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incorporated by reference into this Reference Document:

consolidated financial statements of the EDF group for the fiscal year ended 31 December 2013, prepared in
accordance with international accounting standards, as well as the accompanying Statutory Auditors’ reports,
set forth respectively in Chapter 20, sections 20.1 (pages 281 to 386) and 20.2 (pages 387 and 388) of the
EDF group’s 2013 Reference Document;

consolidated financial statements of the EDF group for the fiscal year ended 31 December 2012, prepared in
accordance with international accounting standards, as well as the accompanying Statutory Auditors’ reports,
set forth respectively in Chapter 20, sections 20.1 (pages 267 to 365) and 20.2 (pages 366 and 367) of the
EDF group’s 2012 Reference Document;

the review of the financial position and results of the EDF group for the fiscal year ended 31 December 2013,
presented in Chapter 9 (pages 175 to 210) of the EDF group’s 2013 Reference Document;

the review of the financial position and results of the EDF group for the fiscal year ended 31 December 2012,
presented in Chapter 9 (pages 165 to 199) of the EDF group’s 2012 Reference Document.

Copies of this Reference Document are available free of charge at EDF (22-30, avenue de Wagram, 75382 Paris
cedex 08) and on the EDF website (http://www.edf.com) as well as on the AMF website (http:/Avww.amf-france.org).
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In this Reference Document, unless otherwise stated, references to “Company” and “EDF" refer to EDF SA, the parent company, and references to “EDF
group” and “"Group” refer to EDF and its subsidiaries and affiliates.

In addition to the information contained in this Reference Document, investors should carefully consider the risk factors described in section 4.1 (“Risk
factors”). These risks, or one of these risks, could negatively impact the Group’s activities, its financial position or its financial results. Furthermore, other
risks, which have not yet been identified or considered as material by the Group, could have the same negative impact and investors could consequently
lose all or part of their investment in the Company.

This Reference Document also contains information relating to the markets in which the EDF group is present. This information has been taken from
surveys carried out by external sources. Considering the very rapid changes that characterise the energy sector in France and globally, it is possible that this
information could prove to be erroneous or no longer up to date on the filing date of this Reference Document or thereafter. The Group’s activities could
consequently evolve in a manner different from those described in this Reference Document and the declarations or information appearing in this Reference
Document could prove to be erroneous.

Forward-looking statements in this Reference Document, notably in section 6.1 (“Strategy”) could also be impacted by risks, uncertainties or other factors
that may cause the future income, performances and achievements of the Group to differ significantly from the objectives expressed and suggested. These
factors may include changes in the economic and commercial environment, in regulations, as well as the factors set forth in section 4.1 (“Risk factors”).

Pursuant to European and French legislation, the entities responsible for the transmission and distribution of electricity within the EDF group may not
communicate certain information they gather within the framework of their activities to the other entities of the Group, including its Management. Similarly,
certain data specific to generation and supply activities may not be communicated to the entities responsible for transmission and distribution. This Reference
Document has been prepared by the EDF group in compliance with these rules.

A glossary for the major technical terms is provided at the end of this Reference Document, before the Appendices.
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Person responsible

1.1 Person responsible for the Reference Document

Jean-Bernard Lévy, Chairman and Chief Executive Officer of EDF.

1.2 Certification from the person responsible for the Reference
Document containing the annual financial report

Having taken all reasonable care to ensure that such is the case, | certify that,
to the best of my knowledge, the information contained in this Reference
Document accurately reflects the facts and contains no omission likely to
affect its meaning.

| certify that, to the best of my knowledge, the financial statements are
prepared in accordance with accounting standards and that they give a true
and fair view of the assets and liabilities, financial position and the income
of the Company and of all the companies included in the consolidation, and
that the management report (Rapport de gestion) presents a true and fair
view of the business trends, income and financial position of the Company
and of all the companies included in the consolidation and a description of
the main risks and uncertainties they face.

I have obtained a letter from the Statutory Auditors certifying that they have
verified the financial and accounting information provided in this Reference
Document and that they have read the document in entirety. This letter
contains no comments.

The consolidated financial statements for the year ended 31 December 2014
presented in the Reference Document have been reviewed by the Statutory
Auditors; their report, set forth on pages 429 and 430 of this document,
contains comments in respect of:

= the change in accounting principles described in note 1.2.1.1 and
2.1, and related to the application as of 1 January 2014 of IFRS 10
“Consolidated financial statements”, IFRS 11 “Joint arrangements”
and IFRS 12 “Disclosure of Interests in Other Entities” standards; and
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= the valuation of long-term provisions relating to nuclear electricity
production, which results from management’s best estimates and
assumptions as described in notes 1.3.2.1 and 29; this valuation is
sensitive to the assumptions made concerning technical processes, costs,
inflation rates, long-term discount rates and forecast cash outflows;
changes in these parameters could lead to a material revision of the
level of provisioning.

The consolidated financial statements for the year ended 31 December 2013
presented in the Reference Document have been reviewed by the Statutory
Auditors; their report and comments are set forth on pages 387 and 388
of this document which contain comments in respect of the application as
of 1 January 2013 of IAS 19 revised Employee benefits and the valuation
of long term provision relating to nuclear generation.

The consolidated financial statements for the year ended 31 December
2012 presented in the Reference Document have been reviewed by the
Statutory Auditors; their report and comments are set forth on pages 366
and 367 of this document which contain comments in respect of the
change in accounting method for actuarial gains and losses on post-
employment benefits and the valuation of long term provision relating to
nuclear generation.

Jean-Bernard Lévy,
Chairman and Chief Executive Officer of EDF
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Auditors

2.1 Statutory Auditors

Deloitte et Associés

185, avenue Charles-de-Gaulle, 92200 Neuilly-sur-Seine, represented by
Mr. Patrick Suissa.

KPMG SA

Immeuble Le Palatin, 3, cours du Triangle, 92939 Paris — La Défense cedex,
represented by Mr. Jacques-Francois Lethu.

The Statutory Auditors were initially appointed by decision of the
Shareholders’ Meeting of 6 June 2005 for a period of six fiscal years expiring

2.2 Deputy Auditors

at the end of the Shareholders’ Meeting ruling on the financial statements
covering the fiscal year closing 31 December 2010.

Their terms of office were renewed by decision of the Combined
Shareholders’ Meeting of 24 May 2011 for a new period of six fiscal years
expiring at the end of the Shareholders’ Meeting ruling on the financial
statements covering the fiscal year closing 31 December 2016.

The aforementioned Auditors consequently certified the financial statements
reproduced in this Reference Document.

BEAS
195, avenue Charles-de-Gaulle, 92200 Neuilly-sur-Seine.

KPMG Audit IS
Immeuble Le Palatin, 3, cours du Triangle, 92939 Paris — La Défense cedex.

The term of office of the company BEAS, initially appointed as Alternate
Auditors by decision of the Shareholders’ Meeting of 6 June 2005 for a period
of six fiscal years expiring at the end of the Shareholders’ Meeting ruling
on the financial statements covering the fiscal year closing 31 December

2010, was renewed by decision of the Combined Shareholders’ Meeting
of 24 May 2011 for a new period of six fiscal years expiring at the end of
the Shareholders’ Meeting ruling on the financial statements covering the
fiscal year closing 31 December 2016.

The company KPMG Audit IS was appointed as Alternate Auditors by decision
of the Combined Shareholders’ Meeting of 24 May 2011, replacing SCP
Jean-Claude André, for a period of six fiscal years expiring at the end of
the Shareholders’ Meeting ruling on the financial statements covering the
fiscal year closing 31 December 2016.
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Key financial
information

Pursuant to European Regulation no. 1606/2002/EC of 19 July 2002 on the
adoption of international accounting standards, the EDF group’s consolidated
financial statements for the year ended 31 December 2014 are prepared
under the international accounting standards published by the IASB and

Key financial information

approved by the European Union for application as of 31 December
2014. These international standards are the IAS (International Accounting
Standards), IFRS (International Financial Reporting Standards) and their
interpretations (SIC and IFRIC).

The selected financial information presented below is taken from
the EDF group’s consolidated financial statements for the year ended
31 December 2014, which have been audited by EDF’s Statutory Auditors.

The selected financial information below should be read in conjunction with
(i) the consolidated financial statements included in section 20.1 (“Historical
Financial Information”) and (i) the operating and financial review contained
in Chapter 9 of this Reference Document.

Extracts from the consolidated income statements

(in millions of Euros) 2014 2013™ 2012@
Sales 72,874 71,916 72,178
Operating profit before depreciation and amortisation (EBITDA) 17,279 16,099 15,998
Operating profit (EBIT) 7,984 8,334 8,159
Income before tax of consolidated companies 5,433 5,392 4,825
EDF NET INCOME 3,701 3,517 3,275

(1) Figures published in 2014 for the 2013 financial year restated for the impact of retrospective application of IFRS 10 and IFRS 11.
(2) Figures published in 2013 for the 2012 financial year restated for the impact of retrospective application of IAS 19 revised and the change in presentation of disposals of
generation assets by EDF Energies Nouvelles as part of its Development and Sale of Structured Assets (DSSA) business.
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KEY FINANCIAL INFORMATION

Information concerning net indebtedness

Extracts from the consolidated balance sheets

(in millions of Euros) 31/12/2014 | 31/12/2013%  31/12/2012@
Non-current assets 195,202 182,933 181,758
Current assets 72,769 66,832 68,085
Assets classified as held for sale 18 1,154 241
TOTAL ASSETS 267,989 250,919 250,084
Equity — Group share 35,191 34,207 26,257
Non-controlling interests 5,419 4,998 4,854
Non-current provisions 68,596 61,470 61,267
Other non-current liabilities 100,891 94,110 99,350
Current liabilities 57,892 56,134 58,307
Liabilities related to assets classified as held for sale - - 49
TOTAL EQUITY AND LIABILITIES 267,989 250,919 250,084

(1) Figures published in 2014 for the 2013 financial year restated for the impact of retrospective application of IFRS 10 and IFRS 11 and change of allocation from current to

non-current of other accounts receivable and other accounts payable.

(2) Figures published in 2013 for the 2012 financial year restated for the impact of retrospective application of IAS 19 revised and the change in presentation of disposals of
generation assets by EDF Energies Nouvelles as part of its Development and Sale of Structured Assets (DSSA) business.

