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Veolia, the global benchmark in optimized resource management

Veolia designs and deploys solutions for water, waste and energy management in
countries across the world. The company works with industry, municipalities and
individuals to optimize resource use and ensure greater efficiency from an economic,
environmental and social standpoint. Through these efforts, Veolia helps conserve
ecosystems and fight climate change.

Every day, the 202,800 employees who make up our company work to provide

solutions for developing access to resources, preserving resources and replenishing

resources.
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Introduction

This document presents key data on Veolia’s Corporate Social Responsibility (CSR) performance.
It reaffirms Veolia’s undertakings as a committed player that supports the economic and social
development of the areas in which it operates on behalf of its local authority and industry clients.

Access to basic services and equitable resource distribution are defining issues today as societies
undergo profound transformations. Access to water, waste management and enerqy are the very
core of our businesses and expertise. These services are closely linked to the lives of the communities
we serve on a daily basis.

Measuring our social, environmental and societal performance, along with our responsible
procurement policy, form part of an approach based on continuous improvement and enhancement
of our economic models and the services we offer to our clients. It is made possible as a result of
strenuous efforts to define key indicators and establish reporting parameters at a company-wide
level (with over 330 consolidated indicators and several thousand contributors across Veolia).

Above and beyond meeting our requlatory reporting obligations, our indicators are included in our
contracts and anchored in specific regional considerations.

This transparency reflects the continuous sustainable progress approach we take everywhere in the
world, to the benefit of all our clients and stakeholders.
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2013 was the second year of implementing our transformation plan and represented
a turning point for the company. The new Veolia is now based on a consistent, integrated
structure organized by country rather than division.

A more precise management system is helping to improve Veolia’s performance,

faced with the challenges of increasingly complex pollution and soaring urbanization
to which it responds on behalf of its clients. Since 2011, Veolia has been adapting its
business activities to move from an approach based on resource consumption to one
of using and recovering resources in accordance with the principles of circular economy.
Veolia designs and deploys solutions to develop access to resources and to protect and
replenish them.

In order to manage our corporate responsibility as effectively as possible, we have
focused particularly on:

m improving management systems in areas of corporate social responsibility;

m developing commercial offers that incorporate the three aspects of sustainable
development, therefore ensuring our ability to support our client’s sustainable
development strategies;

m designing contractual models and innovative partnerships in the social economy,
so that disadvantaged populations can have access to basic services, notably in
emerging countries.

Veolia has established an appropriate governance system and measures its performance
using relevant indicators.

Appendix
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B 1. COMMITTED TO SUSTAINABLE DEVELOPMENT

Whatever the
geographical context
and regardless of

the economic and
financial situation,
Veolia’s activities
must be carried

out in compliance
with both national
regulations and the
recommendations

of international
organizations, in
particular with regard
to respect for basic
rights, taking account
of cultural diversity
and protecting the
environment.

Ethics Guide

In 2003, Veolia produced an Ethics Guide® to
guide its staff, setting out the fundamental
values that employees’ behavior should
reflect in all circumstances. The guide was
updated in 2013 and explains the values
and rules of behavior the company expects
its employees to adhere to and which it
promotes to other stakeholders, such as
compliance with laws and regulations,
social responsibility, solidarity and social
equity, innovation, customer focus and

risk management, quality of information
and corporate governance, as well as a
commitment to sustainable development.

For more information, please see the Ethics
Guide on our website.

(1) Documents available at http://www.veolia.com/en

Sustainable Development
Charter

In conjunction with the Ethics Guide, the
company has worked to a 12-point Charter®”
since 2006.

1. Protect the environment; contribute to
conserving natural resources and biodiversity,
and combat climate change.

2. Promote—through innovation, research
and development—environmental, economic
and social solutions that will meet the needs of
future generations.

3. Raise awareness of environmental
challenges and the ensuing need for behavioral
changes among all concerned with our
activities.

4. Adapt our service offers through dialogue,
the quality of the advice we provide and our
expertise to meet the needs and expectations
of clients.

5. Ensure our employees’ health and safety
and help improve public health.

6. Provide working conditions compliant with
fundamental human rights and international
labor standards.

7. Promote diversity and combat discrimination
to guarantee equal opportunities.

8. Encourage skills development and upward
mobility for our employees throughout their
career.

9. Gradually set our own environmental
and social standards to be applied to all our
operations around the world.

10. Base our corporate governance on trans-
parent communication, anticipation of risks
and the definition of rules for ethical conduct
and compliance.

11. Contribute to local economic and social
development, and to meeting international
goals for access to essential services.

12. Encourage partners, subcontractors and
suppliers to adhere to our values and make
their own contribution to our sustainable
development commitments.
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Our commitments under the
Global Compact

Veolia joined the United Nations Global
Compact onJune 12, 2003 after an official
decision by its governance bodies and a
declaration of membership signed by its
Senior Executive Vice-President. Since then,
a permanent correspondent has been
monitoring our close relations and contacts
with the Global Compact Board in New York.
Our participation in the Global Compact, and
the resulting pledge to support and promote
its principles within our sphere of influence,
is a major consideration in all aspects of our
company’s social responsibility policy.

Our commitment to human rights

Over the years, Veolia has shown a clear
commitment to respecting human rights in
its activities and in the countries in which it
operates.

These principles for action are in line

with guidelines set out in international
benchmarks, including the Universal
Declaration of Human Rights and Additional
Protocols, the Organization for Economic
Cooperation and Development (OECD)
Guidelines for multinational enterprises and
local legislation in the countries in which the
company operates.

Promote recognition of the
fundamental right to a safe
and healthy working environment

m OnJuly 1, 2013, Veolia—represented by its
Chairman and CEO—signed the Seoul Declara-
tion at the International Labour Organization in
Geneva, recognizing the fundamental human
right to a safe and healthy working environ-
ment. In so doing, Veolia has made a commit-
ment to promoting the continuous improve-
ment approach in terms of health, safety and
security promulgated by the Seoul Declaration,
training key players and employee-employer
dialogue in this area.

Principles of the Global Compact

B Human Rights

1. Businesses should support and re-
spect the protection of internationally
proclaimed human rights within their
sphere of influence; and

2. Make sure that they are not complicit
in human rights abuses.

m Labor

3. Businesses should uphold the freedom
of association and the effective recogni-
tion of the right to collective bargaining;

4.The elimination of all forms of forced
and compulsory labor;

5. The effective abolition of child labor;
and

6. The elimination of discrimination in
respect of employment and occupation.

m Environment

7. Businesses should support a precau-
tionary approach to environmental
challenges;

8. Undertake initiatives to promote great-
er environmental responsibility; and

9. Encourage the development and dif-
fusion of environmentally friendly tech-
nologies.

M Anti-corruption

10. Businesses should work against cor-
ruption in all its forms, including extor-
tion and bribery.

Recognition of the Right to Water

m In 2010, Veolia welcomed the official recognition of the Right to Water.
The company continues to do whatever it can—as a modest contributor
given the size of the challenge—to work with its public authority partners
to turn this right into a concrete reality through access programs that are
both technically ambitious and socially innovative.

Veolia also continues to respond to the invitation of institutions involved in
implementing this right by proposing two factors of progress: recognized
technical excellence and dialogue between all stakeholders to drive the
emergence of shared solutions.

At the 6th World Water Forum in Marseille in 2012 and at Rio +20, Veolia—
in conjunction with AquaFed, the international federation of private water
operators—reasserted its commitment to good governance of water at a
local and international level, and the contribution to implementing the
right to water and sanitation. In 2013, Veolia reaffirmed these commit-
ments in the context of public events, including at the international film
festival and forum on human rights in Geneva.
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B 2. STRUCTURED ORGANIZATION

To anchor
sustainable
development in
the day-to-day
operations of its
businesses, Veolia
incorporates the
concept into its
management
systems by defining
commitments
and deploying
policies, objectives
and procedures.

Veolia uses a variety of bodies and methods
to ensure its corporate responsibility is
actively managed at all stages of maturity of
the issues affecting the company.

The Sustainable Development Department,
which is directly accountable to the General

COMPLIANCE

H Legal Department

Drafts legal procedures and
guidelines, disseminates and
applies these to ensure that the
company’s activities are compliant
with the law.

m Internal Control Department
Formalizes and deploys internal
control procedures (transposed for
the business units).

M Internal Audit Department
Assesses the company’s risk
management, including
environmental risk, governance
and internal control processes
independently and objectively, and
contributes to improving these
procedures using a systematic and
methodical approach.

m Fraud reporting

Information transmitted to the
heads of the Internal Audit and
Internal Control Departments

and to the Accounts and Audit
Committee in relation to fraud
management within the company.

a lever for value creation.

MANAGEMENT

B Environmental Management
System

Managed by the Technical and Perfor-
mance Department, which deploys
company policy on the environment
and environmental health.

m Social reporting

Managed by the Human Resources
Department, which defines and deploys
the company’s labor relations policy.

m Sustainable purchasing reporting
Managed by the Purchasing and Sus-
tainable Development Departments.

m Client reporting
Managed by the Innovation and
Markets Department.

m Extra-financial reporting
Managed by the Sustainable
Development Department.

W Campus Veolia
Runs training for employees to meet
company needs.

H Veolia Foundation

Financial assistance for projects and
provision of skills and expertise on a
voluntary basis.
http.//fondation.veolia.com/en/

Counsel’s Department, instigates and
coordinates this process and encourages
the adaptation of contract models and
commercial offers in order to make
sustainable development a priority and

Our sustainable development policy involves
a large number of internal stakeholders—
functional departments, business units and
independent bodies—and therefore requires
a structured approach to manage all related

issues, from compliance to forward thinking.

ANTICIPATION

H Research, Innovation and
Sustainable Development
Strategy Committee (attached
to the Board of Directors)
Assesses the company’s R&D and
sustainable development strategies
and policies.

M Ethics Committee
Conducts an independent
assessment of all questions and
alerts relating to the company’s
ethical values and principles.

H Risk and Insurance Department
Coordinates the analysis of risks that
could affect the company’s activities

and implements action plans.

H Research and Innovation (VERI)
Manages and coordinates R&D

programs on priority company issues.

M Public Affairs Department
Plans, coordinates and represents
the company’s interests in its
dealings with the French authorities
and European institutions.

FORWARD THINKING

M Research and Innovation
Partnership with universities and
programs to drive innovation in
eco-technologies.

M Institut Veolia

Think-tank for forward thinking
on environmental issues that
works to analyze transformation
processes in the interplay
between society and the
environment.
http://www.institut.veolia.org/en/
institut-veolia-environnement.htm|

| Critical Friends Committee
Helps Veolia move forward in its
vision of sustainable development
and its thinking in this area.




CSR PERFORMANCE DIGEST

Introduction

Contents

Managing
corporate responsibility

2 1 Coordinated

anticipation of risks

Veolia builds relationships with its clients
based on long-term trust, with a particular
emphasis on its capacity to manage

the risks it addresses on their behalf.
Implementing a coordinated system

for risk prevention and management

is the company’s response to an issue

that is fundamental to its development
and reflects its strong commitment to
corporate social responsibility for itself
and its stakeholders. It goes without
saying that providing basic services that
are essential to community life and to
industry demands constant vigilance and
preparedness: managing the risks that its
clients ask it to address lies at the heart of
Veolia’s expertise and means incorporating
environmental, social and economic factors
in strategic thinking about the company’s
development.

Managing
societal performance

Managing environmental
performance

Overall management of risks

The company’s Risks and Insurance
Departments were combined in late

2012 in order to deploy a comprehensive,
consistent risk-management policy in line
with Veolia’s strategy. The Group Chief Risk
and Insurance Officer reports to the General
Counsel who is a permanent member

of the Executive Committee. This new
organizational structure is based on the
principle of simplifying Veolia’s organization
to drive momentum in the sector and offer
direct support to all countries in which the
company operates. The Risks Department is
the starting point and coordinator for risk
management and mapping the major risks
faced by the company. It is responsible for
implementing action plans and ensuring
their effectiveness.

Veolia’s risk analysis methodology is based
on a common methodological core, designed
to identify and prioritize risks consistently, in
line with overall risk management standards
and best practices. Veolia’s approach to

risk management allows the company

to categorize all types of risks (strategic,
operational, HR, financial, IT, etc.) in a
standard fashion through the use of risk
mapping; it therefore includes environmental
factors (e.g. flooding/drought and damage to
the environment), social factors (e.g. HR) and
economic/financial factors (e.g. market risks).

Managing
social performance

Managing
sustainable procurement

Health and environmental risks:
Veolia's responsible approach
to tackling emerging risks

m The ability to manage environmental and
health risks is a cornerstone of the company’s
expertise. Above and beyond strict compliance
with regulations, Veolia fosters a proactive,
multifaceted approach to anticipating emerg-
ing risks in each of these areas. This approach
isin part based on stringent prevention proce-
dures involving identification and assessment
of risks, an awareness of any possible impact
on the company’s operations, and relevant
recommendations.

Veolia’s active vigilance in ensuring an all-
round commitment allows the company to
anticipate new developments—by constantly
monitoring regulations, reviewing business
operations, scientific research and participa-
tion in international programs and R&D part-
nerships—in particular on issues such as na-
nomaterials, emerging biological parameters,
chemical toxicity, and the impact of climate
change on the environment.

In addition to analyzing their financial
impact through evaluating strategic
risks and opportunities (achievement of
objectives) and projects (profitability and
relevance), all risks and opportunities are
examined in light of the company’s CSR
and sustainable development objectives
at both head office and business unit
levels.

Appendix
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In 2013, the risk mapping exercise carried

out at country level and for the whole

of the company was presented to the
Executive Committee, meeting as a Risks
Committee, and to the Accounts and Audit
Committee in order to validate and monitor
the effectiveness of the company’s action
plans; amongst other things, this helps

the company to adapt to its exposure to
environmental, social, societal and economic
factors. Risk management involves close
cooperation between the Risks and Insurance
Department, the Internal Audit Department,
the Legal Department and the Sustainable
Development Department, which oversee the
implementation of risk reduction plans.

In addition, the Country Risk Unit of the
Risks and Insurance Department analyzes
external factors affecting areas where the

company operates now or may operate in
future, such as the geopolitical, economic,
social and financial situation, but also

the level of development, working and
environmental conditions in order to
incorporate stakeholder expectations as
effectively as possible, in line with Veolia’s
corporate social responsibility.

Ensuring service continuity

Risk management allows Veolia to ensure
service quality and continuity for its clients
and users. Various methods are employed in
the company to manage alerts and business
continuity plans, and ensure that service is
maintained or resumed following unusual
events. These have proved effective in a
number of situations, particularly during
simulation exercises.

More detailed information on the company’s
risk management systems is available in
chapter 4 of the registration document, at
http://www.veolia.com/en/veolia-group/
media/publications


http://www.veolia.com/en/veolia-group/media/publications
http://www.veolia.com/en/veolia-group/media/publications
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Ethics Guide

Veolia has formalized its values for all its
employees since 2003, in a guide called
the Ethics, Commitment and Responsibility
Program; the guide has been updated
several times, in 2004, 2008, 2011 and 2013.
Renamed the Ethics Guide™ in 2013, it is
disseminated across the company and
translated into more than 10 languages
so far. It is a Company project designed

to guide the conduct of our employees

in their day-to-day activities. Since

2010, Veolia’s General Management

has entrusted the General Secretary’s
Department, which amongst other things
chairs a committee for the monitoring

of ethical issues and compliance, with
applying and monitoring the company’s
policy on ethics. A network of ethics
correspondents takes part in monitoring

the company’s ethical policy at a local level.

