumed employee turnover of 5%, the sgpetorded during the period in relation to
stock option plans was as follows:

In millions of euros (Expense) for the period
Grant date Dec. 31, 2009 Dec. 31, 2008

SUEZ plan 11/17/2004 0.0 (2.6)
SUEZ plan 12/09/2005 (3.0 3.2)
SUEZ plan 01/17/2007 (4.5) (4.5)
SUEZ plan 11/14/2007 (4.2) (4.2)
GDF SUEZ plan 11/12/2008 (2.1) (0.3)
GDF SUEZ plan 11/10/2009 (0.2) 0.0
SUEZ ENVIRONNEMENT COMPANY plan 12/17/2009 (0.1) 0.0
TOTAL (14.0) (14.8)

Adjustments in beneficiary rights resulting frone timerger between SUEZ and Gaz de France had no
impact on expenses during the period.



23.1.5 Share Appreciation Rights (SAR) plans

As part of the SUEZ delisting procedure in the BditStates, the allocation of stock options to
employees of the Group’s US companies were replagedShare Appreciation Rights (SAR) plan in
2007, which entitles beneficiaries to a cash payraquoal to the profit they would make on exercising
their options and immediately selling the undedyshares. SAR allocations to US employees have no
material impact on the SUEZ ENVIRONNEMENT COMPANYdBp's financial statements.

23.2. ALLOCATIONS OF BONUS SHARES

Terms and conditions relating to various plansrptio2009 are described in previous SUEZ, GDF
SUEZ and SUEZ ENVIRONNEMENT COMPANY Reference Do@nts.

23.2.1. Allocations in 2009

23.2.1.1. Worldwide financial incentive scheme

A worldwide financial incentive scheme was impleteehin 2007 within the former SUEZ Group, to
involve all employees more closely in the Grougsfgrmance. Subject to the fulfillment of certain
conditions, this saw every employee allocated bosheres in 2007 and 2008. The arrangement
having been entered into for a period of three gjean July 8, 2009 the GDF SUEZ Board of
Directors resolved to allocate conditional bonuarsh for 2009. For that year, employees of the
SUEZ ENVIRONNEMENT COMPANY Group received specitienefits. In accordance with the
2007 plan, they were allocated 30 SUEZ ENVIRONNEMEROMPANY bonus shares by the
SUEZ ENVIRONNEMENT COMPANY Board of Directors asimeeting of June 25, 2009, and 8
GDF SUEZ shares by GDF SUEZ Board of Directors’ timgeof July 8, 2009. Approximately 68,000
employees of the SUEZ ENVIRONNEMENT COMPANY Groupne involved.

The members of the Management Committee waived ¢l allocations.
23.2.1.2. Performance shares

On December 17, 2009, the SUEZ ENVIRONNEMENT COMPARBoard of Directors granted
145,052 performance shares to 1,070 beneficiavigh, a vesting period of two or four years,
depending upon country. Allocation of these permge shares was subject to:

- being in service at the time (except in caseetifement, death or disability);

- a performance condition based on the EBITDA of tB8EZ ENVIRONNEMENT

COMPANY Group.

The Board of Directors meeting on December 17, 24186 allocated 28,800 performance shares to
the CEO. They are subject to the same conditioris@se applying to the stock options allocated to
the Management Committee (see 23.1.1).

Moreover, in extending past plans and in view @& shareholder relationships between GDF SUEZ
and SUEZ ENVIRONNEMENT COMPANY, on November 10, 20€he GDF SUEZ Board of
Directors granted 146,656 performance shares toloyegs of the SUEZ ENVIRONNEMENT
COMPANY Group, with a vesting period of two or foyears, depending upon the country. The
allocation of these performance plans was subgect t

- being in service at the time (except in casestfement, death or disability);

- aperformance condition based on the EBITDA of@d SUEZ Group



23.2.2. Description of current plans

SUEZ ENVIRONNEMENT COMPANY plans Number of shares Fair value per
granted share
June 2009 2,040,810 9.6*
December 2009 173,852 ** 12.3*
* weighted average fair value
** including 28,800 allocated to the CEO
SUEZ and GDF SUEZ plans Number of shares Fair value per
granted share
February 2007 334,156 36.0
July 2007 838,684 37.8*
August 2007 46,056 32.1
November 2007 396,042 42.4
June 2008 928,725 39.0*
June 2008 24,740 37.8
November 2008 357,034 28.5*
July 2009 544,216 19.7 *
November 2009 146,656 24.8*

* weighted average fair value

23.2.3. Description of the valuation model

Pursuant to IFRS 2, the Group has calculated tinesddue of goods or services received during the
period based on the fair value of the shareholtgruments thus awarded.