Extracts from the consolidated cash flow statements

(in millions of Euros) 2014 2013 M 2012
Net cash flow from operating activities 10,625 10,865 9,924
Net cash flow used in investing activities (12,393) (11,707) (14,410)
Net cash flow from financing activities 1,223 896 4,657
NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS (545) 54 171
(1) Figures published in 2014 for the 2013 financial year restated for the impact of retrospective application of IFRS 10 and IFRS 11.

Information concerning net indebtedness

(in millions of Euros) 31/12/2014 | 31/12/2013® 31/12/2012
Loans and other financial liabilities 55,652 51,637 59,932
Derivatives used to hedge liabilities (3,083) 128 (797)
Cash and cash equivalents (4,701) (5,096) (5,874)
Liquid assets (12,990) (12,566) (10,289)
Loans to RTE@ and to jointly-controlled subsidiaries ® (670) (670) (1,397)
NET INDEBTEDNESS 34,208 33,433 41,575

(1) Figures published in 2014 for the 2013 financial year restated for the impact of retrospective application of IFRS 10 and IFRS 11.

(2) RTE: Réseau de Transport d’Electricité (RTE).

(3) Includes loans to jointly controlled subsidiaries (consolidated by the proportional method) for figures to 31 December 2012 only.
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RISK FACTORS

Risk factors

4.1 Risk factors

The Group operates in an environment that is experiencing profound change,
which generates various risks, some of which are beyond its control and
which are in addition to the risks inherent in its business operations. Below
the Group describes the material risks to which it considers itself exposed.
One or more of these risks could have an adverse effect on the Group’s
activities or results. Moreover, other risks, of which it is currently unaware, or
which it currently believes are not material, may also have an adverse effect.

In particular, the Group faces legal risks in all of its activities and in its
various markets. Legal risks associated with inter alia the statutory and
regulatory framework, operating activities, partnerships set up and contracts
concluded with customers and suppliers are described below and mentioned
in section 4.3 ("Dependency factors”). Key litigation, proceedings and
arbitrations in which the Group is involved are described in section 20.5
("Legal proceedings and arbitration”).

The risks described below are risks associated with the European energy
markets and the Group’s activities, risks specifically related to the Group’s
nuclear activities, risks related to the structure of the Group and changes
thereto and, lastly, risks associated with EDF’'s capital structure and the
listing of its shares.

4.1.1 Risks associated with

the European energy markets

The Group faces stiff competition in the European energy markets
and, in particular, in the French electricity market, which is its main
market.

In France, since 1 July 2007, the electricity market has been totally open to
competition. All EDF customers may choose their electricity supplier and can
therefore choose any of EDF's competitors (see section 6.2.1.2 (“Sales and
marketing”)). EDF is prepared to meet the competition, but the changing
competitive landscape (new regulations, emergence of new players, mergers
between existing players, changes in market prices, etc.) could cause EDF
to lose market share. The end of regulated prices as of 31 December 2015
for sites signing up for power greater than 36kVA could lead to EDF losing
market share (see section 6.2.1.2.1.3 (“Regulated tariff sales contracts”)).
This loss of market share could, at constant consumption and price levels,
have an adverse impact on the Group’s sales in France. Lastly, to achieve its
objectives, EDF could be forced to increase its supply expenditures or reduce
its margins (especially in the event of price competition), which would have
a negative effect on its profitability.

Elsewhere in Europe, the Group faces differing contexts, depending on
the competitive situation (more or less totally open markets, position of
competitors, regulations, etc.). Therefore, in some countries, or in certain
regions within a country, the Group must pursue a defensive strategy to
protect its market share, as it does in France. On the other hand, in other
countries, the Group must pursue an offensive strategy to gain market share.
The type of competition, the expansion of such competition and its effect
on the Group's activities and its results vary from one country to another.
These factors depend on the degree of deregulation in the country in
question and on various other factors over which the Group has no control.

Within this context, despite the fact that the Group considers that the
European electricity market offers opportunities, the Group may not be able
to defend its market share or gain expected market shares, or it may see
its margins decrease, which would have a negative effect on its activities,
its strategy and its financial results.
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The legal framework governing the liberalisation of the energy sector
is recent. This framework may change in the future and become
more restrictive.

The Group’s activities in France and abroad are subject to numerous
regulations (see section 6.5 (“Legislative and regulatory environment”)).
Moreover, laws may vary from one country to another, including in the
European Union where directives only establish a general framework.

This legal framework organizing the liberalisation of the energy sector is
relatively recent and does not necessarily provide comprehensive solutions
to the difficulties created by market liberalisation. The legal framework
is therefore subject to change in the future, and such changes could be
unfavourable to the Group. Such future changes to the legal framework,
whether in France or abroad, could generate additional costs, be inconsistent
with the Group’s growth model or change the competitive context in which
the Group operates.

All of these regulatory changes in the various countries may lead to higher
costs for operators and impact the profitability of current and future
generating units.

Due to its position in the French market, the Group faces the risk of
having its expansion limited more than its competitors.

Although it has seen a decrease in its market share due to market
liberalisation, EDF should remain the largest operator in the French electricity
market over the next few years, particularly with respect to power generation
and supply.

The transmission and distribution activities operated by Réseau de Transport
d’Electricité (RTE) and Electricité Réseau Distribution France (“ERDF"),
respectively, are required to be operated in a manner that ensures they are
independent from generation and supply activities in order to ensure non-
discriminatory access to all users (see section 6.2.2 (“Regulated activities
in France™)).

The draft bill on energy transition for green growth, currently under review
by Parliament, should, after being adopted in 2015, lead to additional
constraints with regard to the power generation tools (cap of the nuclear
share in the French electricity generation to 50%, cap of the total authorised
capacity of nuclear generation to 63.2GW, see section 6.5.8.2 (“Future
regulations at national level” — “Draft bill on energy transition for green
growth"”)) and the company’s governance (obligation for any operator
producing more than a third of the national electricity generation to draft
a strategic plan outlining the actions it agrees to implement to meet the
targets set in the multiannual energy programme (PPE) and appointment
of a commissioner to these operators empowered to object to investment
decisions whose implementation would be incompatible with the objectives
of the strategic plan or the multiannual energy programme).

Although EDF complies and will continue to strictly comply with the applicable
competition and non-discrimination rules, competitors have initiated and
may initiate litigation on the grounds of non-compliance with these rules,
and such litigations could be decided against the Group’s interests.

In addition, the competent authorities or certain governments could, in
order to maintain or enhance competition in certain energy markets, take
decisions contrary to the Group’s economic or financial interests or that
impact its model as an integrated and balanced operator (see in particular
section 6.5.3.1 (“European legislation”) and section 20.5.1 (“Legal
proceedings concerning EDF")), which could have a material adverse impact
on the Group’s model, activities and financial results.



On 4 November 2014, the government announced that the decree specifying
the identification and accounting procedures for the constituent costs of the
regulated access to electricity generated by existing nuclear capacity (Acces
Régulé & I'Electricité Nucléaire Historique or ARENH) should be published
in the first half of 2015 for implementation from 1 July 2015. Until said
date, the price is maintained at €42/MWh. The draft decree was submitted
to the European Commission in early July 2014. In its report on regulated
electricity sales tariffs of October 2014, the CRE estimated at +2€/MWh
the necessary change in the price of the ARENH in 2015.

Other European countries may also claim that the liberalisation of the French
market is insufficient and implement measures intended to slow the Group’s
expansion in their own countries.

Laws and regulations that require transmission and distribution
activities to be managed independently are limiting control over
these activities.

In accordance with current laws and regulations, EDF manages its
transmission and distribution networks independently from its generation
and supply activities and has transferred its distribution and transmission
activities to wholly-owned subsidiaries. EDF has been and may be affected by
the loss of control over certain strategic and operational decisions, which may
have an impact on the outlook for and profitability of its transmission and
distribution activities in France (see section 6.5 (“Legislative and regulatory
environment”)). At the same time, EDF will continue to bear certain risks
associated with its operations, potential liability to third parties and factors
that may affect the profitability of its assets.

The Group may face similar risks in countries where it owns or manages
transmission or distribution networks and where it is subject to similar
regulatory restrictions.

4.1.2 Risks associated with
the Group’s activities

The Group operates facilities that may cause significant harm to
the natural or human environment or for which accidents, natural
disasters or external attacks may have serious consequences.

The risks specific to nuclear facilities are described separately below in
section 4.1.3 (“Specific risks related to the Group’s nuclear activities”).

Persons working in or near electricity transmission and distribution facilities
may, in the event of an accident, error or negligence, be exposed to the
risks of electric shock and electrocution. In this field, the Group implements
necessary accident prevention and safety measures. However, the Group
cannot guarantee that these measures will prove sufficient in all cases.

Questions concerning the risks to human health from exposure to
electromagnetic fields (EMF), in particular, from power lines operated by
the Group, have been raised both in France and abroad. Based on studies
completed over the past 20 years, the existence of health risks due to
exposure to EMFs has not been proven. Furthermore, in a report published
in June 2007, the World Health Organisation considers that health risks, if
any, are low and that adopting arbitrarily low exposure limits is unjustified.
In 2010, RTE, in conjunction with the French Mayor’'s Association, launched an
information and measurement campaign on the subject of very low-frequency
(50Hz) electromagnetic fields for the mayors of 18,000 municipalities that
are crossed by high and very high voltage power lines. This joint campaign
reinforces existing communication on EMFs and aims to respond openly to
questions that neighbours may have about such structures.

RISK FACTORS

Risk factors

The French government supports and bolsters RTE's transparency efforts
on this topic: in application of the Grenelle 2 Act of 12 July 2010, a decree
of 1 December 2011 adopted a plan for controlling and monitoring
electromagnetic fields emitted by high-voltage structures. In this connection,
RTE provides the public with measurements online on its “Key to the fields”
information website dedicated to EMFs. At this time, results from 30 years
of research are available, but it cannot be excluded that medical knowledge
about health risks related to exposure to EMFs may evolve, public sensitivity
about such risks could increase or the precautionary principle could be
applied very broadly. Despite these efforts, the possibility remains that
the EDF group could be exposed to increased litigation or that the issue
may lead to the adoption of more stringent and costly measures for the
operation or construction of transmission or distribution networks (see
section 6.5.6.1 (“Basic regulations applicable to the environment, health,
hygiene and safety”)).