Raising awareness and training
employees

Veolia uses training to ingrain its ethical
culture throughout the company.

(1) Documents available at http://www.veolia.com/en

In 2004 and 2005, the Ethics and Business
Life awareness-raising campaign targeted
over 400 senior executives in France and
other countries.

Between 2008 and 2012, over 3,700 managers
attended the Competition Law Compliance
training program, which consisted of semi-
nars, support material and online training in
France and other countries. In 2013, this was
followed up with an online training course
consisting of four modules and aimed at over
six thousand company employees throughout
the world.

The program on Preventing Criminal

Risk Exposure and Raising Awareness of
Corruption Risks has been deployed since
2010 and has already been delivered to
around 2,700 people, mainly in France (850
executives), Europe, Brazil, the United Arab
Emirates, Great Britain, the USA, China,
Japan and South Korea.

In 2012, nearly 500 managers around the
world received training on improving
fraud control and prevention. All course
participants received a copy of the Ethics
Guide along with the booklet on criminal
risk exposure.

Finally, in 2013 a new communications cam-
paign on the Ethics Guide was run in all coun-
tries in which the company operates.

The guide and a reminder of the values and
major rules it contains was sent to directors in
each country and to members of the Manage-
ment Committee by the CEO in January 2014,
reaffirming the company’s commitment at
the highest level. The documents were then
relayed by the company’s Human Resources
Director and Communications Director to
their departments in each country and fea-
tured in local communications campaigns and
training initiatives.

Providing a framework for
practices

The company uses a number of internal
mechanisms to reduce the risk of non-
compliance with ethical principles:

= a guide to competition law compliance®
(published in 2008, updated in 2010, and
available in French, English, German, Spanish,
Italian, Chinese and Japanese) has been
distributed to company executives;

= a guide to managing criminal risk exposure()
(published in 2010, updated in 2011, and avail-
able in French, English, German, Spanish and
Italian) has also been distributed to executives;
m the Procurement Charter® and the
Procurement Code of Conduct have sections
describing the ethical practices to be respected
and promoted by anyone involved in company
procurement. (For more information, see the
chapter on Managing Sustainable procurement);
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= a company procedure that sets out a
framework for commercial intermediaries
and business introducers. It provides for
central approval by the General Secretary’s
Department and the use of a standard
contract. The contract itself includes a
detailed “ethics and anti-corruption” clause.
Internal audits are carried out to ensure
application of relevant procedures:

= a legal reporting procedure for the company
as a whole;

m a special procedure for sponsorship and
patronage activities";

m a procedure for declaring cases of fraud
involving company employees;

= an internal prevention and management
procedure to handle conflicts of interest;

= an internal guide to good conduct

aimed at company employees involved

in representing its interests;

= an internal procedure on compliance
with competition law;

= an internal procedure to manage criminal
risk exposure and prevent corruption.

These documents are available on our

intranet site and training courses are also
available to supplement them.

(1) Documents available at http://www.veolia.com/en

Internal control and internal audit

Furthermore, control procedures to ensure
compliance with the company’s ethical
principles are deployed in the functional
departments concerned and by the Internal
Control Department.

Fraud reporting was set up in 2005 by the
Internal Control Department. Every six months,
the Managing Director and Finance Director of
all consolidated Veolia companies must declare
whether any frauds have occurred. Each case of
fraud is subject to a review by Veolia manage-
ment to identify any potential weaknesses in
internal controls and the corrective actions to
be taken within the relevant business unit and,
where applicable, in other company subsidi-
aries. The Accounts and Audit Committee is
informed once a year, and more frequently if
necessary, of the reported frauds. The informa-
tion is also shared with the main directions in

charge of risk management and internal control.

The lessons learned from information acquired
in this way are incorporated when defining the
annual audit plan and the audit assignments.

The Internal Audit Department reports
directly to Veolia’s General Management
and regularly informs the Accounts and
Audit Committee of its activities. It works
in close cooperation with the Risks and
Insurance Department and the Internal
Control Department.

The annual internal audit plan, approved

by the Accounts and Audit Committee, is
based on a map of the company’s key risks
.As well as purely financial internal control
reviews, it includes reviews of the entity’s
governance and, in particular, ensures that
the Ethics Guide and company procedures are
understood and applied, and that the human
resources management policy and procedures
are respected. Since december 2012, the
environmental audit team was integrated
into the internal audit department allowing
covering, whenever relevant, all the risk areas
of the audited entity.

The Internal Audit Department also reviews
company acquisitions and new contracts once
they have been made; these audits include

a financial review as well as a review of the
contractual process and terms. The Internal
Audit Department always intervenes in the
event of fraud to recommend the necessary
reinforcement measures.

In addition to audits of each separate legal
entity, cross-divisional audits are carried out,
such as controls on the use of commercial
intermediaries (at regular intervals),

the implementation of anti-corruption
measures (2009), the environmental
management system (2010), social reporting
(2011) and the whistleblowing system in the
United States (2011).
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The Ethics Committee

An Ethics Committee was created by the
Executive Committee in March 2004,

to examine a wide range of ethical
questions or issues. It consists of three to
five members selected by the company’s
Executive Committee. Its members are
under strict obligation to act independently
and maintain confidentiality and are not
entitled to express their personal opinion
outside the committee. To guarantee their
freedom of judgment, they may not receive
instructions from the company’s General
Management and cannot be dismissed
during their term of office (four years
renewable).

The Ethics Committee’s mission is to make
recommendations concerning Veolia’s
fundamental values. It ensures that the Ethics
Guide is accessible to all.

Any employee can call upon the committee
or the committee can take the initiative
itself to analyze any ethics-related issue. It
can carry out visits to check ethics in all of
the company’s operations. During the visits,
individual interviews are conducted with a
sample of employees that is as representative
as possible. The aim, in particular, is to assess
the employees’ level of ethical maturity, their
knowledge of the company’s values, the
ethical problems they may encounter, the
training they receive from their superiors,

or that they themselves provide for their
employees on the subject.

The Ethics Committee can be used as a last
resort by whistleblowers to report issues

that could not be referred otherwise to their
operational superiors or other specific warning
instances about failures in compliance,
particularly in relation to the rules set out in
the company’s Ethics Guide. The committee

is invested with all necessary powers for its
activities and has the authority to summon
any company employee, the statutory auditors
and third parties. It can also call on the Internal
Audit Department or any Veolia departments
or on the services of external experts.

The Committee stepped up an internal
communication campaign to raise
awareness of the whistleblowing system
starting in 2009. In order to increase its
visibility within the company and especially
among non-managerial staff, the Ethics
Committee published a cartoon in 2010 that
lightheartedly explains its purpose and can
be viewed on the company’s intranet site and
website in four languages.

In 2013, the Committee presented its report on
its activities for the past year to the Accounts
and Audit Committee as well as to the
Executive Committee, as it does every year.
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B 3. RECOGNIZED PERFORMANCE

As a company listed

on France’s CAC 40
index, Veolia is rated
for its extra-financial
performance based on
published information
and statements.
Extra-financial ratings
and inclusion in
specialized stock market
indexes provide a
measure of companies’
sustainable development
performance. The principal
areas evaluated are
governance, human
resources management,
environmental
performance, ethics,
human rights, customer
care, supplier relations
and dialogue with civil
society.

FTSE4Good

Veolia has been listed on the FTSE4Good
since 2004. Considering that inclusion
criteria are regularly reviewed and tightened,
Veolia’s recurrent inclusion in these indexes
is an acknowledgment of the company’s
performance and long-term commitment
to sustainable development. Companies
are selected on the basis of a series of
internationally recognized corporate
responsibility and sustainable development
criteria and standards.

Bronze Class Sustainability
Award 2014 from RobecoSANM

Every year, RobecoSAM rates the
performance of companies that are leaders
in sustainable development. Veolia’s
inclusion in the Bronze Class Sustainability
Award category of the Sustainability
Yearbook 2014 ranking recognizes the
company’s excellent performance, marking
it out as one of the top 15% of businesses in
its sector.

Euronext VIGEO Europe 120

Veolia has been listed on the Euronext VIGEO
Europe 120 since its creation in 2012. Vigeo’s

Managing
societal performance

Managing environmental
performance

indices are composed of the highest-ranking
listed companies as evaluated by the agency
in terms of their performance in corporate
responsibility. The index is updated every six
months, providing investors with information
on companies assessed by Vigeo that have
achieved the highest ratings in corporate
social responsibility.

Ethibel Sustainability Indices
(ESI)

Veolia is included in the ESI Europe index,
which selects the 200 European companies
with the best ratings. The Ethibel Sustain-
ability indexes offer an overall view of the
financial performance of the world’s largest
companies in terms of sustainable develop-
ment. These two indexes are composed of
companies listed in the Excellence Register
compiled by the independent organization
Forum Ethibel.

Classified Prime by Oekom
Research

Veolia was selected in the Prime category
assigned by German agency Oekom Research
to companies that are among the best in
their industry for social and environmental
responsibility.

Managing
social performance

Managing

sustainable procurement Appendix

Carbon Disclosure Project

In 2013, the company obtained a score of
94/100, up two points on the previous year,
and is thus ranked on the CDLI (Climate
Disclosure Leadership Index) France, which
is reserved for the 25 top companies.

The CDLI recognizes the transparency of
companies’ carbon information (quality
and clarity of responses), reflecting a solid
understanding of the issues associated
with climate change. In addition, the
company has retained its B rating in terms
of performance. While the average company
score is 75C, these results reflect the fact
that climate change has long been included
in the company’s priorities. The aim of the
Carbon Disclosure Project (CDP) is to assist
investment decisions so they account for
the effects of climate change on companies.
The association is supported by over 760
institutional investors with worldwide
assets worth $92 billion.
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Social cohesion and social equity in the communities we serve are essential to our success in
providing the public services entrusted to us.

In today’s globalized economy, where entire industries are moving across borders and oceans, public
services naturally run counter to the prevailing trend. Water, energy and environmental services
management cannot be relocated. Veolia offers local authorities advantages in terms of social cohesion
by providing efficient public services. Furthermore, a city’s appeal depends to a large extent on its public
services and the various amenities that facilitate the lives of companies and their employees.

As a key player in social and territorial cohesion, we maintain close relationships with the local
authorities we depend on for our business. We have therefore developed a three-fold approach to our
community strateqy that includes a careful analysis of the needs of the communities and regions we
serve, dialogue with local stakeholders, and innovative solutions that meet the requirements of our
public- and private-sector clients.

The company’s commitments to sustainable development in the regions in which it operates
can be defined as follows:

m continue to develop and maintain access to services for residents
m develop transparent and constructive relationships with our stakeholders
m support regional economic development by fostering a partnership-based approach

m take action on international solidarity and humanitarian emergencies

In 2013, we strengthened our societal reporting, improved our processes for engaging in dialogue with
stakeholders, made our external communications on our tangible initiatives more transparent and opened
up channels of communication with new players, in response to more stringent requirements from the public
authorities at a regulatory level in France and Europe, and to increasing demand from our clients.

o
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B 1. CONTRIBUTING TO THE DEVELOPMENT OF ACCESS TO SERVICES

9 3.5 million

people benefit
from drinking-
water services

62 million
people benefit

from wastewater

services

54 million
people benefit
from waste-
collection
services

12 million
people benefit
from heating
services

1,1 Our commitment

In its Sustainable Development Charter,
Veolia undertakes to “contribute to local
economic and social development and
to meet international goals for access to
essential services.”®

Logically, Veolia is therefore committed

to working closely with and on behalf of
its contracting authorities as a key player
in meeting the Millennium Development
Goals (MDG), one of which aims to “halve,
by 2015, the proportion of people without
sustainable access to safe drinking water
and to basic sanitation services.”?

At the last World Water Forum (Marseille
2012), Veolia renewed its commitment,
through Aquafed®, to working constructively
with governments and public authorities in
order to contribute to providing high-quality
water and sanitation services and addressing
water-related challenges both locally and at
a global level.

Our commitment is expressed in tangible
terms through our response to calls for
tender in countries where increasing access

1) Veolia Sustainable Development Charter, commitment number 11. -

3)Aquafed: international federation of private water operators.

to services is a cornerstone of human
development and is formally requested by
the authorities. In the context of the current
debate on new objectives for sustainable
development, the principle of which was
established at the Earth Summit in Rio de
Janeiro in 2012, Veolia backed the contribution
of the United Nations Business & Industries
Major Group on May 24, 2013 in support of
including a specific objective for water and
sanitation in the post-2015 agenda.

Years of working with local public authorities
have proven that Veolia is a reliable, effective
and creative partner that can help them
develop and implement ambitious policies to
achieve the Millennium Development Goals
efficiently. For several years now, the company
has been working alongside numerous
municipalities in developing countries to
meet these challenges, under contracts with
specific and ambitious goals, and incentives
to promote access to basic services for all.

In developed countries, access to water or
maintaining access is also a problem that
affects people in unstable situations or who
are homeless, and Veolia is committed to
addressing this issue.

Veolia and water companies have been
committed to a “Water Solidarity” policy

in France since 2004, in the context of
service contracts with local authorities. This
solidarity policy has been enshrined in law
(through the Cambon Act in 2011 and the
Brottes Act in 2013) and has contributed to
the establishment of new social tariffs, which
will be trialed over the next few years. In
this context, Veolia — via the trade federation
for water companies (FP2E) —is a proactive
force in establishing social pricing structures,
applied on the basis of social criteria.

Veolia has also taken advantage of its
membership of the trade federation for
water companies to submit proposals to
ensure effective access to water, showers
and public toilets for 140,000 people who
are either homeless, living in squatter
settlements or in camps with no water
supply in France. This initiative is part of the
tangible implementation of the right to water
as a human right, recognized by the United
Nations General Assembly in 2010.

Although there are now clear and
internationally recognized goals and
commitments with respect to access to
water, the same cannot be said for energy
and waste management. In both areas,
however, Veolia is careful to observe best
practices and is pioneering new models that
address concerns such as alleviating energy

2) Millennium Declaration of September 8, 2000 (UN); cf. http://www.un.org/fr/millenniumgoals/
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poverty and implementing price incentives
for waste collection and treatment.

Veolia’s Sustainable Development Charter
also includes a commitment to “adapt our
service offers, through dialogue, the quality of
advice we provide and our expertise, to meet
the needs and expectations of clients.” This
commitment, which is intimately connected
and complementary to the one mentioned
above, is a top priority for our company (see

§ 2 Dialogue with stakeholders).

societal performance

Managing environmental
performance

Robust financial
and contract
1 2 models to achieve

social objectivesin
partnership with
public authorities

Through its contracts with local authorities,
the company provides 93.5 million people
with drinking water, 62 million people with
wastewater services, 51 million people with
waste-collection services and over 12 million
people with heating services.

When enabling access to basic services is a
public policy objective, it is made a formal
contractual requirement, either directly
under a delegated management contract,
or in a contractual amendment or specific
agreement. In this case, the provider is set
precise objectives. When contracts do not
clearly specify a robust business plan, Veolia
proactively proposes one as the means to
achieve these objectives.