The valuation is carried out at the award datechviciorresponds to the date of the Board meeting in
which the plan was approved. The fair value of&rstawarded corresponds to the market value of the
share at the date of award, adjusted for the lbstividend expected during the two- or four-year
vesting period on the one hand and for the logbenod attached to the shares on the other.

Pursuant to the recommendations of the French htiaccounting Council (Conseil National de la

Comptabilité), the lock-in period for the employieemeasured using a replication strategy in which
the employee would sell the share upon expiry @f ltttk-in and borrow the amount needed to
purchase a free share immediately, financing theolning by a forward sale and any dividends paid
during the lock-in period.

That expense is recorded under personnel costsjinaar basis, between the date of the grantland t
date on which the award conditions are lifted, vatdirect counterpart in equity. It will be adjubte
depending on potential reviews relating to the exdions regarding effective staff turnover rates
arising during the period and to the respect ofplagormance conditions. It will be irrevocably dik
based on the number of shares effectively distithat the end of the period.



23.2.4. Impact on income during the year

The expense recognized on current plans duringdhied is as follows:

In millions of euros (Expense) for the period
Dec. 31, 2009 Dec. 31, 2008

SUEZ plan February 2006 0.0 (0.6)
SUEZ plan February 2007 (1.2) (5.5)
SUEZ plan July 2007 (7.8) (11.6)
SUEZ plan August 2007 (0.3) (0.3)
SUEZ plan November 2007 (6.8) (6.8)
SUEZ plan June 2008 (12.8) (7.5)
SUEZ plan June 2008 (0.3) (0.2)
GDF SUEZ plan November 2008 (3.5) (0.5)
SUEZ ENVIRONNEMENT COMPANY plan June 2009 (3.4) 0.0
GDF SUEZ plan July 2009 (1.8) 0.0
GDF SUEZ plan November 2009 (0.2) 0.0
SUEZ ENVIRONNEMENT COMPANY plan December 2009 0.0 0.0
TOTAL (38.0) (32.9)

23.3 EMPLOYEE SHARE ISSUES

There were no employee share issues in 2009.

In 2004, 2005 and 2007 employees were entitledibscgibe to share issues under Group corporate
savings plans. These subscriptions could be madagh the following plans:

- Spring Classique : this plan allows employeesubscribe to SUEZ shares either directly or
via an employee investment fund at lower than cuinmgarket prices;

- Spring Multiple : This plan allows employees tdscribe to SUEZ shares, either directly or
via an employee mutual investment fund. The plao &ntitles them to benefit from the
positive performance of SUEZ shares (leverage gffaicthe end of the mandatory holding
period).

In addition, Share Appreciation Rights (SAR) wellecated within the SUEZ Group’s 2004, 2005
and 2007 plans. This leveraged plan enables theiisaion of a security benefiting from a

performance multiplier which will result in a caphyment to the employee after a period of five
years. The resulting employee liability is covebgdvarrants.

The accounting impact of the cash-settled Shareefgmtion Rights (SAR) consists in recognizing a
debt against the employee payable over the vegt@rgpd of the rights, with the corresponding
adjustment recorded in income. At December 31, 2€@9fair value of the debt relative to the 2005
and 2007 allocations was €5.0 million. The 200hpizatured on December 23, 2009. The warrants
were exercised for a value of €6.7 million.

The fair value of the debt is calculated basedherBlack & Scholes options-pricing model.

The impact of the SARs on 2009 income was an expen€1.3 million (excluding warrants).



23.4 SUEZ EXCEPTIONAL BONUS

In November 2006, the SUEZ Group introduced a teanyoexceptional bonus award scheme aimed
at rewarding employee loyalty and involving emplegyemore closely in the Group's success. This
scheme provides for the payment of an exceptiooalb equal to the value of four SUEZ shares in
2010 as well as the amount of gross dividendsHerperiod between 2005 and 2009 (including any
potential extraordinary dividends). Since the merppetween SUEZ and Gaz de France, the
calculation is based on a basket made up of one GRMEZ share and one SUEZ
ENVIRONNEMENT COMPANY share.

Around 71,200 SUEZ ENVIRONNEMENT COMPANY employeegre eligible for this bonus at
December 31, 2009.