More generally, the Group operates or has operated in France and abroad
facilities which, as currently operated, could be or could have been the
source of industrial accidents or environmental and public health impacts
(such as inadequately controlled emissions, leakages in electricity supply
lines insulated with pressurized oil, a failure of decontamination facilities,
pathogenic micro-organisms, asbestos, polychlorinated biphenyls (“PCBs"),
greenhouse gas emissions, etc.). In particular, large quantities of hazardous
materials (in particular, explosive or flammable materials, such as gas and fuel
oil) are stored in certain facilities (thermal power plants, electrical transformer,
exploration and generation of hydrocarbons, storage capacities, etc.). These
facilities may be located in industrial areas where other activities subject
to similar risks are conducted, which means that the Group’s own facilities
may be impacted by accidents occurring at neighbouring facilities owned
by other operators and not under the Group’s control.

In accordance with ISO 14001 (see section 4.2.2.4 (“Management of risks
associated with industrial accidents or the Group’s environmental and
health impacts”)), the Group implements appropriate measures to prevent
and, if necessary, repair any industrial accidents or environmental damage
caused by the facilities that it operates. These measures are intended, in
particular, to protect the Group not only from the risk of an accident (such as
explosion, fire, etc.) occurring in its own facilities, but also from the impact
of such an accident occurring in a neighbouring facility owned by a third
party. However, in general, the Group cannot guarantee that the measures
taken to control these risks will prove fully effective if any of the events
listed above were to occur. An accident of the type described above could
have serious consequences for persons, property and business continuity,
and the Group could be found liable. Insurance policies for civil liability and
damages taken out by the Group could prove to be significantly inadequate,
and the Group cannot guarantee that it will always be able to maintain a
level of cover at least equal to current cover levels and at the same cost.
The frequency and magnitude of natural disasters seen over the past few
years could have and have had a significant impact on the capacities of
the insurance and reinsurance market and on the costs of civil liability and
damage insurance cover for the Group. Such accidents could also lead to
the shutdown of the facility affected and, possibly, of similar facilities that
may be considered to present the same risks (see 4.2.2. (“Management of
industrial and environmental risks”) and 4.2.3 (“Insurance”)).

Lastly, facilities or assets operated by the Group may be the target of external
attacks or malicious acts of any kind. Safety measures were incorporated
into the design of the facilities and sites, and protective measures have been
taken by EDF. Moreover, safety measures to counter all forms of attacks have
been implemented in conjunction with the public authorities. Nonetheless,
like any safety measures intended to counter an external threat, the Group
cannot guarantee that these will prove fully effective in all cases. An attack
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or malicious act committed on these facilities could have consequences such
as injury to persons and damage to property, the Group being held liable
on the grounds of measures judged to be inadequate and interruptions to
operations. In addition, the Group cannot guarantee that European and
national legislation regarding the protection of sensitive sites and critical
infrastructure will not become more restrictive, which could generate
additional investments or costs for the Group.

Any one of these events may have material negative consequences on the
Group's image, activities, results and financial position.

A significant share of the Group’s revenue is generated from activities
subject to regulated rates, and changes in such rates may have an
impact on the Group's results.

In France, a significant share of the EDF group’s revenue depends on regulated
rates that are set by public or regulatory authorities (integrated regulated
sale rates and TURPE — see section 6.2.2.4 (“Tariffs for Using the Public
Electricity Transmission and Distribution Networks (TURPE)")). This method
of setting rates with the participation of regulatory authorities also applies
in other countries where the Group operates.

The principles defining rights to tariffs are described in the NOME Act of
7 December 2010 and codified in Articles L. 337-7 to L. 337-9 and Article
L. 445-5 of the French Energy Code (see section 6.2.1.2.1.3 (“Regulated
sales tariff contracts”)). The public and regulatory authorities may decide
to limit or block rate increases, yet require quality of service to remain
unchanged. These authorities may also change the conditions of access
for such regulated rates. Certain stakeholders may also challenge in court
the decisions setting rates, to the Group’s detriment.

The Group cannot guarantee that the regulated sales or purchase rates
will always be set at a level which would allow it to maintain its short-,
medium- or long-term investment capacity or its property interests, while
ensuring a fair return on the capital invested by the Group in its generation,
transmission and distribution assets.

EDF has certain obligations, in particular public service obligations,
that are remunerated by mechanisms that may not provide complete
compensation for additional costs incurred in connection with such
obligations, or that are subject to change.

The public service contract entered into by the French government and EDF
on 24 October 2005 specifies the objectives and terms for performing the
public service obligations that EDF is appointed to perform under law (in
particular Articles L. 121-1 et seq. of the French Energy Code), and also sets
out the mechanisms under which EDF is compensated for the performance
of these obligations (see section 6.5.2 (“Public service in France”)).

The development of renewable energies connected directly to the distribution
network may, in certain regions, saturate the reception capacities of the
source substations and networks. This situation may possibly generate
local imbalances, or disputes if ERDF must disconnect certain producers or
connect them with significant delays. New investments may be required
in these regions, with the risk that the costs associated therewith may not
be taken into account.

EDF cannot be sure that the compensation mechanisms provided in the
laws and regulations applicable to it for performing these public service
obligations and adopting regulated rates will fully compensate additional
costs incurred to perform such obligations and adopt such rates. Furthermore,
EDF cannot guarantee that these compensation mechanisms will never be
subject to change or that existing mechanisms will fully cover potential
additional costs that may be incurred in relation with new duties imposed
on EDF in connection with its public service obligations, in particular when
a new public service contract is negotiated.
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The occurrence of any of these events may have an adverse impact on EDF's
activities and financial results.

The Group’s activities require numerous administrative permits
that may be difficult to obtain or that may be obtained only
subject to conditions that may become significantly more stringent.
Administrative appeals may also be filed against such permits, which
may hurt the Group’s business.

The operation and expansion of the Group’s industrial activities — generation,
transmission and distribution — require numerous administrative permits,
at both local and national levels, in France and abroad. The procedures for
obtaining and renewing these permits can be drawn-out and complex.
These permits are not obtained systematically and the requirements for
obtaining them may change and are not always predictable. Even when
these permits have been granted, stakeholders may file administrative
appeals against them (see, in particular, section 20.5 (“Legal proceedings
and arbitration”)). Accordingly, the EDF group may incur significant expenses
in complying with the requirements for obtaining or renewing these permits
(for example, costs of preparing permit applications, investments associated
with installing equipment required before a permit will be issued, setoffs
of environmental impacts of structures to be built). This may also handicap
the Group’s industrial activities. Delays, overly high costs or the suspension
of its industrial activities due to the inability to retain or renew permits
may have an adverse impact on the Group’s activities and profitability. In
addition, the Group may also invest resources without obtaining necessary
permits and authorisations and therefore have to cancel or withdraw from
a project, which may have an adverse impact on its business, expansion
or financial results.

At times, the Group operates its generation, transmission, distribution
or supply businesses pursuant to public service concession
arrangements and it is not always the owner of the assets it operates.

The Group does not always own the assets that it uses for its activities
and, in such case, frequently operates them pursuant to a public service
concession arrangement.

In France, for example, ERDF does not own all distribution network assets,
but operates them under concession agreements negotiated with local
authorities (see section 6.2.2.2.2 (“Distribution activities”)), which guarantee
it the exclusive right to engage in expansion actions and operate the public
electricity distribution network. Under the law, only ERDF can be appointed by
local authorities to operate their distribution networks, except for networks
operated by local distribution companies (LDCs). Therefore, at this time, when
a concession agreement is renewed, ERDF does not compete with other
operators. However, the Group cannot guarantee that such provisions will
not be amended by law in the future (see section 6.5.5 (“Public electricity
distribution concessions”)). Furthermore, the Group may not obtain the
renewal of these contracts under the same financial terms and conditions
(see section 6.2.2.2.2 (“Distribution activities”)).

ERDF's deployment of smart meters (Linky) has been planned and broken
down into two stages, with the first invitation to tender for the supply and
installation of three million meters, which should be rolled out by 2016
(see section 6.2.2.2.5 (“Future challenges (replacement, development,
smart meters)"”)).

In France, RTE is both the owner and operator of the public transmission
system pursuant to the standard concession terms of reference signed by
the Minister of Industry (Decree no. 2006-1731 of 23 December 2006 — see
section 6.2.2.1 (“Transmission — Réseau de Transport d'Electricité (RTE)")
and section 6.5.3.2 (“French legislation: Energy Code")).

Hydropower generation facilities of 4.5MW or more are also operated under
concessions awarded by the French government. When they expire, these
concessions are renewed pursuant to the so-called “Sapin Act” procedure



(see section 6.2.1.1.4.4 ("Hydropower generation issues”)). In addition, the
Water Act adopted on 30 December 2006 eliminated the preferential right
of the incumbent concession holder at the time of renewal, and Decree
no. 2008-1009 of 26 September 2008 sets out the conditions under which
these concessions may be renewed. If an expired concession is not renewed,
under current regulations, the incumbent concession holder will not receive
any compensation. However, the French Energy Code provides for either
reimbursement of non-amortised expenditures incurred for modernisation
works or works for increasing generation capacity if such works are built
during the second half of the concession’s term. If the French government
shortens the term of a concession, for example in order to group them by
valley, it may compensate the incumbent concession holder for the loss of
revenue caused by the early termination of the concession, in accordance
with the concession’s specifications. When renewed, hydropower concessions
are subject to an annual fee indexed to the revenue from sales of electricity
produced by the concession hydropower facilities, which is paid to the
French government and allocated to the local authorities through which the
watercourses used flow. The Grenelle 2 Act of 12 July 2010 provides that
the fee shall not exceed a limit set on a case-by-case basis by the concession
grantor as part of each renewal procedure. However, the renewal schedule
and procedures have not yet been specified within the new framework of
the bill on energy transition for green growth, with the possible creation
of mixed-economy hydropower companies (see section 6.2.1.1.4.4
("Hydropower generation issues”)).