The work carried out in Morocco is a good
example of the company’s commitment
to providing access to services and

the approach it takes. The delegated
management contracts that Veolia signed
with the Moroccan cities of Rabat, Tangier

Managing
social performance

Managing
sustainable procurement

and Tetouan in 2002 had the ultimate
objective of serving 100% of households.
This goal had an impact on the projected
cost of services. In 2005, when the
government of Morocco decided to make
access to basic services one of the priorities
of its National Initiative for Human
Development (NIHD), Veolia and its
contracting authorities discovered that the
burden to households under the contracts
was too demanding. They therefore

signed an agreement to undertake an
“NIHD Connection” program. This made

it possible to set up a suitable pricing
structure that was more favorable to the
lowest-income households, while setting
new objectives and ultimately establishing
a new business plan. New funding to make
access to drinking water and sanitation
affordable for all was raised through
cross-subsidies from water, sanitation and
energy services in line with local economic
dynamics. Nearly €200 million were thus
invested to connect some 80,000 families
to water supply and sanitation systems.

In Tangier, 9% of eligible families applied
for a subsidized connection within one
year after the system was installed in their
neighborhood, with a payment collection
rate of 97%. This shows the importance

of such “contractual engineering” and

of making sure that prices are properly
aligned with local incomes.

Appendix
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Our expertise:
1.3 P

ACCES

Veolia’s efforts have now connected

over 4.5 million people in emerging and
developing countries to the drinking water
supply. Veolia has also given over 2 million
people access to sanitation services and
provided electricity to nearly 2.5 million
people, primarily through its social
connection programs in Africa and Latin
America®. In Colombia, for example, in the
city of Monteria, which has had a contract
with the company® since 2000, drinking
water coverage has increased from 58% to
99.8% in 10 years and sanitation services
coverage has increased from 27% to 56%.

Veolia is thus instrumental in the overall
campaign to meet the Millennium
Development Goals.

Managing
societal performance

Managing environmental
performance

To achieve these results, the company has

developed a methodology that it applies to all
of its business activities, combining technical,
financial and legal innovations and specialized
communication and marketing techniques to
form a body of expertise known as ACCES. This

1. Use existing water resources and infrastructure
to serve more people, by optimizing the operation
of existing infrastructure and reducing leakage in
the network (tested worldwide and most notably
in India, Morocco and the Czech Republic).

2. Implement pricing policies that are socially ac-
ceptable, by helping public authorities set tariffs
that are affordable to the most disadvantaged
populations, while ensuring the ongoing economic
viability of the service (Morocco, Gabon, Niger, Ec-
uador, Italy, Poland, Bulgaria, France and the UK).

3. Promote subsidized individual connections, by
using an approach that makes it possible to es-
tablish a dialogue with disadvantaged people, un-
derstand their requirements, provide assistance to
reduce the cost of connection to water supply and
sanitation systems, and remove or reduce technical
and administrative obstacles.

4. Propose new methods of providing regulated
and secure collective service when individual cus-
tomer service lines are not possible in the short
term.

1) data as atJanuary 1,2013. 2) through Proactiva, Veolia’s subsidiary in Latin America

Managing
social performance

Managing
sustainable procurement

is based on the eight principles shown below.
The purpose of the first five is to adapt services
provided under public service management
contracts to low-income customers, while the
last three concern the company’s corporate
social responsibility in general:

5. Develop accessible services that meet specific
local needs, by providing all customers with nearby
resources and services that are tailored to meet the
specific characteristics of their neighborhood or
village (Morocco, Romania and the UK).

6. Promote more efficient water use to optimize
services, by raising awareness of the relationship
between hygiene and health with simple mes-
sages about water use (pilot tests in Niger and
Thailand).

7. Societal research and innovation Develop new
and innovative service models that make it possible
to provide good quality water in accordance with
local requirements and in an economically viable
manner despite local constraints (Bangladesh).

8. Assess the impact of the actions taken on hu-
man development and local communities through
programs with researchers (in Morocco, Bangladesh
and India).

These points will be examined in detail in the next
few pages.

Appendix
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Use existing water resources and
infrastructure to serve more people

Our primary objective is to use existing
infrastructure as efficiently as possible.

This includes infrastructure such as water
production and wastewater treatment plants,
water distribution and sanitation networks
and storage tanks. In particular, there are
specific plans to reduce water loss caused by
leaks from water distribution networks to
improve output. In water-stressed areas, this
makes it possible to serve more people using
the same infrastructure, while reducing the
amount of water extracted from the natural
environment per capita.

R In 2005, the World Bank and the Indian
government selected Veolia to conduct a
project in the state of Karnataka to prove
the feasibility of providing a pilot test area
of four municipalities with a continuous
supply of water without increasing the strain
on natural resources. The optimization of
existing infrastructure made it possible to
double the number of people connected

to water services in only four years, while
reducing source withdrawal by more

than 16%. In 2013, Veolia embarked on a
collaborative project with the city of Bijapur
in the north of the country, to refurbish its

water distribution network, which will and
improve its output (which was 60% at best).

@R In Tetouan, Morocco, Veolia succeeded

in reducing water withdrawal by as much

as 18% while delivering 18% more water
between 2002 (when the contract began)
and 2009 (when the threshold of 80%
network efficiency was achieved). This made
it possible to serve 59% more customers
while preserving precious water resources.

Implement pricing policies that are socially
acceptable

Pricing

Only public authorities are able to set
prices for public services. Veolia never sets
rates itself. The principle that “water pays
for water” observed in OECD countries is
unrealistic for many emerging countries.
The investment required is too costly for
customers to bear alone. In these countries,
the objective of “total cost recovery” from
the customer must be replaced with that of
“acceptable cost recovery.”

For each contract, Veolia can propose

solutions and support targeted policies that
ensure the most disadvantaged populations
and/or neighborhoods have improved access

to services, in accordance with the “right
to water” principle. This means that access
to safe drinking water and sanitation must
be affordable: in other words, it must not
exceed the ability and also the willingness
to pay of the lowest-income households.

In some countries, Veolia makes contractual
commitments to ensure that pricing
matches national and local political will to
reduce social disparities.

WA In France, Veolia has launched 27 initiatives
involving more than 200 municipalities

and nearly five million people (figures as
atJanuary 1, 2013) through its Water for All
program, which focuses on three main areas:

emergency individual solutions to maintain
access to the water supply, such as payment
schedules, debt clearance and water
vouchers;

support services to help people manage
their consumption and budget in the long
term;

prevention solutions to issue a notification
in the event of unusual excess consumption.

m Veolia launched its Water Solidarity
program in the Greater Paris region in

2011. The program helps people who are
temporarily or consistently having difficulty
paying their water bill, particularly when the
bill exceeds 3% of their financial resources.
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One percent of the income from water sales
in the area covered by the Greater Paris
water authority (Sedif)—over €2 million
ayear—is paid into a fund that serves to
assist the most disadvantaged households
on a preventive or emergency basis. The

first of its type in France on this scale, the
program makes a substantial contribution to
reducing the cost of service for the poorest
households.

@ The Perpignan intermunicipal
partnership has also made solidarity

a priority in renewing its delegated
management contract for public water
services. Local authorities in Perpignan,
Bompas, Canohes and Le Soler have chosen
to introduce a tiered pricing system through
which the first 60 cubic meters used are
billed at a third of the cost of subsequent
cubic-meter consumption. The initiative
goes hand in hand with measures to roll out
the Water for All program.

m At the request of the authorities in
Morocco, the company has implemented

a pricing structure that enables water and
electricity consumed below a specified
threshold to be purchased for less than
the price charged to Veolia by the national
utilities. For water, this special low rate is
available for up to 40 liters of consumption

per person per day, which is twice the
amount that the United Nations estimates
is necessary to meet basic needs.

R In China, the city of Changzhou has

been applying this type of social policy
since 2007 by providing Veolia with a list

of “low-income individuals” eligible for
subsidized services every six months. Veolia
then ensures that these people are properly
connected to the public water supply. The
number of people benefiting from the
system can vary from one six-month period
to the next; however the program covers an
average of 8,000 to 10,000 applications a
month. About 10,000 households benefited
from subsidies in 2013. Annual subsidy
amounts change in line with adjustments in
water pricing.

@A In Guayaquil, Ecuador, there are a number
of options available to ensure access to
water for the most disadvantaged members
of the population. A mass campaign

of connecting neighborhoods to water

and sanitation services is facilitated by a
mechanism that takes a higher contribution
from major consumers (in the industrial and
commercial sector, among others) to the
benefit of low-income populations. A social
pricing structure has also been introduced
for people on the lowest incomes. This is

set at $0.10 per cubic meter—compared
with the normal rate of $0.55 per cubic

meter—for the first 30 cubic meters of
water used (setting an upper limit helps
to rationalize water consumption). Some
12,000 customers have benefited from
social pricing since 2010. Another initiative
in 2010 was the introduction of a massive
program of debt reduction in relation to
water services for about 5,000 usersina
situation of extreme poverty, along with
flexible payment options aimed at people
in difficulty. Eligibility is determined by the
local government. 37,540 customers now
benefit from these flexible payment plans.

Prepayment

Some households in emerging countries are
not accustomed to planning their spending
in the medium term (on a weekly or monthly
basis). They tend to spend money as soon as
it comes in: having to pay a bill at the end
of the month for a service that is consumed
on a day-to-day basis can therefore be

quite a challenge. This problem is often
exacerbated by the failure of households

to monitor consumption, which gives them
the impression that the bill is unjustifiably
or even abusively high. This can make
customers, and even the local population

in general, hostile toward the provider or
manager of the public service.

Our company’s subsidiary in Gabon, which
produces and distributes both water and
electricity, addressed this problem by
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introducing prepayment plans for electricity.

Prepayment enables consumers to adjust their

spending in accordance with theirimmediate
income. Almost 70% of households in Gabon
were purchasing electricity on a prepayment
basis by the end of 2011. Veolia also began
offering this payment method in northern
Morocco in 2011.

Promote subsidized individual connections

Reducing the cost of service for consumers
is insufficient if most households are not
connected to a public water network. Yet the
cost of connection to public services is often
dissuasively high for many families.

To establish connections to individual
homes in developing countries, Veolia has
developed subsidized connection programs
with innovative financing arrangements
designed in partnership with contracting
authorities. This program may combine,

for example, tailor-made loans, local
cross-subsidies and pioneering financing
solutions with national and international
development aid organizations. The
company has also designed services
intended specifically for low-income
customers and introduced measures in

all of these areas to expand subsidized
connections and monitor their progress.

Propose new methods of providing
regulated and secure collective services

When individual access to drinking water
is impossible (in urban slums, illegal or
non-viable areas), communal standpipes
provide an alternative solution that Veolia
can implement for public authorities.
Examples can be found in countries such as
India, Gabon, Niger, Ecuador, Morocco and
Colombia.

To prevent some of the problems that

may occur in urban environments, such

as abusive consumption of free water by
contractors and other groups for which

the water is not intended, as well as long
waiting lines and the resale of water at
prohibitively high prices, Veolia enables local
authorities to control the amount of water
distributed while still making it affordable
for the poorest populations.

For this purpose, Veolia has developed

a prepaid communal standpipe system
that limits access to people who have a
special key equipped with a computer

chip that contains all necessary water
consumption information. This solution
allows the authorities to allocate a fixed
and pre-paid quantity of water to a specific

population it has identified as requiring
access to inexpensive water. This gives the
most disadvantaged households access to
drinking water at a very low price or even at
no cost.

More detailed information on this subject
is available in an article published in the
Institut Veolia magazine, FACTS, on the
website http://factsreports.revues.org/743

Develop accessible services that meet
specific local needs

To adapt its services to the specific
characteristics of each environment in
which it operates and to the needs of local
populations, Veolia must constantly find
new ways of getting services efficiently to
remote areas.

R Proactiva set up dedicated Social
Management departments to meet the
contractual requirements of the authorities
in Latin America in providing water and
sanitation services to disadvantaged
neighborhoods, which sometimes represent
almost half of the local population. The
choice of service provision depends on

the type of neighborhood: for example,
tanker trucks and communal standpipes
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are used in undeveloped suburban areas,
while individual connections are installed
in neighborhoods that are undergoing
development. Everything is perfectly

clear for local consumers, who are in
constant contact with Social Management
department staff. The end result is that
almost all of these several hundred
thousand people who live in the areas
served by Proactiva have the minimum
recommended access to safe drinking water
at a socially acceptable price.

mm Before Veolia joined the Nagpur
demozone project in India in June 2007,
local inhabitants were only supplied with
water for a few hours a week and had to
pay a lump-sum price regardless of their
real consumption. As may be expected,
there were many fears about the major
changes involved in the project—provision
of water service by a private-sector
company, availability 24/7, and charging in
proportion to consumption—and concerns
among inhabitants about future rates,
people’s ability to pay, and the water system
operator’s exact intentions... Building on
the enthusiastic support of the first people
to benefit from a connection to the public
water system and who volunteered to
promote the new service, Veolia setup a
network of “Water Friends”. This network
was given the task of explaining the new
project to future users, providing them with

all useful information—on issues such as
the respective responsibilities of the public
and private sectors, everyday benefits

and the information resources at their
disposal— and responding to questions and
concerns in their own words. Water Friends
was instrumental in the success of the
Nagpur demozone project.

Outlying areas that have been recently
connected to public water supply systems
are often far from sales offices. The

people who live in these neighborhoods
generally have no bank account and

must make several long back-and-forth
trips between government agencies to
request a connection, obtain information
or pay bills. As a result, some families
sometimes give up on getting connected
to the water service altogether. Veolia
developed the concept of a mobile sales
office to resolve this problem. This consists
of a bus equipped with all normal office
facilities and a communication system that
enables real-time access to the customer
management system. The buses serve
customers directly near their homes. Bus
routes and schedules are planned with
local authorities to coincide with local
events and public gathering places, such
as markets. These mobile offices can also
provide a “one-stop shop” that is shared
with government agencies to make it easier
for customers to fill out and submit official

forms. Initially launched in Morocco, mobile
offices are now being used in rural areas of
France.

Promote more efficient water use to
optimize services

In Niger, where half of consumers get

their water from communal standpipes,
unsanitary transportation, storage and
handling practices can make this water
unfit to drink, exposing local populations to
hygiene and health problems. Employees
of SEEN, Veolia’s local subsidiary, set out to
make sure that people are better informed
about this problem. This is a vital issue in

a country where water-borne illnesses are
the leading cause of death and disease.
Veolia set up a Water and Health program
in 2007 to make local people more aware of
how drinking water and hygiene can affect
health. The program was first implemented
within the subsidiary then presented to
external stakeholders, such as private-sector
managers of communal standpipes, who
were given training by the NGO Rail Niger,
allowing them to inform local populations
about the links between water, hygiene and
health.
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Societal research and innovation:
developing new models

A social business experience

Aware of the difficulties that rural operators
face in emerging countries, Veolia decided to
pioneer new service models —in partnership
with local stakeholders who have an in-depth
understanding of rural concerns—to provide
safe water in accordance with the needs of
local populations and in an economically

sustainable manner, despite local constraints.

In developing these models, Veolia leverages
the company’s capabilities to transfer
expertise to rural water system operators and
enhance their contributions.

The partnership with Grameen Healthcare
Service (a subsidiary of Grameen Bank)

is Veolia’s first social business project.
Instigated in 2008, its objective is to provide
drinking water in compliance with World
Health Organization (WHO) standards

to poor rural populations in areas of
Bangladesh where underground water
naturally contains large amounts of arsenic.
Five years after its creation, the Grameen-
Veolia Water joint venture continues to
expand its network of communal standpipes
and individual water connections in the
rural villages of Goalmari and Padua.