The accounting impact of this cash-settled instmin@®nsists of recognizing an employee payable
over the vesting period of the rights, with theresponding adjustment recorded in income. In 2009
the expense corresponding to this premium tota®@ €nillion. The fair value of the debt upon
expiration of the plan is estimated at €11.2 millio



NOTE 24 — RELATED PARTY TRANSACTIONS

The aim of this note is to describe material tratisas between (i) the Group and its shareholdars (
representatives), and (ii) the Group and the comegamver which the Group exercises joint control or
significant influence (joint ventures and assoapte

Only material transactions are described below.

24.1 TRANSACTIONS BETWEEN THE PARENT COMPANY AND RE LATED ENTITIES

In millions of euros Dec. 31, 2009 Dec. 31, 2008
Transactions with the parent company GDF SUEZ:

Purchases / sales of goods and services (19.9) (30.7)
Financial income 1.4
Non-financial payables 15.2 13.3
Borrowings

Non-financial receivables 1.3 1.2
Receivables carried at amortized cost (a) 30.3 36.6

Transactions with companies linked to the parent co mpany GDF SUEZ :

Purchases / sales of goods and services (36.2) (5.4)
Financial income 16.4 14.8
Financial expenses (75.4) (128.4)
Non-financial receivables 30.8 36.1
Financial receivables 10.9 43.5
Non-financial payables 5.1 2.2
Borrowings excluding financial instruments 1,939.2 2,935.3
Commodity derivatives (liabilities) 16.7 514
Interest accrued not yet paid (21.6) 8.6
Net cash 661.5 319.2

(a) See Note 2.2 - Synthetic Argentinean contract

In 2009, the reduction in financial debt to companiinked to the GDF SUEZ parent company was
due to the SUEZ ENVIRONNEMENT Group’s commitmentrapay these short-term borrowings
from GDF SUEZ Finance, a subsidiary of GDF SUEZhimi two years. Moreover, the creation of a
centralized cash management at SUEZ ENVIRONNEME®EIl for Lyonnaise des Eaux and OIS
entities contributed to reducing the amount ofricial debt in question (until 2008, cash management
was conducted by GDF SUEZ Finance).

24.2 TRANSACTIONS WITH JOINT VENTURES AND ASSOCIATE S

In 2009, transactions with joint ventures and asdes essentially comprised exchanges of technical
services within Degrémont, totaling €11.7 milli@empared to €12 million at December 31, 2008.

The Group also granted a loan of €121.5 millioSEWD (of which €12 million in 2009). SFWD is a
company proportionately consolidated, at 50%. Then*Group” share of €60.7 million was
recognized under assets on the Group’s consolidgaéeiment of financial position.

At December 31, 2008, transactions with joint veeguand associates consisted primarily of
exchanges of technical services with Hungaria®2WD and Swire Sita totaling €8.2 million. At
December 31, 2009, Swire Sita was wholly acquirgdhe Group (see Note 2). This company is
therefore no longer a joint venture.



NOTE 25 — EXECUTIVE COMPENSATION

The Group's key executives were the eight membfettieoManagement Committee at December 31,
2009 (6 acting members at December 31, 2008, se#®Bd4.1.3. of this reference document).

Their compensation is as follows:

In millions of euros Dec. 31, 2009 Dec. 31, 2008
Short-term benefits 4.6 3.0
Post-employment benefits 0.4 0.1
Share-based payments 2.7 2.0

Severance payments
Total 7.7 5.1
* Post-employment benefits only relate to the SUBRVA/IRONNEMENT COMPANY Group plans

The growth in this expense in 2009 was due to tmmamsion of the Management Committee to
include two additional members. They were bothaalyeGroup employees in 2008.



NOTE 26 — LEGAL AND ARBITRATION PROCEEDINGS

The litigation and arbitration presented below écagnized under liabilities or presented for
information purposes. Beyond the litigation presdritelow for information purposes, the Group has
not identified any other material liabilities, atite likelihood of an expenditure within the contekt

its commitments is considered low.

26.1 COMPETITION AND INDUSTRY CONCENTRATION

In its decision of July 11, 2002, the French Anmtixdt Council ruled that the existence of equaletak
in water distribution companies held by Veolia Hausubsidiary of Veolia Environnement) and
Lyonnaise des Eaux France (a subsidiary of SUEZ IRDNNEMENT) created a collective
dominant position between the two groups. Althotlgl French Anti-Trust Council did not impose
sanctions against the two companies, it requedtedMtinister of the Economy to order the two
companies to modify or terminate the agreementd twenbine their resources within joint
subsidiaries to lift the barrier to competition.da Eau has appealed the decision of the Anti{Trus
Council several times.