The EDF group cannot guarantee that each of the concessions that it
currently operates will be renewed, or that any concession will be renewed
under the same financial terms and conditions as the initial concession.
Furthermore, the Group cannot guarantee that the compensation paid
by the government in the event of early termination of a concession’s
operations will fully compensate the Group’s consequent loss of revenue,
or that future regulations regarding the limitation of fees will not change
in a way that could negatively affect the Group. These factors could have
an adverse impact on its activities and financial results.

Outside France, the Group also operates under electricity distribution or
generation concessions in other countries where it does business, particularly
in Italy in the field of hydropower generation. Depending on the conditions
in each country, the transmission, distribution or generation concessions
may not be continued or may not be renewed in its favour with changes to
the financial terms and conditions of the concession specifications, which
would have an adverse impact on the Group's activities and financial results.

The Group must comply with increasingly restrictive environmental
and public health regulations, which generate costs and are sources
of potential liability.

The Group's activities are subject to environmental protection and public
health regulations, which are increasingly numerous and restrictive. These
regulations relate to the Group’s energy generation, transmission and
distribution industrial activities, as well as to energy supply and energy-
related services, which must, for example, incorporate the concept of
energy demand management into their offers (for a description of the
environmental, health and safety regulations applicable to the Group,
as well as future regulations likely to have an impact on its activities, see
section 6.5.6.1 (“Basic regulations applicable to the environment, health,
hygiene and safety”)). Failure to comply with these regulations could expose
the Group to significant litigation. The Group could be found liable, even
if it is not at fault or has not breached applicable regulations. Furthermore,
the Group may be compelled to compensate breaches, damage or loss
caused by entities that were not part of the EDF group at the time they were
committed, if the Group thereafter takes over their facilities.

Furthermore, these regulations may be significantly reinforced by national
or European authorities (see section 6.5.8 (“Principal planned regulations
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that are likely to have an impact on EDF group’s business”)), which would
have an adverse effect on the Group’s activities and financial results.

Current regulations, and future changes to such regulations, have resulted
and are likely to continue to result in an increasing level of operating costs and
investments necessary in order to comply with such regulations. The Group
may even be required to close facilities that cannot be made compliant with
new regulations. In addition, other regulations, which may be more restrictive
or which may apply to new areas which are not currently foreseeable, may
be adopted by the competent authorities and have a similar effect.

Lastly, stakeholders’ external perception of the Group’s sustainable
development policy might change, resulting in a deterioration of the Group’s
non-financial rating and image.

Changes to regulations concerning energy savings certificates (ESC)
could impose additional obligations on EDF and generate costs in
relation thereto.

In France, the energy savings certificates (ESC) measure, which is set out in
Article L. 221-1 et seq. of the French Energy Code, imposes energy savings
obligations on energy suppliers.

Three-year energy savings objectives were established and allocated among
parties subject to the obligation to achieve energy savings (the “obligors”)
on the basis of their sales volumes. Subject to financial penalties, payment
of which discharges liability, by the end of the relevant period, obligors,
including EDF, must produce energy savings certificates corresponding to their
obligation, which are obtained in exchange for directly or indirectly carrying
out energy savings actions, or which may be purchased from other so-called
“eligible” economic entities through the National Certificates Register.

EDF has met the objective set for the second period (2011-2013, which has
been extended until 31 December 2014). However, increased competition
and a decrease in the principal mineral deposits associated with more
stringent regulatory requirements have slowed the rate at which ESCs are
produced and made them more expensive. This trend has been accentuated
by the economic crisis, which has reduced households’ investment capacity
and hurt the construction sector.

In a press release dated 10 October 2014, the Minister for Ecology,
Sustainable Development and Energy announced the launch of the third
period with a target of 700TWh cumac. The third period began on 1 January
2015 and will end on 31 December 2017, pursuant to Decree 2014-1668
of 29 December 2014. The more stringent obligation could significantly
increase EDF's sales costs and require a considerable increase in regulated
sale rates. Because such rates are set by the public authorities, EDF cannot
guarantee that increased sales costs will be completely reflected in the
rates, which could have an adverse impact on the Group’s results (see
section 6.5.6.1 (“Basic regulations applicable to the environment, health,
hygiene and safety”)).

The expansion of an integrated European electricity market may be
slowed by a lack of cross-border transmission system interconnections.

The development of an integrated European electricity market is inhibited
by a lack of cross-border interconnections. This situation limits exchange
capacity between operators in different countries, in particular the capacity to
rapidly adapt supply to demand (blackout risk), and allows price differences
in different countries to persist, which would be significantly reduced in an
efficient integrated European market. It also helps to slow the emergence
of efficient operators with a European scope as it limits the possibilities for
synergies between companies within a same group located on different
sides of a border. Although there are currently several projects to develop
interconnections, in particular the line between France and Spain East of
the Pyrenees which should be commissioned in 2015 and between France
and Italy (investments are determined by transmission network managers

EDF | Reference Document 2014 | 15



RISK FACTORS

Risk factors

independently from producers), their construction has nonetheless been
slowed down, mainly by environmental, regulatory and local acceptability
considerations.

Furthermore, the lack of adequate interconnections between countries where
the Group is based or the failure to develop such interconnections at an
adequate pace may limit the industrial synergies that the Group strives to
achieve between its various entities or may cause network interruptions in
countries in which the Group is established, which could have an adverse
impact on its results, business and outlook.

Moreover, the increase in wind power generation in certain European regions
will require modifications to the distribution network at the European level
in order to rebalance supply and demand. In addition, distribution network
expansion will be necessary in order for the network to carry the power
generated by major new wind and solar power projects (mainly offshore
wind farms).

Repeated or widespread blackouts in France or in an area served
by a Group subsidiary, particularly if they are attributable to the
Group, may have consequences for the Group’s activities, financial
results and image.

The Group may be the source of repeated or widespread blackouts or be
blamed for such blackouts, even if the causal event occurred in another
network or was attributable to another operator.

The causes of blackouts vary: local or regional imbalances between electricity
generation and consumption, accidental interruptions to the power supply,
cascading power failures (more difficult to circumscribe in a market with
cross-border exchanges), interconnection problems at borders and difficulty
in coordinating operators in a liberalised market.

The initial impact of such power failures would be repair costs incurred
to re-establish power or restore the network. Power failures may also
generate capital expenditures if it were decided, for example, to install
additional generation or network capacity. This could also cause a decline
in the Group's turnover. Lastly, power failures may have an adverse impact
on the Group’s image with its customers, particularly if the blackouts are
attributable to the Group.

Natural disasters, significant weather changes and any major event
on a scale that is difficult to predict may have a material adverse
impact on the Group’s industrial and commercial activities.

EDF and its subsidiaries have developed crisis management plans to deal with
natural disasters or major events. These crisis management plans are assessed
and tested on a regular basis (see section 4.2.4 (”Crisis management”)).

As was the case with storms Klaus (2009) and Xynthia (2010) in France,
natural disasters (floods, landslides, earthquakes, etc.), other significant
weather changes (droughts, etc.), or any other event on a scale that is difficult
to predict (large-scale epidemics, etc.) may affect the Group’s activities. Based
on its experience with these types of events, the EDF group implements
measures aimed at limiting the consequences should such events reoccur.
In this regard, RTE is conducting an ambitious programme to mechanically
reinforce its aerial distribution network, which already proved its effectiveness
during storms Klaus and Xynthia.

Such measures may generate costs in addition to the costs of repairing the
damage caused by the natural disaster and the loss of earnings from the
interruption to supply.

ERDF has taken out a policy covering its aerial distribution network against
the consequences of major storms (see section 4.2.3.5.3 (“Storm cover”)).
Neither RTE's aerial distribution networks nor the Isolated Energy Systems'’
are covered for property damage. Damage to these networks could have
an adverse impact on the Group’s financial position in the absence of
insurance cover or if cover is inadequate. In addition, renewing or taking
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out these specific covers may be difficult or more costly due to the impact,
frequency and magnitude of natural disasters experienced in recent years
by the alternative risk transfer markets.

In the event of a wide-spread health epidemic, EDF has created a plan
intended to ensure the continuity of electricity supply, depending on the
intensity of the crisis, while guaranteeing the safety of facilities and reducing
the health risks to which its employees are exposed.

Lastly, after its initial analyses following the Fukushima accident, EDF
supplemented its crisis management organisation with the Nuclear Rapid
Action Force (FARN), a national team capable of quickly delivering material
and human assistance to a site in great difficulty (see section 6.2.1.1.3.3
(“Environment, safety, radiation protection”)).

Despite having set up a crisis management structure that enables it to
react promptly to such events (see section 4.2.4 (“Crisis management”)),
the Group cannot guarantee that the occurrence of a natural disaster, a
weather event or any other event on a scale that, by its nature, is difficult
to predict will not have material adverse consequences on its activities,
income and financial position.

The Group is exposed to risks associated with weather conditions
and seasonal variations in the business.

Electricity consumption is seasonal and depends to a great extent on weather
conditions. For example, in France, electricity consumption is generally higher
during winter months. Furthermore, available power may also depend on
weather conditions. Thus, low water levels or heat waves may limit nuclear
power generation due to the requirement that rivers downstream of facilities
not exceed maximum temperatures. Hydropower generation is also sensitive
to rainfall (quantity and annual distribution) and snowfall with respect to
mountain ranges. Similarly, power generated by wind power or solar plants
depends on wind conditions or hours of sunshine at the sites where such
facilities are installed (see section 9.2.1 (“Economic environment”)). This
is also true for service business activities, frequently associated with the
winter heating period.

Therefore, the Group's results reflect the seasonal character of the demand for
electricity and may be adversely affected by exceptional weather conditions
or by rain, snow, wind or sunshine conditions that are less favourable than
anticipated. For example, the Group may have to compensate the reduced
availability of economical power generation means by using other means
with higher production costs, or by having to access the wholesale markets
at high prices.

The Group’s activities may be handicapped by unfavourable economic
conditions.

The Group's activities are sensitive to economic cycles and economic
conditions in the geographical areas in which the Group does business.
Any economic slowdown in these areas would result in a drop in energy
consumption, investments and industrial production by the Group’s customers
and, consequently, would have a negative effect on the demand for electricity
and other services offered by the Group. Such economic conditions could,
for example, threaten the profitability of certain of the Group’s existing
or planned power generation assets or weaken certain of the Group’s
counterparties (see section 9.2.1 (“Economic environment”)).