The partnership with Grameen is an
opportunity to apply the social business
principles established by its founder,
Mohammad Yunus (winner of the 2006
Nobel Peace Prize) to the provision of
drinking water. This involves adapting
market economy mechanisms to the poorest
populations to provide sustainable solutions
rather than excluding them by offering
charity or short-term subsidies. In accordance
with the principles of social business, the
profits generated by the sale of drinking
water are all reinvested to develop the project
and the business.

After getting off to a very strong start, the
project began to stall in 2010. Grameen-Veolia
Water therefore asked a team of Bangladeshi
anthropologists at the Drishte Research
Center to find out why. After a six-month
study and the preparation of an action plan,

water consumption is now steadily increasing.

However, consumption growth is too slow
and at its current rate it will take too long to
reach the breakeven point. Grameen-Veolia
Water has therefore decided to use its plant in
Goalmari to produce large “demijohn” bottles
of water for urban customers. The money
earned from this finances the development
of the rural area project, according to the
principle of urban-rural solidarity.

By the end of 2013, the company was selling
over 500 demijohns of drinking water a day

in urban areas and supplying a drinking
water network made up of 75 outlets in
rural areas.

Find out more about this project’s links with
the academic world in § 2.3 / Dialogue with
civil-society stakeholders and academics.

Output-based aid

In other areas, we are working on new
models to enable the poorest populations

to access services. One example is Veolia’s
partnership with the World Bank and the
Global Partnership for Output-Based Aid
(GPOBA) in Tangier between January 2007
and December 2011, where an output-based
approach was tested on water supply and
sanitation projects for the first time. The idea
is to gradually pay out a grant as measurable
and verifiable objectives are successively
achieved, as determined by an independent
audit. Since investments are initially financed
by the public- or private-sector operator, the
gradual release of funds provides an incentive
to quickly achieve program objectives in
compliance with specifications. This approach
provides an alternative to standard public aid
and makes it possible to engage the private
sector in financing service-access projects.
Avyear before the project was completed,
Veolia’s subsidiary Amendis Tangier had
established enough connections in the
neighborhoods approved by the World Bank
to receive the full amount of the grant it had
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been allocated. This shows the efficiency of
the approach introduced by Veolia to rapidly
develop access to water and sanitation
services for all.

More detailed information is available on
the Global Partnership for Output-Based Aid
website at http://www.gpoba.org/

Social mediation
Other subjects, such as social mediation, are
also at the heart of the company’s actions.

m Veolia and its Sustainable Development
department have been working in the Greater
Paris region since 2012, in partnership with
the association VoisinMalin, which recruits,
employs and trains residents of disadvantaged
neighborhoods to talk to other local residents
and help them understand how public
services operate (see § 2 Dialogue with
stakeholders).

® Veolia is also a founder member of the
National Union of PIMMS® (UNPIMMS),
which brings together and runs the network
of local PIMMS in partnership with the
French government, local authorities

and regional players. The PIMMS concept

1) Multi-service information and mediation point.

consists of facilitating access to public
services for people in a given area and
preventing difficulties. PIMMS mediation
staff offer users support, explanations
(about topics such as day-to-day processes,
billing arrangements and access to internet
services) and advice (on areas such as
managing a family budget and controlling
energy consumption). In June 2011,

Veolia and UNPIMMS signed a three-year
partnership agreement.

Assess the impact of actions taken on the
quality of life

In 2007, Veolia joined a research program to
assess the impact on human development
and welfare of subsidizing the connection
of water supply and sanitation service lines
to households in the city of Tangier. This
program was conducted in partnership
with the Abdul Latif Jameel Poverty Action
Lab (J-PAL), an MIT economics research
laboratory headed by Esther Duflo. In
addition to funding, Veolia also provided
operational support.

This research found that the service provided
specific benefits in terms of social integration,
additional leisure time and welfare. The
findings were presented in January 201Tin
Paris and were published in a paper entitled
Happiness on Tap: Piped Water Adoption in
Urban Morocco (Devoto, Duflo et al, 2011).

An evaluation of the Grameen-Veolia

Water project was carried out in 2013

in conjunction with the ESSEC Business
School (see § 2.3 / Dialogue with civil-society
stakeholders and academics). Among other
things, the results of the study showed that
there was no segmentation of civil society
in terms of water consumption in the area
studied (that is, standard of living has no
impact on water consumption). Articles will
be published in due course.
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B 2. DIALOGUE WITH STAKEHOLDERS
While dialogue with our clients, public What was once a binary and then a trian-
2.1 Our commitment, authorities and industrial clients remains gular relationship has become a matrix,
our approach particularly important, not least in terms with the emergence of new players in
of improving our service and responding to civil society, NGOs, social entrepreneurs,
their new expectations, it is no longer our consumer associations, solidarity organiza-
Over the last few years, the ecosystem in which  only focus. tions and academics. The arrival of these
a business specializing in environmental services new players has extended the traditional
and access to essential goods operates has Satisfying the needs of end consumers or boundaries of our activities and obliged us
undergone a fundamental change. The way in users (our “indirect” clients) is essential, as to take a fresh look at the governance of
which the company interacts with its environ- without the support of the wider popula- the business. The company is committed
ment, treats its employees and engages with its  tion for the level of service we offer at the to engaging in dialogue with not just some
stakeholders determines its acceptability as a price we ask, we do not have a legitimate or but all of its stakeholders.
producer and seller and its “license to operate”. sustainable business.

Our stakeholders: multiple complexities

e Shareholders e Investors e SRI e Trade federations
ECONOIIiC e Subcontractors/Suppliers e Financial rating agencies
_ partners o Other financial and economic actors
L]
Mmp oyees (banks, insurance companies, etc.)
anagers o
Staff e

Unions e

Internal
actors

e Governments e Local authorities
Public e Local authority organizations e Supervisory authorities
[UHLTIEN o European institutions e International institutions

Local authorities e o Public institution organizations

Industrialists e

Consumers e

National governments o e Associations / Foundations e Lobbying organizations

Regional governments o e Environmental organizations e Development organizations

Civil society/

i e Think-tanks e Extra-financial rating agencies
Associations e

e Experts/Academics e Local people
@ Social entrepreneurs o Media
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As part of Veolia’s transformation, its

CEO, Antoine Frérot, decided to create

a committee of “critical friends” for the
business to call on the expertise and advice
of independent eminent figures. The
committee consists of 10 members, half
from France and half from international
backgrounds, from community, institutional
and academic organizations, who are willing
to offer the new Veolia their expertise, vision
and constructive criticism. The committee

is chaired by Jean-Michel Severino, former
Director General of the French Development
Agency and Vice-President of the World
Bank; he now heads a fund management
and technical support business for SMEs in
Africa.

The committee met twice in 2013, with the
CEO and members of the Executive Commit-
tee in attendance. The quality of the discus-
sions and proposals put forward prompted
us to clarify certain actions. In order to
incorporate such positive dialogue into the
company’s strategy, it was decided that the
chair of the committee should provide an
annual report of its proposals and positions
to Veolia’s governance bodies.

Veolia produced two reference documents
in 2013, in order to promote an active policy
of dialogue with stakeholders in all the
areas in which we operate.

uThe first of these is a map of our stakehold-
ers (political institutions, financial institu-
tions, professional associations, associations
of local authorities, development and solidar-
ity NGOs, foundations and universities). For
each of these, we have defined objectives,
the partnerships we would like to build and
points of entry into the company. A commit-
tee of stakeholders has been tasked with
building on this and making it a reality.

u The second is a methodological guide to dia-
logue with stakeholders, aimed at operational
managers (countries and operational entities)
to enable them to implement the policy

and in particular, to make the link between
specific local circumstances and the guide-
lines established by the teams at head office.
Deployment of the guide is accompanied by
feedback, sharing and dissemination of good
practices and the pitfalls encountered.

Dialogue with non-contractual stakeholders
is now based on a clear managerial deter-
mination and tools designed to support its
deployment and ensure high-quality content.
Today, it is not only a question of talking to
and understanding each other but of building
joint projects between players, notably in
relation to social entrepreneurship (such as
social businesses) or as part of the transition
towards sustainable cities via multi-actor
platforms.

Dialogue with
2 2 local stakeholders

under a contractual
framework

Veolia’s stakeholders come from multiple
backgrounds: local authorities and elected
officials are not only our main contractors
and institutional clients but also are the
elected representatives of the people in

the communities we serve. Furthermore,
most of their constituents are consumers

of the services we provide and often live
near the facilities we operate. Industrial and
institutional clients are also economic actors
in the areas where Veolia operates. The
relationships between these stakeholders
are complex and Veolia takes specific steps
to ensure the best possible and transparent
dialogue with each of them.

Our companies promote ongoing dialogue
with all local stakeholders in the context
of our contracts with local authorities.
Management of basic services requires
the support of consumers and all relevant
stakeholders with regard to the services
provided and the cost of these services.
Cooperation is a prerequisite for efficiency
and legitimacy.
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Local public authorities

Our public-private partnership model

for providing public services ensures an
ongoing dialogue with local authorities and
government agencies. The resources and
procedures for maintaining this dialogue
are specified in our contracts, as are the
means and frequency of our interaction
with stakeholders. Dialogue with elected
representatives and local civil servants is
an ongoing process, not only to ensure
strict compliance with the terms of the
contract but also to adjust agreements

to the authority’s changing needs.

They communicate their requirements

or complaints using procedures they
themselves specify contractually and our
ability to respond to these requests is one
way that our performance is measured.
The service provider’s obligations to
communicate information transparently —
through quarterly reports, performance
indicators, etc.—are also specified
contractually.

Veolia is also able to provide national and
local authorities with specialized expertise
in specific areas and assist them in planning
a strategy for their environmental solutions.

®a Through its Proactiva subsidiary, Veolia
is a partner to the city of Monteria, in
Colombia, and has supported it for several

years in its approach to combating climate
change. In 2010, the municipality decided to
innovate, by becoming the first Colombian
city to calculate its carbon footprint on the
basis of know-how from its private-sector
partner, Proactiva. Once it had a carbon
map of its territory, the city pursued the
process it had begun with the company by
defining a target for reducing greenhouse
gases and developing a master plan, the
Monteria ciudad verde 2019 climate plan,
which consolidates about 15 planned
actions, and which the city’s mayor
presented to the press and community
organizations on August 10, 2011. This
project strengthened the company’s
reputation for expertise in the country.
The Colombian government has also asked
Proactiva to participate in a recently created
national task force on climate change. In
2013, the city of Monteria achieved Leading
Sustainable City status for its Monteria
ciudad verde 2019 program. In March 2014,
Monteria joined the five other finalists

out of 163 cities that took part in the Earth
Hour City Challenge competition organized
by the WWF in Vancouver and also won
the award for the most sustainable city in
Colombia.

ma Veolia has entered into discussions with
associations of elected representatives at
a national level (in France, the Association
des maires de France and the Association

des maires des grandes villes de France)
and internationally (Cités et gouvernements
locaux unis and ICLEI) in order to take part
in discussions on ecological transition

in cities and managing scarce resources.
Veolia’s stance is one of promoting
moderation (combating waste), rational
use (avoiding unnecessary consumption),
efficient consumption and identifying
alternative resources (reusing waste water
and the circular economy) in response to
the urban challenge of providing greater
well-being and more services while putting
less strain on natural resources.

Industrial clients

Veolia supports its industrial clients in
developing their activities in ways that
reflect the company’s environmental and
social responsibility.

This is based on a cooperative approach that
focuses on:

ensuring Veolia’s commitments are in line
with the CSR policy implemented by our
industrial clients;

providing access to our know-how and
tools (such as those used for calculating an
organization’s carbon footprint) to ensure
optimal management of natural resources,
respect for biodiversity and promoting the
circular economy.
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@A The project at the ArcelorMittal Vega
plantin Brazil is a good example of a
successful partnership between Veolia and
its industrial client ArcelorMittal Brazil.
Working in a constrained environmental
context (a natural area with a high level
of biodiversity), Veolia supported its client
by providing utility services, including
design, construction and operation of a
multi-utility plant (compressed air, hot
water, etc.), end-to-end management

of the water cycle, waste management,
production and distribution of industrial
gases and distribution of electricity and
natural gas. Veolia was able to meet

its client’s expectations by deploying
innovative techniques (in particular, low
water consumption — with a reuse rate of
over 98.5% —and recycling of 95% of solid
waste).

@A In the pharmaceuticals sector, Veolia
has been supporting Novartis since 2001
and managing its site in Basel (Switzer-
land), home to Novartis’ head office and
several production units. Veolia provides
and optimizes water supplies and manage-
ment (drinking, ultra-pure, industrial and
demineralized water) and utilities (electric-
ity, steam, superheated water, compressed
air and cooling water) and provides waste
collection and waste treatment services, in
particular recycling of special waste.

Veolia’s Research & Innovation teams

have contributed to defining innovative
processes in respect of energy efficiency
and special waste treatment (particularly
solvents) and implementing them at an
operational level. Offering access to our
know-how and tools has resulted in a new
partnership, in which Veolia will reproduce
the expertise it used in Basel in 15 of the
group’s plants in France, Spain, Italy and
Ireland. The agreement covers drinking
water, industrial (demineralized) and waste
water, treating toxic pollution and seeking
circular economy solutions for energy and
solvents. The new contract, with a major
industrialist, covers multiple occupations
and multiple geographical areas, and aligns
perfectly with Veolia’s new strategy.

@A In April 2013, Veolia and Total opened
Osilub, a plant to convert used oils into
high-end lubricants. The conversion
process, developed by Veolia in conjunction
with the Regional Center for Innovation
and Technology Transfer in Toulouse and
with support from ADEME, the French
Energy Management Agency, produces

a regenerated base oil, Vacuum Gas

Qil (VGO), which undergoes a finishing
treatment in the nearby Total oil refinery.
This example of industrial synergy is also
part of a circular economy process of
saving resources.

Consumers/users and impact
on local communities

Veolia works actively to maintain a dialogue
with its clients, local communities and
residents and to keep them informed of

its activities through initiatives such as
meetings with local officials, non-profits
and residents, tours of facilities and “open-
house” events that include the general
public.

We can only achieve this dialogue and
pursue the search for tailored solutions if
we have a solid prior understanding of the
different stakeholders involved and the
issues affecting each of the areas in which
we operate.

®a In late 2011, Orange City Water (OCW)
—a joint venture between Veolia Water
India and VIL—signed a delegated
management contract with the Indian
authorities to improve the drinking water
supply in the city of Nagpur. The goal is to
ensure an uninterrupted service for all of
the city’s inhabitants, including the third
of the city’s population who live in slums
(about one million inhabitants), in line with
international standards on water pressure
and quality.
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@A In 2011, through a partnership with
Veolia’s Water business activity in India

and as part of its Societal Innovation
campaign, Veolia’s Sustainable Development
Department launched a research-action
project with IRENE—the Institute for
Research and Education in Negotiations

at the ESSEC business school—and the
Centre de Sciences Humaines (CSH) research
center in Delhi, designed to anticipate the
challenges involved in connecting slum
areas to the drinking water supply and
providing OCW with solutions to help
organize and manage these operations. The
project aims to:

analyze and understand issues related
to organizing a water supply system in
slums before the contract comes into
effect (including governance, resources,
stakeholders, practices and links to the
informal economy) and the possible impact
of a new operator entering the market;

analyze and map stakeholders in the water
sector in India, with a focus on Nagpur.

The research program paved the way

for contract targets in line with the
expectations of those affected by the
service. It also serves to highlight the
external factors resulting from the arrival of
a private operator, allowing us to anticipate
the kind of solutions we will need to

implement. IRENE and CSH submitted about
10 overall recommendations, which largely
recap the findings of Veolia teams.