As part of the investigation conducted by the Maniof the Economy, the two companies were asked
to unwind their cross-shareholdings in these jsirisidiaries.

In December 2008, Lyonnaise des Eaux France antav&gned an agreement to proceed with this
unwinding. On July 30, 2009, the European Commissathorized the plan for Veolia Eau to
purchase Lyonnaise des Eaux’ holdings in threeigiaoies which it held jointly with Lyonnaise des
Eaux. For its part, Lyonnaise des Eaux’s purch&sixamther joint subsidiaries was authorized by th
European Commission on August 5, 2009.

The agreement of December 2008 produced an addewdtrad February 3, 2010 aimed at the
repurchase by Lyonnaise des Eaux of the stakebyeMeolia Eau in two of the three jointly owned
subsidiaries originally acquired by Veolia Eau. éwnapplication for authorization relecting the term
of the addendum was communicated to the Europeam@xsion. The process should complete in the
first half of 2010.

26.2 LITIGATION AND ARBITRATION

In the normal course of its business, the Groupislved in a certain amount of litigation and
arbitration with third parties or with the tax adhistrations of certain countries. Provisions are
recorded for this litigation and arbitration wheh & legal, contractual, or constructive obligation
exists at the closing date with respect to a thady; (i) it is probable that an outflow of resoes

without economic benefits will be necessary tolsethe obligation; and (iii) the amount of that
outflow of resources can be estimated in a suffityereliable manner. Provisions recorded in respec
of the above amounted to €132.7 million at Decendde2009 (excluding litigations in Argentina).

26.2.1 Litigations in Argentina

In Argentina, public services contract tariffs wdrezen by the Public Emergency and Exchange
Regime Reform Law (Emergency Act) in January 2@6as preventing the application of contractual

price indexation that would apply in the event ttfe# Argentine peso depreciated against the US
dollar.



En 2003, SUEZ—now GDF SUEZ—and its co-shareholdekling the water concessions for
Buenos Aires and Santa Fee, filed arbitration prdoeys against the Argentine government in its
capacity as grantor, to enforce the contractualisga of the concession agreements before the
International Center for the Settlement of InvesimBisputes (ICSID), in accordance with the
bilateral Franco-Argentine investment protectiaaties.

These ICSID arbitration proceedings, currently um@g, aim at obtaining indemnities to compensate
for the loss of value of the investments made stheestart of the concession, due to the measures
adopted by the Argentine government following themion of the abovementioned Emergency Act.
The ICSID affirmed its competency to rule on the teases in 2006. Hearings were held in 2007 for
the two arbitration cases, with the rulings to baded down in the first quarter of 2010. At the sam
time as the ICSID proceedings, the concession ®l8guas Argentinas and Aguas Provinciales de
Santa Fe were forced to file proceedings to cahed concession agreement with local governments.

However, with the financial situation of the corgies-holding companies having deteriorated since
the Emergency Act, Aguas Provinciales de SantanRewnced it was filing for judicial liquidation at
its shareholders’ meeting of January 13, 2006.

At the same time, Aguas Argentinas applied to diléConcurso Preventivo(similar to a French
bankruptcy procedure). As part of these receivprphoceedings, a settlement proposal involving the
deferral of admissible liabilities of Aguas Argerds was approved by creditors and ratified by the
bankruptcy court on April 11, 2008. The settlemehtliabilities is now underway. The proposal
provides for an initial payment of 20% (about $4llion) upon approval, and a second payment of
20% in event of compensation by the Argentine gowvemt. As controlling shareholders, SUEZ and
Agbar have resolved to financially support Aguagétinas in making this first payment, and have
paid €6.1 and €3.8 million respectively, sincedperoval.

We note that SUEZ and SUEZ ENVIRONNEMENT—prior t0E2’ merger with Gaz de France and
the stock market listing of SUEZ ENVIRONNEMENT COMRY—entered into an agreement
providing for the economic transfer to SUEZ ENVIRREMENT of the rights and obligations
related to interests held by SUEZ in Aguas Argeagiand Aguas Provinciales de Santa Fe.

The Group believes that the provisions recordethénfinancial statements relating to this litigatio
are appropriate.

26.2.2 Novergie

Novergie Centre Est, a wholly-owned subsidiary bfEZ ENVIRONNEMENT, used to operate an
incineration plant in Gilly-sur-Isére near Albeft®i(in the Savoie region), which was built in 1984
and owned by SIMIGEDA (a public-private waste maragnt company in the Albertville district). In
2001, high levels of dioxin were found near thdriacation plant and the Préfet of the Savoie region
ordered the closing of the plant in October 2001.