The Group cannot guarantee that the effects of an economic downturn in the
geographical areas where it does business will not have a significant adverse
impact on its activities, operating income, financial position or outlook.

Technological choices made by the Group may be outperformed by
more efficient technologies.

Although the Group at all times seeks to stay abreast of sustaining and
disrupting technological innovations, the Group’s business activities rely on a
certain number of choices, which may be outperformed by other technologies



that prove more efficient, more profitable, safer or more pertinent in light
of possible future standardisation and standards than the technologies used
by the Group. The use of such technologies by the Group’s competitors
could reduce or eliminate the competitive advantage that the Group has
obtained from certain of its technologies, and thus have an adverse impact
on its activities, financial results and outlook.

The Group is exposed to risks associated with the wholesale energy
and CO, emission allowances.

In conducting its production and supply activities, the Group does business
in deregulated energy markets, primarily in Europe. Therefore, the Group is
exposed to price fluctuations in the wholesale energy markets (electricity,
gas, coal, petroleum products) and the CO, emissions allowances markets.
These fluctuations are particularly significant in the current context of major
tensions and volatility in the energy markets (see section 9.2.1 (“Economic
environment”)).

The Group manages its exposure to these risks primarily through purchases
and sales on wholesale markets. With the exception of petroleum products
markets, these are recent markets that are still under development. Therefore,
a lack of liquidity may limit the Group’s ability to hedge its exposure to risks
in the energy market. Moreover, certain of these markets continue to be
partially partitioned by country due to, in particular, a lack of interconnections.
Furthermore, these markets may experience significant price increases or
decreases that are difficult to foresee, as well as liquidity crises.

Energy market risks are managed in accordance with the “Energy market
risks” policy adopted by the Group (see section 4.2.1.2 (“Management and
control of risks associated with energy markets”)). The Group hedges its
positions on these markets through derivatives, such as futures, forwards,
swaps and options traded on organised markets or over the counter.
However, the Group cannot guarantee that it is totally protected, in particular
against liquidity risks and significant price fluctuations, which could have
an adverse impact on its financial results.

Furthermore, the current context of prices in the European wholesale
energy markets has hurt the profitability of certain production tools, in
particular thermal power plants, for all European producers. Setting up
capacity markets is currently under study in several European countries,
but with different approaches. This may limit the risk that certain power
generation assets could be closed or mothballed, but creates impairment
risk for certain Group assets.

The Group is exposed to fluctuations in the price and availability of
materials and services (other than nuclear fuels) that it purchases in
connection with its business operations.

In the event of significant and sustained increases in the prices of raw
materials, the Group may experience higher procurement costs for certain
critical products or services. Such increases may also lead certain suppliers
to reduce supply due to reduced profit margins. In addition, there is an
increased demand for certain equipment or services, which may have
an impact on their availability, in particular equipment used for gas-fired
combined cycle power stations, wind turbines and services and equipment
in the nuclear sector.

The Group is exposed to risks related to the financial markets.

As a result of its activities, the EDF group is exposed to risks related to the
financial markets:

= liquidity risk: the Group must at all times have sufficient financial resources
to finance its day-to-day business activities, the investments necessary for
its expansion and the annual appropriations to the dedicated portfolio of
assets covering long-term nuclear commitments, as well as to deal with
any exceptional events that may arise. Furthermore, in accordance with
the practice in the organised energy and financial markets, some Group
entities have set up a margin call system for certain over-the-counter
transactions in order to limit counterparty risk. In light of the regulations
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in the process of being implemented in the derivatives markets, these
margin call systems may in the near future have a broader scope for
the Group. This may require the Group to mobilise cash in the event
of high volatility on financial and energy markets (see section 4.2.1.3.3
("Liquidity risk"));

= currency risk: due to the diversity of its activities and the geographical
distribution thereof, the Group is exposed to the risks of fluctuations
in foreign exchange rates, which may impact currency translation
adjustments, balance sheet items and the Group’s financial expenses,
equity and financial results (see section 4.2.1.3.4 (“Currency risk"));

= equity risk: the Group is exposed to equity risk on securities held
primarily as dedicated assets constituted to cover the cost of long-
term commitments in relation with the nuclear business, in connection
with outsourced pension funds and, to a lesser extent, in connection
with its cash assets and investments held directly by the Group (see
section 4.2.1.3.5 (“Equity risk"));

= interest rate risk: the Group’s exposure to changes in interest rates
involves two types of risks: (i) the risk of changes in the value of fixed-
rate financial assets and liabilities and (i) the risk of changes in cash
flows associated with variable-rate financial assets and liabilities. Interest
rate risk is also associated with debt securities held in connection with
the management of dedicated assets constituted to cover the Group’s
long-term commitments in relation with the nuclear business and its
commitments with respect to pensions and other specific employee
benefits (see section 4.2.1.3.6 (“Interest rate risk”)).

The manner in which these risks are organised and the management
principles applied thereto are described in section 4.2.1.3 (“Management
and control of risks associated with financial markets”), and the measures
taken to control these risks are explained in section 9.5.1 (“Management
and control of financial risks”). However, the Group cannot guarantee that
it is totally protected, in particular in the event of significant fluctuations in
foreign exchange rates, interest rates and the equities markets.

Changes in financial regulations may adversely impact the profitability
of trading activities and increase the cost of energy and financial
markets risk hedging operations.

In response to the financial crisis of 2008, and following the commitments
made by the major economic powers at the G20 summit in Pittsburgh
in 2009, in order to mitigate systemic risks, the derivatives markets have
been or are in the process of being reformed. In Europe, this reform has
led to the adoption of EMIR (European Market Infrastructure Regulation,
Regulation no. 648/2012 adopted on 4 July 2012 by the French Parliament
and Council). This European initiative has been followed in other jurisdictions
in different forms, such as the Dodd-Frank Act in the United States. These
reforms are gradually being implemented under the supervision of financial
regulators. They seek inter alia to impose general clearing or collateral
exchange requirements on derivatives transactions, but contain exemptions
for companies that typically do not engage in bank-like activities.

In connection with its energy markets risk management activities (which
are part of the Group’s “Energies Markets Risks” policy (see section 4.2.1.2
("Management and control of risks associated with energy markets”))) and
financial risk management activities (which are part of the internal policies
described in section 4.2.1.3 (“Management and control of risks associated
with financial markets”)), the EDF group carries out derivatives transactions
for hedging and trading purposes (only in the energies markets in the case
of trading transactions).

EDF group subsidiaries that carry out derivatives transactions should come
within the exemptions provided for in the new regulations. However,
discussions with national financial regulators on the implementation
conditions for these exemptions are still on-going, and EMSA (European
Securities and Market Authority) may yet change these conditions in order to
harmonise the interpretation and application of the rules at the Community
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level. Furthermore, current financial regulations may be amended or made
more stringent by the European authorities (see section 6.5.8.1 (“Future
regulations at Community level”)), which may significantly restrict the scope
of these exemptions for trading activities.

Therefore, the Group cannot guarantee that, either due to the direct impact
of these new regulations or because market practices evolve in this direction,
it will not be required to clear or exchange collateral for a greater share
of its derivative transactions or to place all or some of its trading activities
subject to banking regulations. If this were the case, this would ultimately
require that the Group furnish additional financial guarantees (in the form
of cash, bank guarantees, equity, etc.) to execute its energies and financial
market risk hedging and trading transactions, which would increase hedging
costs and reduce trading profitability.

A default by the Group’s counterparties (partners, subcontractors,
service providers, suppliers or customers) may have an impact on
its activities and results.

Like all economic operators, the Group is exposed to possible default by
certain counterparties (partners, subcontractors, service providers, suppliers
or customers). A default by these counterparties may impact the Group
financially (additional costs, in particular if EDF is required to find satisfactory
alternatives or take over the relevant activates or pay contractual penalties).
Such defaults could also impact the quality of work performed, completion
deadlines or the procurement of certain critical products or services, and
exposes the Group to reputational risk, business continuity risk for certain
projects or the loss of contracts.

The monitoring and oversight procedures applied within the Group in
connection with its exposure to the counterparty risk inherent in its
contractual relationships are described in section 4.2.1.4 (“Management
and control of counterparty risk”).

Prohibited and unethical practices carried out by employees or third
parties in the conduct of business could, in certain circumstances,
adversely affect the Group’s reputation and shareholder value.

The globalisation of the Group’s activities and the strengthening of regulatory
frameworks repressing unethical practices in the conduct of business could
expose the Group, its employees, or third parties acting on the Group's behalf
to criminal and civil sanctions that could adversely affect EDF's reputation
and shareholder value.

The Group could be held liable for the occurrence of occupational
ilinesses or accidents.

Although the Group has for many years taken the steps necessary to comply
with the health and safety laws and regulations in the various countries in
which it operates, and considers that it has taken the measures required to
ensure the health and safety of its employees and those of its subcontractors’,
the risk of occupational illnesses or accidents cannot be excluded. The
occurrence of such events may lead to lawsuits against the Group and may
result in the payment of damages, which could be significant.

For a description of the measures taken by the Group with regards to
ionizing radiation, see section 6.2.1.1.3.3 (“Environment, safety, radiation
protection”).

Regarding asbestos, the Group has taken measures to treat materials, as well
as information and protection measures, as described in section 17.3.2 (“The
health and safety of our employees: an absolute priority”). For a description
of on-going legal proceedings, see section 20.5 (“Legal proceedings and
arbitration”).

4.1.3 Specific risks related to
the Group’s nuclear activities

The EDF group is the world’s leading nuclear operator in terms of the
number of plants in operation'. Nuclear-generated electricity accounts for
approximately 77 % of total electricity generated in France?. EDF also operates
nuclear assets in the United Kingdom. In addition, the Group holds minority
stakes in nuclear power plants in the United States (through CENG), Belgium
and Switzerland, which it does not operate. The share of nuclear energy in
the EDF group’s electricity mix is thus a major competitive advantage. The
Group also plays an active role in construction projects for new nuclear plants
in France, the United Kingdom, China and potentially in other countries.
Any event that has a negative effect on the nuclear business is likely to
have greater consequences for the Group’s image, activities, productivity,
financial position, results and outlook than for its competitors that generate
proportionally less electricity using this source of energy.

Due to its nuclear activities, the Group is exposed to substantial
liability risks and potentially significant additional operating costs.