Understanding and servicing the needs of
disadvantaged populations is gradually be-
coming a distinct function at Veolia.

@A In Colombia and Ecuador, Proactiva has
set up dedicated departments to handle
relations with consumers and stakehold-
ers, particularly in the most disadvantaged
neighborhoods and areas. These “commu-
nity management” departments are part of
the local subsidiaries’ sales departments,
which provide appropriate human resources
and equipment. The departments work

in conjunction with all subsidiary depart-
ments and play a pivotal role that consists
of informing and listening to local residents
whenever a new project is to be launched
(that s, service line connections, start of
works, a new invoice model or a sanita-

tion system extension), and detecting any
potential difficulties and providing feedback
that sales departments can use to adapt ser-
vices if necessary. They perform these tasks
working with specific representatives in
each neighborhood and in conjunction with
elected representatives and other public-
sector and NGO partners. Veolia considers
this approach to be of strategic importance,
since it helps strengthen its foothold in local
communities.

The Alrededor de Iberoamérica program is an
education program that has been running for
several years (2015 will be its eighth) in schools
in Latin American towns and cities served by
Veolia. The program works in partnership with
the OEI (Organizacion de estados iberoamerica-
nos) and raises awareness about the Millenni-
um Development Goals, the environment and
sustainable development through illustrations,
board games, teaching materials and so on, and
reaches almost 30,000 children in state schools
in eight countries.

@R In the Greater Paris region, Veolia’s Wa-

ter and Dalkia business activities have been
supporting the VoisinMalin association since
2012, backed by the Sustainable Development
Department. VoisinMalin provides “neighbor”
services to companies, institutions and public
authorities by recruiting and training local
people to foster stronger ties with service
users through an approach that involves
door-to-door visits to explain services, oral
translation where necessary and assistance in
using services. The result is a network of well-
informed neighbors who provide a new point of
contact for residents facing economic, cultural
or language difficulties. This creates added
value for both local services and neighborhood
residents. VoisinMalin helps Vedif and Dalkia to
improve the services they provide to the public
and to increase satisfaction among end users.
Through this partnership, VoisinMalin focuses
on helping people control consumption while
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preventing unpaid bills and putting people in
touch with social services.

m Veolia is also a partner of the National
Union of PIMMS (UNPIMMS), which brings
together and runs the network of local PIMMS
(Multi-service information and mediation
points) in partnership with the French govern-
ment (see § 1.3 / ACCES 7— Social mediation).

ma In Tangier, when the National Initiative for
Human Development (NIHD) Connections
program was launched, Veolia and its contract-
ing authority client decided to set up an “NIHD
Committee.” The committee, created by Veolia
and its contracting authority, meets every two
weeks and is composed of all program part-
ners, including the city’s prefecture and urban
planning and development agencies. Its job

is to decide borderline cases (where house-
hold qualification must be closely examined),
discuss any obstacles or problems encountered
and immediately find a solution. This commit-
tee is one of the reasons why this very ambi-
tious and extremely important project has
made such good progress.

However, clients and individual customers,
apart from those in difficulties, sometimes fail
to understand our company’s activities and
responsibilities. As a result, civil society actors
and user associations can also misunderstand
how the service is managed, which may lead
to questions.

wa To this end, the Club Consommateurs
was set up in Marseille in 1998, involving
management at the highest level. The CEO
of Eaux de Marseille now sits in on every
meeting. In addition, based on the issues on
the agenda, directors in charge of relevant
projects for both the service provider and
the local authority are on hand to answer
questions from neighborhood committees,
known as comités d’intérét de quartier
(ClQ). The club aims to promote immediate
feedback on expectations, demands,
obstacles and disputes. The goal is to
inform representatives of civil society, who
act as intermediaries while also promoting
dialogue. Club Consommateurs participants
are involved in drawing up the agenda for
meetings and are free to raise any issue
they choose.

Veolia regularly conducts customer
satisfaction surveys as part of its own
operations. These surveys enable us to
assess how our services have progressed,
along with their benefits to users, what
users expect and why they may be
dissatisfied. We make firm commitments
to our clients at a local level in numerous
operational situations. When our services
are sufficiently mature to warrant the
deployment of a quality management
system we carefully monitor these
commitments as part of our continuous
improvement process.

The informal sector

The informal sector, or informal economy,
impacts Veolia’s operations in a variety of
ways. It is sometimes a competitor (as in the
case of recycling), sometimes complementary
to our activity, and sometimes even critical

to making our contracts economically viable.
It must therefore be acknowledged and
understood.

mm At the Presidente landfill site in Cali, in
Colombia, a social integration initiative

for rag collectors has been set up in
partnership with local bodies. Following

the implementation of an action plan to
provide official recognition for such activities,
100 rag collectors have set up two recycling
cooperatives and have been given relevant
training, along with obtaining access to
medical services. The company provided all
necessary funding to enable training and set
up the cooperatives, among other things.
Other local stakeholders are also involved

in other areas, such as healthcare, nutrition
and education. Following a consolidation
phase (2008-2012), the cooperatives are now
operating independently and the company
is making preparations to subcontract a
number of services, for example parks and
gardens maintenance.

®a Another example comes from the
Philippines, in the informal recycling
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sector for waste electrical and electronic
equipment in the metropolitan region of
Manila: the Veolia Foundation is providing
four years’ support for the program
launched by the NGO Médecins du monde
(MDM) in 2012, and which aims to improve
working conditions and health for workers
in this sector. This involves providing both
financial support and skills, by offering

the services of volunteers from a Veolia
company that specializes in WEEE recycling
to train recyclers on the dangers of toxic
products and work with them to find
solutions to minimize health risks and
adjust recycling practices.

societal performance

Managing environmental
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Dialogue with
23 civil-society

stakeholders
and academics

The Institut Veolia:
looking to the future

The Institut Veolia is an unusual think-tank
that provides insights into the future and
supports innovative modes of interaction
between the company and civil society.

The Institut Veolia is a not-for-profit
association created by Veolia to build

a forward-looking vision of emerging
challenges at the crossroads of environmental
and societal issues. Since 2001, it has been
engaged in an ongoing dialogue with
scientific and academic environments and
key development players such as NGOs that
lead their field in the areas concerned. The
organization is designed to contribute to
long-term insight into universal issues while
providing a platform for independent debate.
For all its activities, the Institut Veolia relies
on a multidisciplinary, international network
of partners, including the members of its
Foresight Committee, which was enlarged

in 2013 by the addition of economist Esther
Duflo, a professor at MIT and a member of
President Obama’s Global Development

1) The 12 partners include the Potsdam Institute for Climate Research (PIK), the London School of Economics and Political Science, the World
Health Organization, the European secretariat of the ICLEI and other German, British, Belgian, French, Italian and Spanish organizations.

Managing
social performance

Managing
sustainable procurement

Council. The Institute is able to use the
leading internationally renowned expertise
of its Foresight Committee to guide its work
while staying closely in touch with the reality
of social and environmental concerns through
its exposure to Veolia’s day-to-day operations.
This combination of global awareness and
local practices gives the Institut Veolia an
original and powerful perspective.

The major directions of future development
outlined in 2013 were:

The research program on helping cities adjust
to natural or climatic disasters, as part of

the European Ramses - Science for Cities in
Transition project, including the organization
of the first Stakeholder Dialogue in Brussels in
October 2013. The event was an opportunity
for partners to share the first expert reports
produced as part of the research project
(onindicators, planning, development costs
and the emergence of a shared vision of
urban transition towards resilience) with key
stakeholders engaged in helping cities adjust
to climate change. Led by the ICLEI, this first
meeting brought together representatives
from cities (Antwerp, Rotterdam, Bratislava
and Dresden), the European Commission, the
European Environment Agency and academic
experts. It is worth mentioning that through
the Institute, Veolia is the only business
representative to act alongside academic
and institutional partners.

Appendix
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Managing and restoring ecosystems is the
theme for the Institute’s 7th Environmental
Foresight Conference scheduled for May 29-
30, 2014 in Washington, DC, which will look
at the links between ecosystems, economics
and society and how to restore ecosystems
on a large scale. The conference will focus
on analyzing restoration projects through
the ecological improvements they offer
but also the economic and development
opportunities attached to them. This is
an initiative on an international scale,
resulting in an innovative collaboration
between the Institut Veolia, the French
Development Agency —as the financial
institution at the heart of the French system
of publicly funded development aid — the
International Union for Conservation of
Nature, which is the largest environmental
network in the world, and the National
Academy of Sciences, which represents
American scientific excellence. The aim of
the Institute’s conferences is to drive public
debate, act as a catalyst for innovative
thinking, mobilize the most advanced expert
views and facilitate dialogue between key
players. The Institute will also be playing to
the full its role in shedding light on topics
associated with environmental and social
foresight.

Since 2007, the Institute has been working
towards its aim of capitalizing on and shar-
ing experience and knowledge through the

development of two original, electronic, sci-
entific journal projects, S.AA.PLEN.S and FACTS
Reports; the first of these is dedicated to
interdisciplinary themes in the environmen-
tal field and the second to development
actions on the ground, led primarily by
NGOs. No other business, to our knowledge,
has forward-looking publications tools like
S.A.PLEN.S and FACTS Reports. At the same
time, these provide an opportunity to:

collect objective knowledge and confront
innovative ideas;

identify new challenges and emerging
needs;

create and maintain networks of experts;

identify the most reliable knowledge based
on a multidisciplinary approach and innova-
tive practices and share them with NGOs.

In addition to spontaneous submissions of
articles, the content of the journals relies

on themed or geographical partnerships
with an immediate impact, both in terms of
diversifying the readership and increasing
geographical coverage. 2013 again saw a very
substantial increase in the number of visits
to the two journals’ websites, with each of
them achieving 500,000 page views. This

is a significant development, which was
made possible thanks to strong and visible
cooperative relationships, such as with

the IUCN for S.A.PLEN.S or Livelihoods for
FACTS, which have helped unite a scientific

community around a particular topic, provide
content and visibility and finally, increase

the impact with an ever-larger and more
international readership. Such innovative
editorial partnerships reflect Veolia’s
commitment to promoting the public
interest by mobilizing on the one hand, the
relevant scientific communities and on the
other, leading players on the ground and
networks of NGOs.

In 2012, the Institut Veolia received official
accreditation from the UN General
Assembly and joined the “civil society”
network of UNDESA. It is also recognized
by the European Commission as a research
organization, an essential prerequisite for
participation in the Seventh Framework
Programme (FP7). These advances have
promoted recognition of the Institut Veolia
as a platform for knowledge sharing and
networking on priority issues.

Thanks to Veolia’s commitment and through
its journals, studies and conferences, the
Institut Veolia collects and builds on reli-
able scientific knowledge and field-proven
practices to make these assets available to
all stakeholders in the public and private
sectors who are working to tackle sustain-
able development issues.

For more information about the Institut Veolia,
see: www.institut.veolia.org.
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Social business
and the academic world

The partnership with Grameen Healthcare
Service (a subsidiary of Grameen Bank) is
Veolia’s first social business project. The aim
of their joint subsidiary, Grameen Veolia
Water, is to provide drinking water to poor
rural populations in areas of Bangladesh
where underground water naturally
contains large amounts of arsenic (for more
information, see § 1.3/ACCES 7).

The project and the innovative economic
model it implements (social business)
have caught the attention of prestigious
universities such as the ESSEC business
school through the Institute for Innovation
and Social Entrepreneurship (IIES) and
Stanford. As part of the GMIX (Global
Management Immersion Experience)
program, for example, two students
from the MBA (Master of Business
Administration) program at Stanford
University were sent to Grameen Veolia
Water for a month, in September 2013, to
work on the project’s development and
implementation strategy.

Partnership with ESSEC'’s
Institute for Innovation and
Social Entrepreneurship (IIES)

Since 2009, Veolia has been working with
the ESSEC on a research-action project.

Created in 2005 by ESSEC’s chair in Social
Entrepreneurship, the IIES is the first
institute for social entrepreneurship
launched by a management school in
France. The aim of its research-action
programs is to support the emergence
and development of sustainable social
enterprises with a significant social impact.
As a forum for innovative ideas, it helps
compare actions on the ground with
theoretical concepts.

In 2013, the IIES worked on evaluating the
Grameen Veolia Water project through its
cooperation with Veolia. The evaluation tool
it developed combines several indicators

in the financial, environmental, social and
health fields. One of the findings from

the Grameen Veolia Water project, for
example, was that there is no segmentation
of society based on water consumption

(the quantities of water consumed remain
stable across groups with different levels

of affluence). The evaluation was based
primarily on developing and implementing

performance monitoring indicators on key
issues. The indicators are extremely useful
for the business being evaluated (articles
will be published in due course). They enable
better monitoring of the project for its
administrators and have been developed
into decision-making tools for managers.

The chair in Social Entrepreneurship has
created an educational case study based

on the Grameen Veolia Water experience.
This has been submitted to students
working under the ESSEC chair in Social
Entrepreneurship and Global MBA programs
since 2012.

Another form of dialogue in the social
entrepreneurship sector is the discussions
initiated in 2012 with Antropia (IIES-ESSEC’s
business incubator) and Ashoka, the first
global network of social entrepreneurs
(3,000 in 80 countries), aimed at

creating mechanisms to develop social
entrepreneurship at a territorial level.

The project is based on pooling Ashoka’s
and Antropia’s know-how in respect of the
social and solidarity economy on the one
hand and Veolia’s territorial coverage on the
other, to help social entrepreneurs make
their social business perform better and be
more efficient and more sustainable.
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Participation in the Enterprise
and Poverty action tank

Created in 2010, by the chair in Social
Business, Enterprise and Poverty at the HEC
business school in Paris as a testing ground
for social experimentation, the Enterprise
and Poverty action tank now brings together
enterprises, associations and the academic
world around a common aim: helping to
reduce poverty and exclusion in France.

Its objective is to help businesses develop
economically sustainable projects that have
an impact on reducing poverty and exclusion
in France and have the potential to be
deployed on a large scale.

Veolia joined the action tank in early
2014 and is playing an active role in the
working group on refurbishing run-down
condominiums.

Dialogue with

,4 development
institutions

As a global business, Veolia needs to set an
example in terms of social responsibility.
Veolia continues to work with the major UN
agencies, bilateral organizations and inter-
national donors to meet its commitments as
a member of the Global Compact, which it
joined in June 2003, help achieve the Millen-
nium Development Goals and participate in

defining international development agendas.

Veolia takes its commitment further than
the 10 principles of the Global Compact by
participating actively in the themed working
groups CEO Water Mandate and Caring for
Climate. The company also contributes to
extending the influence of the 10 principles
by working with local Global Compact
networks, particularly in France, and
participated in the Global Water Summit in
New York in 2013.

Through its participation in the R20 @,
which brings together several regions of
the world around a common objective of
combating climate change, Veolia was given
the Sustainia Award, a competition created
by the Scandinavian think tank Monday
Morning and developed in close cooperation

with the UN Global Compact. Sustainia is
the only award of its kind and each year
recognizes an innovation in sustainable
development. In 2012, Veolia won the
Sustainia Award for two of its achievements:
an almost zero-carbon car-manufacturing
plant in Morocco and an innovative approach
to recovering heat from data centers in
France. The awards were presented as part
of the international Rio +20 conference. In
2013, the joint Veolia/Dalkia/city of Boras
(Sweden) project based on an innovation
linked to optimizing the management of
heating networks in the city of Boras, helping
to reduce the use of fossil fuels and therefore
the city’s carbon footprint, won the award for
Best Energy Solution.