Criminal complaints and action for damages paratigdrosecution were filed in March 2002 against,
among others, the president of SIMIGEDA, the Préfethe Savoie region and Novergie Centre Est
for poisoning, endangering the life of others, aot intentional assault and battery, with respect t
dioxin pollution allegedly caused by the incinesatiplant. In the first half of 2009, the French €ou

de Cassation confirmed the decision of the invastig chamber of the Lyon Appeals Court rejecting
the action.

Novergie Centre Est had been indicted on DecembgeP@05 on counts of endangering the lives of
others and violating administrative regulations.



In the context of this procedure, investigationdeoed by the court showed that there had been no
increase of the number of cases of cancer in nergidppopulations.

On October 26, 2007, the judge in charge of ingesing the case dismissed the charges against
physical persons indicted for endangering the bfeothers. However, the judge ordered that
SIMIGEDA and Novergie Centre Est be sent for thafore the Albertville criminal court for having
operated the incinerator "without prior authoriaatidue to the expiry of the initial authorizatias a
result of significant changes in operating condgioat the plant." On September 9, 2009, the
investigation chamber of the Chambéry Appeals Capineld the dismissal of charges of endangering
the lives of others for the Novergie employees.

The date of referral to the Correctional Courtas known, to date.

26.2.3 United Water (New York)

In March 2008, certain persons residing on the barfkkhe Hackensack River in Rockland County
(New York state) filed a claim for a total amouritl4S$66 million (subsequently raised to US$130
million) with the New York Supreme Court againstitdd Water (New York) following flooding in
the aftermath of heavy rains.

Those residents are claiming faulty maintenancehef reservoir and of the DeForest Lake dam
adjoining DeForest Lake, which allegedly did noeigte properly in the aftermath of the heavy rains
in question and did not enable the gradual overfibwater into the Hackensack River on which it is
built, thus causing flooding in the homes of thal sasidents. As the rain water drainage network
operated by United Water flows into the river ugaim from the dam, the residents, although living in
a flood zone, are claiming compensatory damagesirdacest from United Water in the amount of
US$65 million, as well as punitive damages andr@sein the same amount for alleged negligence in
the maintenance of the DeForest Lake reservoidana

United Water, which is not responsible for the nemance of the dam and the reservoir, is of the
opinion that the claims are unlikely to succeednétion to dismiss these claims was filed by United
Water in July 2009. This motion was denied on Audi® 2009, and United Water has appealed
against this decision.

The claim for punitive damages and interest wadedieon December 21, 2009, and confirmed on
February 11, 2010 following the appeal by the r@sigl against this decision.

The claim has been declared to the insurance caegpan

26.2.4 Sita Australia

In November 2008, residents of Brookland GreenatEstocated in the suburbs of the city of Casey,
State of Victoria, Australia, filed a class actioefore the State Supreme Court of Victoria agahmest
city of Casey.

Biogas (a mixture of methane and carbon dioxidejipced by the Stevensons Road landfill—which
belongs to the city—had allegedly migrated throtigg soil and was threatening residences built in
the vicinity. A molded barrier was constructed ardthe landfill to contain the migration.

The plaintiffs have not specified figures but aleming a loss of value of their homes, requestireg
the competent jurisdiction determine the amourdashages.

In April 2009 the city of Casey called on Sita Aafi to guarantee the services it provided between
2003 and 2006 in relation to the closing and cagppirthe landfill. Sita Australia was also suedthg
plaintiffs on November 15, 2009 along with othertgégpants.



Sita Australia does not believe it is liable in amyy for the alleged damage.

This claim has been reported to the insurance coiepa

26.3 TAX LITIGATION

26.3.1 Sociedad General de Aguas de Barcelona

Agbar was subject to a number of tax audits, maigligting to corporate tax.

With respect to corporate tax, Agbar received agessment notice from the Spanish tax authorities
for the 1995 to 1998 fiscal years, mentioning aseasment of tax payable of €28 million in addition
to penalties of €12 million. Agbar also receivedeassessment notice relating to the 1999 to 2001
fiscal years, mentioning a reassessment of taxippeyat €41 million in addition to penalties of €25
million. In addition, in May 2009, Agbar was no&fl of an assessment of €60.5 million for fiscal
years 2002 to 2004, without additional penalties.

The company challenged these notices in court, lwhiere for each period in question justified with
similar arguments by the tax authorities. Agbar siders that the tax authorities' arguments are
groundless.