Although the Group has adopted risk control strategies and procedures for
its nuclear activities that are consistent with best standards, such activities,
by their nature, still present potential risks. Therefore, the Group may face
significant liability as a result of inter alia incidents and accidents, security
breaches, malicious or terrorist acts, aircraft crashes, natural disasters (such
as floods or earthquakes), equipment malfunctions or problems in the
course of storing, handling, transporting, processing or packaging nuclear
substances and materials. Such events could lead to significantly stricter
operating requirements for nuclear plants, or to a partial or total halt
of the operation of the Group’s power generation plants, and may have
serious consequences, especially in the event of radioactive contamination
or irradiation of persons working for the Group, or the general population
and the environment, as well as a material adverse impact on the Group’s
activities, strategy, outlook and financial position.

A nuclear operator is responsible for the nuclear safety of its facilities. The
liability scheme that applies to European nuclear facility operators, and the
insurance applicable thereto, are described in section 6.5.6.2.2 (”Specific
regulations applicable to basic nuclear facilities”) and section 4.2.3.6
("Specific insurance for nuclear facility operations”). This scheme is based
on the principle of the operator’s strict liability. Accordingly, if an event
occurs that causes damage, the Group would be automatically liable up to
a monetary maximum set by the law applicable in the country where the
event occurs, regardless of the source of the event that caused the damage
and any safety measures that may have been taken.

The Group cannot guarantee that in countries where it operates nuclear
facilities the maximum liability set by law will not be increased or cancelled.
For example, the protocols amending the Paris Convention and the Brussels
Convention, which are currently being ratified (see section 6.5.6.2.2 (" Specific
regulations applicable to basic nuclear facilities”)), provide for these maximum
amounts to be increased. The entry into force of these amending protocols
or any other reform that seeks to increase the maximum liability of nuclear
plant operators, in spite of the Group’s preparation over the last few years,
could have a significant impact on the cost of insurance. Furthermore, the
Group cannot guarantee that insurance covering this liability will always be
available or that it will always be able to maintain such insurance.

1. Source: Nuclear Power Reactors in the World, International Atomic Energy Agency, table 24, 2014 edition (figures as at 31 December 2013).

2. Source: 2014 Electricity Report - RTE.
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Property damage to EDF’s nuclear facilities is covered by insurance
programmes (see section 4.2.3.6.3 (“Damage insurance for nuclear
facilities”)). Despite this cover, any event that may cause significant damage
to a nuclear facility of the Group could have an adverse impact on the
Group’s business, financial results and financial position.

Lastly, the Group cannot guarantee that the insurers that cover both its
liability as a nuclear plant operator and property damage to its facilities will
always have available capacity or that the costs of cover will not significantly
increase, particularly in light of the impacts on the insurance market of events
such as the nuclear accident in Japan that occurred on 11 March 2011.

A serious nuclear accident anywhere in the world may have significant
consequences for the Group.

Despite the precautions taken in their design and operation, a serious
accident at a nuclear facility cannot be excluded, such as the nuclear
accident in Japan, following the earthquake and tsunami that devastated
the north of the country on 11 March 2011. This type of accident may turn
public opinion against nuclear power and lead the competent authorities
to substantially tighten power plant operating requirements or to refuse
authorisation for proposed extensions of the operating life of power plants,
leading to a temporary or permanent suspension of the operation of one or
more nuclear facilities, or leading the authorities to consider a moratorium
on the use of nuclear power to generate electricity and, therefore, also to
suspend or cancel all on-going nuclear power plant development projects.
Such decisions were taken in Germany (suspension of nuclear power
generation) and Italy (suspension of nuclear power plant construction
projects) following the Fukushima accident. Such decisions could be taken
even if no accident occurs.

If such an accident were to occur near one or more of the Group’s facilities, it
could also contaminate the environment and thus jeopardise their operation.

Such events would have a material adverse impact on the business model,
strategy, activities, results, financial position and outlook of the Group.

The Group’s nuclear business is subject to particularly detailed and
restrictive regulations that may become more stringent.

The Group’s nuclear business is subject to detailed and stringent regulations,
with a system in place, in particular in France, that monitors and periodically
re-examines operating conditions, which focus, firstly, on nuclear safety,
environmental and public health protection, but also on national security
considerations (terrorist threats, in particular). These regulations may
be significantly tightened by national and Community authorities (see
section 6.5.6.2.2 (“Specific regulations applicable to basic nuclear facilities”)).
Furthermore, stricter regulations or possible non-compliance with current or
future regulations could result in the temporary or permanent shutdown of
one or more of the Group’s plants or financial penalties. The consequences of
the implementation of the Order of 12 December 2005 on nuclear pressure
equipment are a current example with regard to the existing power plants in
France (see section 6.2.1.1.3.2 (“Operation and technical performance of the
nuclear fleet” — “Investment programme for the nuclear fleet in France")).

Such events may result in a significant increase in the costs of the Group’s
nuclear power plants, which may have an adverse impact on its financial
position.

For its nuclear business, the Group depends on a limited number
of contractors.

Although the Group has adopted a policy to diversify the suppliers and
service providers for its nuclear business, it is currently dependent on a limited
number of contractors and persons who have the necessary qualifications
and experience. This limits competition in the markets in which EDF is a

RISK FACTORS

Risk factors

buyer and exposes the Group to the risk of a default of one or more of
these suppliers or service providers with specific expertise, which could
have an adverse impact on the Group’s results and financial position. This
is especially the case for AREVA and Alstom, but also for most nuclear
industry manufacturers and the principal maintenance service providers
(see section 4.3 (“Dependency factors”)). Changes to the shareholding or
governance of these various providers may also have an impact on the cost
or quality of the services carried out.

The Group is exposed to changes in the conditions for procuring
uranium and conversion and enrichment services.

The Group's operating costs include nuclear fuel purchases.

For its nuclear power plants in France and in the United Kingdom, EDF
purchases uranium and conversion and enrichment services through long-
term contracts containing hedging mechanisms that mitigate and smooth
price fluctuations over time. Its main supplier is the AREVA group, but EDF
pursues a diversification policy by also buying supplies from other industrial
companies (see section 4.3 (“Dependency factors”) and section 6.2.1.1.3.4
(“The nuclear fuel cycle and related issues”)). Prices and availability of
uranium and conversion and enrichment services are subject to fluctuations
due to factors that are inter alia political and economic and that the Group
cannot control (in particular, the profitability outlook of mining investments,
imbalances between supply and demand or supply shortages associated
with, for example, an operating accident in a uranium mine or a combined
cycle plant, delays in commissioning new mines or events leading to political
instability in a uranium producing country).

However, the Group cannot guarantee that its contracts, in France and
abroad, will completely protect it from sudden or significant price increases.
The Group cannot guarantee that when these long-term contracts expire, it
will be able to renew them, in particular at an equivalent price. This could
have an adverse impact on the Group’s financial results.

To operate its nuclear power plants, the Group relies on proper
functioning of road and rail transport, in particular for the transport
of fuel.

The transport of new or spent nuclear fuel is a very particular operation
that requires specific and restrictive safety and security measures. These
constraints could become more stringent, generating additional difficulties
and costs for the Group. Furthermore, several factors that are beyond
the Group’s control (such as opposition by local residents or anti-nuclear
associations, for example, in the form of manoeuvres to prevent nuclear
material from being shipped) may slow these operations. Operations may
also be interrupted, in particular, in the event of an accident. In such case,
the Group may be required to slow or halt some or all power generation at
the relevant sites, either due to non-delivery of new fuel assemblies or the
saturation of onsite storage facilities, which may have an adverse impact
on the Group’s financial results (see section 6.2.1.1.3.4 (“The nuclear fuel
cycle and related issues”)).

The nuclear power plants that the Group operates may require
significant or costly repairs or modifications.

The nuclear facilities that the Group currently operates in France is highly
standardised (see section 6.2.1.1.3.1 ("EDF’s nuclear fleet”)). This enables the
Group, in particular, to achieve economies of scale in equipment purchases
and engineering, to apply improvements made to its newest power plants
to all plants and, in the event of a malfunction in a facility, to anticipate
the measures to be taken in other plants. However, such standardisation
carries the risk of a malfunction that is common to several power plants or
series of power plants (see section 6.2.1.1.3.2 (“Operation and technical
performance of the nuclear fleet”)). The Group cannot guarantee that it
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will not be required to make significant or costly repairs or modifications
to all or some of its plants, or that events will not occur that may have an
impact on the operation of its plants or their output or cause a temporary
or permanent shutdown of all or some of its plants.

Thus, at the time of the safety re-evaluations conducted during the ten-year
inspections and following the Fukushima accident, the Group was led, both
on its own and as a result of the requirements of the French Nuclear Safety
Agency (“ASN"), to draw up a substantial work programme. This programme,
called the "Grand carénage” is intended to renovate existing plants, increase
the safety level of reactors and, if the conditions are met, extend their service
life. This programme should involve additional investments over the coming
years and bringing forward certain expenditures that were already planned
before the Fukushima accident (see section 6.2.1.1.3.2 (“Operation and
technical performance of the nuclear fleet” — “Investment programme for
the nuclear fleet in France”) and section 6.2.1.1.3.5 (“Preparing for the
future of the nuclear fleet in France”)). Industrial implementation of these
works in power generation facilities will involve increased costs and a greater
use of internal resources and the industrial fabric, and may also result in a
loss of availability in future years.

The Group operates or holds equity interests in nuclear power plants
elsewhere in the world, in particular the United Kingdom and the United
States, and it may also be required to make costly repairs or modifications
to these units or it could be faced with events that may impact their
performance, power generation or availability. Like in France, safety
authorities may take decisions that require additional works.

Despite the maintenance work carried out by the Group on its power plants,
it is possible that certain plants may not operate at full capacity, in particular
due to the age of certain equipment. This is currently the case in the United
Kingdom, where a fault detected on an advanced gas-cooled reactor (AGR)
unit led to further tests being conducted on three other similar units and
where, as a precaution, pending, the results of the on-going expertise, the
four units were authorised to restart at reduced power (see section 6.3.1.4.2
("Generation business unit” — “Nuclear Generation” — “Plant status”)).

All such events may have an adverse impact on the Group’s financial results
and activities.