Since 2013, Veolia has been directly
involved in the consultation with major
groups instigated by the UN as part of the
preparations for the next Conference of the
Parties on climate (COP21in Paris in 2015).

Veolia is an active member of the World
Urban Campaign headed by UN Habitat, the
agency that promotes sustainable urban
development. At the World Urban Forum

on “The Urban Future”, held in Naples, Italy,
in September 2012, Veolia was given the
opportunity to showcase its solutions to
promote efficient, sustainable management
of urban services. Based on its ability to
provide such solutions, the company has also

2) R20 (Regions of Climate Action), a non-governmental organization founded by Arnold Schwarzenegger in 2010 with the support of the United Nations, is a coalition of sub-national governments, private
companies, international organizations, NGOs and academic and financial institutions. According to the R20 Charter, the NGO intends to limit the increase in world average temperature to 2 degrees Celsius

by 2020, by reducing global greenhouse gas emissions by 75%.
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joined a panel of international experts tasked
with preparing the Habitat Il conference
(2076), where the focus will be on the role of
these fundamental services in strategic urban
planning.

In addition, Veolia has sought to participate in
operational partnerships with international
organizations, either on infrastructure
projects in difficult environments or in pilot
projects that seek to provide access to basic
services for all. This participation has, for
example, taken the form of joint investment
with AFD subsidiary Proparco and the World
Bank’s International Finance Corporation (IFC)
in companies in Africa and India, where the
development of infrastructure and access to
water, sanitation and electricity are of crucial
importance.

By investing alongside economic
development actors, Veolia is stepping up

its commitments in emerging countries
while ensuring that its business assets are
contractually secured. The company also
incorporates clear social objectives into its
contracts. The Group is also involved with

the World Bank in experiments where the
skills and dialogue helped win contracts. In
India (Demo-zone of Karnataka) Veolia proved
that it was possible and affordable to supply
water continuously through an appropriate
pipe renovation program. In addition to the
technical and operational solutions, employee

skills, the strict contractual innovative
public-private model (mastery of the
financial risk), participation and community
dialogue (social mediation cell to cooperate
with local stakeholders or the State) and
communication / awareness of people which
allowed Veolia to meet the expectations and
extend the contract twice. This “laboratory”
has also paved the way for other contracts in
India. The case of Morocco (OBA pilot project)
is to be remembered too.

Participation

2,5 in multi-actor
platforms

Veolia’s partnership initiatives are part of

an approach based on making use of its
partners’ respective areas of expertise to
support specific areas. By getting involved in
multi-actor networks or platforms at both
alocal and international level, the company
seeks to identify synergies with its ecosystem
(the private, public or community sector or
the world of research). These synergies help
produce messages and even common actions
for territorial development and promotion.

A Vivapolis is an umbrella label that seeks
to bring together French organizations —in
both the public and private sectors —that
are committed to promoting a shared

aim of sustainable urban development

at an international level. The government
aims to use the Vivapolis label to bring
together French businesses and local
elected representatives to conquer urban
development markets that are growing
strongly in emerging countries. The approach
is developed on a joint basis and supported
by the French public authorities and by
trade federations in the private sector. It
was launched in Nantes in September 2013
to coincide with Ecocity, the 10th World
Summit on sustainable cities, in which
Veolia took part. A website vivapolis.fr

(and vivapolis.com) has been set up under
Ubifrance. This will present a database of
French businesses (including Veolia), their
positioning, references and examples of their
achievements. Veolia has participated in
creating the label through various industry
working groups and is an active contributor.

®a France Nature Environnement (FNE) and
Veolia have been in discussions since 2009
on urban sprawl, a large-scale phenomenon
that affects all key players (local authorities,
residents, farmers, businesses, associations,
etc.). Their findings are summarized in the
publication Etalement Urbain - Réflexions
croisées — Eléments de définition et termes
du débat, published jointly by FNE and
Veolia in 2013. This analyzes the causes and
consequences of the phenomenon, while
seeking to clarify the often vague terms
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associated with urban sprawl and noting the
issues and controversies it raises. Comparing
theoretical ideas with the realities on the
ground experienced by the two partners
provides an additional perspective on the
research and work already carried out in this
area.

®a Veolia is a founder member of the
French Alliance for Cities and Territorial
Development (PFVT), which is sponsored by
two government ministries (the Ministry

of Foreign Affairs and the Ministry of

the Economy) and backed by the French
Development Agency (AFD). The group
brings together French key players in urban
development to increase the international
influence of their areas of expertise through
studies, publications and events, in which
the company plays an active role. The PFVT
is an important means of recognizing
Veolia as a key player in international urban
cooperation. To this end, Veolia is a member
of the French Institute for Local Government
Cooperation (ICIC), which was set up by
Cités Unies France (CUF).

m Veolia has also established itself as a
key player in shaping the future of the
Greater Paris region through its 2010
initiative to set up a think tank, the Mission
meétropole du Grand Paris, to contribute

to public debate through publications,
organizing conferences and its research

into future services. The program involves
numerous decision makers (some 40
organizations) in the public and private
sectors, all working toward the same goal:
enhancing the appeal of Paris and its
surrounding area to attract investment—
particularly foreign investors—while
promoting economic growth, creating
jobs and improving quality of life for local
people. Mission Métropole is also a key
driver in building Veolia’s capabilities in
areas such as innovation and training,
through its Campus training facility in
Jouy-le-Moutier, just outside the capital.
Some 15,000 Veolia employees work daily
in the Greater Paris region to provide local
solutions in environmental services.

Among these, water is emblematic of a
global issue that needs to identify and
develop solutions that reflect the specific
characteristics of particular areas.

A Veolia is an active member of the French
Water Partnership (PFE), a French forum on
the governance and management of water
resources. Along with key public-sector
and community players in international
cooperation in the water industry, the
company contributes to forward-looking
discussions to promote French innovations
and know-how in this area. The PFE is part
of a collective approach that contributes to
putting water on the international agenda.

® As a founder member and president of
the Péle eau de Montpellier competitiveness
cluster, Veolia has played an active role

in the development of a multi-industry,
international network. The cluster was set up
in response to a French government initiative
and consists of a network of research centers
and training organizations, workingin a
partnership-based approach on innovative
projects carried out in a specific market,
namely water in the case of Montpellier.

The water cluster currently includes

about 100 businesses, whose projects are
designed to respond to one of the four
following strategic areas: (1) identification
and mobilization of water resources, (2)
collective management of water resources
and uses, (3) reuse of water from all sources
and (4) institutional and societal approaches.
Over the course of the last three years,

the water cluster has accredited about 30
collaborative projects with an industrial or
scientific focus, which have received over €10
million in subsidies. It has also been closely
involved in the creation and running of the
International Water Exhibition, Hydrogaia,

a major event on an international scale.

The third event took place in 2013. Veolia’s
research department (VERI) is the main

RD&! strength in the cluster. VERI features

as either a sponsor or an active partner with
SMEs/microenterprises in almost a third of
the projects accredited, half of which have
an industrial focus. The water cluster also
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develops synergies as a partner to other
regional organizations, such as Swélia, the
PACA Marine Cluster and Eco Entreprise.

® Veolia is also a traditional partner of
two other marine competitiveness clusters,
Mer Bretagne and Mer Méditerranée,
which have operated on a global scale
since their creation in 2005. These

“twin” clusters, whose performance and
excellence have been recognized for eight
years, complement each other in their
representation and actions dedicated to
urban shorelines on the Channel-Atlantic
coast and along the Mediterranean. With
over 350 members each, the two clusters
are now implementing their third road map
for 2013-2018 with the French government
and pursuing their ambition of sustainable
development of the maritime and coastal
economy, primarily through excellence in
innovation, and responding to issues in
marine development, such as managing
the land-sea boundary, the finite nature of
resources and trade globalization.

As a key player in the governance of the
clusters and as their Vice-President, Veolia
is resolutely involved in the development
of two of their six areas of strategic

action, namely “Environment & Coastal
Development” and “Ports & Infrastructure”,
and contributes to building the network

of key players in coastal territories and

Managing
societal performance

Managing environmental
performance

co-developing the ecological engineering
and environmental services sectorsin a
coastal environment.

@ Finally, the Conservatoire du littoral,
Rivages de France and Veolia have been
partners since 2005 and have pooled
their expertise in the last three years to
promote coastal wetlands, their functions
and the services they provide to society.
Coastal wetlands are intermediate areas
at the crossroads between land and sea,
which contribute to regulating the water
cycle and in particular, play a key role in
mitigating the effects of climate change
such as floods, rising water levels and
coastal erosion. Through this partnership,
Veolia pursues its commitment to
territorial development and promotion,

in particular in coastal areas, which

need to reconcile economic and tourist
appeal, with resource conservation and
management of environmental risks.

Managing
social performance
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Dialogue with
2 6 international,

European and
national authorities

Veolia contributes on an ongoing basis to
reflection, discussions and work initiated
by international, European and national
public-sector decision makers, professional
associations, think-tanks and NGOs and
international institutions on changes in the
management of environmental services.

The Public Affairs Department, which reports
to the General Counsel, has coordinated
representation of the company’s interests

in dealings with French and EU authorities
since 2010. In the context of the company’s
transformation, it has had public affairs
advisers in all the geographical areas where
the company operates since 2013.

The main thrust of the Public Affairs
Department’s activities is decided, where
necessary, by the Executive Committee. Its
work is outlined in a half-yearly report to the
company’s Board of Directors.

During the course of 2013, the Public
Affairs Department focused particular
attention on strengthening obligations and
commitments in terms of representation



CSR PERFORMANCE DIGEST

Managing

societal performance

of interests and continuing to develop its
program of work with public institutions,
with an emphasis on three main areas:
mobilizing the company’s expertise on
questions around the green economy and
resource efficiency, as well as its water,
waste management and energy business
activities, changes in the regulatory
framework for contracts and public
procurement, and access to long-term
funding.

Strengthening the company’s
commitments in representing its
interests to the public authorities

The company shares its expertise in
response to requests from stakeholders

or by taking the initiative of starting a
dialogue itself. These activities are generally
carried out as part of the company’s Ethics
program, its participation in the Global
Compact (cf. chapter Managing corporate
responsibility) and the codes of conduct of
various institutions.

Since 2009, Veolia has been listed on the
register of Interest Representatives of

the European Commission and European
Parliament: although it is not compulsory,
it has been done in the interests of
transparency. Veolia has also been listed
on the registers of Interest Representatives
of the French parliament since they were

set up, in 2010 for the National Assembly
and 2011 for the Senate. In this spirit, it has
taken note of the changes to the registration
rules for the National Assembly’s register,
which came into effect on January 1,

2014, and is preparing to renew its listing.
Finally, the company is a member of

ARPP, a French professional association of
managers responsible for relations with

the public authorities; ARPP has its own
code of conduct that all members must
respect or be excluded from the association.
Through these listings, the company has
formally committed to respecting the

codes of conduct applied by these various
institutions.

The Ethics Guide, updated in 2013, specifies
thatin its relationship with the public
authorities, “Veolia contributes transparently
to the development of requlations and public
policies on topics related to its activities.”
Among the rules of conduct applicable to
every employee in their work, it recalls the
need for compliance with legislation and
regulations, combating corruption of public-
and private-sector officials and preventing
situations of conflicts of interest. Examples
of situations requiring particular attention
are described to illustrate the last of these
points and employees are advised to talk

to their line manager in case of doubt.

The Ethics Guide also stipulates the rules
applicable to invitations and gifts received

or offered, which should be exceptional,

symbolic, non-pecuniary and of low value.
The existing internal control mechanisms
are used to apply the rules relating to this.

The Management Code of Conduct also
calls on managers to take ownership of
their role and behaviors as responsible
managers who are ready to listen to their
stakeholders and clients and to remind
themselves “regularly of internal proce-
dures and applicable requlations” and to
react “quickly, visibly and appropriately in
the event of non-compliance with the rules”.

In addition to these mechanisms, the

Public Affairs Department has embarked

on drafting a code of conduct for company
employees acting as interest representatives
with legislative, executive and regulatory
public authorities at a national and local
level, European Union institutions and
international organizations. At the 2013
coordination meeting for public affairs
advisers in Europe, it raised employees’
awareness of the rules already in effect in
the company and introduced a draft of the
code of conduct specifically for activities
associated with representing the company’s
interests. This included giving tangible
examples of changes in national regulations
such as the Bribery Act 2013 in the United
Kingdom and the Transparency in Public Life
Act 2013 in France.
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Veolia’s contribution to
the work of public authorities

The company contributes to providing
information to the public authorities

and numerous other stakeholders on the
impact and consequences of regulations
and public policies associated with its
activities. It makes its contribution in three
main ways:

1. Sharing Veolia’s expertise on issues
related to the green economy and resource
efficiency as well as its core areas of water,
environmental services and energy

The Chairman and Chief Executive Of-
ficer’s appearance before the Sustainable
Development and Territorial Planning Com-
mittee of the French National Assembly on
July 9, 2013 was an opportunity to outline
the company’s development prospects and
the challenges faced by environmental ser-
vices and to discuss the potential role of the
public authorities in this transformation.

Resource efficiency: Veolia took part in the
multi-actor European Resource Efficiency
Platform (EREP), which produced a series of
European public-policy recommendations
for the short and medium term, to improve
the use of resources (including materials,
energy, water and soil) in the European
Union.

Smart cities: The company has
participated in working groups (the EU’s
Smart Cities & Communities and its French
mirror group, and the Institute of Delegated
Management’s Smart City group) aimed at
identifying initiatives and putting forward
voluntary, regulatory and standards-related
measures in favor of “smart cities”, which
are based on optimal management of inputs
and resources.

Energy-climate package: the company
took part in the public consultation (Green
Paper) last July, as part of the review
of European climate and energy policy
between now and 2030. It took up a stance
in support of a carbon price signal that
would incentivize investment in energy
efficiency and renewable energies and
in favor of a stringent energy efficiency
target. In addition, the company seized the
opportunity to emphasize the necessity of
taking account of renewable energies with
a positive cost-efficiency ratio (biomass,
geothermal energy and energy recovery
technologies) and of setting a target
specifically for heating.

In France, the Environmental Conference
and energy transition attracted particularly
close scrutiny as part of the research carried
out by professional organizations and
discussions led by the French authorities
looking ahead to legislative reform in 2014.

The company emphasized the issues of
energy efficiency, in particular as part of the
contribution made by Dalkia’s Chairman
and Chief Executive Officer to a round-table
discussion on energy efficiency organized

on February 27,2013 by the Sustainable
Development and Territorial Planning
Committee of the French National Assembly,
in meeting with parliamentarians and at
seminars.

Water: the company continues to
contribute to European research on drawing
up environmental standards associated
with implementing the Water Framework
Directive, potential EU legislation on
wastewater recycling and legislation on
exploring for and extracting shale gas. In
France, the company was invited to attend
a hearing on the subject by researchers at
the Parliamentary Office for Scientificand
Technological Choices (OPESCT).

Waste management: in France, Veolia
responded to the request for information
by researchers gathering data on waste
management in the context of sectors with
Extended Producer Responsibility (known as
EPR sectors) as part of a wider consultation
process, followed by a visit to a waste
processing and recycling plant for electronic
equipment in Angers.
Finally, as part of the 34 Plans for a New
Industrial France launched in September 2013
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by the Minister for Industrial Renewal, the
company’s Chairman and Chief Executive
Officer was tasked with leading proposals
relating to the Recycling and Green Materials
Plan, which aims to support the emergence
of new recycling sectors in France.