In May 2007, with regard to the 1995 to 1998 fisedrs, the administrative court reduced the amount
of the claim to €21 million and cancelled the pé&eal However, Agbar appealed against this
judgment on the remaining part of the reassessmmnth is now being currently examined.

Moreover, in May 2008, the Administrative Court calted the penalties relating to the 1999 to 2001
fiscal years, but upheld almost all of the reassess. As a result, Agbar appealed against that
judgment in July 2008: the part of the reassessthehivas upheld is currently being examined.

Finally, in June 2009, Agbar filed suit with thenaidistrative court for fiscal years 2002 to 2004.

26.3.2 LYDEC

LYDEC, a 51% owned subsidiary of the Group, wagextlio a tax audit relating to the 2002 to 2005
fiscal years concerning corporate tax, Value Adtlex, and general income tax.

An agreement was signed on September 28, 2009 éetiw¢DEC and the Moroccan tax authorities,
concluding the case.

This agreement confirmed LYDEC's risk analysis, tththe amounts of the reassessments
communicated by the authorities were excessive.

26.3.3 Lyonnaise des Eaux and its subsidiaries

With respect to the calculation of business taaxg professionnelle Lyonnaise des Eaux France
and its subsidiaries are in discussions with thenél tax authorities. These discussions relathdo t
valuation method used for real estate assets dsawébr equipment and other assets relating to the
delegations of public services financed by theviaai¢ delegated entity and/or by local public eesii

In this context, notices of claims for reassessrant been received by Lyonnaise des Eaux, Eau du
Sud Parisien, Eau & Force, Société des Eaux du,N8ERAM, Société des Eaux de Marseille and
Stéphanoise des Eaux.



NOTE 27 — SUBSEQUENT EVENTS

Acquisition of Agbar:

On January 12, 2010, an Extraordinary Shareholddegting of Aguas de Barcelona (AGBAR),
approved by majority vote the resolutions relatiogthe public delisting offer of the company,
followed by the cancellation of the shares acquiteeteby, as well as the resolution relating to
AGBAR's sale of its ADESLAS stake to Criteria Caigarp.

On January 14, 2010, the Group signed an agreewitniCriteria to buy the shares of Agbar and
Hisusa in order to hold directly and indirectly @8% of Agbar shares. The same day, Agbar and
Criteria signed an agreement to sell all Adeslaaresh held by Agbar. The realization of these
transactions remains subject to the completion gbak's public delisting offer (itself subject to
approval by the Spanish market authorities — CNMAAd the authorization of the Antitrust
authorities.

The Group and Criteria also agreed a shareholdgreement establishing the principles for managing
Agbar and Hisusa and governing their future retesiop as shareholders of Agbar and Hisusa.

This new agreement will take effect when Agbar Hiiglisa shares are acquired by the Group and will
supersede the shareholders’ agreement currenphade. The new agreement will provide specifically
for:

» the Group’s exclusive control of Agbar and consetjyethe full consolidation of Agbar
within the Group’s consolidated financial statensent

* anew governance of Agbar and Hisusa.
On February 11, 2010 Agbar filed the prospectushferpublic delisting offer with the CNMV.
Unwinding of jointly-owned subsidiaries with Veoknvironnement:
The agreement of December 2008 produced an addeddted February 3, 2010, aimed at the
repurchase by Lyonnaise de Eaux of the stake heMeolia Eau in two of the three jointly owned

subsidiaries originally acquired by Veolia.

A new application for authorization was made to Bueopean Commission to reflect the terms of the
addendum.

The process should complete during the first hia204.0.