The Group may not be able to obtain the authorisations necessary
to extend the operating life of its power plants beyond the periods
currently planned or it may not be authorised to operate its power
plants until the end of such periods.

In France, in connection with the studies associated with the third ten-year
inspections of the 900MW units, in early July 2009 the ASN publicly stated
that it had not detected any generic problem calling into question EDF's
ability to ensure the safety of its 900MW reactors for up to 40 years. As
required by the regulations, the ASN’s position has been supplemented by an
agreement on each reactor following each of the third ten-year inspections
(see section 6.2.1.1.3.5 (“Preparing for the future of the nuclear fleet in
France"”)). Accordingly, at the end of 2014, more than two-thirds of the
900MW segment units have undergone their third ten-year inspection
and, for 6 of them, the ASN has already submitted its final advice to the
Minister and has not objected to their continued operation, subject to their
complying with additional requirements.

To postpone construction of new units and the investments associated
therewith, and to continue to receive cash flows from its existing fleet,
the Group seeks to extend the operating life of its nuclear power plants in
France beyond 40 years. In 2012, the ASN had the improvement proposals
submitted by EDF reviewed by the permanent “reactors” group, which
judged these proposals positively, although it recommended that they be
supplemented and, in certain cases, reinforced. Discussions with the ASN
continued on this basis in 2013 and 2014 and the ASN indicated that it
would issue in 2015 an initial opinion on the broad guidelines of the safety
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re-evaluation associated with the fourth ten-year inspections of the 900MW
reactors and, in 2018/2019, a final opinion on the “generic” phase of this
re-evaluation (see section 6.2.1.1.3.5 (“Preparing for the future of the
nuclear fleet in France")).

However, the Group cannot guarantee that it will receive the expected
extension from the competent authorities. Furthermore, such extensions
could also be obtained under certain conditions, whose financial impact,
in particular in terms of investments, could affect the Group’s strategy with
respect to extending the operating life of its power plants or the Group’s
ability to pursue its global investment strategy.

In the United Kingdom, the current projected operating life of EDF Energy’s
nuclear power plants ranges between 35 and 47 years on average for
advanced gas-cooled reactor (AGR) power plants and is 40 years for the
pressurised water reactor (PWR). The objective is to increase the operating
life of the most recent AGR power plants by 7 to 10 years and to increase
the operating life of the PWR by 20 years (see section 6.3.1.4.2 (“ Generation
business unit” — “Nuclear generation”)). However, in light of the safety rules
applicable in the United Kingdom, the Group cannot guarantee that EDF
Energy will obtain the necessary authorisations at the appropriate times
to operate its existing nuclear power plants until the end of their currently
projected operating life, or that such authorisations will not be obtained
subject to conditions that entail significant expenditures or investments
for the Group.

For nuclear power plants where EDF is not responsible for the operation,
but in which it has financial interests (United Sates, Belgium, Switzerland),
the Group is exposed to the same risks financially: loss of revenue and
depreciation of assets in the event of a stoppage or necessity of making
additional investments to continue to operate. However, the Group cannot
guarantee that these power plants will be actually operated for the periods
currently anticipated, particularly in the event of an incident affecting the
safety or availability of the facilities.

If any of these events occur they may have a material adverse impact on
the Group’s financial results and financial position.

A decision by the French public authorities to halt one or more nuclear
power generation units could have material adverse consequences
for the Group.

During the discussions on the energy transition in 2013, the French President
and the French government have undertaken to ultimately reduce the share
of nuclear power in France's electricity generation mix from 75% to 50%.
This goal is set out in the draft bill on energy transition for green growth,
currently under review by Parliament, which plans to reduce the share of
nuclear power in the generation of electricity to 50% by 2025. It also plans
to cap at current levels (63.2GW) the total authorised capacity of nuclear
electricity generation (see section 6.5.8.2 (“Future regulations at national
level” — "Draft bill on energy transition for green growth”)). In practical
terms, if such a provision were adopted, this would force EDF, in order to
obtain permission for the commissioning of any new nuclear generating
capacity (e.g. permission from the Flamanville EPR), to shut down any
equivalent capacity.

This could thus lead to a decision to close one or more units of EDF’s fleet
early, made not on the basis of industrial considerations, but as a result of a
decision of the political authorities. Furthermore, a decision to halt all nuclear
power generation by a specific date can also not be completely excluded.
Lastly, it may be decided that new nuclear construction projects, in which
the Group has already invested considerable sums, should be halted. This
issue potentially concerns all the Group’s nuclear assets.

Such events would have material adverse consequences on the outlook,
financial position, results and image of the Group, which would lead the
latter to request compensation that it is not certain to obtain.



Construction of EPRs may encounter problems or not be completed.

The Group has undertaken construction of the European Pressurised Water
Reactor (EPR) in Flamanville (see section 6.2.1.1.3.5 (“Preparing for the
future of the nuclear fleet in France")) in order to renew its nuclear power
generation facilities in France and to serve as a model for the construction
of new facilities abroad.

In December 2012, EDF submitted an upward cost revision for the
construction of the Flamanville 3 project for a total of €8.5 billion at 2012
economic conditions. In November 2014, the project schedule was revised,
with the first marketable production scheduled for 2017. The analysis of
the causes for this delay is presented in section 6.2.1.1.3.5 (Preparing for
the future of the nuclear fleet in France). The Group may not obtain the
authorisations required for the construction, commissioning and operation of
EPRs, or authorisations may be challenged by court or administrative rulings.
In particular with respect to the Flamanville EPR, which is a “prototype”
reactor, technical or other difficulties may occur during development and
construction, or during early stages of the operation of the EPRs. These
difficulties could slow or prevent the construction of other EPRs, alter the
schedule for commissioning them or affect their performance. Stricter
regulatory constraints (such as the implementation of the ESPN decree) may
have similar effects. In addition, total construction costs, which have already
been reassessed, could be higher than EDF currently estimates.

In the United Kingdom, the EDF group and the British government reached
an agreement in October 2013 on the main terms of an investment contract
for the construction of two EPRs at the Hinkley Point C site. The project is
expected to be covered by a financial guarantee pursuant to a programme
set up by the British government. This project would be developed with
other investors. Despite the European Commission’s having approved the
main terms of the investment contract and the financial guarantee under
the rules on state aid in 2014, the final investment decision is still subject
to a certain number of conditions, in particular an agreement on the overall
investment contract and finalisation of an agreement with industrial partners
and on debt financing. In the event of disagreement on these various points,
the investment decision and the project as a whole could be postponed or
not be completed.

Austria and Greenpeace Energy have indicated that they plan to appeal
the European Commission’s decision, which presents a risk for EDF and its
partners. In this case and in the event of an unfavourable ruling from the
Court of the European Union, the economic conditions of the transaction
could be substantially affected.

The EPR programme is an essential component of the Group’s strategy. Any
event that delays or blocks this programme or affects the construction of the
“prototype” EPR or subsequent units would thus have a material adverse
impact on the Group’s activity and financial position.

The Group is responsible for most spent fuel and radioactive waste
from its nuclear power plants, especially long life medium- and high-
level waste from spent fuel.

The nuclear fuel cycle is described in section 6.2.1.1.3.4 (“The nuclear fuel
cycle and related issues”). In France, as an operator and waste producer,
EDF is legally responsible for spent fuel from the time it leaves the power
plant and for radioactive waste processing and long-term management
operations. EDF assumes this responsibility in accordance with guidelines
laid down by the public authorities and under their supervision.

The Group’s liability may be alleged, in particular as a nuclear power operator
or producer within the meaning of applicable legislation on waste, in the
event of an accident or any damage to third parties or the environment from
spent fuel or waste, even if they are handled, transported, kept, warehoused
or stored by contractors other than the Group (especially, in France, the
AREVA group and ANDRA), in particular in the event of a breach by such
contractors. If the Group were held liable for damage to third parties,
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the specific strict liability scheme applicable to nuclear plant operators
would apply, up to the maximum amounts specified by this scheme (see
section 6.5.6.2.2 (“Specific regulations applicable to basic nuclear facilities")).

In France, the long-term management of radioactive waste has been the
subject of various initiatives under the programme Acts of 30 December
1991 and 28 June 2006 on sustainable management of radioactive materials
and waste (see section 6.2.1.1.3.4 (“The nuclear fuel cycle and related
issues” — “Back-end (downstream) in France” — “Storing conditioned
ultimate waste” — “Long-Lived High-Level Waste (HLW-LL)")). The Group
cannot guarantee that all long-life high- and medium-level waste will
constitute “final radioactive waste” within the meaning of Article 6 of
the Act of 28 June 2006 and, therefore, that such waste may be directly
stored in deep geological layers. Furthermore, the Group cannot guarantee
the timeframe in which the public authorities will authorise such storage,
or predict the technical instructions related to such authorisations, which
creates uncertainties about the future of the waste, the resulting liability
and costs for EDF (see the progress update in section 6.2.1.1.3.4 on the
public debate organised in 2013 and the difficulties encountered in 2014
to reach an assessment of the costs shared by all actors).

In the United Kingdom, when British Energy was restructured, agreements
were entered into with the authorities concerning the management of certain
radioactive waste from existing nuclear power plants (see section 6.3.1.4.2
("Generation business unit” — “Nuclear Generation” — “Costs relating to
radioactive waste management and decommissioning — Restructuring
agreements of British Energy Group”)). Under the terms of these agreements,
the liability and certain costs associated with the management of certain
radioactive waste are transferred to the British government. However, EDF
Energy Nuclear Generation Group Ltd. remains financially, technically and
legally liable for the management, storage and processing of waste that
does not come within the scope of the aforementioned agreements.

Directive no. 2011/70/Euratom of 19 July 2011 confirms the Commission’s
intention to establish a shared Community framework for the responsible and
safe management of spent fuel and radioactive waste (see section 6.5.6.2.2
("Specific regulations applicable to basic nuclear facilities")).

For nuclear power plants which EDF does not operate, but in which it
has financial interests (United States, Belgium, Switzerland), the Group is
exposed financially in proportion to its shareholding to contribute to future
expenditures related to the management of spent fuel and waste. The Group
cannot guarantee that it will have available, in a timely manner and under
acceptable financial conditions, long-term storage and treatment solutions
for the radioactive waste generated by the power plants which it operates in
the relevant countries, which could have an adverse impact on the Group's
financial results and financial position.