2. Changes in the regulatory framework
for contracts and public procurement

Veolia’s contribution since the end of 2013
to the work of the UN International PPP
Centre of Excellence, established under the
United Nations Economic Commission for
Europe (UNECE).

The aim of the center is to identify good
practices, define international standards

for Public-Private Partnerships (PPP) and
help governments to adopt such standards.
The private sector is contributing to the
work of the PPP Centre of Excellence via the
“Business Advisory Board”, of which Veolia is
a member. The company primarily provides
international expertise on PPP-related
subjects in the water sector.

Adoption of European Directives on Public
Procurement and Concessions: the company
presented its observations on the conditions

for the award of concession contracts and
their performance, and on the exclusion

of the water sector from the concessions
directive. Its work included meetings with
members of the European Parliament and
the European Commission along with
discussions with several EU Member States’
permanent representations. In France, the
company had the opportunity to outline its
observations on the concessions directive

at meetings with French parliamentarians
and in particular, at its appearance before
the joint rapporteurs of the European Affairs
Committee of the French National Assembly
in December 2013.

Review of regulations and guidelines
on state assistance plans with an impact
on company activities and infrastructure
funding: several contributions on the review
of these plans were submitted during the
Committee’s various consultations.

Promotion of public-private partnerships
and the advantages of taking account of
the best social and environmental offer by

speaking at symposia and publishing articles.

The Chairman and Chief Executive Officer,
for example, published an article on the

development of public-private partnerships
in Europe in the journal European Files. He
also spoke at a symposium organized by

the Institute for Delegated Management on
20 Years of the Sapin Act on October 10, 2013,
at the Economic, Social and Environmental
Council. In addition, the company contributed
to discussions led by foundations (such as the
Institute for Delegated Management) and
trade organizations such as UNSPIC, E3PO and
Aquafed.

3. Long-term investment funding

Reform of EU Cohesion Policy reform:
continued monitoring of the reform to
simplify rules on obtaining European
funding for major infrastructure in the
environmental sector and in the context
of public-private partnership projects.

Continued reflection on long-term funding
with a contribution to the consultation run
by the European Commission on the devel-
opment of European financial instruments
for small and medium-sized infrastructure
projects in the environmental sector.
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Veolia contributes
to the economic and
social development
of the municipalities
and regions it
serves, not only
through the public
services it provides
but also through
the substantial
investments it
makes to develop,
repair and maintain
infrastructure.

Veolia operates within the green economy
and uses its services to offer solutions that
create value in several ways:

= environmental: innovations in key areas
for the green economy (water, waste and
energy services); the company supports
its clients to help them reduce their
consumption of natural resources and
carbon emissions and protect biodiversity
more effectively;

msocial: access to essential resources,
workplace integration, local employment
and solidarity

= economic: a long-term, partnership-based
approach, support for SMEs, territorial
innovation, green jobs and training.

Redistribution

3,1 of revenue from
ordinary activities

The majority of revenue from Veolia’s

activities is redistributed among stakeholders
such as company employees, suppliers,
external service providers, local and national

tax authorities, banks and bond investors.

France for revenue 97%
of €11.386 billion redistributed
United Kingdom for 94%
revenue of €2.169 billion  redistributed
Germany for revenue 98%
of €1.966 billion redistributed
United States for 96%

revenue of €1.699 billion  redistributed

The total revenue from ordinary activities shown
(France, United Kingdom, Germany and United
States) represents 77% of the company’s total
revenue from ordinary activities to year-end
2013. Scope of data: operational units.

1) Independently of the actions of its corporate foundation and local sponsorship activities for small amounts.

B 3. CONTRIBUTING TO LOCAL ECONOMIC DEVELOPMENT

The breakdown of the resulting value is
shown in the pie chart below.

Breakdown of value created

by principal stakeholders

Average for France, United States,
Germany and United Kingdom

W Corporation tax

M Employee compensation

[T Business development/investment

B purchases of goods and services + taxes

1%

’ 29%

'6%

64%

Veolia is a good corporate citizen and plays
an active role in the areas it serves.

In France, Veolia entered into(" 94 partnership
agreements in 2013, of which 50% were
sports-related, 29% in the arts and 21% events
such as forums, symposia or seminars.

o

Appendix
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A key actor in

3.2 employment and
employability

Through its management approach and

its HR and Purchasing policies, Veolia is

a key contributor to employment and
employability in the areas in which it
operates, helping people gain necessary
qualifications, promoting equal
opportunities and social protection for both
its own employees and those of partner
organizations and companies (suppliers,
associations, etc.).

Veolia positions (many involving “green
jobs”) are by definition the type of jobs that
cannot be relocated. A wide range of these
positions are also open to people who do
not have extensive qualifications. In 2013,
the Energy Services business created more
than 600 local jobs in France (making a
total 0f 1,600 jobs created in two years) and
over 900 worldwide through its biomass
operations (over 3,900 jobs created in two
years).

The company currently has 202,800
employees; 151,082 of them benefited from at
least one training session. It also welcomed
4,465 interns and 3,423 students on work-
study programs in 2013.

Veolia’s training policy reflects its determi-
nation to help job seekers find work and
acquire necessary skills through its network
of regional Campus programs, backed by the
close involvement of local partners.

3.3 A key partner

in integration

The company'’s actions
to support workplace integration

The company’s subsidiaries also develop
initiatives to promote workplace integration
through:

mthe priority placed on work-study programs
in external recruitment as the company’s
preferred path to excellence, particularly in
the context of apprenticeship and work-and-
training contracts;

mthe numerous contracts set up between
the six regional Campus Veolia centers and
training, careers guidance and employment
professionals (such as the Ecoles de la
Deuxieme Chance, EPIDE and the Conseil
National des Missions Locales), which in
France, help to create pathways into our
occupations for young people who are out
of the job market and define work-study
programs for those who want it;

= hiring disabled employees in France. The
agreements Veolia has signed in the Waste
management sector include:

- the Workplace Integration Charter for
Disabled People (2009);

- two agreements with AGEFIPH (2009-2011/
2011-2013);

-an agreement with social partners on
integrating disabled people into the
workplace and maintaining them in
employment (2011-2014);

And in the Water business activity:

-1n 2013, Veolia unanimously signed a third
disability agreement between management
and all trade unions (for 2013-2016; previous
agreements were signed in 2006 and 2010)
to maintain disabled employees in work:
the main elements of the agreement are
recruitment and training of disabled people,
subcontracting work to the sheltered
employment sector, communications,
information and awareness-raising.

= support for social reintegration programs:
providing employment opportunities
through Veolia’s contractual operations

or through activities set up in partnership
with employment bodies (recycling/reuse,
office-paper sorting for small businesses,
etc.). In France, Veolia’s Waste management
activity signed partnerships with the ELISE
and ENVIE associations; the aim of the latter
is to create employment links between the
ENVIE network and the company. The Restart
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program in the United Kingdom supports the
long-term unemployed, homeless people and
former delinquents: if, after a probationary
period, the applicants have demonstrated
their motivation and skills, they are offered
an eight-week contract, which can become

a permanent contract if they meet their
objectives. In 2012, 32 of the 60 people who
began a probationary period secured a
short-term contract and 20 were recruited
into a permanent position.

Veolia Foundation actions

Support for employment and strengthening
the social bond is one of the Veolia
Foundation’s three priority areas. In this
respect, it supports initiatives and structures
that promote the employment of people
facing exclusion through opportunities
involving work sites, associations and
companies that foster employability through
training, social support, entrepreneurial

solidarity and microcredit. The people who
benefit from these projects are mainly young
people experiencing major difficulties, along
with the long-term unemployed and those on
social welfare.

Over 340 projects had been supported by the
end of 2013. A survey of Veolia Foundation
philanthropy campaigns between 2004

and 2009 revealed that support for various
organizations provides employability
initiatives benefiting 7,000 people each year.

The examples below illustrate the
foundation’s actions with its partners to
support people into employment in France.

@ The Center-East campus, in partnership
with local actors in the Greater Lyon area, is
committed to sourcing 10% of its workforce
from groups experiencing difficulties in future
recruitment rounds (through work-study
programs geared to Veolia’s occupations).

@A The Veolia Foundation takes advantage
of its multi-year partnerships to support
integration projects based on a variety of
approaches with the Ares group, the La
Petite Reine association, the Sport dans la
Ville association and Secours catholique, as
well as projects to support the creation of
micro-businesses with ADIE. An example

is the project launched this year with ADIE,
Créajeunes, a training and coaching plan for
people under the age of 30 who have been
excluded from the labor market and the
traditional banking system, who want to
start their own business..

For more information, see the Veolia Foundation
annual report / www.fondation.veolia.com
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Solidarity is expressed primarily through the
services the company provides, and which
contribute to the publicinterest.

Combating vulnerability by ensuring access
to essential services for people without
water, sanitation or electricity isan areain
which Veolia is actively involved (see § 1).

Solidarity is also expressed through the
service contracts Veolia enters into with
local authorities in France that form part
of decentralized cooperation projects
(international solidarity). In 2013, for
example, Veolia joined forces with the
Urban Community of Marseille in a
wide-ranging partnership to support
international cooperation at a financial,
technical, methodological and human
level. Its aim is to reduce the share of the
population without access to drinking
water and sanitation. Among other things,
the project includes: (1) financial support
and governance for an international
solidarity fund for water and sanitation
projects supported by international
solidarity organizations (ISO)" or local
authorities; (2) funding and program
management assistance for decentralized
cooperation initiatives supported by the
Urban Community; (3) emergency and/or
reconstruction initiatives aimed at people

Managing
societal performance

Managing environmental
performance

B 4. SOLIDARITY AND HUMANITARIAN EMERGENCIES

who have been victims of natural disasters
or conflicts. The priority geographical areas
defined under the terms of the partnership
are the western North Africa, French-
speaking sub-Saharan Africa and the Middle
East.

In the United Kingdom, the Go Further
Together program, launched in 2010 to
incorporate sustainable development into
the company’s business activities, includes
solidarity initiatives aimed at the regions

in which the company operates, through
support for local projects. This either
translates into direct funding for causes that
align with the company’s values (since the
creation of the Veolia Environmental Trust, for
example, it has provided funding of over £50
million)® or offers Veolia staff the possibility
of devoting some of their working hours to
community projects (21,000 hours in 2012).

International solidarity and
humanitarian emergency actions
by the Veolia Foundation

The Veolia Foundation celebrated its 10th
anniversary in 2013 and the company
extended its support for a further five years
(2014-2018), confirming its commitment to a
policy of sponsoring skills and partnerships.

Managing
social performance
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The Foundation has entered into numerous
partnerships in its priority intervention areas,
namely development aid and humanitarian
emergencies, support foremployment

and strengthening the social bond, and
environmental protection and biodiversity.

All company employees have the opportunity
to get involved in Foundation projects as
either sponsors or volunteers and together
they contributed a total of 860 days in the
field in 2013 (compared with 870 in 2012).

Over the last five years (2009-2013), Veolia has
donated €36 million to its foundation.

In 2013, financial support for more than 75
new projects amounted to about €2,160,000
(see the Veolia Foundation’s annual report /
www.fondation.veolia.com).

It is now a key player in regional support,
primarily through its partnerships and
projects to support development and
employment.

The Foundation acts in partnership with
local NGOs or in support of governments.
Examples of its work include interventions
at the request of the Red Cross in the
Republic of the Congo (Brazzaville) (on
access to water), at the request of the Red

1) Organizations such as the French Red Cross, Enfants du Monde (EDM), Unicef France, CCFD-Terre Solidaire, etc. 2) This equates to over €61.5 million between 1997 and 2012 (exchange rate as at December 31, 2012)
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Cross and Action contre la faim in Haiti, at
the request of UNHCR in Ethiopia, and at
the request of Solidarités International in
Benin. The Foundation continues to support
the Ministry of Health in the Democratic
Republic of the Congo by implementing

the national cholera elimination program it
launched in 2007 and is working on a project
to refurbish water-supply infrastructure

in the city of Uvira in the Great Lakes

region (one of the eight areas in the
country identified as a source of cholera).
The Foundation also runs and provides a
secretariat for the GAACU.

Further examples are the aid provided to
Mali, which was devastated by the conflict
there in 2012-2013, and to people who were
displaced, through projects sponsored by the
Malian government (including refurbishment
or drilling work to provide a water supply and
support for reconstruction); and to Sierra
Leone and the areas of its capital, Freetown,
which were affected by a cholera epidemic,
by introducing an online chlorination system
in the water distribution network.

The Foundation also supports a number of
projects involving decentralized partnerships
in towns such as Karangasso Vigue in Burkina
Faso and Bangangté in Cameroon.

In waste management, Veolia volunteers
were mobilized in Manila, in the Philippines,
where Médecins du Monde launched a
major four-year initiative in 2012 to improve
the labor conditions and health of people
working in the solid waste recycling sector
(including electronic and toxic waste).

Veolia has also signed two key partnerships in
Water and Health through its Foundation:

In Haiti, the recognized expertise of the
Veolia Foundation (following its emergency
interventions and subsequent refurbishment
work on the network) enabled Veolia to join
the coalition to eliminate cholera headed
by the Pan American Health Organization
(PAHO/World Health Organization) in late
2012, alongside 17 partners leading the
campaign to tackle water and health issues,
including the Centers for Disease Control

1) Global Alliance Against Cholera (GAAC) : an international alliance to combat cholera created in 2010 by the Veolia Foundation (a consortium
of private and public-sector players who together provide funding and essential skills for targeted actions to eliminate cholera in the longterm).

and Prevention, the World Bank, the Inter-
American Development Bank and UNICEF.

The Veolia Foundation and the Mérieux
Foundation have signed a partnership
agreement to pool their efforts in combating
water-borne diseases and reducing their
impact on public health, especially in
emerging countries.



CSR PERFORMANCE DIGEST

Managing Managing Managing environmental Managing Managing

Introduction Contents - . . .
corporate responsibility societal performance performance social performance sustainable procurement

Appendix

Managing

environmental performance




Introduction

CSR PERFORMANCE DIGEST

Contents

Managing Managing Managing environmental Managing Managing
corporate responsibility societal performance performance social performance sustainable procurement

Appendix\

The international reference for environmental services, Veolia invents solutions to
protect the planet’s vital balances. Combatting climate change, conserving natural

resources, reducing pollution and protecting health, as well as preserving biodiversity:

these are at the heart of our concerns and actions.

2013 was the second year in our three-year (2012-2014) environmental performance
plan. Veolia is continuing to steer specific action plans, while at the same time
refining its reporting processes to better reflect the impact of its activities. The level
of reasonable confidence on a selection of key environmental performance indicators
has been maintained for the third year.

Finally, the company places significant emphasis on exposing as clearly as possible
the analysis of the material effects of the environmental impact of its activities
and demonstrating that its major challenges have been taken into account in its
progress targets.
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B ENVIRONMENTAL TARGETS

Managing the risks and impacts of our activity remains central to our approach to protecting
the environment. Our internal Environmental Management System (EMS) contributes to

the implementation of a coherent governance structure and represents a shared frame of
reference that can be promoted to our industrial and municipal clients and can even provide
the basis for external certification (as part of ISO 14001 or the equivalent) depending on local
requirements.