NOTE 28 — LIST OF THE MAIN COMPANIES CONSOLIDATED A T DECEMBER 31, 2009

AND 2008
% interest % control Consolida-tion
method
Names Headquarters address Dec. Dec. Dec. Dec. Dec. Dec.
2009 | 2008 | 2009 | 2008 | 2009 | 2008
SUEZ ENVIRONNEMENT COMPANY |1, rue d'Astorg 75008 PARIS - France 100.0 | 100.0 | 100.0 | 100.0 FC FC
WATER EUROPE
LYONNAISE DES EAUX France 11, place Edouard VII 75009 PARIS - 100.0 | 100.0 | 100.0 | 100.0 FC FC
France
EAU ET FORCE 30, rue Paul Vaillant Couturier - BP 712 100.0 | 100.0 | 100.0 | 100.0 FC FC
92007 Nanterre - France
EAUX DE MARSEILLE 25, rue Edouard-Delanglade 13006 Marseille| 48.8 48.8 48.8 48.8 PC PC
- France
EAUX DU NORD 217, boulevard de la Liberté BP 329 59020 49.6 49.6 49.6 49.6 PC PC
Lille - France
S.C.M. (SDEI) 988, chemin Pierre Drevet 69140 Rillieux la | 100.0 | 100.0 | 100.0 | 100.0 FC FC
Pape - France
STEPHANOISE DES EAUX 28, rue Eugéne Beaune 42043 Saint-Etienne| 50.0 50.0 50.0 50.0 PC PC
- France
HISUSA Torre Agbar - Av.Diagonal, 211 08018 51.0 51.0 51.0 51.0 PC PC
Barcelona - Espagne
AGBAR (a) Torre Agbar - Av.Diagonal, 211 08018 45.9 45.9 51.0 51.0 PC PC
Barcelona - Espagne
AGUAS ANDINAS (b) Avenida Presidente Balmaceda 1398, Piso —| 13.2 13.2 51.0 51.0 PC PC
4, Santiago - Chili
EURAWASSER Carl-Hopp-Strasse 1, D-18069 Rostock - 100.0 | 100.0 | 100.0 | 100.0 FC FC
Allemagne
ONDEO INDUSTRIAL SOLUTIONS 23, rue du Professeur Pauchet 92420 100.0 | 100.0 | 100.0 | 100.0 FC FC
Vaucresson - France
WASTE EUROPE
SITA HOLDINGS UK LTD Grenfell road, Maidenhead, Berkshire SL6 100.0 | 100.0 | 100.0 | 100.0 FC FC
1ES, Royaume-Uni
SE DEUTSCHLAND GmbH Industriestrasse 161 D-50999, Kdln, 100.0 | 100.0 | 100.0 | 100.0 FC FC
Allemagne
SITA NEDERLAND BV Mr. E.N. van Kleffensstraat 6, Postbus 7009,] 100.0 | 100.0 | 100.0 | 100.0 FC FC
NL - 6801 HA Arnhem, Pays-Bas
SITA France Tour CB21, 16 Place de I'lris, 92040 99.9 99.9 99.9 99.9 FC FC
Paris La Défense Cedex - France
SITA ILE DE France 2 a 6, rue Albert de Vatimesnil 92532 99.9 99.9 99.9 99.9 FC FC
Levallois Perret - France
TERIS 54, rue Pierre Curie - ZI des Gatines - BP 99.9 99.9 99.9 99.9 FC FC
131 - 78373 Plaisir - France
SITA BELGIUM Rue Gatti de Gamond 254 - 1180 Bruxelles -| 100.0 | 100.0 | 100.0 | 100.0 FC FC
Belgique
SOCALUX Lamesch SA - ZI Wolser Nord BP 75 - L- 100.0 | 100.0 | 100.0 | 100.0 FC FC
3201 Bettembourg - Luxembourg
NOVERGIE HOLDING Tour CB21, 16 Place de I'lris, 92040 99.9 99.9 99.9 99.9 FC FC
Paris La Défense Cedex - France
SITA SVERIGE AB. Kungsgardsleden - 26271 Angelholm - 100.0 | 100.0 | 100.0 | 100.0 FC FC
Suede
SITA FINLAND OY AB Sahaajankatu 49 - 00880 Helsinki - Finlande| 100.0 | 100.0 | 100.0 | 100.0 FC FC

(&) Agbar is fully consolidated in the accountsHi$usa, which is itself proportionately consolidhtey SUEZ ENVIRONNEMENT

COMPANY. See also Note 2.

(b) Aguas Andinas is fully consolidated in the aguts of Agbar since January 1,2006. Aguas Andisassubsidiary of IAM.




% interest

% control

Consolida-tion

method
Names Headquarters address Dec. Dec. Dec. Dec. Dec. Dec.
2009 | 2008 | 2009 | 2008 | 2009 | 2008
INTERNATIONAL

SWIRE SITA 2801 Island Place Tower - 510 King's Road -| 100.0 | 50.0 | 100.0 | 50.0 FC PC
North Point - Hong-Kong

SITA AUSTRALIA PO Box 160, Kemps Creek NSW 2171 - 60.0 60.0 60.0 60.0 FC FC
Australie

SITACZ Konevova, 1107/54 - 130 00 Praha 3 - 100.0 | 100.0 | 100.0 | 100.0 FC FC
République Tchéque