Provisions booked by the Group for spent fuel processing operations
and long-term waste management may increase significantly in the
event that costs estimates are revised.

In France, EDF has booked provisions for spent nuclear fuel management
operations (transport, processing, conditioning for recycling) (see note 29
to the consolidated financial statements for the financial year ended
31 December 2014) based on the price and volume conditions in the master
agreement signed with AREVA in December 2008 and broken down in an
agreement signed on 12 July 2010, which covered the period from 2008
to 2012 (see note 29.1.1 to the consolidated financial statements for the
financial year ended 31 December 2014). For the period from 2013 to 2020,
the terms of reference were approved in June 2014 and an agreement
should be concluded during the first semester 2015 (see section 6.2.1.1.3.4
(“The nuclear fuel cycle and related issues”— “Back-end (downstream) in
France” — “Processing of spent fuel from EDF's nuclear power stations”)).
The amount of provisions currently booked to cover the period after 2014
should be reassessed if the terms under which this agreement is renewed
for such future period prove more onerous than those currently applicable.
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EDF has booked provisions for long-term waste management based on an
assumption of geological storage, and on a reasonable interpretation of the
work conducted in 2006 by a working group comprising ANDRA, the public
authorities and nuclear waste producers (see note 29 to the consolidated
financial statements for the financial year ended 31 December 2014 and
section 6.2.1.1.3.4 (“The nuclear fuel cycle and related issues” — “Back-
end (downstream) in France” — “Storing conditioned ultimate waste”)).
Although the programme Act of 28 June 2006 on sustainable management
of radioactive materials and waste confirms, without excluding other areas
for additional research, that “final radioactive waste” will be stored in deep
geological layers, the Group cannot guarantee that all long-life high- and
medium-level waste will be considered as such or within what timeframe this
type of storage, if it is selected, can be used. Consequently, the Group’s final
costs for long-term waste management may exceed the provisions booked
in its financial statements. New calculations of the costs of deep storage are
underway under the supervision of the DGEC; following the consultation
process initiated by the DGEC to which EDF answered in the first quarter
of 2015, the Minister for Ecology, Sustainable Development and Energy
will set the new reference cost that should be taken into account in the
Group's financial statements (see note 29.1.2 to the consolidated financial
statements for the financial year ended 31 December 2014).

The amount of the provisions currently booked is subject to change.
Determining the amount of these provisions is sensitive to assumptions
made in terms of costs, inflation rate, long-term discount rate and payment
schedules. Given these sensitivity factors, changes in certain parameters may
require significant adjustments of the provisions booked. In such case, any
insufficiency of provisions for long-term nuclear commitments may have
a material adverse impact on the Group’s financial results and financial
position (see note 29.1.5 to the consolidated financial statements for the
financial year ended 31 December 2014).

Decommissioning existing nuclear facilities may present currently
unforeseen difficulties or be much more costly than currently
anticipated.

Given the size of the Group’s nuclear fleet, decommissioning presents
a significant technical and financial challenge. Although the Group has
assessed the challenges, in particular the technical challenges, involved in
decommissioning (particularly decommissioning the first-generation power
plants in France), and has identified the solutions to be developed, it has never
decommissioned nuclear power plants similar to those currently in service.

In France, the Group has booked provisions to cover the anticipated costs of
decommissioning and managing the last cores. Determining the amount of
these provisions is sensitive to assumptions made in terms of costs, inflation
rate, long-term discount rate and payment schedules. The timeframe and
costs of these works also depend on administrative authorisations and
the availability, at required times, of radioactive waste storage centres or
other facilities required for conditioning or storing waste packages (see
section 6.2.1.1.3.6 (“Decommissioning of nuclear power plants”)). The
Act of 28 June 2006 provided for a dedicated storage centre for low-level
long-life waste (FAVL), such as graphite. The initial search for a site was
unsuccessful, and in 2013 ANDRA initiated a new search and is expected to
present the result of this work before the end of 2015. Construction of the
Conditioning and Storage Facility for Activated Waste (ICEDA) is moreover
three years behind schedule due to the cancellation of building permits (see
section 20.5 (“Legal proceedings and arbitration”)). Given these sensitivity
factors, changes in certain parameters may require significant adjustments
of the provisions booked and, therefore, the Group cannot guarantee that
the provisions booked will equal the costs actually incurred at the relevant
time, which would have an adverse impact on the Group’s financial results
and financial position. To limit the impact in its financial statements, the
Group regularly conducts an update of the key assumptions underlying the
provisions (see note 29.1.3 to the consolidated financial statements for the
financial year ended 31 December 2014).
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In the United Kingdom, under the agreements concluded in connection with
the restructuring of British Energy, the costs of decommissioning EDF Energy
Nuclear Generation Group Ltd.’s existing nuclear power plants will be paid
by the Nuclear Liabilities Fund. If the assets of this Fund prove insufficient,
these costs will be borne by the UK Government (see section 6.3.1.4.2
("Generation business unit” — “Nuclear Generation” — “Costs relating
to radioactive waste management and decommissioning — Restructuring
agreements of British Energy Group™)).

For nuclear power plants which EDF does not operate, but has financial
interests (United States, Belgium, Switzerland), the Group is exposed
financially in proportion to its participation to contribute to future
decommissioning costs.

Dedicated assets allocated by the Group to cover the costs of its
long-term nuclear business commitments (radioactive waste and
decommissioning) may prove insufficient and require additional
expenditures.

In France, as of 31 December 2014, the market value of EDF's portfolio of
dedicated assets was €23 billion, compared to €21.7 billion on 31 December
2013 (see section 6.2.1.1.3.7 (“ Assets available to cover long-term nuclear
commitments (outside the operating cycle)”)). Since the incorporation of
the CSPE claim in February 2013, the amount of dedicated assets covers
all eligible nuclear liabilities (see section 6.5.6.2.2 (“Specific regulations
applicable to basic nuclear facilities”) and note 47 to the consolidated
financial statements for the financial year ended 31 December 2014).

In the case of a significant change in the provisions determining the dedicated
assets’ reference base, additional expenditures could be necessary in order
to adjust these assets’ value, which could have a material adverse impact on
EDF’s financial position. Moreover, stricter regulations at the national level (in
particular those that impact the base for determining the dedicated assets
to be constituted by EDF) or Community level may lead to more stringent
requirements regarding the constitution of dedicated assets and have an
effect on EDF’s financial position.

Lastly, although these assets are constituted and managed in accordance
with strict prudential rules (see section 6.2.1.1.3.7 (“Assets available to
cover long-term nuclear commitments (outside the operating cycle)”)), the
Group cannot guarantee that price fluctuations in the financial markets
will not have a material adverse impact on the value of these assets (see
section 9.5.1.6 (“Management of financial risk on EDF's dedicated asset
portfolio”) for a sensitivity analysis), which could require EDF to disburse
additional amounts to restore the value of these assets. Such events could
have an adverse impact on the Group’s financial position.

In the United Kingdom, funds to finance nuclear commitments are managed
by an independent organisation created by the UK government (Nuclear
Liabilities Fund — NLF). Operators therefore have no assets to manage
for this purpose (see section 6.3.1.4.2 (“Generation business unit” —
“Nuclear Generation” — “Costs relating to radioactive waste management
and decommissioning — Restructuring agreements of British Energy Group”)).

Such events could have an adverse impact on the Group’s financial position.

4.1.4 Risks related to the Group’s
structure and changes within
the Group

The Group’s expansion strategy may not be implemented in
accordance with the objectives set by the Group.

The Group intends to continue its expansion in the electricity, gas and
energy services industries, both in France and abroad, in line with its
industrial development plan, in accordance with its business model
for each geographical area and in light of any relevant experience



(upstream/downstream balance, supply strategy, development of renewable
energy sources or other production methods, such as nuclear, hydropowver,
coal, gas combined-cycle power plants, etc.). The Group thus implements
programmes that focus on expansion, reorganisation, increasing profitability
(see the discussion below of the risk factor entitled “The Group has set up
programmes that aim to improve its operating and financial performance
and increase its financial flexibility”) and disposals.

In the field of nuclear power generation, the Group may not achieve
the expansion it anticipates, or it may be unable to carry out projects it
has initiated abroad or it may be unable to carry out such projects under
satisfactory economic, financial and legal conditions.

Through partnerships or equity investments, the EDF group is indeed
committed to international projects for the construction and operation of
nuclear power plants (in particular, in China and the United Kingdom). During
the development phase, these projects require obtaining administrative
authorisations, licences, permits and, in certain cases, setting up additional
partnerships. These are major projects involving significant investment, and
their funding conditions are subject to confirmation. Given the current
economic climate, obtaining such funding may be delayed. Furthermore, the
regulatory framework in some countries is in the process of being updated,
which could have an impact on EDF's commitments and liability. Even when
it has negotiated protective contractual arrangements, the Group cannot
guarantee that any or all of these projects will be carried out in accordance
with the anticipated schedules, under satisfactory economic, financial,
regulatory or legal conditions or that they will, in the long term, generate
the profitability anticipated at the outset, which could have a material
adverse impact on the Group and its financial position.

In the new energies field, EDF relies primarily on its EDF Energies Nouvelles
subsidiary (see section 6.4.1.2.2 (“EDF Energies Nouvelles”)), which
does business in numerous countries. However, the profitability of these
developments is often dependent on the support policies adopted in the
various countries. The Group cannot guarantee that the support programmes
will not change in some of these countries and adversely impact the
profitability of investments made.

Furthermore, the expansion of the Group’s gas business is an important issue,
both in terms of the use of gas in power generation and the development of
gas offers (see section 6.4.2 (“Gas activities”)). The outlook for global supply
and demand for gas is changing (the boom in unconventional sources of gas,
particularly in the United States, rising demand in emerging countries, etc.).
The competitive environment for the gas sector is evolving in France and in
Europe with the emergence of new operators and the mergers of energy
companies. The dependence of European countries on imports of natural
gas is already high and continues to increase, due mainly to the depletion
of local resources and increasingly distant supply sources. To implement its
gas strategy, the Group must not only have access to competitive sources of
supply, but also to logistical infrastructure (such as storage, gas pipelines and
LNG terminals) that allow it to transport its gas to locations near points of
consumption, have the requisite flexibility and generate syner