The main aims of our environmental commitment are divided into four key areas:

B combat climate change by proposing solutions and services that avoid or reduce greenhouse gas emissions;

W assess, protect and develop biodiversity, by contributing to work on characterizing ecosystem services
and by deploying tools and actions aimed at their protection and improvement;

m reduce pollution and protect human health through the innovative implementation of the best technology
for reducing pollution at its source and for its treatment in order to protect the quality of aquifers and other
water resources, as well as the air;

m the conservation of resources (energy, water and raw materials) by rolling out techniques designed
to measure, save, replace and recover these resources, while at the same time making existing processes
more efficient, and developing alternative and renewable sources and resources.
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ENVIRONMENTAL PLAN 2012-2014

Analyzing the impact of our activities helps us to define quantitative targets for impacts seen as major, in addition to our overall targets.

Key policy areas Priority areas C(])cntribution 2014 5013 Seeri]nditvidual
for our external o company Targets Quantitative chapters
stakeholders® activities to Results for more

Impacts impacts targets information

Combating climate change

Direct GHG emissions 57% Energy Improve® carbon performance of combustion facilities by 15% N%

from managed facilities 38% = Waste management = Improve methane capture rate (excluding Proactiva) t0 66% 61% 2.2

LI

Contribute to reducing GHG 65% Energy Improve direct carbon efficiency of energy services (emissions avoided/emissions) t039% 39%

emissions by third parties 33%  Waste management | Increase® production of renewable energy from waste by 10% -8% 5.2

Reducing pollution and protecting health

Improve wastewater treatment efficiency (BODs) at wastewater treatment plants of over / 95%
. 50,000 eq. inhab. with a particular focus on plants with an efficiency level below 85% ?
Water discharge cee 95% Water - 31
Improve wastewater treatment efficiency (COD) at wastewater treatment plants of over / 90%
50,000 eq. inhab. with a particular focus on plants with an efficiency level below 80% :
. o 92%0%) Energy Reduce emissions / /
Atmospheric emissions . o - o - 32
excluding GHG 8%0) Waste management M:alntam the proportion of waste treated in |_nC|4neratc')rs'|n accordance 5 05% 100%
with the European regulatory threshold for dioxin emissions (scope: world)

Waste production . / All Recover as much process waste as possible / / 33

Soil pollution . / All Prevent pollution / / 34

Local pollution . / All Reduce local pollution / / 35

Quality of drinking water distributed cee 100% Water Maintain the population served with water of non-compliant quality (no. of inhab.) ato® v 37

Conserving and developing biodiversity

Carry out an assessment and implement an action plan at sites with significant biodiversity issues 75% 27%
Activities that require / Waste management i . h . i . .
a large land-take .o Implement a national conservation plan in the six main countries 75% 33% 4
/ Water Monitor the number of sites that have deployed an action plan to restore local biodiversity / 79
Protecting resources
Reduce the volume of losses in water distribution networks operated (pro forma 2011) by -5% 1%
Use of water resources e oo 99% Water 51
Increasel® the volume of water reused from wastewater collected and treated by 10% 34%
Increase the percentage of renewable energy in the mix of energy services t0 20% 13%
3% Energy (scope: European Union) by 2020 i
Consumption of energy resources PRPE Increase the percentage of combustible biomass consumed t0 8.5% T71% 52
22% | Wastemanagement | |ncrease the percentage of sites covered by an energy efficiency plan to 60% 47%
5% Water Improve energy efficiency at wastewater treatment plants (pro forma 2011) by 5% -1%
Production of secondary raw materials s 100% = Waste management | Increase the rate of materials recovery t026% 20% 53

1) at a global level — other subjects may be seen as a priority at a local level. 2) estimate. 3) breakdown calculated on the basis of average values for sulfur dioxide and nitrogen dioxide.
4) compared with 2011. 5) tolerance threshold of 10 inhabitants per million
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B 1. MANAGING ENVIRONMENTAL PERFORMANCE

1 1 Environmental

reporting

The company implemented a reporting
process in 2004, based on indicators relevant
to the management of its activity and
stakeholder expectations.

The scope of environmental reporting
includes all relevant activities over which the
company has operational control worldwide.
This refers to all activity involving the
operation of public water and wastewater

Key environmental reporting figures

services, all waste collection, transfer and
treatment activity, as well as industrial
cleaning and maintenance, and energy
services (heating and cooling networks,

heat and multi-technical services, industrial
utilities and facilities management). Within
this scope, the environmental data from the
company’s dedicated information system are
fully consolidated.

The scope excludes operational activities
relating to industrial water facilities. For
water treatment plant design activities
(Veolia Water Solutions & Technologies)

Number of primary indicators > 1,100
Number of calculated indicators >500
Number of indicators subject to external verification >15
Of which reasonable assurance 9
Number of entities where data is entered 1,758
Average revenue for an entity where data is entered (in €M, relevant revenue) 13.5

Number of contributors around the world

>1,000

and works (Sade), the reporting spans a
limited range of indicators (greenhouse gas
emissions, energy and water consumption
and construction site waste).

The data collected covers the period

from January 1to December 31, 2013. The
measurement and calculation procedures,
together with the control and checking
procedures are set out in the environmental
reporting protocol available on Veolia’s
website (http://wwwyveolia.com/en).
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1.2 The environmental

management system

Managing the company’s environmental
impact and environmental compliance
requires a reliable steering system.

Since 2002, the Environmental Management
System (EMS) has served as the instrument

TARGET VALIDATION
AND COMMUNICATIONS

Sustainable Development
Committee
m Sustainable development department
m Technical and performance department
m Other relevant functional departments

m Environmental policy
m Strategic orientations
m Corporate communications

for improvement in the fields of
environment and environmental health.
Applied in all activities and structured
around four levels of responsibility
(corporate, activities, business units and
sites), the EMS enables the evaluation of
environmental impact, compliance with
the regulations and the company’s internal
requirements, the setting of targets and
then the implementation of measures and
action plans for achieving them.

OPERATIONAL
MANAGEMENT

Environmental Steering
Committee

m Technical and performance department
m Sustainable development department

Manages
and monitors

m EMS guidelines
m Quantified targets

m Implementation of guidelines
m Environmental reporting
m Environmental results review

Management

The EMS is run by an environmental
steering committee, which includes the
key players responsible for environmental
issues in each activity and ensures the
sharing of information and coordination
of action plans.

DATA CONTROL
AND VERIFICATION

External Verification
of Reporting by KPMG

m Technical and Performance department
m Sustainable development department
m Countries

ISO 9001 /1S0O 14001
certification audit

m Countries

EMS internal audits

® Internal audit department
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Deployment

Veolia’s EMS is based on a set of requirements
defined for each area of activity down to

the level of the business unit. It specifies the
detailed requirements for priority facilities
—those with the most significant impact. In
2009, so-called “sensitive activities”, e.g. cool-
ing towers, etc., which could have a signifi-
cantly critical environmental impact, even if
the probability of such an occurrence is low,
were added to this list.

The requirements redefined and detailed
in 2009 are comparable to those required

Methodology*:
Priority facilities are those that
contribute the greatest impact

m Drinking water production plants with a
capacity of over 10,000 m?/day**

® Municipal wastewater treatment plants with
a capacity of more than 50,000 PE**

m Facilities with a thermal power rating above
20 MW

M Incineration plants
W Physical-chemical treatment plants
m Hazardous waste recycling centers

m Landfills (excluding inert material) in
operation.

* For more detail, consult the 2013 reporting protocol
document. ** Installed capacity

Managing environmental
performance

by the I1SO 14001 standard. While Veolia has
set itself the target of continuing to roll out
its EMS, it has opted not to systematically
pursue ISO 14001 certification for its
businesses. Locally, external certification
may be sought on the basis of this standard
depending on the management needs of the
relevant business unit.

To improve the reliability of its EMS
implementation, since 2007, a team of
internal auditors who are also business
activity experts, IRCA (or equivalent)
certified to perform the EMS audit in
accordance with 1SO 14001, has ensured
audits at business units worldwide.
Additionally, the company has also
strengthened external verification of this
EMS deployment indicator by achieving
for the third period a reasonable level of
assurance for this indicator.

7% 80% 81%
21%

56% 62%

18% 18%

63%

The company is continuing to roll out its EMS
to achieve coverage of 81% of relevant sales, of
which 63% is 1ISO 14001 certified.

In 2011, Veolia set itself the target of
implementing an environmental management
system to cover 93% of the sales of its relevant
activities (including Veolia Transdev) by the
end of 2014. The current disposal of Veolia
Transdev and the progressive recontouring of
the company precluded any effective update
of the target. The issue will be addressed

in 2014 when defining the post-2012-2014
environmental plan.

At the same time, the company has changed
its calculations methodology to strengthen
the requirements in terms of measuring the
deployment. Only complete deployments are
taken into account and all the deployments in
progress are excluded.

Share of revenue covered by
the fully deployed EMS

M Share of revenue covered by
1SO 14001 certification
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The values have been restated on the basis
of the new method and reveal the progress
made in 2013 compared with 2012 and 2011.

In terms of business units, over 35000 company
sites are ISO 14001 certified. Given the difference
in size between company sites, the percentage
of sites certified would not be a relevant
indicator, so it was decided to measure

and steer this approach on the basis of the
revenue covered.

Managing environmental
performance

Employee awareness and training

m Employee training and notification about en-
vironmental issues are an integral part of the re-
sources managed through EMS, as they include
the creation of environmental training plans. The
Veolia campus network provides the business
units with environmental training courses com-
piled at the request of the company’s business
activity committees (cf. chapter Managing social
performance). After these courses, employees can
go on to do locally arranged training in response
to identified needs.

To provide our company’s employees with the
necessary awareness of the major societal issues
around international or political news, the sustain-
able development division organizes sustainable
development observatories five times a year during
which leading specialists address the topics raised.
For Waste management, nearly 600 employees
in the three main countries where this activity
operates, completed an online awareness course:
France, United Kingdom and the United States.
Eachyear, World Environment Day is an opportunity
to run awareness events at the sites countrywide.
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B 2. COMBATING CLIMATE CHANGE

Emissions related
to our activities

2.1

Quantifying greenhouse gas
(GHG) emissions

For each of its activities, the company

measures the direct emissions (scope 1) of

Breakdown of direct emissions

by source of GHGs

5.1 % 0-4%

13.9%‘

23.8%

[T CO, emissions (Energy-Dalkia)*
M CH, emissions (Waste)*

[T CO, emissions (Waste)

M CO, emissions (Water)

7' N,0 emissions (Waste)

* Emissions for which a quantitative
target has been set

the industrial processes, vehicles, facilities
and equipment it manages, and the indirect
emissions (scope 2) from the electricity and
heat it consumes. The main greenhouse
gases are:

= CO, emitted by combustion facilities,

incineration of the fossil portion of waste
and combustion of fuel by mobile sources
(amounting to 75.8% of direct emissions);

= CH, from emissions of biogas from landfills,
which are not captured by the collection
systems installed (amounting to 23.8% of
direct emissions);

= N,O from waste combustion (amounting to
0.4% of direct emissions).

Breakdown of company’s

direct and indirect emissions

M Direct emissions

[ Indirect emissions

Appendix
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Taking greenhouse gas emission
evaluation to the next level

Calculating indirect emissions is a complex
procedure. To help develop these methods
further, Veolia, through its Water activity,
took part in the GHG protocol experiment
for assessing greenhouse gas emissions
throughout the entire supply value chain
(scope 3), and has also been involved in
Astee’s development of a new version of the
greenhouse gas emission assessment guide
for water and wastewater services. This guide
(In French only), published in May 2013, can
be downloaded from the following address:
http://www.astee.org/

Managing environmental
performance

In order to gain a better understanding of its
emissions under scope 3, the Water activity
has taken measures to include items relating
to chemical products in its environmental
reporting to include these in its GHG emis-
sion assessments. By applying the method
recommended by Astee (French Scientific
and Technical Association for Water and the
Environment), the GHG reviews for France
under Article 75 of the French Grenelle Il Law,
have included several components of Scope
3 for the Water activity (chemical reagents,
discharge of treated effluent into the natural
environment, sludge transportation and
treatment, etc.). The Water activity has also
developed a monitoring indicator for the

inclusion of elements covered by scope 3
for all its business in order to raise operator
awareness of this type of emissions.

Veolia has contributed alongside other

sector players (Seché and Suez) to updating
the GHG emission quantification protocol
specific to waste treatment activities. This
work led to the publication in October 2013 of
the version 5 of the environmental industries
protocol (EpE) that has subsequently been
approved by the World Resource Institute
and recognized by the GHG Protocol (avail-
able on www.ghgprotocol.org).
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Contribute to reducing GHG
emissions

In addition, the company helps decrease
overall GHG emissions, on the one hand by
reducing them at the facilities it manages
(CO; not emitted as a result of some of
the company’s operating methods) and

on the other by enabling third parties to
avoid emissions as a result of its activities
(primarily materials and energy recovery).

Actions toreduce GHG emissions

Energy activity
Reduction of GHG emissions:

through the proper use of energy transformation
facilities (energy efficiency) resulting in less fuel
consumed for the same energy output;

using renewable and alternative energy instead
of fossil fuels whenever possible (biomass, geother-
mal, solar, wind, etc.)

optimum supply of energy services (integrated
energy management) encouraging a more rational
use of energy by consumers

combined production of heat and electricity
(cogeneration).

Water activity

Reduction of GHG emissions:

m through on-site consumption of part of the heat
and electricity produced from renewable sources
(biogas from sludge digestion, recovery of the po-
tential energy in water using hydraulic micro-tur-
bines, heat pumps, etc.) ;

societal performance

Managing environmental
performance

12%

m through the production of energy using renew-
able sources drawn from energy generating opera-
tions managed by the Water activity

m through other actions to optimize plants’ energy
consumption.

GHG emissions avoided:

m through the sale of energy produced from renew-
able energy sources on site (biogas from sludge di-
gestion, recovery of the potential energy from water
using hydraulic microturbines, heat pumps, etc).

Waste management

Reduction of GHG emissions:

m through collecting and treating biogas from
landfill sites

= through on-site consumption of the electricity
generated by waste incineration and biogas
recovery

m through on-site consumption of heat generated
by waste incineration and biogas recovery®

Managing
social performance

M Methane emissions avoided
at landfills in service

¥ Use of renewable and
alternative sources of energy

Cogeneration

B Waste-to-energy

Managing
sustainable procurement

Total decrease in greenhouse gas emissions (69%) due to:

Improved thermal and
electrical efficiency
Other (on-site use by plants,

anaerobic digestion, integrated
energy management)

CO, emissions avoided (31%) due to:

[ Waste materials recovery

m through other actions to limit fuel and energy
consumption @ (cf. energy chapter).
GHG emissions avoided:

m through the sale of heat and electricity from the
combustion of incinerated waste

m through the sale of energy produced from the
biogas collected at landfill sites and anaerobic di-
gestion plants

m through the recycling of raw materials contained
in waste

m through the production of alternative fuels from
waste.

1) These reductions are not included in the indicator.

Appendix
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Managing environmental
performance

Emissions and reduction
actions review

In 2013, the direct and indirect residual
greenhouse gas emissions from activities
managed by the company fell by 4% to
42.8 million metric tons CO, equivalent.

Waste

2013 ]
© management

This reflects the effort made by the
company to diversify its energy mix to

include less GHG emitting solutions and
improve processes to combat climate

2012 Energy

20m Water
change.
L L J
30 20 10 0 10 20 30
In 2013, the company recorded a very
positive perfor