BVK Hybelota 16 65733 Brno - République 46.3 46.2 46.3 46.2 EM EM
Tchéque

UNITED WATER 200 Old Hook Road, Harrington Park New 100.0 | 100.0 | 100.0 | 100.0 FC FC
Jersey - Etats-Unis

MACAO WATER 7.18 avenida do (?onselheiro Borja Macao 42.5 42.5 CULy o CULy o PC PC
Via - Macao - Chine

DEGREMONT 183, avenue du 18 juin 1940 92500 Rueil 100.0 | 100.0 | 100.0 | 100.0 FC FC
Malmaison - France

LYDEC 20, boulevard Rachidi, Casablanca — Maroc | 51.0 51.0 51.0 51.0 FC FC

SINO FRENCH HOLDING (SFH) New World Tower 29/f 16-18 Queensroad 50.0 50.0 50.0 50.0 PC PC
Central - Hong Kong

PT PAM LYONNAISE JAYA Central Senayan 1, 7th floor JI. Asia Afrika 51.0 51.0 51.0 51.0 FC FC
ng - 10270 Jakarta - Indonésie

SE POLSKA Ul. Kopernika, 17 - 02359 Warszawa - 100.0 | 100.0 | 100.0 | 100.0 FC FC
Pologne

OTHER
SUEZ ENVIRONNEMENT 1, rue d'Astorg 75008 PARIS - France 100.0 | 100.0 | 100.0 | 100.0 FC FC

FC = Full consolidation

PC = Proportional consolidation (joint-venture)
EM = Equity method (associates)




NOTE 29 — FEES OF THE STATUTORY AUDITORS AND MEMBERS OF THEIR

NETWORKS

The accounting firms Ernst & Young and Mazars axtStatutory Auditors for the SUEZ
ENVIRONNEMENT COMPANY Group. Information on feesigdo the statutory auditors and
members of their networks is provided in accordamitle Decree 2008-1487.

20.1 FEESOF THE STATUTORY AUDITORS AND MEMBERS OF THEIR NETWORKS

ASSUMED BY THE GROUP FOR FISCAL YEAR 2009:

In thousands of euros Emst & Young Mazars
Amount % Amount %
Audit
l:l Statutory auditors, attest engagements, review of individual
and consolidated accounts
Q Suez Environnement Company SA 800 9.5% 647 21.2%
Q Fully and proportionally consolidated subsidiaries 6,458 76.7% 2,227 73.1%
D Other audit procedures and incidental assignements in relation to
Auditor's engagement to the Statutory Auditor's mission
Q  Suez Environnement Company SA 269 3.2% 146 4.8%
@  Fully and proportionally consolidated subsidiaries 588 7.0% 25 0.8%
Sub-total 8,115 96.4% 3,045 100.0%
Other services
O Tax 305 3.6% 0.0%
O other 0 0.0% 0 0.0%
Sub-total 305 3.6% 0 0.0%
TOTAL @ 8420  100% 3,045  100%

W the amounts relating to the Group's internal contro

@ the amounts relating to the entities consolidated p
353,000 euros

| audit totaled 785,000 euros

roportionally, which largely involved tasks assigne

d to the Statutory Auditors, totaled



29.2 FEES OF THE STATUTORY AUDITORS AND MEMBERS OF THEIR NETWORKS
ASSUMED BY THE GROUP FOR FISCAL YEAR 2008:

In thousands of euros Ermst & Young Mazars
Amount % Amount %
Audit
l:] Statutory auditors, attest engagements, review of individual
and consolidated accounts
Q Suez Environnement Company SA 711 8.3% 470 19.0%
Q Fully and proportionally consolidated subsidiaries 7,260 85.2% 1,914 77.3%
D Other audit procedures and incidental assignements in relation to
Auditor's engagement to the Statutory Auditor's mission
Q  Suez Environnement Company SA 70 0.8% 0.0%
@  Fully and proportionally consolidated subsidiaries 347 4.1% 60 2.4%
Sub-total 8,388 98.5% 2,444 98.7%
Other services
O Tax 111 1.3% 0 0.0%
[ other 18 0.2% 31 1.3%
Sub-total 129 1.5% 31 1.3%
TOTAL © 8517  100% 2475  100%

@ the amounts relating to the Group's internal contr ol audit totaled 850,000 euros
@ the amounts relating to IPO expenses totaled 1,180 ,000 euros (Ernst & Young only).

® the amounts relating to the entities consolidated p roportionally, which largely involved tasks assigne d to the Statutory Auditors, totaled
207,000 euros.



